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The Honorable Sylvia Burwell

Secretary of the Department of Health and Human Services
200 Independence Avenue, SW

Washington, DC 20201

Dear Madame Secretary:

On behalf of the people of the Commonwealth of Kentucky, I am pleased to
submit our request for a Section 1115 demonstration waiver for Kentucky
HEALTH.

Last year, we began the process of transforming Kentucky’s Medicaid program in
an effort to produce better health outcomes while ensuring the long-term fiscal
sustainability of the program. The need for change is urgent. Almost twenty
percent of our residents live in poverty, we are 47th in the nation for median
household income, nearly one-third of Kentuckians are on Medicaid, and our
workforce participation is among the worst in the nation at less than 60 percent.
Kentucky also ranks third in the nation for drug related fatalities. I know, from
our conversations, that these facts concern you deeply.

As you are aware, next year we will be required to start paying a portion of the
costs of Medicaid expansion for the first time. This is expected to cost Kentucky
taxpayers approximately $1.2 billion in new spending for fiscal years 2017
through 2021. This is an expense Kentucky cannot afford without jeopardizing
funding for education, pension obligations, public safety and the traditional
Medicaid program for our most vulnerable citizens.

Kentucky HEALTH is a transformative program designed not only to stabilize the
program financially, but to improve health outcomes and overall quality of life
for its members. Our demonstration waiver seeks to continue health coverage
for our existing Medicaid population while evaluating new policies designed to
prepare individuals for self-sufficiency and private market coverage. In addition,
our proposal seeks to strengthen our behavioral health delivery system, which is
critical to addressing Kentucky’s substance abuse epidemic.
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As part of the waiver’s development, we had a robust public comment process,
which included three public hearings, and an extended comment period to
ensure every Kentuckian that wanted to be heard could be included. In total, we
received nearly 1,350 comments and made adjustments to our waiver
application to address our citizens’ most pressing concerns. The resulting waiver
request includes the preservation of allergy testing benefits, as well as additional
protections for the medically frail population.

The Kentucky HEALTH Section 1115 demonstration application represents our
good faith effort to continue Medicaid expansion in a responsible manner. It is
within your authority to approve our request as written. This is what I am
humbly asking you to do. In fact, most of the features of Kentucky HEALTH have
already been approved by your agency in other states. We believe the
Commonwealth of Kentucky should be given the same opportunity as others to
reform our Medicaid program to meet the unique needs of our Commonwealth.
We need a lifeline.

In the interest of the Commonwealth of Kentucky, I hope you will view our
application favorably. My team and I stand ready and committed to continue our
conversations. By working together in an expeditious manner, Kentucky will
have a transformative Medicaid program that will better serve the over 400,000
Kentuckians who are currently receiving healthcare benefits under expanded
Medicaid.

Thank you in advance for your thoughtful consideration of our request.

Sincerely,

Matthew G. Bevin
Governor
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Section 1: Kentucky HEALTH Program Overview

Kentucky HEALTH isthe Commonwealth of Kentucky's 1115 demonstration project focused on “Helping
to Engage and Achieve Long Term Health (HEALTH)"”. The proposed demonstration projectis part of an
overallinitiativeto transform the Kentucky Medicaid program to empowerindividuals toimprove their
health and gain employersponsored coverage or other commercial health insurance coverage, while
simultaneously ensuring the program's long-term fiscal sustainability. Only by helpingmembers engage
intheir healthcare and their communities, will the Commonwealth achieve long term improvementsin
the health of its citizens and improved fiscal health for the Commonwealth and its Medicaid program.
To thisend, the Commonwealth seeks afive-year Section 1115 waiver from the Centers for Medicare &
Medicaid Services (CMS) toimplement and evaluate Kentucky HEALTH, a demonstration project
designedto provide dignity toindividuals as they move towards self-reliability, accountability, and
ultimately independence from publicassistance.

The program seeks to break the cycle of poverty through efforts on several fronts. First, the program
encourages members toimprove their health by incentivizing preventive care, participation in disease
management programs, and healthy lifestyles. Second, the program embraces private market policies
and principlestofamiliarize members with commercial health insurance coverage to prepare them for
the commercial market. Third, the program focuses on addressing Kentucky's growing drugabuse
epidemic, which based onarecent Centers for Disease Control and Prevention (CDC) study determined
that nearly half of all countiesinthe Commonwealth are at risk for an HIV or hepatitis Coutbreak.! This
risk analysis was based in part on unemployment rates. Addressing employment goes hand in hand with
health, and therefore the program will also focus on engaging members in the community, either
through employment or preparing foremployment, as well as volunteer activities. Further, in additionto
creating new requirements for members, the program also raises accountability for the healthcare
system by furthering the "Triple Aim" of improving the patient experience, improving population health,
and lowering costs.

While Kentucky HEALTH is uniquely designed for the specific challenges facing Kentucky, most of the
individualfederal authorities necessary to implement this demonstration project have been previously
approvedin otherstates. Through this waiverapplication, the Commonwealth is seeking the
opportunity to evaluate these new program componentsin Kentucky, with the goal of dramatically
improving member outcomes. The Kentucky HEALTH program, as outlined below, represents the terms
underwhichthe Commonwealth will continue Medicaid expansion.

1.1 Historical Narrative and Rationale

In 2014, as part of the Affordable Care Act (ACA), the Commonwealth of Kentucky expanded its
Medicaid programto all newly eligible adults withincome below 138% of the federal poverty level (FPL).
The expansion placed able-bodied adultsinto a program designed fordisabled individuals, pregnant
women and children, and othervulnerable populations likely to be dependent on the State overthe
long-term. As aresult, Kentucky’s total Medicaid enrollment has increased dramatically—by April 2016,
more than 428,000 low-income non-disabled adults were enrolled in the Medicaid expansion program,

1L A. Campo-Flores & B. McKay, CDC Identifies Counties at Risk of HIV Outbreaks: Agency Lists Areas Prone
to HIV and Hepatitis C Spreading Among Injection-drug Users, WALL STREET JOURNAL (June 3, 2016),
http://www.wsj.com/articles/cdc-identifies-counties-at-risk-of-hiv-outbreaks-1464912264.



nearly one-third of the State’s total Medicaid program enrollment.? Further, due to expansion, the State
experienced significantincreasesin enrollment across all Medicaid eligibility categories. In fact, total
Kentucky Medicaid and Children’s Health Insurance Program (CHIP) enrollmentincreased 68% between
December 2013 (prior Medicaid expansion) and April 2016.3 Following this dramaticenrollment
increase, over 1.35 million Kentuckians (almost a third of the State’s entire population)are being served
by Medicaid.* However, the expansion has yettoimpact the health status of Kentuckians. Forexample,
duringthe firstyearfollowingimplementation, fewer than 10% of beneficiaries received an annual
wellness or physical exam.®

In addition, the Commonwealth faces many challenges. Kentucky’'s rate of unemployment, nearly 6%,
and the poverty rate, approximately 19%, are both well above the national average, and workforce
participation rates and wages are below the national average and amongthe worstin the nation.®
These factors are known toimpact rates of druguse as well as HIV rates. Overthe past decade, the
number of Kentuckians who die from drug overdoses has steadily climbed to more than 1,200 each
year.” Kentucky now ranks third highestinthe nation forthe number of drugrelated fatalities.® AlJune
2016 preliminary reportfromthe Centers for Disease Control & Prevention (CDC) identified 220 counties
inthe nation at risk for an HIV or hepatitis Coutbreak, and 54 of the total at-risk counties were located
inKentucky.® Further, the State also has the seventh highestincarceration rate in the nation, far
outpacingthe national average.®

2 Total Monthly Medicaid and CHIP Enrollment: Timeframe Mar 2016, THE HENRY J. KAISER FAMILY
FOUNDATION, http://kff.org/health-reform/state-indicator/total-monthly-medicaid-and-chip-enrollment/ (last
visited June 6, 2016); Stephen P. Miller, Commissioner, Kentucky Department for Medicaid Services, Presentation
to the Kentucky Senate Health & Welfare Committee (April 11,2016).

