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TO: 
FROM: 

SUBJECT: 

NORTH CAROLINA GENERAL ASSEMBLY 
Raleigh, North Carolina 27601 

September 25, 2017 

MEMORANDUM 

Members, Joint Legislative Oversight Committee on Medicaid and NC Health Choice 
Rep. Donny C. Lambeth, Co-Chair 
Rep. Joseph Nelson Dollar, Co-Chair 
Sen. Ralph E. Hise, Co-Chair 

Meeting Notice 

The Joint Legislative Oversight Committee on Medicaid and NC Health Choice will meet at the 
following time: 

DAY 
Tuesday 

DATE 
October 10, 2017 

TIME 
1:00 PM 

LOCATION 
643 LOB 

Parking for non-legislative meeting attendees is available in the visitor parking deck #75 located on 
Salisbury Street across from the Legislative Office Building. Parking is also available in the parking lot 
across Jones Street from the State Library/Archives. You can view a map of downtown by visiting 
http://www.ncleg.net/graph ics/downtownmap.pdf. 

If you are unable to attend or have any questions concerning this meeting, please contact Candace Slate 
at dollarla@ncleg.net. 

cc: Committee Record X 
Interested Parties X 
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,JOINT LEGISLATIVE OVERSIGHT COMMITTKE 
ON MEDICAID AND NC HEAL TH CHOICE 

October I 0, 2017 I :00 p. m. 
Legislative Office Building - Room 643 

Welcome & Opening Remarks 

Remarks from Department of 
Health and Human Services 
(DHHS) Secretary 

Medicaid and NC Health Choice 
Enrollment 

Medicaid and NC Health Choice 
Financial Update 

Status of 1115 Waiver and Work 
Plan for Medicaid Transformation 

Appointment of Joint Health and 
Human Services and Medicaid 
Oversight Committees' Behavioral 
Health Services Subcommittee 
(Sec. 12F.10, S.L. 2016-94) 

Adjourn 

Representative Nelson Dollar 
Presiding Co-Chair 

Mandy Cohen, Secretary, Department of 
Health and Human Services (DHHS) 

Dave Richard, Deputy Secretary for 
Medical Assistance, DI-ll·IS 

Dave Richard, Deputy Secretary for 
Medical Assistance, DHHS 

Mandy Cohen, Secretary, DHHS 

Dave Richard, Deputy Secretary for 
Medical Assistance, DHHS 

Jay Ludlam, Assistant Secretary for 
Medicaid Transformation, DHI-IS 

Jennifer Hillman, Committee Staff, 
Legislative Analysis Division, NCGA 
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Article 23B. 

Joint Legislative Oversight Committee on Medicaid and NC Health Choice. 

§ 120-209. Creation and membership of Joint Legislative Oversight Committee on 
Medicaid and NC Health Choice. 

(a) The Joint Legislative Oversight Committee on Medicaid and NC Health Choice is 
established. The Committee consists of 14 members as follows: 

(1) Seven members of the Senate appointed by the President Pro Tempore of the 
Senate, at least two of whom are members of the minority party. 

(2) Seven members of the House of Representatives appointed by the Speaker of 
the House of Representatives, at least two of whom are members of the 
minority party. 

(b) Terms on the Committee are for two years and begin on the convening of the General 
Assembly in each odd-numbered year, except that initial appointments begin on the date of 
appointment. Members may complete a term of service on the Committee even if they do not 
seek reelection or are not reelected to the General Assembly, but resignation or removal from 
service in the General Assembly constitutes resignation or removal from service on the 
Committee. 

(c) A member continues to serve until a successor is appointed. A vacancy shall be filled 
within 30 days by the officer who made the original appointment. (2015-245, s. 15.) 

§ 120-209.1. Purpose and powers of Committee. 
(a) The Joint Legislative Oversight Committee on Medicaid and NC Health Choice shall 

examine budgeting, financing, administrative, and operational issues related to the Medicaid and 
NC Health Choice programs administered by the Deparlment of Health and Human Services. 

(b) The Committee may make periodic reports, including recommendations, to a regular 
session of the General Assembly on issues related to Medicaid and NC Health Choice programs. 
(2015-245, s. 15.) 

§ 120-209.2. Organization of Committee. 
(a) The President Pro Tempore of the Senate and the Speaker of the House of 

Representatives shall each designate a cochair of the Joint Legislative Oversight Committee on 
Medicaid and NC Health Choice. The Committee shall meet upon the joint call of the cochairs. 

(b) A quorum of the Committee is eight members. No action may be taken except by a 
majority vote at a meeting at which a quorum is present. 

(c) Members of the Committee receive subsistence and travel expenses, as provided in 
G.S. 120-3.1. The Committee may contract for consultants or hire employees in accordance with 
G.S. 120-32.02. The Legislative Services Commission, through the Legislative Services Officer, 
shall assign professional stafT to assist the Committee in its work. Upon the direction of the 
Legislative Services Commission, the Directors of Legislative Assistants of the Senate and of the 
House of Representatives shall assign clerical staff to the Committee. The expenses for clerical 
employees shall be borne by the Committee. 

(d) The Committee cochairs may establish subcommittees ror the purpose of examining 
issues relating to its Committee charge. (2015-245, s. 15.) 

NC General Statutes - Chapter 120 Article 23A 



§ 120-209.3. Additional powers. 
The Joint Legislative Oversight Committee on Medicaid and NC Health Choice, while in 

discharge of official duties, shall have access to any paper or document and may compel the 
attendance of any State official or employee before the Committee or secure any evidence under 
G.S. 120-19. In addition, G.S. 120-19.1 through G.S. 120-19.4 shall apply to the proceedings of 
the Committee as if it were a joint committee of the General Assembly. (2015-245, s. 15 .) 

§ 120-209.4. Reports to Committee. 
Whenever the Department of Health and Human Services, or any division within the 

Department, is required by law to report to the General Assembly or to any of its pennanent, 
study, or oversight committees or subcommittees on matters relating to the Medicaid and NC 
Health Choice programs, the Department shall transmit a copy of the report to the cochairs of the 
Joint Legislative Oversight Committee on Medicaid and NC Health Choice. (2015-245, s. 15.) 

NC General Statutes - Chapter 120 Article 23A 2 



MINUTES 
JOINT LEGISLATIVE OVERSIGHT COMMITTEE 

MEDICAID & HEALTH CHOICE 

ATTENDEES: 

Tuesday, October 10, 2017 
1:00 p.m. 

Legislative Office Building, Room 643 

Chairmen: Dolla1·, Lambeth 

House Members: Brisson, Dobson, Insko, Malone, Moore, Earle 
Senate Members: Bishop, Krawiec, Pate, Tucker 

I. Welcome and Opening Remarks 
Chairman Nelson Dollar presided and called the meeting to order at 1 :20 p.m. 

Chairman Dollar introduced Sergeant-at-Arms Staff assisting with the meeting and 
committee staff members. 

II. Medicaid and NC Health Choice 
North Carolina Secretary of Health and Human Services, Mandy Cohen, began by stating 
that North Carolina is the largest state in the nation that has not transitioned to managed 
care. North Carolina's proposed Managed Care Program design is based upon best 
practices from other states and builds upon the existing infrastructure in North Carolina. 
The end result is a program that is founded upon advanced high value care, improves 
health and supports providers while, at the same time, builds a sustainable program that 
focuses on the health of the whole person. The timeline for Phase I began May 2017 and 
is scheduled to GoLive during July 2019. 

Secretary Cohen infonned the committee that Congress allowed CHIP (Children's Health 
Insurance Program) coverage to lapse on September 30, 2017. She stated that North 
Carolina has sufficient funding to continue coverage through February 2018. In order to 
continue serving these North Carolina working families, Congress must reauthorize 
CHIP. More than two-hundred thousand North Carolina children are covered through 
CHIP and more than $450 million is paid for health care services to North Carolina's 
children each year. 

According to Roger Barnes, CFO Medical Assistance Division, the reprocussions of this 
lapse in coverage equates to a disrnption of one-hundred thousand children no longer 
having insurance coverage through the CHIP program. 





JLOC Medicaid and NC Health Choice 
October 10, 2017 

III. Medicaid and NC Health Choice Enrollment 

Page 2 

Dave Richard, Deputy Secretary for Medical Assistance, shared with the committee a 
chart depicting the forecast versus actual Medicaid enrollment figures over a four-year 
period beginning July 2014 through May 2018. A chart showing Medicaid enrollment 
broken down by county and program aid category was also provided to committee 
members. 

IV. Medicaid and NC Health Choice Financial Update 
Roger Barnes, Chief Finance Officer with the Department of Medical Assistance, 
provided SFY 2017 actual revenue distributions and a projected SFY 2018 budget. 
Through August 2017, Mr. Barnes reported that total Medicaid expenditures were $42.5 
million or -1.9% favorable to the authorized budget. 

Chairman Lambeth expressed concern regarding the high cost of pharmacuticals, 
especially those prescribed for chronic conditions. 

Dave Richard responded that medical doctors would be involved m the process of 
decision-making regarding generic drngs. 

V. Status of 1115 Waiver and Work Plan for Medicaid Transformation. 
Secretary Cohen introduced the agenda item stating that elements of the proposal need 
additional statutory authority from the General Assembly. The desired outcome is to 
build upon and maintain cU1Tent infrastructure to promote quality, value and population 
health. A single set of quality measures would assess performance and drive progress. 
The North Carolina Institute of Medicine would comprise a taskforce charged with 
measure development. 

Mr. Richard stated that appropriateness of care and incentives for prepaid health plans 
would be the framework for developing a value-based payment system. In the managed 
care arena, staff would look at what is working well today and factor in options for 
advanced medical homes and data analytics capabilities in the decision-making process. 

According to Mr. Richard, support to providers in the way of education and training at 
regional centers lessens stress and offers support. Additionally, it centralizes the 
credentialing process, unifies policies, allows for a single electronic application and 
streamlines contract negotiations. This partnership ensures transparent and fair payments 
to providers, supports workforce initiatives, provides new tools to combat the Opioid 
crisis and supports telehealth initiatives. 
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A primary, desired outcome is whole person care, that is built upon best practices from 
across the country as well as what is already working in North Caroina's behavioral 
health system. A more streamlined service model that combines both physical and 
behavioral health needs was also discussed. 

Jay Ludlam, Assistant Seretary for Medicaid 'fransformation, discussed with the committee 
proposed oversight of the plans. He stated that the depatbnent had looked at successful 
plans and that vendor accountability is key. In addition to being good stewards of the State 
resources, strong contract language will be required. 

Mr. Richard reviewed legislative changes that are needed m order to run a successful 
Medicaid Program: 

• Behavioral health integration and tailored plans 

• Phased implementation plan 

• Efficient benefit administration for family planning and inmates 

• Supplemental payments 

• Insurance regulation 

VI. Appointment of ,Joint Health and Human Services and Medicaid Oversight 
Committees' Behavioral Health Services Subcommittee (Sec. 12F.10, S.L. 2016-94) 
Chairman Dollar announced the following subcommittee appointments: 

Behavioral Health Subcommittee 
Senator Ralph Hise, Cochair 
Senator Valerie Foushee 
Senator Joyce Krawiec 

VII. Adjournment 

Representative Nelson Dollar, Cochair 
Representative Verla Insko 
Representatve Gregory F. Murphy, MD 

The Joint Legislative Oversight Committee on Medicaid and NC Health Choice 
adjourned at 3 :30 p.m. 

Attachments: Agenda 
Handouts (3) 
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Proposed Managed Care Program Design 
• Based on best practices from other states and 

building on the existing infrastructure in NC 

• Vision: Advance high value care; Improve health; 
Support providers; Build a sustainable program 

• Key themes: 
- Focus on health of the whole person 

- Improve health and well-being of North Carolinians 

- Support providers in delivering high-quality care at 
good value 

• Elements of the proposal need additional 
statutory authority from the GA 



Transformation Timing 
• May 2017 - Request for Public Input & listening sessions 

• August 2017 - Proposed Program Design 

• September 2017 - Kickoff meeting with CMS leadership 

• Fall 2017 - Requests for Information 

• Fall 2017 -Waiver Amendment Submission 

• Spring 201.B - Waiver Amendment Approval* 

• Spring 201.B - RFP Release* 

• Fall 201.B - Contract Awardees Selected* 

• July 201.9 -Phase 1. G<rlive* 

JOINT LEGISLATIVE COMMITTEE ON MEDICAID AND NC HEALTH CHOICE I OCT. 10, 2017 3 



Children's Health 
Insurance Program (CHIP) 

• Sept. 30, 2017: Congress 
allowed CHIP authorization 
to lapse 

• North Carolina funding 
sufficient for now 

• Congress must reauthorize 
CHIP to continue serving 
NC working families 

• Covers children in 
families with income up 
to 211 % of the federal 
poverty ,level or $52,000 
for a family of 4 

• More than 200,000 
NC children covered 
through CHIP 

• More than 90% of eligible 
NC chUdren are enrolled 

• More than $450M in 
health care services to 
NC children each year 
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Medicaid Enrollment - Forecast vs. Actual 
Medicaid enrollment has tracked roughly in line with DMA's expectations to date 
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Medicaid Enrollment by Program Aid Category 
Enrollment year-over-year is 4% higher- Sept. 2017: 2.008M; Sept. 2016: 1.932M 
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Enrollment Dashboards - OMA Website 

North Carolina Medicaid and Health Choice Enrollment 
By County and Program Ard Category (PAC) 
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Medicaid Revenue Distribution 

SFY2017 Actuals ($ millions) 
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Medicaid SFY18 Actuals vs. Budget 

($ millions) 

Through August 2017, total Medicaid expenditures were 
$42.SM or 1 .9% favorable to authorized budget 
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2. Includes LME/MCO, PACE, High-Tech Imaging, and Buy-in/Dual Eligible Services. 

3. Pharmacy Expenditures are net of rebates. 

4.9% 

-1.2% 

-3.9% 

-3.1% 

4.1% 

1.0% 

-50.9% 

0.8% 

-4.3% 
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Proposed Managed Care Program Design 
• Based on best practices from other states and 

building on the existing infrastructure in NC 

• Vision: Advance high value care; Improve health; 
Support providers; Build a sustainable program 

• Key themes: 
- Focus on health of the whole person 

- Improve health and well-being of North Carolinians 

- Support providers in deliv,ering high-qu,ality care at 
good value 

• Elements of the proposal need additional 
statutory authority from the GA 



Promoting Quality, Value and Population Health 

• Statewide Quality Strategy 
- Single set of statewide quality measures to assess 

performance and drive progress 

- NC Institute of Medicine taskforce on measure development 

• Value-Based Payment 
- Population health metrics, appropriateness of care 

- lncentivize prepaid health plans to use alternative payment 
models 

- Supplemental Payments 

• Care Management 
- Build on what's working well today 

- Advanced medical homes 

- Data analytics capabilities 
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Supporting Providers 
• Education and training through regional support 

centers 

• Cut down administrative burden 
- Centralized credentialing process; uniform policies; 

single electronic application 

- Streamlined contract negotiations with standardized 
language for select sections 

• Ensure transparent and fair payments to providers 

• Support workforce initiatives 

• New tools to combat the Opioid Crisis 

• Support telehealth initiatives 



Whole Person Care 

• Built on best practices from across country & what is already working 
well in NC's behavioral health system 

• Every person has one insurance card for both their physical and 
behavioral health needs 

• Timing is important 

• Standard Plans 
- "Primary care" behavioral health spend included in PHP capitation rate 

- Beneficiaries benefit from integrated physical & behavioral health services 

• Tailored Plans 
- Specialized managed care plans targeted toward populations with 

significant BH and I/DD needs 

- Access to expanded service array 

- Delayed start 
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Oversight of Plans 

• Plans are responsible for delivering to 
beneficiaries high quality care 

- --· --· f. ~, 

): d-. 

• Plans are expected to act as good stewards of 
State resources 

• Strong contract language is required 

• Monitor health plan clinical, financial and 
operational activities 

Transparency, accountability and 
I 

outcome measurement are core components 
of a contracting strategy 



Legislative Changes Needed to Run a 
Successful Medicaid Program 

• Behavioral health integration and tailored plans 

• Phased implementation plan 

• Efficient benefit administration for family 
planning and inmates 

• Supplemental payments 

• Insurance regulation 
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October 10, 2017 

Members of the Joint Legislative Oversight Committee on Medicaid and NC Health Choice: 

G.S. l 20-209.2(d) authorizes the Committee Cochairs to establish subcommittees of the Joint 
Legislative Oversight Committee Medicaid and NC Health Choice to examine issues related 
to the Medicaid and NC Health Choice programs administered by the Department of Health 
and Human Services. Session Law 2016-94, Section l 2F. l 0(c) directs the Joint Legislative 
Oversight Committee on Medicaid and NC Health Choice and the Joint Legislative Oversight 
Commitke on Health and Human Services to each establish a stibcommittee on Behavioral 
Health Services. The two subcommittees are directed to meet jointly. 

Pursuant to the authority provided in G.S. 120-209.2(d) and S.L.2016-94, Section 121-'. tO(c), 
the Committee Cochairs are appointing a subcommittee to meet jointly with the Joint 
Legislative Oversight Committee on Health and Human Services to study betrnvioral health 
services. Below is an excerpt of the Session Law outlining the study requirements and the 
subcommittee appointments from the the Joint Legislative Oversight Committee on Medicaid 
and NC Health Choice. 

S.L, 2016-94, SECTION 12F.10, STRATEGIC PLAN FOR IMPROVEMENT 
OF UEHAVIORAL HEALTH SERVICES 

SECTION 12F.10.(c) The Joint Legislative Oversight Committee on Health and 
Human Services and the Joint Legislative Oversight Committee on Medicaid and 
NC Health Choice shall each establish a st1bcommittee on B(;havioral Health 
Services. The subcommittees shall meet jointly to do the following: 

(1) Oversee the Uepartment's development of the strategic plan required 
by subsection (b) of this section. 

(2) Review the strategic plan developed by the Department in 
accordance with subsection (b) of this section, including a review of 
all performance-related goals and measures for the delivery of mental 
health, developmental disabilities, substance abuse, and traumatic 
brain injury services. 

(3) Review consolidated monthly, quarterly, and annual reports and 
analyses of behavioral health services funded by Medicaid and 
Stale-only appropriations. 

The subcommittees shall jointly make recommendations about the areas of 
oversight and review described in subdivisions (1) through (3) of this subsection 
and report their findings and recommendations to their respective committees. In 
conducting the required oversight and review, the subcommittees may seek input 
from other states, stakeholders, and national experts as thcy deem necessary in 
conducting their examination and developing their recommendations. 

Behavioral Health Subcommittee Members: 

Senator Ralph Hise, Co-Chair Representative Nelson Dollar, Co-Chair 
Senator Valerie Foushee Represent;itive Verla Insko 
Seni:\tor Joyce Krawiec Representative Uregory F. Murphy, MD 

Sincerely, 

~ o-C_h_a-ir--

_& c.~ --~~- -
RcprCSC!nlalive Donny Lambeth, Co-Chair 
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Article 238. 

,Joint Legislative Oversight Committee on Medicaid and NC Health Choice. 

§ 120-209. Creation and membership of Joint Legislative Oversight Committee on 
Medicaid and NC Health Choice. 

(a) The Joint Legislative Oversight Committee on Medicaid and NC Health Choice is 
established. The Committee consists of 14 members as follows: 

(1) Seven members of the Senate appointed by the President Pro Tempore of the 
Senate, at least two of whom are members of the minority party. 

(2) Seven members of the House of Representatives appointed by the Speaker of 
the House of Representatives, at least two of whom are members of the 
minority party. 

(b) Tenns on the Committee are for two years and begin on the convening of the General 
Assembly in each odd-numbered year, except that initial appointments begin on the date of 
appointment. Members may complete a term of service on the Committee even if they do not 
seek reelection or are not reelected to the General Assembly, but resignation or removal from 
service in the General Assembly constitutes resignation or removal from service on the 
Committee. 

(c) A member continues to serve until a successor is appointed. A vacancy shall be filled 
within 30 days by the officer who made the original appointment. (2015-245, s. 15.) 

§ 120-209.1. Purpose and powers of Committee. 
(a) The Joint Legislative Oversight Committee on Medicaid and NC Health Choice shall 

examine budgeting, financing, administrative, and operational issues related to the Medicaid and 
NC Health Choice programs administered by the Department of Health and Human Services. 

(b) The Committee may make periodic reports, including recommendations, to a regular 
session of the General Assembly on issues related to Medicaid and NC Health Choice programs. 
(2015-245, s. 15.) 

§ 120-209.2. Organization of Committee. 
(a) The President Pro Tempore of the Senate and the Speaker of the House of 

Representatives shall each designate a cochair of the Joint Legislative Oversight Committee on 
Medicaid and NC Health Choice. The Committee shall meet upon the joint call of the cochairs. 

(b) A quorum of the Committee is eight members. No action may be taken except by a 
majority vote at a meeting at which a quorum is present. 

(c) Members of the Committee receive subsistence and travel expenses, as provided in 
G.S. 120-3.1. The Committee may contract for consultants or hire employees in accordance with 
G.S. f 20-32.02. The Legislative Services Commission, through the Legislative Services Officer, 
shall assign professional staff to assist the Committee in its work. Upon the direction of the 
Legislative Services Commission, the Directors of Legislative Assistants of the Senate and of the 
House of Representatives shall assign clerical staff to the Committee. The expenses for clerical 
employees shall be borne by the Commillee. 

(d) The Committee cochairs may establish subcommittees for the purpose of examining 
issues relating to its Committee charge. (2015-245, s. 15.) 

NC General Statutes - Chapter 120 Article 23A 



§ 120-209.3. Additional powers. 
The Joint Legislative Oversight Committee on Medicaid and NC Health Choice, while in 

discharge of official duties, shall have access to any paper or document and may compel the 
attendance of any State official or employee before the Committee or secure any evidence under 
G.S. 120-19. In addition, G.S. 120-19.1 through G.S. 120-19.4 shall apply to the proceedings of 
the Committee as if it were a joint committee of the General Assembly. (2015-245, s. 15.) 

§ 120-209.4. Reports to Committee. 
Whenever the Department of Health and Human Services, or any division within the 

Department, is required by Jaw to report to the General Assembly or to any of its permanent, 
study, or oversight committees or subcommittees on matters relating to the Medicaid and NC 
Health Choice programs, the Department shall transmit a copy of the report to the cochairs of the 
Joint Legislative Oversight Committee on Medicaid and NC Health Choice. (2015-245, s. 15.) 

NC General Statutes - Chapter 120 Article 23A 2 
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Agenda Item VI 

October l 0, 2017 

Members of the Joint Legislative Oversight Committee on Medicaid and NC Health Choice: 

G.S. 120-209.2(d) authorizes the Committee Cochairs to establish subcommittees of the Joint 
Legislative Oversight Committee Medicaid and NC Health Choice to examine issues related 
to the Medicaid and NC Health Choice programs administered by the Department of Health 
and Human Services. Session Law 20 I 6-94, Section l 2F.10(c) directs the Joint Legislative 
Oversight Committee on Medicaid and NC Health Choice and the Joint Legislative Oversight 
Committee on Health and Human Services to each establish a subcommittee on Behavioral 
Health Services, The two subcommittees are directed to meet jointly. 

Pursuant to the authority provided in G,S. I 20-209.2(d) and S.L. 2016w94, Section 121-'. I 0(c), 
the Committee Cochairs are appointing a subcomminec to meet jointly with the Joint 
Legislative Oversight Committee on Health and Human Services to study behavioral health 
services. Below is an excerpt of the Session Law outlining the study requiremenb and the 
subcommittee appointments from the the Joint Legislative Oversight Committee on Medicaid 
and NC Health Choice. 

S.L, 2016~94, SECTION 12F.10, STRATEGIC PLAN FOR IMPROVEMENT 
OF BEHAVIORAL HEALTH SERVICES 

SECTION 12F.10.(c) The Joint Legislative Oversight Committee on Health and 
Human Services and the Joint Legislative Owrsight Committee cm Medkaid and 
NC Health Choice shall each establish a subcommittee on Behavioral Health 
Services. The subcommittees shall meet jointly to do the following: 

( 1) Oversee the Oepartment's development nf the strategic plan reqt1ired 
by subsection (b) of this section. 

(2) Review the strategic plan developed by the Department in 
accordance wlth subsection (b) of this section, including a review of 
all performance-related goals and measures for the delivery of mental 
health, developmental disabilities, substance abuse, and traumatic 
brain injury services. 

(3) Review consolidated monthly, quarterly, and annual reports and 
analyses of behavioral health services funded by Medicaid and 
State-only appropriations. 

The subcommittees shal I jointly make recommendations about the areas of 
oversight and review described in subdivisions (1) through (3) of this subsection 
and report their findings and recommendations to their respective committees. In 
conducting the required oversight and review, the subcommittees may seek input 
from other state~. stakeholders, and national experts as they deem necessary in 
conducting their examination and developing their recommendations. 

Behavioral Health Suhcommittce Members: 

Senator K.alph Hise, Co-Chair Representative Nelson Dollar, Co-Chair 
Senator Valerie Foushee Repre~entativc Verla Insko 
Senator Joyce Krawiec Representative Gregory F. Murphy, MD 

Sincerely, 

~;( C ~ -~d:6_~ .____ 
R(:prcs(!nlnlive Donny Lambeth, Co-Chair 
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Department of Health and Human Services Responses to Fiscal 
Research Division Questions on Proposed Program Design 
(Based on questions asked during the JLOC Medicaid & Health Choice Meeting 10-12-17) 

The Fiscal Research Division posed a number of questions about DHHS's proposed program design for 
Medicaid transformation. Additional information on those questions is provided below. DHHS pfans to 
ref ease additional detail on several topics in coming weeks and months, including several of the items 
described below. DHHS looks forward to continuing dialogue and transparency with the NCGA. 

Topics where DHHS presentation and explanation would be helpful 
1) Discussion of opioid plan components and cost 

Like many states, North Carolina is facing an opioid crisis that has worsened over the last 
decade. North Carolina's efforts to address this epidemic have intensified over time. Multiple 

agencies came together with community-based organizations to develop the State's Opioid 
Action Plan to reduce opioid addiction and overdose deaths. The recently passed Strengthen 

Opioid Misuse Prevention (STOP) Act and a federal grant of $31 million to expand access to 
prevention, treatment and recovery supports have also bolstered the state's efforts. Knowing 
that Medicaid can play a vital role in supporting North Carolina's statewide efforts to address 

the opioid crisis, the State has developed a Medicaid opioid strategy to build on the policies and 
programs that have been developed to address the opioid epidemic to date. 

As part of this strategy, DHHS intends to ask CMS to waive the Institute for Mental Diseases 
(IMD) exclusion to expand access to inpatient services for individuals with shorHerm stays who 
need mental health or substance use disorder treatment. DHHS seeks federal flexibility to make 
these IMD payments either directly to IMDs (for FFS enrollees) or to plans. This will enable us to 

dramatically increase access to much needed IMD services and promotes parity between acute 
behavioral and acute physical health care. 

This waiver request is part of a broader strategy that DHHS will be implementing, through a 
variety of non-waiver initiatives leveraging existing federal authority that are targeted at 
reducing the numbers of North Carolinians on the path to addiction. This includes reducing the 
permitted maximum daily dosage of opioids and requiring prior approval for certain 
prescriptions or supply sizes. DHHS is also exploring additional strategies to prevent new onset 
of SUDs (e.g., training physicians and pharmacists on prescribing best practices, assess risk of a 
beneficiary developing SUD) and treat existing SUDs (e.g., adding low intensity residential 
services as covered benefits). We look forward to sharing additional details as this work 

develops. 

2) Discussion of proposed plan as a system of care or integration of care 

Support Centers (RPSCs) and CCNC similarities 

2A) Regional Provider 

Regional provider support is an element of most states' managed care programs, especially 
during significant transitions. RPSCs would perform direct supports to primary care and other 
providers for training, education and quality improvement activities, conducted at the regional 
level. The RPSC entitles will be organizations with substantial experience and/or current 
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capabilities delivering the types of practice support envisioned. RPSCs will also assist primary 
care provider practices in meeting Advanced Medical Home certification, providing support in 
reviewing quality reports and enhancing performance in evidence-based practice, and assisting 
practices in accessing and using any data and information systems designed to support their 
efforts. Small, rural and essential providers will be given priority in the delivery of RPSC services. 
While some of these provider support activities are similar to activities performed by CCNC 

today, RPSCs would not conduct local care management, population health management, or 

informatics. 

28) Social determinants of health and additional rural provider capacity 
In designing its high-performing Medicaid managed care program and a sustainable Medicaid 
program, DHHS is committed to optimizing the health and well-being of all beneficiaries by 
improving coordination between our communities and the health care system and 
strengthening access to economic and social services that are critical to better health. Central to 
these efforts is a commitment to address the social determinants of health that have dramatic 
negative ramifications for enrollees' health and often for costs as well. Based on stakeholder 
feedback from across the State, we will target food insecurity, housing instability, and 
transportation challenges as crucial barriers to health. These and other social determinants 
disproportionately impact Medicaid beneficiaries, increase the risk of developing chronic 
conditions, detract from people's ability to work and contribute to community life, and drive 

cost. 

DHHS will embed various strategies throughout the Medicaid managed care program to address 
social determinants of health, starting with its inclusion as a key initiative within the Quality 
Strategy. Additionally, the State will develop tools to enable North Carolina's PHPs and providers 
to better meet the full range of their enrollees' needs, including a standardized screening 
instrument with targeted questions on food insecurity, housing instability and transportation 
needs and a resource management database that captures information on community services 

and access points to services. 

To complement and strengthen these non-waiver strategies, DHHS intends to seek federal 
flexibility and support for a limited set of public-private initiatives to scale, strengthen, and 
sustain their existing efforts to closely link the healthcare and social services systems, aiming to 
deliver better health for individuals and families and yield lower healthcare costs. DHHS will 
support evidence-based interventions in rural and urban areas and develop a rigorous 

evaluation protocol, including the development of metrics and requirements on data collection 
and reporting, to ensure demonstration projects' ability to measure and report their impact on 
health and cost outcomes. 

Rural provider capacity: DHHS is focused on building health care capacity in rural and 
underserved areas. As a part of this effort, we will seek to continue existing loan repayment, 
community grant, and Area Health Education Centers (AHEC) residency programs. As part of its 
goal to build a multi-disciplinary workforce, DHHS plans to pursue other initiatives, including 

requiring that PHPs or Advanced Medical Homes (AMHs) deploy community health workers and 
other individuals performing similar functions to improve population health by delivering certain 
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preventive or health education services. These community health workers and others will 
expand the reach of the traditional healthcare workforce into the highest need communities. 

2C) Maintain and expand best elements of today's care management and AMHs North 
Carolina's Medicaid program is characterized by high rates of primary care provider 
participation and investments in care management at the local level. These are key building 
blocks for driving efficient use of resources and increasing high value care, and the program 
design attempts to build on those features in the transition to managed care. This is one of 
the critical goals in the AM H design, and we are continuing to develop the details of this 

program. We intend to provide an update in the near future about this work. 

2D) Role of LME/MCOs 
In our proposed design for managed care, most beneficiaries would receive integrated physical 
health and behavioral health through a PHP beginning on the first day of managed care launch. 
A few special populations with unique health needs (individuals with serious mental illness, 
substance use disorder, or intellectual/developmental disability) would temporarily remain in 

their current arrangement, receiving physical services on a fee-for-service basis and behavioral 
services through an LME/MCO. After 1-2 years, these individuals would enroll in Behavioral 
Health I/DD Tailored Plans, which would cover both physical and behavioral health services, 
including waiver services. Tailored Plans would be selected through a competitive bid process 
and it is expected that some LME/MCOs could submit bids in partnership with a physical health 

plan to serve as Tailored Plans. This aspect of the proposed program design will need additional 

statutory authority from the NCGA to implement. 

3) Supplemental Payment Plan 
Federal rules prohibit the Department from continuing to direct supplemental payments outside 
those payments covered by capitation rates. The Department is working closely with the North 
Carolina Hospital Association to design a payment structure within Medicaid managed. While 

the specifics of this model are still being worked out, the new payment model will be 
costneutral to the State compared to the current model, it will only change the mechanism by 
which the funds are distributed. 

The new structure will transition most supplemental payments into higher base rates (though 
the total amount of money will be the same), which will in turn be used as a basis for relevant 
contracting guidance (e.g., rate floors) between PHPs and providers. Some payments, such as 
Graduate Medical Education (GME) payments and DSH payments, will not be included in the 
new base rates and would continue to be paid directly by the State to providers as allowed 

under federal rules. 

This aspect of the proposed program design will need additional statutory authority from the 
NCGA to implement. We intend to provide a more detailed update in the near future, and look 
forward to working with you on this issue. 
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4) Role and relationship of Carolina Cares (H.B. 662) to program design 
The General Assembly is considering Carolina Cares. The program design describes features that 

would need to be implemented if the legislature acts, some of which will also need to be 

approved by CMS. This includes: 

• Instituting premiums of 2% of income for most enrollees with incomes greater than 50% 

FPL, with select exemptions; 

• Disenrolling beneficiaries for failure to make premium payment with a "lockout" period; 

and 
• Establishing mandatory employment activities for most enrollees who are not already 

engaged in employment, training, or school (with select exceptions for certain 
caregivers, medically frail individuals, and individuals in substance use treatment). 

As noted, this aspect of the proposed program design will need additional statutory authority 

from the NCGA to implement. 

5) Medical Loss Ratio 
The Department will require health insurance issuers to submit data on the proportion of 
capitation payment revenues spent on clinical services and quality improvement, also known as 
the Medical Loss Ratio (MLR). CMS regulations and State legislation direct DHHS to establish the 
MLR for PHPs, and to require rebates if plans do not meet this standard. DHHS is still conducting 
the actuarial analyses necessary to establish the appropriate minimum MLR. Many features of 
the program design affect the MLR. For example, DHHS is working with hospitals on an approach 
to include hospital supplemental payments in the base rates and building those higher base 

rates into capitation payments made to PHPs; all else equal, this results in a higher MLR than if 
supplemental payments had remained outside of PHPs. 

6) Maintain chronic pain and pregnancy home 
The Chronic Pain initiative has shifted to become the Opioid Safety initiative, focusing on 
com batting the opioid crisis by addressing the prescription of opioids in pain management. The 
Pregnancy Medical Home (PMH) program is designed to improve the quality of maternal care 
and improve infant and maternal outcomes while reducing costs. It includes most maternity 
care providers in the state. 

We are exploring how to leverage the general structure of these programs in managed care, and 
will provide an update to the General Assembly and other stakeholders as this work develops. 

7) Eligibility and enrollment process streamlining and DHHS divisional roles 
DHHS envisions streamlining the eligibility and enrollment process for Medicaid to promote 
timeliness and accuracy. For example, at some point in the future, if a person's point of entry 
was their county DSS office, we intend for many individuals to be able to apply for Medicaid, 
receive their complete eligibility determination, and select a PHP all at the same time. 
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8) How solvency standards for PHPs will compare to LME/MCO solvency standards and what 

constitute differences 
PHPs will be held to solvency standards by the Department of Insurance (DOI) based on the 
financial risk that they are taking on. LME/MCO solvency is not regulated by the DOI today, but 
existing DHHS policies provider solvency standards for these entities. DHHS will provide an 

update to the General Assembly and other stakeholders as this work develops. 

9) Definition of what legislative changes are needed to ensure smooth and successful transition for 
vulnerable populations and to enable PHPs to manage integrated and coordinated care 

As discussed in the October 10, 2017 meeting of the Joint Legislative Oversight Committee on 
Medicaid and NC Health Choice, the major areas of legislative change needed to run a successful 

managed care program are: 
• Behavioral health integration and tailored plans 

• Phased implementation plan 

• Efficient benefit administration for family planning and inmates 

• Supplemental payments 

• Insurance regulation 

We intend to provide additional detail on all of these areas in the near future. 

10) Anti-exclusivity provisions 
Exclusive contracts between PHPs and providers would threaten the success of the managed 
care program by jeopardizing the broad provider participation and strong network that North 

Carolina has historically enjoyed. Such provisions could also violate North Carolina's any willing 
provider rules regarding physician participation in Medicaid. DHHS intends to oversee PHP 
contracting to prevent anti-competitive behavior. While the details of this oversight are still 
being refined, forms of exclusivity that the Department will likely seek to prevent include: 

• PHPs requiring providers to enter an exclusive arrangement with that PHP to 

preclude them from contracting with other PHPs. 

• Provider-led or provider-affiliated PHPs refusing to negotiate to join the networks of 
other PHPs, preventing those PHPs from establishing adequate networks. 

We look forward to continuing to work with you as we develop additional enforcement 

strategies. 

11) How provider capacity fits with the network adequacy standards for time and distance 
Network adequacy standards require plans to include a sufficient number of providers across all 
geographic areas to ensure all Medicaid beneficiaries have access to necessary services. They 
ensure that when plans begin enrolling individuals, the network is sufficient to meet the 
demand for medical services. The standards differ in rural and urban areas; plans are required 
to maintain a higher density of providers in areas with a higher density of beneficiaries. We 
anticipate offering a limited process by which plans can seek an exception if there is truly an 
absence of qualified providers in a given area; however, we expect this process will be used 
sparingly. Also, while the specific requirements are still under design work, the Department 
anticipates establishing requirements for plans around provider accessibility, including 

5 





consideration of provider capacity, to ensure that beneficiaries have actual adequate access to 

providers for covered services. 

12) How realistic is the proposed time table 
DHHS proposes managed care go-live would occur on 7/1/2019, 18 months after an anticipated 
waiver approval on 1/1/2018, consistent with the timeline laid out in S.L. 2015-245. The 
Department is in negotiations with CMS regarding the aspects of the waiver which require CMS 
approval and continues to anticipate submitting an amended waiver in late fall 2017. While 
DHHS is hopeful that the waiver can be approved by 1/1/2018 and believe this is a realistic 
turnaround time for waiver approval, we acknowledge that that timing is outside of our control, 
particularly given that there are several pending waivers from other states ahead of us in the 

CMS waiver review queue. 

Significant items not covered in the proposed program design 
Initial information on each of these topics is provided below. We intend to provide additional detail in the 
near future, and look forward to meeting with you to discuss these and other areas. 

1) Internal infrastructure and administrative functions beyond IT 
Consistent with the reorganization of the Medicaid and NC Health Choice programs described in 
S.L. 2015-245, the Division of Health Benefits (DHB) will become the division that administers 
the managed care program and the Division of Medical Assistance (DMA) will be eliminated. We 
will continue to work with the General Assembly as we prepare for this transition. 

2) Who, when, and how outcome measures will be established and incorporated into contracts 
Outcome measures will be incorporated into PHP contracts to ensure that PHPs are held 
accountable for both quality and value. DHHS intends to have a standard set of clinical quality 

goals and measures and to drive plan performance on desired outcomes. We intend to draw on 
the work done by the North Carolina Institute of Medicine (NCIOM), in alignment with national 
quality standards, and include measures that touch a wide variety of domains, including 
population health, chronic disease management, patient-centered care, and the Social 
Determinants of Health (SDOH) specific to the needs of North Carolina. 

DHHS also intends to incorporate measures of value into PHP contracts, including measures to 
encourage the accelerated adoption of value-based payment (VBP) between PHPs and providers 
that tie to the Department's quality goals. While these measures have not been finalized, DHHS 
expects to draw on the Health Care Payment Learning and Action Network (HCP-LAN) 

framework to define value goals and measures. The Department plans to release additional 
detail on quality and value measures in coming months. 
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3) Cost implications of any proposed changes to the initial legislation 
The proposed integration of physical and behavioral health services can reduce costs by 
preventing redundant care coordination and averting unnecessary service utilization through 
integrated, whole person prevention and shifting some care to lower-cost sites. 

The exclusion of family planning program enrollees and inmates from the managed care 
program is expected to generate savings versus enrolling these individuals in managed care. 
These populations both receive a very limited benefit package and as a result have a much lower 
per-member-per-month (PMPM) cost than other Medicaid participants. As a result, there is 

limited opportunity for PHPs to manage care for these populations, but additional 
administrative costs to the State of designing, contracting, and regulating a separate capitated 

product for these unique benefit packages with little to no offsetting savings. 

4) Cost implications for proposed program design 4A) Maintaining FFS for physical health for 
SMI, SUD, and I/DD populations 

DHHS proposes maintaining these populations in their current arrangement {behavioral health 
services covered by an LME/MCO and physical health paid fee-for-service) for up to two years 
before bringing these populations into managed care. Given that this is a continuation of the 

existing structure, this proposal is anticipated to be cost-neutral to the State. 

4B} Variation of tailored plans for special/high cost population in smaller plans versus part of 
the risk for the larger group 
DHHS and our actuarial consultants at Mercer are analyzing the financial implications of tailored 
plans. An important note is that DH B's rate setting methodology includes diagnosis-based risk 
adjustment, so a PHP would receive a higher capitation payment for managing a 
special/highcost individual than for someone with lower acuity needs regardless of whether that 
person is in a standard plan or a tailored plan. The risk-adjustment process is cost-neutral to the 

State. 

5) How this program design impacts NC Health Choice Beneficiaries 
NC Health Choice beneficiaries are treated like Medicaid beneficiaries in the Proposed Program 

Design, and generally the aspects of this proposal that are applicable to child population in 

Medicaid will also be applicable for the NC Health Choice population. NC Health Choice children 
will be a managed care mandatory population unless they are also a member of another 
population that is excluded or exempt from managed care. 
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TO: 
FROM: 

SUBJECT: 

NORTH CAROLINA GENERAL ASSEMBLY 
Raleigh, North Carolina 27601 

October 27, 2017 

MEMORANDUM 

Members, Joint Legislative Oversight Committee on Medicaid and NC Health Choice 
Rep. Donny C. Lambeth, Co-Chair 
Rep. Joseph Nelson Dollar, Co-Chair 
Sen. Ralph E. Hise, Co-Chair 

Meeting Notice 

The Joint Legislative Oversight Committee on Medicaid and NC Health Choice will meet at the 
following time: 

DAY 
Tuesday 

DATE 
November 14, 2017 

Senator Hise, Presiding Co-Chair 

TIME 
1:00 PM 

LOCATION 
643 LOB 

Parking for non-legislative meeting attendees is available in the visitor parking deck #75 located on 
Salisbury Street across from the Legislative Office Building. Parking is also available in the parking lot 
across Jones Street from the State Library/ Archives. You can view a map of downtown by visiting 
http://www.ncleg.net/graphics/downtownmap.pdf. 

If you are unable to attend or have any questions concerning this meeting, please contact Candace Slate 
at dollarla@ncleg.net. 

cc: Committee Record X 
Interested Parties X 
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JOINT LEGISLATIVE OVERSIGHT COMMITTEE ON MEDICAID AND NC HEALTH CHOICE 
•November 14, 2017 

Room 643 

The Joint Legislative Oversight Committee on Medicaid and NC Health Choice met on Tuesday, 
November 14, 2017, at 1:00 P.M. The meeting was held in Room 643. Senate members present were 
Valerie Foushee; Ralph Hise, Co-Chair; Joyce Krawiec; and Louis Pate. House of Representatives 
members present were William Brisson; Josh Dobson; Nelson Dollar, Co-Chair; Verla Insko; Gregory 
Murphy, M.D.; Donny Lambeth, Co-Chair; and Chris Malone. House of Representatives Advisory 
members Beverly Earle, Chris Malone, and Rodney Moore were present. 

Legislative Services staff attending the meeting included Jennifer Hillman and Jason Moran-Bates from 
Fiscal Research Division; Steve Owen, Denise Thomas, and Deborah Landry from Fiscal Research 
Division; and Amy Jo Johnson from Bill Drafting Division. Committee Assistants in attendance were 
Susan Fanning, Candace Slate, and Pan Briles. 

Serving as Sergeants-at-Arms were Jim Hamilton and Larry Hancock for th'e Senate; and Doug Harris, 
David Leighton, and Malachi McCullough for the House. See Attachment I-Visitor Registration 
Sheet. 

