State Demonstrations to Integrate Care for Dual Eligibles
Demonstration Proposal
Minnesota

Summary: In 2011, Minnesota was competitively selected to receive funding through CMS’ State
Demonstrations to Integrate Care for Dual Eligible Individuals. As part of this Demonstration, CMS
provided support to the State to design a demonstration proposal that describes how it would structure,
implement, and monitor an integrated delivery system and payment model aimed at improving the
quality, coordination, and cost-effectiveness of services for dual eligible individuals. Through the
demonstration proposal, the State must demonstrate its ability to meet or exceed certain CMS
established standards and conditions including beneficiary protections. These standards and conditions
include factors such as beneficiary protections, stakeholder engagement, and network adequacy among
others. In order for CMS to determine whether the standards and conditions have been met, States are
asked to submit a demonstration proposal that outlines their proposed approach for integrating care for
dual eligible individuals. The Minnesota Department of Human Services has submitted this proposal for
CMS review.

As part of the review process, CMS will seek public comment through a 30-day notice period. During
this time interested individuals or groups may submit comments to help inform CMS’ review of the
proposal.

CMS will make all decisions related to the implementation of proposed demonstrations following a
thorough review of the proposal and supporting documentation. Further discussion and/or
development of certain aspects of the demonstration (e.g., quality measures, rate methodology, etc.)
may be required before any formal agreement is finalized.

Publication of this proposal does not imply CMS approval of the demonstration.

Invitation for public comment: We welcome public input on this proposal. To be assured
consideration, please submit comments by 5 p.m., May 31, 2012. You may submit comments on this
proposal to MN-MedicareMedicaidCoordination@cms.hhs.gov.
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. Health Reform in Minnesota and Executive Summary

Minnesota is reforming its Medicaid program to achieve better outcomes through twelve new initiatives designed
to improve health, reduce reliance on institutional care, better align services to more effectively meet people’s
needs, promote community integration and independence and improve integration of Medicare and Medicaid.
These reforms include payment and service delivery reforms such as an all payer Health Care Home (HCH)
program, participation in the Centers for Medicare and Medicaid (CMS) Multi-Payer Advanced Primary Care
Practice Demonstration (MAPCP), implementation of Health Care Delivery System Demonstration (HCDS) and
Medicaid total cost of care (TCOC) payment projects as well as redesign of long term care services and supports.
As part of the reform effort the Minnesota Department of Human Services (DHS) has also been charged with
improving integration of Medicare and Medicaid for people who are dually eligible for both programs. (See
Minnesota’s Medical Assistance Reform website and report: www.dhs.state.mn.us/MAreform.)

People with dual eligibility for Medicare and Medicaid have the highest rates of chronic health conditions yet face
a complex service delivery system fragmented between two large health care financing entities with conflicting
and unaligned financing policies. While there are only about 10 million people with dual eligibility in the nation,
services for this group account for a disproportionate share of spending for both Medicare and Medicaid.
Alignment of Medicare and Medicaid policy and financing incentives along with further integration of service
delivery have been widely recognized as critical to improving both the efficiency and quality of care for people
with dual eligibility.

Minnesota is a national leader in developing innovative aligned Medicaid payment and care delivery models for
primary and acute care such as the above projects currently being implemented. Minnesota has also been the
leader in integrating Medicare and Medicaid financing, obtaining approval for the first state Medicare
demonstration for dually eligible seniors (later including people with disabilities) in 1995. The State currently
contracts with eight Medicare Advantage Dual Eligible Special Needs Plans (D-SNPs) which provide integrated
Medicare and Medicaid managed long term care services to most dually eligible seniors in the State. In addition
the State is expanding enrollment of dually eligible people with disabilities ages 18-64 under its managed care
program for people with disabilities which is provided through five Medicaid plans, three of which also offer
integrated D-SNPs.