3 Kentucky Department for Medicaid Services, Comparison of December 2013 member enrollment and
April 2016 member enrollment (June 14, 2016) (on file with the State).

4 Stephen P. Miller, Commissioner, Kentucky Department for Medicaid Services, Presentation to the
Kentucky Senate Health & Welfare Committee (April 11, 2016).

51n2014, 33,233 individualsreceived an annual wellness or physical exam. Deloitte, Commonwealth of
Kentucky: Medicaid Expansion Report (2014), availableat
http://jointhehealthjourney.com/images/uploads/channel -files/Kentucky_Medicaid_Expansion_One-
Year_Study_FINAL.pdf

6 Economy at a Glance: Kentucky, UNITED STATES DEPARTMENT OF LABOR, BUREAU OF LABOR STATISTICS,
http://www.bls.gov/eag/eag.ky.htm (data extracted June 03, 2016); Quick Facts: Kentucky, UNITED STATES CENSUS
BUREAU, http://www.census.gov/quickfacts/table/PST045215/21 (lastvisited June 6, 2016). Kentucky ranks 45t in
the nation for total percent of populationage 16+ incivilian labor force,at59.4%, and 47t in the nation for
median householdincome, at $43,342. Id.

7 COMMONWEALTH OF KENTUCKY JUSTICE AND PUBLIC SAFETY CABINET, 2015 OVERDOSE FATALITY REPORT: KENTUCKY
OFFICE OF DRUG CONTROL POLICY (2015), available at http://odcp.ky.gov/Documents/2014-
%200DCP%200verdose%20Death%20Report%20finall.pdf.

8 Number of deaths due to druginjury ofanyintent (unintentional, suicide, homicide, or undetermined)
per 100,000 population. The 3-year average from 2011-2015 for Kentucky was 24 deaths, while the national
average was 13.5. Drug Deaths: United States, UNITED HEALTH FOUNDATION,
http://www.americashealthrankings.org/all/drugdeaths (lastvisited June 6, 2016).

% A. Campo-Flores & B. McKay, CDC Identifies Counties at Risk of HIV Outbreaks: Agency Lists Areas Prone
to HIV and Hepatitis C Spreading Among Injection-drug Users, WALL STREET JOURNAL (June 3, 2016),
http://www.wsj.com/articles/cdc-identifies-counties-at-risk-of-hiv-outbreaks-1464912264.

10 PRISON POLICY INITIATIVE, http://www.prisonpolicy.org (lastvisited June 6, 2016).



The Commonwealth also consistently ranks near the bottom of the nation in several key population
health metrics. Forexample, over 26% of Kentuckians smoke cigarettes (second highest rate in the
nation), 31.6% of adultsinthe Commonwealth are obese (twelfth highest rate in the nation), and the
numberofinfant deaths per1,000 live birthsis 6.8 (seventeenth highestin the nation).!! In addition,
Kentucky has both the highest number of cancer deaths, as well as the highest number of preventable
hospitalizations, in the nation.!? Further, Kentucky also faces significant health challenges related to high
rates of diabetes and heart disease, ranking 45" and 47" in the nation respectively.’® Despite these poor
health outcomes, Kentucky’s managed care organizations (MCOs) are only spending approximately 80%
of theirtotal $530 per member per month capitation on direct healthcare spending, while the
remainder contributed to administrative costs and profit (which on average were the highest profit
marginsinthe nation for Medicaid managed care plans).*

In additionto poorhealth outcomes, the Medicaid program s financially unsustainable. To date, the
Commonwealth has only covered half the administrative cost of the expansion program and none of the
costs associated with the benefits provided to the expansion population. The remaining costs were
funded entirely by the federal government. However, over the next fiveyears the federal share of the
cost of benefits provided to the expansion population will decline and the required State share will
increase. Assuch, the cost of these benefits to Kentucky taxpayersis estimated to increase from $74
millionin 2017 to approximately $363 million by 2021, for a total of approximately $1.2 billion over the
next five years.!> These costs have the potentialto challengethe overall state budget and could create
fundingissuesforotherprograms, such as education, pensions, and infrastructure, as well asalso
jeopardize funding forthe traditional Medicaid program that covers the aged, blind, disabled, pregnant
women and children.

When expansion wasimplemented there was no planto finance the program long-term, and instead the
Kentucky expansion plan counted on increased State revenues. In 2013, priorto the implementation of
the Medicaid expansion program, the previous administration commissioned a study of the potential
impact of Medicaid expansion underthe ACA on the State’s anticipated Medicaid population, its budget,

11 Smoking: Kentucky, UNITED HEALTH FOUNDATION, http://www.americashealthrankings.org/KY/Smoking/59
(lastvisitedJune 6, 2016); Adult Obesity in the United States, TRUST FOR AMERICA’S HEALTH AND THE ROBERT WOOD
JOHNSON FOUNDATION, http://stateofobesity.org/adult-obesity/ (lastvisited June 6,2016); Infant Mortality: Kentucky,
UNITED HEALTH FOUNDATION, http://www.americashealthrankings.org/KY/IMR (lastvisited June 6, 2016).

12 AMERICA’S HEALTH RANKINGS, ANNUAL REPORT: KENTUCKY (2015), available at
http://cdnfiles.americashealthrankings.org/SiteFiles/StateProfiles/Kentucky-Health-Profile-2015.pdf.

13 Djabetes: Kentucky, UNITED HEALTH FOUNDATION, http://www.americashealthrankings.org/ALL/Diabetes
(lastvisitedJune 16,2016); Heart Disease: Kentucky, UNITED HEALTH FOUNDATION,
http://www.americashealthrankings.org/IL/CHD (lastvisited June 16,2016).

14 The average medical loss ratio for Kentucky’s five Medicaid MCOs was reported at 80.5%, below the
national average of 85.4%. JEREMY D. PALMER & CHRISTOPHER T. PETTIT, MILLIMAN, MEDICAID RISK-BASED MANAGED CARE:
ANALYSIS OF FINANCIAL RESULTS FOR 2015 (2016), availableat
http://www.milliman.com/uploadedFiles/insight/2016/medicaid-risk-based-managed-care-analysis-2015.pdf.

15 Stephen P. Miller, Commissioner, Kentucky Department for Medicaid Services, Presentation to the
Kentucky Senate Health & Welfare Committee (April 11,2016).



and itseconomy.® The actual results of the implementation of Medicaid expansion differ dramatically
fromthe projections setforth inthe original study. The reality is, the number of Kentuckians who have
enrolledin Medicaid expansion is more than double the number projected, while the number of new

jobs created and the economicimpact from Medicaid expansion has beensignificantly lower than
forecasted.

Specifically, the 2013 study projected that 147,634 newly eligiblemembers would enrollin the Medicaid
expansion program during the period from July 1, 2013 through June 30, 2014, and that numberwould
increase to 187,898 overthe nextsix years.!” In contrast to these projections, Kentucky’s Medicaid
expansion population currently exceeds 428,000.18 In addition, the 2013 study claimed that Medicaid
expansion would add 40,000 jobs through June 30, 2021, and would have a positive economicimpact of
$802.4 millionthrough that same date.*® Although difficult to quantify with any appreciable degree of
certainty, preliminary economicimpactanalysis would support a conclusion that the figures citedin the
2013 study were overly optimisticand not likely to be achieved by the cited date of June 30, 2021. The
reality is that Medicaid expansion does not pay foritself as envisioned by the prior administration, and
the Commonwealth of Kentucky cannot afford the cost of the Medicaid expansion program without this
demonstration waiver.