Welcome & Opening R emarks 

Sen. Hise, Co-Chair, presided. He welcomed everyone and then recognized Mandy Cohen, Secretary, 
Department of Health and Human Services to present agenda item II. Remarks from Department of 
Health and Human Services (DHHS) Secretary. See Attachment 2 - NCTracks Enhancement to 
Prevent and Detect Fraud, Waste and Abuse. Sec. Cohen spoke on the need for Congress to act on the 
Children's Health Insurance Program. She stated that the state continues to provide uninterrupted 
coverage, but that if the U.S. Senate doesn't take action in December, NC DHHS will need to come back 
to the Committee with a plan on dealing with the challenges, possibly an enrollment freeze. She spoke 
about the work that the Department is doing in moving forward with managed care and the need for 
different types of authorizing legislation to launch the most successful managed care program possible. 
She spoke on the General Assembly's charge to implement technology enhancement for dealing with 
provider or recipient fraud. She said that DHHS has identified those scenarios to focus on and is working 
with their vendors on implementation, and that the piece related to providers is currently being 
implemented and will have the first run by the month's end, while the piece related to the recipients is a 
bit more complex and will be online in April. 

Sen. Hise then recognized Steve Owen, Committee Staff, Fiscal Research Division, NCGA, who 
presented agenda item III. Overview of Medicaid Dashboards and answered questions from Committee 
members. See Attachment 3 -Medicaid Dashboards October 2017. 

Sen. Hise: Rep. Brisson 
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Rep. Brisson: Thank you, Mr. Chair. Steve, do you have numbers on how many applied and how many 
qualified? 

Steve Owen: I do not, but that's one of the questions we need to look at as we look at those 26 counties. 

Rep. Brisson: In the last couple years we've been doing some reevaluation with the local county offices 
and they spent a lot of time and overtime trying to get the changeovers, a caseworker could only do two 
or three a day. 'What were we overlooking? What's going on? Particularly in those counties where you 
said it's dropped so much. 

Steve Owen: I don't think from the data I presented that you can really make that conclusion. There was a 
report on timeliness and accuracy that the Department provided, as well as the changes there and that 
might be something better for the Department to respond to. 

Dave Richard: Rep. Brisson, we don't see that correlation between anything in terms of what was 
happening in timeliness and accuracy. We think there were some other factors that may be at play, 
including the overall population growth in those counties. We appreciate Steve's analysis of this and will 
continue to look at it, but we don't think that correlation is there. 

Sen. Hise: Rep. Murphy. 

Rep. Murphy: Thank you, Mr. Chairman. Steve, you said that it's $6 a month per person for family 
planning. The total numbers have gone down, but the cost has gone up 300%. Can you break that down 
into what those costs ru:e generally; are medications the reason for the skyrocketing cost, or is it other 
ancillary services? 

Steve Owen: Actually, the enrollment is what has grown by 340,000 so the number of people that are 
eligible for Medicaid for family p lanning services bas .increased over 300%. The cost really js limited to 
exams, screening, and tr'eatment related to family _planning activities, so they don't get a full range of 
services that Medicaid covers. The cost has actually remained fairly constant for the last few years. 
Actually, I think it's down a bit from what it was two years ago. 

Sen. Hise: Rep. Lambeth, and then Rep. Insko. 

Rep. Lambeth; Thank you, Mr. Chainnan. Always as usual, good presentation, great data to look at. You 
might look at unemployment rates in all the counties and see if there is a con-elation in unemployment 
rates. When I first came and it was running over budget, we attributed a lot of that over budget to the fact 
that unemployment was very high. Now unemployment is very low, a 17-year historical low, and there 
may be a correlation. Also, I find that one slide that shows the variance interesting in the scheme of 
things, we still don't have a major budget variance because we spent a lol ufmuney uu Me<liL:ai<l, uul it 
does jump out at me that dental and home health, the magnitude of dollar variance versus the spend is 
pretty significant. We obviously spend a lot of money on hospital and physician services. Home health 
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and dental as a proportion is very high as a percentage. Have you done any drill-downs into those? It's 
great that people are taking advantage of the dental services. I get a lot of questions about Medicaid 
dental, so maybe they're finding their way to those dental clinics. 

Steve Owen: I think you're correct. I've not done any real drill down other than identify where the 
categories or variances are. The home health and DME as a percentage is probably the largest variation. I 
know there are some offsets with the CAP programs, but when you look at CAP, DME, home health· 
together, there's still a variation that I don't know that I can explain or even understand at this point. 

Sen. Hise: Rep. Dollar. 

Rep. Dollar: You were talking about home health, so this is against what was budgeted, or what was 
assumed in coming up with the budget. Do you have numbers of ,what the actual change is in year over 
year? 

Steve Owen: I do not have those with me, so I will get those to you. You're correct. This is the variation 
from what the Department expected to be spent. What I used here was the infotmation that they provide 
tltrough the re base. 

Rep. Dollar: In terms of the family planning component, is that just more people accessing birth control, 
or more procedures. Do we know what increasing services have been driving that as that line's been going 
up? 

Steve Owen: When ACA was implemented there were changes in the way people were identified as 
eligible for this program. So people applied, either through the Exchange and then were transferred to the 
Department, or more people were detennined to be eligible through NC FAST. At some point you would 
think equilibrium would resume and we would return to a more normal pattern. We just have seen this 
continuation of growth and I haven't been able to get an understanding of why that is. On the spending 
side, again because it is limited to examinations, treatment, and screenings, the services that are actually 
accessed are fairly consistent with what they were. This chart really reflects the gro,vth in the number of 
people, the spending at $6 a person. Obviously, we would be over budget with that, but in the scheme of 
things it's not a huge number. 

Rep. Dollar: These,are individuals that would not have been, prior to the ACA, eligible, that are in the 
current environment eligible and so to a certain extent, we had been expanding Medicaid in a sense. 
Certainly in this category we have more people enrolled and that's been going up rather significantly over 
the past few years. Is that a correct analysis or not? 

Steve Owen; I think that's part ofit. These are individuals that probably have been eligible all along, but 
the process and the systems now identify them as eligible, where prior to the ACA, our system of 
implementation just didn't catch them. I don't know if that's a fair statement or not. 
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Dave Richard; That would be correct, yes, sir. 

Sen. Hise: Rep. Insko. 

Rep. Insko: I understand that there has actually been a drop in the number of children per family over the 
past 10 years. Have you seen those trends in the Medicaid population specifically? We're now down 
below two children per family. 

Steve Owen: I have not looked at that. I'm not sure if the Department has. 

Sec. Cohen: I believe that's because there are more child-only folks. If you look at the distribution there 
are fewer adults per child, but I think the number of total children has been fairly consistent, or consistent 
with where we were projecting. TI1e number of children and their parents also being on the plan has 
decreased, so it's child-only. 

Rep. Insko: So, do we have automatic enrollment or do you have to re-enroll every year with Medicaid? 
Or do they stay continuously enrolled until they fall off? 

Dave Richard: Annually, there will be enrollment for the individuals in Medicaid, so, yes. 

Rep. Insko: So have we seen a falloff in the enrollment? 

Steve Owen: In te.nns of the numbers of children, as you see from this chart, prior to July I st of this year, 
the numbers haven't necessarily declined. The expectation was that it would continue to increase, 
although we actually have seen through October 1 s1

, an absolute decline in the number of children when 
you add together all the children categories, so we actually have seen less kids enrolled. 

Rep. Insko: Can you break down where the increases are iri home health service versus direct medical 
equipment? 

Steve Owen: l can get that infonnation for you. I don't have it with me today, unless the Department 
wants to answer. 

Dave Richard: On home health we can go in and get the exact detail. We do know what is driving that. 
So, Steve suggested that you see an offset in the CAP programs. The entire offset doesn't equal the 
amount. We believe most of this is driven in their private duty nursing side, and there were several 
reasons for that. If you recall, we went throug]J. a long process ofrevising our CAP/C waiver, having to 
take the private duty nursing part of that outside of the waiver. It still counted for the entire population in 
terms of how we do budget neutrality and it's managed together, but it's now on a state plan service. That 
was because we had a similar state plan so we couldn't have it inside the waiver. That was a change that 
we had to make. When we made the change, what we'd committed to was that for those families who had 

4 



) 

Joint Legislative Oversight Cemmittee on Medicaid and NC Health Choice 
November 14, 2017 

private duty nursing under the CAP/C waiver, when we moved it out to a place no longer in the fee-for­
service side, no family would lose any hours in that process. To do that, we had to lessen some of the 
rules around the private duty nursing for the fee-for-service area. So that's part of what you see in here; 
we expected that to happen. We're watching it daily to make sure that we don't see this continued growth. 
We think it's going to level. There's also a little bit of this that includes having to do a retroactive 
payment for those people in the PDN that were on the CAP/C, the PDN was inside of CAP/C. We had to 
wait until we pulled it out to be able to do that retro payment, so some of that is in there also. 

Sen. Hise: In slide 5, looking at the changes in enrollment in children, what have we seen corresponding 
in the CHIP plans - health insurance plans? Are they similarly declining? The economic shift may 
indicate that people are moving from one area to another. 

Steve Owen: I can get you the exact infonnation. What I recall is that the health choice plan has not seen 
a similar decline. Children here include what we call MCfllP, which are those kids thaHechnically are 
funded under the SCI-ill' program, but we've always had them as Medicaid, at the Oto 5 group. The MIC, 
which are basically the kids from age 5 to age 18, other children, AFDC under 21, so it is really the 
combination of all children. We saw so much movement between categories, I put them all together when 
I looked at the kid population. 

Sen. Hise: And just to follow up on that, you showed the ACA and its changes in emollment, but as best 
'1S I remember, the only change for children under the ACA was the shift from those who were on the 
Children's Health Insurance Plans to Medicaid and how that was paid. There were no other changes in 
services in enrollment implied to children tluough the ACA? 

Steve Owen: The Affordable Care Act actually increased the threshold based on the federal poverty level 
up to 133, so what we saw is about 70,000 children on January 1st move from what we call NC Health 
Choice over to Medicaid. That's the bump you see around that green dotted line. If you remember, we 
were extending eligibility, people were past their normal one-year point. There were a number of issues 
going on that caused that continued rise, I believe. 

Sen. Hise: Any other questions or comments? Thank you, Steve. I appreciate it. 

Sen. Hise then recognized Dave Richard, Deputy Secretary for Medical Assistance, DHHS, to present 
agenda item IV. Medicaid and NC Health Choice Enrollment. Dave Richard, along with Michael 
Becketts, Assistant Secretary for Human Services, DHHS, presented agenda item N. and answered 
questions from Committee members. See Attachment 4 - Medicaid Enrollment Update. 

Sen. Hise: Questions for Dave. I just ask one that's more directly related to Michael, working with the 
county DSSs. How is the state emphasis, and I know what we're doing on Medicaid and others, balanced 
with ensuring timeliness, particularly for Food and Nutrition Services? We ran into that problem a little 
before you arrived. Are you seeing similar improvements across all areas ofben.efits in the counties? How 
are you focusing on those? 
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Michael Becketts: I was the Director of Social Services in Durham County for 5 years and, while not at 
the state, I was subject to the monitoring of timeliness around Food and Nutrition Services. We're trying 
to make sure that our efforts do not create a deficit in other places, and so when we look at our timeliness 
rate for Food and Nutrition Services, we are as a state meeting that mark of 9 5% of timeliness and has · 
been doing so rather consistently. While there are variations at the county level, overall our timeliness rate 
for Food and Nutrition Services is stable. 

Sen. Hise: Just to follow up, the other variance we saw a lot, particularly in Medicaid emollment, was not 
just timeliness, but accuracy. And we had some counties that came in at 50% accuracies and we had some 
come in with great numbers. Are you doing any monitoring? I know that we had provided to begin some 
auditing, but do you have any sense on what is happening with the accuracy of determinations? 

Michael Becketts: I don't have that data in front ofme. My general sense is that we are improving, but 
we can be more precise on the report. 

Sen. Hise: Dave is going to continue for the fmancial update. Previewing this and looking at enrollment 
here was absolutely not information we had 3 years ago. The best we could get in the budget report 3 
years ago was how many checks we had written at this point in the year, and how did how much we spent 
compare to the same number of checks written the previous year. That's really what we had, and to begin 
to break down enrollment information and spending, the dashboard's helpful. We have a long way to go 
still, but this is a night and day difference from what we were looking at a few sho1t years ago. So, 
congratulations to everyone on that. 

Dave Richards: Sen. Hise, thank you for that, and again, we believe this is a partnership as we do our 
forecasting and work with the General Assembly, and it is a large budget. 

Dave Richard and Roger Barnes, Chief Financial Officer, Division of Medical Assistance, presented 
agenda item V. Medicaid and NC Health Choice Financial Update and answered questions from 
Committee members. See Attachment 5 - Medicaid Finance Update. 

Sen. Hise: Any budget questions? 

Rep. Dobson: Thank you, Mr. Chairman. The previous presentation, ifl'm reading correctly, was $13 
million over budget, and your presentation is saying 0.8% favorable. What am I missing? 

• 

Roger Barnes: This is as of the end of September. Steve's presentation is as of mid-October, and ifl look 
at today, at this week's checkwrite, we're $11 million under budget, so what you're seeing is a normal 
variation from one checkwrite to the next, and as we go further out into our forecast to the annual part, we 
really want to make sure that we will meet our targets being under budget, and that's what we will db. 

Steve Owens: Only thing I would add to Roger's comment is that actually what 1 was using was the 
checkwrites through the end of October, but it was only NCTracks. This is a complete picture of 
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Medicaid including rebates, administrative expenses, non-NCTracks service costs. This has got 
everything on it, versus just the claims processed through NCTracks. 

Rep. Dobson: Thank you. That clears up the discrepancy that I had. 

Sen. Hise: How is our recovery on fraudulent cases comparing at this point in the year with previous 
years? I know we did some additional personnel and others into the budget; just seeing when that 
utilization may occur. 

Roger Barnes: Thank you for the question, Sen. Hise. I don't have that number on the top of my head, so 
I will need to go back and pull that information. I think we're on pace with the recoveries, however. 

Sen. Hise: Rep. Lambeth. 

Rep. Lambeth: Thank you, .Mr. Chahman. Is there a quick answer to the supplemental payments being 
so far over, or is that just a timing issue? 

Roger Barnes: Yes, it is just a timing issue. The majority of our payments would occur later in our state 
fiscal year. 

Sen. Hise: Are there any other expected large expenditures that we may be in debt for to the federal 
government or other payments that you expect to be coming in this year that are not accounted for yet in 
the budget? 

Dave Richard: We have constant things that go on in terms of audits and other things. We see nothing in 
the current year that will impact this budget that we would have to pay back to the Feds. Frankly, we're 
not looking at having anything that significant that would impact us at thal level. If there is something, we 
will come to you, so you know ahead of time before one of these meetings, but right now we don't sec 
something out there. 

Rep. Dollar: So you're saying this is the fourth or fifth year we'll actually be under budget in Medicaid? 

Dave Richard: I think it will be the fourth year; I may be wrong. This is the most aggressive rebase 
we've done in terms of our forecasting. We had a couple of years where it was significantly higher than 
we wanted to return to the General Assembly because, obviously, any dollars that are rebated at the end of 
the year the Governor nor the General Assembly have the ability to think about how to use for other 
programs. We were very tight in this effo1i, so we're optimistic that we'll finish that way. Sec. Cohen has 
been very clear we will not finish this year over budget. I don't think you can anticipate some large 
number ofretum to the general fund at the end of the year. 
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Rep. Dollar: You're correct as to what we want in the General Assembly. A couple of years there it was 
nice to have huge dollars coming back; we were able to use those for other things. But yes, it's much 
better to be right on budget, and for the fourth year we'll either be under budget or maybe right on budget, 
what we're looking to do. 

Sen. Hise: Sen. Krawiec. 

Sen. Krawiec: Thank you, Mr. Chairman. Mr. Richard, you remember last time I told you Sen. Tucker 
and I were rabid about fraud? Do we have someone specifically tasked with investigating frauds of these 
services? 

Dave Richard: We do have an entire division, inside of Medicaid dedicated to that. It's our program 
integrity section, with multiple people responsible for that oversight ~nd effort. We'd be happy to spend 
more time on that at some future presentation if you'd like. 

Sen. Hise: Any other questions or comments? 

Sen. Hise recognized Sec. Cohen for presentation of agenda item VI. Status of 1115 Waiver and Work 
Plan for Medicaid Transformation. See Attachment 6 - Medicaid Transformation. Sec. Cohen, Jay 
Ludlam, Assistant Secretary for Medicaid Transfmmation, DHHS, and Dave Richard presented agenda 
item VI. 

Sen. Hise: Rep. Dobson. 

Rep. Dobson: Madam Secretary, you talked about the capitation rates. Normally, when an RFP goes out 
you go with the lowest bidder. If we're going to set the capitation rate before the RFP goes out, what 
metrics will be used to determine who gets those 3 statewide contracts? 

Sec, Cohen: We measure them against a standard of"can they deliver the services for our population?" 
We say we want you to deliver physical and behavioral health services and they have to prove to us they 
have a network of providers to do that. They'd have to show us how they are contracting with doctors and 
hospitals to have a statewide plan, for example. We'd ask them to show us how they're going to do care 
coordination, and they'd have to show us their plan for care coordination. It's a gamut of hundreds and 
hundreds of standards like that, and we will have a rubric, as Jay was mentioning, a scorecard to show_ 
you get 10 points for network, 10 points for care. We will have a rubric that will be very transparent; the 
RFP will say this is what will give you extra points. These are things that are non-negotiable. Either you 
have them or if you don't you don't even get to the next stage. The next stage will be things that are going 
to inch you up toward getting selected. You don't compete on price; you compete on quality. That is the 
way most states do it. Some states sometimes have a band of the capitation rates. Feedback from other 
states really didn't bear out in terms of either getting better costs or better quulity for follcs, 30 we're going 
through a process of really using the best actuarial science to build our capitation rate based on the 
historical data, and then asking folks to meet the standards that we've been articulating in our first paper 
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and in all of these technical documents. Th.is is why I'm excited that Jay is on the team, someone who has 
been through this and supervised these kinds of bid processes before. 

Rep. Dobson: Mr. Richard, on slide 9, you talk about non-Medicaid federal grant dollars will be 
managed by the tailored plans. So, only non-profit or governmental entities will be able to offer them 
because of that non-Medicaid federal grant dollars. What type of entities other than the LMEs could you 
imagine, not specific names or organizations obviously, but what type of entities could you envision · 
perhaps taking this on? 

Dave Richards: There are certainly health plans that are non-profit health plans. There are health systems 
that are non-profit health systems that could be a part of this. One of the right combinations would be a 
combination of a health plan or some other thing with an LME/MCO to be able to do this work. The idea 
of building upon what works in th.is system is something that we want to do. So those are potential 
options that, as we currently envision it, would be there. But again, that is the work we want to do with 
you. 

Rep. Dobson: Thank you. On this same issue, if you envision this going forward through legislation or 
however we can get there, is that the permanent solution going forward for the tailored plans? 

Dave Richards: Ultimately, the state of North Carolina will move to a system that requires that our 
managed care plans manage both behavioral health and the physical health needs of individuals, because 
it is ultimately the right way to get integrated care. You can do all the other things you want to do, but, 
eventually, if you don't have people responsible for the full cost of care from that visual, the obstacles are 
significant to get there, and we know that's better care for individuals. So, for North Carolina at this point, 
this is the right answer because 'it builds on what we've done. I don't think we can ever say "never," that 
there wouldn't be another iteration, but I believe ifwe do this, we've set the course that we can build 
upon, continue to use to make sure that we get the best services. So, no guarantees that it's the last part, 
because we have had a lot of reform in mental health, I know, but I think if we make this step, then what 
we can do is stabilize the system, stick with it, make sure that we're continuing that process, and we 
should be able to do that hopefully for a long period of time. 

Rep. Dobson: Thank you, and I would share that I think the sooner that we can get to as permanent as 
permanent can get solution so everyone would know the path forward I think the better. Thank you, Mr. 
Chairman. 

Sen. Hise: Rep. Lambeth. 

Rep. Lambeth: There was no mention in here of the development of metrics that will eventually reward 
through an incentive system. Is that in the process? You 're developing those metrics, it was just an 
oversight in here? 
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Sec. Cohen: So there will be a separate paper on our quality strategy, as well as our care management, 
and that is where we will use some tools, both incentives and carrots and sticks, around incentivizing 
quality. Yes. 

Rep. Lambeth: One additional question, Mr. Chairman. One comment had that would include statewide 
commercial plans and regional PLEs, and I believe the plan actually allows the statewide to be both 
commercial and/or PLE plans. You might want to make that correction on the slide. 

Sec. Cohen: Good catch, yes, thank you. 

Sen. Hise: Rep. Dollar. 

Rep. Dollar: As you know, Madam Secretary, I'm not sold on all the changes that are being proposed 
here with respect to the LMEMCOs. The reason why I'm not is this is something that we've been 
investing six-plus years, actually six years prior to that in a pilot. Then when we passed the law in 2011 
and then subsequent legislation, it keeps getting said, and I wish it would not be said "We have managed 
care and behavioral health now." The LMEs are local management entities managed care organizations. 
So, we have that now and we also have one card. I'm not sure what the magic of having one card is, but 
we have one card now. When the Department says "best practices from other states," do you have some 
specific best practices? Because I know that there are times when you go to another state and you talk to 
them, and they'll tell you a good story about their program. It's not necessarily what's going on on the 
ground. So, I'm particularly interested in which specific best practices as it directly relates to ID and DD 
services you're talking about. 

Sec. Cohen: Arizona has done this work. The National Governors Association has now put together a 
collaborative on best practices in behavioral health and they've highlighted three states: Arizona, 
Michigan, and one other, validating to me that they are also looking at two of the three states that we 
looked toward for best practices. How do you think about the financing side to drive the results that you 
want on the delivery side? We've been able to connect with the Arizona team, and that is helpful. 
Importantly, we want to recognize the infrastructure that we have here. We are doing a version of 
utilization management or managed care in the behavioral health side. Folks do still have to have their 
physical health needs authorized by the state or, in the future, by another managed care entity, and so I 
think as we move into managed care, our responsibility is to look at what's going well in other states, but 
then adopt it to what is the reality here in North Carolina, and you see this plan that is unique. I think it is 
unique to N01ih Carolina, because it builds on the capacities that we have here, and takes those principles 
and best practices in Arizona. It's not exactly the same. Arizona does not have governmental-type entities 
that would be part of these plans. That's not their governing structure; they didn't have the type of 
LME/MCO infrastructure before they made their change. We're trying to adopt to what we see here, yet 
still bring those same principles and the same structure. 

Dave Richard: Sec. Cohen had said early on that many states that started out with a carve-out or, in their 
fully grown managed care, arc trying to figure out how to make sure they integrate those populations. 
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You can't go to a conference with Medicaid directors without that being the topic. There is clear 
indication that the integration of behavioral health and physical health is not only the trend, it's the best 
practice for states going forward. I would add, because you mentioned the IDD population, our system 
works an awful lot like Michigan's. They're moving toward trying to integrate their current behavioral 
health DD system with physical health. We have this system that does really good things for certain parts 
of our population, but what it can't do is create that alignment between the physical health spend and the 
spend for behavioral health and development. And it creates quality issues in terms of how we do the 
work inside of that. But, what I'd say, Rep. Dollar, is that it is hard to find a state in the country that isn't 
trying to move toward an integrated model. 

Rep. Dollar: We could debate more on that issue, in tenns of quality and what's actually being done. 
Currently, we could bring up the LMC/MCOs and have countless examples of community investment. 
I'm talking about in the millions of dollars in community investment in facilities, in certain cases, and 
other cases services are provided for because of how we have designed the system in North Carolina. You 
all sent the additional paper at the end of the week so I haven't been able to fully analyze that. But, I have 
yet to see where you're going to generate the money, and how it's going to be generated specifically for 
community investment. We have serious problems in this state and in this country in terms of mental 
health, and mental disease and behavioral health issues. Ifwe don't have some mechanism, the General 
Assembly, somebody, is going to have to come up with the money to do that. Where is that c01mmmity 
investment in this plan? 

Dave Richard: Rep. Dollar, one of the things I clearly anticipate is that if you are a tailored plan and you 
are responsible for the total spend of a population that has significant mental health needs, substance 
abuse needs, and developmental disability needs, you're going to be looking for your community 
investment. You will be doing community investment. Where we are going to get the best bang for our 
dollar is when people begin thinlang about how to use the entire Medicaid dollar, along with those state 
dollars, to best serve the population. And the reality is that incentives work, right? So if we're creating a 
system where we are telling these organizations that you are responsible for the total spend of these 
individuals, you 're responsible for the outcomes that we've put out for those folks, and if you don't meet 
those outcomes, we're going to either give you carrots or sticks as the Secretary's described it, then 
they're going to invest in the things that will make their outcomes better. That's what we want to see. 
They won't be silo investments, they will be investments that both address the physical health needs 
along with the behavioral and developmental disability needs. 

Rep. Dollar: That all sounds real nice and good, but it's not the real world in many respects. I mean, you 
have to have specific facilities to address behavioral health needs, whether it's children or adults. 
Otherwise, the hospitals could do the whole thing, but they're not designed for that. Somebody's got to be 
able to make those specific investments, and, when you talk about the population, there may be some 
coming agreement on saying that mild to moderate services would be billed under the larger capitation. 
Obviously, a lot of physicians and others would like to be able to do that for a host of very good reasons, 
reasons of integrated medicine that I think everybody here supports. But, as a practical matter, you back 
those people out of the capitation as you mentioned, Mr. Richard, earlier, that means that that "capitation" 
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for the LME/MCO or tailored plan or whoever is going to go up greatly - a lot of the ID/DD folks, you're 
talking about a great deal of just fixed costs. And although I think they're doing an excellent job right 
now of trying to manage what people are receiving, we are taking away part of the area in there and the 
way that capitation works in which they are able to realize additional funds for that community 
development. And before somebody says "Well we don't think that's the way it'll happen." banks are 
going to have to show me numbers that that's not a legitimate concern with what we're talking about 
doing. 

Dave Richard: Rep. Dollar, I appreciate all of your comments, because those are things we need to be 
able to respond to and give you great detail on and I think as you review the paper you'll see a lot of those 
thing addressed. We definitely want to continue that dialogue. Let me give you an example of the reason 
why integration makes sense, You're very familiar with the ICF program for people with developmental 
disabilities. Let's use the community side, mostly in group homes. The entire spend for the developmental 
disabilities services, except for medical, is included in the cost of that service. Right now, we pay a 
capitation rate to the LME/MCOs who then contract with the ICF providers based on a rate that they give 
to them. And that capitation rate is designed just to provide the service for the individual in the group 
home. When an individual in one of those group homes winds up in the hospital, and it happens often, the 
LME/MCO no longer pays for anything at that ICF, because the individual is now inside of a hospital 
where the Medicaid rate's being paid fee-for-service. While they're in the hospital they don't pay, but we 
continue to pay the capitation rate to the LME/MCO because that's how we have to do it to make the rates 
stand for those individuals. But if we had an integrated system, I'd actually show you how we can not 
only do what's right for the individual, but improve the cost outlook for how we do business. I don't think 
there is an LME/MCO in the state that thinks this way, hut, right now, if T'm not paying for 11 person in a 
hospital, I have very little incentive to go buy an additional support for that group home or make sure that 
that individual gets out of the hospital quickly because, right now, it is being paid for by pure Medicaid 
fee-for-service. If we stay in a system we are in right now, it'll be paid for by a separate health plan. If 
we're all one total cost to care, I guarantee that the managed care organization that has the responsibility 
for that would be doing everything in the world to get the person out of the hospital quickly because the 
cost ofliving in that home is a lot less expensive than a hospital stay. It's better for the individual, and so 
we wind up aligning the actual financial incentives with quality incentives. And there are multiple places 
inside our system where we can show that. Now, again, I don't believe anybody at the LME/MCO system 
was trying to do a cost shift, but there is a natural cost shift that happens the way we do business today. 
So I think some of the things you're concerned about, in terms of that investment, actually get addressed 
in creating the right incentives with the financial and quality standards. 

Rep. Dollar: With the current system, we control the capitation rates. So if you believe there needs to be 
an adjustment, you can do it on an annualized basis. You won't have that if you move to the system that 
you are talking about. You won't have the hands-on control nearly as much as we currently have with 
managed care in the public sector. When we talk about integration, particularly with behavioral health, 
it's not simply a matter of physical health plus whatever the behavioral health issues are, which can be 
quite a range. You're also talking about integration with public schools, juvenile justice, DSS, and a 
whole host of non-governmental agencies, private groups and the like that are all involved with 
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behavioral health at the community level. And we have a lot of integration and connections there that I'm 
just not seeing the valuing of in all these proposals. I keep seeing "we've got to get this money up here," 
but in behavioral health and mental health, if you don't have that network out there, and if we do things 
that take away folks that are trying to pull all of that together at the local level, we will have lost 
something very, very important in this state that goes back decades before even the LME/MCOs now, · 
going back to the areas in the counties in terms of behavioral health. We need to make sure, in the pursuit 
of other, sometimes very worthy goals, that we take sight of what we might lose. 

Sec. Cohen; Those are excellent points. What are the guardrails that we need to put on this, both from a 
governance structure as well as a spend, and the expectations of what these tailored plans would be 
expected to do in terms of partnership with local entities? I think that we are aligned there and it is a 
matter of"let's do the work" and articulating what those guardrails and parameters are that can take us to 
the next step. I think these are the kinds of issues that we want to get out on the table. 

Rep. Murphy: When we're sending out the RFP for these companies and they're going to be told "this is 
how much it is going to cost," are we going to look at how their expenses are going to be done? In other 
words, we're now moving into managed care and now we're moving into an administrative cost that 
previously had not been heretofore, and 93% of the providers participate in Medicaid. I just want to make 
sure that all of a sudden we're not going to have an administrative blossom of costs and lose providers 
from the system. 

Sec. Cohen: That is something that we think about a lot in terms of the burden on the doctors and other 
clinicians in the system as we make this change. Right now we have one payer. In the future we'll have 
more than one payer, and by design that means there's going to be more complexity in the system. So it's 
incumbent on us at the state to think through the ways we can reduce that burden as much as possible. 
There are a number of ways that we've been talking about, whether it's unified credentialing or a unified 
quality strategy, so every plan doesn't have a different quality metric. It's all the same. We have a 
standardized drug formulary, those kinds of things that have some standardization for our doctors and 
providers. We welcome feedback. We've been asking to help us prioritize what are the hardest, biggest 
pain points in tenns of administrative burden. We're never going to be able to add everything, so help us 
prioritize. On the administrative cost side for a managed caic entity, we do have specific structures as we 
build our rate methodology. We outline how we build the administrative dollars that will go into that 
capitation rate; we also cap how much a managed care entity can spend on administrative dollars versus 
clinical dollars. You have to spend at least 85% of the dollars on clinical services as opposed to admin. 
We both create a rate that reflects the need for administrative dollars to run the program but then we make 
sure that 85% of those dollars are going into clinical care. 

Sen. Pate: Are we certain that we've covered-all the bases? Are we going to suddenly find there's a group 
that hasn't been covered and suddenly they're Jocked out? Is there some way of getting them in? I'm 
specifically talking about TBI folks. 
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Sec, Cohen: We are trying to be as transparent as possible, down to the individual diagnoses codes, so 
that everyone is very aware of who's in what bucket and gives us feedback. This is the time; give us 
feedback if we are not recognizing service needs. We think we did a very thorough job, but always 
welcome additional feedback to say "You know what, this ,diagnosis really belongs in this category versus 
that." This is why we did it down to the individual diagnoses codes. We also outline a process, ifwe got it 
wrong and that will happen, to rapidly address that. We want to make sure that we are building processes 
that are as focused on those that we are serving as possible. There are a lot of competing thoughts, so we 
are trying to find the right middle ground to move the whole system forward, and then we'll adjust. That 
is my pledge to you - to continue to be transparent, to continue to look at data, to continue to be 
responsive to those we serve, and then if we need to, we'll adjust. 

Rep. Insko: My concern has to do with maybe two groups of people. You said 120,000 people would 
stay on the tailored plans; I'm not sure how many people that carves out. vVhat's going to happen to the 
uninsured? lfwe lose our LME/MCOs it all goes into standard plans. Eventually, they won't be covered. I 
don't know who will be responsible for them. I don't know whether we'll have people in the traditional 
plans that will want to provide housing for mentally ill people. A lot of that doesn't fit into our traditional 
health plans. Part of my concern is will we have state facilities? Who will take people to the emergency 
room and then to the state facility? I don't see how all of that eventually works together. Will the 
LME/MCOs eventually go away? 

Dave Richard: We believe in this plan that we've put forward. There is the right pathway for the 
LME/MCOs to be a partner in this effort and one of the important ways in which we evolve this system. 
The word "tailored plan," actually is the exact right word. A lot of people used "specialized" or "specialty 
plans," but this is trying to design to be tailored around a population that you described. You're right. 
Housing is so important to people who have significant mental illness. It is important for the folks to have 
transportation. The reality is that the LME/MCOs today don't provide housing directly. They use contract 
agencies to do that work. The LME/MCOs still may transcend the community they live in. Our DOJ 
settlement requires responsibility for certain housing activities. But we have a great partnership with our 
housing finance agency to do that. We don't see that changing in the tailored plan - the responsibility to 
make sure people are inside of housing; that's part of how they do treatment and the other services. 
That'll be part of the tailored plan support. Right now, uninsured is paid by our single stream dollars and 
the other IPRSs, we used to call it. That is why we say state and federal monies will be with the tailored 
plans, because that is where that money should go. Those state dollars, at whatever level the General 
Assembly appropriates, need to be in those tailored plans because they are tailored and designed for those 
people with the most significant needs. So, we don't see that as something that will be part of the standard 
plans because it's for those individuals at that level. We would not be proposing something that we 
believe would not be better for those individuals that have those significant needs. The reason we suggest 
the tailored plan is because we want to make sure that the care management and care coordination is 
appropriate for this population, and that individuals do not get lost in the iarger plan. So our goal is the 
same that you have, to make sure we continue with the good things that have happened while at the same 
time improve by creating a total cost-to-care model for these individuals so we address their physical 
health needs at the same time as the behavioral health needs. 
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Rep. Insko: I would like, specifically, to get more information on exactly what these other states are 
doing with these specialized populations and the evidence that they are actually doing better than what we 
would be doing now. 

Dave Richard: Would be happy to do so. 

Sen. Hise: When we talk about getting this waiver approved, we understand that there is a short timeline 
when the legislature needs to act in this process, but what is the value to CMS of integration? They're the 
ones we're going to ultimately have to negotiate with for approval for our system, and I know you, 
Secretary, have some pretty extensive experience there. They manage this nationwide. What do value do 
they see of integration of mental and physical health within a plan and how important is that to their 
ultimate approval of a plan? 

Sec. Cohen: They have been extremely supportive and have given us good suggestions on how to further 
refine the work that we're doing, but definitely think that we are headed in the right direction in terms of 
integrating physical and mental health. They've been telling us stories of other states having to go back, 
amend waivers, or redo processes to bring these together now, and that it is hard and don't go down that 
path. I do not anticipate having any issue with them approving this piece. They've done it in other states 
and are encouraging. There are almost no states that aren't moving some part of their Medicaid program 
in this direction. If anything, they would caution us against not doing it. And again, that comes from both 
a clinical outcome and a budgetary outcome from their perspective. We've gotten a lot of support and 
good suggestions on how to just refine things at the edges. 

Sen. Hise: I have felt from the begillling that it is important to move all of mental health under a single 
system as a covered service and put in responsibilities for overall plans. And those who fail the mental 
health population need to have at risk losing the entire population they serve and their contract to make 
sure they provide those services. I do understand the need to move quickly. And while this is not the gold 
star of where we ultimately need to be, I think it is an incredible step in the right direction. We have heard 
a lot of rosy things about the LME/MCOs, but having done the budget for the last couple years, there is 
another side to this. We talked a lot about investment in communities. Well, I've seen a lot of investment 
in fund balance with entities that build a fund balance larger than the state ofNorth Carolina, and not until 
we begin to make significant cuts to that do we begin to see any plan for how those would be reinvested 
in the community. I am approached by advocates for different individuals with disabilities on a regular 
basis here that tell me how the system is currently failing them in handling and managing their services. I 
think we all know we can do better for the population with severe and persistent mental illnesses. Once 
we can bring all the dollars on the table to be able to manage their care, we are in a position to create a 
system with performance measures to ensure that occurs. 

Secretary Cohen then presented the final slide titled Supplemental Payments: Context and Approach. 
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Sen. Hise: Does this, in effect, lock all hospitals into fee-for-service? How much can plans vary from the 
floors in order to put in incentive payments and maybe guarantee the overall dollars? How much 
flexibility do they have within those? 

Sec. Cohen: So it'll create floors, but it won't change your ability to negotiate with the individual payer. 
There will be some restrictions in the first couple of years just to retain some stability, but then free up, on 
the latter half of our waiver period, more of that negotiation. This is where we are encouraging our future 
managed care entities to move to altemative payment models very quickly. Those are things that take a 
little bit of time to gel and get right over time, so I don't anticipate seeing those alternate payment models 
out of the gate day one, maybe we will, but I think year two, three, four, we'll start to see some of those 
alternative payment models and moving away from fee-for-service. In fact, I think this accelerates that 
process, it makes sense. Roger, do you want to add anything? 

Roger Barnes: Sir, to what you're saying and why we put up there that the fee-for-service and the 
managed care rates would be the same; it is primarily to help administratively. Currently our hospitals' 
base rates are $2,704, but once you add in the supplemental payments, they can get as high as $7,000 per 
discharge. So, we did not want while we are transitioning from fee-for-service into managed care, to have 
some of those fee-for-service payments at the $2,704 and the managed care at the $7,000. We still have 
the carve-out populations that we will be dealing with. Now, all of this we are designing, working with 
the hospitals to make this as budget neutral as we possibly can. This is where we will be looking at 
possible legislative action, and that is, at what tax percentage rate would we want to look at, that we need 
to refine the hospital providers assessments legislation. 

Sen. Hise: Any other questions, comments on supplemental payments? 

There being no further business, the meeting adjourned at 3: 17 P .M. 
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NCTracks Enhancement to Prevent and Detect 
Fraud, Waste and Abuse 
• Enhancement goal: Identify scenarios that can be evaluated 

for action during claims adjudication 

• Current identified scenarios addressed in this effort: 
- Providers with bankruptcies, judgments or liens 

- Providers with expired licenses 

- Providers identified as sex offenders 

- Deceased providers/recipients 

~ Incarcerated recipients 

- Recipients living outside of North Carolina 

Status 

• Provider monitoring workflow is in place and reporting capabilities are 
being enhanced, implemented by the end of November. 
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Discussion Guide 

Dashbo,ards should provide an insight into driver·s of 
spending .. ~ .. .. enrollment-mix-p,rice-use 

• Overall trends in enrollment compared to budget 

• Significant Program Aid Category trends 

• Trends in County Medicaid enrollment 

• Trends in Medicaid Spending 

• Items for discussion or follow up 

Objective: not a complete budget summary, but 
rather, context prior to DMA pres,entation 
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Enrollment Trends Compared to Budget 

Medicaid enrollinent at 

10/1/17 was 2,014,249. 

YTD % Variance - Enrollment 

2_0%---- --

This is 41,748 less than °-0010 

9 -2.0% -.::...~~ '----- ~❖Y 
~.:.... 

was budgeted and 

18,553 higher than 

-4.Cf-o _ _____::_____ - f------------------..:·---

-S.CP.·o ----------

■ % Variance ■ % Change 

June 30, 2017. AFDC adults and children in all 
categories represented the areas with the greatest 
variance under budget for the nutnber enrolled - why, 
will this continue, what does mean? 
~ FISCAL RESEARCH DIVISION 
~ A Smfl' Ag=cy of the North Carolina General A.,sembly 
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Program Aid Category Enrollment Trends 

• Family Planning has reflected 

a significant increase in 

enrollment since the Affordable 

Care Act (ACA) began. 

Overall, Family Planning has 

increased 339.6% since December 2013, 

FAMILY PLANNING ENROLLMENT 
250,000 -------------

ACA 
~ 
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100,000 --------;-: --~--~,,e:._ ___ _ 

50,000 =~------~-------
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compared to the overall enrollment without Family Planning that has grown by 
14.5%. 

Family Planning spending is less than $6 per person per month. 

There were process changes with the implementation of the ACA. The 
question is whether there is a point where family planning trends will return to 
similar patterns experienced before the ACA? Impact on births? 



Trends in Child Enrollment 

Enrollment of children 

has been less than budget 

Year to Date through 

October 1st of 201 7. 

Children cost per person 

per month is approximately 

Total Children Enrollment 
980,000 ..---------------DUO ~-
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half that of an average Medicaid enrollee. 

• In 2018 children have declined .8% since June 2017, in the prior 
year children rose by 1.5% over the same period in the prior year 
- can we identify the reasons? The value of variance analysis is once we know 
"why", then what should/could we do to alter the trends. 
~ FISCAL RESEARCH DIVISION 
~ ASraff Agency of me North Carolina Gen=tl Assembly 
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Changes in County Enrollment 

There are 26 counties that experienced a decrease in non­
Family Planning enrollment in SFY 2016-17 and continue 
YTD in SFY 2017-18 

COUNTIES with a DECLINE in ENROLLMENT in 2017 and YTD in 2018 ,,-------..., 

Decrease in SFY 2016-1 7 
YTD Decrease in SFY 2017-18 

(5,158) 
(2,640) 

Overall Change 
Overall Change 

/'' ' 

33,501 
( 4,948) 

Are there 
similarities in 
the drivers? 

Is this 
expected? 

Other counties with significant decreases in 2018-Cabarrus (224), Craven (254), Gaston (694), Hamett (513), Nash (568), 
New Hanover (263), Robeson (313), &ckingham (213), Union (337), Wake {1,555) 

~ FISCAL RESEARCH DIVISION 6 11/13/2017 
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SFY 2017-18 Enrollment Trend Summary 

• Family Planning continues to reflect a significant rate of growth in 
2018 compared to all other categories - what has happened to birth 
rates. 

• Child enrollment is 2.6% less than budget at 10/1/17 - is the mix or 
composition of the Medicaid eligible changing? Why? 

• Aged and Disabled enrollment, two of the most costly categories, 
are .8% collectively over budget at 10/1/17. 

• Based on the mix of enrollment and historical spending, year to date 
total spending would be expected to be $18 million under budget. 
Actual spending through 10/31/17 is $13 million over budget based 
on the DMA weekly checkwrite report. 

Together these make up an effective $31 million 
claims s~nend above expected through 16131117. 



SFY 2017-18 Claims Spending Trends 

Overall Medicaid claims spending year to date through 
10/31/17 was $4.033 billion compared to a budget of 
$4.020 billion. The primary areas with spending 
variances over budget are: 

Hospital Services 

Physician Services 

De·ntal 

Home Health/DME 

$26.0 million 

$ 3. 6 million 

$ 8. 0 million 

$46.2 million 

These variances were offset with lower spending for PCS ($28 
million), CAP programs ($18.9 million) and Drugs ($14.6 
million). 

~ FISCAL RESEARCH DIVISION 
~ A S"'6' ~cy c:f the North C-arolina General A..sembly 
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SFY 2017-18 Claims Spendiilg Trends 
_ ,, 

Another area of variance under budget was the 
spending for behavioral health services and other 
prepaid services which were $5 .2 million less 
than budget through 10/31/17 for claims. 

The combination of the mix of enrollment, the 
lower than expected overall enrollment and the 
budgeted capitation rate increases for the 
LME/MCOs contributed to this variance. 