New demonstration initiatives offered by the CMS for integration of Medicare and Medicaid provide Minnesota
an opportunity to improve these managed care programs and assure their stability into the future. The new
demonstration allows states to have a stronger role in contracting for Medicare services and allows further
integration of policies designed to provide a seamless experience for enrollees while retaining payment and
coverage flexibilities allowed under Medicare Advantage. This demonstration provides Minnesota with a unique
opportunity to influence Medicare primary, acute and post-acute care for people with dual eligibility.

Executive Summary: Capitated Alignment Demonstration

Under the capitated aligned Medicare and Medicaid financing demonstration offered by CMS, Minnesota
proposes to combine its experience with innovative HCH, HCDS/TCOC and dual integration efforts into new,
improved aligned purchasing models for seniors and people with disabilities who are dually eligible for Medicare
and Medicaid services. The State will strengthen aligned incentives for accountability for performance
improvement and total cost of care across both payers by developing additional provider based payment reform
and care delivery innovations, and will continue to focus on person-centered individualized care coordination and
integrated operations to achieve a seamless beneficiary experience. These reforms are designed to reposition the
current programs to improve performance, viability and stability for both Medicare and Medicaid into the future.
(See Minnesota’s Demonstration to Integrate Care for Dual Eligibles website:
http://www.dhs.state.mn.us/dualdemo).
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The new demonstration would include dually eligible seniors enrolled in eight local non-profit health plans
through two statewide managed long term care programs: Minnesota Senior Health Options (MSHO) and
Minnesota SeniorCare Plus (MSC+) and would be implemented December 31, 2012. In a second demonstration
phase to begin July 2013, the State would include dually eligible people with disabilities now enrolled in Special
Needs BasicCare (SNBC) which is currently offered by five of the plans. While SNBC does not include most long
term care services, it does include all behavioral and mental health services. Inclusion of SNBC members would
be contingent on reaching agreement with CMS for a viable financial model including shared accountability for
non-capitated services including home and community based waivers.

Under the demonstration, current health plans and county based purchasing entities now operating under separate
Medicare and Medicaid contracts would become Medicare Medicaid Integrated Care Organizations (MMICOs)
through the three-party contracts offered by CMS. The State would implement purchasing, delivery and payment
reforms to re-design the existing programs through increased participation of provider-based integrated care
system partnerships with a focus on increased accountability and improved outcomes. The State proposes three
basic models of service delivery using its current HCH initiative as a base. Model 1 would facilitate improved
communications and relationships between HCHs, MMICOs, counties, tribes and providers under a “Virtual Care
System” approach. Under Model 2, the State would develop service delivery criteria, risk and gain models, and
performance metrics and would solicit proposals for Integrated Care System Partnerships (ICSPs) between
provider care systems and MMICOs. Similar to the current HCDS initiative and building on current care systems
already operating under MSHO, the State would facilitate these contracting relationships through a Request for
Proposals (RFP) process. Under Model 3, the State would build on current integrated mental and physical health
services experience to stimulate additional ICSPs that would focus on integration of physical, mental and
chemical health for people with disabilities. (See Appendix 1 for a chart outlining these models.)

Current MSHO enrollees would transition seamlessly into the new demonstration without disruption in current
services. MSC+ enrollees not already enrolled in a Medicare D-SNP would also be offered the chance to enroll in
the demonstration through an opt out process. SNBC enrollees would be offered the opportunity to enroll in
expanded integrated Medicare Medicaid programs in a second phase starting in July 2013. The State requests
additional payment and operational waivers or permissions in order to implement the new programs and will also
incorporate already extensive current contract and operational requirements for integrated enroliment, member
materials, care coordination and consumer protection. (See Appendix 3 for details of these requests.)

