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STATE PROCUREMENT OFFICE
NOTICE OF AND REQUEST FOR EXEMPTION
- FROM CHAPTER 103D, HRS -~

1. TO: Chief Procurement Officer
:FROM: HEALTH/DEVELOPMENTAL DISABILITIES

Department/Division/ Agency
Pursuant to §103D-102(b)(4), HRS, and Chapter 3-120, HAR, the Department requesis a procurement exermnption {o purchase the fellowing:

3 Description of goods, services or construction:

Services performed and supplies/equipment purchased for clientyunder the 1915¢ federal agreement for the Medicaid
Developmental Disabilities/Mental Retardation (DD/MR} Home & Community-Based Waiver Services (HCBS) Program.

This request is for exemption for services identified in the approved Federal Medicaid Waiver DD/MR HCBS agreement
(Attachment A) that authorizes the State to purchase under the approved Federal Medicaid Waiver DD/MR HCBS agreement
with the Center of Medicare/Medicaid until June 30, 2011 (letter to Lillian L. Koller, Esq., Director for the Department of
Human Services (DHS), is attached and identified as Attachment B).

The unique nature of the relationship that exists between DHS and the Department of Health (DOH), Developmental
Disabilities Division (DDD) { Attachment C), is due to the billing process that was created to address issues cited in SCR 106
{Attachment D). Because of the unique circumstances of the billing process, DOH-DDD uses the Department of Accounting
and General Services {DAGS) as the mechanism to pay providers versus DHS’s Fiscal Agent, Affiliated Computer Systems
(ACS).

Until such time that DOH-DDD is able to go back to DHS billing process, DDD will need to continue to make timely
payments to these Medicaid eligible providers via DAGS.

4 Name of Vendor:  Multiple Medicaid Eligible Providers : 5. Price
i
Address: i 50
i
6. : 7. Prior Exemption Ref, No,
Termof Contract: gy January 1, 2008 To: June 30, 2011 ; 0

& Explanation describing how procurement by competitive means is either not practicable nor advantageous to the State:
All eligible Medicaid providers are able to participate. In order for DOH-DDD to get federal reimbursement for services
rendered under the Title XIX Medicaid H&CBS, participating providers must be eligible Medicaid providers.

NOTE: Item No. 5, Funding level is based on program allocation for Title XIX Medicaid HCBS Waiver Program each fiscal
year and per CMS Agreement (see Attachment for A & B) and pre-authorization for services by a State DOH-DDD case
manager. In order for DOH-DDD fo get federal reimbursement for services rendered under Title XIX Medicaid HCBS),
participating providers must be eligible Medicaid providers.

9. Details of the process or procedures to be followed in selecting the vendor to ensure maximum fair and open competition
as practicable:

All eligible Medicaid providers are able to participate. In order for providers to become active service providers of the
Medicaid program, they must apply with the State's Medicaid Agency {which is DHS) and meet all requirements imposed.
Selection of a provider is also by client choice, based on the list of eligible Medicaid providers. This is necessary in order for
the State of Hawaii to be able to recoup federal funds from Medicaid. Under the recent lawsuit settlement agreement, the
DOH-DDD needs to process all participants seeking State DDD services through a Medicaid eligibility test first before any
general funds can be used for service payment. Also based on the lawsuit, only indivduals deemed ineligible to participate in
Medicaid,or if Medicaid does rot cover needed services}can 100% State funds be used.
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REQUEST FOR EXEMPTION FROM CHAPTER 103D, HRS (Cont.)

0. A description of the agency’s internal controls and approval requirements for the exempted procurement:

Verification with DHS when processing 2 Medicaid claim through Hawaii Prepaid Medicaid Management Information

. System (HPMMIS).

Provider is selected from a list of Medicaid eligible providers by individual or designee participating in the Title XIX
Medicaid HCBS Waiver Program) and needs to be pre-authorized by a DOH-DDD case manager to perform services for
identified individuals.

12. A list of agency persomnel, by position, who will be involved in the approval process and administration of the contract:

Name Position Involvement in Process

Trudy Murakarm Public Health Admin Officer "] Approval Administration
Javier Aceret Accountant TV Approval [ | Administration
DD-CMISB Case Manager Social Worker IIVTV 04 Approval [} Administration

] Approval [ ] Administration
M Approval [] Administration
[] Approval [ ] Administration

Department: Health
15 Direct inquiries to: Contact Name: Trudy Murakami
' ) Phone Number: 586-5842
Fax Number: 586-5844

Agency shall ensure adherence to applicable administrative and statutory requirements

16 1 ce?fy that the information provided above is, to the best of my knowledge, true and correct.

- ~Department Head( | Date

15 .Date Notice Posted f&\ég f, n=7
7 ¥ 7

The Chief Procurement Officer is in the process of reviewing this request for exemption from Chapter 103D, HRS. Submit
written objections to this notice to issue an exemption from Chapter 103D, HRS, within seven calendar days or as otherwise
allowed from the above posted date to:  Chief Procurement Officer

State Procurement Office

P.O. Box 119

Honolulu, Hawaii 96810-0119

SPO-07 {Rev. 05/29/2607) 2
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REQUEST FOR EXEMPTION FROM CHAPTER 103D, HRS (Cont.)

Chief Procurement Officer’s conuments:

This approval is for the solicitation process only, HRS section 103D-310(c) and HAR section 3-
. 122-112, shall apply.