9 11/13/2017 



Key Considerations 

• THE WHY' S areas where we need more information 

- Why are children and non-aged/disabled Adults less than budget 

- Why do family planning growth trends continue 

- Why have there been enrollment declines in 26 

counties that have extended from June 2016 

Why is there a $31 million spending variance -

what are the drivers of hospital, physician, 

dental and home health/DME claims 

• THE WHAT'S TO CONSIDER 
categories of explanation 

• WHAT DOES IT MEAN 
what should/could we do now or in session 

FISCAL RESEARCH DIVISION 10 
.___, A ~,,.ff Agency o, lhc North Carolina General Assembly 
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.____, 

QUESTIONS 

Steve Owen - steve.owen@ncleg.net 
919-733-4910 

FISCAL RESEARCH DIVISION 
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JOINT LEGISLATIVE COMMITTEE 

ON MEDICAID AND NC HEALTH CHOICE 

~ ,:;. 
-~ 6 ;.,,, .. ,>.,, -\~ t ~ l .~ · }J Medicaid Enrollment Update 

,~;;.... 
Dave Richard and Michael Becketts 
Department of Health and Human Services 

Nov. 14, 2017 

Medicaid Enrollment - Forecast vs. Actual 
Medicaid enrollment has tracked roughly in line with DMA's expectations to date. 

Enrollment - Forecast and Actual 
2.•o 

2 .. 10 

2.20 

2.10 

1.90 

1.SO 

1.70 
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Meducaid Enronment by Program Aid Category 
Current enrollment at October 2017 of 2.014M Is 3.4% higher than the one year prior 1 .949M at October 20:16 
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Medncaid Application Timeliness 
• Department experienced data issues in establishing the 

timeliness report card; resolved by July 

- High engagement with the Department and DSS leadership and 
Association 

• Since July data were published, improvement noted 
monthly 

- September statewfde results: 94% 

• Department continues wfth actions: 

- Continue work with DSS Leadership workgroup 

- Provide technical support with individual counties that failed to 
meet monthly threshold 

- Provided training at DSS statewide meeting in August and 
October 

Medica~d Eligibility Accuracy 
• Department continues work with counties: 

- Implemented enhanced county second party review requirements 
and reporting 

- Coordinating with OST and NC FAST to develop policy training 
available in the NC FAST Learning Gateway 

- Revising to provide tracking tor utilization 

- Developing enhancements to NC FAST to reduce potential income 
calculation errors 

- Developing county staffing model 

- Continued development of training and certification process for 
county staff 

• Department recommends medical assistance programs be included 
with all other programs in the current social services reform efforts to 
drive comprehensive improvements across our social services system. 

11/13/2017 
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JOINT LEGISLATIVE COMMITTEE 

ON MEDICAID AND NC HEALTH CHOICE 

Dave Richard and Roger Barnes 
Department of Health and Human Services 

Nov. 14, 2017 

Medicaid SFY18 Actuals vs. Budget 
Through September 2017, total Medicaid expenditures were 

$30.7M or 0.8% favorable to the authorized budget. 
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Medicaid Revenue Distribution 
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JOINT LEGISLATIVE COMMITTEE 

ON MEDICAID AND NC HEALTH CHOICE . 

ti: . 
~ ··. Medicaid Transformation 
·1: .. .. CXui~,,,,,. 

~ff". ..... ~· 

Dr. Mandy Cohen, Dave Richard, Jay Ludlam 
Department of Health and Human Services 

Nov; 14, 2017 

Recap: Where We Are in the Transformation 
• Aug. 2017: Published detailed Proposed Program Design 

• Nov. 2017: 
- Released two Requests for Information (RFJ) 

- Released a proposed PHP capitation rate setting methodology 

- Released concept paper with further detail on Behavioral Health 
I/DD Tailored Plans 

- Will soon submit amended 1115 waiver to CMS 

• Next 3-4 months: Will publish several short, technical concept 
papers with more detail on specific topics 

• Feb. 2018: Anticipated CMS approval of revised waiver 

• Spring 2018*: Release Request for Proposal (RFP} 

• July 2019*: Phase 1 of managed care goes live 

* Assuming timely CMS approval and other activities 

Attachment 6 
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Pre-Paid Health Plan Procurement 

" Releasing RFls was the first step in PHP procurement process 

- Requested non-binding Letters of Interest 

• In spring 2018, intend to release a Request for Proposal (RFP) 

- RFP will articulate standards PHPs are expected to meet across 
wide variety of program areas; e.g. plan administration, qu.ility 
improvement, presence in NC 

- Potential plans will respond with detailed information on how they 
will meet these standards 

- DHHS will score results based on rubric established in RFP 

- DHHS will establish capitation rates that plans will be paid; all 
plans who win a bid will be paid using same formula 

Behavioral Health Integration 

• Consistent with principle of learning f rom best practices from 
other states while building on what is working in NC today 

• Single point of accountability for care and outcomes; gives 
beneficiaries one insurance card 

• Once managed care is fully implemented, Medicaid 
beneficiaries would receive coord inated physical and behavioral 
health services 

• Most Medicaid beneficiaries would be enrolled in Standard 
Plans; a smaller number with significant BH or I/DD needs 
would be enrolled in Tailored Plans 

• Time sensitive for NCGA action given timing of procurement 
process 

:J.1/13/ 2017 
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Standard Plans 

• Standard Plans would cover most beneficiaries in Medicaid 
managed care, including adults and children 

• Most Medicaid beneficiaries would ultimately be in Standard 
Plans 

• Integrated plan providing both physical health and behavioral 
services 

• Would be expected to ensure that beneficiaries can access a 
network of providers for routine and some crisis BH services in 
addition to physical health services 

• Would include statewide commercial plans and regional PLEs 

• Would be selected through a competitive process 

• Anticipated for Phase 1 of managed care in July 2019 

Behavioral Health and I/DD Tailored Plans 
• Specialized plans targeting -120,000 beneficiaries with significant 

BH and I/DD needs; would have access to expanded service array 

• Integrated plan providing both physical health and behavioral services 

• Would be expected to ensure that beneficiaries can access a network 
of providers for the full, expanded array of BH and I/DD services (and 
physical health) 

• Anticipate a phased rollout after launch of standard plans 
- Tailored plan population would temporarily remain in current 

arrangement (physical services in state administered fee-for­
service, behavioral services authorized through LME/MCOs) 

• Tailored Plans would be selected through a competitive process to 
ensure entities could meet requirements for both behavioral and 
physical health delivery 

• Capitation rate setting formula will reflect enhanced risk of this 
population 

11/13/2017 
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Concept Paper on .Behavioral Heaith and I/DD 
Tailored Plans 
• Overview of covered populations in Standard Plans and 

Tailored Plans 

• Detailed lists of ICD-9 and ICD-10 diagnosis codes associated 
with each population that would be in Tailored Plans: 

lntellectualjDeveiopmental Disability (I/DD) 

- Serious Mental Il lness (SMl)/Serious Emotional Disturbance (SED) 

Substance Use Disorder (SUD) 

• Detailed list of BH and I/DD services covered only by Tailored 
Plans and list of services covered by both Standard Plans and 
Tailored Plans 

• Enrollment processes for Tailored Plans include: 
- Processes for both legacy FFS beneficiaries and for new Medicaid applicants 

- Processes both before and after the launch of Tailored Plans 

- Mid-coverage year transitions and renewals 

Behavioral Health and I/DD Services Available 
in Standard Plans and Tailored Plans 

Covered by Both Standard and Tailo red Plans 

S\atc'Plan Bi·I and 1/00 5.iirvloes 
• lnpatren( bchallloral h•~lth sorlilce,, 

Oulpal}ent behavioral h•nllh emergency room se,-,ces 
Outpatient behaviorallloallh serv~provided by direct­
enrolled provldoi, 
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• Mobile c:rl.~ls management 
• Sub,tao,;e abuse ioteoslve outpatient pro~ram (.WOP) 
• facility.t,ased c:rl>is seivices fnr \illldren :ind adolescents 
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Spectrum o;sorder (pendillD CMS appmvnl) 
• Diilgnostic as:1e!.s:rne.11t; 

-1:PSOT 

Covered Exclusively by Tailored Plans 

State f>fan BH and I/DO Service, 
• Resfdahtial ti'eotment facility sctvrce, 

Child 3nd ado1c,«!11t day treatment servi~ 
• tntens1ve in•home serv,c;cS-
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• Assertive coi1irnur11lv tre~tinen1 {AC'I) 
• COmn1unl1V .upport team (CS'!) 
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Further \Nork to Develop IBH and if DD Tailored Plans 

DHHS intends to work closely with the NCGA to further develop 
additional components of Tailored Plans: 

• Governance structure for BH and I/DD Tailored Plans 

- Non-Medicaid federal grant dollars will be managed by Tailored 
Plans; thus only non-profit or governmental (122C) entities will be 
able to offer them 

-· Anticipate that some LME/MCOs would submit bids in partnership 
with a physical health plan to serve as a Tailored Plan 

• Number of regions 

• Whether or not to procure a statewide Tailored Plan 

Supplemental Payments: Context and Approach 

• Federal rules prohibit DHHS from making supplemental payrr,ents 
(other than DSH and GME) directly to providers for services covered 
under managed care 

• DHHS is working closely with NC Hospital Association to design a 
payment structure within Medicaid managed care with the following 
goals: 

- Achieve cost-neutrality to the State 

- Result in similar reimbursement for hospitals 

- Continue direct DSH and GME payments 

• Proposal uses hospital-specific rate floors to prevent disruption 

• May need statutory authority from NCGA to implement 

• Same rates will apply under managed care and remaining fee"for-service 
populations 

• DHHS will release a white paper with technical details in next few weeks 

11/13/2017 
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TO: 
FROM: 

SUBJECT: 

NORTH CAROLINA GENERAL ASSEMBLY 
Raleigh, North Carolina 27601 

February 14, 2018 

MEMORANDUM 

Members, Joint Legislative Oversight Committee on Medicaid and NC Health Choice 
Rep. Donny Lambeth, Co-Chair 
Rep. Nelson Dollar, Co-Chair 
Sen. Ralph Hise, Co-Chair 

Meeting Notice 

The Joint Legislative Oversight Committee on Medicaid and NC Health Choice will meet at the 
following time: 

DAY 
Wednesday 

DATE 
February 28, 2018 

TIME 
1:00 PM 

LOCATION 
643 LOB 

Parking for non-legislative meeting attendees is available in the visitor parking deck #75 located on 
Salisbury Street across from the Legislative Office Building. Parking is also available in the parking lot 
across Jones Street from the State Library/ Archives. You can view a map of downtown by visiting 
http://www.nc leg, net/graphics/downtownmap. pdf. 

If you are unable to attend or have any questions concerning this meeting, please contact Candace Slate 
at dollarla@ncleg.net. 

cc: Committee Record X 
Interested Parties X 



/ 



Committee Co-Chairs 
Rep. Nelson Dollar 
Rep. Donny Lambeth 
Sen. Ralph Hise 

Legislative Members 
Rep. William D. Brisson 
Rep. Josh Dobson 
Rep. Verla Insko 
Rep. Bert Jones 
Rep. Greg .F. Murphy, MD 
Sen. Dan Bishop 
Sen. Valerie l'. Foushee 
Sen. Joyce Krawiec 
Sen. Louis Pate 
Sen. Gladys A. Robinson 
Sen. Tommy Tucker 

Advisorr Members 
Rep. Beverly M. Earle 
Rep. Chris Malone 
Rep. Rodney W. Moore 
Sen. Angela R. Bryant 

JOINT LEGISLATIVE OVERSIGHT COMMITTEE 
ON MEDICAID AND NC HEALTH CHOICE 

February 28, 2018 l :00 p.m. 
Legislative Office Building - Room 643 

I. Welcome & Opening Remarks 

II. Remarks from Department of Health 
and Human Services (DHHS) 
Secretary 

III. Family Planning Enrollment Update 

IV. Overview of Medicaid Dashboards 

V. Medicaid and NC Health Choice 
Enrollment 

VI. Medicaid and NC Health Choice 
Financial Update 

Vil 1115 ·waiver Amendment Submitted on 
11/20/17 and Work Plan for Medicaid 
Transformation 

Adjourn 

Representative Nelson Dollar 
Presiding Co-Chair 

Mandy Cohen, Secretary, 
Department of Health and Human 
Services (DHHS) 

Steve Owen, Committee Staff 
Fiscal Research Division, NCGA 

Steve Owen, Committee Staff 
Fiscal Research Division, NCGA 

Dave Richard, Deputy Secretary for 
Medical Assistance, DHHS 

Susan Perry-Manning, Deputy 
Secretary for Human Services, 
DHHS 

Dave Richard, Deputy Secretary for 
Medical Assistance, DHHS 

Roger Barnes, Chief Financial 
Officer, Division of Medical 
Assistance, DI-IHS 

Steve Owen, Committee Staff 
Fiscal Research Division, NCGA 

Mandy Cohen, Secn:tary, DHHS 

Dave Richard, Deputy Secretary for 
Medical Assistance, DHHS 

Christen Linke Young, Deputy 
Secretary for Policy and Operations, 
DIIHS 

NEXT MEETING: 
March 13, 2018 





MINUTES 
JOINT LEGISLATIVE OVERSIGHT COMMITTEE 

MEDICAID & HEAL1H CHOICE 

ATTENDEES: 

Tuesday, February 28, 2018 
1:00 p.m. 

Legislative Office Building, Room 643 

Chairmen: Hise, Dollar, Lambeth 

House Members: Brisson, Dobson, Insko, 
Senate Members: Bryant, Foushee, Krawiec, Pate, Tucker 

I. Welcome and Opening Remarks 
Chairman Nelson Dollar presided and called the meeting to order at 1: 15 p.m. 

Chairman Dollar introduced Sergeant-at-Arms Staff assisting with the meeting and 
committee staff members. 

) II. Remarks from Department of Health and Human Services (DHHS) 
Secretary Mandy Cohen gave an overview of the day's reportings. She began by 
answering questions regarding the Department's efforts around fraud that were asked 
earlier in the day during the HHS meeting. She stated that the Department is on track for 
implementing its fraud/error work during the April timeframe. She expressed her 
appreciation to the Committee for allowing the Department to explain the status of the 
1115 Waiver Amendment. She explained that looking at the Waiver in isolation does not 
provide a full understanding of the Department's intent regarding the Medicaid Program. 
Secretary Cohen referenced the comprehensive paper published during the summer of 
2017 that outlined the Department's vision for managed care and provides an end~to~end 
look at what the Department desires to accomplish for Medicaid. 

III. Family Planning Enrollment Update 
Steve Owen, Fiscal Research Division, provided a visual that showed an approximately 
$200 thousand increase in family planning enrollment from July 2012 to January 2018. 
Mr. Owen noted two major factors that contributed to this increase: 1) A more accurate 
process of category determination through NCF AST; and, 2) A change in eligibility 
determination criteria to Modified Adjusted Gross Income through the Affordable Care 
Act. He noted that from 2012 to 2016, the birth rate for Non-Medicaid recipients 
increased while a decrease in birth rate over the same time period is noted for Medicaid 
recipients. 
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Mr. Owen reported that the percentage of males enrolled for Family Planning has 
increased by more than 10% since 2012 -· from 17.0% in 2012 to 27.8% during 2017. 
With regard to utilization and spending, data indicate that the percent of enrollees 
accessing services is 10% lower in 2017 at 15.2% compared to 25.2% in 2015. Per 
member/per month spending has also decreased slightly less than 10%: $14.23 in 2012 
compared to $4.41 in 2017. According to Mr. Owen, trends in Medicaid birth rates have 
decreased as Family Planning enrollment increased. 

Alarming data among Family Planning enrollees is the increase in low birth•wcight in 
newborns who have received a NICU service•- from 6.0% in 2013 to 6.9% during 2016. 

Representative Insko asked if the data regarding an increase in low birth-weight babies 
also applied to non•Medicaid recipients. Mr. Owen responded that the data presented 
applied only to Medicaid recipients; however, recent data reviewed also show the same 
trend in non.Medicaid recipients as well. 

In response to this reporting, Secretary Cohen stated that the Department has seen a 
900% increase in the number of newborns who were exposed to Opioid in the last six-to­
seven years and require NICU and specialized care. Other factors include the mother's 
health and the mother's access to care. Secretary Cohen indicated that this data are not 
specific to Family Planning. She stated that the Department is looking at the high infant 
mortality rate in North Carolina. Nationally, it is approximately 5%; in North Carolina, 
7%. In the rural areas of our state, it is between 12% and 13%. "This means that out of 
100 infants, 12-to• 13 will not live to their first birthday," she said. 

IV. Overview of Medicaid Dashboards 
Mr. Owen identified four drivers of Medicaid enrollment: Population; Unemployment; 
Birth Rates; and Uninsured/ ACA enrollment. He stated that growth in Family Planning 
skews the trends in overall Medicaid enrollment. Since June 20, 2016 non•Family 
Planning enrollment has increased in the categories of ABD, Children (FPL) and Aliens 
and Refugees. Mr. Owen reported that 29 counties have experienced a decline in non• 
Family Planning enrollment since June 30, 2016; an additional 33 counties have 
experienced a decline in enrollment since June 30, 2017. Sixty percent of North Carolina 
counties are experiencing non•Family Planning enrollment declines in 2017·18. He 
indicated that W1employment is another driver in enrollment trends. "However, Medicaid 
is not always tied to the poverty rate," he added. 

Mr. Owen suggested that the Committee look at higher-than·expected spending variance 
and areas with highest spending variance under budget, paying particular attention to how 
much is related to lower enrollment and how much is related to lower utilization. 
Program Integrity Recoveries was also reviewed by Mr. Owen. He reported that hospital 
and drugs represent 78% of the total recoveries in the current year. Current year 
recoveries as a percent of claims has remained fairly consistent for nearly all service 
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categories. "PCS/Home Care and Other Professionals are areas with the most significant 
rise in recoveries as a percentage of claims paid," he said. 

Chairman Dollar requested data of non-Medicaid pregnancy numbers among young 
women aged 12 - 16 years of age. He also asked for an evaluation report of the 
Pregnancy Home Model reflecting its effectiveness over the past six years. 

Chainnan Dollar also pointed out that, if 9urrent predictions continue, 2018 will be the 
fifth straight year that Medicaid is projected to come in underbudget, including both 
Federal and State funds. 

Representative Lambeth asked for a future report on the suggested follow-up categories: 

Trends in non-alien adults and average family size. 
Trends in alien and refugee enrollment - small in numbers, large in percentage 
Trends in 0-133% chiidren vs 133-210% children 
Identification of changes in outlier counties: 1) Practices; 2) Policy; 
3) Capacity; 4) Systems or Use of Systems; and 5) Environment/Demographic 

Senator Hise requested data that addresses assumptions for future reporting. 

V. Medicaid and NC Health Choice Enrollment 
Dave Richard; Deputy Secretary for Medical Assistance (DHHS), reported that Medicaid 
enrollment has tracked roughly inline with expectations to date. As of January 2018, 
emollment is approximately 3.6% higher at 2.032 million than emollment in January 
2017 at 1.961 million. Of those covered, the highest enrollment by program category is 
Aid for Dependent Children under the age of 21 years. 

VI. Medicaid and NC Health Choice Financial Update 
Roger Barnes, Chief Financial Officer, Division of Medical Assistance, provided SFY 
2018 actual expenditures and the variance with the SFY 2018 budget. Mr. Barnes 
reported that year-to-date total Medicaid expenditures were $6.5 million or -5.9% 
favorable to the authorized budget. 

Budgeted revenue distribution is: Federal Revenue, $8.486M (59%); Appropriations, 
$3.3M (23%); Tax Assessments, $0.7M (5%); Rebates, $1.2M (9%); and Other, $0.6M 

(4%). 

Representative Dollar asked for clarification regarding the $408.8 million under budget 
as it differs from the amount reported by Mr. Owen previously. Mr. Barnes responded 
that the $408.8 million in his reporting includes all funds, both the claims as well as the 
administrative portion of the budget. 
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VII. 1115 Waiver Amendment Submitted on 11/20/2017 and Work Plan for Medicaid 
Transformation 
Steve Owen, Fiscal Research Division, summarized the basics of North Carolina's 
Medicaid Refonn Legislation: 

Overview: Transition the Medicaid Program from a fee-for-service model to a managed 
care model 18 months following CMS approval of the 1115 Waiver. 

Prepaid Health Plans (PHPs): 1) PHPs will receive a capitated payment to cover all 
services to the enrollee; 2) Both commercial plans and provider-led entities (PLEs) as 
defined in the legislation) will be considered PHPs. Commercial plans may only operate 
statewide contracts, and PLEs may operate statewide or regionally; and, 3) Three 
statewide contracts are required and up-to-12 regional PLE contracts are permitted across 
six regions that will be determined by the Department ofDHHS. 

Populations to be Covered: All populations except: dual eligible, medically needy, 
presumptive elegibles, HIPP enrollees, and emergency-only recipients. Participation by 
members of a Federally-recognized tribe is voluntary. 

Services to be covered: All services except: 1) Behavioral Health services covered by 
LME/MCOs (for four years after the date capitated contracts begin); 2) Dental; 3) PACE; 
4) Certain services provided in school pursuant to an IEP; 5) CDSA services; 6) Services 
provided prior to an eligibility determination; and, 7) Fabrication of eye glasses. 

Department Role: The Department shall ensure sustainability of the transformed 
program and beginning in September 2015 was granted full authority to manage the 
Medicaid and Health Choice programs within authorized budgets, with the exception that 
the General Assembly shall determine eligibility categories and income thresholds. 

Mr. Owen reviewed 1115 Waiver Amendment provisions that are not consistent with 
S.L 2015-245. Inconsistencies include: 

1) Increase access through implementation of Carolina Cares, "if proposed 
State legislation is enacted;" 

2) Request for up to $1.2 billion in increased spending over five years to fund 
implementation of targeted initiatives at a 50% match rate; "non-federal 
sharefunding not identified other than implied savings on traditional 
Medicaid and lower Carolina Cares cost;" 

3) Tribal uncompensated care pool -- "100% federally funded;" 
4) Carve out nursing home long stays, Family Planning populations, prisoners, 

CAP•C and CAP-DA populations; 
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5) Implementation of Carolina Cares premiums and work requirements; "If enacted 
by the State Legislature;" 

6) Delay in enrollment of populations eligible for tailored plans until year three; 
7) Delay in enrollment of TBI populations until year three; 
8) Behavioral Health/Intellectual Developmental Disability Tailored Plans and 

Specialized Foster Care Plans; "Pending State legislative authority;" 
9) The Waiver states that three commercial plans will be offered statewide/silent 

onPLEs; 
10) Carves out costs for "fabrication, fitting, and dispensing" of eyeglasses; 
t 1) Proposed schedule is phrased, "Begin launch of managed care" July 2019 

(17 months after CMS approval); and, 
12) PHPs will be charged a "premium tax' and the proceeds of that tax will be 

used to fund Medicaid programs; "if approved by the legislature." 

Mr. Owen stated that the amended waiver application only includes the projected budget 
impact for Federal spending. The non-Federal share of 1.he proposed spending is not 
included in the 1115 Waiver Amendment. Mr. Owen noted that the only way to estimate 
the maximum potential impact is to derive the non-Federal share using exhibits contained 
within the Waiver. "In doing so, the potential increased spending from the Waiver for 
FY 2019-2024 of non-Federal spending totals an estimated $206.2 million," he said. 

1bree additional provisions needing CMS approval were also noted by Mr. Owen: 1) 
Cost Settlement for safety net providers; 2) IMD services by Medicaid; and, 3) Carolina 
Cares work requirements and the premiums. 

Mr. Owen shared several elements within the Waiver that need further explanation: 1) 
One stop credentialing and regional provider support centers; 2) Improvements to 
physical and behavioral health; 3) Public/private partnership desired outcomes and 
measures; 4) "Workforce Fund" or loan forgiveness program; 5) Telemedicine services 
and Home Healthcare Management; 6) Access and network adequacy assmance; 7) PHP 
capitation rate setting, enrollment and reimbursement assumptions for cost projections; 
and, 8) Assumptions for funding impact of new provisions. 

:Mr. Owen posed the question for committee members to consider: What is the 
implication for Federal funding if CMS approves the Waiver Amendment as filed and the 
Department is never authorized by the General Assembly to implement elements 
included in the 1115 Waiver. 
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Senator Bryant inquired if FQHCs would be affected by the Waiver. Deputy Secretary 
Christen Linke Young responded that FQHCs are not considered safey net providers for 
the cost settlement provision in the 1115 Waiver. In the Managed Care Transformation 
legislation, FQHCs are identified as essential community care providers which means 
special rules apply. 

Based upon Mr. Owen's report, Chairman Dollar asked if the General Assembly would 
be responsible for the $206M short fall? Mr. Owen responded yes over a five-year period 
if all the assumptions and spending occurred as presented in the Waiver Amendment. 

Chairman Lambeth addressed the Committee regarding Carolina Cares. He stated that he 
unveiled Carolina Cares as an opportunity for the State to provide a better service. He 
described the committee's discussion as helpful and extremely important. "I do not want 
to be a part of anything that adds a $206 million deficit to the State. I would love to say 
we are going to save $200 million and provide a better service." Chairman Lambeth 
added that a lot of work and a greater understanding are necessary to move forward. 
Chairman Lambeth concluded that the good news is we can continue our work as this is a 
long-term reform plan for Medicaid. 

Chairman Dollar asked so is the implication for Federal funding if CMS approves the 
Waiver Amendment as filed and the Department is not authorized by the General 
Assembly to implement elements of the Waiver? 

In response, Secretary Cohen stated that there is a fundamental misunderstanding 
regarding the budget. "We need maximum flexibility in making decisions, she said.» 

Chairman Dollar asked if there was a significant difference between how the numbers are 
put together for CMS and how the numbers are put together with respect to the budget. 
He expressed concern that all parties involved may not have the same level of 
understanding between these two propositions. 

Secretary Cohen explained that the 1115 Waiver Amendment is submitted one time and 
if approved, it stands for five years. "But the most fundamental is that we are asking the 
Federal Government: If we show up with State share in hand (authorized by the General 
Assembly), will you match it?" There will be additional tools required by CMS. She 
assured the committee that all required documentation will be in accordance with State 
law. "We cannot spend money unless we are authorized," she concluded. 
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Christen Linke Young, Deputy Secretary for Policy and Operations (DHHS), reviewed 
the three primary tools available for modifying a state's Medicaid program: 

State Plan Amendments (SPA) that are used to change administrative aspects of a 
state's Medicaid program such as covered benefits and provider payments; 

1915 Waivers tbat are used for certain narrow functions like coverage of home 
and community-based services and in other states, case management; and, 

1115 Waivers that allow broader authority for states to pursue "any experimental, 
pilot or demonstration project likely to assist in promoting the objectives" of 
Medicaid, but must be budget neutral for the Federal Government. 

These waivers are generally used for large initiatives and granted for five-year terms and 
may be renewed. 

Deputy Secretary Young informed the committee that DHHS held public hearings and 
released an eighty-page program design prior to submitting the amended waiver which 
included: 1) An end-to-end view of vision for all components of the managed care 
transition, including those not requiring waiver authority; and, 2) Detailed discussion of 
covered populations and timelines. The Department also released concept papers on 
specific topics: 1) BH IDD Tailored Plans; and, 2) Network Adequacy. She stated that 
other papers on specific topics would be released in the corning months. 

Deputy Secretary Young reviewed the process for submitting the 11 15 Waiver 
Amendment to CMS (Centers for Medicare/Medicaid Services) which grants broad 
authority for states to pursue any experimental, pilot or demonstration project likely to 
assist in promoting the objectives of Medicaid, but must be budget neutral for the Federal 
government. It is generally used for large initiatives and granted for five-year terms and 
may be renewed. The 1115 Waiver Amendment which was submitted during November 
2017 covers only the components of our State's proposal that require special Federal 
authority; not a holistic picture of any Medicaid reform initiative. "In other words, it is a 
starting point for discussions with CMS," she stated .. 

CMS and the State agree on an amount of "savings" for the Federal government 
compared to Federal spending. Based on those savings, the State secures an agreement 
that CMS will provide matching funds up to certain amounts for certain activities not 
typically covered by Medicaid if the State conducts those activities. Budget neutrality 
cannot be renegotiated except under exceptional circumstances. 



I . 
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Some components of the Waiver require additional legislative authority to implement: 

- Integration of Behavioral Health into PHP contracts; 
Creation of Tailored Plans for those with significant needs and delayed 
enrollment of Tailored Plan population; 

- Exclusion of certain populations with limited coverage from managed care; 
- Delayed enrollment of special populations; 

Minor changes to managed care coverage related to eyeglasses; 
- Imposition of work requirements and premiums for potential future populations; 

Supplemental payment reform; and, 
MCO tax and revenue. 

Any spending under the Waiver requires enactment of future year budgets. Examples 
include: · 

Initiatives to develop the NC healthcare workforce; 
Initiatives to improve access to, use of, and efficiency of telemedicine services; 
and 
Public/private partnerships 

Deputy Secretary Y Olmg informed the committee that DHHS has had ongoing weekly 
meetings with CMS subject matter experts since September to discuss Waiver 
components. Feedback: received include: 

Changes to the process for cost-settling local health departments and other safety 
net providers in managed care (now using State Plan Authority, not waiver 
authority); 
Discussion continues on the scope of an Institution for Mental Disease (IMD) 
waiver based on guidance provided by CMS after the waiver was submitted; and, 
Ongoing budget neutrality conversations. 

She stated that recent discussions have unearthed potential areas of disagreement. 

Chairman Dollar called on committee members who had follow-up questions or 
comments. 

Chairman Hise stated that he has issues with the inclusion of Carolina Cares in the 
Waiver. "It disturbcs me that the first chance we have to talk with CMS, we have to put 
Carolina Cares into that budget. This GA has not authorized changes in the Medicaid 
population," he said. 
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Secretary Cohen responded that what is asked for in the 1115 Waiver is the permission of 
CMS to impose work requirements and premiums if the General Assembly decides to 
move toward a change in eligibility. She reminded the committee that this is the one and 
only chance within the next five years to ask for any savings related to anything the State 
is about to do. 

Secretary Cohen reiterated the fact that she is not in favor of work requirements or 
premiums in the Medicaid Program. Secretary Cohen informed the committee that, at the 
time the Waiver was submitted, CMS had not approved any work requirements or 
premiums so asking that question was important. "Since that time, CMS has approved 
Kentucky which gives us a sense of parameters of what they would approve related to 
work requirements or premiums," she added. 

"My goal is to maximize what the State can access from the Federal government over a 
five-year period and spread the additional savings across all funds," she said. She 
informed the committee that nothing is in the Waiver regarding eligibility. 

In addressing Chairman Hise's concern about public/private partnerships, Secretary 
Cohen stated that the department will work through any issues and develop details during 
the next budget cycle. She assured the committee that those decisions will be a part of 
the budget process. 

Senator Hise expressed his displeasure with the inappropriateness of asking ourselves 
how high can we run that number and what's the maximum amount of Federal funds can 
we potentially access when dealing with the Federal government and Federal taxes. 

Deputy Secretary Young responded that the goal is to maximize flexibility in making 
future decisions. "Any spending under the Waiver will ultimately require an act under 
the State budget," she said. 

In order to give the committee a sense of how the department looks at building cost 
neutrality into waivers, Deputy Secretary for Medical Assistance Dave Richard used the 
example of the North Carolina Innovations Waiver for people with disabilities. He stated 
that the department builds cost neutrality estimates of about $120K per person in 
services. He stated that in order for that waiver to be cost neutral at the aggregate level, 
the State spends between $60K to $70K per person. In the budget process, you look at 
what you could spend and what you appropriate. "I can tell you we have never spent the 
amount at CMS allows us to spend on the NC Innovations Waiver," he said. 

For clarification, Chairman Dollar asked if it is the position of the department that CMS 
will approve future expenditures in the context of the 1115 Waiver without specific 
legislative approval in advance. Secretary Cohen responded yes. She stated that it is 
very common with CMS and its COO. 
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Chairman Dollar pointed out that the 1115 Waiver differs from the Innovations Waiver in 
that the Innovations Waiver is designated to a specific area. He asked if the General 
Assembly would need to take additional action for CMS to approve the 1115 Waiver 
Amendment? 

Secretary Cohen responded that no additional action needs to be taken by the General 
Assembly for CMS to approve the 1115 Waiver. She added that additional legislation 
would be required in order to launch Managed Care. 

Based on the infonnation presented, Chairman Dollar asked if CMS is beginning to raise 
budget neutrality questions with respect to the 1115 Waiver. Deputy Secretary Young 
affirmed that CMS is raising questions but added that their questions pertain to 
calculations regarding Venture and predictions regarding historical drug spending as 
well as changes in the State's 2014 Medicaid enrollment. 

Representative Dobson asked if the department expects a delay in approval of the 1115 
Waiver due to CMS's concerns regarding budget neutrality? 

Deputy Secretary Young replied that questions raised by CMS were unexpected. She 
informed the committee that Secretary Cohen would be meeting with CMS in the coming 
week to get feedback from them. 

Secondly, Representative Dobson inquired if provisions would be in place so that RFPs 
for both sets of contracts would not be sent out simultaneously. 

According to Deputy Secretary Young, a single RFP will cover the three statewide 
contracts which may be operated by any entity that meets the requirements for operating 
a statewide contract as well as the 12 regional contracts. She advised Representative 
Dobson that rules of the contract and how decisions are made regarding the awarding of 
the contracts are on the RFPs. Assurances are in place so that all 12 regional contracts 
are not in one region. 

Representative Dobson responded that the expectation is for every bidder to be on the 
same playing field. "Will there be a provision in place that mandates bidding on either a 
PLE contract or a regional contract but not both?" he asked. 

Deputy Secretary Young responded that the department anticipates entities would be able 
to bid on both. She stated that she welcomes further discussion to determine what 
changes may need to occur moving forward. 



I . 
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Senator Tucker began his comments by sharing conversations with Mr. Richard to 
remind Secretary Cohen that the word expansion is off limits. He asked the question: 
What impact does North Carolina's stand to not expand (on Medicaid) have on CMS's 
decision. What would be the impact on North Carolina should the Federal Government 
move in the direction of block grants? 

Tn response to Senator Tucker's question, Secretary Cohen stated that a lot of discussion 
regarding block grants and per capata took place during 2017. She informed the 
committee that a review of various proposals reflected a large reduction in overall 
funding to North Carolina over the previous ten-year period which is concerning to 
DHHS staff Secretary Cohen repo1ted that nothing seems to be happening Washington. 
She stated that conversations taking place at the National Governors' Conference were 
directed to the Opioid crisis and moving money to address that issue. Additional 
conversations and questions centered around possible Federal funding to stabilize the 
individual market and additional dollars related to reinsurance. 

Secretary Cohen is of the opinion that block grants, per capata caps have been a policy 
idea for quite some time, but will certainly not happen this year. "I think we will have 
to wait until after the next election to find out what the goal is, what Congress looks like, 
and what priorities will be at that time," she said. 

In response to Senator Bryant's question regarding process, Chairman Dollar summarized 
the dialogue among DHHS staff and members of the committee stating: 

"The Genereal Assembly in 2015 authorized an 1115 Waiver to be 
developed and submitted based on HB 372. That was done under prior 
administration and an amendment to that Waiver, which in essence is the 
original Waiver with certain changes, was done on November 20, 2017. 
So that amended Waiver has been submitted. The questions that have 
been raised in large measure have been both budgetaiy assumptions as Mr. 
Owen presented and there are specific programs included or specific 
elements of that amendment as noted in the submission that require 
General Assembly approval. 

So the reason for the question I asked previously was that is it the 
department's position that the GA doesn't necessarily need to act on any 
of those items in order for CMS to approve the Waiver amendment. Their 
response at this point is: yes, they don't believe the General Assembly has 
to act even though there are significant elements of that Waiver 
Amendment that in order to be operationalized will require an act or acts 
of the General Assembly." 



} . 
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Chairman Hise added that CMS recognizes a single state agency, the DHHS Department. 
He stated that while CMS could have approved the Waiver, CMS could disapprove the 
Waiver as well, because CMS doesn't feel the Waiver could be implemented and one of 
the reasons could be because the General Assembly hasn't authorized everything that's 
part of it. So I don't really want to say that CMS couldn't act but "What l'm looking for 
at the end of the day (and the GA is looking for) is not action by CMS--I'm looking for a 
reformed Medicaid system that we can implement in this State," he said. 

Chairman Hise outlined components of the Waiver that need to be addressed: 
Day Family Planning. 
There amout of $4.00 dollars that we spend per person; 
Eye glasses; 
Special needs plans; and, 
The Mental Health population -- which ones arc included under capitated plan and 
which ones will be under the special needs plans. 

Chairman Lambeth expressed his agreement with both Chairman Dollar and Chairman 
Hise. He stated that the committee has and have had discussions about a number of items 
on the list-several of them that we can come to fi,J.11 agreement. " Can we deal with 
those in the Short Session in order to narrow our number of differences," he asked. 
"Narrowing our differences will enhance our ability to get approval of the Waiver and 
roll out the implementation consistent with the Waiver submitted during November 
2017." 

Chairman Dollar asked at what specific point on the statutory timeline for approval and 
implementation of the 1115 Waiver are we currently. 

Secretary Cohen responded that the Department continues to target July 1, 2019 as the 
first "go live" date for Managed Care. She added that staff has a number of issues that 
are causing us to wonder whether or not that date is a little more aspirational than when it 
was established. "We continue to work operationally within the department to continue 
to target that date and work towards it. 

Secretary Cohen stated that operationally July 1, 2019 remains the target date. Although 
there are a lot of questions, the department is not targeting a new date. 

Chairman Dollar stated that he had additional questions regarding the information in the 
powerpoints but would send them in writing and share the department's responses with 
members of the committee. 
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Representative Dobson asked if a slight delay in the process would be detrimental in 
order to reso Ive some of the issues in HB 403. 

The response from Secretary Cohen is that a lot of work has taken place to ensure that 
Managed Care is launched in the most successful way possible. "If a couple of extra 
months are needed to get it right, it's the right thing to do,." she said. 

As follow-up, Representative Dobson inquired about a target time or a change in the 
target time for the RFPs to go out. 

Chainnan Dollar responded that the 1115 Waiver must be approved before RFPs can go 
out. 

VII. Announcements 
Chairman Dollar announced that The next meeting date is March 131

\ 2018 

VIII. Adjournment 
The Joint Legislative Oversight Committee on Medicaid and NC Health Choice 
adjourned at 3 :34 p.m. 

Attachments: Agenda 
Handouts ( 6) 
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Trends in Family Planning Enro/1,nent 
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WHY HAS THE ENROLLMENT TREND 
CHANGED AND WHAT IS THE IMPACT? 
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Changes in Eligibility Determination 

• Effective 1/1/14 the Affordable Care Act 
changed the income determination criteria to 
Modified Adjusted Gross Income 

• Beginning in July 2013 NC Tracks and 
NCF AST were being implemented - IMPACT 
was to automate the process of identifying the 
most appropriate. eligibility category for each 
applicant 
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Trends in Family Planning Enrollment 

PRIMARY FACTORS DRIVING ENROLLME,NT' GROWTH: 

• The process of enrollment 

through NCF AST resulted 

in category determination 

in a more accurate manner 

• Since Family Planning 

FAMILY PLANNING ENROLLMENT 
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lmplemen tation 

income criteria is up to ~~~~jf~J1.!iiJ;~!~11~ii~i1iii~jfi&i§ 

195% of FPL individuals applying for Medicaid that did not 

meet other category eligibilities have been increasingly 

enrolled in Family Planning 
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Impact of Family Planning Trends 

• Mix of enrollees 

• Utilization 

• Spending 

• Birth Rate 

• Other 
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Mix of Enrollees 

• Increased proportion of males enrolled for 
family planning 

2012 2013 2014 2015 2016 2017 

IMP A CT would be a higher cost for procedures 
and lower cost for birth control; net decrease 
overall PMPM costs 
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Utilization and Spending 

• % of Enrollees 
• accessing 

planning 
• services 

· • PMPM Spending 

• Per Capita 
Spending 
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FY 2015-16 FY 2016-17 Est'd FY 2017-18 

25.2% 22.1% 15.2% 

FY 2012-13 FY 2015-16 FY 2016-17 Est'd FY 2017-18 

$ 14.23 $ 7.75 $ 5.87 $ 4.41 

FY 2015-16 FY 2016-17 Est'd FY 2017-18 

$ 369 $ 319 $ 348 
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Birth Rates 

Changes in enrollment not 
determined to be causal for the os 

changes in birth rate; but it is ]OA 
-~ 0.3 

apparent that trends in io:i 
Medicaid birth rates are 0

.,. 

different after Family Planning 
li 

enrollment began to increase 

Comparison of Medicard and Non-.Medicaid 

Births Rates 

2012 2014 2015 2016 
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• The percentage of mothers that were previously in Family Planning increased each year 

from 17.1 % in 2012 to 22. 3% in 2017 - Months between family planning enrollment and 
birth increased each year from 21. 3 months in 2012 to 31. 6 months in 2017 

• LARC Utilization: 1) Approximately 2% of the enrollees received LARC in 2017; 2) Less 
than 15% of LARC insertions or implants are for Family Planning enrollees; 3) Non­
Family Planning inserts and implants declining; 4) Proportion of removals to insertions 
for Family Planning enrollees has doubled since 2012. 
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Other Observadons 

• Births increasingly occurring at urban hospitals 

• Births that have received a NICU service has increased each 
year since 2013 

% <2,500g 

2013 

6.0°/o 

9,6% 

2014 

6.4°/o 

9 7%',, , '" , (} 

2015 

6.8°/o 

10.1% 

2016 

6.9°/o 

10.6% 
• Given the rate of increase in Family Planning compared to 

other categories; it can skew the conclusions about trends and 
we should consider always presenting enrollment data with 
and without Family Planning when evaluating Medicaid 

. FISCAL RESEARCH DIVISION 9 02/28/2018 
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QUESTIONS 

Steve Owen - steve.owen@ncleg.net 
919-733-4910 
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Joint Legislative Oversight Committee for 
Medicaid and NC Health Choice 

Medicaid Dashboards 

Steve Owen, 
Fiscal Research Division 

February 28, 2018 

FISCAL RESEARCH DIVISION 
A Staff Agency of the North Carolina General Assembly 



Discussion Guide 

• Enrollment 

• Spending 

• DMA Forecast 

• Program Integrity 

frniil F1SCAL RESEARCH DIVISIQN 
~ A Stur Ag(mcy M' the North Carolina General~ 

2 02/28/2018 



Enrollment-YTD February 2018 
• Family Plannmg growth 

skews the trends in overall 

Medicaid enrollment 

• Drivers of Enrollment: 

- Population 

- Unemployment 

- Birth Rates 

- Uninsured/ A CA Enrollment 

Trends in Medicaid Enrollment 

ACA mandated that 70,000 
2,c-00,c,oo children from 100% to 133% 

l 900,000 

L-00.000 

1.600,000 

1500,0C-O 

move from NCHC to Medicaid 

-Toal -WO F.:imP.lnug 

• Since June 30, 2016 non-Family Planning enrollment changes have been: 

ABD 

Duals 

Children 0% -13 3 % FPL 

Children 133% - 210% FPL 

Non-Alien Adults 

Aliens and Refugees 

YTD 2/1/18 

4,178 : 1.0% 

( 1,160): ( 1.6%) 

( 5,593): ( . 6%) 

9,354 : 7.1% 

( 9,884): ( 4.6%) 

1,154 : 5.8% 

FY:2016-17 

7,238 . 1.7% . 