The State has involved stakeholders in the discussion and development process of this proposal through
Stakeholder groups including consumers, advocates, providers, health plans, tribes and counties. Approximately
56 meetings and/or presentations have been made about the demonstration. The State has established and
maintains a large listserv of interested parties, a special website and a dedicated email address to facilitate
communications with stakeholders around this demonstration. See Appendix 4 for further documentation of
these stakeholder meetings. The State published a draft proposal on March 19 for a 30 day comment period.
Comments were due April 19, 2012. Twenty-six comments or letters of support were received from 22 different
organizations and individuals. Only one commenter expressed opposition to proceeding with the demonstration.
Comments and letters of support are included in Appendix 6 of this proposal. The State has incorporated many
comments into this proposal and will continue to work with the commenters to clarify questions and address their
many constructive suggestions. A stakeholders meeting to discuss public comments and questions about the final
proposal is scheduled for April 27, 2012. All commenters have been invited to participate.
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A Table 1: Target Population and Benefits Description

Target Population All full benefit dual eligibles in all settings (including all
(Based on January 2012 enrollment) institutional settings) who qualify for Medicaid managed care
enrollment and are enrolled in or choose to enroll in
MSHO/MSC+ or SNBC.

Seniors 65 and older: 45,429

People with disabilities 18-64: estimated about 18,300 after
SNBC enrollment expansion and opt outs

Total Number of Full Benefit Medicare- 106,178

Medicaid Enrollees Statewide (January 2012)
Total Number of Beneficiaries Eligible for 93,165
Demonstration (January 2012)
Geographic Service Area Seniors: Statewide

Disabilities: Statewide contingent on further negotiations with
CMS

Summary of Covered Benefits Seniors and Disabilities: Medicare Parts A, B, D and Medicaid
State Plan services including mental health and CD treatment
services

Seniors: LTSS (Elderly Waiver (1915 (c) and all Medicaid
PCA and Home Health, partial NF included)

Disabilities: Partial NF and LTSS (PCA, PDN and CAC,
CADI, Bl and I/DD 1915(c) waivers *) under fee for service

Financing Model Yes

Is this proposal using a financial alignment Seniors: Capitation

model from the July 8 SMD? Disabilities: Capitation of State Plan services with shared
Payment Mechanism accountability model for LTSS

Summary of Stakeholder Approximately 56 meetings held including:
Engagement/Input Seniors Stakeholders Group: three meetings

See Section XX and Appendix 4. Disability Managed Care Stakeholders Group: five meetings

with 18 additional meetings

SNP Stakeholders Group: seven meetings

Tribes: three special meetings

Other Groups: 20 meetings and presentations

Website: http://www.dhs.state.mn.us/dualdemo

Publication of Draft Proposal: March 19, 2012

23 comments received (as of April 19, 2012)

Proposed Implementation Date(s) December 2012 for seniors, July 2013 for people with
disabilities

*LTSS-Long Term Services and Supports, PCA-Personal Care Assistance, PDN-Private Duty Nursing, CAC-
Community Alternative Care, CADI-Community Alternatives for Disabled Individuals, BI-Brain Injury, 1/DD-
Intellectual and Developmental Disabilities)

. Current Managed Care Programs for Dually Eligible Seniors and People with Disabilities

A. Seniors (Age 65 and older):

Most dually eligible seniors are currently enrolled in two statewide (all 87 counties) managed long term care
programs offered by eight local non-profit Medicaid health plans, all of which also currently sponsor fully aligned
D-SNPs for seniors. About 79% of dually eligible seniors enrolled in managed care in Minnesota are already
enrolled in aligned Medicare and Medicaid programs. Enrollment in Minnesota Senior Care Plus (MSC+) is
mandatory. However MSC+ serves only about 10,272 dually eligible seniors (as of the April 1, 2012 enrollment)
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because seniors can choose to enroll in an integrated program, Minnesota Senior Health Options (MSHO) as an
alternative. MSHO is provided through contracts with eight Medicare Advantage Dual Eligible Special Needs
Plans (D-SNPs) sponsored by the same eight Medicaid health plans. MSHO serves about 36,128 dually eligible
seniors (as of the April 1, 2012 enrollment). Members who enroll in MSHO receive all Medicare benefits through
the MSHO D-SNP, including Part D pharmacy benefits. Most MSC+ members are enrolled in Original Medicare
and must choose a separate Part D plan for pharmacy benefits. MSHO and MSC+ are managed long term care
programs that enroll members in all settings and cover the same Medicaid benefits including State Plan services:
behavioral, mental and chemical health services, long term services and supports (LTSS) and nursing home care.