Kentucky HEALTH’s design saves taxpayerdollars, critical to ensuring the program’s long-term financial
viability. Intotal, Kentucky HEALTH is expected to save taxpayers over $2.2 billion dollars over the five-
yearwaiver period. While changes to the existing Medicaid program are necessary forthe fiscal
sustainability of Medicaid expansion, Kentucky HEALTH’s primary goal is to improve the health status of
Kentuckians and provide members with the tools to develop orenhance theirjob skills and achieve
economicsecurity.

1.2 Program Summary

Kentucky HEALTH is an innovative, transformative healthcare program designed to not only stabilize the
program financially, but to alsoimprove the health outcomes and overall quality of life forall members.
Thisdemonstration waiver seeks to evaluate new policies and program elements designed to engage
membersintheir healthcare and provide the necessary education and tools required to achieve long
term health and an improved quality of life. Ultimately, Kentucky HEALTH seeks to: (1) improve the
health of members; (2) engage membersinthe communityand prepare them foremployment;and (3)
provide membersthe toolsto successfully utilize commercial market health insurance and eventually
transition off Medicaid.

16 Deloitte, Commonwealth of Kentucky: Medicaid Expansion Report(2014), availableat
http://jointhehealthjourney.com/images/uploads/channel -files/Kentucky_Medicaid_Expansion_One-
Year_Study_FINAL.pdf

17 Deloitte, Commonwealth of Kentucky: Medicaid Expansion Report(2014), availableat
http://jointhehealthjourney.com/images/uploads/channel -files/Kentucky _Medicaid_Expansion_One-
Year_Study_FINAL.pdf

18 Stephen P. Miller, Commissioner, Kentucky Department for Medicaid Services, Presentation to the
Kentucky Senate Health & Welfare Committee (April 11, 2016).

19 Deloitte, Commonwealth of Kentucky: Medicaid Expansion Report(2014), availableat
http://jointhehealthjourney.com/images/uploads/channel -files/Kentucky _Medicaid_Expansion_One-
Year_Study_FINAL.pdf



Kentucky HEALTH offers eligible individuals two pathways to coverage: (1) the employer premium
assistance program, which offers premium assistance to assist individuals in purchasingemployer-
sponsored healthinsurance coverage; and (2) the consumerdriven health plan, which offers members a
high deductible health plan with commercial market benefits equivalent to the Kentucky State
Employees’ Health Plan while maintaining current mental health and substance use disorder benefits. In
addition, the programincludes two member managed accounts, one to fund the deductible, and
anotherto fund enhanced healthcare benefits such asvision, dental, overthe counter medications, and
gym memberships.

1.2.1 Employer Premium Assistance Program Overview

As part of the overall waiver effort to support and promote employment, eligible members who
currently have access to healthinsurance through theiremployer will have the option, and
ultimately the obligation, to enroll theirfamily into their employer-sponsored health insurance
plan. Participationinthe member’'s employer-sponsored healthinsurance planin lieu of
Kentucky HEALTH is optional during theirfirst year of enrollment, and mandatory for members
intheirsecondyear of enrollment, provided the member has been with theiremployeratleast
oneyear. In addition, to promote family coverageand keep parentsin the same plan astheir
children, the State will subsidize family-based employer coverage, so that children eligible for
the Kentucky Children’s Health Insurance Plan (KCHIP) may participate in the same health plan
as theirparents.

The employer premium assistance program will subsidize the member’s employer plan by
payingthe memberanadvance premium reimbursement payment to coverthe costs of the
employee’s share of the premium. However, individuals eligible for the employer premium
assistance program will be required to also contribute ashare of their monthly premium
amount equal to the monthly contribution amounts required of Kentucky HEALTH members, as
detailedin Section4.2.

Once enrolled, the member will have fullaccess to theiremployer-sponsored health plan
benefits and network providers. To ensure benefit parity, the employer premium assistance
program will also wrap-around benefits to ensure that members have access to all Kentucky
HEALTH benefits not otherwise reimbursed by theiremployer plan. Beneficiary out-of-pocket
expenses willalso be covered. Eligible employer plans must be cost-effectiveforthe State, as
furtherdescribedin Section 3.2. The employer premium assistance program provides members
with greater choice of coverage and helps prevent crowd-out of private plans, while also
encouragingemployment.
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1.2.2 Kentucky HEALTH Overview

Kentucky HEALTH will continue to be delivered through amanaged care delivery system, but will
offera new benefit package modeled after the Kentucky State Employees’ Health Plan.
However, current Medicaid benefits willbe maintained for children, pregnant women, medically
frail individuals, and any individuals eligible for Medicaid prior to the passage of the Affordable
Care Act. Similartothe employer premium assistance program, Kentucky HEALTH promotes
family health coverage by also enrollingthe Medicaid eligible children of Kentucky HEALTH
participating adults. Single family coverage not only streamlines eligibility processes forthe
family and the State, italso reduces network and providerfragmentation between adults and
children, thusimprovingaccessto care. Although children willbe included in this Section 1115
demonstration, all children participatingin Kentucky HEALTH will maintain their current benefit
packagesand will be exempt from all Kentucky HEALTH cost-sharing and plan structure changes.

Eligible Populations. Kentucky HEALTH targets the Medicaid expansion populations, specifically
adults withincome up to 138% FPL. However, the State will alsoinclude children and all non-
disabled adults currently covered under traditional Medicaid, including low-income parents and
caretakers eligible under Section 1931, individuals eligible for transitional medical assistance,
and pregnantwomen. Kentucky HEALTH will notinclude any of the following: former foster
youth up to age 26, individuals eligiblefor 1915(c) waivers, individuals on Medicaid due toa
disability, including those with an SSI determination, individuals over 65 years of age, and
individuals residingin aninstitution, such as a nursing facility.

Beneficiary Responsibility. Kentucky HEALTH will be structured as a consumer-driven, high
deductible health plan paired with two member controlled healthcare spending accounts, one
to coverdeductible expenses and the otherto accrue savings that can be used to purchase
enhanced benefits notcoveredin the base benefits. The plan will require that members pay a



monthly premium amountin lieu of copayments, increasingon a sliding scale based on family
income, ranging from $1.00 per month up toa maximum of $15.00 per month. The monthly
premium will be applied on afamily basis, and will not be separately charged to each Kentucky
HEALTH memberinthe household. Please referto Section 4.2 foradditional information
regarding member cost-sharing.

Deductible Account. Each memberenrolled in Kentucky HEALTH, with the exception of
pregnantwomen and children, will be provided adeductible account, which willbe used to fund
the health plan’s $1,000 deductible. The State will fully fund the deductible account to ensure
funds are available forthe memberto coverinitial medical expenses for the deductible. The
deductible account exposes members to the cost of healthcare and encourages membersto be
active consumers of healthcare by evaluating cost and quality asthey seek care. Please referto
Section4.1.1 for additional detailregarding the deductible account.

Rewards Account. In addition to the deductible account, all Kentucky HEALTH members, with
the exception of children, will be provided a My Rewards Account. Members may use the
account to choose from an array of enhanced benefits not otherwise coveredinthe member’s
base benefit plan, such as dental benefits, vision services, overthe counter medications, and
limited reimbursement for the purchase of a gym membership. While these benefits are not
requiredtobe offered to beneficiaries under federal Medicaid law, these benefit enhancements
will be availablethrough the My Rewards Account.

Members will be able to accrue fundsinthe My Rewards Account upon completion of specified
health-related orcommunity engagement activities, such as participating in community service
or jobtrainingactivities. Members will be able to utilize these funds to personalize their benefits
by selecting from certain enhanced benefit options, up to the accrued balance intheiraccount.
To encourage appropriate healthcare utilization, accountfunds may also be withdrawn fromthe
My Rewards Account each time a member utilizes ahospital emergency departmentfora non-
emergency medical condition or excessively misses healthcare appointments without
appropriate cancellation. In addition, the account will be utilized to furtherencourage
employment, as members who become employed and successfully transition to commercial
healthinsurance coverage for atleast eighteen months will be eligible to receive the balance of
their My Rewards Account in cash, up to $500. Please referto Section 4.1.2 for additional detail
regardingthe My Rewards Account.

