Integrating Medicare and Medicaid for 
Individuals with Dual Eligibility
Implementation Council

April 12, 2013
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MassHealth Demonstration to Integrate Care for Dual Eligibles
Implementation Council Meeting

April 12, 2013, 1 pm – 3 pm

State Transportation Building, Boston
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Agenda for Today
· Duals Demonstration Rates

· Overview of methodology

· Key considerations in analyzing rate methodology

· Adjustments to preliminary rates

· Update on Ombudsperson

· Discussion
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Basic Demonstration Rate Components
· Medicare Parts A/B
· Inpatient and outpatient medical services

· Risk-adjusted using HCCs

· Medicare Part D

· Prescription drugs

· Risk-adjusted using Rx HCCs

· Medicaid

· LTSS, behavioral health, and medical services not covered by Medicare

· Risk-adjusted using rating categories

· Risk-adjusted Medicare A/B payment + Risk-adjusted Medicare D payment + Medicaid Rating Category payment =TOTAL MONTHLY CAPITATION
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Actuarially Developed Rates
· CMS and MassHealth separately contract for actuarial services, as do all health plans 

· Federal regulations require that Medicaid rates paid to health plans be actuarially sound

· Federal regulations and guidance outline acceptable rate development approach and principles

· Rates must be certified by actuaries
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Preliminary Rates

· CMS and MassHealth shared preliminary rates with ICOs in mid-February

· Substantial discussion on those rates has occurred between CMS, MassHealth and ICOs

· CMS and MassHealth shared methodology details

· ICOs raised questions, concerns, and specific proposals

· MassHealth also made proposals to CMS

· Discussions have led to key adjustments to both the Medicare and MassHealth components of the rate
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Actuarial Soundness and Risk Adjustment
· Federal guidance allows state Medicaid programs to implement risk adjustment methodologies that are based on diagnosis and/or health status

· No other criteria for risk adjustment are expressly allowed
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Risk Adjustment: Medicare

· Medicare A/B spending accounts for approximately 65% of non-Part D costs

· Medicare Part A/B and Medicare Part D components of the rates are risk adjusted at the person level

· Methodology is based on diagnoses and other factors, through Hierarchical Condition Categories (HCCs)

· Special rates paid for beneficiaries with End-Stage Renal Disease
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Risk Adjustment: Medicaid

· MassHealth’s methodology assigns each enrollee to a rating category according to the individual enrollee’s clinical status and setting of care

· Temporary rating categories assignments will be based on prior year LTSS cost, until person-centered assessment results are available
· Medicaid portion of the payment rate is not further risk-adjusted within rating categories at the person level

· This is because currently there are no accepted, reliable models for risk adjustment of LTSS costs

· MassHealth will work to develop enhanced risk adjustment methodologies once functional status experience is available
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MassHealth 2013 Rating Categories

· F1 – Facility

· C3 – High Community Needs

· C2 – Community High Behavioral Health 

· C1 – Community Other
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MassHealth 2013 Rating Category Definitions

· F1 – Facility-based Care. Individuals identified as having a long-term facility stay of more than 90 days

· C3 – Community Tier 3 – High Community Needs. Individuals who have a daily skilled need; two or more Activities of Daily Living (ADL) limitations AND three days of skilled nursing need; and individuals with 4 or more ADL limitations

· C2 – Community Tier 2 – Community High Behavioral Health. Individuals who have a chronic and ongoing Behavioral Health diagnoses that indicate a high level of service need

· C1 – Community Tier 1 Community Other. Individuals in the community who do not meet F1, C2 or C3 criteria
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Individualized Payments Based on Prior Year Costs

· BD Group proposed paying plans based on a formula applied to each individual member projecting their costs using their prior year costs:  

[Payment Rate] = m*[Prior Year Costs] + b

· Actuaries are concerned that this approach would not be accepted by CMS as actuarially sound

· No criteria for risk adjustment other than diagnosis and health status are expressly allowed by federal guidance