1. People with Disabilities (Ages 18-64):
Historically, most dually eligible people with disabilities have received their State Plan services through fee-for-
service (FFS). However since 2008 the State has offered a voluntary managed care option for people with
disabilities including those with dual eligibility called Special Needs Basic Care (SNBC), which was designed
with assistance from a large ongoing stakeholder group. SNBC is provided through five Medicaid managed care
plans and includes most State Plan services and all Medicaid mental and chemical health services and some long
term care services (home health and 100 days of nursing home services). SNBC coordinates with LTSS including
personal care, private duty nursing and four disability LTSS waivers. These waivers remain available through a
managed county and state system based on state determined risk adjusted/capped funding allocations to counties
which include any SNBC members requiring services. SNBC operates in 78 of 87 Minnesota counties and is
expected to operate in all counties by the end of 2012.

About 47,736 full benefit dually eligible people are eligible for managed care enroliment in SNBC. Enrollment in
SNBC is being expanded, and as of April 1, 2012 SNBC had about 20,462 members of which about 12,253 (60%)
are dually eligible. SNBC is expected to grow to about 18,000 dually eligible members by the end of the year.
SNBC began as an integrated Medicare/Medicaid program in 2008 but enroliment of people with dual eligibility
was recently de-coupled from Medicare because only three of the five SNBC plans now have D-SNPs. ( Since
2008, four SNBC plans dropped their D-SNPs and/or left the program entirely.) There are about 1,102 dually
eligible members who remain enrolled in the three integrated SNBC D-SNPs. Most SNBC members now receive
Part D benefits through a separate Part D plan. Overall, people with dual eligibility are slightly more likely to
enroll in SNBC than non-dually eligible people. People with disabilities who turn 65 while enrolled in SNBC are
allowed to remain in that program as an alternative to MSC+.

I11.  Population and Utilization Description (See Tables 2 and 3)

There were about 51,786 full benefit dually eligible seniors enrolled in Medicaid in Minnesota in January 2012.
(About 97% of all Medicaid eligible seniors are dually eligible.) Of this group, 44.2% are receiving home and
community based services, primarily through the Elderly Waiver. About 28.3% are residing in nursing homes and
27.5% live in the community without Elderly Waiver services, but may qualify for personal care assistance.

In January 2012, there were also about 54,392 people with disabilities aged 18 through 64 who were full benefit
dually eligible in Minnesota. About 50% of all people with disabilities age 18 through 64 on Medicaid are dually
eligible, and about 300 become dually eligible per month when their waiting period for Medicare benefits ends.

The Average Annual Member Enroliment (AAME, defined as total member months divided by 12) for MSHO
and MSC+ was 46,615 in state fiscal year 2011 (see Table 2). While MSHO accounted for just over 79% of the
enrollment, enrollees in MSHO were more likely to be receiving LTSS than those on MSC+. The average age of
MSHO members is 80 (range 65-111); while the average age for MSC+ members is 77 (rage 65-108). Older
enrollees are more likely to receive LTSS services, with those in institutional settings having an average age of
85, those receiving Elderly Waiver services having an average age of 80 and other community residents having an
average age of 74. Forty-seven percent (47%) of the population had a diagnosis of Alzheimer’s or dementia;
nearly 51% of those residing in the community with LTSS had Alzheimer’s or dementia while almost 74% of



nursing home residents had an Alzheimer or dementia diagnosis. While those residing in the community are not
receiving LTSS waiver services, 11.6% receive PCA services.