16,
E APPROVED [:] DISAPPROVED D NO ACTION REQUIRED

-~

" 31 [

Chief Procurement Offic 0 Date -

SPO-07 (Rev. 05/29/2007) 3
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Medicaid Waiver Services

DD/MR Waiver Services
Schedule of Rates
HPMMIS Provider Number:
Name of Agency
Address:
Geographical Service Area:
Effective Date:{July 1, 2006
1 Place of | Procedure
1 Service Code | Modifier Type of Waiver Service HPMMIS Procedure Unit Rate
Personal
Assistance/Habiliation -
12,99 | TIGI19 52 {(PAB)1evel ] Personal Care 15 Minute $6.54
Personal Assistance/
Habilitation - (PAB) Level 1,
12,99 { TI1020 Daily Personal Care Daily $460.42
Personal Care,
Consumer Directed Hour $11.80
Personal
Assistance/Habilitation -
12,99 { Ti019 Ul [(PAB)Level2 Personal Care 15 Minute $7.25
Personal
Assistance/Habilitation -
12,99 | TiG19 J2 {(PAB)Ievel 3 Personal Care 15 Minute $8.58
12,99 | 85120 UB [Chore Services Agency Chore Services 15 Minute $3.38
Chore Services,
Chore Services Consumer Directed Hour $6.00
12,33, Residential Habilitation Level [Habilitation,
35,99 | T2016 ur Residential, Waiver Daily $45.00
12, 33, Residential Habilitation Level |Habilitation,
35,99 1 T20l6 uz2 12 Residential, Waiver Daily $61.52
12, 33, Residential Habilitation Level |Habilitation,
35,99 | T2016 22 2A Residential, Waiver Daily $90.00
12,33, Residential Halitation Level }Habilitation,
35,99 | T2016 U3 |3 - Behavioral Residential, Waiver Daily $187.50
12, 33, Residential Habilitation Level |Habilitation,
35,99 | T2016 UB {4 - Childrens TLP Residential, Waiver Daily $294.00
12, 33, Residential Habilitation Level [Habilitation,
35,99 { T2016 5-24/7 Residential, Waiver Daily $485.28

EXHIBIT "B-1"
Page |
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Name of Agency
Address:
Geographical Service Area:
Effective Date:{July 1, 2006
: Place of | Procedure
Service Code |Modifier Type of Waiver Service HPMMIS Procedure Unit Rate
Habilitation
Habilitation Supported Supported
09 T2019 Employment Employment 13 Minute $6.54
: Respite Services - Agency,  [Respite Care -
12,99 | T1005 22 [Daily Agency Daily $142.60
: Respite Services - Agency, 15{Respite Care -
14) 12,99 | T1005 Minute Agency 15 Minute $3.15
Respite Care,
Respite Services, Hour Consumer Directed Hour $10.40
Nursing care in home |Hour - Single
12,99 | 59123 UB {Skilled Nursing (RN} by Registered Nurse Client $45.12
Hour -
Nursing care in home Chent
12,99 | 89123 UB  |Skilled Nursing (RN), Couple |by Registered Nurse Couple $63.08
Nursing care in home
by Licensed Practical | Hour-Single
12,99 | 59124 UB |Skilled Nursing (L.PN) Nurse Client $34.76
Nursing care in home
by Licensed Practical | Hour- Client
Skilled Nursing (LPN), Couple |Nurse Couple

EXHIBIT "B-§"
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Name of Agency
Address:
Geographical Service Area:
Effective Date:{July 1, 2006
Place of | Procedure
Service Code |Modifier Type of Waiver Service HPMMIS Procedure Unit Rate
rrr—— Skilled Nureing Couple e - -
Non-emergency
Non-Medical Transportation, [transportation $0.83 per
99 50215 mile mileage, per mile each mile mile
Non-emergency
transportation
Non-Medical Transportation, |commercial carrier,
99 T2004 round trip multi-passenger round trip $4.92
Day Care Services,
99 S5102 Ul Adult Day Health - Level | JAdult (Level 1) Daily 365.88
Day Care Services,
099 85102 U2 |* Adult Day Health - Level 2 {Adult (Level 2) Daily $82.00
Day Care Services,
99 55102 U3 |* Adule Day Health -  Level 3 [Adult (Level 3) Daily $117.52
* Adule Day Health - Level 1 |Day Care Services,
99 S5101 U1 |Haif-day Adult (Level 1) Half-day $33.44
? Adult Day Health - Level 2,  |Day Care Services,
99 55101 U2 Half-day Adult (Level 2) Half-day $41.48
? Adult Day Health - Level 3, |Day Care Services,
99 S5101 U3  |Halt-day Adult (Level 3) Half-day $59.28

EXHIBIT "B-1"
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Name of Agency
Address:
Geographical Service Area:
Effective Date:|July 1, 2006
Place of | Procedure
Service Code | Modifier Type of Waiver Service HPMMIS Procedure Unit Rate
Environmental Accessibility
Modification/ Adaptations, Home Modifications;
12 855165 Evaluation/Assessment per service per service
Specialized Medical
Supplies, not
. otherwise specified,
112,99 1 T2028 Specialized Medical Supplies  |waiver per item
Personal Emergency
Response Systern;
service fee, per month
Personal Emergency Response [(excludes installation DHS
12 S5161 System service fee and testing) per month | contract
Personal Emergency | per purchase
Personal Emergency Response |[Response Systenn, and DHS
12 55160 Systemn installation and testing |installation and testing! installation | contract
Personal Emergency
Personal Emergency Response [Response System; per purchase
Systern installation and testing [installation and testing and DHS
12 55160 (Molokai, Lanai) {Molokai, Lanaj) installation | contract
Personal Emergency
Personal Emergency Response |Response Systern; DHS
12 55162 System purchase purchase only per purchase | contract
Vehicular
12 12039 Vehicular Modifications Modifications, waiver | per service
Specialized Medical
Equipment, not
Specialized Medical otherwise specified,
12,99 { T2029 Equipment waiver per purchase