( 1,851) : (2.5%) 

21,748 . 2.3% 

5,795 . 4.6% . 
( 5,464): (2.5%) 

6,035 : 44.0% 

3 02/28/2018 



Non-Family Planning Enrollment Trends 

• Aliens and Refugees Growth- 20,910 at 2/1/18 
2010 2011 2012 2013 2014 2015 2016 2017 YTD ']8 

7.4% 44.5% 17.1 % 154.4% 22.2% 81 .3% 5.9% 44.0% -5.8% 

• Other non-ABD Adults 
2010 2011 2012 2013 2014 2015 2016 2017 YTD ']8 
5.1% 4.1% (1.9%) (1.8%) 15.5% 18.3% .4% (2.5%) (4.6%) 

• Non MCHIP Children 
2010 2011 2012 2013 2014 2015 2016 2017 YTD ']8 

7.0% 1.5% 9.1% 2.4% 4.3% 3.0% (1.1%) 2.3% (.6%) 

4 02/28/2018 



Enrollment Trends 

• The chart on the right compares ,&;0.ro, 

the trend in non-Family Planning :::: 
l -oo.000 

Medicaid enrollment with the 1650
-~ 

1,000:({r:J 

Enrollment and Population Trends 

10400,000 

!0,300,0C(· 

10;(11) 000 

,O.l00.000 

10,Ct.l0,000 

9900000 

trends in NC population at the '.::~::: '- - :·::: 
"'• t-::- ....._ t ... -~G~;-1 ri t;-:.::-'>?1 t.: ,:,~""' ' t:-= 
:-' V -"-. •~ :;: 0 3.. _,..:: 0 ..'.:, ~ ::;; 0 ~ Jr •:; 0 ,5, .;t :;; 0 r"-, 

population at or below 100% of 3·_,/0Fm,Pk:· ~::fo·e,v ~--P::~a~O .. 
the federal poverty level 

• Because the eligibility is not exclusively at or below 100% of 
FPL there is not an exact correlation for this driver 

• Unemployment is another factor to examine as a driver 
2012 2013 2014 2015 2016 2017 2018 

NC Unemployment 

Source: US Census website 

9.7% 8.7% 6.9% 

5 

5.3% 4.9% 4.2% 
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Enrollment Trends - Counties 

• 29 Counties have experienced a decline in non­
Family Planning enrollment since 6/30/16 

• Another 33 Counties have experienced a decline in 
enrollment since 6/30/17 

• Over 60% have the counties in NC are experiencing 
non-Family Planning W~ci:e::~: ~ R~~Cli::~~,,.™~~- :::H~Gatu . 9..' ' 'O:~ 

~..,,., Forsy<h Guilford '1P mnldln •. Bertie 
uldw,,~ o.,,;. ..,.,,,.,_ Ourhom Edgccornbc r __---,. _,-

Yana,y. Almanddl" Na,h 

11 Modi•~ lrc~ell ~ 1'1~""' · Tymil O. e nr O men t &n<om~McOo,i/d &rlal ~ R.,.;~• R>ndolel! Chatham WlllOII l'"ttt Bw;:~l~~on 
SM.In Hqwood Urlci:HII , - Johrt1eo<1 c;,,. H.yda 

Rudlerlord Cabami• """ """ 
Gnham j.duoll Hc

nd""'°". c;a,ton Stlnly Moont l-l&mQ(( I.BIOlr 
l'oUt Cleveland ~ buq ~ W.,,,,e en-,,,, de CI in es in o,..,or-. Cb), Maco~, Tnl•S)lfYOm ~ .., Unld,i Anwn Richmond Hok, (;umbei:l>nd s.mrm,d Pup/'111 Jon,:. Pam 

....__------.;:Sco&nd On,!<,,, 

FY 2017-18 Counties with a Decline in 
Non-Family Planning 

Enrollment 

6 

Robesor, lll•don 
1'ende.-
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Enrollment Trends - Counties 

• Counties with non-Family Planning growth in 
FY 201 7-18 have seen changes in the 
following categories: Counties Total 

-ABD 3,361 4,178 

- Children 0%- 133%FPL 2,738 (5,593) 

- Children 133%- 210%FPL 4,267 9,354 

- Non-Alien Adults ( 2,884) (9,884) 

- Aliens and Refugees 582 1,154 

- Duals ( 299) (1,160) 

~ FISCAL RESEARCH DIVISION 
~ A Staff~ of the North Carolina General Aimembly 
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Suggested Follow Up 

• Trends in Non-Alien Adults and average family size 

• Trends in Alien & Refugee enrollment - small in 
numbers, large in percentage 

• Trends in 0-133% children vs 133-210% children 

• Identify Changes in Outlier Counties 
- Change in practices 

- Change in policy 

- Change in capacity 

- Change in Systems or Use of Systems 

- Environmental/Demographic Changes 

lfFil FISCAL R ESEARCH DIVISIO N 
~ A Staff ~cy of dJc Nonh Oru-oliD.\ ~ Aacmbly 
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Forecast Comparison 

• On January 24, 2018 DHHS reported that they 
expected a surplus in the current year of $28.1 
million in State Appropriations 

• DHHS expects Requirements to be $149.8 
million over budget, but the $1 77 .9 million in 
higher expected receipts more than off sets the 
spending variance to result in the surplus the 
Department reported 

~ FISCAL RESEARCH DIVISIQN 
~ A Staff Ag=cy of the North Carolina General Alscmhly 

9 02/28/2018 



Forecast YTD Comparison 

• For claims spending, DMA has reported a declining 
spending variance to budget over the past 2 months 
- December 

- January 

- February 20, 2018 

($187.5) Million 

($155.0) Million 

($136.4) Million 

- Expected variance ITD February = ($66) million based on enrollment 
and mix 

• FRD has not been able to obtain data from the 
Department to assess the assumptions in the 1/24/18 
estimate or what has caused the spending variance 
under budget to decline over the last 3 months 

fiFil f ISCAL RESEARCH DIVISION [_LY! j A Staff Agt,nr:y r,f the North Carolina Gencnl MICmbly 
10 02/28/2018 



Suggested Follow Up 

• Higher than expected spending variance 

• Areas with highest spending variance under budget: 
- Capitation Payments 

-PCS 

- Pharmacy 

- Home Health 

- Physician/Clinic/Hlth Chk 

$59.1 million 

$42.1 million 

$36.1 million 

$15.4 million 

$13.0 million 

How much related to lower enrollment, how much related 
to lower utilization? 

11 02/28/2018 



Program Integrity 

Reporting of recoveries from third party 
payers when a recipient was covered by private 

health insuranc,e during the time they were 
enrolled in Medicaid, estate recoveries; as well 
as, from providers where there is fraud, waste 

and abuse 

I FISCAL RESEARCH DIVISION 
A Staff Agency of the North Carolina General Assembly 02/28/2018 



Program Integrity Recoveries 
TOTAL RECOVERIES 

SFY2012-13 SFY2013-14 SFY2014-15 SFY2015-16 SFY2016-17 YTD2018-Jan 

Hospitals (65,593,151) (39,836,464) (44,685,721) (43,505,391) (45,502,676) (32,564,853) 

Prescribed Drugs (39,429,019) (13,759,631) (29,112,916) (34,841,466) (31,918,131) (15,279,321) 

Physicians (10,919,039) (8,427,582) (10,417,818) (13,524,759) (12,734,718) (7,052,750) 

PCS and Home Care (2,692,551) (1,081,588) (1,168,118) (1,930,519) (2,315,596) (2,240,965) 

Mental Health Facilities (381,452) (426,618) (476,758) (615,336) (1,345,882) (153,175) 

ICF-lvfR (84,690) (1,182,499) (17,611) (1,416) 

Non-Physician Practitioners (3,316,632) (596,571) (400,667) (377,066) (165,915) (62,019) 

Other Professionals (962,318) (1,055,773) (851,379) (1,792,361) (1,803,548) (1,397,132) 

Diagnostic and Treatment (17,597) (48,011) (2,443,850) (679,125) (158,016) 

DME (404,342) (1,201,377) (730,015) (676,284) (929,020) (98,558) 

Skilled Nursing Facilities (1,041,985) (250,736) (118,980) (137,325) (102,925) (7,382) 

Ambulance (176,129) (126,711) (41,299) (4,258) (9,916) (19,827) 

Clinics (392,428) (913,765) (470,895) (61,314) 2,080 (606) 

Hospice (49,029) (198,844) (424) (18,759) (124) 

Other Services 18,477 (182,914) (251,321) (144,392). (107,994) (444,303) 

TOTAL RECOVERIES (125,441,884) ~69,241 ,073) {88,791 ,932) {100,074,497) {97,613~364) (59.479,029) 

Annualized, on track for a comparable year 
Source: NCAS BD701 
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** 

Program Integrity Recoveries 

TOTAL RECOVERIES 
SFY2012-13 SFY2013-14 SFY2014-15 SFY2015-16 SFY2016-17 YTD2018-Jan 

TOTAL RECOVERIES (125,441,884) (69,241 ,073) (88,791,932) (100,074,497) (97,613,364) (59,479,029) 

January YTD Recoveries (74,071,826) (125,441,886) (47,209,436) (34,997,657) (27,535,065) (59,479,029) 

TOTAL CL-\.IMS 10,648,418,547 10,762,525,171 11,684,674,590 11,786,239,232 12,049,741,694 6,188,165,672 

Percenta e of Claims -1.18% -0.64% -0.76% -0.85% -0.81% -0.96% 
% without Behav Hlth -1.27% -0.65% -0. 77'% -0.86% -0.82% --0.97% 

** According to DHHS the variance in the YTD recoveries in 2018 is prilnarily a 
timing issue rather than a result of a sign(ficant increase in recoveries. 

Percent of Recoveries estimated by catego1y: 

2013 2014 2015 2016 2017 YTD2018 

Third Party/Estate Recoveries 76% 65% 91% 73% 93% 82% 
Fraud, Waste & Abuse 24% 35% 9% 27% 7% 18% 
NOTES: 

1) Changes in recoveries for 1Iental Health Facilities and ICF-SfR's is significantly impacted by the facr rhat beginning in 2012 behavioral health services were shifted from Fee For Service to 

Capitation paid to L\IE/;\fCOs. Therefore, claims for these services that were paid by Medicaid were nearly clim.inated and the recoveries from claims for services paid prior to the transition. 
2) Claims spending doe.s not include cost settlements, supplemental hospir.al or physician payments and transfers bet\veen funds. 

3) Recoveries include both recoveries for fraud/ ·waste/ abuse and third party recoveries. 

14 02/28/2018 



• 

• 

Program Integrity Recoveries 

Hospital and 
TOTAL RECOVERIES AS % OF CLAIMS PAID 

SFY2()12-13 SFY2(}/3-14 SFY 2014-15 SFY 2015-16 SFY2016-17 Y1D2018-Ja.n 

Hospitals -3.54% -2.29% -2.29% -2.40% -2.43% -3.39% 

Drugs represent Prescribed Drugs -3.21 % -0.99% -1.77% -1.92% -1.71 % -1.62% 

Phvsicians -0.93% -0.74% -0.80% -1.12% -1.04% -1.16% 

78% of the total IPCS and Home Care -0.47% -0.18% -0.20% -0.33% -0.41% -0.72%1 

recoveries in the Mental Health Facilities -0.33% -130.58% -221.63% -579.29% -1027.66% -504.14% 

ICF-NIR -0.03% -41.70% -0.87% -0.08% 0.00% 0.00% 

current year 
Non-Physician Practitioners -0.77% -0.54% -0.34% -0.31 % -0.13% -0.09% 

I Qthg Ewf~!i:iiimal:; Q.2~Wo -fl.30% -0.22% Q.:l:!;i¾ Q.46% Q62¾1 

Current year Diagnostic and Treatment -0.02% 0.00% -0.04% -1.82% -0.53% -0.24% 

Dl\1E -0.26% -0.70% -0.38% -0.32% -0.44% -0.09% . 
recoveries as a Skilled Nursing Facilities -0.09% -0.02% -0.01 % -0.01 % -0.01 % 0.00% 

Ambulance -0.36% -0.30% -0.09% -0.01 % -0.04% -0.14% 

% of claims has Clinics -0.29% -0.85% -0.36% -0.05% 0.00% 0.00% 

Hospice -0.07% -0.31% 0.00% -0.03% 0.00% 0.00% 

remained fairly Other Services 0.00% 0.00% -0.01 % 0.00% 0.00% -0.02% 

consistent for TOTAL RECOVERJES -1.18% -0.64% -0.76% -0.85% -0.81% -0.96% 

nearly all service categories. "PCS/Home Care" and "Other Professionals" 

are areas with the most significant rise in recoveries as a percentage of 

claims paid. 
15 02/28/2018 



QUESTIONS 

Steve Owen - steve.owen@ncleg.net 
919-733-4910 
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JOINT LEGISLATIVE OVERSIGHT COMMITTEE 
ON MEDtCAID AND NC HEALTH CHOICE 

Medicaid and NC Health Choice 
Enrollment 

Dave Richard, Susan Perry-Manning 
Department of Health and Human Services 

February 28, 2018 



Medicaid Enrollment - Forecast vs. Actual 
Medicaid Enrollment has tracked roughly inline with DMA's expectations to date 

Enrollment - Forecast and Actual 
2.40 

2.30 

2.20 

2.10 

VI 

I .~ 2.00 

1.90 

1.80 

1.70 - ----- ---



Medicaid Enrollment by Program Aid Category 
January 2018 enrollment at 2.032M is 3.6% higher than one year prior at 1.961M on January 2017 

PY Actual Current year, actual: trend over previous 6 months CY Forecast 

(Data in ThOllsands.) 

2,000 1,961 
2,005 2,001 2,008 2,014 2,024 2,033 2,032 2,057 

MQB-E 

1,800 AgediBlind/D1sabled 

1,600 

MCHIP 

1,400 

1,200 MIC 

1,000 

800 
-530 · AFDC Under 21 

600 

400 AFDC Over 21 

200 
Other 

0 
Jan 17 Jul 17 Aug 17 Sep 17 Oct 17 Nov 17 Dec 17 Jan 18 

• Other ., AFDC Over 21 "AFDC Under 21 "'MIC "'MCHIP "'Aged/Blind/Disabled • MQB-E 
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JOINT LEGISLATIVE OVERSIGHT COMMITTEE 
ON MEDICAID AND NC HEALTH CHOICE 

Medicaid and NC Health Choice 
Financial Update 

Dave Richard, Roger Barnes 
Department of Health and Human Services 
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Medicaid SFY18 Actuals vs. Budget 
Through December 2017, total Medicaid expenditures were $408.SM or 5.9% 
favorable to the authorized budget 

($ millions) 

Fund Description 
SFY2018B 

YTD 
SFY2018A 

YTD 
Variance 

( ) 
Variance% 

vs. Budget 

Hospital
1 $ 967.8 $ 963.6 $ (4.2) -0.4% 

Skilled Nursing Facilities 639.5 639.5 (0.0) 0.0% 

Physician 549.3 510.6 (38. 7) -7.0% 
3 

Pharmacy 381.9 316.0 (65.9) -17.2% 

Other Claims 1,184.3 1,134.9 (49.4) -4.2% 

Total Fee-For-Service Claims Exp. $ 31722.8 $ 3,564.8 $ (158.0) -4.2% 

Consolidated Supp. Hospital Payments 915.4 874.0 {41.5) -4.5% 

Cost Settlements 101.5 13.2 (88.3) -87.0% 

Capitation, Premiums & Other Exp. 
2 

2,165.5 2,044.5 {121.0) -5.6% 

Total Expenditures $ 6,905.3 $ 6,496.5 $ (408.8) -5.9% 

Notes: 

1. Hospital Expenditures include Inpatient, Outpatient, and Emergency Room Services. 

2. Includes LME/MCO, PACE, High-Tech Imaging, and Buy-in/Dual Eligible Services. 

3. Pharmacy Expenditures are net of rebates. 



Medicaid Revenue Distribution 

SFY2017 Actuals($ millions) 

Other, $922 , 7% 

Rebates, $1,191 , 8°.Ai 

Tax Assessments, 

$765, 5% 

Appropriations, 
$3,084, 22% Federal Revenue, 

$8,209, 58% 

SFY2018 Budget ($ millions) 

Other, $614 , 4% 

Rebates, $1,234 , 9°/4 

Tax Assessments, 
$674, 5% 

Appropriations, 

$3,296, 23% 
Federal Revenue, 

$8,486, 59% 
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Joint Legislative Oversight Committee for 
Medicaid and NC Health Choice 

Review of Amended Waiver 
Application Provisions 

Steve Owen, 
Fiscal Research Division 

February 28, 2018 

FISCAL RESEARCH DIVISION 
A Staff Agency of the North Carolina General Assembly 
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Discussion Guide 

• Amended Waiver provisions that are not 
consistent with S.L. 2015-245, as amended by 
S.L. 2016-121, Sec. llH.17 ofS.L. 2017-57, and 
Sec. 4 of S.L. 2017-186 

• Funding Summary/Budget Neutrality 

• Other provisions needing CMS approval 

• Amended Waiver provisions needing additional 
explanation 

• Considerations 

~ FISCAL RESEARCH DIVISION 1M A Staff Ag=cy of the North Carolina. General A,sembly 
2 02/28/2018 



L ) 

Amended Waiver 
Application provisions that 

are not consistent with 
Medicaid Transformation 
Legislation S.L. 2015-245, 

as amended 

FISCAL RESEARCH DIVISION 
A Staff Agency of the North Carolina General Assembly 

02/28/2018 



Inconsistencies with SL 2015-245, as amended 

• Increase access through implementation of Carolina 
Cares; ((if proposed State legislation is enacted'' - Page 1. 

• Request for up to $1.2 billion in increased spending over 
five years to fund implementation of targeted initiatives at 
a 50% match rate; Non Federal share funding not 
identified other than implied savings on traditional 
Medicaid and lower Carolina Cares cost - Page 2. 

• Tribal uncompensated care pool; 100% federally funded­
Page 5 

~ FISCAL RESEARCH DIVISION 
~ AStalf ~ of the North CIU"Oiinn. General Assembly 
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Inconsistencies with SL 2015-245, as amended 

• Carve out Nursing home long stays, Family 
Planning populations, prisoners, CAP-C and 
CAP-DA populations - Page 14. 

• Implementation of Carolina Cares premiums 
and Work Requirements "If enacted by the 
State Legislature .. ,,, - Page 14 

• Delay in enrollment of populations eligible for 
tailored plans until year 3 - Page 18. 

!Al FISCAL RESEARCH D IVISION 
~ A Staff' Agency or du: North Carolina Genc:ral Aucmbly 
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Inconsistencies with SL 2015-245, as amended 

• Delay in enrollment of TBI populations 
until year 3 - Page 19. 

• Behavioral Health/Intellectual Developmental 
Disability Tailored Plans and Specialized Foster 
Care Plans; "Pending S fate legislative authority . .. JJ -

Page 21. 

• Waiver states that 3 co111111ercial plans will be 

offered state-\Vide/ silent on PLE's - Page 28. 

~ FISCAL RESEARCH DIVISION 
~ A Smff Agency oi the North Carolina General Assembly 
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InconsiStencies with SL 2015-245, as amended 

• Carves out costs for ''fabrication, fitting and 
dispensing'' of eyeglasses - Page 29. 

• Schedule proposed phrased "Begin launch of 
managed care" July 2019 (17 months after CMS 
approval). Unclear what "Begin" means - Page 

34. 

~ FISCAL RESEARCH 0IVJSION 
~ A S!ldf Ag,:ncy of the North Carolina Gcncrnl Allsembly 
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Inconsistencies with SL 2015-145, as amended 

• PHP's will be charged a "premium tax" and the 
proceeds of that tax \Vill be used to fund 

Medicaid programs; "if approved "f?y the legislature" -
Page 41. 

~ f ISCAL RESEARCH DIVISION 
~ A Staff Ag=cyof lhcNonh Carolina General As.cmbly 
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Proposed Federal Funding Summary 

Budget neutrality is a basis for negotiating spending 
caps with CMS that will be the methodology used to 
determine that the demonstration does not cost the 
federal government more than it would had it not 
approved the demonstration. 

IMPORTANTLY BUDGET NEUTRALITY ESTABLISES A CAP FOR FEDERAL 
PART/CATION IN SPENDING. MEDICAID SPENDING IN EXCESS OF THE 
CAP WILL RESULT IN NORTH CAROLINA FUNDING 100% OF THE 
AMOUNT OVER THE CAP, WITH NO FEDERAL SHARE. 

9 02/28/2018 



Proposed Federal Funding Summary 

• The Amended Waiver application only includes projected 
budget impact for federal spending 

Total 
Requirements** Federal** 

Workforce Initiatives $ 45,000,000 $ 22,500,000 
Public Private Partnerships 800,000,000 400,000,000 

Tribal Uncompensated Care Pool 86,573,048 86,573,048 

BH/IDD Care Management 150,000,000 75,000,000 
T elemedicine 5,000,000 2,500,000 

Telemedicine Innovation 80,000,000 40,000,000 

Cost of \Xiaiver Initiatives $ 1,166,573,048 $ 626,573,048 

Savings on Traditional Medicaid $ (1,032,036,692) $ (698,309,621) 

Savings on Carolina Cares (1,365,893,331) (1,229,918,027) 

POTENTIAL IlvIPACT REPORTED IN WANER $ (1,231,356,975) $ (1,301,654,600) 

** -Exhibits 3, 4, 5 and 6 from pages 55-58 of the Amended Waiver Application FY 2019-24 

FISCAL RESEARCH DIVISION 10 02/28/2018 
'"'----' A Staff Agency of the North Caroli,,a G~D.=1 Assembly 



Potential Estimated Total Funding Impact 

The Non-Federal WAIVER ESTIMATED SPENDING IMPACT FY 2019-2024 

share of the 
Total 

Requirements ** Federal** Non-Federal**** 

proposed Workforce Initiatives $ 45,000,000 $ 22,500,000 $ 22,500,000 

spending is not 
Public Private Partnerships 800,000,000 400,000,000 400,000,000 

Tribal Uncompensated Care Pool 86,573,048 86,573,048 

included in the BH/IDD Care Management 150,000,000 75,000,000 75,000,000 

Telemedicine 5,000,000 2,500,000 2,500,000 . 
waiver. Telemedidne Innovation 80,000,000 40,000,000 40,000,000 

Cost of Waiver Initiatives $ 1,166,573,048 $ 626,573,048 $ 540,000,000 

The only way to 
Savings on Traditional Medicaid $ (1,032,036,692) $ (698,309,621) $ (333,727,071) 

estimate the Savings on Carolina Cares ~1,365,893.331) {1,229,918,027) 
.. 

maximum 
POTENTIAL Th1P ACT REPORTED lN WAIVER $ (1,231,356,975) $ ·c1,301,6s4,6oo) $ 206,272,929 

potential impact is 
Potential Incremental Spending Increase 27,132,658,460 24,452,649,192 2,680,009,268 

to derive the non- Potential Increase in Provider Assessment C2,680.oo9,268) 

federal share 
Potential Increased Spending from Waiver $ 25,901,301,485 $ 23,150,994,592 $ 206,272,929 

using Exhibits in 
the waiver~ 

** - Exhibits 3, 4, 5 and 6 from pages 55-58 of the Amended Waiver Application FY 2019-24 

**** -May include sources of receipts not identified in the waiver that can impact potential State apporpriations. 

FISCAL RESEARCH DIVISION 11 02/28/2018 
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Other Provisions or 
Considerations from 

Amended Waiver 
Application 

~ FISCAL RESEARCH DIVISION 
0212812018 ~ A Staff Agency of the North Carolina General Assembly 



Other Provisions Needing CMS Approva 

• Cost Settlement for safety net providers - Page 3 

• Approval to cover IMD services by Medicaid 
immediately - Page 4 

• Carolina Cares work requirements and the premiums­

Page 1 

~ FISCAL RESEARCH D IVISION 
~ A Staff Agency of the Nonh Cualina General ,\sscmbly 
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Elements Needing Further 
Ex~olanation 

• One stop credentialing and regional provider support centers 

• Improvements to physical and behavioral health 

• Public-Private partnership desired outcomes and measures 

• "Workforce Fund" or loan forgiveness program 

• Telemedicine services and Home Health Care Management 

• Ensuring access and network adequacy 

• PHP capitation rate setting, enrollment and reimbursement 
assumptions for cost projections 

• Assumptions for funding impact of new provisions 
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CONSIDERATION 

What is the implication for federal funding 
if CMS approves the waiver as filed and 
the Department is never authorized by the 
General Assembly to implement elements 
included in the Waiver? 
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QUESTIONS 

Steve Owen - steve.owen@ncleg.net 
919-733-4910 

frrFil FISCAL RESEARCH DIVISION 
~ A Staff Ag=cy of the North Carolina Geru,nl .As9emhly 16 02/28/2018 



JOINT LEGISLATIVE OVERSIGHT COMMITTEE 
ON MEDICAID AND NC HEALTH CHOICE 

Overview of 1115 Waivers 

Christen Linke Young 
Department of Health and Human Services 

February 28, 2018 



State Tools for Modifying Medicaid Program 
• Three primary tools for modifying a state Medicaid 

program: 
- State Plan Amendments (SPA) - used to change 

administrative aspects of a state's Medicaid program like 
covered benefits and provider payments 

• Usually covers a single discrete topic 
• Remains in effect until it is withdrawn and can be granted 

retroactively 
- 1915 Waivers - used for particular narrow functions like 

coverage of home and community based services and, in 
other states, case management 

- 1115 Waivers - broad authority for states to pursue "any 
experimental, pilot or demonstration project likely to assist 
in promoting the objectives" of Medicaid, but must be 
budget neutral for the federal government 

• Generally used for large initiatives 
• Granted for 5 year terms and can be renewed 



DHHS Preparation for 1115 Amendment 
• 1115 waiver submission covers only the components of 

a state proposal that require special federal authority; 
not a holistic picture of any Medicaid reform initiative 

• Prior to submitting the amended waiver, DHHS held 
public hearings and released SO-page program design . 
- End-to-end view of vision for all components of the managed care 

transition, including those not requiring waiver authority 

- Detailed discussion of covered populations and timelines 

• Also releasing concept papers on specific topics 
- BH IDD Tailored Plans 

- Network Adequacy 

- Other topics to be released in coming months 
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1115 Process 
• State submits an application to CMS: 

- Defining the proposed demonstration project and how it meets the 
objectives of Medicaid 

- Asking for federal waiver of particular aspects of the Medicaid 
statute: 

• Programmatic authority, e.g. allowing DHHS to make managed care 
enrollment mandatory 

• Expenditure authority, which allows DHHS to claim a federal Medicaid match 
for activities that may be conducted in the future 

- Demonstrating how the waiver (including any proposed expenditure 
authority) is budget neutral for the federal government 

• CMS and the state negotiate Special Terms and Conditions 
(STCs) that govern how the waiver will operate and the 
circumstances under which the state can claim federal match 

• Waivers are granted for 5 year terms 

• Waivers only cover items that require programmatic or 
expenditure authority 



1115 Budget Neutrality 
• Application serves as starting point for discussions with CMS 

• CMS and the state agree on an amount of "savings" for the federal 
government compared to federal spending in the absence of the 
waiver 

- Specific formulas CMS prescribes for budget neutrality projections, which are 
very different from how DHHS projects the Medicaid budget 

• Based on those "savings," state secures agreement that CMS will 
provide matching funds up to certain amounts for certain activities 
not typically covered by Medicaid if the state conducts those 
activities in the future 

- State share must still be provided at match rate appropriate for the activity 
(e.g. 50% for administrative activities or FMAP for medical services) under 
normal matching rules 

- State is under no obligation to conduct particular activities 

• Budget neutrality cannot be renegotiated except under exceptional 
ci rcu msta n ces 
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DHHS 1115 Waiver Application 
• Some components of the waiver require additional legislative 

authority to implement, which is made clear throughout the 
submission to CMS: 

- Integration of behavioral health into PHP contracts 

- Creation of Tailored Plans for those with significant needs and delayed 
enrollment of Tailored Plan population 

- Exclusion of certain populations with limited coverage from managed care 
(inmates of prisons, family planning enrollees) 

- Delayed enrollment of special populations (foster children, CAP-C and CAP­
DA waiver enrollees, non-dual long-stay nursing home enrollees), coordinated 
with launch of spe·cialized products to meet needs and manage budget 

- Minor changes to managed care coverage related to eyeglasses 

- Imposition of work requirements and premiums for potential future 
populations 

- Supplemental payment reform 

- MCO tax and revenue 



DHHS 1115 Waiver Application 
• Any spending under the waiver requires enactment of 

future year budgets 
- DHHS does not currently have funds to expend state share on any waiver 

activities, including even making capitation payments to PHPs at 
managed care launch 

- Future enacted budgets will define how Medicaid spends money 

- This may include items for which CMS has granted expenditure authority, 
if state funding is appropriated 

- Examples of these potential future "expenditure authority'' activities 
include: 

• Initiatives to develop the NC health care workforce 

• Initiatives to improve access to, use of, and efficiency of telemedicine services 

• Public/private partnerships 
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Discussions with CMS 
• DHHS has had ongoing weekly meetings with CMS 

subject matter experts since September to discuss 
waiver components 

• Major areas of CMS feedback: 
- Changes have been made to the process for cost-settling local 

health departments and other safety net providers in managed 
care (now using state plan authority, not waiver authority) 

- We continue to discuss the scope of an Institution for Mental 
Disease (IMD) waiver based on guidance provided by CMS after 
the waiver was submitted 

- Budget neutrality conversations are ongoing; recent discussions 
have unearthed potential areas of disagreement 

• Continue to work with federal partners 
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TO: 
FROM: 

SUBJECT: 

NORTH CAROLINA GENERAL ASSEMBLY 
Raleigh, North Carolina 27601 

March 1, 2018 

MEMORANDUM 

Members, Joint Legislative Oversight Committee on Medicaid and NC Health Choice 
Rep .. Donny Lambeth, Co-Chair 
Rep. Nelson Dollar, Co-Chair 
Sen. Ralph Hise, Co-Chair 

Meeting Notice 

The Joint Legislative Oversight Committee on Medicaid and NC Health Choice will meet at the 
following time: 

DAY 
Tuesday 

DATE 
March 13, 2018 

Rep. Lambeth will preside. 

TIME 
1:00 PM 

LOCATION 
643 LOB 

Parking for non-legislative meeting attendees is available in the visitor parking deck #75 located on 
Salisbury Street across from the Legislative Office Building. Parking is also available in the parking lot 
across Jones Street from the State Library/ Archives. You can view a map of downtown by visiting 
http://www.ncleg.net/graphics/downtownmap.pdf. 

If you are unable to attend or have any questions concerning this meeting, please contact Candace Slate 
at dollarla@nclcg.net. 

cc: Committee Record X 
Interested Parties X 





Committee Co-Chairs 
Rep. Nelson Dollar 
Rep. Donny Lambeth 
Sen. Ralph Hise 

Lcgislntivc Members 
Rep. William D. Brisson 
Rep. Josh Dobson 
Rep. Verlafosko 
Rep. Hert Jones 
Rep. Greg F. Murphy, MD 
Sen. Dan Bishop 
Sen. Valerie l' . .Foushee 
Sen. Joyce .Krawiec 
Sen. Louis Pate 
Sen. Gladys A. Robinson 
Sen. Tommy Tucker 

Advisory Members 
Rep. Beverly M. Earle 

) Rep. Chris Malone 
Rep. Rodney W. Moore 
Sen. Angela R. Bryant 

I. 

II. 

III. 

IV. 

v. 

VI. 

JOINT LEGISLATIVE OVERSIGHT COMMITTEE 
ON MEDICAID AND NC HEAL TH CHOICE 

March 13, 2018 1 :00 p.m. 
Legislative Office Building- Room 643 

Welcome & Opening Remarks 

Remarks from Department of Health 
and Human Services (DHHS) Secretary 

Status of Cardinal Innovations 
Healthcare LME/MCO 

Report on Funding for GME Payments 
and Actions Taken to Achieve Flex Cut -
Section 11 H.13 of S.L. 2017-57 

1115 Waiver Update and Work Plan for 
Medicaid Transformation 

Plan to Implement Coverage for Home 
Visits for Pregnant Women and Families 
with Young Children - Section 11 H.14 of 
S.L. 2017-57 

Adjourn 

Representative Donny Lambeth 
Presiding Co-Chair 

Mandy Cohen, Secretary, 
Department of Health and Human 
Services (DHHS) 

Trey Sutten, Interim Chief 
Executive Officer, Cardinal 
Innovations Healthcare 

Dave Richard, Deputy Secretary for 
Medical Assistance, DHHS 

Mandy Cohen, Secretary, DHHS 

Dave Richard, Deputy Secretary for 
Medical Assistance, DHHS 

Jay Ludlam, Assistant Secretary for 
Medicaid Transformation, DHHS 

Dave Richard, Deputy Secretary for 
Medical Assistance, DHHS 
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MINUTES 
JOINT LEGISLATIVE OVERSIGHT COMMITTEE 

MEDICAID & HEALTH CHOICE 

Tuesday, March 13, 2018 
1:00 p.m. 

Legislative Office Building, Room 643 

ATTENDEES: 

Chairmen: Dollar, Lambeth 

House Members: Brisson, Dobson, Insko, Murphy 
Senate Members: Foushee, Krawiec, Pate, Tucker 

I. Welcome and Opening Remarks 
Chairman Donny Lambeth presided and called the meeting to order at 1 :50 p.m. 

Chairman Lambeth introduced Sergeant-at-Arms Staff assisting with the meeting and 
committee staff members. 

II. Remarks from Department of Health and Human Services (DHHS) 
Secretary Mandy Cohen gave an overview of the day's reportings. She began by 
answering questions regarding the Department's efforts around fraud that were asked 
earlier in the day during the HHS meeting. She stated that the Department is on track for 
implementing its fraud/error work during the April timeframe. She expressed her 
appreciation to the Committee for allowing the Department to explain the status of the 
1115 Waiver Amendment. She stated that looking at the Waiver in isolation does not 
provide a full understanding of the Department's intent regarding the Medicaid Program. 
Secretary Cohen referenced the comprehensive paper published during the summer of 
2017 that outlined the Department's vision for managed care and provides an end-to-end 
look at what the Department desires to accomplish for Medicaid. 

Chairman Lambeth publically thanked Trey Sutten for the outstanding job he has been 
doing during the interim and called upon him for a status report. 

III. Status of Cardinal Innovations Healthcare LME/MCO 
Trey Sutten, Interim Chief Executive Officer, Cardinal Innovations Healthcare, provided 
a snapshot of activities over the past 120 days. To date, he has met with representatives 
from each of the Cardinal's internal departments and held regular meetings with the 
Department of Health & Human Services leadership, held Town Halls with healthcare 
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coordinators, and met with key CEOs of other LME/MCOs. Additional contacts include 
Mecklenburg and Alamance County officials, legislators, and key providers. Mr. Sutten 
also attended CF A C's retreat and Summit meeting, met one-on-one with employees and 
teams, as well as engaged in ride-alongs to meet members in their care settings. 

fn an effort to address trust issues, Mr. Sutten stated that the times and locations of Board 
meetings are posted and minutes of Board meetings are available to the public. He has 
begun weekly communications with all employees and a monthly newsletter is now being 
published. Mr. Sutten was pleased to report that employees are proud of their work and 
committed to Cardinal's mission and serving its members. 

Mr. Sutten reported that community stakeholders are also committed. He and his team 
have conducted 200 listening and learning sessions and conducted 80 meetings with 
teams. His team has made it a priority to meet with DHHS on a regular basis, interact 
with CPAs, and spend time with care coordinators. Mr. Sutten thanked the new, 
reconstituted Board. Each of these efforts demonstrates a willingness to engage and 
return to where Cardinal needs to be. 

Mr. Sutten identified a need for transparency in the new restructure of Cardinal. He 
stated that they began by working on mistrust issues and communicated the organizations 
commitment to its mission. Initiatives that target transparency include: 1) the launch of 
a new website; 2) weekly newsletters; 3) the launch of Project Futme that includes eight 
initiaties to prepare the organization for next steps under reform; and, 4) the creation of a 
corrective action plan. 

Audits of Cardinal were conducted by the Office of the State Auditor and the NC 
Department of Health & Human Services. Following the audits, DHHS requested that 
Cardinal develop and implement a Corrective Action Plan. Board activities, governance, 
personnel practices and spending were major issues identified. Mr. Sutten reported that 
action has been taken to address these areas: 1) Revised Board policies to have all 
meetings at appropriate locations in North Carolina with specific attention to costs; 2) 
Active and ongoing consultation with the North Carolina General Assembly and the 
Department of Health & Human Services; 3) Salary of the CEO is aligned with state law 
and employee compensation, incentive pay and benefits subject to Board approval and 
the policies on documentation for expense reimbursement have strengthened; and, 4) 
Inappropriate spending, e.g., first-class airfare, alcohol, and chartered flights. 

Mr. Sutten described Community Reinvestment Initiative, a new, high-impact initiative 
that will positively affect Cardinals' members and its communities. He informed the 
committee that Cardinal will issue RFPs over the next 12 months lo fund capital, 
equipment and/or programmatic needs. He announced that the Board of Directors will be 
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heavily involved in the review process and final approval will be given by the North 
Carolina Department of Health and Human Services. Eligible entities may include: 
counties, local public school systems and IHEs, municipalities, and well-established, 
non-profit organizations. The deadline to receive requests is May 1, 2018 and funds will 
be awarded for approved requests on June 29, 2018. 

"Cardinal is committed to getting back on track," he concluded. 

Senator Hise expressed his desire for the $3.8 million to be deployed by the end of the 
fiscal year. 

Senator Tucker thanked Secretary Cohen for her courage in dealing with the takeover of 
Cardinal and Mr. Sutten for taking on the responsibility of leading the organization. 
Senator Tucker cited areas of concern that include: severance packages, 
recruitment/retaining employees; establishing a fair salary for the new CEO. 

Representative Dollar recognized Board members Jean Andersen and Dan Brumitt who 
were in attendance. He asked Mr. Sutten of Cardinal's plans in using the unstricted funds 
portion of the $258 million fund balance. Mr. Sutten responded that funds would be used 
for state services, community reinvestments, and capital investments. He restated his 
goal was to maintain financial solvency. 

Representative Dollar stated his pleasure with the investment in the Diversion Center 
initiative and the importance of a public managed care company dealing with Behavioral 
Health. Mr. Sutten responded that community representatives are out in the field, 
wellness centers available, care coordinators in homes - "the public mission aspect of our 
system is critical to the folks whom we serve," he concluded. 

Representative Dollar thanked Board members for being present. "Public management of 
the Behavioral Health system is critical," 

Representative Insko asked for clarification. "As we move from fee-for-service to a 
managed care system, I assume there will be a surplus in the fund." 

"In general, that is how it will work," Mr. Sutten responded. 

Senator Tucker asked for clarification regarding the continuation of the law suit or OSHR 
to conduct a study. lvlr. Sutten replied that he anticipates a cooperative conversation with 
OSHR. Secretary Cohen added that the Department's intention is to bring together 
behavioral health and managed care. "Work is very close to the 122C structure and the 
rules of the State HR office for salary in order to attract and maintain qualified personnel. 
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IV. Report on Funding for GME Payments and Actions Taken to Achieve Flex Cut 
Section 1 lH.13 ofS. L. 2017-57 
Dave Richard, Deputy Secretary for Medical Assistance, Department of Health and 
Human Services, reported Medicaid actual spending SFY18 compared to the budget. 
Through January 2018, total Medicaid expenditures totaled $397.2M or 4.9% favorable 
to the authorized budget. Mr. Richard informed the committee that Medicaid's use of 
appropriations for Graduate Medical Education is $17. 6M through January 2018. He 
indicated that reimbursement is expected to fall within the forecasted amount for the year. 
"Overall, current trends indicate that DMA will complete the State's fiscal year within 
budget," he said. 

V. Work Plan for Medicaid Transformation and 1115 Waiver Update 
Committee members were provided an update of the Medicaid Transformation efforts by 
Jay Ludlam, Assistant Secretary for Medicaid Transformation with the Department of 
Health and Human Services. He cited recent publications by the Department aimed at 
providing timely info1mation. Since August 2017, ten articles ranging from Proposed 
Program Design to Care Management & Advanced Medical Home have been published. 
He stated that plans are to publish concept papers that address: Quality, credentialing, 
and PHP Licensure. 

Mr. Ludlam provided a brief overview of the Department's operational progress starting 
with As L'I and moving toward the desired To Be state. A plus in the new process is that 
beneficiaries will be able to choose a plan that fits their needs. Representative Murphy 
inquired if assistance would be provided to beneficiaries in choosing a plan? Mr. Ludlam 
responded that choice counselors and family physicians on the beneficiary's network 
would provide assistance. "We are committed to improving the medical experience to 
beneficiaries," he concluded. Representative Murphy stressed the importance of keeping 
providers in a state of knowing. 

Mr. Ludlam informed the committee that DHHS has begun the procurement process and 
has issued RFPs to connect families and doctors to their health plans. He explained that 
the key component in the operation is changing how we do the work with managed care. 
"We will begin where we are and develop an impact analysis. The challenge will be how 
we define oversite," he said. 

Mr. Ludlam presented a brief status report on the 1115 Waiver filed with the Center for 
Medicare an<l Medicaid Services. He stated that negotiations regarding program 
components and budget neutrality continue. 
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Mr Ludlam informed the committee that Secretary Cohen met with CMS Administrator's 
senior staff on March 12th to discuss the status of the Waiver. The next step in the process is 
to draft special terms and conditions. He reported that feedback received from CMS is that 
the most recent budget neutrality model shows improvement but continues to be negotiated 
to mitigate potential risk to the State. ''Things are moving in the right direction," he said. 

Secretary Cohen addressed the committee stating that the intent of the policy papers is to 
ensure that everyone is informed of the direction that the Department is taking. "We 
want no surprises as we move toward the RFP," she said. She informed the committee 
that great feedback had been received which will help in making final decisions. She 
reported that just a few issues remain with CMS. Secretary Cohen stated that CMS is 
pleased with the direction in which we are moving with budget neutrality. We have seen 
a second model from them and are expecting a third model that is even more favorable. 

Representative Murphy inquired how beneficiaries would be assisted in choosing a plan. 
Mr. Ludlam responded that the enrollment broker function has been around for a number 
of years. He stated that Managed Care requires DHHS to hire choice counselors who 
connect families to health plans that have the family's doctor in their network. For 
beneficiaries who do not choose a plan, the default will be by auto assignment algorithm 
that most likely will serve a family in the network that will meet their needs. "We are 
looking to improve the beneficiary aspect,' he concluded. 

In follow-up, Representative Murphy stated that providers are concerned about the 
process being overly burdensome. Mr. Ludlam responded that DHHS is looking to 
reduce the administrative burden placed on its providers by capturing additional 
information necessary for them to work with managed care. Representative Murphy 
expressed his appreciation for the department's attention. 

Representative Dollar informed the Secretary that major concerns have been raised and 
inquired if the committee would know in advance of seeing the RFP which direction 
DHHS will take. Secretary Cohen responded that the Department would do that in the 
August paper and an opportunity for feedback would be available at that time. 

Representative Dollar asked where the progress on clinical requirements fits into the 
schedule. Mr. Ludlam responded that clinical requirements are incorporated into the 
business requirements, gap assessment and impact analysis. Representative Dollar 
inquired about the sticking points, i.e., State vs CMS. Secretary Cohen replied, "Trends -
what would the cost of the Medicaid population be if we don't have managed care versus 
what it would be if we have managed care. 
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Chairman Lambeth asked when the State may expect approval. "Are we in line or is it 
ongoing among many states?" In response, Secretary Cohen stated that North Carolina 
will be the first large 1115 Waiver that the current administration has approved and she 
reiterated that the State is moving in the right direction. "We are asking for some new 
ground; and hopefully, in the next several weeks we can come to some conclusion," she 
stated. Secretary Cohen informed the committee that she met with North Carolina's 
entire congressional delegation to infonn them of the status of the Waiver. "We may 
potentially need their help. (It's been) a very collaborative effort. T'll keep you posted," 
she concluded. 

VI. Plan to Implement Coverage for Home Visits for Pregnant Women and Families 
with Young Children 
Deputy Secretary Dave Richard reported that the plan to provide Medicaid and NC 
Health Choice coverage for home visiting was delivered on January 24th

, 2018 to the 
North Carolina General Assembly in accordance with Session Law 2017-57, Section 
1 lH.14.(b). Additional requirements under the law are to provide an analysis of the 
fiscal impacts of the enhanced Medicaid coverage for home visits. The establishment of 
a timeline for implementation and any requirements for State Plan Amendments is also 
required. The targeted timeframe is July 2018 -June 2019. State funds will be used for 
the pilot. 