For State fiscal year 2011, AAME for dually eligible people with disabilities was 53,363. At that time, SNBC
was a much smaller program, only enrolling about 5.7% of all dually eligible people with disabilities (See

Table 3). Overall, the vast majority of people with disabilities are served in the community, with 61.5% residing
in the community with no LTSS services, 33.7% receiving LTSS in the community, and less than 5% residing in
institutional settings. SNBC serves a higher percentage of members in LTSS services (43%); however the
institutional population remains around 4.75% in both fee for service and managed care. During fiscal year 2011,
people with Intellectual and Development Disabilities (I/DD) were more likely to remain on FFS than enroll in
SNBC. Those enrolled in SNBC also used more PCA, Adult Foster Care (corporate, including customized living)
and Mental Health Targeted Case Management (TCM) than those in FFS. This coincides with the greater use of
waiver services among SNBC enrollees, although nearly 9% of those living in the community without LTSS also
use PCA services.



A. Table 2: Target Population for Phase 1:
Dually Eligible Seniors (65+) (Data from State Fiscal Year 2011: July 1, 2010-June 30, 2011)

Institutional-certified residing
Institutional-certified | Institutional-certified residing | in community with CAC,
residing in Nursing in community with Elderly CADI, I/DD, Bl Waiver Residing in community with
Total Facility Waiver Services Services no waiver services
N % N % N % N % N %
Target Population 46,615 | 100.00% | 13,542 | 29.05% | 18,962 40.68% 1,184 2.54% 12,927 27.73%
Age
65-74 16,691 |35.81% | 1,974 14.58% | 5,949 31.37% 917 77.45% 7,852 60.74%
75-84 14,808 | 31.77% | 3,790 27.99% | 6,967 36.74% 224 18.90% 3,827 29.61%
85+ 15,112 | 32.42% | 7,778 57.44% | 6,046 31.89% 43 3.59% 1,246 9.64%
Current Plan
MSHO 36,917 | 79.20% | 11,277 | 83.27% | 15,348 80.94% 733 61.95% 9,559 73.94%
MSC+ 9,698 20.80% | 2,266 16.73% | 3,614 19.06% 451 38.05% 3,368 26.06%
Diagnoses
Dementia/Alzheimer’s’ 21,908 | 47.00% | 9,990 73.77% | 9,640 50.84% 305 25.72% 1,974 15.27%
VIE 7,649 16.41% | 3,776 27.88% | 2,713 14.31% 376 31.77% 784 6.07%
sPMI* 600 1.29% 93 0.68% | 318 1.68% 57 4.77% 133 1.03%
Services
PCA 4,819 10.34% |11 0.08% | 3,205 16.90% 97 8.22% 1,505 11.64%
Adult Daycare 2,000 4.29% 2 0.01% | 1,796 9.47% 114 9.65% 87 0.67%
Assisted Living’ 6,767 14.52% | 43 0.32% | 5,913 31.18% 666 56.23% 146 1.13%
Hospice 613 1.32% 532 3.93% |60 0.32% 2 0.18% 19 0.15%

* N is the Average Annual Member Enrollment (AAME), which is the total member months divided by 12.

2 Dementia / Alzheimer’s: CMS CCW definition "Alzheimer's Disease and Related Disorders of Senile Dementia
(http://www.ccwdata.org/cs/groups/public/documents/document/ccw_conditioncategories.pdf)

® Definition of Serious Mental lliness (SMI): receiving TCM, ACT or ARMHS program services or a diagnosis of bi-polar disorder or schizophrenia or personality disorder or
other psychotic disorder or having two or more inpatient stays with a primary diagnosis of depression or anxiety in the past two years. Diagnosis for bipolar, schizophrenia,
personality disorder or other psychotic disorder determined by one inpatient claim or two outpatient claims containing the diagnosis in the past two years.

* Definition of Serious and Persistent Mental Iliness (SPMI): Receiving TCM or ACT Program services in the past two years.