EXHIBIT "B-1"
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Name of Agency
Address:
Geographical Service Area:
Effective Date:|July 1, 2006
Place of | Procedure
Service Code  [Modifier Type of Waiver Service HPMMIS Procedure Unit Rate
11,12, Training and Consultation for Physical Therapist -
99 59131 52 |caregivers, PT on island per hour 387.92
11, 12, : Training and Consultation for {Physical Therapist -
99 59131 52 |caregivers, PT, NI flying to NI per hour $162.92
11,12, Training and Consultation for |Occupational
99 59129 52 {caregivers, OT Therapist-on island per hour $87.92
11, 12, ? Training and Consultation for {Occupational
99 59129 52 jcaregivers, OT, NI Therapist-flying to NI | per hour $162.92
11,12, Training and Consultation for {Speech Therapist - on
99 59128 52 |caregivers, Speech island per hour $87.92
11,12, 3 Training and Consultation for |Speech Therapist-
99 59128 32 |caregivers, Speech, NI flying to NI per hour | $162.92
11,12, Training and Consultation for
99 855445 caregivers, Behaviorist Behaviorist-on island | per session | $87.92
11, 12, 3 Training and Consultation for |Behaviorist-flying w0
99 59443 caregivers, Behaviorist, N1 NI per session | $162.92
11, 12, Traming and Consuhiation for
99 59128 52 |caregivers, Audiologist Audiologist per hour $87.92
11,12, ’ Training and Consultation for | Audiologist - flying to
99 59128 52 |caregivers, Audiologist, NI NI per hour $162.92
11,12, Training and Consultation for
99 59470 caregivers, Dietician Dietician Visit 358.08
11, 12, Training and Consultation for
929 T1003 caregivers, LPN LEN 13 Minute $8.69
11, 12, Training and Consultation for
99 55109 caregivers, MD MD per session | $120.00

EXHIBIT "B-1"
Page §




Name of Agency
Address:
Geographical Service Area:
Effective Date:{July 1, 2006
| Place of | Procedure
| Service Code | Modifier Type of Waiver Service HPMMIS Procedure Unit Rate
11, 12, Training and Consultation for
59445 UB [caregivers, Pharmacist Pharmacist per session | $92.12
11,12, Training and Consultation for
53109 22 |caregivers, Psychiatrist Psychiatrist - on island| per session | $150.00
£, 12, T raining and Consultation for |Psychiatrist -flying to
S5109 22 |caregivers, Psychiatrist, NI NI per session | $225.00
11, 12, Training and Consultation for
59445 22 |caregivers, Psychologist Psychologist per session | $104.28
11, 12, ? Training and Consultation for [Psychologist - flving
59445 22 |caregivers, Psychologist, NI to NI per session | $179.28
B, 12, Training and Consultation for
T1062 caregivers, RN RN 15 Minute | $16.17
11, 12, Training and Consultation for
89127 52 _|caregivers, SW Social Worker per hour $43.64
T2034 DD/MR Emergency Shelter Daily $504.80
12,99 | T2034 22 iDD/MR Emergency Respite Baily $223.20
T2034 52 |DD/MR Emergency Outreach Hour $79.20

: Respite per diem rate reflect twenty-four (24) hours of service provision. Respite services, 15 minutes, shall not
exceed a total of eleven (11) hours per day.

 Adult Day Health rates reflect service provision for full day: six (6} or more hours per day; or half-day: three (3) or
more hours per day.

* Provider shall be authorized for maximum of four (4 hours at NI rate. Additional hours shall be authorized and
provided at non-NI rate.

{11} Office (12) Home (31) Skilled Nursing Facility (32) Nursing Facility (33)
|Custodial Care Facility (35) Adult Living Care Facility (54) Intermediate Care
{Facility/Mental Retardation (62) Comprehensive Outpatient Rehab Facility (99} Other

Place of Service Codes: ’unlisted fac

Rates are inclusive of all applicable taxes.

EXHIBIT "B-1"
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Name of Agency

Address:

. Geographical Service Area:

Effective Date:|July 1, 2006

i Place of | Procedure
“o T Service Code | Modifier Type of Waiver Service HPMMIS Procedure Unit Rate

Any and all expenditures and services to clients beyond the Department of Health case management authorization are
subject to non-payment.

Medicaid waiver services are not billable during periods of client hospitalization, long-term institutionalization or
periods of suspension of the waiver.