The Pilot will be conducted within two counties, Cleveland County has been identified 
to implement Medicaid coverage for nurse visits of the Nurse Family Partneship model 
for all first-time mothers and their infants. Johnson County will implement coverage for 
home visits for all pregnant women at high-risk and their infants. This will be an 
enhancement to existing OBCM and CC4C services. 

Mr. Richard further reported that the fiscal impact in State dollars is estimated at 
approximately $251 thousand for the Nurse Family Partnership Model and approximately 
$92 thousand for the Hybrid Model-Enhanced Visits Analysis. 

"We are on track in the implementation process," he concluded. 

Senator Tucker inquired how the Department will address North Carolina's high infant 
mortality rate. Mr. Richard stated that the Department will be studying how other 
programs targeted high-risk mothers/programs. The outcome is more healthy children 
and a reduction in infant mortality. 
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Chainnan Lambeth announced that the next meeting date is April 10th
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VIII. Adjournment 
The Joint Legislative Oversight Committee on Medicaid and NC Health Choice 
adjourned at 3: 12 p.m. 

Representative Donny Lambeth, Chair 

Attachments: Agenda 
Handouts ( 5) 

Panthea Briles, Committee Clerk 
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120 Day Snapshot 
Cardinal 
Innovations 
HEALTHCARE 

Over 200 listening and learning meetings with employees, providers and stakeholders since December 1 

Met with 
representatives of all 

19 internal 
departments 

Attended CFAC 
Retreat in Raleigh & 

CFAC Summit in 
Burlington 

Care Coordination 
Ride-alongs to meet 

members in their care 
settings 

Over 80 feedback 
meetings with 

employees and teams 

Meetings with 
legislators 

Meetings with 
Minority Providers, 

Provider Council and 
Coalition Executive 

Members 

Town Halls with Care 
Coordination, IT, 

Finance and 
Utilization 

Management 

Regular meetings with 
DHHS Leadership 

Meetings and. calls 
with key providers 

Served breakfast to 
employees in 

Charlotte and Chapel 
Hill 

Meeting with 
Mecklenburg and 
Alamance County 

officials 

Meeting with the 
other LME/ MCO 

CEOs 



What I've Learned 

Frustration with previous 
leadership decisions 

~ 
Need for transparency, 

communication & inclusiveness 

Culture of fear and mistrust 

Know our members & 
how best to serve them 

raJ 
Proud of our work 

Commitment to our mission 

Cardinal 
Innovations 
HEALTH CAR£ 

(iJ 
Looking for strategic direction 

p 
•••• 
If )1 

Want to build connections & 
have voices heard 

Optimistic about the future 
& want to move forward 
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Project Future 
Initiative 

Develop Strategic Plan 

Corrective Action Plan 

Restore Credibility & 
Reestablish Trust 

Recruit, Retain, and 

Develop Talent 

Super Measures 

Medical Team Strategy 

IT Transformation 

Cardinal Innovations 

Accelerator 

I 

Project Description 

Create and share Cardinal's vision and strategic plan for the organization, and 

align our efforts, resources and investments accordingly 

Implement policies, procedures and internal controls to address concerns 
related to the audit findings 

Create and execute strategies that demonstrate our ongoing commitment to 
our members 

Attract the right talent to fill top leadership vacancies while retaining and 
developing our employees 

Develop plans that measure, monitor, meet and sustain high performance 
levels relative to DMA and DMH measures 

Develop and implement clinical plan that encompasses medical team goals, 

performance measures, structure, processes and training plans 

Develop and implement a plan that builds IT skills to respond to changing 
needs 

Launch a Lean Six Sigma project that will streamline and improve key member 
and provider-related processes 

Cardinal 
Innovations 
HEALTHCARE 

Project Future is a series of initiatives that will 
address high-priority issues and enable us to 

better fulfill our mission and serve members. 
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Corrective Action Plan 
Cardinal 
Innovations 
HEALTHCARE 

Following audits by OSA and DHHS, the Department requested that Cardinal Innovations develop and implement a 

Corrective Action Plan. 

Final Corrective Action Plan was approved by both the Cardinal Innovations Board of Directors and the Department 
13 areas have been identified and addressed, and an internal audit of compliance will take place in 6 months 

Identified Issues 
I 

Boa rd Activities 

Governance 

Personnel Practices 

Spending 

Actions Taken 

Cardinal Innovations and the Board have revised Board policies to have all meetings at 

appropriate locations in North Carolina with specific attention to costs 

Active & ongoing consultation with NC General Assembly and DHHS 

CEO Salary is aligned with state law; CEO-only perks have been eliminated; Policies 
regarding employee compensation, incentive pay, and benefits subject to Boord approval; 
Policy on documentation for expense reimbursement has been strengthened ond is actively 

monitored for compliance 

Cardinal has amended it policies to exclude spending deemed inappropriate, including first 

class airfare, alcohol, chartered flights, etc. 

Ccpyr1ght(;) 2 016 Card, r.a• lnno,1atI ans Healthcare All rrghls reserved 



Community Reinvestment Initiative 
Cardinal 
Innovations 
HEALTHCARE 

Currently soliciting proposals to fund high-impact initiatives that will 

positively affect our members and our communities. 

Will be accepting Requests for Proposals (RFPs) to fund capital, 

equipment, and/ or programmatic needs over the next 12 months with 

BOD heavily involved in the review process, and final approval by DHHS 

Eligible entities may include: 

• Counties 
• Local Public School Systems/Districts 

and/ or Higher Education Institutions 

• Municipalities 

• Well-established non-profit organizations 

February 1 

March 31 

May 1 

June 29 

I 

Key Dates 

Initiative launched, began 
accepting proposals 

Deadline to submit 
questions 

Deadline to receive 
requests 

Funds awarded for 
approved requests 
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Medicaid SFY18 Actuals vs. Budget 
Through January 2018, total Medicaid expenditures were $397.2M or 4.9% 
favorable to the authorized budget 

($ millions) 

Fund Description 

Hospitai1 

Skilled Nursing Facilities 

Physician 
3 

Pharmacy 

Other Claims 

Total Fee-For-Service Claims Exp. 

Consolidated Supp. Hospital Payments 

Cost Settlements 

Capitation, Premiums & Other Exp.2 

Total Expenditures 

Notes: 

$ 

$ 

$ 

SFY2018B 

YTD 

1,162.4 

771.1 

634.0 

555.9 

1,418.5 

4,541.9 

936.9 

92.7 

2,518.5 

8,089.9 

SFY2018A Variance ~ 
:;,:;, $; <X ~ "" 

YTD (vs. Budget) · 

$ 1,171.0 $ 8.6 

771.0 (0.1) 

621.2 (12.9) 

482.4 (73.5) 

1,390.8 (27.7) 

$ 4,436.4 $ (105.5) 

874.0 (62.9) 

7.5 (85.1) 

2,374.8 (143.7) 

$ 7,692.7 $ (397.2) 

1. Hospital Expenditures include Inpatient, Outpatient, and Emergency Room Services. 

2. Includes LME/MCO, PACE, High-Tech Imaging, and Buy-in/Dual Eligible Services. 

3. Pharmacy Expenditures a re net of rebates. 
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Variance% 
I 

0.7% 

0.0% 

-2.0% 

-13.2% 

-1.9% 

-2.3% 

-6.7% 

-91.9% 

-5.7% 

-4.9% 
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Medicaid SFY18 GME Reimbursement 
Through January 2018, Medicaid's use of appropriations for Graduate Medical Education is 
$17.SM. This is expected to fall within the forecasted amount for the year. 

Overall, current trends indicate that DMA will finish the state fiscal year within budget. 

($ millions) 

Total Requirements 

Receipts 

SFV2018A 
VTD 

$ 54.6 $ 
37.1 

State Appropriations $ 17.6 $ 

A= Actuals 

F = Forecast 

B = Authorized Budget 

52.7 $ 
35.2 

17.6 $ 

90.4 

60.3 

30.1 

$ 

Medicaid Program -

SFV2018 Ex enditures 

7,692.7 

5,529.7 

t, • . 
# ill"'~ ~· • • ·- •• 

t;iSfY2Q18F _ 

Annual. · 

$ 14,542.0 

10,874.0 

SFY2018B 
Annual 

$ 14,382.2 

10,682.5 

$ 2,162.9 $ 3,668.0 $ 3,699.7 
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Recent Transformation Milestones 
Medicaid Publications 
• August2017 

- Proposed Program Design 

• November 2017 
- Amended 1115 Waiver Application 

- Tailored Plans 

- Supplemental Payments 

- Managed Care Operational and Actuarial 
RFls 

• February 2018 
- Network Adequacy 

• March 2018 
- Enrollment Broker RFP 

- Benefits & Clinical Coverage Policies 

- Beneficiaries in Medicaid Managed Care 

- Care Management & Advanced Medical Home 

Upcoming Concept Papers 

• Quality 

• Credentialing 

• PHP Licensure 

• Other topics under 
development 



u 

Operational Progress Summary 

"As-ls" State Current fee-for-service model 

Business Requirements Based on program requirements & operational considerations 

Identified gaps are organized to support process change management, 
GAP Assessment technology & workforce design 

Impact Analysis Impact of transformation on workforce and technology 

Technology 
Implementation Plan Based on technology strategy - roadmap, timelines and milestones 

Technology Strategy Based on identification of technology initiatives and approach 

"To-Be" State Based on program requirements & impacts on DMA of managed care 
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CMS Progress -Amended 1115 Waiver 

• Negotiations regarding program components and budget 
neutrality continue 
- Recent calls: 2/28, 3/2, 3/8 

• Secretary Cohen met March 12 with CMS Administrator 
Verma to discuss waiver status 

• Next step is to draft Special Terms and Conditions (STCs) 

• Most recent budget neutrality model from CMS is improved 
from past model but continues to be negotiated to mitigate 
potential risk to State 
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Plan to Implement Coverage for 
Home Visits for Pregnant Women and 
Families with Young Children 

Dave Richard 
Department of Health and Human Services 
March 13, 2018 
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Session Law2017-57, Section 11H.14.(b) 

Requirements: 

• Develop a plan or pilot program to provide Medicaid and 
NC Health Choice coverage for home visiting by July 1, 
2018 

• Plan delivered to NC General Assembly on January 24, 2018 

• Focus: Evidence-based Home Visiting Models 

• Provide an analysis of the fiscal impacts of "enhanced" 
Medicaid coverage for home visits. 

• Establish timeline for plan implementation & any 
requirements for State Plan Amendments or Waivers 

• Targeted timeframe: July 2018 - June 2019 



Coverage Pilot Description 

• Strong collaboration with DHHS Divisions of Medical 
Assistance, Public Health, Child Development & Early 
Education, Social Services and community partners 

• Target population: Pregnant women and families with 
young children in two proposed counties 

• Medicaid Coverage Method: Procedure Code 99600 
(unlisted home visit service or procedure) 

• $83. 72 per home visit 

• Eligible providers: Participating local health 
departments 

• Funded with State dollars 
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Pilot Comparisons 
Diagram 1: Pilot Comparisons 

CLEVELAND COUNTY 
All FLRST PREGNANCIES 

PMH& 
OBCM 

PEDIATRICS 
&CC4C 

FAMILY 
PARTNERSHIP 

'TBD' COUNTY PILOT 
HIGHEST RISK PREGNANCIES 

PMH& 
OBCM 

PEDIATRICS 
&CC4C 

ENHANCED 
HOME 
VISliS 

Cleveland County PIiot: Will implement Medicaid coverage for the nurse visits of the 
Nurse Family Partnership model for all first-time mothers and their infants. 

'TBD' County PIiot: Will implement coverage for home visits for all pregnant women at 
high risk and their infants, as an enhancement to existing OBCM and CC4C services. 



Fiscal Estimates 

Summary Cleveland County 'TBD' County 
Nurse Family Hybrid Model-

Partnership Model Enhanced Visits 
Analysis 

Illustrative Number of First Pregnancies per Year: 100 

Illustrative Number of Hi~h Risk Pre~nancies per Year: 1.00 

Fee for Service: 

CPT Code 99600 - Unlisted Home Visit Service or 
Procedure (Cost/Visit): $83.72 $83.72 

Total Number of Additional Home Visits per Pregnancy 
(1 Year Pilot) 30 11 

Total Cost per Pre~nancv $2,511.60 $920.92 

State Dollar Fiscal Impact {1 Year Pilot) $251,160.00 $92,092.00 
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High Level Project Milestones 

II MAR .11 APRIL 

, , - ' . N to.. 
JUNE !' 

JULY . ·- - "· ..i"':.0-
June FEB MAY ., 

2018 ' .. 
2019 I I ll I I " w 

l I I I I ,-

I j Finalize PIiot Plan ,, One Year Home Visit Pilot Projecj 
&System 
MGdifications _,. 

. 
Prepare 
Statt..Up 

I 
Training & ~~ 
Operational / 
Specifications 

Implementation 'and Monitoring the Project 

Prepare Close Ou 
& Summary I 
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Candace Slate (Rep. Nelson Dollar) 

From: 
,, -,\Sent: 

'To: 
Subject: 

Attachments: 

TO: 
FROM: 

' SUBJECT: 

Janet Black (Senate 1A Director) 
Tuesday, March 27, 2018 11 :57 AM 

Janet Black (Senate 1A Director) 
< NCGA> Joint Legislative Oversight Committee on Medicaid and NC Health Choice 
Meeting Notice for Tuesday, April 10, 2018 at 1 :00 PM 

Add Meeting to Calendar_LINC_.ics 

NORTH CAROLINA GENERAL ASSEMBLY 
Raleigh, North Carolina 27601 

March 27, 2018 

MEMORANDUM 

Members, Joint Legislative Oversight Committee on Medicaid and NC Health Choice 
Rep. Donny Lambeth, Co-Chair 
Rep. Nelson Dollar, Co-Chair 
Sen. Ralph Hise, Co-Chair 

Meeting Notice 

The Joint Legislative Oversight Committee on Medicaid and NC Health Choice will meet at the following 

time: 

DAY 
Tuesday 

DATE 
April 10, 2018 

TIME 
1:00 PM 

LOCATION 
643 LOB 

Parking for non-legislative meeting attendees is available in the visitor parking deck #75 located on Salisbury 
Street across from the Legislative Office Building. Parking is also available in the parking lot across Jones 
Street from the State Library/ Archives. You can view a map of downtown by visiting 
http://www.ncleg.net/graphics/downtownmap.pdf. 

If you are unable to attend or have any questions concerning this meeting, please contact Janet Black at 
janetb@ncleg.net. 

cc: Committee Record X 
Interested Parties X 





JOINT LEGISLATIVE OVERSIGHT COMMITTEE 
ON MEDICAID AND NC HEALTH CHOICE 

April 10, 2018 I :00 p.m. 
Legislative omce Building - Room 643 

Committee Co-Chairs 
Rep. Nelson Dollar 
Rep. Donny Lambelh 

I. 

II. 

Welcome & Opening Remarks 

Remarks from Department of Health and 
Human Seniccs (DHHS) Secretary 

Sen. Ralph Hise Ill. Overview of Medicaid Dashboards 

Legislative Members 
Rep. William D, Brisson 
Rep . .Josh Dobson 
Rep. Verla Tnsko 
Rep. Bert Jones 
Rep. Greg F. Murphy, MD JV. 
Sen. Dan !3ishop 

Medicaid and NC Health Choice Enrollment 

Sen. Valerie P. Foushee 
Sen. Joyce Kmwiec 
Sen. Louis Pate 
Sen. Gladys A. Robinson 
Sen. Tommy Tucker 

AdvL~on• Members 
Rep. Beverly M. Earle 
Rep. Chris Malone 
Rep. Rodney W. Moore 
Sen. Angela R. Bryant 

v. 

VI. 

Medicaid and NC Health Choice Financial 
Update 

1115 Waiver Upd;1te and Work Plan for 
Medicaid Transformation 

VII. Efficacy of the Program for All-Inclusive 
Care for the Elderly (PACE) Study- Section 
l IH.25 ofS.L. 2017-57 

VIII. Plan to Implement Annual Audits of County 
Departments of Social Services for 
Compliance with Medicaid Eligibility 
Determination Accuracy Standards - Section 
11H.22(e) ofS.L. 2017-57 

IX. Presentation of Committee Report 

Adjourn 

Senator Ralph Hise 
Presiding Co-Chair 

Mandy Cohen, Secretary, Department of 
Health and Human Services (DHHS) 

Steve Owen, Committee Staff, Fiscal 
Research Division, NCGA 

Mark Collins, Committee Staff, Fiscal 
Research Division, NCGA 

Dave Richard, Deputy Secretary for 
Medical Assistance, DHHS 

Michael Bccketts, Assistant Secretary for 
Human Services, DHHS 

Dave Richard, Deputy Secretary for 
Medical Assistance, DHHS 

Roger Barnes, Chief Financial Officer, 
Division of Medical Assistance, DHHS 

Mandy Cohen, Secretary, DHHS 

Dave Richard, Deputy Secretary for 
Medical Assistance, DHHS 

Jay Ludlam, Assistant Secretary for 
Medicaid Transformation, DHHS 

Dave Richard, Deputy Secretary for 
Medical Assistance, DHHS 

Michael Becketts, Assistant Secretary for 
Human Services, DHI IS 

Jennifer Hillman, Committee Staff, 
Legislative Analysis Division, NCGA 
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JOINT LEGISLATIVE OVERSIGHT COMMITTEE ON MEDICAID AND NC HEALTH CHOICE 
April 10, 2018 

Room 643 

The Joint Legislative Oversight Committee on Medicaid and NC Health Choice met on Tuesday, April 
10, 2018, at 1:00 P.M. The meeting was held in Room 643. Senate members present were Dan Bishop; 
Joyce Krawiec; Louis Pate; and Tommy Tucker. House of Representatives members present were Josh 
Dobson; Nelson Dollar, Co-Chair; Verla Insko; Gregory Murphy, M.D.; and Donny Lambeth, Co-Chair. 
House of Representatives Advisory member Rodney Moore was present. 

Legislative Services staff attending the meeting included Jennifer Hi11man and Theresa Matula from 
Legislative Analysis Division; Steve Owen, Deborah Landry, and Mark Collins from Fiscal Research 
Division; and Amy Jo Johnson from Bill Drafting-Division. Committee Assistants in attendance were 
Susan Fanning, Candace Slate, and Pan Briles. 

Serving as Sergeants-at-Arms were John Enloe and Teny Barnhardt for the Senate; and Bill Bass, David 
Leighton, and Jim Moran for the House. See Attachment I -Visitor Registration Sheet. 

Welcome & Opening Remarks 

Rep. Lambeth, Co-Chair, presided. He welcomed everyone and then recognized Mandy Cohen, Secretary, 
Department of Health and Human Services to present agenda item II. Remarks from Department of 
Health and Human Services (DHIIS) Secretary. See Attachment 2- DIIllS Updates. 

Rep. Dollar: Is the Department saving back an amount of money from last year's budget, or is the 
anticipation that you're going to save back some money this year? Is that in any way going to impact any 
of the other programs, whether some of the past GME language that we have talked about in tenns of 
being able to have funds sufficient to work on some of those issues or any of the behavioral health issues? 
Is this is going to have an impact on any other program moving forward? 

Sec. Cohen: Thank you, Chainnan Dollar, for the question. No, it won't have any impact. It was in last 
year's budget that we're carrying some of that funding forward, to be able to respond if there are any 
federal audit issues that do come up, but we do not see that impacting any of our other programs. 

Rep. Dollar: The issue of !icensure has yet to be resolved at this point. In terms of the PHP licensure, 
where are you with the Department ofhlsurance on that? Will PHP licensure be required prior to an entity 
bidding? ls there any entity currently operating in the state, under an HMO or other license, that would 
not be required to have that Pl---fil licensure the same as any other bidder coming into the state? 

Sec. Cohen: On licensure we've been working very collaboratively with the Department of Insurance. 
Our teams just had a big meeting in the last week and are finalizing details on how to put out a joint paper 
related to licensure before the short session starts. We know there is some additional legislative work that 
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needs to done in the short session, some around licensure. Those details are still being finalized, but I can 
say that plans are not going to need to be licensed in order submit the application to bid on the PHP 
contract, but they will need to be licensed before we go live. You'll see in the papers as we work through 
details that they have to be licensed before we award the contract. I think those are the details we are 
working through in terms of timing and workload for the DOI and our team. 

Rep. Dollar: Could you win a bid and not yet be licensed, or you can only win a bid if you have a license 
at the time the winners are announced? 

Sec. Cohen: We wanted to make sure everyone knew that they did not have to be licensed in time to 
respond to the RFP, but we do feel like we have the time we need to make sure we get through all of the 
work necessary for DOI to do their work and for us to do our work on the Department side. Those are the 
details we are still working through with DOI in terms of timing, but I'll look to my team if there's 
anything else. 

Rep. Dollar: If someone has an f™-O license, for example, is there any other I icensure in the state 
currently that you are going to qualify as being a PHP? 

Sec. Cohen: We want to make sure that folks have the capability to take on the risk of being an insurance 
company in the state and those are the details we are working through with the Department of Insurance 
and our goal is to have that paper out well ahead of the short session so you'll know exactly what types of 
legislative changes might be needed. 

Rep. Dollar: It's a pretty big deal if we 're saying someone doesn't have to have a PHP license, but can be 
licensed currently as an HMO in the state and be allowed to successfully bid, as opposed to having to go 
through the same standard plan. That is something I'd like to have answered sooner rather than later. 

Rep. Lambeth then recognized Steve Owen and Mark Collins, Committee Staff, Fiscal Research Division, 
NCGA, who presented agenda item ill. Overview of Medicaid Dashboards and answered questions 
from Committee members. See Attachment 3 - Dash boards. 

Rep. Dollar: If I'm reading this chart correctly with the overall Medicaid spend, we are $206 million, 
federal and state, under budget? 

Steve Owens, That is correct. 

Rep. Dollar: As l understand it, $79 million of that you account for in terms of lower than expected 
population in terms of enrollees. 

Steve Owens: That is correGt. 

2 
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Rep. Dollar: So that leaves that $127 million, federal and state money, in the final bullet point-variation 
in the frequency, dm-ation, intensity of the services. So utilization and actual pricing, is that correct? 

Steve Owen: That is correct. 

Rep. Dollar: This is really a tremendous job by the provider community. We are in a fee-foMervice 
system and I know we are moving to managed care for the major medical, but they're going to have a 
four or five year history or more of great management that they're going to have to live up to and we will 
see if they can perform at these same levels. In the behavioral area, again, we are operating under budget 
and that was significantly so, a far cry from what it used to be. Thank you very much. 

Rep. Lambeth: Representative Dobson. 

Rep. Dobson: Chainnan Dollar covered it. 

Rep. Murphy: With budget surpluses for the last four to five years under fee-for-service, it begs the 
question why we're moving to managed care, but that's a discussion that happened a few years ago. 
Anyway, Steve, could you define for me the criteria for people to have the family planning? That seems 
to be .the one that went up the most, and what has happened with the cost of those individuals? Also, what 
benefits are provided to them in that specific category? 

Steve Owen: I'll answer as much as 1 can, and defer to the Depaitment if they want to add to it. Basically, 
my understanding is that anyone having an income below 185% of the federal poverty level is eligible for 
family planning. It is a limited set of services. This year, we're spending about $4.50 per month. If you go 
back to 2014 or 2015 it was about $14 to $15 per person. It's not that we are providing less services, it's 
just that you have smaller proportion of the enrolled population using services. As people get put into 
family planning because there's nothing else they're eligible for, they really don't come for family 
planning to start with, they come for Medicaid eligibility. They get thrown into that category and they 
really have no intention of using those services. Does the Department wants to add in tenns of what 
services are covered? 

Rep. Lambeth: Did that answer your question? 

Rep. Murphy: No, actually it didn't. I would be happy to listen to the Department. 

Dave Richard: I would ask Sandy Terrell to respond, she's our head of Clinical Operations. 

Sandy Terrell: Those that come for Medicaid eligibility but don't meet eligibility are then automatically 
put into the family planning eligibility bucket, as Steve did mention. Many of those services are not 
covered, but are obviously focused on family planning and then any kind of preventative care such as 
HIV screening, etc. It's a very small array of services that are provided, but again, for those who do not 
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meet Medicaid eligibility, family planning is offered to them. They're put in that eligibility, but utilization 
is very low. 

Rep. Murphy: 1 guess the tenn "family planning" is the part that I don't quite understand because as it 
was pointed out in this committee last year, over the 50 percentile part were infants born in the state; 52% 
are now Medicaid. If we're family planning and we are hying to help people plan families rather than a 
bunch of unexpected pregnancies, why are we using the term "family planning" if that's not really what 
we are doing? 

Sandy Terrell: Sandy Terrell, Division of Medical Assistance. I certainly understand the misnomer; 
"family planning" is a federal label. Those that are increasing our rates, to your earlier comment, are those 
that are on Medicaid. So it is a distinction, from a service array, that the expenditures and then statistic 
that you mentioned is from our Medicaid population and not for those not meeting eligibility, but that fall 
into the family planning eligibility. 

Steve Owen: If l could add one bit of information, there are a couple of things about family planning. 
Actually, the Medicaid birthrate has declined as a percentage of enrollment over the last three years, 
compared to the North Carolina non-Medicaid birthrate, which has risen. The other thing we saw was that 
the proportion of people having births, previously in family planning, is rising, and the length of time 
between the last birth and the current birth is ex.tending. I can get you that detail from last month if that 
would help. 

Rep. Lambeth: Was that helpful? 

Rep. Murphy: Yes sir. 

Rep. Lambeth: Representative Dollar. 

Rep. Dollar; We know that the FMAP percentage is going to decrease; I assume that will begin October 
1 or with the beginning of the next federal fiscal year. If the current budgetary trends hold for us until the 
end of our year, to what degree will those savings be calculated in or accrued to our advantage or lessen 
the amount that we may need ·next year in terms of rebase? I'm assuming the rebase, looking forward to 
next year is going to include the decrease of the reimbursement percentage we're getting from the federal 
government. Will the figure somewhere in the range of $250 million that will be required budget-wise, I 
was looking at a month or two ago, offset this sum, or to what degree will that be lessened if at all, if we 
stay on track with our current budget? 

Rep. Lambeth: Mr. Owen. 

Steve Owen: Again, I' II start the answer and let the Department pick it up. l believe that the overall 
impact of the reduced federal match is about $40 million a year. The rebase will consider not only that, 
it'll consider the fact that we have 46,000 less people, as well as the information we were l.ooking at 
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previously about utilization. I know that the Department is forecasting the surplus this year. To what 
extent that carries forward to next year and offsets that, we'll have to let them respond to that. 

Rep. Dollar: I know you're all working on the Governor's budget, or I'm sure :Mr. Perusse is working on 
the budget now. What figure did you give him for rebase for next year? 

Dave Richard: l don't think I can give the ex.act number on the rebase; 1 think we have to work through 
the process with the budget itself. But, I think you're absolutely accurate to assume that because we are 
running under budget this fiscal year, as we carry forward those trends, we' II continue in terms of what 
we will need for additional money for rebase. The $40 million for the FMAP will be included in the 
re base obviously, and you know there are other program changes that happen throughout the year that we 
have to adjust for. As we work through this process relatively soon, fiscal research will have our rebase 
number, but I don't think I can tell you that at this point. 

Rep. Dollar: Is it in the neighborhood of quarter of a billion dollars, less than that, significantly less than 
that? I'm trying to find out if that number's in the ballpark, or is it going to be significantly less than that? 

Dave Richard: I think if a quarter of.a billion dollars is what you're planning for J think you can feel 
comf01table that you won't have to plan for that, how's that? 

Rep. Lambeth: No other questions, thank you all for sharing a lot of infonnation with the Committee. 

Rep. Lambeth then recognized Dave Richard, Deputy Secretary for Medical Assistance, DHHS, to 
present agenda item IV. Medicaid and NC Health Choice Enrollment. Dave Richard presented agenda 
item IV. See Attachment 4 - Medicaid and NC Health Choice Enrollment. There were no questions 
from Committee members. 

For agenda item V. Medicaid and NC Health Choice Financial Update, Rep. Lambeth recognized and 
Roger Barnes, Chief Financial Officer, Division of Medical Assistance, presented the update. See 
Attachment 5- Medicaid and NC Health Choice Financial Update. There were no questions from 
Committee members. 

Rep. Lambeth recognized Jay Ludlam for presentation of agenda item VI. 1115 Waiver Update and 
Work Plan for Medicaid Transformation. See Attachment 6 - Medicaid Transformation. Jay 
Ludlam, Assistant Secretary for Medicaid Transfonnation, DHHS, presented agenda item VI. 

Rep. Lambeth: Dr. Murphy. 

Rep. Murphy: One of the banes of our existence now in medicine is clicking buttons and treating the 

electronic chart rather than treating the patient anymore. I'm a little concerned about what 33 quality 

measures have been cooked up. Am I going to have click a box on somebody that comes in with a kidney 
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stone and have to wony about whether their grandmother died from a cancer of the ear? That's extreme, 

but again I get back to the point where it's overload. We're pulling away from patient care and treating 
the chart rather than the patient. I just always want us to be mindful of that. I think you guys have been 
listening, which I am deeply appreciative of. But I'm just interested, of the 33 quality measures, what are 
we talking about? 

Sec. Cohen: We put this out for comment to ask is 33 too many, first of all. What are the things that are 
core to this program? I think the team was very creative in the way they tiered some of the quality 
metrics, so we have six that are really outcome measures and not the checking-box measures, We're 

trying to make sure that we are truly getting the outcomes that we pay for that are going to be our core, 
core measures. Then we had this next, next tier of measures that are still important. We want to make sure 
our folks are getting good care and there's no stinting in care. We look forward to feedback - is 33 the 
right number? And then there are other measures that don't have the validated data measurement yet, but 

are important as we think about the future of Medicaid and so we have other measures we would like to 
collect data on, from insurance companies, to help us understand the needs of our population better. We 
certainly hear your words of caution and look forward to feedback. The physician community has been 
very thoughtful at providing that feedback and we look forward to more of that. 

Rep. Lambeth: Representative Dollar. 

Rep. Dollar: There're lots of questions generated by these white parers and questions generated by 
what's presented. But we're not getting the answers or what's going to be done. My concern is from the 
last meeting- the response was that there wouldn't be follow-up white papers based on the changes, so 
are we not going to know what those are until the RFPs are issued? Can people respond to the answers to 

some of the questions? What's the final going to look like? Are we going to have an opportunity to work 
with that in some way, the General Assembly and the public, before those final things are just in the RFP 
so it's out there and being bid on? We have a lot of questions and issues. I'm not sure we're getting our 
hands on actual answers. 

Sec. Cohen: We've tried to phase in a number of opportunities for folks to give feedback. All these 
opportunities are intended to be as transparent as possible while continuing to do our operational work 
and make sure that we're going to be able to launch the program on time. There is a lot of operational 

work to do. That is why we worked very hard until last summer to get out a high-level concept paper that 
let everyone know where we are going, then drill down on each of those to give even more detail. As 
someone who worked at the federal level and watched what states did across the country, this is a highly 

unusual level of transparency, but I think it is important because we want to get this right and really have 
appreciated the thoughtful feedback of our stakeholders . .lt_is not something that is required of the 

Department and I appreciate the team coming along with me on this journey because it is a ton of work to 
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get these papers out, be responsive to the comments, but we will, in order to meet these deadlines, need 

the next tum of things to be the RFP that we put out. We hear all of the feedback and then we have to step 

back and say all of these things are interrelated; the supplemental payments impact the quality which 

impacts the network adequacy which impacts the care coordination. Then we have to sit back and take a 

look at it across all of those pieces and make the best decisions we can for the state of North Carolina. I 

thank you for empowering me in my role as Secretary and I have a great team doing the work here and we 

look forward to much continued feedback but we do need to move fonvard with the work. 

Rep. Dollar: I appreciate the white papers and the transparency, but the General Assembly usually knows 

what the answers are going to be before a product is actually put out there to be bid on. That's normally 

the operational scenario in North Carolina and it's worked pretty well. We're going to have to get to that 

point one way or another. Can you give us an update of CMS approval of the 1115 Waiver and when do 

you anticipate approval of that waiver amendment? 

Sec. Cohen: As Assistant Secretary Ludlam mentioned, it's been slower than we want. We are still 

waiting for a final budget model from them that helps us understand where our budget neutrality is. They 

keep saying "it will be here by the end of the week" and that's be-en three weeks now. I know how this 

goes. It is at 0MB, which is a good.sign. They have been doing a lot of work in the Medicaid space, as 

you can tell. Over the last number of weeks they've made some policy decisions, so we probably got 

caught up in terms of being behind some of those policy decisions they've been making. I'm hopeful to 

see a budget neutrality model soon; then we'll need to dig into it to make sure it incerporates the things 

we had concerns about. Then we' 11 be able to report back to the Committee on timing. It is our intent to 

keep the pace up here so that we meet operational deadlines. 

Rep. Dollar: Will that budget neutrality model include factoring in savings from programs that have not 

been approved by the General Assembly? 

Sec. Cohen: The budget neutrality model takes a projection of what our program would look like ifthere 

was no waiver. So the budget neutrality is really more dependent on what the program would look like if 

we had no waiver moving forward, and that is really what we are discussing with them, not about the 

things they are approving in the waiver. If you could imagine two sides of a graph, we are trying to 

negotiate on the top level of what the spend in Medicaid would have looked like ifwe did no waiver, if 
we did nothing. So the negotiation is not on the other side. What you're asking for is are we negotiating, 

but ifwe did physical health and behavioral health together, for example, is that part of this? We're not 

even negotiating on it, we are negotiating on what would the program have looked like if there was no 

waiver at all. We are waiting for a response back from CMS on that. 

Rep. Lambeth: Follow up? 
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Rep. Dollar: Interesting answer, not at this time. 

Rep. Lambeth: Sen. Tucker. 

Sen. Tucker: What's the difference between care management and case management? 

Jay Ludlam: Care management is more the whole person approach - looking at the clinical, behavioral 
health a11d physical health, the social determinant. It's working with the individual to ensure they get the 

transportation needed to get them into the appointments. It's the whole continuum of care ensuring that all 
the services are being done to care for the whole person. Case management is more administrative. 

Dave Richard: Sen. Tucker and I have had a long history with case management and care management. 
Case management defined by CMS is often a targeted service through very specific populations, much 
more narrowly focused on how work happens. Care management is thinking about how you manage that 
entire population as a whole versus that very targeted approach. A third term is "care coordination," 

which happens at that higher health plan level, LIVIE/MCO role, when they do care coordination which is 
making sure that people have access to service. The care management then ensures once they have access 
to service that they'1:e getting the quality services they need and all of the accompanying things that relate 
to that. Case management is much more targeted to a very specific population. 

Rep. Lambeth: You want a quick follow-up? 

Sen. Tucker: I heard the secretary mention insurance companies. Back somewhat to Dr. Murphy's 
question, where will you get the data to know that our consumers are receiving quality care? 

Sec. Cohen: lt is actually an enonnous piece of the operational work we are doing. Right now, we know 
about how services are delivered based on claims feed; a provider bills us and we·pay it. In the future 

world of managed care, those claims essentially turn into encounter data. We take in that data, clean it, 
which is a lot harder than it sounds, and do analysis on that data to make sure that folks are getting the 
service in the right location, at the right time, all of that. That is a big lift and we-are bringing in some 

experts to help us do this well because it is a new skill for us at the state, but it is a very important piece of 
work to make sure that we are able to run the program well. 

Rep. Lambeth; Follow-up? 

Sen. Tucker: And then where is this data plugged into the HIE, where's it all plugged into so it's useful 
after it's scrubbed or whitewashed or whatever you use? 

Sec. Cohen: So HIE is clinical data pulled directly from an electronic health record as opposed to an 

encounter. It is a bit lagged and more related to the delivery of service, So there are two different types of 
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data, but the place we want to get to is where we can merge encounter and clinical data so it's actionable 

by a doctor or a nurse or a care manager at the time when a patient needs that care. Encounter is more of 
a11 opportunity to monitor the program. The HIE and clinical data is really to help doctors and nurses take 

care of persons sitting in front of them. And so they do serve different purposes, but I think for the futme 
we are trying to build a strategic road map toward how you put that data together and get both. 

Rep. Lambeth: Let me add a little bit to the quality of the discussion. Many indicators are already 
captured, whether it is for joint commission that accredits hospitals or for other organizations - Medicare, 
for example. In North Carolina, Medicaid does not capture any of those quality indicators, although they 
already exist. So to Dr. Murphy's point, is there added work that is going to be created? I would be 
sw-prised if there's added worked because many of these quality metrics or indicators are already part of 

the electronic medical records because of another entity, i.e., they have to capture it for joint commission 
to report to joint commission. Medicare requires certain information to get paid for Medicare or they're 
penalized. Thirty-three strikes me as a little on the high side, but not terribly surprising that that's what 
you all have looked at. But many of these metrics are not new; they already exist, we ju st don't capture 
them in the North Carolina Medicaid world and part of the process is to be able to compare and capture 

) that going fon-vard when we have a new refonn plan. Rep. Dollar. 

Rep. Dollar: Ifl'm understanding the slide, the PHPs will be able to essentially design their own benefit 

plans. In what way? To what extent would they be designing their own benefit plans? 

Jay Ludlam: The health plans are required to cover the Medicaid benefit package; there's no change to 
that. They are going to be required to meet the same thresholds, benefit limitations, prior authorization 

requirements. The practical difference is we wm use a clinical policy organization like Milliman or 
lnterQual® that when a doctor seeks an authorization for a service there is evidence or certain conditions 
the doctor wil 1 have to document for the health plan to approve it. ln the past, the Department would've 
established that criteria. Now the health plans will utilize InterQual® or Milliman and the-providers will 

meet that policy definition and then get the authorization. So it's not like a wild west, there are evidence­

based structures around this. 

Rep. Dollar: Mme. Secretary, the anticipation was that the 1115 would be approved by now. That was 

amended in November, and we're awaiting approval and it was anticipated it was going to come soon, but 
it hasn't. The General Assembly is going to come in May and hopefully leave at the end of June or not 
long after that, and most members in here would probably appreciate that. What happens if we don't get 

approval on the 1115 amendment? I know that nonnally on such a thing they tell you go back and work 
again. Would a 1915 waiver be something that the state could drop back and take a look at? That's a 
manage care waiver regimen. Obviously it's not the same as an 1115, but would a 1915 or some other 
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pursuit be something the state should consider or at least given some thought to if the 1115 is not going to 
be approved? 

Sec. Cohen: I'm not at all concerned that our 1115 won't be approved. It's a timing issue, so we're not 
concerned about the substantive issues that you would be taking up in the short session. So the things that 
we've been talking about that need legislative change related to licensure and supplemental payments, 

again those are not even in the waiver. I did not request any supplemental payment pools because we 
know we can't have them; it's not as if CMS needs to say yea or nay. There are no supplemental pools. 
We have to change the way in which we pay hospitals to move forward and to manage care. Same thing 

with licensure - they assumed that the DOI again has the authority to regulate licensure, and that that is a 
state function. They would just say you need to be licensed and want to see that as we work through our 
operational protocol, but that's not something that would hold up an 1115 approval. Nearly every state is 
moving toward behavioral and physical health integration. CMS is encouraging that. That is not an 
outstanding issue for them in terms of concern. 

Rep. Dollar: Mme. Secretary, so am I understanding you correctly that the short session requires no 

action whatsoever on behalf of the General Assembly in order to move forward on the 1115? 

Sec. Cohen; I think you heard me right. We have some work to do in the short session to make sure we 
can turn on managed care from an operational perspective around licensing, about how we pay hospitals. I 

don't want to make an exhaustive list because we will be sure that we are sharing with you all the 
provisions that are necessary to make managed care run and work appropriately, but J don't think it 
intersects with our ability to finalize and get an 1115 approval. 

Rep. Dollar: So you 're saying the 1115 would be approved even though there were elements in there that 

may not be acted on by the General Assembly or not likely to be acted on by the General Assembly? 

Sec. Cohen: When we get CMS approval for expenditure authority, what they arc basically saying is if 
you come to us in the future with state share and state authority, we'll let you do that. They are somewhat 
agnostic as whether or not there is state authority or even state share available at the moment because we 
know we don't have out•year budgets, so that is not a factor that goes into negotiations with CMS. For 

CMS, they want to capture what our spend would look like if there was no waiver and defining the 
parameters if we come back to CMS with the state share in hand, which obviously you all need to 

appropriate and we all work through, and with the authority, would they allow that expenditure authority 
and flexibility? Those are the details we are working through, so issues of state authority are not really 
ones that are top of mind to CMS. Obviously, they are trying to prioritize things to work through the 

waiver as quickly as possible, and get things started. We don't see that overlap in what we're doing in the 
1115 negotiations and what we think needs to happen in the short session. 
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Rep. Dollar: So you're saying that the 1115 could be approved but you may not be able to move forward 

unless the General Assembly acts on other issues? 

Sec. Cohen: That's right. 

Rep. Dollar: And you 're going to give us a I ist of those issues, is that correct? 

Sec. Cohen: C01Tect. 

Rep. Dollar: Sooner rather than later, that would be great. 

Sec. Cohen: Very soon. 

David Richard presented agenda item VII. Efficacy of the Program for All-Inclusive Care for the 

Elderly (PACE) Study and answered questions from Committee members. See Attachment 7 -

Efficacy of the Program for All-Inclusive Care for the Elderly (PACE) Study. 

Rep. Lambeth: I recall a few years ago there was a big budget issue regarding the PACE program, how 

) did all that settle out? From the numbers I'm seeing earlier, it looks like ifs well within their budget. 

Dave Richard: Yes, Mr. Chainnan. There was an issue where we had under-anticipated the amount of 

money it would cost for the PACE program and there was some growth that happened in there. We've 

been stable within the budget program and able to be very predictable for that, and so I think we're 

running about $70 million for the total cost of the program right now and feel good with that. 

Rep. Dollar: Who does the assessment in tenns of determining the individual's eligibility for PACE and 

is there any anticipation in changes reconunended for the future in how that assessment process works? 

Dave Richard: The PACE programs themselves do the assessments and we have no recommendations 

for changes in that at this time. 

Rep. Dollar: So you're satisfied they're being done appropriately? 

Dave Richard: Yes sir. 

Rep. Dollar: At one time the thought was that PACE was a diversion for skilled nursing. Most of the 

skilled nursing in this state is pretty high acuity. It's probably more a diversion from other less acute 

assisted living or other living options. Is that the way the program operates in Nmth Carolina in terms of 

the acuity level of the people in the PACE program? 
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Dave Richard: It clearly is still intended as a diversion from a nursing home and your point's well taken 
about the high acuity level. The PACE program allows for individuals to stay much longer in their homes, 
regardless of what an out-of-home home placement would look like. Because the PACE program itself, in 

the capitated model, is required to pay for those other services if they wind up going there. So yes, it is a 
diversion from adult care homes; it's also a diversion from nursing homes. There's a technical issue about 
that though. Because of the level of care at the adult care home, the PACE program itself is not 

technically designed to offset that. But it does allow for people to stay in communities much longer and I 
think that's what we're trying to achieve. 

Rep. Dollar: Is the recommendation from the Department, as we move forward with the reform, to 
expand the PACE program and the support for it? 

Dave Richard: Rep. Dollar, our recommendations are two-fold. There are things that we can do currently 

with available resources that we are working with the PACE organizations to make happen. I think that 
we've said PACE is a valuable program; it does do its job for those individuals. The decision is one the 
General Assembly will have to make in terms of the resources you would like to put into additional 
PACE sites. We .certainly would not object to.additional sites, but as it's a very small program at this 

point and is not statewide, it doesn't take on the magnitude that our managed care design is contemplating 
for managed care programs. No objection to the General Assembly wanting to expand size, but I think we 
left that up to you. 