% Includes Assisted Living, Residential Care, Adult Foster Care (corporate)



B. Table 3: Target Population for Phase 2:

Dually Eligible Persons with Disabilities (18-64) (Data from State Fiscal Year 2011: July 1, 2010-June 30, 2011)

Living Arrangements Program

Institutional-certified Institutional-certified residing in

residing in Nursing community with HCBS Waiver Residing in community with Fee for Service

Total Facility Services (CAC, CADI, I/DD, Bl) | no waiver services SNBC (FFS)
N6 % N % N % N % N % N %

Target Population 53,363 | 100.00% | 2,523 4.73% 17,989 33.71% 32,851 61.56% 3,065 | 5.73% | 50,308 | 94.27%
Age
18-21 448 0.84% 4 0.15% 182 1.01% 263 0.80% 13 0.41% | 435 0.87%
22-29 5,124 9.60% 46 1.81% 2,015 11.20% 3,064 9.33% 263 8.61% | 4,861 | 9.66%
30-39 9,135 17.12% | 136 5.39% 3,145 17.48% 5,854 17.82% 484 15.83% | 8,651 | 17.20%
40-49 14,271 | 26.74% | 529 20.95% 4,553 25.31% 9,190 27.97% 845 27.65% | 13,426 | 26.69%
50-59 17,796 | 33.35% | 1,147 45.48% 5,773 32.09% 10,876 33.11% 1,062 | 34.75% | 16,734 | 33.26%
60-64 6,540 12.26% | 656 25.99% 2,300 12.78% 3,584 10.91% 340 11.13% | 6,200 | 12.32%
65+ 49 0.09% 6 0.23% 22 0.12% 21 0.06% 49 1.61% | - 0.00%
Current Program
SNBC 3,055 5.73% 146 5.77% 1,315 7.31% 1,595 4.85%
FFS 50,308 | 94.27% | 2,378 94.23% 16,674 92.69% 31,256 95.15%
SMI Only® 8621 [16.15% |99 | 3.92% | 1,790 | 9.95% | 6,732 | 20.49% 592 ] 19.37% | 8,029 | 15.96% |
Disability Types (may have more than one)
I'Dnlt;'l'bﬁfltt‘:i/ Developmental | 15 154 | 22780 | 1,203 |4767% | 9371 52.09% 1,581 4.81% 492 | 16.11% | 11,662 | 23.18%
smI° 21,641 | 40.55% | 913 36.19% 7,389 41.08% 13,338 40.60% 1,479 | 48.40% | 20,162 | 40.08%
SPMI™® 8,048 15.08% | 107 4.26% 2,507 13.94% 5,433 16.54% 627 20.52% | 7,421 | 14.75%
Physical Disabilities 29,127 | 54.58% | 2,005 79.48% 10,928 60.75% 16,194 49.30% 1,736 | 56.82% | 27,391 | 54.45%
Chemical Dependency 18,996 | 35.60% | 506 20.04% 4,298 23.89% 14,193 43.20% 1,085 | 35.52% | 17,911 | 35.60%
Services
PCA 4,763 8.93% 6 0.25% 1,829 10.17% 2,927 8.91% 384 12.56% | 4,379 | 8.70%
Adult Foster Care™ 3,157 5.92% 1 0.03% 3,156 17.55% - 0.00% 300 9.81% | 2,857 | 5.68%
Supported Living 6,745 12.64% 1 0.02% 6,744 37.49% 1 0.00% 284 9.29% | 6,461 | 12.84%
Targeted Case Management 4,880 9.15% 31 1.23% 1,729 9.61% 3,120 9.50% 321 10.50% | 4,560 | 9.06%

N is the Average Annual Member Enrollment (AAME), which is the total member months divided by 12.

" Enrollees who turn 65 and are enrolled in SNBC may choose to stay enrolled in SNBC instead of changing to MSHO or MSC+.
& SMI Only is defined as a diagnosis of Serious Mental llIness (see below) with no diagnosis of I/DD or Physical Disabilities.

® Definition of Serious Mental IlIness (SMI): receiving TCM or ACT program services or ARMHS program services or a diagnosis of bi-polar disorder or schizophrenia or
personality disorder or other psychotic disorder or having two or more inpatient stays with a primary diagnosis of depression or anxiety in the past two years. Diagnosis for bi-
polar, schizophrenia, personality disorder or other psychotic disorder determined by one inpatient claim or two outpatient claims containing the diagnosis in the past two years.