EXHIBIT "B-1"
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DEPARTMENT OF HEALTH & HUMAN SERVICES
CENTERS FOR MEeDICARE & MEDICAID SERVICES
REGION IX
75 Hawthorne Street
Suite 408
San Francisco, CA
94105
JUN 20 503 ' | Mo
. T,
Lillian L. Koller, Fsq. - 5;‘;__-3‘;_;5';
Director , ; eI
Department of Human Services N ENIHG
; o b ST |
P.O. Box 339 T
Honolulu, HI 96809 > oo
prunact N '-N_-‘ Ly
Z Test
o = c

Dear Ms. Koller:

I am pleased to inform you that the Centers for Medicare & Medicaid Services (CMS) has approved

your request received April 4, 2006 to renew Hawaii’s Medicaid Home and Community-Based

Services (HCBS) waiver for individuals with developmental disabilities/mental retardation (DD/MR)

as authorized under Section 1915(c) of the Social Security Act. This waiver has been assigned CMS

control number 0013.90.R4. This waiver program provides HCBS as an alternative to institutional

care for persons cligible for ICF/MR placement. The effective date of this renewal is July 1, 2006} mj
LB AR S

As part of this renewal, you requested permission to make the following changes in this waiver
program: 1) to provide necessary supports to an additional 150-200 persons with developmental
disabilities each year to maximize their independence and support their participation in their
communities, 2) to establish a Quality Management (QM) system to comprehensively evaluate and
continuously improve the quality of services participants receive, 3) to expand the waiver’s coverage
area to the entire State, 4) to increase public input into the development of the waiver and its QM-
systems, 5) to increase anticipated waiver enrollment by approximately 50% to fuily meet anticipated
demand for services, and 6) to expansion of services covered to include chore services, training and
consultation, specialized medical equipment and supplies, vehicular modifications, assistive

technology, and personal emergency response systems.

This approval is subject to your agreement to provide services for no more individuals than the
number listed in column “C” below. “Total” amounts reflect slight rounding as exhibited in Appendix

J-2 of the State’s approved waiver renewal.

WAIVER YEAR - FACTCR C FACTORD TOTAL

July 1, 2006 - June 30, 2007 2584 X $37,242 = $96,234,067
July 1, 2007 - June 30, 2008 2,784 X $38,414 = $106,943,960
July 1, 2008 - June 30, 2009 2,934 X $39,578 = $116,121,274
July 1, 2009 - June 30, 2010 3,084 X $40,783 = $125,776,235
July 1, 2010 - June 30, 2011 3,234 X $42,021 = $135,896,355

Attachment B
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Page 2 — Lillian L. Kohler, Esq.

With a satisfactory showing, the waiver may continue to provide services and be renewed at the end of
this five-year period. We appreciate the cooperation provided by you and your staff during the
renewal process. If you have any questions, please contact Rick Spector at (415) 744-3592.

Sincerely,

Tl A

Linda Minamoto
Associate Regional Administrator
Division of Medicaid & Children’s Health

ce: Gale Arden, Director, DEHPG, CMSO
Chiyome Fukino, M.D,, Director, DOH
Mary Rydell, CMS Pacific Representative
Cheryl Young, CMS, Region IX
Debra Baumert, CMS, Region IX
Ellen Blackwell, DEHPG, CMSO
Patty Johnson, Director, DHS, ACCSB
Dr. David Fray, Chief, DOH, DDD
Eddie Martin, CMS, Region IX

&S
PRAC, DD D
Cornp. &S, DDD
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LINDA LINGLE MARK J. BENNETT
GOVERNOR ATTORNEY GENERAL

‘ . LISA M. GINCZA

STATE OF HAWAII FIRST DEPUTY ATTORNEY GENERAL
DEPARTMENT OF THE ATTORNEY GENERAL
HEALTH & HUMAN SERVICES DIVISION
465 3. King Street, Room 200
HonowLuiy, Hawal 96813
(808} 587-3080

NGO

To: Sheila Walters
DAGS, Pre-Audit

0. % V O£ 90v i

ped
From: Martha C. Im/Jill T. Nagm
Deputy Attorneys General

Date: August 29, 2006

Re:  Relationship between the Departments of Human Services & Health and DD/MR
Provider Agreements

This memo is in response to a request explaining the relationship between the
Departments of Human Services and Health in relation to payment to Developmental
. Disabilities/Mental Retardation Medicaid Waiver (DD/MR) providers.

The Department of Human Services (DHS) is the single State agency designated to
administer the Medicaid program under Title XIX of the Social Security Act, 42 C.F.R. §431.10
through the authority of §346-14, Hawaii Revised Statutes, and is therefore responsible for
securing the federal matching funds for Medicaid Waiver programs. The DD/MR Medicaid
Waiver program contracts with providers for the provision of services to the Department of
Health (DOH), Developmental Disabilities Division clients.

>

Thus, although DHS normally processes invoices and claims for Medicaid waiver
providers, DOH developed a payment system, linked to the DHS claims processing system, to
ensure more timely payment to providers servicing the DD/MR population..DOH pays the
DD/MR waiver provider directly upon the provider’s submission of claims. These claims are
based on prior authorizations. The claims processing and provider invoices are submitted
through the Department of Accounting and General Services (DAGS), DAGS produces a check,
and the provider is paid.

DOH then submits appropriate information to DHS’ payment system in order to receive
the federal matching funds for this waiver population. Once DHS verifies eligibility for the
claims submitted, DHS secures the federal match for the DD/MR waivers and, in turn,
reimburses DOH. The Centers for Medicaid and Medicare Services, the federal agency that

Attachment C



| Ms. Sheila Walters

August 29, 2006
Page 2

admunisters Medicare, Medicaid, and Child Health Insurance programs, is aware of the payment
process established by DOH and has not indicated that this is problematic.

An overview of the claims payment process for DD/MR waivers is attached. If you have
any questions, please contact me at 586-3983.

CC:  Dr. David Frey, DOH/DDD
Trudy Murakami, DOH/DDD
Patty Johnson, DHS/SSD
Lois Lee, DHS/SSD

Attachment
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e
LILLIAN B. KOLLER, ESQ.