Rep. Dollar: Would it be the Department's judgment, if it was significantly expanded at some point or 
over a period oftime, to be a net savings to the Medicaid program, taking into account where we're 
heading in tenns of Medicaid transformation and the like? 

Dave Richard: Rep. Dollar, in the way that we calculate the PACE program it clearly shows a savings 
against what a nursing home cost would be long-tenn for an individual. I think the question, as always, is 

how many people would end up in a nursing home? So in terms of giving you a net savings, if you put 
into the program $5 million would that give you a $5 million offset somewhere else? I don't think any of 
us comfortably could tell you that would happen during the fiscal year that you're doing that, or even in 

the coming fiscal years, because it's really a long-term offset. Thar's always been difficult to look at 
because if you expend the money in the PACE program it's not going to reduce your cost of nursing 
home costs anytime soon, because it's really a longer term view that you're taking. 

Rep. Dollar: But if it didn't particularly offset most of the acuity levels that we have in skilled nursing, 
would it potentially offset it in terms of other costs, other care settings that the individual might be in, 
including just being in their home? 
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Dave Richard: Rep. Dollar I wouldn't feel comfortable answering that yet, but we can certainly get back 

to you. But, the key things I would like you take away from it is that we believe the PACE program works 

for individuals that are in PACE programs, and it is a quality program that makes a difference in lives and 

keeps people in their homes longer. Being able to give a dollar for dollar match, in terms of what you 

would be ab le to do if you expanded PA CE and made reductions everywhere else, I don't think we' re 

comfortable in giving you a number to do that. 

Rep. Dollar: I wasn't necessarily asking for dollar for dollar. I mean there's quality of life as well and 

health outcomes and those kinds of things. So I wasn't necessarily looking for dollar for do Har, but I'm 

just talking about longer tenn impact. Thank you. 

Dave Richard: Mr. Chairman, ifl might add a reminder- this is a Medicaid and Medicare program so 

there is a blend of funding. So the return on investment for the state may no1. be as great as it might be for 

the federal government. 

Rep. Dollar: But of course for the taxpayers it's federal and state. 

Dave Richard presented Agenda item VIII. Plan to Implement Annual Audits of County Departments 
of Social Services for Compliance with Medicaid Eligibility Determination Accuracy Standards and 

answered questions of Committee members, following remarks from State Auditor Beth Wood. See 

Attachment 8 - Audit of County Medicaid Eligibility Determinations. 

Rep. Lambeth then recognized State Auditor Beth Wood and her staff. 

Auditor Wood: Thank you, Mr. Chairman.lam seeing a level of commi1ment at DHHS, since I've been 

state auditor, I've never seen before. I do lay out a couple of issues in my certification, one of them being 

that the training that was provided for eligibility determination on the new system for the counties was 

practically nothing. It's a very complicated system, so whatever plan we move forward with, one of the 

first things that has to happen is very detailed training on eligibility determination under NC FAST. In 

talking with and working with DHHS they are committed to that. The other piece of it is, we are 

reviewing their sample size determination. I haven't seen the underlying criteria that gets me to 200 items 

per county, but I am working with them and their stats person to be comfortable that 200 is adequate. The 

other piece - l think they have, for the first time since I've been state auditor, realized that some of the 

QA fw1ctions that they were doing were inadequate and they appear to have their arms around what was 

wrong with it. CMS provides some help, but it's always been inadequate. Everything is pointed in 

absolutely the right direction. The biggest piece is that this administration has taken responsibility for 

eligibility determination at the county level. So I'm feeling really good about where they're headed with 

this process and this new plan. 
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Rep. Lambeth: Thank you for those comments, now we will go to Sen. Tucker. 

Sen. Tucker: Deputy Sec. Richard, what happened to those nine positions that were approved in the 

budget two cycles ago to go around to all one hundred counties and review the culture, the systems, and 

the overall audit? We funded about $700,000 and I received one repo1t of about 32 counties. Wayne 

Black and Sherry Bradsher were here, and l received one report and haven't received one again. Where 

did those nine positions go? What are they doing and why can't they be used in some of the features 
required with the audit? 

Dave Richard: Sen. Tucker, I'm going to have to get back to you with the exact details on what those 

positions are. I think as they were appropriated they were established inside the Division of Social 

Services, so we will make sure we connect and give you exact detail on where there at. I apologize for not 
having that. 

Sen. Tucker: Well I've received no report in two or three years, I mean it just got absorbed in your 

16,000 employees and you 're asking for 19 and they're nine. You had trouble filling them but you did fill 

them with retired HHS workers or DSS workers to go around to check that. We're still funding those and 
we don't know what they're doing would be my question. 

Dave Richard: Sen. Tucker I would say that we know what they're doing, I would say that I don't know 

at this point what they're doing. I want to get back to you on that, it's an appropriate point to make and 
we will do so. 

Sen. Tucker: I heard Auditor Wood speak about training on a system, a data system for Medicaid 

eligibility, could you share with me what system that is again, please? 

Dave Richard: Sen. Tucker that would be NC FAST. 

Sen. Tucker: fsn't that the same system that we've been waiting on Child Protective Services for as weJI? 

Dave Richard: Sen. Tucker, I suspect it is. Yes, sir. 

Sen. Tucker: Since we're talking about eligibility and we're talking about funding, and you know I'm 

leaving here sooner rather than later, my guestion to you is on group home funding. We have done bridge 

funding for those folks time and time again since I've been here. I think we have funding for them in the 

short session, right? What has the Department done? Where are we on that issue? I don't want to see the 

paper come out and say that the General Assembly, like it did before, didn't fund .it and we're going to be 

putting people on the streets. Are we going to do a study, or do we know what the answer is? This has 

been an ongoing issue and if we're talking about audits and those kinds of things, what are we doing for 
group homes? That's off the subject but real. 
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Dave Richard: I'm well aware of the conversation on the group homes. We've had several meetings with 

many of the constituents to talk about if potential options exist and the difficulty, from the Medicaid 
perspective, is that Medicaid itself can't pay for that housing so that we have to have state funds that 

allow us to do that work. I know you and others were so generous in appropriating funds for that. We 
continue to work with constituents to identify any other possible options. At the end of the day we're 
going to have to detennine how much the General Assembly is willing to put in in terms of state funds, 
and how we connect that with the support services through the Medicaid program for those individuals. I 

wish I could tell you Medicaid could fund that directly and housing would be an appropriate thing 

Medicaid could do. 

Sen. Tucker: Is some of the funding for the group homes coming from the single stream funding we used 

to do for the LME/MCOs? 

Dave Richard: Yes sir. 

Sen. Tucker: Mr. Chair, we get into this fire drill when we run out of money. These folks are not going 

away, they need some certainty in funding. I think this committee or one of the chairs needs to dire.ct 
somebody to come up with a solution and some finality so there's some permanency in the .budget 
structure to be able to fund these group homes. We've got them shutting down; some are closing. They 
haven't had any raises in a long time and it gets pretty hairy when they start putting people out on tbe 

street. I just bring that up since I got the higher-ups here to address that as well. Thank you. 

Rep. Lambeth: Thank you Sen. Tucker. Senator Krawiec. 

Senator Krawiec: Thank you, Mr. Chainnm1. Mr. Richard, thank you for the information. You 
mentioned Auditor Wood's audit that we had previously and the great job that Wilkes County had been 
doing, but, if I remember correctly, there was one county that had a 50 percent error rate. I think it was 
Guilford. Has that been reevaluated? Is Guilford County perfonning better now? Did you look at what 

was going on there m1d why that was occurring? 

Dave Richard: I think it was 28 percent, but I could be wrong. We looked at Guilford, also other counties 

in tenns of that, and we found, as Auditor Wood mentioned, that the training we were providing was not 
up to par. Also, inside ofreviewing the process, there was another report that came out that required a 
certification process that we've submitted to you in terms of helping workers that do Medicaid eligibility 

meet that certification requirement that we'll be instituting with our partners at DSS and overseeing. 
Every county is different in how they do that work. Additional kinds of effort are needed to help those 
staff get there. If we create a certification process where people have to meet training standards then we 

should be able to get the workers across the state there. And I will also add that we are working closely 
with the county commissioners association along with the association of DSS directors to make sure that 
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we implement this in an appropriate way. But you were correct, there was one cowity that was an outlier 
in that. 

Rep. Lambeth: Auditor Wood. 

Auditor Wood: I would like to answer the senator's question also. One of the things we looked in ow· 

report was how many applications and renewals that each case worker did per year. We looked at 
Mecklenburg County, which is the largest, and they were processing something like 384 applications and 
re-certifications per year, per case worker. Wake County had about a 5% error rate and they were 

processing about 584. Guilford County had the highest error rate, it was in the low 20s, and that was the 
error rate where there were people that were eligible that should not have been, or they were rejected and 
they should've been in the program. It was around 50% when you add in the technical errors, where even 
when you corrected the errors they were still eligible. But they were processing over 800 applications per 

case worker, per year. One of our recommendations is that there should be some criteria or something put 
out there to say working at a normal pace you should be, on average, handling this many applications or 
reviewing and renewing or certifying this many applications per year. But I thought it interesting that of 
the top three counties, Guilford had the highest error rate and was processing over 800 applications. So if 
you're pushing them through too fast or you're not doing them appropriately, that's how you can push 

that many through so fast. So 1.hat may be some indication of why their error rate was so high, but again, 
our recommendation is that some criteria be put out there for approximately, on average, how many 
applications and renewals should a case worker be able to do in the course of a year. 

Rep. Lambeth: Rep. Dollar. 

Rep. Dollar: Thank you, Mr. Chairman. Do you have some proposals or do we need to come up with 
some proposals here in the General Assembly to do a better job of asset verification to make sure that 
people who are on the program are actually qualifying for the program? 

Dave Richard: Rep. Dollar, thank you. Our system now is able to do a better job of that so we have been 
making improvements in our system to do that asset verification, and obviously we want to do that work 

on the front end so that we're not missing those things. That's part of the reason an automated system is 
where we want to be, along with making sure the workers are trained appropriately and that we have the 
right criteria the auditor mentioned, in terms of the number of workers that are required to do that. And as 

you know, and I was surprised that Sen. Tucker didn't ask this question. We also have a requirement from 
the General Assembly for a system that looks at fraud, waste, and abuse that will begin to be 
(')perationalized on April 291h. It's a back-end approach, but we have it in our system today, and I can get 

better detail for you. We have a better place in asset verification. 
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Rep. Dollar: Do we have any potential contractors that are working for HHS now that could do that kind 

of work? NC FAST is only going to have access to certain databases, but other groups have access to 
databases that could answer the questions. The systems that we have that are promised to be working 

sometime, may not be able to fully answer those questions even if they ever do become operational. But I 
know the private sector has tools that are out there currently, so I'm just wondering if maybe you have 

some vendors on board that could take a look at doing that for you, doing that for the state? 

Dave Richard: Rep. Dollar, thank you for the suggestion. I don't know that I can answer your question 

right now. 

Rep. Dollar: Thank you. 

Rep. Lambeth: My feedback would be that you continue to work with Auditor Wood. I'm perfectly 
satisfied with a sampling approach, but I think this is a very important topic because as we move more 
toward Medicaid with a capitated system we need to make sure that we have the right people being 

dete1mined that are eligible and vice versa. And so this is important for us to understand if we have a 
problem, and, if so, where are the areas we need to fix. So I would encourage you to continue to work 
with the audit team to make sure we are doing some auditing to verify whether we have problems in some 

counties and I think her observations are just spot on. lf people are overworked they' re going to make 
errors. There ought to be standards and a monitoring system that monitors how well they're doing. 

Rep. Lambeth recognized Jennifer Hillman who presented agenda item IX. Presentation of Committee 
Report. See Attachment 9- Joint Legislative Oversight Committee on Medicaid and NC Health 

Choice Report to the 2018 Session of the 2017 General Assembly of North Carolina. 

Rep. Dollar: Before I make a motion I would point out one thing, and this is also something I wish I'd 
pointed out in the HHS Oversight. There's a committee that is jointly appointed, with HHS Oversight and 
Medicaid Oversight, and that is the Behavioral Health Subcommittee. Behavioral Health is obviously a 

huge spend in the billions of dollars and very important. I'm just extremely disappointed that we were not 
able to come to an agreement to have the LME/MCOs come and make a presentation and answer tough 
questions either before that subcommittee or before this committee or before the regular HHS Oversight 
Committee. I really do hope that, in the future, we'll right that and make sure we're including in our 

discussions hearing from the folks that are running our mental health and behavioral health system 
because I think they have some infonnation they needed to share with us and l think there are tough 
questions we need to ask them to make sure they're doing what they need to be doing and that we 
understand what they're doing and understand where the gaps are. It is so incredibly important to this 

state. Hopefully, we'll be doing a better job of that in the future. Having said that I move that the 
Committee accepts the report as presented, directing staff to make any necessary technical changes. 
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Rep. Lambeth: You heard a motion. All those in favor, say aye. Any opposed? This will move forward 
to our short session. If there are no other comments, we appreciate the staff and the work you do to 

prepare this committee and the work you do every day. Thank you, again, for being here. This meeting is 
adjourned. 

There being no further business, the meeting adjourned at 3:23 P.M. 

Representative Donny Lambeth, Co-Chair 
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Background on Medicare Cost-Sharing Payments 
• For most dual eligible beneficiaries, Medicare pays the majority of a claim, while 

Medicaid pays the portion that would otherwise be enrollee cost-sharing. In 2002, 
new state legislation changed methodology for calculating how much Medicaid would 
pay on each of these claims. 

• Instead of basing the payment only on what Medicare paid for the service, DHHS's 
payment would also consider what Medicaid would have paid if the claim had 
originated as a Medicaid claim. Specifically, the Medicaid payment would be capped 
so that the total amount the provider received was no greater than the amount they 
would receive in Medicaid. 

• This new legisla'tion required providers to file special Medicaid secondary claims since 
Medicare did not provide all the necessary information (whereas before they had only 
needed to submit their Medicare claims to Medicaid). 

• To minimize administrative burden, DHHS developed a "percentage table" to simplify 
the process and allow payment of the Medicaid payment to be calculated based on 
the Medicare claims. Initial table developed in 2004 and used through June 30, 2013. 

• On July 1, 2013, NCTracks was programmed to make the calculation based upon the 
received Medicare claim, which now includes all the necessary information to make 
the calculation. 
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OIG Audit of Cost-Sharing Payments 
• OIG began an audit of this payment process in 2016 and looked at 

claims from period prior to implementation of the new table in 2013 

• In 2017 OIG concluded that any claim not paid based on the full 
Medicare claim was paid incorrectly, resulting in OIG finding an 
overpayment of $41 million. 

• DHHS disagrees that these are overpayments and believes our 
methodology was appropriate 

• CMS is still reviewing the OIG finding, and has not issued a demand 
letter; if a demand letter is issued DHHS will appeal 

• DHHS has carried forward some funding to respond to any federal 
audit issues 
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Discussion Guide 

• Medicaid Enrollment 
- Overall Enrollment trends 

- Follow up with selected Counties 

• Medicaid Spending and Variance Analysis 

• Health Choice Enrollment 

• Health Choice Spending 
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Medicaid Enrollment 

• Non-Family Planning Enrollment in April 2018 
was 1,806,615, which was 4,577 lower than June 
2017 

• SFY 2017-18 non-family planning enrollment has 
averaged 45,500 less people per month than 
budget 

• Family Planning enrollment was 250,509 in April 
2018, which is 66,005 higher than June 2017 and 
4,286 higher than the budgeted average 
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Medicaid Enrollment 
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Me1dicaid Enrollment 

• ABD and Family Planning only program aid categories not flat 
to declining in enrollment or under budget 

500,000 

450,()00 

400,000 

350,000 

300,000 

250,000 

200,000 

~.000 

100,000 

50,000 

Average Actual 

Average Budget 

June 2017 

ABD 

428,749 

426,017 

425,227 

Medicaid Average Enrollment Comparisons 

Adults 

226,099 

241,777 

232,622 

Duals 

73,248 

76,922 

73,329 

Family Planning 

218,937 

213,794 

184,504 

Children 

1,080,473 

1,109,316 

1,080,014 

Medicaid Child Average Enrollment Comparison 
1,115,000 

1,110,000 

1,105,000 

1,100,000 

1,095,000 

1,090,000 

1,0&5,tlOO 

l,O&OJlOO 

1,075,!)00 

1,070,000 

1, 065.0'00 

AOB Adults Duals Famlt,, Planning Chtldren 

■Average Actual ■ Average Budget ■ June2.017 ■ Average Adual • Awrage Budget ■ June 2017 

fFnl FISCAL RESEARCH DIVISION 
~ AStalf Ag,:,,,;;y of the North Q.rclioa G-=!A.oembly 

5 April 10, 2018 



if County Enrollment Notes 
~[V(~CoLUi1Y 
~~ ~ • Spoke with local departments of social services in 

four counties about enrollment trends ( excluding 
Family Planning) 
- three with enrollment declining more than the State average 

- one with enrollment increasing more than State average 

• General impressions 
- Move to NCF AST has had an operational impact on trends; 

concerns that the implementation might still be having an 
effect 

- County responses and explanations for trends vary and 
were not necessarily formed from empirical analyses 
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County Enrollment Explanations 

• Declining enrollment county explanations 
- Extensive outreach to community during economic downturn - an 

improved economy results in fewer enrollees. 

Culture in the area is 'do-it-yourself; ' aversion to pursuing or 
accepting government assistance. - V'Jh1&1 tvwn~ ~ 

- Students and retirees with second homes hold down enrollment. 7 
'---

• Increasing enrollment county explanations 
- Unemployment is down, but people remain underemployed. 

- Some areas have a combination of high wealth and working poor 
populations. 

There is an increase in foster children due to opioid crisis. 

- Family sizes are larger. 
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County Enrollment Conclusions 

• Every county is different 

• Changes in unemployment are not necessarily a 
predictor of enrollment changes 

• Continued conversations with county departments can 
provide interesting and valuable insights 
- The insights help to explain the current trends 

- While they provide limited value in predicting future trends 
for the State as a whole they can help identify trends that 
should be considered when forecasting enrollment 
~ ~-rm±s ~~ 
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Medicaid Spending 
ANALYSIS OF MARCH YID SPENDING YTD Varumce to Budget 

ABD Childien AFDC Duals Other .&peered Actual Difference 

Hospital Services $ 4,190,884 $ (7,289,624) $ (26,574,160) $ (45,853) $ 4,965,622 $ }24,753,1.3 l) $ (7,910,000) $ 16,843,131 

Physicians 2,045,269 (6,709,004) (18,574,342) (29,773) 3,113,100 (20}1.$!1-.,750) (23,180,000) (3,025,250) 

Drugs 5,233,442 (5,200,318) (22,217,692) (2,946) 968,482 (2t~9,03.2) (55,980,000) (34,760,968) 

Skilled Nw:sing 6,630,422 (20,107) (10,873) 112,375 6,711.Sl 6 (1,050,000) (7,761,816) 

Capitation 10,815,037 (5,218,180) (13,219,259) (25,850) 652,056 (6,996,196) (68,040,000) (61,043,804) 

Dental 381,883 (2,767,479) (4,594,465) (323) (202,311) ['1.182,695) (8,310,000) (1,127,305) 

PCS 2,220,781 (4,226) (214,934) (2,855) 6,331 2,005,096 (43,320,000) ( 45,325,096) 

Home Health 744,435 (98,268) (260,963) (12) 18,562 403,755 (18,790,000) (19,193,755) 

Lab andXray 149,716 (200,422) (3,331,823) (177) 308,198 '(3,q;zct"sos1i (10,580,000) (7,505,492) 

Hosp IP/OP 11ental 91 13 5,729 5,832 15,190,000 15,184,168 

DME 836,454 (415,980) (1,048,244) (7,247) 32,040 {602,976) 11,680,000 12,282,976 

Pract/Nonphys 185,019 (1,081,093) (684,512) (509) 30,025 (1,551,070) 8,810,000 10,361,070 

All Other 2,614,201 (2,199,379) (3,885,873) 6,885 460,093 Q.004,073) (4,940,000) (1,935,927) 

TOTAL $ 36,047,634 $ (31,183,973) $ (94,626,362) $ (119!533) $ 10,470,303 $ . (l9,411_.931) $ (206,420,000) $ (127,008,069) 

• Based on the variances in enrollment across the program aid categories through March 2018, it 
would be expected that total claims spending would be $79.4 million under budget through March 
31,2018 

• There is an estimated minimal increase in spending that resulted from the recipient use rates -
approximately $10 million 

• The balance of the variance in spending is resulting from a variation in the frequency, duration, 
intensity and pricing in actual services and the budget 
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NC Health Choice 

State will resume responsibility for a share o,f the 
costs by SFY 2019-20 
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~ NC Health Choice Program 
Pl~ 

• Provides medical coverage to children ages 6 through 18 in 
households with income between 133% and 211 % of the 
Federal Poverty Level 

- $33,384 to $52J968 annually for a family of four 

• Benefits are similar to Medicaid 

• Beneficiaries have higher copays and households with income 
over 159% of poverty ($39,910 for a family of four) pay 
enrollment fees 

• The NCHC population is nearly 100,000 children 

• SFY 2017-18 budgeted total requirements: $195 million/ 
appropriations $-0- because of enhanced ACA FMAP 

11 April 10, 2018 



NC Health Choice Federal Match 

• NC Health Choice falls under the federal Children's Health 
Insurance Program (CHIP) 

• Unlike Medicaid, CHIP funding is an allotment not an 
entitlement 

• Since October 2015 the federal government has provided an 
enhanced match for CHIP ( + 23 percentage points) 
- With the enhancement, North Carolina's federal match is 100%, so 

no state funds are needed for the program 

• The enhanced match will phase down to 11.5 percentage 
points in October 2019 and is eliminated October 2020 
- This reduction in the federal enhancement will also impact over 

100,000 children NC reports under Medicaid 
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NC He·alth Choice Enrollment 
100,000 

NCHC enrollment has 9s,ooo 

been increasing since SFY 
2015-16, although growth 
has slowed in the last two 
fiscal years 

For current year, monthly 
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Health Choice Spending 
Year-to-Date Through Avril 3 

SFY 2017-18 thru April 3 ($ Millions) 

Category 

Pharmacy 

Professional* 

Hospital 
-------

$51.3 

44-.9 

27.9 

17.l 

14.3 

Denta;J. 
' 

Otherj 
.,,. 

Total1 

,-.._ 
c:n 

$60 

§ $40 -·­...... ...... 
~ $20 -
¼ ..,_,, 

$0 

$155.5 

Budget 

$49.9 

44.2 

28.6 

17.1 

13.9 

$153.8 

Pharmacy Professional* Hospital Dental 

*Professional includes physician and non-physician practitioner reimbursements 

$ Difference 

$1.4 

0.7 

(0.7) 

0.4 

$1.8 

Other 

% Diff ere nee 
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Spending Compared to M-CHIP 

• Children ages 6 through 18 living in households with 
incomes between 100% and 133% of poverty are eligible 
for full Medicaid coverage under Medicaid-CHIP 

• Costs are similar in the two groups 

$200 

$190 

$180 

$170 

$160 

$150 

$181 

FY 2015-16 

Per Member Per Month Spending 
-------

- $176 ___ ,$178 $179 

FY 2016-17 YTD FY 2017-18 

15 

■ NC Health Choice 

OM-CHIP 

April 10, 2018 



QUESTIONS 

Mark Collins - mark.collins@ncleg.net 
Steve Owen - steve.owen@ncleg.net 

919-7331-4910 
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Medicaid Enrollment - Forecast vs. Actual 
Medicaid Enrollment has tracked roughly in line with DMA's expectations to date 
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Medicaid Enrollment ·by Program Aid Category 
March 2018 enrollment at 2.054M is 3.6% higher than one year prior at 1.982M on March 2017 

Current year, actual: trend over previous 6 months 
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Medicaid SFY18 Actuals vs. Budget 
Through February 2018, total Medicaid expenditures were $228.2M or 2.5% 
favorable to the authorized budget. 

($ millions) 

Fund Description 

Hospital1 

Skilled Nursing Facilities 

Physician 

Pharmacy3 

Other Claims 

Total Fee-For-Service Claims Exp. 

Consolidated Supp. Hospital Payments 

Cost Settlements 

Capitation, Premiums & Other Exp.2 

Total Expenditures 

Notes: 

$ 

$ 

$ 

SFY2018B 

YTD4 

1,318.2 

872.7 

722.8 

689.6 

1,609.2 

5,212.4 

936.9 

97.8 

2,877.3 

9,124.4 

$ 

$ 

$ 

SFY2018A 

YTD4 

1,337.4 

873.1 

719.3 

627.5 

1,583.7 

5,141.0 

873.6 

48.1 

2,833.6 

8,896.2 

Variance 

(vs. Budget) 

$ 19.2 

0.4 

(3.4) 

(62.0) 

(25.6) 

$ (71.4) 

(63.3) 

(49. 7) 

(43.8) 

$ (228.2) 

1. Hospital Expenditures include Inpatient, Outpatient, and Emergency Room Services. 

2. Includes LME/MCO, PACE, High-Tech Imaging, and Buy-in/Dual Eligible Services. 

3. Pharmacy Expenditures are net of rebates. 

4. Reporting as whole dollars (State+ Federal Shares). 

Variance% 

1.5% 

0.0% 

-0.5% 

-9.0% 

-1.6% 

-1.4% 

-6.8% 

-50.8% 

-1.5% 

-2.5% 
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Medicaid Revenue Distribution 

SFY2017 Actuals ($ millions) 

Other, $922 , 7% 

Rebates, $1,191 , 8% 

Tax Assessments, 

$765, 5% 

App ro priati ons, 
$3,084, 22% Federal Revenue, 

$8,209, 58% 

SFV2018 Budget ($ millions) 

Other, $614, 4% 

Rebates, $1,234 , 9% 

Tax Assessments, 
$674, 5% 

Appropriations, 

$3,296, 23% 
Federal Revenue, 

$8,486, 59% 
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JOINT LEGISLATIVE OVERSIGHT COMMITTEE 
ON MEDICAID AND NC HEALTH CHOICE 

Medicaid Transformation 

Dave Richard and Jay Ludlam 
Department of Health and Human Services 

April 10, 2018 



Recent Transformation Milestones 
Medicaid Publications 

• August 2017 
- Proposed Program Design 

• November 2017 
- Amended 1115 Waiver Application 
- Tailored Plans 
- Supplemental Payments 
- Managed Care Operational and 

Actuarial RFls 

• February 2018 
- Network Adequacy 

• March 2018 
- Enrollment Broker RFP 
- Benefits & Clinical Coverage Policies 
- Beneficiaries in Medicaid Managed 

Care 
- Care Management & AMH 

• March/ April 2018 
- Quality Strategy 
- Quality - PHP 

Accountability 
- Credentialing 
- Vision for Long Term 

Service and Supports 
- SDOH Screening 
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Policy Paper: Supplemental Payments 
• After managed care launch, DHHS will not have authority to make 

hospital supplemental payments 
• DHHS and NCHA have engaged in collaborative process to revise 

payment structure so: 
- All payments move through "base rate" (i.e. payment for health care 

service delivered) 
- Plans are required to use these base rates for some period of time after 

managed care launch 
- Base rate is calculated so hospitals are "kept whole" for service delivery 

• November 2017 concept paper laid out how these new base rates 
would be calculated 

• Assessment mechanism will need technical updates to reflect new 
payment mechanism 
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Policy Paper: Network Adequacy 
• DHHS will review PHP networks to ensure access to sufficient 

number of providers 
• November 2017 concept paper discussed what DHHS would 

examine during these reviews - including draft numeric thresholds 
for various provider categories 

• Oversight Focus will be on: 
- Availability: provider networks are sufficient to meet the needs of 

enrollees. 
- Accessibility: the proximity of providers to enrollees, based on 

geographic time and distance. 
- Accommodation: how provider's operating hours, appointment 

policies, language and cultural competencies, awareness, and 
communications meet enrollees' constraints and preferences 

- Realized access: enrollees' actual use of services 
• PHP RFP will reflect final network adequacy standards 
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Policy Paper: Benefits and Coverage 
• Today, DHHS defines covered benefits and the clinical policies that 

govern their use 
- Clinical coverage policies define the utilization management and other 

criteria that determine circumstances for beneficiary to receive service 
• PHPs are required to cover all benefits that would otherwise be 

covered in FFS (unless carved out from managed care) 
• PHPs cannot impose benefit limits more stringent than FFS, e.g. if 

FFS covers 10 physical therapy visits, PHPs must also cover at least 
10 visits 

• PHPs may generally design their own clinical coverage policies 
(that may be different from FFS and different from plan to plan) 

- Concept paper identifies a small number of services where DHHS policies will 
be required 

• PHPs will use standard prior authorization forms to minimize 
provider burden 

• PHPs will use DHHS prescription drug list and drug coverage criteria 

JOINT LEGISLATIVE OVERSIGHT COMMITTEE ON MEDICAID AND NC HEALTH CHOICE I APRIL 10, 2018 5 



Policy Paper: Care Management 
• Today, care management is conducted by DHHS and CCNC 
• Under manage care, PHPs will be responsible for care management 
• March 2018 concept paper laid out vision for care management 

functions in managed care 
• Primary care providers will continue to receive small payments from 

PHPs for supporting care management functions 
• Primary care providers that wish to take on a more active role in 

care management can contract with PHPs to conduct this work 
- PHPs will be encouraged to contract with interested primary care 

providers 
- Primary care providers may perform care management functions 

directly (e.g., with staff that work in their offices or health systems) or 
may partner with other local primary care practices in clinically 
integrated networks 

• PHPs will contract with local health departments for certain care 
management functions 
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Policy Paper: Quality 
• In March 2018 DHHS published a concept paper describing our 

approach to health care quality in managed care as well as an 
official quality strategy for CMS 

• Main aims of Quality Strategy: 
- Better Care Delivery/ Access 
- Healthier People 
- Smarter Spending 

• PHPs will be monitored on 33 quality measures against national 
benchmarks and state targets 

• Small subset of measures will be linked to PHP Financial Withholds 
& Incentives 

• DHHS will require that PHPs implement annual Quality Improvement 
Projects 

• An External Quality Review Organization {EQRO) will also measure 
each PHP's compliance and quality annually 
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Policy Paper: Upcoming Work 
• Additional policy papers forthcoming 
• Continue conversations with CMS and are making progress to close 

;y.-~ 
down issues }~ I' 

• PHP RFP -/~;~ 
• Existing DMA staff will change status and transition to DHB, 

___.:--

consistent with requirements of SL 2015-245, on August 1 
• Operational RFPs 

- Enrollment Broker responses are due April 13 
- Additional RFPs forthcoming 
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JOINT LEGISLATIVE OVERSIGHT COMMITTEE 
ON MEDICAID AND NC HEALTH CHOICE 

Efficacy of the Programs of All-
1 nclusive Care for the Elderly 
(PACE) Study 

Dave Richard 
Department of Health and Human Services 

April 10, 2018 

I . 
■ · • .. 

Programs of All-Inclusive Care for the Elderly 
• PACE is a capitated managed care program for 

frail, elderly adults who are enrolled in Medicaid, 
enrolled in Medicare, dually enrolled in Medicaid 
or Medicare, or able to pay privately. 

• Program features a comprehensive service 
delivery system and integrated Medicare and 
Medicaid financing for beneficiaries enrolled in 
both programs. 

Attachment 7 
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PACE is a managed care model for the Elderly 
• PACE organizations assume full financial risk for 

the costs of all medical care for their 
participants, including nursing home care, long­
term care services, inpatient hospital services, 
outpatient hospital services, physician services, 
laboratory and radiology services, pharmacy, 
transportation, durable medical equipment 
(DME), and hospice services. 

JOINT LEGlSLAflUE OVERSIGIIT COMMITTEEONMElllCAJD AND NC HtALTH CHOICE I APRIL 10, 2018 J 

Program of All-Inclusive Care for the Elderly 
• To be eligible for PACE an individual must: 

- 55 years of age or older; 

- Determined to need the level of care required under the Medicaid 
State Plan for coverage of nursing facility services; 

- Reside in the PACE organization's service area; 

- Able to live in a community setting at the time of enrollment 
without jeopardizing his or her safety; and 

- Meet any additional criteria set forth in the program agreement. 

• 11 PACE Organizations with 12 sites 
- 36 counties have at least one zip code served by a PACE 

Organization 

- 64 counties have no PACE access at this time 

- Current enrollment is 2040 individuals 
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Next Steps for PACE growth in NC 
• NC can consider expanding the capacity of 

existing PACE Organizations 
- Zip code expansion 

-Approval of alternative care setting 

• Expansion of PACE to unserved and underserved 
areas in NC will require additional funding 
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Expanding PACE access 
• Zip Code Expansion 

,I . . • 

- Will allow existing PACE Organizations to enroll 
individuals residing outside their current service areas. 

• Alternative Care Setting (ACS) 
-ACS allows PACE participants to receive some (but not 

all) PACE services at the alternative setting during 
usual and customary PACE center hours of operation. 

• Services at an ACS should supplement and not replace 
services provided at the main PACE center 

• Periodic visits to the main center are required 
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Next Steps for PACE regulatory reform 
• Operationalize the recommendations that have 

been identified to address the duplication of 
regulatory monitoring by Centers for Medicare & 
Medicaid Services (CMS), Division of Medical 
Assistance (DMA), and Division of Aging & Adult 
Services (DAAS) 

• Evaluate DMA and Division of Health Service 
Regulation (DHSR) rules regarding delivery of in­
home services to verify duplication with CMS 
regulations 
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PACE Innovation Act Options 
• Medicaid will investigate options for delivery of 

care under the PACE Innovation Act 

• DMA will consult with CMS Coordination Office 
regarding the PACE Innovation Act 
- Discuss strategies to adapt the PACE model of care to 

serve populations currently ineligible for PACE and 
diagnostic criteria other than nursing home level of 
care 
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Recommendations 
• Study the expansion of the Long-Term Care 

Ombudsman (LTCO) program to assist PACE 
participants. 
- LTCO assists residents of long term care facilities to 

exercise their rights and resolve grievances between 
the residents, families, and facilities 

• Currently PACE participants and their families do 
not have comparable assistance. to assist with 
grievances or complaints involving a PACE 
organization outside formal due process 
- PACE Organizations manage all care for individuals 

JO INTLEGI SI.A Tll'E QVERSIQtlT C DM MITIEE ON M EDICIIID AND NC HEAJ.TH CHOI CE I APRIL 10, 2018 S 





JOINT LEGISLATIVE OVERSIGHT COMMITTEE 
ON MEDICAID AND NC HEALTH CHOICE 

Audit of County Medicaid 
Eligibility Determinations 

Dave Richard and Michael Becketts 
Department of Health and Human Services 

April 10, 2018 

Objectives of SL 2017-57 Section 11H.22(e) Report 

• Develop accuracy and quality assurance 
standards for eligibility determinations 
performed by county DSS 

• Establish an audit methodology to measure 
counties' performance 

• Establish an annual audit schedule to review 
counties' performance 
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Proposed Accuracy Standards 
• Medicaid applicants approved for benefits when 

truly ineligible - 3.2% error rate threshold (derived 
from federal standard) 

• Medicaid applicants denied benefits when truly 
eligible - 3.2% error rate threshold (derived from federal 
standard) 

• Eligibility determination errors not impacting 
eligibility decision - 10% initial error rate 
threshold 
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Quality Assurance (QA) Standardized Processes 

Counties completing these five items follow the 
established QA process: 

• Standardized 2nd Party Review Procedures 

• Standardized detailed review worksheet 

• State-directed sample size by county 

• Quarterly reporting to State on review results 

• Results used to determine targeted training 
needs 
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Current Audits of Eligibility Determination 
• Payment Error Rate Measurement PERM (CMS) 

• Medicaid Eligibility Quality Control Reviews 
(CMS & Medicaid) 

• Corrective Action Record Reviews (Medicaid) 

• State Single Audit (OSA in conjunction with local 
CPAs) 
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Current Audits - Enhancements Underway 
• Corrective Action Record Reviews (Medicaid) 

- Expanding number of cases reviewed and fine tuning 
review details and follow-up processes 

• State Single Audit (OSA in conjunction with local CPAs) 

- State Auditor will dictate sample items to be reviewed 

- Review tool is updated by Department in consultation 
with OSA 

-State Auditor performing quality review of local CPA 
performance 
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Auditing 100 Counties Per Year 
• Current legislation describes a new annual audit effort of all 1.00 

counties. 
• If funding is provided, based on work plan utilized by OSA in the 

performance audit issued January 201.7, such an annual review 
would cost approximately $11..2 million 

C0ntractor Review 

DHHS Oversight 
(25% of audit effort) 

Total 

~ " l.r 

• @m "-Hours:, I 

0

1 

" m 

175,000 

43,750 

218,750 

$7,875,000 

$3,281 ,250 

$11,156,250 

• Effort would entail reviewing 50,000 eligibility determinations at an 
average review time of 3.5 hours each 

• Effort would also require approximately 26 additional DHHS staff to 
oversee the contractor's work in a timely manner. 
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Challenges with Auditing 100 Counties 
• For DHHS to conduct efficient review of an 

eligibility determination 
- Reviewer must possess experience with eligibility 

determination process 

- Personnel with such experience are limited to retired 
and existing county and state workers 

• OSA utilized a staffing contractor that was able 
to retain the expertise from available county 
workers with Medicaid experience 
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Proposed Alternative Audit Plan 
• If funding is provided, DHHS could: 

- Follow Medicaid sampling methodology, use sample 
size of 200 cases per county 

(100 new applications and 100 re-certifications) 

- Rotate county audits over a three-year cycle 

• Staffing options: 

- Contract with experienced vendor 

• Annual audit costs: $1.GM 

• Requires 5 additional DHHS staff for oversight 

- Hire DHHS permanent staff 

• Annual audit costs: $2.34M 

• Requires 19 additional DHHS staff 
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;TRANSMITTAL L-ETl]~~R 

April 10, 2018 

[ Baik to 1'op] 

TO THE MEMBERS OF THE 2018 REGULAR SESSION 
OF THE 2017 GENERAL ASSEMBLY 

The JOINT LEGISLATIVE OVERSIGHT COMMITTEE ON MEDICAID AND 
NC HEALTH CHOICE respectfully submits the following report to the 2018 
Regular Session of the 2017 General Assembly. 
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COMMITTEE PROCEEDINGS 

[Back to Top] 

The Joint Legislative Oversight Committee on Medicaid and NC Health Choice met 
five (5) times between October 2017 and April 2018. This section of the report provides a 
brief overview of topics and presenters for each meeting and identifies any Department of 
Health and Human Se1vices (DHHS) action items from each meeting. Detailed minutes 
and handouts from each meeting are available in the Legislative Library. Agendas and 
handouts for each meeting are available at the following link: 

http://www.ncleg.net/gascripts/DocumentSites/browseDocSite.asp?nID=284&sFolder 
Name=\Meetings by Interim\2017-20] 8 Interim 

Summary of Committee Proceedings and DIIllS Action Items 

October 10, 2017 

• Welcome & Opening Remarks 
Representative Nelson Dollar, Presiding Co-Chair 

• Remarks from DHHS Secretary 
Mandy Cohen, Secretary, DHHS 

• Medicaid and NC Health Choice Enrollment 
Dave Richard, Deputy Secretary for Medical Assistance, DHHS 

• Medicaid and NC Health Choice Financial Update 
Dave Richard, Deputy Secretary for Medical Assistance, DHHS 

• Status of 1115 Waiver and Work Plan for Medicaid Transformation 
Mandy Cohen, Secretary, DHHS 
Dave Richard, Deputy Secretary for Medical Assistance, DHHS 
Jay Ludlam, Assistant Secretary for Medicaid Transformation, DHHS 

DHHS ACTION ITEMS: 
o Provide a response to topics and issues identified by the Fiscal Research 

Division related to DHHS's Proposed Program Design for Medicaid 
Managed Care 

• Appointment of Joint Health and Human Services and Medicaid Oversight 
Committees' Behavioral Health Services Subcommittee (Sec. 12F.10, S.L. 
2016-94), Presiding Co-Chair 
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November 14, 2017 

• Welcome & Opening Remarks 
Senator Hise, Presiding Co-Chair 

• Remarks from DHHS Secretary 
Mandy Cohen, Secretary, DHHS 

• Overview of Medicaid Dashboards 
Steve Owen, Committee Staff, Fiscal Research Division, NCGA 

• Medicaid and NC Health Choice Enrollment 
Dave Richard, Deputy Secretary for Medical Assistance, DHHS 
Michael Becketts, Assistant Secretary for Human Services, DHHS 

• Medicaid and NC Health Choice Financial Update 
Dave Richard, Deputy Secretary for Medical Assistance, DHHS 
Roger Barnes, Chief Financial Officer, Division of Medical Assistance, DHHS 

• Status of 1115 Waiver and Work Plan for Medicaid Transformation 
Mandy Cohen, Secretary, DHHS 
Dave Richard, Deputy Secretary for Medical Assistance, DHHS 
Jay Ludlam, Assistant Secretary for Medicaid Transformation, DHHS 

February 28, 2018 

• Welcome & Opening Remarks 
Representative Nelson Dollar, Presiding Co-Chair 

• Remarks from DHHS Secretary 
Mandy Cohen, Secretary, DHHS 

• Family Planning Enrollment Update 
Steve Owen, Committee Staff, Fiscal Research Division, NCGA 

• Overview of Medicaid Dashboards 
Steve Owen, Committee Staff, Fiscal Research Division, NCGA 

• Medicaid and NC Health Choice Enrollment 
Dave Richard, Deputy Secretary for Medical Assistance, DHHS 
Susan Perry-Manning, Deputy Secretary for Human Services, DHHS 

• Medicaid and NC Health Choice Financial Update 
Dave Richard, Deputy Secretary for Medical Assistance, DHHS 
Roger Barnes, Chief Financial Officer, Division of Medical Assistance, DHHS 
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• 1115 Waiver Amendment Submitted on 11/20/18 and Work Plan for 
Medicaid Transformation 
Steve Owen, Committee Staff, Fiscal Research Division, NCGA 
Mandy Cohen, Secretary, DHHS 
Dave Richard, Deputy Secretary for Medical Assistance, DHHS 
Christen Linke Young, Deputy Secretary for Policy and Operations, DHHS 

March 13, 2018 

• Welcome & Opening Remarks 
Representative Donny Lambeth, Presiding Co-Chair 

• Remarks from DHHS Secretary 
Mandy Cohen, Secretary, Department of Health & Human Services (DHHS) 

• Status of Cardinal Innovations Healthcare LME/MCO 
Trey Sutten, Interim Chief Executive Officer, Cardinal Innovations Healthcare 

• Report on Funding for GME Payments and Actions Taken to Achieve Flex 
Cut- Section llH.13 of S.L. 2017-57 
Dave Richard, Deputy Secretary for Medical Assistance, DHHS 

• 1115 Waiver Update and Work Plan for Medicaid Transformation 
Mandy Cohen, Secretary, DHHS 
Dave Richard, Deputy Secretary for Medical Assistance, DHHS 
Jay Ludlam, Assistant Secretary for Medicaid Transformation, DHHS 

• Plan to Implement Coverage for Home Visits for Pregnant Women and 
Families with Young Children- Section llH.14 of S.L. 2017-57 
Dave Richard, Deputy Secretary for Medical Assistance, DHHS 

ApriJ 10, 2018 

• Welcome & Opening Remarks 
Representative Donny Lambeth, Presiding Co-Chair 

• Remarks from DHHS Secretary 
Mandy Cohen, Secretary, Department of Health & Human Services (DHHS) 

• Overview of Medicaid Dashboards 
Steve Owen, Committee Staff, Fiscal Research Division, NCGA 
Mark Collins, Committee Staff, Fiscal Research Division, NCGA 
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• Medicaid and NC Health Choice Enrollment 
Dave Richard, Deputy Secretary for Medical Assistance, DHHS 
Michael Becketts, Assistant Secretary for Human Services, DHHS 

• Medicaid and NC Health Choice Financial Update 
Dave Richard, Deputy Secretary for Medical Assistance, DHHS 
Roger Barnes, Chief Financial Officer, Division of Medical Assistance, DHHS 

• 1115 Waiver Update and Work Plan for Medicaid Transformation 
Mandy Cohen, Secretary, DHHS 
Dave Richard, Deputy Secretary for Medical Assistance, DHHS 
Jay Ludlam, Assistant Secretary for Medicaid Transformation, DHHS 

• Efficacy of the Program for All-Inclusive Care for the Elderly (PACE) Study 
- Section llH.25 of S.L. 2017-57 
Dave Richard, Deputy Secretary for Medical Assistance, DHHS 

• Plan to Implement Annual Audits of County Departments of Social Services 
for Compliance with Medicaid Eligibility Determination Accuracy Standards 
- Section 11H.22(e) of S.L. 2017-57 
Michael Becketts, Assistant Secretary for Human Services, DHHS 

• Presentation of Committee Report 
Jennifer Hillman, Committee Staff, Legislative Analysis Division, NCGA 
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Appendix A 

COMMITTEE MEMBERSHIP 

[Back to Top] 

2017-2018 

Senate Members House Members 
Sen. Ralph Hise, Co-Chair Rep. Nelson Dollar, Co-Chair 

Sen. Dan Bishop Rep. Donny Lambeth, Co-Chair 

Sen. Valerie P. Foushee Rep. William D. Brisson 

Sen. Joyce Krawiec Rep. I osh Dobson 

Sen. Louis Pate Rep. Verla Insko 

Sen. Gladys A. Robinson Rep. Bert Jones 

Sen. Tommy Tucker Rep. Gregory F. Murphy, MD 

Sen. Angela R. Bryant, Advisory Rep. Beverly M. Earle, Advisory 

Rep. Chris Malone, Advisory 

Rep. Rodney W. Moore, Advisory 

Hdfiifiildii■fu& 
~Susan Fanning ~ 

Pan Bnles 

Committee Staff 

Fiscal Research Division: 
Steve Owen Denise Thomas 

Deborah Landry Mark Collins 

Legislative Draftimr Division: 
Arny Jo Johnson 

Le2:islative Analysis Division: 
Jennifer Hillman Jason Moran-Bates 

Theresa Matula 
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AppendixB 

COMMITTEE CHARGE/STATUTORY AUTHORITY 

[Back to Top] 

Article 23B. 
Joint Legislative Oversight Committee on Medicaid and NC Health Choice. 