Together, the deductible account and the My Rewards Account empower individuals to be
active consumers of healthcare and make cost-conscious decisions, whilesimultaneously
providingincentives for members toimprove theirhealth and be active members of the
community.
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Member Incentives
Complete health, community engagement and job

State

Contribution
$1,000/year

training activities to earn dollars into account.
No cap on the total amount a member can earn.

Account is reduced for inappropriate ER usage.

¥ A

P e P X
" Deductibl / My Rewards ™
4 Account y Account
/ Account covers the ‘ ofinged /  Account pays for vision, |

.‘ preventive services. After account medications, & gym |

. . balance \ .
the deductible is met, the W sy | membership

| deductible, excluding é} deductible § dental, over the counter

\n
\

R health plan pays all claims / = thasnd \L reimbursement. " 4
[ in full. - of the year. b - .
T~ ( Remaining Balance: Former Medicaid T vA
members may apply to receive the unused
portion of the account, up to $500, after $500

L leaving Medicaid for 18 months.

Commercial Market Policies. One of the primary goals of Kentucky HEALTH is to educate and
familiarize members with commercial market coverage, while creating safeguards to ease the
transition to commercial health insurance coverage. Thisis particularly important given the high
rate of movement between coverage options. One study estimated that approximately half of
adults withincome below 200% FPL will move between Medicaid eligibility and Marketplace
coverage at least once a year, while 25% will move between the two programs more than
once.? Policy alignment with commercial market policies isimportant to avoid beneficiary
confusion as members move between programs. Without similar policies, members are
unprepared to move to Marketplace or employer-sponsored coverage, and the drastically
differing policies have the potentialto create a perverse incentive forindividualsto remainon
Medicaid. Kentucky HEALTH is designed to help educate members about commercial market

policies sothat members are prepared to eventually transition to commercial health insurance
coverage.

Kentucky HEALTH seeks to prepare individuals for commercial healthinsurance coverage by
aligning Medicaid and Marketplace policiesin several areas. Forexample, similartothe standard
commercial market policies, Kentucky HEALTH will require monthly member premiums, and
benefits will start prospectively from the initial premium payment. Kentucky HEALTH also
createsdisincentives for program non-compliance, similarto the private market. Forexample,
Kentucky HEALTH will establish a client-specificopen enrollment period. Specifically, ifan
individualis disenrolled fromthe programin accordance with current practice for failingto
comply with annual eligibility redetermination requirements, the individual willbe required to

20 B, D. Sommers & S. Rosenbaum, Issues in Health Reform: How Changes in Eligibility May Move Millions
Back and Forth Between Medicaid and Insurance Exchanges, 30 HEALTH AFFAIRS 228 (2011).
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wait six monthsfora new open enrollment period. This policy willeducate members of the
importance of meeting commercial market open enrollment deadlines, whilealso allowing
membersto rejointhe program at any time priorto the six-month date by completinga finandal
or health literacy course. Each Kentucky HEALTH program disincentive is paired with acritical
“on-ramp” to help supportindividuals to get back on the right path and successfully utilizethe
Kentucky HEALTH program and access all of its benefits, resources, and tools.

Community Engagement and Employment. The cornerstone of the Kentucky HEALTH program
isthe introduction of acommunity engagement and employmentinitiative aimed at increasing
workforce participation rates in Kentucky, whichis critical toimproving the health status of
Kentuckians. The recent study by the Centers for Disease Control identified counties at risk of an
HIV epidemic, in part based on county unemployment rates and other factors. Recognizing this
important connection between employment and healthy lifestyles, CMS has long supported
Medicaid employment initiatives. In fact, Section 1901 of the Social Security Act requires “for
the purpose of enabling each State, as far as practicable underthe conditions in such State to
furnish (1) medical assistance on behalfof ... individuals, whoseincome and resources are
insufficient to meet the costs of necessary medical services, and (2) rehabilitation and other
servicesto help such families and individuals attain or retain capability forindependence or self-
care. .. "?! In addition, CMS states on its website that “employmentis afundamental part of life
for people with and without disabilities.”??> Meaningful work and participating as a contributing
member of societyis recognized as part of a healthy lifestyle and “essential to individual's
economicself-sufficiency, self-esteem and well-being.”?* CMS’s statements support scores of
extensive research that haslong supported a stronglink between community engagement and
health.?* Inadditiontoits health benefits, research also indicates that community engagement
and volunteerism improves an individual’s employability. One study found that volunteering
increased the chances of employment by 51% amongindividuals without a high school diploma,
and by 55% among individuals livingin rural areas.?®

Therefore, to assist with employment, Kentucky HEALTH will require that all able-bodied
working age adult members without dependents participatein the community engagementand
employmentinitiative to maintain enrollment.?® Engagement activities include volunteer work,

21 social Security Act §1901, 42 U.S.C. §1396-1(2015).

22 Medicaid Employment Initiatives, CENTERS FOR MEDICARE AND MEDICAID SERVICES,
https://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Delivery-Systems/Grant-
Programs/Employment-Initiatives.html (lastvisited June 7, 2016).

23 Medicaid Employment Initiatives, CENTERS FOR MEDICARE AND MEDICAID SERVICES,
https://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Delivery-Systems/Grant-
Programs/Employment-Initiatives.html (lastvisited June 7, 2016).

24 Hergenrather K, Zeglin R, McGuire-Kuletz M, and Rhodes S. Employment as a Social Determinant of
Health: A Systematic Review of Longitudinal Studies Exploringthe Relationship Between Employment Status and
PhysicalHealth. Rehabilitation Research, Policy,and Education.2015;29(25):2-26.

25 C. SPERAET AL., CORPORATION FOR NATIONAL AND COMMUNITY SERVICE, OFFICE OF RESEARCH AND EVALUATION,
VOLUNTEERING AS A PATHWAY TO EMPLOYMENT: DOES VOLUNTEERING INCREASE ODDS OF FINDING A JOB FOR THE OUT OF WORK?
(2013), available at http://www.nationalservice.gov/sites/default/files/upload/employment_research_report.pdf.

26 For purposes of clarification, adults with dependents will only be exempt from the community
engagement and employment initiativeifthe individualhas primary caretakingresponsibilities for a dependent,
includinga minor child or a disabled adultdependent.
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employment, caretaking, job training, or job search activities. Through adesignthat gradually
increases the requirement forcommunity engagement, individuals increase their connections to
potential employment resources and opportunities availablein their communities, as well as
increase their own self-confidence. While completion of community engagement and/or
employmentactivitiesisaprogram expectation for non-disabled working age adult members
withoutdependents, Kentucky HEALTH also offers corresponding incentives to further
encourage memberstoseekemploymentand successfully transition to commercial health
insurance coverage. Children, pregnant women, individuals determined medically frail, and
adults who are the primary caregiver of a dependent, including a minor child ora disabled adult
dependent, are exempt from the community engagement and employment initiative.

Ultimately, these efforts to improve Kentucky employment rates are critical to addressing the
drug abuse epidemic, reducing overall poverty, and sustaining the Medicaid program, as without
more robust workforce participation, the State will be unable to continue tofinancially sustain a
Medicaid programthat is quickly including nearly one third of the entire State population.
Please referto Section 2.2 for additional detail regarding Kentucky HEALTH’s community
engagement and employmentinitiative.

Substance Use Disorder. This waiverapplication also seeks delivery systemimprovements
aimed at addressing the drug abuse epidemicfacing the State. Kentucky HEALTH will maintain
all currentmental health and substance use disorder (SUD) benefits. However, this
demonstration project will greatly expand access to these robust services availableto members
by requesting awaiver of the federal exclusion of institutions of mental disease (IMD) providers.
Please referto Section 5.1.1 foradditional detail regarding Kentucky HEALTH’s SUD initiative.