LINDA LINGLE

GCVERMOR QIRECTCR

HENRY OLIVA
QEPUTY CIRECTOR
STATE OF HAWAI!
DEPARTMENT OF HUMAN SERVICES
P.O. Box 339
Honolulu, Hawaii 96809-0339
August 13, 2004
MEMORANDUM
TO: The Honorable Linda Lingle

Govemor of the State of Hawait

ATTENTION:  Linda Smith
Legislative Coordinator

Office of the Governor

FROM: Lillian B. Koller, Esg., Director C&&
Department of Human Services

Dr. Chiyome Fukino, Director
Department of Health

SUBJECT: Report to the Legislature Requested by SCR 106, 2004 Legislature

Enclosed is a copy of a report to the Legislature requested by SCR 106 adopted by the 2004

Legislature.

Also enclosed are transmittal letters to the Senate and House, which have been prepared for your
signature. When these letters are returned to us, we will forward them to the respective offices

with the report.

Enclosures

-

AN EQUAL OPPORTUNITY AGENCY Attachment D~



STATE OF HAWAII

DEPARTMENT OF HUMAN SERVICES
DEPARTMENT OF HEALTH

REPORT TO THE HAWAII STATE LEGISLATURE PURSUANT
TO SENATE CONCURRENT RESOLUTION 106 - REQUESTING
AN INQUIRY INTO THE DELAYS IN PAYMENT TO
DEVELOPMENTAL DISABILITY PROVIDERS.

SUBMITTED TO THE TWENTY-THIRD
STATE LEGISLATURE, 2005

AUGUST 24, 2004



REPORT TO THE HAWAII STATE LEGISLATURE PURSUANT
TO SENATE CONCURRENT RESOLUTION 106 - REQUESTING
AN INQUIRY INTO THE DELAYS IN PAYMENT TO

DEVELOPMENTAL DISABILITY PROVIDERS.

I. BACKGROUND

On November 1, 2002, the Department of Human Services (DHS), Med-QUEST
Division (MQD), transitioned its Medicaid fiscal agent services and claims processing
system from Hawaii Medical Services Association (HMSA) to a new fiscal service
arrangement with Affiliated Computer Services and the Arizona Medicaid Agency,

Arizona Health Care Cost Containment Systemn.

* Affiliated Computer Services (ACS) is the fiscal agent for Hawaii’s Medicaid
program. The Medicaid program consists of the fee-for-service (FFS) program
and the QUEST program, which provide medical assistance to eligible individuals

under Title XIX of the Social Security Act.

The FFS program is a State administered program that receives funding
for approximately 56% of its expenditures from the Federal Govemnment,
i.e., from the Centers for Medicaid and Medicare Services (CMS).

The FFS program includes acute care services (including hospitalization
and nursing . homes) as well as "waiver" services which are non-
institutional home and community-based care. Waiver services are
defined as those services provided in a home and community-based

setting.

The majority of recipients eligible for FFS are Aged, Blind, or Disabled
(ABD) who are currently not eligible for enrollment in QUEST managed

care plans.

The "waiver" services for individuals with developmental disabilities-or
mental retardation, who require non-acute care support, are administered
by the Department of Health (DOH). Services for all other "wajver"
clients are administered by the Department of Human Services, Social

Services Division (SSD).

Dental services previously provided through separate dental plans are also
offered through the FFS program to all eligible Medicaid FFS and QUEST

recipients.

Under the current FFS program, including waiver services, payments are
made to Medicaid providers in arrears based on the services rendered and

SCR 106 Report Page 1 August 3, 2004



This system, the Hawaii Prepaid Medical Management Information
System (HPMMIS), was developed through an inter-state agreement
between the State of Hawail MQD and the State of Arizona AHCCCS.

Under this partnership, AHCCCS is responsible for system operations,
system change requests, reports, and ongoing support.

MQD and SSD are responsible for provider contracting, business policies
and claims processing rules, reference tables, and user acceptance and

systems testing.

HPMMIS operates on an Arizona mainframe computer located in Phoenix,
Arizona.

SCR 106 focuses on payments to Medicaid providers who offer waiver services to
individuals with developmental disabilities/mental retardation (DD/MR).

. . Although there are 3,200 individuals receiving
All services are paid through the HPMMIS case management services from DOH, only 1,987
system. individuals receive DD/MR waiver services. SSD
has contracted with 49 providers to service these

On April 13, 2004, ACS offered help to | jndividuals.

DD/MR  waiver providers to identify
outstanding claims for dates of service from October 2002 through December 2003.

Specific instructions were provided to expedite the review and processing of claims.
Providers were requested to provide an estimate of the total amount owed and submit

associated claims to ACS.

* The due date for submitting estimated amounts and claims was Apnl 26, 2004.
» This date was extended to May 26, 2004 since only 27 of the 49 DD/MR

providers had submitted claims by April 26.

II. SCR106 PAYMENT AMOUNT

The discrepancy in the amount of unpaid billings reported in SCR 106 and the amount
providers estimated individually creates a different perspective of the payment issue.

»  Total payments for DD/MR waiver services in 2003: $60 million

=  SCR 106 estimated unpaid billings: $7,000,000 to $8,000,000

» Actual estimated outstanding amount submitted for payment as claims but not
verified and approved: $1,898,011.77

*  SCR 106 estimated unpaid percentage: 10-15 %

» Actual estimated outstanding percentage: 3%

There appears to be a significant overstatement of amounts due to DD/MR providers.
Further, comparatively speaking, the $1,898,011.77 estimated outstanding amount due to

SCR 106 Report Page 3 August 3, 2004



Each of the system improvements described above have significantly enhanced the
. _ efficiency, accuracy, and speed of payments to DD/MR providers.