§ 120-209. Creation and membership of Joint Legislative Oversight Committee on 
Medicaid and NC Health Choice. 

(a) The Joint Legislative Oversight Committee on Medicaid and NC Health Choice 
is established. The Committee consists of 14 members as follows: 

(1) Seven members of the Senate appointed by the President Pro Tempore 
of the Senate, at least two of whom are members of the minority party. 

(2) Seven members of the House of Representatives appointed by the 
Speaker of the House of Representatives, at least two of whom are 
members of the minority party. 

(b) Te1ms on the Committee are for two years and begin on the convening of the 
General Assembly in each odd-numbered year, except that initial appointments begin on 
the date of appointment. Members may complete a term of service on the Committee even 
if they do not seek reelection or are not reelected to the General Assembly, but resignation 
or removal from service in the General Assembly constitutes resignation or removal from 
service on the Committee. 

( c) A member continues to serve until a successor is appointed. A vacancy shall be 
filled within 30 days by the officer who made the original appointment. (2015-245, s. 15.) 

§ 120-209.1. Purpose and powers of Committee. 
(a) The Joint Legislative Oversight Committee on Medicaid and NC Health Choice 

shall examine budgeting, financing, administrative, and operational issues related to the 
Medicaid and NC Health Choice programs administered by the Department of Health and 
Human Services. 

(b) The Committee may make periodic reports, including recommendations, to a 
regular session of the General Assembly on issues related to Medicaid and NC Health 
Choice programs. (2015-245, s. 15.) 

§ 120-209.2. Organization of Committee. 
(a) The President Pro Tempore of the Senate and the Speaker of the House of 

Representatives shall each designate a cochair of the Joint Legislative Oversight 
Committee on Medicaid and NC Health Choice. The Committee shall meet upon the joint 
call of the co chairs. 

(b) A quorum of the Committee is eight members. No action may be taken except 
by a majority vote at a meeting at which a quorum is present. 

(c) Members of the Committee receive subsistence and travel expenses, as 
provided in G.S. 120-3.1. The Committee may contract for consultants or hire employees 
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in accordance with G.S. 120-32.02. The Legislative Services Commission, through the 
Legislative Services Officer, shall assign professional staff to assist the Committee in its 
work. Upon the direction of the Legislative Services Commission, the Directors of 
Legislative Assistants of the Senate and of the House of Representatives shall assign 
clerical staff to the Committee. The expenses for clerical employees shall be borne by the 
Committee. 

( d) The Committee cochairs may establish subcommittees for the purpose of 
examining issues relating to its Committee charge. (2015-245, s. 15.) 

§ 120-209.3. Additional powers. 
The Joint Legislative Oversight Committee on Medicaid and NC Health Choice, while 

in discharge of official duties, shall have access to any paper or document and may compel 
the attendance of any State official or employee before the Committee or secure any 
evidence under G.S. 120-19. In addition, G.S. 120-19.l through G.S. 120-19.4 shall apply 
to the proceedings of the Committee as if it were a joint committee of the General 
Assembly. (2015-245, s. 15.) 

§ 120-209.4. Reports to Committee. 
Whenever the Department of Health and Human Services, or any division within the 

Depmtment, is required by law to report to the General Assembly or to any of its 
permanent, study, or oversight committees or subcommittees on matters relating to the 
Medicaid and NC Health Choice programs, the Department shall transmit a copy of the 
report to the cochairs of the Joint Legislative Oversight Committee on Medicaid and NC 
Health Choice. (2015-245, s. 15.) 
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TO: 
FROM: 

SUBJECT: 

NORTH CAROLINA GENERAL ASSEMBLY 
Raleigh, North Carolina 27601 

November. 2, 2018 

MEMORANDUM 

Members, Joint Legislative Oversight Committee on Medicaid and NC Health Choice 
Rep. Donny Lambeth, Co-Chair 
Rep. Nelson Dollar, Co-Chair 
Sen. Ralph Hise, Co-Chair 

Meeting Notice 

The .Joint Legislative Oversight Committee on Medicaid and NC Health Choice will meet at the 
following time: 

DAY 
Monday 

DATE 
November 26, 2018 

TIME 
1:00 PM 

LOCATION 
643 LOB 

Parking for non-legislative meeting attendees is available in the visitor parking deck #75 located on 
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JOINT LEGISLATIVE OVERSIGHT COMMITTEE ON MEDICAID AND NC HEALTH CHOICE 
November 26, 2018 

Room 643 

The Joint Legislative Oversight Committee on Medicaid and NC Health Choice met on Tuesday, 
November 26, 2018, at 1:00 P.M. The meeting was held in Room 643. Senate members present were 
Ralph Hise, Co-Chair; Joyce Krawiec; Gladys Robinson; and Tommy Tucker. House of Representatives 
members present were William Brisson; Nelson Dollar, Co-Chair; Verla Insko; Gregory Murphy, M.D.; 
and Donny Lambeth, Co-Chair. 

Legislative Services staff attending the meeting included Jennifer Hillman and Theresa Matula from 
Legislative Analysis Division; Mark Collins, Deborah Landry, Steve Owen, and Denise Thomas from 
Fiscal Research Division; and Amy Jo Johnson from Bill Drafting Division. Committee Assistants in 
attendance were Susan Fanning, Candace Slate, and Pan Briles. 

Serving as Sergeants-at-Arms were Frances Patterson and Hal Roach for the Senate; and Jonas Cherry, 
Terry McCraw, and Jim Moran for the House. See Attachment I -Visitor Registration Sheet. 

Welcome & Opening Remarks 

Sen. Hise, Co-Chair, presided. He welcomed everyone and then recognized Rep. Nelson Dollar for 
remarks. 

Rep. Dollar: As everyone knows, I will not be back next year, certainly not in this role. I want to take the 
opportunity to thank the staff I've worked with over the years as one of the chairs of this Committee, and, 
also in the past, as one of the chairs of the HHS Oversight Committee: Dr. Porter who's worked with me 
over the years, certainly all the staff, folks from the Depai.iment of Health and Human Services, Madam 
Secretary, and Dave, I've known you in a number of roles. Certainly, I appreciate all my House and 
Senate colleagues, and House and Senate chairs on the oversight committee and all the great working 
relationships l've had with so many of the advocates and provider groups who are here today. Folks have 
worked in a tremendous way over recent years to address a number of very critical issues. The future of 
health care in this country and in North Carolina is a bright future. I think we're on the road to continuing 
to solve problems to make people's lives better. I have every confidence as we move through Medicaid 
transformation, this Committee will do tremendous work, along with the Department, to ensure that both 
providers and patients make it through that process in good shape and we have the results and outcomes 
everyone is hoping for. I will always give a shout-out to behavioral health and continuing to work with 
our public managed care system to make it stronger. Mr. Chairman, I appreciate the opportunity to 
express my thanks to everyone and wish everyone Godspeed for the holidays and good luck as you move 
through transformation over the next several years. 

Sen. Hise thanked Rep. Dollar for his comments and for his service, and then recognized Mandy Cohen, 
Secretary, Department of Health and Human Services, to present agenda item II. Remarks from 
Department of Health and Human Services (DHHS) Secretary. 
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Sec. Cohen thanked the chairs and then discussed the recovery efforts related to Hurricane Florence 
regarding food assistance programs and housing, and temporarily extending redetermination timelines to 
help keep people enrolled in Medicaid. She spoke on the Department's provision of additional medical 
supplies, and temporarily waiving some of the provider enrollment requirements to temporarily allow 
physicians and other health professionals with out-of-state licenses to enroll as Medicaid providers of 
service. She noted that three areas still need additional state investment: 1) emergency mental health 
needs due to disaster trauma; 2) Back Home program that assists storm victims in shelters who do not 
have stable housing arrangements; 3) child welfare and adult protective services, due to stress of 
displacement that impacts some children and elderly. 

Sec. Cohen. along with Dave Richard, Deputy Secretary for NC Medicaid, DHHS; and Jay Ludlum, 
Assistant Secretary for Medicaid Transformation, DHHS, then presented agenda item III. Approved 
1115 Waiver and Work Plan for Medicaid Transformation. See Attachment 2- CMS Approves 
North Carolina's Innovative Medicaid Demonstration To Help Improve Health Outcomes and 
Attachment 3 - NC Medicaid Transformation Section 105 Demonstration Waiver. Following their 
presentation, they answered questions of Committee members. 

Sen. Hise: Thank you very much. We'll start with some questions and begin with Chairman Lambeth. 

Sen. Lambeth: Thank you, Chairman Hise. When you started the meeting, you said a lot's been done 
since we last met, and it's obvious you folks have been working very hard and you've accomplished a lot. 
We appreciate all the efforts to get us to this point and obviously a lot of work still to be done. We will 
continue to follow your progress and our progress as we go through this. I understand that CMS has 
issued a proposed rule that would actually support hospital supplemental payments in the transition from 
the fee-for-service to our managed care option. You mentioned the supplemental payments and you've 
been working on some options. That's certainly an issue we hear and have talked a lot about; we'd like to 
find a good solution. How does the proposed rule that CMS has actually proposed fit into your thinking? 
Is that a solution, potentially, that would get us where we need to be? 

Sec. Cohen: Thanks, Chairman Lambeth, for the question. Yes, it is a proposed rule. As we watched 
proposed rules in the past related to Medicaid and managed care, it's often several years until it gets to a 
final, which would mean we would be past the point of our implementation date for managed care. But 
recognizing that we are certainly looking at our options, and could we pivot if the rule would become 
final. I think it doesn't get us around the fact that CMS, as evident by some of the things that CMS turned 
down in our waiver, is not favorable toward uncompensated care pools or pools generally. They want 
money tied to Medicaid beneficiaries and I understand that. It's the way you can track quality; it's the 
way you track value. And so our waiver's consistent with their thinking on that. I think there are new 
opportunities, potentially, for us - how we think about glide paths. \\That's proposed in the rule would be 
for a three-year period only. We need to be changing anyway. But we can think about what that three-year 
period looks like and that's some of what Dave is alluding to and some of this new work that we're 
working on with the hospitals and want to come to you with the proposal. Either way, I recognize a big 
change for the hospitals going into managed care as well as this change around supplemental payments. 
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And we want to find the right glide path that will work for folks, and make sure they're going to take care 
of our beneficiaries in the best way possible. 

Sen. Lambeth: Follow-up? While you're working on these various options you'll bring back to us, do 
you have a timeframe to bring some options back to us to consider? 

Sec. Cohen: We know we need to ahead of the next session because that's where we have to lock these 
things down, sol think we'll try to do that as quickly as possible. 

Sen. Lambeth: We got a lot of emails in the last few weeks about the CAP/C program and the 
independent assessment process for the children currently receiving CAP/C funding. l know those parents 
and individuals are very concerned about potential changes. I though this might give you an oppottunity 
to comment because you've actually been very responsive to my emails and you've followed up with a lot 
of individuals. But I thought I'd give you an opportunity to give an update on where you are and the 
solutions you're looking at that people will actually be pleased with. 

Dave Richard: Rep. Lambeth, thank you very much for the chance to respond to that. CAP/C is for a 
waiver program that provides in-home supports for families who have medically fragile children. It is a 
really important program for North Carolina and the beneficiaries of those services are people that go 
through an awful lot. So we want to make sure the services are meeting their needs. Jnside of Medicaid, 
we are constantly trying to respond to changes at the federal level, as well as make our program more 
efficient. As you all are aware, we worked with the General Assembly multiple years back to create an 
independent assessment of our PCS program, so that when people entered the program there was no 
question about whether they were eligible for the program itself. As we're looking at the future of our 
non-managed care waivers that are going into the behavior health space right now, we're looking at a 
concern that CMS has raised around independent case management. We're looking a1. the efficiency of the 
program - ensuring that as we're bringing people into the program we provide independent assessment 
for efficiency and getting things done. I would take full blame for this - not quite at the level needed for 
families that wanted to move in this direction. There was confusion about what that proposal was. They 
responded us, the Secretary, to you, with their concerns about it. We have had multiple meetings with 
stakeholders including an advisory committee that was set up for this purpose some years ago for us to 
work with CAP/C family members. For the compromise, we're looking at some other proposals they gave 
us this week. We hope to get out by the end of the week a finalized proposal to the families and others 
that we would do the independent assessment when we first start the eligibility for the program. One of 
the concerns of families was having multi pie people come into their homes - the independent assessment 
agency and also the independent case management agency, which would bring two different folks in 
there. We believe in doing the independent assessment with a group that's not the case management 
agency to establish that they are eligible for the program. For the annual assessment that would happen 
afterward, the case management agency would continue to do those assessments. There's little risk we see 
that once a person is on the program they would not continue that eligibility and we believe we can do 
that monitoring by a process ensuring that the assessments are consistent across the board. We share that 
with many of the stakeholders. I don't think everybody is happy or thrilled with that, but there seems to 
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be an understanding that that approach would work for many of the stakeholders and would be one that 
meets the needs for the state of North Carolina. 

Sen. Hise: Chairman Dollar, followed by Rep. Murphy, Rep. Brisson, Sen. Robinson, Sen. Krawiec, and 
Sen. Tucker. 

Rep. Dollar: It's my recollection that there were some amendments to the RFP during the process once it 
was originally put out for response. Could you go over what the amendments were to the RFP? 

Sec. Cohen: I'll turn it to Jay Ludlam to answer. But, yes, one RFP amendment was technical changes. 

Jay Ludlam: The RFP amendment would have been technical changes. I think there was one place where 
21 pages were the same text as the 21 previous pages. We also needed to amend the RFP when we 
changed the response due date from the 12u1 to the l 9t11. I'm not aware of any substantive changes that 
have been made to the RFP. 

Rep. Dollar: If there happens to be a protest on the RFP awards, how will the Department address that? 
As someone alluded to a moment ago, this is how it looks if everything goes along. Of course, everybody 
knows it's not just going to follow along the script, necessarily. I don't know of any other state that's just 
followed the script. What plans do you have to address any protest? We 're inviting any, obviously, but 
we've had some of those in past major procurements in North Carolina. 

Sec. Cohen: Well thank you for the question, Chairman, and given that this is the biggest procurement in 
the Department's history,- $6 billion a year, we've obviously been putting a lot of emphasis on ensuring 
our process is as clean as possible. We're documenting things and have an evaluation committee. We 
have lots of lawyers' eyes looking at this. But we know that in anything like this, protest is possible and 
there's a number of ways in which we work through that from a legal perspective. Jay, do you want to go 
into some of the details? We can report back to you the process that our legal team would work through in 
terms of merit of those protests and how quickly they can be disposed of or whether or not we actually 
need to go into court to settle those. 

Rep. Dollar: Mr. Chairman, I'd like to ask one other question to you, Mr. Richard, because you 
mentioned it. You were talking about changes to l 22C, 108A, and 105. There was a report due to the 
General Assembly a few weeks ago about specific statutory changes. When do you anticipate that those 
specific request recommendations for statutory changes will be in the General Assembly's hands? 

Dave Richard: Rep. Dollar, we are working on that report. We had read it as being at the end of 
November to report back. I don't think we' II meet that deadline for the formal report, because as we walk 
through these more and more things become apparent. We hope to be sharing with staff over here the 
things that we're seeing ahead of time so that we're not waiting until the final report. Our intention is to 
begin doing that as soon as next week. 
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Rep. Dollar: So staff can be anticipating working with you all on that? 

Dave Richard: I think that's the best way were going to get this done. 

Rep. Murphy: Thank you, Mr. Chairman. Jay, this may be directed toward you or to the Secretary. 
Throughout this entire process, I've been very keen to how managed care is going to affect our providers 
in the state, and whether people will elect to continue in Medicaid given the fact that most of them lose 
money on Medicaid. You made mention, on page 14 of your project, that you were going to work on 
incentivizing providers to be in networks. Can you flesh that out a little bit? What kinds of things are you 
thinking about? The Secretary and I went back and forth that the pay scale, pay rates, are going to be 
stabilized. But what are we going to do to help ease the providers in - to say, hey this not a bad thing that 
you're coming into, it's something that we want you to continue? 

Sec. Cohen: First, Dr. Murphy, thank you for continuing to advocate for the providers that are in the 
Medicaid program and making sure to hold us accountable to what they're going through, because this is 
a big change. And we need to be sensitive to that and we very much are. I've appreciated our team really 
thinking through the ways in which we can try to minimize this. We can't get over the fact that we're 
moving from one payer to multiple payers. We can't erase that complexity, but what we have tried to do 
are things like centralizing credentialing, for example, so that you don't have to credential with every 
different insurance plan. And, if you're enrolled right now, there's a no-touch-you don't have to re­
enro II at the start of managed care. You stay on your normal cycle for re-enrollment with the program. 
We're trying to do things like standardize forms, whether contracts or prior authorization forms. We do 
have standardized pharmacy formulary, which I think will be helpful and standardized plan to plan. So 
folks may have different utilization management components on top of it, but at least the phannacy 
fonnulary will be consistent plan to plan. Jay, ifthere are others, do you want to add? 

Jay Ludlam: Again, thank you for the advocacy for our providers. As the Secretary said, we can't 
eliminate the added administrative burden of having multiple health plans replace a single state agency. 
So that is a focus for us. We have looked at different strategies, trying to standardize as much as possible 
across the health plans while still allowing them to do innovations. Tn order to support some of the 
providers, or at least protect them from health plans, we have put into the contract with the health plans 
that they would be expected to pay providers interest and penalties if they have late payment or deny 
inappropriately. We don't want our providers to absorb administrative costs that managed care companies 
might shift to them. We also looked at potentially doing liquidated damages but that money would come 
back to the state and that wouldn't serve us. So we wanted the money to cover the providers' added 
administrative burden if they got inappropriate denials or underpayments. The question on incentivizing 
providers to participate was related to our waiver ask. We expected that by doing a workforce study, and 
understanding where the major potential network gaps would be for our providers and our beneficiaries, 
that we would then be able to develop programs to incentivize provider participation in those specialty 
types or in those geographic locations. And that's actually what CMS turned down for the time being. We 
will continue to work with them and negotiate something that allows us to have that study as well as put 
together the programs to incentivize the participation. 
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Rep. Murphy: I appreciate what you all are doing because I think we've been on the same page about the 
folks that provide care for Medicaid patients in the state. They do it, not because they want to do it. They 
do it because either they have to do it, or out of a good heart, because it Just doesn't pay the bill. You 're 
seeing people retire early, move out of state, join hospital systems, where we all know that the cost of care 
then skyrockets. So I appreciate your efforts. It's a difficult time because there's so much pressure and 
regulatory burden being put on our providers that are good folks. I fear for them to be staying in 
medicine. We don't want second-class medicine in the state. 

Sec. Cohen: Ifl could just add one more aspect to that. I hope a lot of our independent position practices 
are going to take a Look at what we've tried to put in place - a pretty innovative model of Looking at care 
coordination in the Medicaid program - trying to keep care coordination as local and practice-based as 
possible, to have those funds flow directly to practices to be able to take on the care management and care 
coordination responsibilities. It's work to take that on, but opportunity for resources in a world with a lot 
of change, wanting to think about how we open up avenues for practices to take on that work. They're 
often doing a lot of care coordination to begin with. How do we get them the resources to do it in a 
formalized way? I'm hoping a lot of practices are going to look at our advanced medical home model and 
hopefully move to a place where they would consider being a Tier 3, which is working with a clinically 
integrated network and doing that care coordination. Back to your point - it doesn't solve all the 
problems, but I hope one more piece of the puzzle. 

Sen. Hise: Rep. Brisson. 

Rep. Brisson: Thank you, Mr. Chair, my question would be to Dave. Just when would the regions you 
were talking about strut up two and then go to four regions. What determining factors will be used to 
choose those first two regions to implement? 

Dave Richard: Rep. Brisson, I think you're referring to the Healthy Opportunities Pilots, right? And we 
will have an RFl that will go out for response, and then an RFP for people to detennine where best those 
regions will be. To be clear, they're not overlapping regions with the six regions that were described for 
the managed care programs. They have to be at county level regions and they can be multiple counties, 
but not necessarily at those. We haven't determined where they'll be. We're going to Look for the field to 
help us determine that in our responses to the RFP. 

Sen Hise: Sen. Robinson. 

Sen. Robinson: Thank you, Mr. Chair and thank you, Madam Secretary and your staff for reporting. 
Some of you know the questions we've gotten from providers before in terms of delayed payment from 
our system. Do you expect that there's going to be additional delay in payment as we move to managed 
care or am I misinterpreting how that might look? I still have some providers who have problems in terms 
of delayed payment. 
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Jay Ludlam: One of the early key areas that the Department and the Division will be watching closely 
with the managed care companies is, of course, around transition of care, but once that's done it will be 
about provider payment. We will be looking for the health plans to be making those initial payments and 
making sure and verifying that they're accurate. One of the design changes is that we have also created an 
expectation that we want to see a copy of the denied claims as well as the paid claims. So we will be 
looking at both in order to verify that the health plans are actually adjudicating claims timely and 
correctly, and, if not, that they're making up for that with interest and penalty payments to providers. 

Sec. Cohen: Just one thing to add is that we've also talked in our RFP process about having an 
ombudsman for providers, recognizing Dr. Murphy's point that this change is challenging. There will be a 
lot of new details. We want to have an entity within the Department to help folks navigate some of this 
that they can surface questions to and we can help to get the right answers. It will be a learning process 
and we're going to be needing to do a fair amount of technical assistance with our doctors and other 
providers to make sure everyone is understanding all of the details. Between Dave and myself, we talked 
to a lot of the physician organizations and now is the time for them to start to dig into these details about 
what managed care wiJI mean. They're going to be signing contracts, potentially starting in the February 
timeframe once we select the managed care companies. This is the time where folks need to dig into those 
details to understand what this will mean for them and for their patients. 

Sen. Robinson: Follow-up, Mr. Chair? What's the education process here? Beneficiaries are easily scared 
off from anything that's new. So what will be in place to educate beneficiaries about how you select a 
choice? What do you do, who do you contact, how do I get into this, and am I going to be lost, etc.? 

Jay Ludlam: That's a very good question. In order to engage the beneficiary we're taking a couple of 
different approaches. One approach, of course, is through the enrollment broker. And if you look at that 
contract that we ask the enrollment broker to bid on it requires a tremendous amount of education. And in 
different forums - public forums, print, online - we're looking for a number different ways to reach the 
beneficiaries just through the enrollment broker. We are looking to bring on an ombudsman, a beneficiary 
ombudsman, who will also be tasked with educating, but also monitoring, to make sure that the 
enrollment broker and the health plans are doing their jobs and performing as we would expect them to 
and then reporting back. This will be an independent beneficiary ombudsman. And then there's just the 
work that many of us on staff at the Department are engaged in - working with advocacy groups, working 
with stakeholders directly, trying to reach beneficiaries where they are, answer their questions, try to get 
them engaged, help them understand how this new managed care program is going to work. I think 
another component of it is the 90-day without cause period. We will be offering up to 90 days for 
beneficiaries to change their health plan for any reason. So there's nothing like receiving a card for a 
health plan that you may not understand or know how you've arrived there. But then to have information 
guiding you back to the enrollment broker and/or the ombudsman to get you that education so now maybe 
that person who couldn't be engaged during the summer can be engaged during the fall and learn more 
about it. So these activities of educating our beneficiaries around managed care will continue not only 
through the soft launch or open enrollment but will continue throughout the program. 
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Sen. Hise: Sen. Krawiec. 

Sen. Krawiec: Thank you Mr. Chairman. Sec. Cohen, thank you for being here. We appreciate your 
keeping us thoroughly updated and it's obvious a lot of work has been done thus far. As you recall, most 
ofus envisioned broad participation by the managed care plans as well as the PLEs for regional plans. 
Based on responses to the RFP process, can you tell us bow that's going? Has there been active 
participation with those PLEs? Can you just enlighten us a little bit on that? 

Sec. Cohen: So I want to be careful here, because we're in the midst of the procurement process, so I'll 
probably just refer you to our website with the eight folks who have currently bid or asked for their 
application to be reviewed by our evaluation team. That is going on right now. And you would be able to 
know by those names, some of which are traditional commercial insurance companies, some of which are 
newer provider-led entities. We will have mix of both and they'll still go through that evaluation process. 

Sen. Krawiec: Follow-up Mr. Chairman? Do you anticipate that we will have adequate competition with 
those providers? Do you see that as being adequate? 

Sec. Cohen: I can't speak to the outcome yet, but I feel good with the strength of those, particularly in the 
commercial space, knowing their investment and involvement in Medicaid and other places and their 
success there. I do feel that we have good applicants. But we put a bar pretty high of our expectations for 
serving our beneficiaries. And we want to make sure that everyone who participates as a partner with us 
meets those expectations, whether it's to do timely payment or to focus on care coordination. So that's the 
proc<:ss w~•n gu through now to find the right partners to match up with those cxpcctutions. 

Sen. Krawiec: Thank you, Madam Secretary. Thank you, Mr. Chairman. 

Sen Hise: Let me follow up on that just a little differently to clarify it this way. The original legislation 
proposed for four statewide entities and up to twelve regional entities. How many of those are submitting 
for statewide and how many are submitting for region? 

Sec. Cohen: That's not information I know, personally. That's something only the evaluation committee 
is privy to at this point. I can tell you what I've heard companies talk about, but 1 shouldn't speculate. 

Sen. Hise: Sen. Tucker. 

Sen. Tucker; Mr. Chairman, thank you. Mr. Ludlam, expound, if you would, please, on the enrollment 
broker. Some time back we found, I think in Guilford County, 800 or 8,000 applications for Medicaid in a 
drawer somewhere in a DSS office. Maybe it wasn't Guilford I don't remember, Sen. Robinson. But why 
are we employing an enrollment broker rather than using DSS like we always have? 
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Jay Ludlam: Thank you, Sen. Tucker for the question. We are required by federal regulation to hire an 
independent third-party enrollment broker. The enrollment broker vendor cannot be affiliated with a 
managed care organization nor can it be affiliated with the state. So it's a requirement of managed care 
that we hire an independent third party. 

Sen. Tucker: Follow-up, sir? 

Sec. Cohen: Let me clarify that the eligibility will continue to be done by the counties and the DSS 
offices. Eligibility is still going to happen the same way. Now they're going to have to do a second step -
"Now you're eligible for Medicaid; now you have to pick a plan." It's the "pick a plan" that the 
enrollment broker does. Eligibility is still with DSS; then we have to do that warm handoff. We have to 
work on making sure that goes well so they have all the information they need to now pick the right plan 
for them and for their family. 

Sen. Tucker: Follow-up, Mr. Chair? DSS is going to be handling that. So these folks, back to Sen. 
Robinson's question, are going to educate people about the health plan they have to help them choose it? 

Sec. Cohen: The enrollment broker will do that education piece for the selecting of the plan portion of it. 
So the eligibility is still done, meaning the documentation, etc., by DSS. The "pick your plan" part, so 
that folks understand what doctors and network, etc., will be done by the enrollment broker. 

Sen. Tucker: Thank you, ma'am, for that. Mr. Ludlam, you used a term "budget neutrality." That is a 
very incorrect word to use in government. I've never seen budget neutrality. It always costs more. When 
you state that, I understand that you have stated CMS requires a state not to spend any more dollars 1.han 
they're already spending. ls that correct? 

Jay Ludlam: That is correct. 

Sen. Tucker: I see in this proposal, some of the milestones, and the things that you have listed here an 
opportunity to have to spend more money. Is there a hard and fast rule you cannot? Because I can pick a 
few things here out, if you wish, that cost money, spending over and above what you have allocated and 
agreed to with CMS. The reason I ask - l was here when the Medicaid budget was $500 million and $400 
million over budget. I'm leaving and it's balanced and you folks have done a good job on that I'll give 
that to you, certainly. But I just don't want to see it get out of hand anymore. Help me with that. 

Sec. Cohen: I think you're right in saying budget neutrality is a strange term - it's a federal term. It is not 
something that I would then bring over to our state budgeting process. Essentially, budget neutrality is, 
with the 1115 waiver, to spend at least the same or less than if you didn't have the waiver at all. Now we 
know the way health care costs go, they go up. Inflation goes up, medical costs go up. So, it's not saying 
we're going to stay the same in terms of amount of spending. lt just means that ifthere was no waiver 
you'd spend on this line, and with the waiver you'd spend on that line. We feel very confident that even 
with these additional investments that navigate folks to the right setting for the right care at the right time, 
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managed care in of itself is meant to do some of that, to help us on the cost side. That's why CMS 
ultimately signed off on our waiver to say we are going to be budget neutral. That is different than what 
we need to do in terms of budgeting for the state. There's no getting around that we're going from one 
administrative cost structure with the state administering the program to multiple administrative cost 
structures. Managed care, as they go through their process, not in year one, not even in year two, but over 
the life of that five-year waiver, is looking to rein in the cost of the program and that's what we '11 see over 
the life of the waiver. 

Sen. Hise: Thank you, Sen. Tucker. Rep. Insko. 

Rep. Insko: Thank you, Mr. Chairman. We have the DSS departments that our constituents are familiar 
working with. Ifl had a constituent who ca1led DSS and said, "I've got this package here, but I don't 
really understand anything," will the DSS be required to send them to either your hotline that you have or 
to the broker? 

Jay Ludlam: They would be required to send them to the enrollment broker, which will be the hotline. It 
will be one number and if the beneficiary comes in "through the long door," we are working on trying to 
get everybody on the same page so that they can send them to the right place, with a wann transfer. 

Rep. Insko: Foil ow-up? I appreciate that you're taking steps to try to expand our provider base for mental 
health services. And we've all been concemed about too few providers. Should you just say that you had 
a proposal into CMS that has not been approved yet? That leads me to believe that you do not actually 
know where our provider gaps are. Do we know how too few providers we have and what kind of 
providers are where we need them? Do we have a map? 

,Jay Ludlam: I personally don't know ifwe have a map. I do believe we have a generalized 
understanding of where our provider gaps are. What we were seeking from CMS was a more targeted 
analysis of where our Medicaid provider gaps are. And that was what we were looking for - additional 
authority to investigate that. 

Rep. Insko: I agree that you need to have that across the Medicaid population - behavioral health and 
physical health, too. So you don't really actually have the kind of picture you want to have? 

Jay Ludlam: That's a better way to describe it. We don't have the picture that we want to have. 

Rep. Insko: Follow-up? So, you're going to be making some changes to 122C? 

Dave Richard: Yes, we'll be submitting to the General Assembly recommendations on changes to 122C. 
As you know, 122C is across-the-board for the mental health system. It is really complex, a lot of things 
that aren't related necessarily to tra11sfonnation but are impmtant. I think the General Assembly will make 
a decision on how deep they want to go into total changes in 122C. 
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Rep. Insko: As you move to tailored plans, do you know now whether or not the authority statute will be 
referenced? I'm concerned about losing the public system. Will that be changed or is it targeted? 

Dave Richard: I think we have the authority to move to tailored plans in the legislation that was passed. 
Certain things about moving to tailored plans should be considered in tenns of that, so we'll be 
submitting to you recommendations around larger issues. Recommendations will be about things that 
have to be changed in order to implement, and then broader questions about what the future of the system 
looks like. 

Rep. Insko: Okay, thank you very much. 

Sen. Hise: Chairman Dollar. 

Rep. Dollar: Thank you, Chairman Hise. You were talking about the 90 days, how you think it's going to 
work. So, let's say, in that 90-day period, an individual finds out they were auto-enrolled in a plan, 
something happens to them medically, they go to a provider hospital, etc. They get treatment and, in this 
instance, they're going to have to have continual treatment of some sort for some period of time to come. 
But, this is in that 90 days and they decide they want to change plans. So they exercise their right, l 
assume, at that point, and they change to another plan. How does the liability fall for follow-up medical 
visits, and continuing treatments that were authorized when the individual was covered under, let's say 
Plan A, and now they're going to be enrolled at whatever date in Plan B. How does that follow? Does 
Plan A have to continue to follow through on that patient with regard to what happened to them and the 
subsequent therapies and treatments and all? Or when they change to the new plan choice their follow-up 
treatments become a part of the cost for the new plan? 

Jay Ludlam: That's a great hypothetical that brings in a lot of different things to be considered. From a 
strict liabi I ity standpoint, and I'm somewhat speaking off the top of my head, l would have to refer to the 
actual contract that the health plans will agree to. The RFP outlines what we expect. I believe that 
physician costs are date-of-service driven and, therefore, the liability will fall with the health plan that the 
beneficiary is a member of on that day. For those costs that are inpatient costs, T believe until the 
individual is discharged, those liabilities will remain the liability of the original health plan. So that's just 
from the strict financial liability standpoint. Of course, there are transition of care considerations, working 
with both the physician as well as the new health plan. Ensuring care of the beneficiary is carefully 
managed during that transition is very important. And we have also outlined in our contract with the 
health plans those transition of care procedures and policies we expect them to follow. 

Rep. Dollar: I think scenarios like that and a hundred variations are a major concern of a lot of the folks 
in this room and elsewhere in tenns of how these various transitions are going to be managed. They're 
still lots of questions about how the variety of transitions are going to be managed and how they're 
actually going to operate in the real world. That's going to be a major challenge when plans go live. 
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Sen. Hise then recognized Dave Richard, Deputy Secretary for NC Medicaid, DHHS, who noted that a 
corrected slide deck had been distributed. Dave Richard presented agenda item IV. Medicaid and NC 
Health Choice Enrollment and answered questions from Committee members. See Attachment 4 -
Medicaid and NC Health Choice Enrollment. Roger Barnes, Chief Financial Officer, Division of 
Health Benefits, DHHS presented agenda item V. Medicaid and NC Health Choice Financial Update 
and answered questions from Committee members. See Attachment 5 - Medicaid and NC Health 
Choice Financial Update. 

Rep. Dollar: What are other revenues? 

Roger Barnes: Other revenues come in with our supplemental payment plans, where we pick up 
additional dollars from the assessment tax that we have on the hospitals. Any of the other unidentified 
cash that isn't there immediately to identify is in other revenues, then once it's identified it will go against 
the proper account. 

Rep. Dollar: But majority of that is the supplemental payments that we've had this part. 

Sen. Hise: Let me just try to get why this is balancing differently because other revenues is a small 
portion. Why would expenditures in federal revenue, if it's a two-to-one match, only be moving 2.4 
percent, yet state is moving 21 percent? 

Roger Barnes: It is a timing issue, primarily. We also had a slight change in October which you will see 
at next year's or the next month's JLOC with your federal revenues. Bul majority uf il is liming, our 
claims payment lag of coming in and paying off the expenditures in state appropriations. 

Sen. Hise: So, ultimately is the state appropriation closer to the 2.4 percent the feds paid in, or the feds 
should be closer to a 21 percent decline? 

Roger Barnes: T think the state appropriations would be closer to the 2-point percent. 

Sen. Hise: Rep. Murphy. 

Rep. Murphy: Thank you, Mr. Chairman. T've been down here three years and every year T've seen the 
Medicaid budget under budget when we haven't gone to managed care. And now that we're going to 
managed care what's going to happen to that $240 mill ion that we 're under budget if we go under budget 
again? Does that just go to the managed care organizations? Where does that go? 

Sen. Hise: From what's designed in the program, other than potential changes in-enrollment, it will be a 
flat-lined budget. It will come on much closer to what we predict. We pay a per member per month to the 
companies. So what the state expends will be consistent with whal Lhe slalt ut::lennines to spend, not hit 
by flu outbreaks or other things. As we see these expenditures grow or don't hit as we see expenditures 
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decline, all that's within the Pl-IP. We will now pay a defined per member per month amount to the PHP, 
much more consistent with what do in other budgets across the state, for a very large percentage of our 
Medicaid recipients. 

Rep. Murphy: Follow-up? Therefore, when in calculating exactly what per person payments will be, 
what type of variance is usually given to those? 

Sec. Cohen: You're getting into how much we're paying per member per month to the insurance 
companies. In the RFP we put out very extensive rate tables that our actuaries built up, made some certain 
assumptions about costs and such. I'm happy to walk through how those assumptions came to be and how 
we made decisions about where we anchored those numbers. We make sure we cover costs for the 
insurance companies and you build in administrative costs, profit, those kinds of things, in addition to the 
medical expenditures, and we come up with a number. And the rate tables are out there right now. We are 
going to update those rate tables based on our next cycle of data. We have our actuary firm crunching 
those numbers right now. That's how we go about coming up with how much we are going to spend per 
member per month. And, of course, it's going to be a global number. Any time you do that it's going to 
be a global number where some people will spend a lot less than that number and some will spend more 
and, on whole, actuarially, that's the right way to cover the cost for the population. And ifI could just say, 
Senator, you 're exactly right in terms of the budgeting. I will say the next few years are going to be a mix. 
We're going to have fee-for-service payments continuing, as we will continue to have folks in fee-for­
service in the state-administered component of Medicaid. We will have a lot in managed care, but not all. 
So, our budgets the next number of years are going to look different than our budgets have in the past. 
We're going to moving from the system that pays retrospectively-you bill us then we pay you back - to 
a prosp~ctive system where we're going to pay per month. At some period of time that means we're 
actually going be paying twice, because we have to pay the runout claims and we have to pay 
prospectively. But the General Assembly very much has lrnown this and is saving for that sort of overlap 
period. The budgets will look very different in these next number of years because of that. So it's hard to 
take those numbers that you're seeing - 240 are we going to see 240. I just want put the marker out there 
that those numbers are going to look very different as we move forward. 

Rep. Murphy: Flesh this out for me also, because I never really truly understand this. I understand the 
capitation part on a primary care-type physician, but, for example, somebody comes in with appendicitis 
you haven't contracted with a general surgeon to cover them. How does that work in a managed care 
environment? Or somebody comes in with a kidney tumor and I take care ofit. That's not planned upon 
me. I'm contracted ,vith me. 

Sec. Cohen: We have said to the managed care companies, you must cover the things that Medicaid 
currently covers. And then you must show us you have a network that can allow for those kinds of 
services to be provided. And so it may not be with you, but they have to show us that there's going to be 
urologists in their network that can do both kinds of services to cover the benefits. And so that's the 
process that we are going through right now and saying here's the rate: "Who thinks they can do this job 
for this rate and provide this kind of network in order to provide the services?" It's exactly what we're 
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going through and is now the managed care company's job to say, "I need to build a network. I need to 
talk to all the urologists out there and make sure that we have who we need in our network so in case 
someone does come in with x, y, or z issue we can get it taken care of." 

Sen. Hise: In talking about the budget part, we've anticipated putting aside about $300 million at 
opening, because anytime someone has a service they actually have up to twelve months to submit the 
claim, so if they had a service in December it can be a year before we actually pay it and that's not paid 
by the managed care company; that's still paid by the state, but now that we do this rollout it's going to be 
much longer than a year, as well, that a service could still be there. So, we'd originally anticipated to have 
about $300 million on January 1, to begin paying those claims. Now it looks like that process is probably 
spread out over two years and we'll probably need to look at breaking the budget into payouts for those 
claims and designating the funds those come to rather than this one-size-fits-all budget we've seen up to 
this point. 

Rep. Dollar: Rep. Murphy, I think that you swerved into a really critically important point in the 
hundreds of millions of dollars. And that is if you looked at the Florida example after the first year, you 
had a number of the plans coming back to the General Assembly, asking for hundreds of millions of 
dollars more. There were lots of disputes as to how those claims were being calculated and I'm not 
picking sides in that dispute. If you go back and look at what happened in Florida, you had some real 
interesting dynamics between the initial expense of those plans and what they thought was appropriate 
and what they actually received and how the calculations were done. In California, the past year or two, 
they paid out too much money and MEDCAL was in the process of trying to recoup money from plans 
because they had actually overpaid in the hundreds of millions of dollars. So, trying to get the eolrlilocks 
scenario and get it right is going to be an incredibly difficult challenge for everyone - plans, the 
Department, General Assembly. 

Sen. Hise: I think we kind of rolled into the fiscal budget side,just wanted to make sure we can cover the 
anticipated impact of implementing the IMD component of the waiver January 1, in the budget from one 
of the questions we'd submitted. Make sure we didn't miss that. 

Dave Richard: We believe it's less than $1 million to implement that for the rest of the fiscal year, and 
we would require no additional dollars from the General Assembly to make that. 

Sen. Hise: Rep. Dollar. 

Rep. Dollar: And I hope that this isn't repetitive to what Chairman Hise just said. So when do you plan 
or do you already have available for the General Assembly the Medicaid transformation budget forecast? 
There was a budget forecast that was supposed to be presented to the General Assembly in this timeframe 
as l recall. Can you give us the status of that? 

Sec. Cohen: Yes, we are definitely working on forecasting what the managed care program will look like. 
This is a hard number to come up with exactly what you were talking about here - the goldilocks thing 
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and we're trying to get it right. We know that managed care in the first number of years is actually going 
to cost more money, as I just mentioned. Not only are we paying both retrospectively and prospectively, 
we have to build in some additional administrative costs, a lot of operational expenses that we see early 
on. Now that we have finally put our pens down on the waiver, at least we know what components of that 
will be included. So I think the team is crunching numbers now to understand these. They're a slice in a 
moment in time. We will know now, but that will evolve over time as we start to get experience with 
managed care, and that will need to be continually updated as we move through the process. 

Sen. Tucker: When you use budget neutrality, talking about this budget, when the Department makes 
application to CMS you always set those projection very high so that the managed care companies can 
always hit that number or will hit that number and look very positive. Don't you set those numbers very 
high? 