Chronic Disease Management. Kentucky faces aseries of publichealth challenges. Not only
doesthe State have exceedingly high infant mortality, obesity, diabetes, heartdisease, and
smokingrates, as a likely result, itranks highestin the nation with respect to cancer deathsand
preventable hospital conditions.?” While these health indicators are demonstrative of residents’
overall health status, they alsolead to higher utilization of healthcare services and increased
healthcare expenditures, particularly among the State’s most vulnerable populations. As such,
this demonstration project will align various program components in support of the State’s
existing publichealth infrastructureand current effortstoimprove chronicdisease prevention
and management. In addition, the State will work with Kentucky’s Medicaid managed care
organizationstoimplement best practices from nationally recognized disease management
programs, such as the National Diabetes Prevention Program. Pleasereferto Section 5.1.2 for
additional information regarding the chronic disease managementinitiative.

Managed Care Reform. The creation of Kentucky HEALTH is just one piece of a larger
transformation aimed at strengthening the existing Medicaid programin the State. The State

27 Smoking: Kentucky, UNITED HEALTH FOUNDATION, http://www.americashealthrankings.org/KY/Smoking/59

(lastvisitedJune 6, 2016); Adult Obesity in the United States, TRUST FOR AMERICA’S HEALTH AND THE ROBERT WOOD
JOHNSON FOUNDATION, http://stateofobesity.org/adult-obesity/ (lastvisited June 6,2016); Infant Mortality: Kentucky,
UNITED HEALTH FOUNDATION, http://www.americashealthrankings.org/KY/IMR (lastvisited June 6, 2016); AMERICA’S
HEALTH RANKINGS, ANNUAL REPORT: KENTUCKY (2015), available at
http://cdnfiles.americashealthrankings.org/SiteFiles/StateProfiles/Kentucky-Health-Profile-2015.pdf.
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has already taken a critical look at its managed care contract rates, as Kentucky MCOs have the
highest profit margin of any state Medicaid programin the nation.2® Priorto implementing
Kentucky HEALTH, the State will continue to align incentives across the delivery system by
introducing mechanisms to control spending, aswellas paymentincentives for providers and
MCOs to improve quality and align with member incentives. In addition, the Department for
Medicaid Services will continueto seekimprovements and administrative efficienciesin the

existing Medicaid managed care program, such as uniform credentialingand formulary
alignment. Please referto Section 5.1.3 for additional detail regarding managed care reforms.

1.3 Purpose and Goals
Kentucky HEALTH seeks to comprehensively transform Medicaid and accomplish the following goals:
1. Improve members’ health and help them be responsible fortheir health;
2. Encourage individualsto become active participants and consumers of healthcare who are
prepared to use commercial health insurance;
3. Empowerpeople toseek employment and transitionto commercial health insurance coverage;
4. Implementdelivery systemreformstoimprove quality and outcomes;and

5. Ensure long-termfiscal sustainability.

1.4 Hypothesis
The State will extensively test and evaluate achievement of the above listed program goals throughout

the demonstration approval period. Please see Attachment | for the State’s proposed hypothesisand
preliminary evaluation plan.

1.5 Demonstration Area and Timeframe

The State seeks afive-year waiver approval period. Kentucky HEALTH will operate statewide, however,
some program components will be phasedin. Forexample, changesto coverage of vision and dental
services will be delayed forthree months past the initial program implementation date to allow
members a chance to accrue fundsintheir My Rewards Account. In addition, the community
engagement and employment initiative may be phasedin by county. Please referto Section 6 for
additional detail regarding program implementation.

1.6 Impact to Medicaid and CHIP

The demonstrationis part of the State’s overall effort to comprehensivel ytransform Kentucky’s
Medicaid program. While most of the reformsintroducedin this waiver target the expansion
population, several new program elements (as detailed in this waiverapplication) will be introduced to
the non-disabled traditional Medicaid population as well. Collectively, the Kentucky HEALTH reforms
aimto transform Medicaid from a program that passively provides healthcare coverage to one that
educates and empowers members to actively engage in their health.

In additionto eligibility, benefits, cost-sharingand delivery system reforms, each of which is described
more fully below, the demonstration will modify Medicaid and CHIP programs to allow families the

28 The average underwriting ratio (profitmargin) for Kentucky’s five Medicaid MCOs was reported at
11.3%, significantly above the national average of 2.6% (3.3% for expansion states).JEREMY D. PALMER & CHRISTOPHER
T. PETTIT, MILLIMAN, MEDICAID RISK-BASED MANAGED CARE: ANALYSIS OF FINANCIAL RESULTS FOR 2015 (2016), availableat
http://www.milliman.com/uploadedFiles/insight/2016/medicaid-risk-based-managed-care-analysis-2015.pdf.
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opportunitytoenrollinafamily plan. This promotes integrated family healthcare by enrolling adults and
their KCHIP eligible childrenin Kentucky HEALTH or, if applicable, the parent’s employer-sponsored
healthinsurance planthroughthe employer premium assistance program. By providing family
coverage, Medicaid eligible families will be able to seek care within the same provider networkand with
the same health plan, thus reducing administrative burdens and promoting better care integration for all
family members.

Section 2: Eligibility

Kentucky HEALTH is designed specifically for able-bodied, working age adults and their families.
Currently, the State has expanded Medicaid to cover this new adult group up to 138% FPL. This
expansion will be maintained only under this demonstration waiver. In addition, the State will seek to
transition all other non-disabled adult Medicaid recipients to the Kentucky HEALTH program, including
low-income parents and caretakers eligible under Section 1931, individuals eligible fortransitional

medical assistance, and pregnant women. Finally, Kentucky HEALTH will seek to provide seamless
coverage forentire families through the inclusion of children covered underthe KCHIP program.

Onlyindividuals eligible for Medicaid on the basis of an eligibilitygroup listed in Table 2.1(A) are subject
to the provisions of this waiver. Individuals eligible for 1915(c) waivers, such as Acquired Brain Injury
(ABI), Home and Community Based (HCB), Michelle P. (MPW), orthe Supports for Community Living
(SCL), are excluded fromthis waiver. In addition, the waiver willalso exclude (1) individuals eligible for
Medicaid on the basis of blindness or disability, including individuals eligible for Social Security Income
(SSI); (2) individuals over 65years of age; and (3) individuals residingin aninstitution, such asa nursing
facility. Also, Kentucky HEALTH will notimpact coverage forformerfosterchildren up to age 26, who
are also excluded fromthis waiver.

2.1 Populations Eligible for Kentucky HEALTH
Table 2.1(A): Kentucky HEALTH Eligibility Chart

Eligibility Group Name Social Security Act and CFR Citations | Income Level
Adultgroup 1902(a)(20)(A)(i) (Vi) 0-138% FPL witha 5% income
42 CFR 435.119 disregard
Parents and other 1902(a)(10)(A)(i)(1) Household Standard
caretakerrelatives 1931(b) and(d) Size
42 CFR 435.110 1 $235
2 $291
3 $338
4 $419
5 $492
6 $556
7 $621
Transitional medical 408(a)(11)(A) First 6 months: N/A
assistance 1931(c)(2) Additional 6months: 0-185%
1925 FPL
1902(a)(52)
Pregnantwomen 42 CFR 435.116 0-195% FPL
Newborn Children 1902(e)(4) N/A— deemed status for
42 CFR 435.117 newborns whose motheris
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enrolledin Medicaid on date of
birth
Infantsand Children Under | 1902(a)(20)(A)(i)(I), (1V), (V1), (VII) Ages0-1: 0-195% FPL
Age 19 1931(b) and(d) Ages 1-18: 0-159% FPL
42 CFR 435.118
Title XXI Separate CHIP Title XXI Ages0-1: >195% - <213% FPL
Program 42 CFR 457.310 Ages1-18: >159% - <213% FPL

Table 2.1(B): Medicaid Populations Not Included In Kentucky HEALTH

1. Individuals qualifyingfor Medicaid on the basis of blindness.

2. Individuals qualifying for Medicaid on the basis of disability, including, but not limited to:
a. 1915 (c) waiverrecipients;
b. Individuals determined eligible for Supplemental Security Income (SSI) on the basisof a
disability;
c. Medicaid buy-in programforworking disabled adults.