Currently, the following improved policies and procedures are in effect:

1.

SCR. 106 Report Page 5

Providers are contractually required to contact and obtain approval/prior
authorization (PA) from the client’s DOH case manager before providing

services.

Approval is documented in a PA approval letter generated through HPMMIS and
sent to providers prior to the month in which services are rendered. If a change m
the PA is needed, a new letter is generated and sent within two days of entering

the PA changes into HPMMIS.

Each month, DOH staff creates a disk of PA data downloaded from DDCARES
which is transported to ACS for uploading into HPMMIS. All new PAs for the
upcoming meonth are input into HPMMIS by the 16 of the month. HPMMIS
then generates PA approval letters for providers which are mailed by the third
week of each month for the next month of service. As of July 2004, with DOH's
direct access to HPMMIS, any PAs that previously couid not be inputted from the
disk as well as any PAs that need changes from now on can be expeditiously
inputted/modified directly by DOH staff into HPMMIS.

Occasionally, prior authorizations cannot be inputted into HPMMIS because the
client's Medicaid eligibility has been flagged as “ineligible" principally due to the
delay in response to requests for Medicaid eligibility reviews. DOH and DHS are
addressing the inability to input prior authorizations due to Medicaid "ineligible"
edits resulting from pending eligibility reviews. We are considering the
implementation of "passive renewal” for DD/MR clients.

Providers are instructed to provide only those services authorized in the PA letter
and bill accordingly. Only one claim per client per provider can be submitted

each month.

Occasionally, approved services are revoked and HPMMIS generates a letter to
the provider indicating the PA is no longer valid. PA revocations can occur fora
number of reasons, such as the case manager's determination that services are no
longer needed or the client requests services from a different provider. At any
time prior to the month of service, a PA letter could be received revoking a
previously issued prior authorization. When this occurs, providers are not
authorized to provide the service and associated claims will be denied.

Often service needs change during the service month, in which case, the providers
must contact the client's case manager, who authorizes or denies the request based

on the client and/or guardian’s approval and the ISP for that client.

August 3, 2004



B. Current Situation

Today, all areas are significantly improved. | for payment through HPMMIS. Providers

there 1is
HPMMIS is not able to process claims in a

timely manner. ' i
‘ ‘ claims to DD/MR providers amounts fo only

Still,

SCR 106 Report

Estimated payments were offset by actual claims submitted later by the providers
to verify the services rendered, as required by CMS.

Some providers did not realize that they had to submit claims correctly to offset
payments made to them and to reconcile their accounting records to the payments
made. Many of those providers continue to complain that they have never been
paid for services but they have, in fact, simply failed to submit correct claims and

to reconcile their accounting records.

Significant recordkeeping by ACS was required to monitor this process and
ensure full recoupment of estimated $4.5 million payments to waiver providers, as

required by CMS.

Full reconciliation of the estimated payments (with one exception) could not be
completed until September 2003.

One provider no longer provides waiver services so recoupment was not
completed. MQD is pursuing a collection action for the overpayment to this

provider.

Over 6,000 providers submit claims fo ACS

a common perception that | have adjusted fo the new system and
experience Jsolated, periodic payment
problems. The $1.9 million in outstanding

. 0.22% of the fotal $868 million dollars paid
HPMMIS supports the processing and | 0 - oyiis to providers.
payment of all Medicaid claims.

From October 2002 to December 2003, over $868 million dollars were paid
through HPMMIS for QUEST and Medicaid FFS, including waiver, services.
The delayed payment problems still being reported by waiver providers
represent only $1.9 million, or approximately 0.22% of the total 3868 million

amount paid through HPMMIS,

Payments were made on 2 million claims from the October 2002 to the December
2003 time period for all Medicaid claims.

DHS, DOH, and ACS continue to work with AHCCCS to identify system issues
to correct errors and minimize the need to manually process or special handle

categories of claims.

SSD, with support from MQD, developed business rules for all waiver claims
processing for payment and budget integrity to prevent Medicaid fraud as
required by CMS.
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Finding 2:  Providers Vary In Ability And Organizational Resources To Manage
The Claims Billing And Payment Reconciliation Process. Provider Training Sessions
Have Been Conducted But Provider Billing Errors Still Occur.

A. Billing Errors by Providers

Common errors are listed below:

Approximately 39% of payment
delays are caused by provider e . )
billing errors on the claim form. .(&) . Biih_rag CITOIS m Spemﬁc. datzf fields, c.g.,

mvalid recipient ID number, invalid procedure

code.

(b) Billing errors in procedure fields, e.g., not circling the changes on a
resubmission, putting previously paid amount in cost share field, billing for same
procedure on two lines, billed charges not matching number of units and unit

charge.

(c) Billing errors caused by specifics of a case, e.g., not billing around a
suspension period, dates of service not matching prior authorization dates of

service.

Claims with vrnissing data are Returned To
eliminate some, but not afl, of these | Provider (RTP’d) by ACS for correction and
| errors.  Provider billing staff must stiil | resubmittal. Claims with invalid data are denied
submit accurate claims, especially | payment by HPMMIS.

adjustment (resubmission} claims.

Eiectronic  claims  submission wifl

The turnaround time for payment of a “clean”
claim with matching PA is 2-3 weeks, depending on when the claim was entered into
HPMMIS or processed electronically. Two DD/MR providers are submitting claims
electronically and getting over 90% of their claims paid within 30 days.