Sec. Cohen: There are two different things we're talking about here. When we're negotiating with CMS 
for our budget neutrality room we, as a state, want to get the most favorable view possible from the 
federal government to give us the most flexibility. Then we come back here to the state to budget, figure 
out what are we going to spend on these managed care companies, and set those rates. I think they're two 
separate processes. I think we did our working with CMS, to say this is what we think the projections will 
be and the best deal for North Carolina. We come back to North Carolina to budget for managed care and 
build those rates, because it all comes back to those rates. What are we paying per person for that 
enrollment with a managed care company? We have our actuaries go through these complex actuarial 
tables and look at our current data and utilization patterns, trends in medicine, and take all of those things 
together. It's their whole job. And put that together to come up with a number to say this what we'll pay 
for the number of people you enroll in Medicaid. So, it was different than the federal budget neutrality 
work that we needed to do. 

Sen. Tucker: Mr. Chainnan, follow-up? Madam Secretary would you not know your baseline number 
when you project the high number for CMS in your application? Don't you already know your baseline 
number because the actuarial numbers you run parallel with them, what's the difference? 

Sec. Cohen: So the short answer is yes, we do. We're projecting both what we would have spent if there 
was no waiver and what we would spend if there is a waiver. But that's not all of the components of 
managed care. That's what the confusion is. So, in the 1115 we had to show budget neutrality just for the 
1115 component. But we know managed care transition is so much more than that and that's where it 
comes back to us needing to budget here to know how we are going to actually make budget year to year. 
It's just a little apples to oranges but what we would be happy to do is have some of our actuaries come 
and sit down, both with how did we go through the federal waiver budget neutrality piece and then how 
did we build the rates. 

Sen. Tucker: Just one more question. Is there any coffelation between the flatline on Medicaid 
enrollment and low employment in the state? And do you correlate that number at all? Because if people 
are going to work and not be dependent upon Medicaid and they get benefits at an employer, do you have 
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any correlation between that and does that over a pattern of years, if the unemployment ticks up like it 
was at one time, does that mean more people are going to be on the rolls? If it goes down Like it has 
doesn't that mean Jess people on the rolls? 

Dave Richard: Sen. Tucker, T think intuitively we believe that's correct and we've also worked with your 
staff in trying to take a look at some of these things, sorting it by county-by-county enrollment trends, it 
doesn't necessarily equate. So we think there's something there, but we haven't been able to figure out 
the exact correlation to that. 

Sen. Hise: Any other questions? 

Sen. Hise recognized Dave Richard who presented agenda item VI. NC Tracks Enhancements to Detect 
and Prevent Fraud, Waste, and Abuse, and answered questions from Committee members. 

Dave Richard: A kind of quick, high-level reminder that the General Assembly had directed us to use a 
process by which we added Pondera Solutions to look at the eligibility system in the Department's 
program, to make determinations, through an analytics process, of people that were no longer eligible for 
Medicaid that would show up on rolls, people that may be in prisons or moved out of the state, as a key, 
high-level concept around that. We would use that with our existing vendor - CSRA, which is an 
NCTracks program, to review those efforts. In the implementation of it, we found places in which we had 
to make changes in the CSRA system to be able to add into this. That supported some of the delay in our 
efforts to move forward. As we go through this process, I think we 're going to get better at determining 
how to manage it, but we also were going to use this as a way to find out how well our current system 
works, and whether or not we were actually seeing whether people should off the rolls because of these 
other reasons. And we figured there would be an overlap there and then it would be actually that group of 
folks that we didn't catch through regular system issues that the Pondera system did. That would be the 
place where we would see the potential benefit on it. So what you'll see in our letter in response to a letter 
from Sen. Tucker is that we had some delays in this. And the delays were in systems issues, and 
secondarily, helping our partners at DSS - because they have a responsibility in this work also - to make 
sure that they're able to respond back to us, whether or not individuals were already caught or whether off 
the rolls, and those other areas. And that, in itself, also created some time delays in this effort. We're 
getting significantly better with our DSS partners, and, as you know, some DSS agencies have more 
resources than others. So we're working with them to figure out how to manage this in the best way 
possible. But the short answer to the list of questions is that we did find, as we went through the rolls, that 
there are people that have died that are still on the Medicaid rolls, more than were identified through the 
DSS process. So the number that we were able to submit for this latter period of time is that were about 
15,000 people verified as deceased. Our existing tools caught about 11,000 of those folks, which means 
there was another 4,000 folks that we were not catching through that process that we currently use. But in 
this situation, and I'm going to make a distinction about our future system and how that will work, what's 
also important is that we get those folks off the roll. But it's also important to note who used benefits, if 
somebody that wasn't on the roll used benefits. And there are some cases that someone may have been 
deceased, but because of delayed claims, we would see a claim come in later. Of that group, we find that 
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106 of those beneficiaries, identified as deceased, actually were shown as overpayments to somewhere 
and we're in the process of recouping that. There were a total of ten beneficiaries that should not have had 
claims submitted and there was about $5,000 on this period that we're recouping on that side. On the 
incarcerated beneficiaries there were 4,500 recipients that were verified as incarcerated. Our existing tool 
caught 3,700 of those individuals, and the Pondera system caught another 850, uniquely identified. Of 
that, 11 beneficiaries for a total of about $3,000 in potential overpayments, which we're investigating. A 
total of $16,000 in claims were denied for 17 beneficiaries. So we did have that impact. 

On the out-of-state beneficiary count, when people leave the state or iflet us lrnow they're leaving, if 
we've indicated that, there were 1,700 recipients that were verified as residing outside of North Carolina. 
We'd caught 1,600 of those. About 150 individuals were out-of-state, in which we found ten beneficiaries 
that received services for a little over $200. And there were potential overpayments we're investigating 
that could be up to $27,000. Now those numbers are small and I want to be clear in terms of the dollar 
amounts and the total Medicaid program we have. But where you'll see a benefit for us as we're moving 
to managed care, for instance, is as we pay a per member per month on those individuals. So anybody we 
find in this process that helps us pay the proper payment for our managed care claims will help us based 
upon that PMPM. Tt's not going to be based on claims at that point because we will have paid the 
managed care company the money upfront. And we'll continue to do this work with Pondera to make sure 
that we are getting the best benefit out of this for our current system because there'll still be a lot of folks 
that are not inside of managed care that will want to make this work, and as we make sure that we're 
getting the best use out of it. So the message I want to make sure l give to the Committee is that the work 
is really important to us. We have done the changes inside our systems. We're working with our locals 
DSSs to ensure we can provide the support they need. We'll continue to use this system and continue to 
try to improve on it as we move into our managed care system. 

Sen. Hise: Any questions Sen. Tucker may have about his favorite contract? 

Sen. Tucker: Thank you, Mr. Chairman. And I just want to share with the Secretary and Deputy 
Secretary Richard the comments 1 made earlier about how intelligent and bright and wonderful you folks 
are. I really meant those, even after this line of questioning. I think it's worth going down the history road 
here and this all started out of a comment that Secretary Richard made when he said to us, some three 
years ago, that the DHHS did not chase claims below $150. And I asked him at that time how much 
money or what the guesstimate was and he stated to me that it was probably about $250 million a year. ls 
that correct Secretary Richard? 

Dave Richard: Senator, I don't recall saying the dollar amount. but it is correct about the amount the 
claims that we did not go after because of the cost of going after those claims. 

Sen. Tucker: May I ask this line of questioning without doing a follow-up? Sir, do you remember that 
after you made that statement I said I wanted to start a business and that I would only take ten percent of 
what I collect and at that juncture T could make $25 million dollars a year? You obviously don't 
remember that, correct? 
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Dave Richard: Sen. Tucker, T remember you making that statement, but my recollection was also after an 
auditor report. 

Sen. Tucker: Okay, alright. So he made that statement and I went to NCTracks because we had problems 
with NCTracks. And while talking to the vendor, they told me that there was a set software that scrubbed 
the Medicaid rolls in California called Pondera. I brought that idea back to you. Is that correct, sir? 

Dave Richard: Yes sir, that is correct. 

Sen. Tucker: So J brought that idea back to him and then after two years we finally have it implemented 
or a year, or a few months - it doesn't matter. But let me just share with the public that there was an 
opportunity for DHHS not to spend one dime on this software. And it's my understanding that you spent 
about $750,000 implementing that. Would that be correct? 

Dave Richard: I don't have the exact number but that sounds correct Sen. Tucker. 

Sen. Tucker: Right, we spent $750,000, but we had a game share program where the software 
manufacturer whatever they found in fraud, waste, and abuse they would take one-third, the vendor with 
NCTracks would take one-third, and the State would take one-third. DHHS chose not take the free option. 
And my point - the reason you didn't take the free option is because you could not control the criteria of 
which the rolls were researched by the Pondera software. Now, Mr. Richard, I have a great deal ofrespect 
and we've gone round and round for eight years, but, surely, you don't think the public and I and this 
Committee are naYve enough to think that something that has never been done to 1.6 million enrollees can 
only generate $49,000 worth of fraud, out of 1.6 million. Then you mentioned today your existing 
systems found 3,700 and Pondera only found 800. Well, where in the hell has your system been the last 
twenty years if you all were scrubbing the rolls and doing what you're supposed to do. I do not think that 
you folks really want to know how bad it is. The game share program would have been the cheapest way 
and we could have really researched these vendors to see if they were committing fraud- 127 fraudulent 
claims only generating $49,000, out of 1.6 million recipients. Ridiculous, ridiculous! And then there's no 
mention of the double-dipping that may be going on with LME/MCOs. I have no idea about that. I'm a 
taxpayer and I really will be a taxpayer in about thirty more days. And I leave here with this: we can't 
spend this money: $750,000 to get $49,000 back. No business person in the world would do that deal. 
And I'm just disgusted with the lack of what we found. And then I hear the Medicaid expansion train 
coming down the track. I hear it loud and clear with the last election and everything else. And we can't 
find out who's doing fraud in this state at a bigger number than 127 cases and $49,000? And you expect 
to put 600,000 more people on the Medicaid rolls. Your system can't handle it. You can't handle it. And 
that's just the way J feel about it. And you know you can respond any way you want to. I'm leaving here, 
so you won't have to hear my chime again. But I can tell you that we owe more to the public by finding 
fraud, waste, and abuse because that's thrown around on the federal level and it's thrown around on the 
state level. Here we have an opportunity to turn the balance up on software to get at who is abusing the 
system and we refuse to do it. Thank you, Mr. Chairman. 
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Dave Richard: Mr. Chamnan, I would like to respond just briefly. Again, Sen. Tucker 1 do have great 
respect for you and your role and what you're trying to do with this. I'd like to add a couple things. One -
what we responded to is very specifically what the Pondera system has done. It doesn't mean that the 
state isn't doing more work and significant work around fraud, particularly around provider fraud which 
we think is where the ability to find more dollars would be than the beneficiary side. We have 
implemented and continue to implement more analytic systems there. We can certainly come back to you 
with the kind of work that we 're doing. When you do that on a provider side, you actually prevent fraud 
by the way we do it. So we do, as you know, post-payment reviews and it requires a very significant 
amount of work from providers to do that. We believe we offset a lot of potential fraud when we do that 
work. Again, I appreciate your point and your concern about this, but this is not the only method that the 
agency uses to detect fraud. And we do a reasonably good job at avoiding those fraudulent claims that 
come through, especially on the provider side. We don't think there's any beneficiary fraud, in terms of 
the way this system works. You 're not going to find a significant amount of do liars from there. We do 
think in managed care this will be a helpful tool, a broader tool. If we find people that shouldn't be on the 
rolls early, we will take them off those rolls. Related to any other conversation about what happens in the 
future of our program, l think that we have demonstrated over the years that we have the ability to 
manage it and continue to do that. And that the question about who's eligible and how that works, we 
continue to implement the programs that we've all agreed to with the state auditor and what we're doing 
with the local DSSs. Those programs have paid dividends. We will continue to work with Pondera and 
with CSRA to make sure that we make the adjustments that are necessary to continue to use this system at 
the best of its ability. 

Sen. Tucker: Follow-up? If we've generated $49,000 in fraudulent claims and you talk about the system 
and you !mow we had that posterity or program or whatever we spent all that money on, l don't 
remember. The guy was supposed to check on fraud, he's not here anymore. We only generated $49,000. 
Your existing system has generated what to catch fraud? How many dollars? 

Dave Richard: Sen. Tucker, I do not have the number for you, but we will come back. 

Sen. Hise: Identifying individuals who aren't in the system is much more important moving into 
managed care. Can you identify for the programs anyone who's had no expenditures within a year? lfyou 
have someone, for example, in the aged, blind, disabled category who's had no expenditures within a year 
under our Medicaid that may be an additional indication that they have moved states or left, or other 
things. Hopefully, we can weed out some of those before we get to our per member per month cost. 

Dave Richard: Sen. Hise, your question is as we look at our beneficiary list, can we cross-reference that 
with any claims that we would have on behalf of that beneficiary? Yes we can. 

Sen. Hise: J'm interested in that kind of number and investigating those individuals a little more to make 
sure they should be in, before we start paying so much a month for them. Any other questions or 
comments? 
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Sen. Hise recognized Mattin McCaffrey, M.D., Director, PQCNC, who presented agenda item Vil. 
Perinatal Quality Collaborative of North Carolina (PQCNC) Data Needs and answered questions 
from Committee members. See Attachment 6 - Remarks to Medicaid Oversight Committee. 

Sen. Hise: Thank you, Dr. Mccaffrey. Have you had any conversation with the HIE yet, Health 
Information Exchange? 

Dr. McCaffrey: No, we have not. 

Sen. Hise: Is it the classification of your organization under UNC that creates the problem? 

Dr. McCaffrey: We are in UNC. I'm not sure where necessarily the problem is. What we have been told, 
especially by public health, is that we are not recognized as a state agency that's acceptable to receive this 

data. Although the Medical Care Act looks like other types of folks beyond the state agents receive this 
data if you're doing the right type of work. 

Sen. Hise: I think it's probably easiest ifl ask Madam Secretary if you can coordinate a conversation 

with them and the HIE and your Department and come back to us with specific recommendations? 

Sec. Cohen: Sure, as you know we don't run the HIE so T don't wantto speak for them in tenns of the 
data pieces, but I'd be happy to facilitate a conversation. 

Sen. Hise: We can get them at the table, I'm pretty confident. Sen. Krawiec, any questions? 

Sen. Krawiec: I think I read somewhere in your information, Dr. McCaffrey, that we are only one of two 
states where this information is not available. Is that correct? 

Dr. McCatirey: Yes ma'am. There are 22 states right now that are Ailvl States, and we are one of the two 
that do not have access to this data. 

Sen. Krawiec: Follow-up, Mr. Chairman? I read the act also and it seemed clear to me what your charge 

was and that the information should be available to you. It seems simple, like a very simple ask, and T 
can't believe the complications that you've had to go through to try to get information that you are in my 
opinion already able to do. I'm so glad you're here today when we have all these fine folks here that 

maybe can help us figure out what the solution might be. So thank you for being here. 

Rep. Dollar: I'm sure you've done some work on this in the past - low birthwcight. That's an issue that 
has been a challenge for the state for a number of decades, actually. And there have been initiatives at 
different times to try to get birthweights up. I'm just curious in terms of the work that you've done in 
terms ofbirthweight and, more broadly, infant mortality. 
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Dr. McCaffrey: Thank you, Representative. I would move beyond birthweight; l'd say prematurity. 
Birthweight is one issue, but prematurity is a second issue as well. A project we worked on in the past 
included the 39 Weeks Delivery Project, looking at reducing late preterm. We expect we will see a similar 

probable reduction in late preterm deliveries as we work on the Primary Cesarean Section Project. We 
just completed a project we called CMOP, Conservative Management of Preeclampsia. And with that 

project, we reduced numbers of non-indicated preterm deliveries less than 37 weeks, for mother with 
hypertensive disorders of pregnancy by about 70 percent in the groups that participated. So we've done 
some pretty good work with this. That project, in particular, was extremely successful but we had 25 

centers. We had about 40 percent of the hospitals doing deliveries in the state in that project. So we didn't 
have what we have for participation right now with AIM. The reason we think AlM is so important is that 

obstetricians have really rallied around AIM; it's sponsored by ACOG, their flagship organization. And 
they are very willing to pursue quality improvement throug)J. A TM. So we're trying to use that as the 
carrot to try and get folks engaged in the work we're doing. Otherwise, we've got volunteer folks. In the 

projects we're doing there are the models. California, for instance, has said that if you want to get Medi­
Cal maternal or newborn payments you've got to belong to the CPQCC or the CMQCC, the California 
collaboratives for perinatal and maternal care. We haven't had a hammer like that to wield, but we have 

had a coalition of the willing. We've had folks who really want to do this work, and that's one of the 

reasons we've been very successful in the work that we've undertaken. But we haven't had quite the 
spread that we would like to have. lt's increased with AIM; it's going to get better, but we hope for even 

more down the line. 

Sec. Cohen: Since the Committee is spending some time on the importance of early childhood health, I 
want to point out that right now the Department has released an early childhood action plan on health, 

safety, and learning and l'd encourage folks to take a look at it It's in draft form now and we're taking 

comment on it. 

One of three pillars, childhood health, is about infant mortality, pretenn birth, and low bhthweight. Sen. 
Krawiec, I know you've been taking a look at that as an advocate for kids and families. I think that will be 

a really important document to help us all in the state align our resources and our time to make sure that 
we're doing the right investments that we need for kids and families, because l do think that kind of 
investment is not only right for the kids in the moment, but our future workforce. Think about that from a 

jobs perspective as well. 

Dr. McCaffrey: Reducing the preterm birth rate is really challenging due to so many factors. Ohio has 
really done this pretty well - demonstrated, written, and published on it. The Ohio Perinatal Quality 
Collaborative ran a project looking at 17 ~hydroxyprogesterone, which we know is a great treatment for, 

moms who have had prior pretern1 birth, 30 to 40 percent prevention of a future preterm birth. So it's a 
relatively small number who are eligible for this, but it can have a huge impact. Ohio demonstrated that 
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they were able to actually drop the true, real preterm birthrate by executing a statewide project looking at 

l 7P, 17-hydroxyprogesterone. It took a lot and the people at the table here are capable of doing this. We 

have done 17P in North Carolina through a couple of different projects that run through the Child Fatality 

Task Force. UNC has attempted to really run with this and get 17P introduced across the state. We 

haven't as a state taken it on as a statewide QI pr~i ect, and I think that's something that's right for us. It is 

challenging in the sense that it's inpatient and a lot of outpatient. It is challenging that you get into access 

to care issues, because for moms to get I 7P it's a shot every week, starting at about 16 weeks through 34 
weeks or so. So how do you get folks to the doctor to get a shot every week? Are there innovative way 

that we can make that happen? That's another potential project for us to tackle, which we have not 

because there are other interest that have been engaged in that. 

Sen. Hise: Sen. Tucker. 

Sen. Tucker: My last meeting, I got to get it all out. Madam Secretary where do we rank in comparison 

to other states in infant mortality and in low birthweight? Where are we in 50 states available? I think 

President Obama said 53. Which one of those, where do we rank? 

Sec. Cohen: Infant mortality is an interesting statistic. We rank about 37th out of 50 in terms of infant 

mortality. But the important part of looking at infant mortality is to break that down by county, because 

there's such a variation county to county. We're doing pretty well here in Wake, okay in Mecklenburg. 

It's where we get to the rural parts of our state, particularly those that are African-American in the rural 

parts of our state. Those two confounding pieces together are really bad. The infant mortality rate overall 

for ihe nation is around five. Which means five in 1,000 births don't make it to their first birthday. In 

North Carolina, it's about seven babies in 1,000 who don't make it to their first birthday. Tfyou live in 

rural western or eastern North Carolina, it's about 18. So that's African-American and rural together. 

That's not acceptable; it's why one of my major focuses has been on early childhood. We're trying to put 

together all of the collective resources. There is no one silver bullet; there is no one project that's going to 

fix this. It's a very complex issue, and there are a lot of lessons to learn from around the country and 

around the world on how they've made improvements in this space. USA Today had an extensive article 

about maternal mortality and it speaks to what's going on in infant mortality as well, clearly room for 

improvement here. We know that infant mortality has a lot to do with moms' health and moms' access to 

care. The opioid crisis is certainly further straining our ability to make progress in this area and that's why 

we're doing a significant investment in maternal space for opioid treatment. 

Sen. Tucker: Mr. Chaitman, I think near and dear to you would be expansion for nurse practitioners, 

PAs, and those folks willing to go to the rural communities and work, which could certainly help with this 

particular issue, even in Pill Cuuuly. 

Sen. Hise: Specifically nurse midwives in this area. 
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Sen. Krawiec: Thank you, Mr. Chairman. I would ask Dr. McCaffrey ifhe would touch base with us in 

three months. Advise us as to what kind of progress you' re making; come back and let us hear from you. 

Dr. McCaffrey: Yes ma'am. Absolutely. 

Sen. Krawiec: Thank you. If that's okay with Mr. Chairman. 

Sen. Hise: It will probably be a regular meeting versus oversight because the session is getting ready to 

start. For his last request, Sen. Tucker wants to ask about the child welfare program. 

Sen. Tucker: Thank you, Mr. Chainnan. I think I preempted this question in talking to Deputy Secretary 
Richard or whomever they had with NC FAST last week. I received a text from Sen. Barringer that stated, 
and correct me, NC FAST asked for $500,000 - $1,000,00 to test whether the child welfare module of NC 

FAST will work or not. Is that ttue? 

Sec. Cohen; No, I don't believe that's true. We did ask for some additional funding to make sure that we 
could roll out NC FAST in the way I think we both want it to be done. And I think we both shared our 
frustration with the system -that it is not perfect. We've taken a pause on further implementing it, while 

we can make enhancements. We found that within our own budget. This about trying to get everyone on a 
system where we can share data across counties because we know families move and children move and 
we want to be able to share that information to protect kids across county lines - why you all went down 

this path in the first place and 1 think it's very important that we get there. We have taken a step back and 
really done a re-look at NC FAST and how it works. But as you well know, sir, we have a hundred 

counties doing a hundred different mechanisms for child welfare. It's not just a technology issue. That is 
certainly a large component ofil, but this is also that everyone's doing their business a hundred different 

ways and so we have to not only change the technology which is hard, but we also have to change 
everyone's business processes which is hard, and I'm very sympathetic to that. And I don't want children 

and families to suffer while we're fixing our end. So we're very much trying to keep our eye on the ball 

there. But I think we're making slow but steady progress. 

Sen. Tucker: Thank you Mr. Chairman, just one comment. First of all, I'm a child of abuse, I grew up in 

an alcoholic home, so this is near and dear to me just like the foster care is. In 2015, Sen. Hise, Sen. 
Barringer, and I put in the budget to take an off-the-shelf software program that was already implemented 

in Indiana, bring it off the shelf, and have a child welfare protective services. I'm from the county where 
the child had the chicken around its neck and was burned with an electrical wire by the child protective 

services supervisor from DSS in my county. And we still have, after four years, NC SLOW as I call it. I 

know you inherited this, but, ladies and gentlemen, these are children that don't vote, that don't give 
money, and after four years in this agency, DHHS and Sherry Bradsher begged me not to put it in the 
budget and we all agreed to take it out. And here we are four years later and she's gone to work for a 

23 



Joint Legislative Oversight Committee on Medicaid and NC Health Choice 
November 26, 2018 

company that told us it doesn't work. We had articles from Great Britain about it. We had articles from 

Ontario, Canada about it. We are the guinea pig for IBM. Somebody needs to go back and look at all 
those contracts, scrub those dates, and, damn it, if they missed something we ought to sue the pants off 

IBM. Because while we're here, children and DSS social workers walk into trailers and have no idea what 
they're walking into, because in 2018 we don't have a child welfare system that's real time for them. 
Guys, if you all can't get this done how in the hell are you going to expand Medicaid? 

Sec. Cohen: I'm going to miss you - I will. I don't think anyone is as fierce an advocate for our kids in 

North Carolina as you are, and I'll really miss you. We need you to keep the fire on this and l hope that 
you will continue to do that in your other roles. You and I share that same frustration here. But every day 

I have to make the decision - do you throw away what we've done already and start again? That means 
more time and more money, and I don't know that our kids can afford that either. I hear you about 

holding IBM accountable, and I do want to say they have stepped up to the plate and made a lot of 
enhancements to the underlying product at their own cost, which they should. I'm not carrying their water 

here. But we will continue to hold them accountable and I think we've learned a lot oflessons about how 
to do that better and it never feels good to be the guinea pig on any new piece of software. But I do want 

to say, it's not just technology here. A lot ofbusiness improvement processes and how people spend their 
time needs to be improved upon as well, and I think that's equally as hard. And we will be working in 

partnership with the counties. I think the counties have incredibly hard jobs in doing the child welfare and 
we want to be partners with them in service of kids. And I truly will miss your advocacy here. But we are 
making slow and steady progress, and l don't want anything to take away from our ability to get more 
folks access to care ifwe can get it. 

Sen. Tucker: Mr. Chairman, sine die. 

Rep. White: I really wanted to pass, because I think we need to just leave here keeping Sen. Tucker's 

words in our hearts and minds. But since you called on me, I will respond. The infant mortality rate in 
North Carolina has improved. We do have a long way to go, but in the 1980s to the early 2000s it was 14 
per 1,000, so great strides have taken place. We have a long way to go, but I thank those entities, public 

health, DHHS for the efforts they've made. We've reduced it by 50 percent in twenty years or so. 

Rep. Lambeth: Thank you, Mr. Chairman. I want to publicly thank both Sen. Tucker and Rep. Dollar for 
their advocacy, their commitment, and their passion. And I've been through these meetings now for about 

six years and they're not always a picnic or a bowl of cherries. We have our challenges, but these two 
individuals are and have been committed to making North Carolina and the people that we serve a better 
state. And for that I appreciate what both of them have done and how they've done it. They're both going 
to be missed and J will miss both ofthcm. 
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Sen. Krawiec: Thank you, Mr. Chairman. I just wanted to follow up with something my colleague said. 

In a social services working group this last week, we had a long conversation about NC FAST. One of our 
local, county DSS directors there shared with us that they had to hire extra persom1el to input the data into 

the system so the county had taken on a lot more expense. He also shared that one entry took 16 hours. 

Sen. Barringer and l questioned, and Sen. Tucker, you mentioned that the Canadian government was 
using this system. They finally decided that they were spending so much money patching it, and patching 
it, and patching it that they were just going to throw it out and start over. And I know we have done, I 
think, nearly a billion dollars in those two systems but there comes a time when it's not doing what it's 

supposed to do. And ifwe can't get it to that point after all these years, to take care of our children, I join 

our colleague in saying when is enough going to be enough? At some point, we have to make sure that 
our children are protected -that's number one. So we really have to get it fixed or we have to find 
something that works for that purpose. 

There being n ther business, the meeting adjourned at 3 :3 7 P .M. 
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At CMS we are working with states to make Medicaid a stronger and 
more sustainable program that delivers better results on behalf of its 
75 million beneficiaries and the American taxpayers. This is a critical 
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objective given the program's goal of serving the health needs of our 
nation's most vulnerable populations, including children, pregnant 
mothers, people with disabilities, and the elderly. 

But too often states have been stymied by outdated regulations and 
rigid federal rules in their efforts to find creative new ways to deliver 
better care. That's why we believe that the best thing that CMS can do 

is create a fertile ground for states to fulfill their role as the laboratories 
of innovation in Medicaid policy. To do this, we've expanded 

opportunities for states to seek demonstrations to test new and 
exciting reforms. Today, I'm pleased to announce another example of 
that commitment through our approval of North Carolina's innovative 
Medicaid reform demonstration. 

Through this demonstration, North Carolina will shift their program 
toward one that delivers better value with a more predictable budget 
through the transition from fee-for-service to a managed care delivery 

system. Leveraging best practices and the experiences of other states, 
this demonstration will allow the state to partner with health plans to 
target and better coordinate care for high-need Medicaid populations, 

including plans for beneficiaries with behavioral health, intellectual and 
developmental disabilities diagnoses, and specialized plans for current 
and former foster care youth. 

The North Carolina demonstration will also allow the state and CMS to 
test innovative new approaches to address a broader range of issues 
that can have a direct impact on an individual's health. We know that 

behaviors and other determinants of health - like where we work, live, 
learn, and grow - are all factors in our overall health and wellbeing. As 
we seek to create a health care system that truly rewards value, we 
must consider the impact that factors beyond medical care have in 
driving up health costs. That's why many states are beginning to think 
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about ways to better address the root cause of chronic illness. As part 
of this demonstration, North Carolina will implement a groundbreaking 
program in select regions to pilot evidence-based interventions 
addressing issues like housing instability, transportation insecurity, 

food security, and interpersonal violence and toxic stress. 

More specifically, the state will pilot enhanced case management 
(ECM) services based on evidence-based interventions for individuals 
with certain diagnoses and risk factors, all with the goal to improve 
health outcomes and lower costs. In the pilot regions, health plans will 
identify and target populations of high-need Medicaid beneficiaries and 
determine a specific package of services tailored to that individual's 
need. Health plans will work with local organizations to deliver these 
tailored case management and support services through a network of 

qualified providers. 

North Carolina is the first state in the country to embed a program like 

the ECM pilots into its Medicaid managed care delivery system. We've 
worked with the state to design the program in a way that will ensure 
that there is strong accountability for this investment. Over the course 
of the five year demonstration, North Carolina will increasingly link 
payment for ECM pilot services to outcomes as we collect and analyze 
data to understand which interventions are having the anticipated 
impact on outcomes and costs. What will begin with financial 
incentives for meeting certain target metrics in the early years, will 
evolve toward financial withholds for exceeding utilization targets and 

shared savings for achieving reductions in the total cost of care. 

As with all demonstrations, this will be an important opportunity to test 
new ways of delivering services that needs to be thoroughly evaluated . 

. . / We will hold North Carolina accountable by tracking their progress and 
ensuring they meet reporting requirements throughout the pilot. 
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Additionally, North Carolina will conduct rapid cycle assessments 
(RCAs} that will provide timely information on service effectiveness, 
allowing the state to discontinue low-effectiveness services and 
redeploy resources to more valuable strategies. I am excited to follow 
this closely and to see the results, which will serve as an important 
learning opportunity for all states. 

We are committed to collaborating with states like North Carolina, and 
the many others whom we've approved demonstrations for already, and 
I appreciate our continued partnerships. 

While states have different ideas and approaches to serving the needs 
of their beneficiaries, we can all agree that one of our prominent goals 
should be to help individuals live healthier more complete lives by 

addressing the whole human need. We should keep exploring ways to 
achieve this goal so that we can identify best practices and replicate 
them. 

Ultimately, the best ideas, attuned to the distinct needs of local 
communities, come from those communities - not from Washington, 
D.C. That's true too for North Carolina, and I look forward to continuing 
our work together so that state innovation, like what we've approved 
today, drives improvements in services and outcomes. 
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Medicaid Transformation: Vision 

11 To improve the health of North Carolinians 
through an innovative, whole-person centered, 

and well-coordinated system of care 
that addresses both medical and 

non-medical drivers of health. 11 
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Medicaid Transformation: Background 

• The North Carolina Department of Health and Human Services (DHHS) has 
collaborated extensively with clinicians, hospitals, beneficiaries, counties, health 
plans~ elected officials, advocates and other stakeholders to shape the program, and 
is committed to: 

• Creating an innovative, integrated and well-coordinated system of care 

• Supporting clinicians and beneficiaries during and after the transition 

• Promoting access to care 

• Promoting quality and value 

• Ensuring a successful managed care program 
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1115 Waiver Approval is Key Milestone 

Receiving waiver approval is a key mileston.e in the effort to 
pursue North .Carolina's broader Medicaid transformation goals 

• DHHS recently received approval from the federal Centers for 
Medicare and Medicaid Services (CMS) for the State's 1115 
Demonstration Waiver, which: 

• Provides North Carolina with authority to implement its 
Medicaid managed care program 

• Allows the State to incorporate innovative features into its new 
managed care delivery system that require federal waiver 
authority 
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Summary of Key Provisions of the Approved Waiver 

1. Behavioral Health Integration and Tailored Plans 

2. Opioid Strategy 

3. Healthy Opportunities Pilots 
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0 Behavioral Health Integration and Tailored Plans 

Description 

North Carolina will integrate physical, behavioral and pharmacy benefits into both Standard Plans 
and Tailored Plans. Tailored plans will provide: 

• Integrated physical, behavioral and pharmacy benefits to people with a serious mental 
illness, serious emotional disturbance, severe substance use disorder, intellectual/ 
developmental disability or a traumatic brain injury 

• .A specific, more intensive set of behavioral health benefits that are not available in 
Standard Plans (as approved in the 1115 demonstration waiver)* 

• Care management through a specialized behavioral health home model designed to 
meet beneficiaries' complex needs 

Impact 
Supports the State's goal to provide managed care beneficiaries seamless access to coordinated 
care and benefits through one managed care plan and to ensure those with serious behavioral 
health conditions get the care they need. 

*Individuals eligible for Tailored Plans may elect to enroll in either Standard Plans or Tailored Plans, but will only have access to the 
more intensive behavioral health benefits in the Tailored Plans 

JOINT LEGISLATIVE OVERSIGHT COMMITTEE ON MEDICAID AND NC HEALTH CHOICE I NOVEMBER 26, 2018 7 



-~ ~~ f~~-rr 
I~;: ~ 

E)Opioid Strategy 
Description 
As part of the State's comprehensive strategy to address the opioid crisis, 
North Carolina will (1) increase access to inpatient and residential substance 
use disorder treatment by beginning to reimburse for substance use disorder 
services provided in institutions of mental disease (IMD), and (2) expand the 
substance use disorder service array to ensure the State provides the full 
continuum of services. 

Impact 

Strengthens the State's approach to improving care quality and outcomes for 
patients with substance use disorders, including by decreasing the long-term 
use of opioids and increasing the use of medication-assisted treatment (MAT) 
and other opioid treatment services. 
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9 Healthy Opportunities Pilots 
Description 

• North Carolina will implement within its Medicaid managed care program a groundbreaking 
pilot program in two to four regions of North Carolina to improve health and reduce health care 
costs. 

• Working with managed care plans, these pilots will identify cost-effective, evidence-based 
strategies focused on addressing Medicaid enrollees' needs in five priority areas that drive 
health outcomes and costs: housing, food, transportation, employment and interpersonal 
safety. 

• The State will increasingly link pilot payments to improvements in health outcomes and 
efficiency. 

• North Carolina will use a rigorous rapid-cycle assessment strategy to evaluate pilot 
performance and tailor service offerings to those with demonstrated efficacy. 

Impact 

Up to 80% of a person's health is determined through social and environmental factors and the 
behaviors that are influenced by them. The Healthy Opportunities pilots leverage federal funding 
to ensure the most efficient and effective managed care program and to strengthen work already 
underway in communities to improve population health. 

1 
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CMS Administrator Seema Verma on NC Pilots 

I I As we seek to create a heal.th care system that truly rewards 
value, we must consider the impact that factors beyond 

medical care have in driving up health costs. That's why many 
stat~s are beginning to think aboutways·to better address the 

root cause of chronic illness. As part of this demonstration, 
No.rlh Carolina will implement a groundbreaking program in 

select regions to pilot evidence-based interventions addressing 
issiJes like housing instability, transportation insecurity, food 

security, interpersonal violence and toxic stress. I I 
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Budget Neutrality 

• CMS policy requires that 1115 waivers be budget 
neutral to the federal government, meaning that the 
State not spend more than the State projected to 
spend without the waiver. 

• In granting the waiver, CMS has agreed that North 
Carolina's waiver will not increase Medicaid spending 
for the populations and services authorized through the 
waiver. 
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Evaluation Strategy 

North Carolina will conduct a rigorous evaluation of the waiver to 
ensure the State is achieving its goals. 

Evaluation Strategy 

• Consistent with standard waiver practice, North Carolina will arrange for a 
third-party entity to conduct an independent evaluation of the waiver. 

• The State will submit to CMS two publicly available reports prepared by the 
independent evaluator: one in the middle of the demonstration and one 
after the five-year demonstration period ends (2019-2024). 
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Milestones for Implementing Transformation 
• PHP Award and Enrollment Broker Readiness (February- June 2019) 

• Open Enrollment (June - October 2019 / September 2019 - January 2020): when beneficiaries 
pick PHPs 

• ''Soft launch" (June 2019/September 2019): Enrollment packages sent to beneficiaries; 
Enrollment Broker website and call center educating beneficiaries & enrolling into PHPs 

• Open Enrollment (July 2019/0ctober 2019): formal period which will last -60 days 

• PHP readiness activities begin and continue after go-live 

• Transition of Care (October 2019/January 2020): transmitting data to the PHPs 

• Auto Assignment to PHPs: Beneficiaries who don't actively choose a PHP will be assigned a 
PHP based on where they live, historic PCP relationship, etc 

• Transition of Care: Information which will assist AMHs and PHP care management and 
facilitate smooth transition of beneficiary care will be sent to PHPs (e.g., Prior Auths, historic 
claims) 

• PHP go-live and post go-live (November 2019/February 2020) 

• After go-live PHP members have 90 days to change health plans 

• Continued monitoring of PHP and program performance 
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Next Steps for Completing Pending Waiver Components 

CMS and North Carolina agreed to finalize a first set of activities under the 
approved 1115 waiver authority while continuing to negotiate pending requests 

over the upcoming months. 

Pended Items 
Uncompensated Care Pool for Tribal Providers 

• North Carolina's waiver application included a request for expenditure authority for 
an uncompensated care pool to address the high burden of uncompensated care 
borne by the Cherokee Indian Hospital Authority. 

Workforce 

• North Carolina proposed to invest in building its Medicaid provider network through 
an Innovation Workforce Fund. The Fund would support loan repayment and 
recruitment bonuses for critical Medicaid provider types targeted to fill identified 
gaps in the Medicaid provider network. 

Behavioral Health Home Capacity Building Funds 

• North Carolina is working with CMS to secure funding that will support upfront 
investment in the development of a strong health home care management model to 
ensure at launch the health homes can meet the needs of people with 
intellectual/developmental disabilities or significant behavioral health needs. 
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Next Steps in the RFP Award Process 

• PHP Request for Proposal Responses were submitted on Friday, October 19. 

• Evaluation process: 

• DHHS will first review offers to determine that they are in the proper 
form and include all required documents. 

• The Evaluation Committee will then screen the offers to determine if the 
minimum qualifications have been met. 

• The Evaluation Committee will evaluate proposals meeting the 
minimum qualifications and develop consensus ratings, ultimately 
developing an award selection that is aligned with state law, and will 
provide supporting documentation for their selection. 

• DHHS will submit the contracts to the federal Centers for Medicare & 
Medicaid Services for its approval. 

• Award contracts in February 2019. 

JOINT LEGISLATIVE OVERSIGHT COMMITTEE ON MEDICAID AND NC HEALTH CHOICE I NOVEMBER 26, 2018 15 



Legislative Changes to Launch Managed Care 

• Chapter 105: PHP Premium Tax 

• Chapter 108A: Hospital Assessment and 
Supplemental Payments 

• Chapter 122C: Tailored Plans 

• Other Technical Corrections 
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Anticipated changes to 1915(b) and (c) Waivers 

• Technical amendments to (b) waiver for launch of 
Standard Plans 

• Amend covered populations 

• Update Capitation Rate 

• Update Cost ·Projections 

• 1915 (c) waivers run concurrent with 1115 
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Medicaid Enrollment by Program Aid Category 
September 2018 enrollment at 2.073M is 3.2% higher than one year prior at 
2.008M on September 2017 

Current year, actual: trend over previous 6 months 
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Medicaid Enrollment - Forecast vs. Actual 
Medicaid enrollment has tracked roughly in line with DMA's expectations to date. 

Enrollment- Forecast and Actual 
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Medicaid SFY19 Actuals vs. Budget 
Through September 2018, Medicaid's use of appropriations was 
$240.3M or 21.9% less than budgeted for this point in the year. 

MEDICAID SUMMARY at 9/30/2018 ($ millions) 

SFY2019B SFY2019 VARIANCE 

YTD 
I 

YTD 
I $ % 

I I 

Expenditures $4,043.2 $3,953.6 ($89.6) -2.2% 

Federal Re\t'enues $2,478.0 $2,538.3 $60.3 2.4% 

Other Re\t'en ues $469.7 $560.2 $90.5 19.3% 

State Appropriations $1,095.4 $855.1 ($240.3) -21.9% 

# % 
Avg. Enrollment (millions) 2.085 2 .070 (0.015) -0.7% 
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Attachment 6 

Remarks to Medicaid Oversight Committee: 

1. PQCNC history 
a. 15 statewide projects since 2009 . 
b. Working currently in 65 hospitals 
c. Hospitals voluntarily participate in ~QCNC initiatives 
d. Make North Carolina the best place to give birth and be born 

2'. Current AIM leadership in NC 
a. Team includes NC Ob GYN, NC ACOG, NCHA, NC AWHONN, DPH, BCBS, DMA 
b~ All support PQCNC's request to have access to this data 

3. Why AIM important for state QI 
a. Clear national and state OB/maternal provider support 
b. Light on data 
c. State level hospital discharge abstract data 
d. Severe Maternal Morbidity indicators (ACOG and CDC endorsed) 
e. Multiple states: 22 ... we are one of 2 with no data access 

4. Why State Level Data Critical 
a. Already collected 
b. Flow to PQCNC for reporting to AIM •.. works this way in 20 other states 
c. Data reported back to hospitals {see individual data) from AIM benchmarked 

against like facilities nationally and the state 
d. Never public reporting 

5. In 1995 the Medical Care Data Act a<;idressed the collection and availability of such data. 
http://www. ncleg. net/Enacted legislation/Statutes/pdf /ByArticle/Ch apter 13 lE/Article 

llA.pdf 

The intent of this legislation seems well described in the stat~d purpose of Article 11: 

"The purposes of this Article are as follows: 

a} To ensure that there is an information base containing medical care data from 
throughout the State that can be used to improve the appropriate and efficient use 
of medical care services and maintain an acceptable quality of health· care services 
in this State. 

b} To ensure that the necessary medical care data is available to university 
researchers, State public policymakers, and all other interested persons to improve 
the decision-making process regarding access, identified needs, patterns of 
medical care, charges, and use of appropriate medical care services. 

c) To ensure that a data processor receiving data under this Article protects patient 
confidentiality. 





These purposes are to be accomplished by requin"ng that all hospitals and 
freestanding ambulatory surgical facilities submit information necessary for a review 
and comparison of charges, utilization patterns, and quality of medical services to a 
data processor that maintains·a statewide database of medical care data and that 
makes medical care data available to interested persons, including medical care 
providers, third-party payors, medical care consumers, and health care planners. 
(1995, c. 517, s. 39{b).)" 

6. PQCNC funding over years ... NCGA, Medicaid Transformation Grant, DMA last two years 
a) PQCNC is a state agent 

b) We are committed to improving care at the state level 
c) Sole purpose is to support hospitals in improving their maternal-newborn 

care 

7. State Center for Health Statistics has the necessary data and if given permission could 
supply info needed by PQCNC for AIM reporting 

8. This request for data access is not just for PQCNC. .. no doubt other state partners could 
benefit from access to this data as described in the Medical Care Data Act 

) Contact for Supporters 

ACOG: Haywood Brown, MD and Past President ACOG haywood.brown@duke.edu 

NC ACOG: John Albert, MD and Section Leader of ACOG in North 
Carolinairal lbert@novanthealth.org 

NC Ob GYN Society: Kellet Letson MD; Kellett.Letson@msj.org 

N.C AWHONN: Susan Pedaline; CNO Cone Health Women's Hospital, Section Chair NC 
AWHONNsusan.pedaline@conehealth.com 

Amy Bell; Atrium HealthQuality Director; Women's and Children's Services and Levine Cancer 
Institute; Atrium Health Corporate Quality amy.befl@atriumhealth.org 

Kate Menard, MD, MPH. Vic~ Chair for Obstetrics and Director of Maternal Fetal Medicine and Co­
Director of the Center of Maternal and Infant Health at the University of North Carolina School of 
Medicine. 
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