Individuals qualifying for Medicaid on the basis of age.

Institutionalized individuals assessed a patient contribution towards the cost of care.

Individuals receiving Medicare.

SRl A [l

Formerfostercare children up to age 26.

2.2 Community Engagement and Employment Initiative

Promotion of work through coverage of certain employment supports and vocational rehabilitation for
people with disabilities has been alongstanding policy within CMS.2° Kentucky seeks to replicate those
priorities forable bodied individuals in the program through the community engagement and
employmentinitiative. As noted earlier, on its website, CMS recognizes that “employmentisa
fundamental part of life for people with and without disabilities. Employment provides a sense of
purpose, how we contribute to ourcommunity and are associated with positive physical and mental
health benefits.”3° To this end, CMS policy allows states to provide supported employment benefits
through Home and Community Based Services.3! Ultimately, connecting Medicaid recipients to services
to help such “families and individuals attain or retain capability forindependence or self-care” is one of
the fundamental purposes of the Medicaid program, as set forth in the Social Security Act.3?

In additionto health benefits, increasing engagement and employment may reduce poverty. The United
States Census Bureau determined thatamongadults aged 18-64 livingin poverty, more than half

23 Medicaid Employment Initiatives, CENTERS FOR MEDICARE AND IMIEDICAID SERVICES,
https://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Delivery-Systems/Grant-
Programs/Employment-Initiatives.html (lastvisited June 13, 2016).

30 Medicaid Employment Initiatives, CENTERS FOR MEDICARE AND IMEDICAID SERVICES,
https://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Delivery-Systems/Grant-
Programs/Employment-Initiatives.html (lastvisited June 13, 2016).

3142 C.F.R. 440.180(c)(2)(iii) (2015); Medicaid Employment Initiatives, CENTERS FOR MEDICARE AND MEDICAID
SERVICES, https://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Delivery-Systems/Grant-
Programs/Employment-Initiatives.html (lastvisited June 13, 2016).

32 5ocial Security Act §1901,42 U.S.C. §1396-1 (2015).
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(approximately 61.7%) did not work at least one week in 2014.3® Government assistance programs can
only lessen the burdens of poverty—beneficiaries may only truly escape the bonds of generational
poverty and improve their quality of life through obtaining stable employment, as recently
demonstrated in Maine followingits reinstated work requirement for able-bodied SNAP beneficiaries.
The initial evaluation tracked compliant members, non-compliant members that were removed from the
program, and members leavingthe program due to increased income. The report concluded that
implementation of the work requirementrule led to a significantincrease in total wages the following
yearamong all three groups, includingthe non-compliant group.3*

In additiontoreducing poverty, aninitiativeto increase employmentis imperative to address the drug
abuse epidemicfacingthe State. This complex health crisis requires a multi-faceted solution that not
only treats the health related consequences, but also addresses some of the underlying social root
causes of the epidemic, including low employment. Kentucky HEALTH seeks to connect beneficiaries
with critical vocational skills, job training, education and support to encourage self -sufficiency.

To thisend, Kentucky HEALTH will offer several incentives and resources to support membersin
becomingactively engaged in their communities, with the ultimate goal of empoweringindividuals and
providingthem with the necessary tools to seek and obtain employment and transition to commercial
insurance coverage. Kentucky HEALTH’s community engagement and employment initiative will
incentivize members to steadily increasetheir community involvement and eventually develop the tools
and skills to seek and obtain lasting employment. The Kentucky Cabinet for Health and Family Services
will collaborate with the Cabinet for Education and Workforce Development to implement agraduated
systemto ease new membersintothe community engagement participation requirement so that, after
the firstyear, all able-bodied working age adult Kentucky HEALTH members will be performing at least
twenty hours of community engagement oremployment activities each week. Notwithstanding the
foregoing, children, pregnantwomen, individuals determined medically frail, and adults who are the
primary caregiver of a dependent (including a minor child or a disabled adult dependent) are exempt
from the community engagementand employment requirement. To clarify, caregivers forindividuals
otherthan a dependent will not be exempt. However, thoseindividuals providing caregiving services for
a non-dependentrelative orother person with achronic, disabling health condition willbe permitted to
count those caregiving hours towards fulfilling the hour requirements of this section.

Table 2.2: Escalated Community Engagement & Employment Hours
Eligibility Period Required Engagement Hours

1-3 months 0 hours per week
4-6 months 5 hours per week
6-9 months 10 hours per week
9-12 months 15 hours per week
12+ months 20 hours per week

33 CARMEN DENAVAS-WALT & BERNADETTE D. PROCTOR, U.S. CENSUS BUREAU, CURRENT POPULATION REPORTS, PUB. NO.
P60-252, INCOME AND POVERTY IN THE UNITED STATES: 2014 (2015), available at
https://www.census.gov/content/dam/Census/library/publications/2015/demo/p60-252.pdf.

34 Letter from Paul Leparulo, Deputy Director, Main Office of Policy and Management, to Mary Mayhew,
Commissioner Main Department of Healthand Human Services (April 19, 2016), available at
http://www.maine.gov/economist/econdemo/ABAWD%20analysis_final.pdf.
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Beginningafterthree months of program eligibility, participation in the community engagementand
employmentinitiative will be a condition of eligibility for all able-bodied working age adult Kentucky
HEALTH members without dependents (including minor children ordisabled adult dependents). Failure
to meetrequired engagement hours will resultin asuspension of benefits untilthe member satisfies the
requirementfora full month. Kentucky HEALTH members who are full-time students oremployed and
workingat least 20 hours per week satisfy the requirements of this initiative and would not be impacted
by this change.

Qualifying community engagement and employment hours include avariety of activities beyond
standard employment and may include:

e Jobskillstraining;

e Jobsearch activities;

e Educationrelated toemployment;

e General education (i.e. GED, community college);

e Vocational education/ training;

e Subsidized orunsubsidized employment;

e Community work experience;

e Communityservice/ publicservice; and

e Caregivingservices foranon-dependentrelative orotherperson with a chronic, disabling health
condition.

The requirements of the community engagementand employmentinitiative are not limited to volunteer
and employment related activities, but can also be metthroughinvestinginone’s education and job
training. Itis well understood thatincreased educationis directly associated with higher wages. In
Kentucky, thereisa33% difference in median annual earnings between individuals with and without
high school diplomas.3* To encourage Kentucky HEALTH members to improve their educational
attainment, participationinthe free General Educational Development (GED) certification exam prep
classes available in every county willcount as a credit towards the community engagementand
employmentinitiative requirements. Inaddition, to respondtothe recent 76% decrease in Kentucky
GED participation ratesinthe last year, this waiver will also seek to cover the out-of-pocket costs
associated with taking the GED exam, as described in more detail in Section 3.1.4.3¢

By encouragingimpoverished individuals to engage more fully in their education, training, and
communities through completion of even five hours of community engagementand employment each
week, Kentucky HEALTH seeks to increase the employment rate and reduce the poverty level of
individuals participatingin the program. However, to ensure appropriate resources are available and to
monitorthe impact of this new requirement, the State may implement aregional or county based
rollingimplementation of the community engagement and employmentinitiative.

35 KENTUCKY CENTER FOR ECONOMIC POLICY, FACING CHALLENGES WITH THE NEW GED TEST IN KENTUCKY (2015),
available at http://kypolicy.org/dash/wp-content/uploads/2015/12/2015-KY-GED-Report3.pdf.
36 Id.