B. Remittance Advice to Manage Claims Billings

Providers are required to use their | The purpose of the Remittance Advice is to
weekly Remittance Advice to manage | document the action and status of each claim
their claim blf!mg and reconciliation processed by HPMMIS during the previoug
procedures. week.  Providers should recorcile their
accounting records with the Remittance Advice

as soon as it 18 received.

* Reconciliation of a Remittance Advice requires attention to detail. Remittance
Advices contain payment and denial information at the claim and line item level.
For each claim that pays, either in full or in part, providers should post the
information to their imternal accounting ledger.
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D. Provider Training

The summer before HPMMIS was implemented, Medicaid Waiver Program staff

provided training statewide to orient and prepare providers on the use of new claim tools,
the new claim forms, and the use of prior authorizations. ACS held three rounds of

targeted training sessions for waiver providers to explain detailed billing instructions and
provide sample claim forms. Special mailings and instructions are periodically sent to

providers to help with reconciliation.

* ACS meets individually with providers who continue to have payment problems
to discuss specific claim issues and provide detailed analysis of common errors.

* SSD’s fiscal and information staff provide technical assistance to individuals and
groups to assist providers who are having problems with their claims.

* DOH staff likewise provide training, assistance, and support to individual
providers.

* Provider Bulletins contain information specific to waiver providers.

* The DHS Director, Lillian Koller, personally held frequent meetings (at first
weekly, then semi-monthly and later monthly) from February to November 2003,
to allow providers to express their concerns with the State’s progress in solving
payment or PA problems and to develop workable solutions. These meetings
provided clarification of billing requirements and instructions for specific

situations.

* ACS continues to meet with providers to address payment issues as necessary.

* The Hawali Waiver Providers Association met with ACS in March 2004 for a
refresher training session. ACS also fully described the claims status information

available on the MQD’s web site.

For most Medicaid providers, billing erors have been
eliminated and payment problems are minimal. For some
providers, billing errors and PA issues continue fo fmpact

payment,

[ Finding 3:  Payments Are Made To Providers With Verifiable Claims

Based on ACS’ analysis of claims submitted by providers for the reconciliation project
initiated as a result of SCR 106, payment concems continue to exist with some providers.

* Claimswere submitted by 31 of 49 DD/MR waiver providers (63%).
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Finding 4:  Payment Delays Due To The PA Process Continue To Be Addressed.

A.  Frequent Changes To Authorized Services Contribute to Payment Delays

: Some change requests to the Individualized Service
ﬂ .

DOM nalvr sensoos s morag | P10 (ISP) are client requested, such s “clen

fo accommodate a varety of | ‘ants to have services on different days and

changes o client's ISPs. different times.

* Some change requests are provider requested, such as “provider believes client is
agitated so requests an extra half hour of service.”

* Some change requests are related to provider capacity, such as “provider received
approval to provide RN-based services but used LPN-based service instead.”

* Some change requests require significant internal discussion because they require
analysis of contract terms and conditions, such as the case of a foster parent {and
provider) staying home because the client is sick and requesting additional

compensation for home care.

* Change requests are reviewed by the DOH DD/MR case manager with the
individual client and/or client's guardian; as a result, some are approved and some
are denied based on needs and available resources.

* Providers report that prior authorization letters for changes are not always
received in a timely manner. Providers want to submit claims within the first two
weeks of the month following the provision of services, including those services
that were increased or changed during the previous month. This is what is
expected and this is what we are trying to achieve.

* Providers report they occasionally discover that a PA has been updated or
changed; yet they did not receive a PA letter. Providers are instructed to call ACS
to verify that a prior authorization has been entered into HPMMIS before

submitting a claim for payment.

B. Changes to Streamline the PA Process

Management of the PA process at DOH has
oeen difficult until July 2004 due to DOH's | Our findings confirm that up to 25% of the
previously limited access to information in | updafes and changes approved by DOH case

HPMMIS and inability to transmit data | managers are not entered info HPMMIS in a

between its internal system and HPMMIS, | fmely manner
At that time, DOH’s internal system,
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* The frequency of times where providers have increased or modified services and

submitted claims before seeking or confirming authorization from the DOH case

. _ manager has created the perception among case managers that some providers are
i taking advantage of the system.

Providers continue to submit claims for * Recently, one provider submitted
additional service units that have been over 1,000 claims; 34% were
properly denied. properly denied.

*  When HPMMIS was first implemented for dates of service starting October 1,
2002, DOH case managers were unable to monitor the submission and
resubmission of invoices for denied services. As of July I, 2004, with new
connectivity to HPMMIS and access to data, DOH has the ability to change PAs

in a more timely manner.

All Components of Claims Processing Must Work Together To Ensure

Finding 5:
Timely Payment of Claims.

A. HPMMIS Meets Medicaid Management Information Systern Standards

HPMMIS is a full-featured Medicaid claims

HPMMIS is a more complex processing system. It requires users and operators

. system for users than the to put the correct data in the data fields that
' payment _ system  previously identify the provider, recipient, type of service

used by waiver providers. rendered, type of bill, and payment amount. It

requires more data than the previous manual

approach, but all of these requirements are
standard for the current Medicaid industry.

* Each claim must be correctly completed with valid data, such as recipient ID,
provider ID, tax ID, diagnosis code, service code, place of service, total charges,
and waiver indicators. In total, over 25 fields are required to be completed in
order for a claim to process correctly. This is standard billing practice for all

Medicare/Medicaid services.