· Approach is infeasible; MassHealth systems are not equipped to determine payment rates and pay on an individual member basis 
· Model as defined could yield significant underpayment for newly eligible Duals who have no or limited prior year costs

· Paying based on prior year ICO costs enshrines FFS delivery model

· Individualized payments promotes expectations that payment exactly matches costs, which could result in reduction of services when payment is less than member spending needs 
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Progress Points Since Release of Preliminary Rates
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Medicare Rate Adjustments

· Savings Target:  Reduced to 0% for first 6 months of Demonstration

· Sustainable Growth Rate fix:  Rates adjusted to account for legislative action to protect provider payment levels

· Coding Intensity Adjustment:  CMS will not apply the full standard Medicare Advantage managed care rate reduction factor in 2014 

· Rural floor (“Nantucket effect”):   CMS will adjust Demonstration rates, starting in 2013, to account for higher payment rates to Massachusetts hospitals
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Medicaid Rate Adjustments

· MassHealth plans to delay auto assignment of C3, and possibly C2, until CY2014

· MassHealth is identifying ways to refine rating categories for CY2014

· For C3: split into two categories

· C3B: for individuals with certain diagnoses (e.g., quadriplegia, ALS, Muscular Dystrophy and Respirator dependence) leading to costs considerably above the average for current C3

· C3A: for remaining C3 individuals

· For C2: considering splitting into categories, using similar approach of identifying chronic diagnoses with considerably higher costs
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Medicaid Rate Adjustments

· 2013

· F1 – Facility

· C3 – High Community Needs

· C2 – Community High Behavioral Health 

· C1 – Community Other

· 2014

· F1 – Facility
· C3B – Highest Community Need

· C3A – Med/High Community Need

· C2B – Community Highest BH 

· C2A – Community Med/High BH 

· C1 – Community Other
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Risk Corridors Adjustments

· MassHealth has proposed to modify risk corridors to provide greater protection for ICOs

· Not final, but positive discussions with CMS

· More aligned with ACA and ICO proposals

· MOU approach:  

· For ICO gains/losses up to 5%, no sharing

· For ICO gains/losses between 5% and 10%, 50%-50% sharing with CMS and MassHealth

· For ICO gains losses greater than 10%, no sharing

· Revised proposal:

· For ICO gains/losses up to 3%, no sharing

· For ICO gains/losses between 3% and 20%, 50%-50% sharing with CMS and MassHealth

· For ICO gains losses greater than 20%, no sharing
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Medicaid High Cost Risk Pool

· There will be two High Cost Risk Pools (HCRPs) for the Demonstration in CY 2013:

· C3 – High Community Needs HCRP

· F1 – Facility-based Care HCRP

· Each HCRP will be distributed to ICOs based on the proportion of applicable spending over the per-enrollee threshold that is attributable to each plan

· Any excess pool amounts will be distributed back to ICOs in proportion to their contributions
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Discussion
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Ombudsperson Update
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Ombudsperson Recap

· At the February meeting, we had discussion about bringing up an ombudsperson function for the Demonstration  

· The Council recommended to MassHealth that an organization outside of state government should be selected to provide ombuds services

· After the meeting, we shared with the Council a draft job description for an ombudsperson for your feedback

Slide 21

Feedback from the Council

· Suggestions included that ombuds organization:

· Must not have financial ties to any ICO

· Should be a non-profit entity

· Should have experience with a systems change perspective and with identifying systemic barriers and solutions

· Must have ability to provide linguistically accessible and culturally competent services

· Have a consumer-friendly name

· A Council member also shared a memorandum by several state and national advocacy organizations on establishing ombuds functions in Duals Demonstration

· Thank you for the valuable input
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Next Steps

· Finalize Request for Responses 

· Release RFR (anticipated in a few weeks)

· Time for organizations to develop responses

· Selection process, then award and contracting

· Target for ombudsperson to be In place: July 2013
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Visit us at www.mass.gov/masshealth/duals
Email us at Duals@state.ma.us
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