18



2.3 Projected Enrollment

Projected enrollmentin Kentucky HEALTHis based on calendaryear 2015 member enrollment data of
the eligibility groups that will transition to the waiver. The projections for the future demonstration
years considerthe impact of the new program features contained within this waiver. Further, Kentucky
HEALTH does not propose to apply any enrollment limits on the number of individuals that may enrollin
the program.

Table 2.3: Kentucky HEALTH Projected Enrollment by Eligibility Group

Eligibility Project Enroliment by Demonstration Year (DY)
Group DY 2 \ \ DY4
Children 532,250 549,917 568,187 587,000 606,500
Non-Expansion 133,333 130,417 127,583 124,833 122,083
Adults
Epr f::::" 489,000 477,583 466,333 455,417 444,750

Note: Values shown have been rounded and represent average monthly enrollment.

2.4 Other Eligibility Policies

One of the primary goals of the Kentucky HEALTH program is to encourage individuals to become active
consumers of healthcare who are prepared to use commercial health insurance. As such, Kentucky
HEALTH will implement key commercial market and Marketplace policiesin ordertointroduce these
critical conceptsto Kentucky HEALTH members. Notwithstanding the foregoing, children, pregnant
women, and individuals determined medically frail will be excluded from many of these commercial
marketreforms.

2.4.1. Coverage Effective Date & Retroactive Coverage

Similarto the commercial market, members (excluding children and pregnant women)will be
required to make theirfirst month’s required premium payment priorto the start of benefits.
Individuals will have sixty days from the date of their eligibility determination to pay the
premium payment. Once an individual pays the premium, benefits will begin the first day of the
monthin which the payment was received. In orderto provide individuals with the opportunity
to begin coverage as expeditiously as possible, the State will develop a process by which
applicants (notyetdetermined eligible for Kentucky HEALTH) will be permitted to make an
initial premium pre-paymentin orderto expedite coverage. Once determined eligible, benefits
would begin effective the first day of the month in which the pre-payment was made, which
could be as early as the first day of the monthin which the application was submitted.

Despite the pre-payment option, all initial premium contributions must be made within sixty
calendardays from the date of the initial invoice. Individuals who do not pay the initial premium
payment withinthe sixty-day payment period will be subject to the penalties detailed in Section
4.2.1. Accordingly, individuals withincome above 100% FPL will not be e nrolled inthe program
and will be required to reapply should they wish to participate in the program. Whereas,
individuals at or below 100% FPL who fail to pay the initial premium willbe enrolled effective
the first day of the monthin which the sixty-day payment period expired. However, once
enrolled, these individuals will be required to pay Medicaid allowable copaymentsforall
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servicesin the first six months of enrollment and will not have accesstoa My Rewards Account,
the enhanced benefits available through the account, or the potential $500 reward available to
members after leaving Medicaid.

In addition, the State will not provideretroactive coverage and benefits to newly enrolled
individuals, except for pregnantwomen and children. Instead, consistent with the commercial
marketand federal Marketplace policies, coverage and benefits will only begin after the
member’sinitial premium paymentis made. Eliminating Medicaid retroactivity encourages
individuals to obtain and maintain health insurance coverage, even when the individual is
healthy. In addition, due to Medicaid expansion and the availability of tax credits, affordable
healthcare coverage options have been availablefortwo years to Kentuckians who have
complied with the individual mandate, eliminating the need forretroactive coverage. However,
to provide the opportunity for expedited enrollment forindividualsin atime of need, the State
will minimize the potential impact of this policy revision through the expansion of presumptive
eligibility sites toinclude county health departments and qualifying safety net providers, such as
community mental health centers, federally qualified health centers, and rural health centers.

2.4.2 Open Enrollment

Consistent with private market health plans, Kentucky HEALTH will implement a modified
member-specificannual open enrollment period (with exceptions for certain vulnerable
populations, including pregnant women and children) to help familiarize Kentucky HEALTH
members with this commercial market policy. All Kentucky HEALTH members will be required to
complete the annual redetermination process within aspecifictimeframeto avoid coverage
gaps. The openenrollment period will vary foreach memberdependingon when they enrolled
inthe program, and will begin approximately three months prior to the expiration of their
twelve-month benefit period. Individuals that do not complete the re-enrollment process prior
to the expiration of their twelve-month benefit period willbe disenrolled from the program.

Followingdisenrollment, individuals will have an additional three-month periodin which to
submittheirredetermination paperwork to be reenrolled in Kentucky HEALTH. However, after
the expiration of the six-month redetermination period (including three months prior to
coverage expiration and three months following), individuals will be required to wait six months
until their next open enrollment period before being permitted to re-enrollinthe program. This
openenrollment policy will notapply to pregnant women, children, and individuals determined
medically frail. Inaddition, the State will create certain exceptions forindividuals who
experienced achange in circumstances preventing completion of redetermination, such as
gainingand subsequently losing commerecial health insurance coverage or moving out of state
and havingreturned.

Comparedto Kentucky HEALTH’s six-month period, individuals on the Marketplace who miss the
openenrollment period are generally required to wait up to nine months priortore-enrollingin
coverage, with limited exceptions. By comparison, all Kentucky HEALTH eligibleindividuals will
be provided the opportunity for early re-entry atany time priorto theirnext open enrollment
period by completing afinancial or health literacy course. Once the course is completed, the
member may re-enrollin Kentucky HEALTH at any time and pay their first month’s premium
contribution to begin coverage.
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3 Kentucky HEALTH Benefits

Kentucky HEALTH seeks to provide its members with acommercial health insurance experience in order
to better prepare memberstotransition to commercial healthinsurance coverage. Consistent with this
goal, Kentucky HEALTH will provide a benefit package consistent with the commercial market forthe
expansion population. The Kentucky HEALTH benefit planforthe expansion population will be
equivalenttothe Kentucky State Employees’ Health Plan, which provides a comprehensive commercial
insurance benefit package. All current mentalhealth and SUD services will be preserved. Additional
benefits such as dental services, vision services, and over the counter medications will be provided via
the member’s My Rewards Account. Further, consistent with the goal of offeringa commercial market
experience, the State will not provide coverage for non-emergency medical transportation (NEMT) to
the newly eligible adult group, and will seek awaiver of this non-commercial benefit.

Children, pregnant women, medically frailindividuals, and any individuals eligible for Medicaid prior to
the passage of the Affordable Care Act will be eligible to receive Medicaid State Plan benefits. There will
be no changesto the current State Plan benefits. The eligibility groupslistedin Table 3.1 below receiving
State Plan benefits will continue to receive non-emergency transportation, as well as access to covered
visionand dental services, in accordance with the State Plan rather than through the My Rewards
Account.In addition, all children receiving services through the waiver will continue to receiveall early
and periodicscreening, diagnostic, and treatment (EPSDT) services.

3.1 Kentucky HEALTH Benefit Package
Table 3.1: Benefit Package Chart

\ Eligibility Group Benefit Package
Adult Group Kentucky HEALTH Alternative Benefit Plan
Section 1931
TMA
Pregnant Women

Kentucky State PI
Newborn Children entucky state Flan

Childrenunder19
CHIP

3.1.1 Section 1937 Alternative Benefit Plan

The alternative benefit plan (ABP) coverage provided to the new adult group will be based on
the current State Employees’ Health Plan, whichis a consumer-driven health plan administered
by Anthem Blue Cross and Blue Shield of Kentucky, Inc. In accordance with this waiverrequest,
the State will modify and update its ABP to benchmark benefits to the Kentucky State
Employees’ Plan forthe expansion population.

3.1.2 Benefit Detail

Kentucky HEALTH benefits for the expansion population will be aligned with the commercial
market State Employees’ Health Plan. All current mental health and SUD services willbe
maintained forall populations. A high level summary of the covered benefitsin each of the ten
essential health benefit categoriesis provided below, and includes benefits that may differfrom
the Kentucky Medicaid State Planin amount, duration, or scope.
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The chart below details only the benefits forthe new adult group. Benefits willremain
consistent with the existing State Plan forall children, pregnant women, medically frail, and
othertraditional low-income (non-expansion) Medicaid populations transitioning to Kentucky
HEALTH. Additional details regarding the ABP benefits will be included in the State’s ABP
Medicaid State Planamendments.