0 Definition of Serious and Persistent Mental Iliness (SPMI): Receiving TCM or ACT Program services in the past two years.

" Includes Corporate Adult Foster Care and Customized Living



IV.  Total Spending For Dually Eligible People In Minnesota
Table 4: Total Medicaid Costs'? for Duals Eligible to Participate in the Demonstration, State Fiscal Year 2011 (July 1, 2010 - June 30, 2011)
Institutional-certified residing in Institutional-certified residing in Residing in community with no
Nursing Facility community with HCBS Waiver Services | waiver services Total
Total PMPM Total PMPM Total PMPM Total PMPM
All Eligible Duals $838,206,344.00 | $4,347.88 $1,444,601,574.00 | $3,156.80 $321,006,614.00 | $584.35 | $2,603,814,533.00 $2,170.32
Seniors $656,153,879.00 | $4,037.67 $ 526,183,248.00 $2,176.56 $116,642,739.00 | $751.91 | $1,298,979,866.00 $2,322.15
MSHO $544,355,611.00 | $4,022.67 $ 410,875,120.00 $2,129.13 $ 87,380,683.60 | $761.77 | $1,042,611,415.00 $2,353.49
MSC+ $111,798,268.00 | $4,112.35 $ 115,308,128.00 $2,364.23 $ 29,262,055.20 | $723.93 | $ 256,368,451.00 $2,202.88
Disabled $182,052,465.00 | $6,012.90 $ 918,418,326.00 $4,254.58 $204,363,876.00 | $518.41 | $1,304,834,667.00 $2,037.68
SNBC $ 9,531,007.93 | $5,455.64 $ 76,924,574.10 $4,875.12 $ 14,817,153.90 | $77431 | $ 101,272,736.00 $2,762.34
FFS $172,521,457.00 | $6,047.02 $ 841,493,752.00 $4,205.64 $189,546,722.00 | $505.36 | $1,203,561,931.00 $1,993.67

Total Medicaid costs during fiscal year 2011 for people with dual eligibility who would be eligible to participate in the demonstration were $2.6 billion, divided
almost evenly between seniors and people with disabilities (see Table 4). For both seniors and people with disabilities, the majority of spending was focused on
LTSS. In the senior population, over 90% of spending is for people who need long term care services with 50.5% of dollars spent for institutional residents, and
another 40.5% going to LTSS waiver services for those in the community (see Figure 1). For people with disabilities, over 70% of all costs are focused on LTSS
waiver services (see Figure 2). While average spending under SNBC is higher than for those receiving services under fee for service, risk scores for SNBC
members have also been higher.

Figure 1: Population and Medicaid Costs, Dual Eligible Seniors,
State Fiscal Year 2011
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Figure 2: Population and Medicaid Costs, Dual Eligible People
with Disabilities, State Fiscal Year 2011
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V. Experience with Previous Demonstrations and Medicare Advantage Special Needs
Plans

Minnesota has been working with CMS to integrate Medicare and Medicaid services for people with dual
eligibility since 1991. In 1995 Minnesota became the first state to obtain CMS approval for a Medicare
payment demonstration that allowed fully integrated Medicare and Medicaid managed care contracts and
financing covering primary, acute and long term care services for seniors in the Minneapolis-St. Paul
metropolitan area. In 2001, people with disabilities were added to the demonstration. In 2005, with the
advent of Medicare Part D and Medicare Advantage, CMS facilitated statewide expansion of the
demonstration and transitioned the existing demonstration plans to Medicare Advantage Dual Eligible
Special Needs Plan (MA D-SNP) status in order to preserve continuity of pharmacy coverage through the
same organization under Medicare Part D. The demonstration was then phased out and contracts were
separated between Medicare and Medicaid.