HPMMIS is designed o
* For waiver services, only one claim per recipient | provide Medicaid  fraud
can be submitted each month per provider; each | profection.
claim may have more than one detail line if more
than one type of service 1s provided.

* Each claim must have a matching prior authorization already in HPMMIS in order
to pay.

SCR 106 Report Page i5 August 3, 2004




*  Providers submitting electronic claims experience the timeliest payment of
claims.

* DHS has approved a contract amendment with ACS to expand its provider
services and promote electronic claims submission. The cost of this contract
amendment is $2.5 million for the time period April 2004 through June 2007.
This contract amendment allows ACS to hire three Provider Relations Field
Representatives and two Business Analysts, and also provides for the
implementation and ongoing support of its new electronic data interchange (EDI)
package, WINASAP2003, which DHS is offering to providers free of charge.

« Field Representatives will meet with providers on a regular basis to assist
in all aspects of interaction to identify issues that prevent timely payment
for providers. Resolution of the problem may involve multiple

approaches, depending on the cause.

+ Field Representatives often work with Business Analysts to identify the
reason(s) for payment delays and to develop and execute plans to resolve
the problem. This could invoive additional traimng of provider staff to
submit a "clean" claim, which results in payment without manual
intervention (automatically process through the system). Follow up action
could also result in additional training of provider staff to read and
understand the remittance advice (RA) in order to initiate actions to
resolve "problem" claims, and to assist provider staff in reconciling claims

paymentis.

« Provider Relations Field Representatives will play an important role in
assisting providers with the transition to electronic claims submission via
WINASAP2003. ACS staff will assist providers in the set-up of
WINASAP in their offices and train provider staff on the use of the

system.

» ACS Business Analysts will assist Field Representatives in researching
claims problems and identifying issues requiring technical interaction with

DHS or AHCCCS.

«  WINASAP2003 is being provided free of charge to providers and is ideal
for DD/MR waiver providers. It can be installed on a personal computer
and requires only a modem to connect to ACS' EDI Gateway operation,
Installation, training, and on-site support is provided under this contract
amendment. Providers will be able to load client and procedure code data
to streamline the submission of monthly claims and virtually eliminate the

potential for errors.
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The Department of Health (DOH), the Department of Human Services {DHS), and
Affiliated Computer Services (ACS) have collectively determined that overall
improvements in’the billing and payment outcomes for waiver services can be achieved
with the roll-out of the five projects listed above.

Recommendation 1: Improve Timeliness Of PA Processing In DOH.

The goal of this effort is to improve the timeliness of PA processing in DOH.

To achieve this goal, DOH and DHS have initiated the following tasks:

* Review and streamline DOH policies and procedures
*  Provide HPMMIS access and training to DOH staff at DOH offices

*  Modify HPMMIS to allow DOH to correct PA mismatches and update PAs
on a timely basis

*  Continned exploration of technological alternatives to streamline PA process

A. DOH Policies and Procedures

DOH will review its policies and procedures to ensure that its case managers and fiscal
staff have the tools, guidelines, contractual rules, and training to efficiently process prior

authorizations for waiver services.

This review includes:

* DOH and SSD prepared and distnbuted guidelines to all Medicaid waiver
providers and case managers, including those who serve DD/MR waiver clients,

on August 2, 2004.

* Guidelines will clarify standards related to preparing and changing prior
authorizations.

* Guidelines will require DOH staff to remind providers that claims should not be
submitted unless the service has been approved and entered into HPMMIS.
Approval means that the provider has received a prior authorization letter from

HPMMIS for the service.
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* DOH will be instructed on how to pull up these claims, complete a review, and
take appropriate corrective action.

* Training will be provided by DHS on working the "pend" location and
reprocessing claims quickly for payment.

D. Benefits of New "Pend" Location on HPMMIS

This new proceés will enable DOH to replicate the manual review they performed with
the previous invoicing system. ‘

* (Claims with no PA will no longer be automatically denied. If a provider receives
a claim denial for no prior authorization, the denial reason is printed on the

Remittance Advice.

* (Claims with a matching PA will not require review. These claims will be
approved for payment automatically by HPMMIS.

*  (Claims with a PA mismatch will be reviewed by DOH. The review process is as
follows:

DOH case managers determine if billed services were approved.

If the PA needs to be updated, DOH can do the update directly in
HPMMIS.

If the PA is correct and the provider billed for unauthonzed services, the
claim can be denied by HPMMIS automatically.

Recommendation 2: Disseminate Contract and Billing Guidelines To Providers.

The goal of this effort is to ensure that waiver providers, including DD/MR, clearly
understand the terms and conditions of their contract with the Social Services Division.
SSD is developing detailed contract and billing requirements for all waiver providers.
These requirements will be presented as guidelines to stipulate provider qualifications for
administrative and fiscal operations of programs and services delivered to Medicaid
recipients by the third quarter of FY 2005 before the new contracting period begins.

= Assistance will be offered to providers who need special help to meet these
requirements,

* Audits may be required.
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Recommendation 5: Offer Cost-Free Electronic Billing Software To Waiver
Providers.

The goal of this effort is to provide waiver providers with a cost-free method of
submitting electronic claims. ACS is rolling out an electronic billing system in July
2004. WINASAP2003 is a stand-alone billing system designed for providers submitting
fewer than 300 claims per month. This threshold makes it an ideal product for most
waiver providers. It is being offered free of charge to providers. It requires only a
modem to connect with the ACS electronic data interchange gateway. This distribution
of the free electronic billing software is part of the new contract with ACS which
includes hiring new provider staff to help providers as stated in Finding 4, Section B.
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