The Medicare Advantage D-SNP platform has been important to Minnesota’s efforts to provide integrated
Medicare and Medicaid financing for people with dual eligibility. However, the future of D-SNPs as a
continued platform for Medicare/Medicaid integration remains unclear. Congress must reauthorize CMS
authority for all SNPs for 2013 in order for D-SNPs to continue. The financial bid processes under
Medicare Advantage are not designed with people who are dually eligible in mind and can result in
premiums that they cannot pay. New Medicare Advantage payment reductions disadvantage states like
Minnesota with lower than average Medicare benchmark payments. These reductions particularly
disadvantage D-SNPs that serve high cost populations compared to regular Medicare plans serving
younger active seniors.

Medicare Advantage rate reductions and lower than average benchmarks are particularly problematic for
D-SNPs serving people with disabilities. Since 2009, a total of five D-SNPs serving people with
disabilities in Minnesota have dropped out of Medicare Advantage citing financial viability reasons
related to Medicare payment. While SNBC began as a fully integrated Medicare Medicaid option with
seven D-SNPs in 2008, only three of the current five SNBC plans now offer Medicare D-SNPs for people
with disabilities. D-SNPs serving people with disabilities in other states also have had problems and there
is a widespread concern that Medicare Advantage risk adjustment systems do not accurately capture the
needs of people with disabilities.

While all D-SNPs are required to have contracts with states for Medicaid services by 2013, CMS D-SNP
rules are largely driven by broad Medicare Advantage policies, many of which do not consider the special
issues related to integration of Medicaid and should not be applicable to programs serving people with
dual eligibility. Despite the assistance of CMS staff, frequent SNP policy changes have made it a constant
challenge to keep Medicaid policies aligned with Medicare. New Medicare requirements just announced
for 2013 appear to make it much more challenging to retain an integrated system.

However, Medicare Advantage allows flexibility not normally found in other Medicare financing
structures necessary for reducing cost shifting and for creating efficiencies in care delivery. For example,
under Medicare Advantage, health plans are allowed to waive certain FFS Medicare requirements such as
the three day hospital stay for access to skilled nursing facility (SNF) care and to authorize payment for in
lieu of hospitalization stays in nursing homes. Through Medicaid contracts with D-SNPs, Minnesota has
leveraged some of these flexibilities such as waiving the three day hospital stay for access to SNF care
and coverage of hospital in-lieu-of days in nursing homes when warranted. Medicare D-SNPs are
required to provide care coordination for all members, so additional care coordination for people not
eligible for such assistance under Medicaid has also been leveraged through integrated financing with D-
SNPs. In addition, Medicare plans have some flexibility in interpreting Medicare coverage criteria, and
can move away from FFS-based payment methods for clinics and post-acute providers such as SNFs.
When coupled with immediate access to Medicaid home and community based services through the



Medicaid contract, this flexibility has allowed Minnesota D-SNPs to reduce re-hospitalization rates and to
avoid long term institutional placements, allowing individuals to remain in their own homes or alternative
community settings.

Such flexibility and aligned financing are needed tools for managing costs but can also change payment
and delivery incentives among payers and providers, as evidenced by innovative contracts between some
MSHO health plans and HCH based clinics, “care systems,” counties, and long term care providers. Some
of these arrangements include partial or virtual capitation “payment reform” arrangements involving risk
and gain sharing across Medicare and Medicaid for primary acute and long term care services. Some of
these models report excellent outcomes and results. However, providing the integrated financing and
flexibilities alone does not necessarily encourage providers and health plans to enter into risk-based
contracts or produce standardized systemically measurable outcomes indicating improved care. For
various reasons including reluctance to take risk, relatively few plans and providers have entered into
these arrangements which have largely been focused in metropolitan areas.

Under the new demonstration, CMS has proposed to extend some of the flexibilities available under
Medicare Advantage to demonstration plans outside of Medicare Advantage. The demonstration provides
the first wide scale opportunity to give states a larger role in influencing Medicare policy for people with
dual eligibility. Under the demonstration, the State would be a party to the Medicare contract, allowing a
stronger role in purchasing for these integrated primary, acute and long term care delivery systems. The
State could also use this opportunity to develop and promote pathways for increased communications
between HCH, counties and other providers where such integrated care systems are not possible. In
addition, under Sections 1115a (c) and 11