Table 3.1.2(A): Benefits Provided*

Benefit

Outpatient Services (Ambulatory Patient Services)

Description of Amount, Duration and Scope

Reference

Physician Services

Coverage foroffice visits and physician services,
specialists may require prior authorization.

Mandatory 1905(a)(5)

Outpatient Coverage foroutpatient hospitaland clinicservices. Mandatory 1905(a)(2)
Hospital Services Priorauthorizationisrequired forsome services.
Rural Health Clinic | Same limitationswhen provided by the rural health Mandatory 1905(a)(2)

Services

clinicas when provided by the usual ambulatory care
provider.

Home Health Care

Limited to 60 visits peryear. Priorauthorization
requirements may apply.

Mandatory for certain
individuals -

1905(a)(7)
Telehealth Complies with Kentucky benefit mandate to not Kentucky Benefit
exclude aservice fromcoverage solely becausethe Mandate

service is provided through telehealth.

Chiropractic

Limited to 1 visit perday and 26 visits per covered
person per benefityear.

Optional 1905(a)(6)

Podiatry

Coveredbutlimited to medically necessary carei.e.
diabetescare.

Optional 1905(a)(6)

Emergency Services

Emergency Transportation toan emergency department for Optional 1905(a)(29),
Transportation medical emergencies. 42 CFR 440.170(e)
Emergency Covers emergency physicians and facilities. Optional 1905(a)(29),
Services 42 CFR 440.170(e)
Hospitalization

Inpatient Hospital | Covered. Mandatory

Services 1905(a)(1))

Inpatient Physician | Covered. Mandatory 1905(a)(5)
Services

Maternity and newborn care

Prenatal and Covered. Mandatory 1905(a)(5)
postpartum care

Delivery and Covered. Mandatory 1905(a)(1
inpatient

maternity services

Nurse-midwife Covered. Mandatory

services 1905(a)(17)

Expanded Services
for Pregnant

Women-—

Services forpregnantwomen are covered atthe level
of the Kentucky State Plan.

Optional 1902(e)(5)
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Additional
pregnancy-related
and postpartum
servicesfora 60-
day period after
the pregnancy
ends

Description of Amount, Duration and Scope

Reference

Mental health servi

ces and addiction treatment

Inpatient mental
healthand
addiction
treatment

Includes behavioral health services.

Mandatory 1905(a)(1)

Outpatient mental
healthand
addiction
treatment

Includes behavioral health services.

Mandatory
1905(a)(2),
Mandatory 1905(a)(5)

Prescription drugs

Prescribed Drugs

| Covered.

Optional 1905(a)(12)

Rehabilitative and habilitative services and devices

Physical Therapy

30 visits per calendaryearlimit.

Optional 1905(a)(11)

Occupational
Therapy

30 visits percalendaryearlimit.

Optional 1905(a)(11)

Services for
individuals with
speech, hearing
and language
disorders

30 visits percalendaryearlimit.

Optional 1905(a)(11)

Cardiac
Rehabilitation

30 visits per calendaryearlimit.

Optional 1905(a)(11)

Skilled Nursing
Facility

Limited to 30 days per benefit period.

Mandatory 1905(a)(4)

Laboratory services

Laboratory and X-
Ray Services

Some imaging servicesrequire a prior authorization.

Mandatory 1905(a)(3)

Preventive services

Preventive
Services

“A” and “B” servicesrecommended by the United
States Preventive Services Task Force, including
recommended smoking cessation services; Advisory
Committee forImmunization Practices (ACIP)
recommended vaccines; preventive care and screening
forinfants, children, and adults recommended by
HRSA’s Bright Futures program/project; and additional
preventiveservices forwomenrecommended by the
Institute of Medicine (I0M).

Optional 1905(a)(13)

Weight Loss
programs

Limited to telephonicand online health coaching.

Optional 1905(a)(13)
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Benefit Description of Amount, Duration and Scope Reference
Pediatricservices

EPSDT Limited to children under21 years of age; Prior Mandatory 1905(a)(4)
Authorization required for orthodontia. Providedin
accordance with benefits documented in the State
Plan.

* Prior Authorization Requirements may apply to benefits in accordance with standard industry practice.

Table 3.1.2(B): Benefits Not Provided

Benefit Description of Amount, Duration and Scope ‘ Reference
Private Duty Not Covered. Optional
Nursing 1905(a)(8)
Non-Emergency Not Covered. Waiverrequested. Optional
Medical 1905(a)(29)
Transportation
Hearing Exams Not covered exceptforcoverage provided via EPSDT benefit | Optional

for those underage 21. 1905(a)(13)
Hearing Aids Not Covered except for coverage provided via EPSDT benefit | Optional
for those underage 21. 1905(a)(29)

3.1.3 My Rewards Account Benefit

Kentucky HEALTH carves out vision and dental services for the new adultgroup ; however, this
benefitchange will occurthree months following the initial program implementation date of the
program to allow members additional time to accrue fundsin their My Rewards Account, as
these benefits are only provided through this account. Additional optional benefits, including
overthe counter medications and gym membership, can also be accessed viathis account. The
My Rewards Account provides a benefitincentive program forindividuals that meet health and
community engagement goals as discussed in Section4.1.2.

Table 3.1.3: My Rewards Account Vision and Dental Carve-outand Additional Benefits
Additional services available through My Rewards Account
Vision Services Benefits available as a carve-out for the adult group Optional 1905(a)(6)

Dental Services using their My Rewards Account. These serviceswillbe | Optional 1905(a)(10)
providedinaccordance with the State Plan forall other
Kentucky HEALTH populations.

Overthe counter Optional 1905(a)(12
. Benefitsavailableforadults eligible forthe waiver P (a)(12)
medications

- through their My Rewards Account.
Gym memberships 1115

3.1.4 Educational Support
Educational attainmentis apredictive indicator of health and economicsecurity. However,
Kentucky ranks 46" in the nation for percentage of adults 25 or olderwith a high school diploma
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or equivalency.?” In addition, GED certification attainment rates in Kentucky have declined
dramaticallyin recentyears, by more than 76%.3® Recognizingthat costs may be a significant
barrierto GED attainment, Kentucky HEALTH will seek to cover the costs of the member’s out of
pocket expenses associated with completion of the GED exam forany adult Kentucky HEALTH
memberwithout a high school diploma. This benefit will be available to the expansion adult
group, as well as otheradults on Kentucky HEALTH receiving State Plan benefits, as describedin
Table 3.1 above.

3.2 Employer Premium Assistance Program

The State currently operates asmall Health Insurance Premium Payment (HIPP) program providing
premium assistance to eligible individuals with access to employer-sponsored insurance (ESI). The
Kentucky HEALTH employer premium assistance program builds upon this existing program, which will
be modifiedtoinclude all Kentucky HEALTH eligible members through the introduction of family
coverage, mandatory participation for members with ESI participating in Kentucky HEALTH longerthan
one year, and member cost-sharing requirements aligned with Kentucky HEALTH premium
contributions.

Eligible employer plans must be cost-effective forthe State. The State will ensure thatthe employer-
sponsored plan is cost-effective in accordance with the current methodology for HIPP established in the
State Plan. Specifically, a plan will be determined cost-effective when the cost of paying the premiumes,
coinsurance, deductibles and other cost-sharing obligations, as well as additional administrative costsis
estimated to be less than the amount paid for the member’s participationin the standard Kentucky
HEALTH program. Once determined eligible, the employer premium assistance program will subsidize
the member’s cost-effective employer plan by paying the memberan advance premium reimbursement
paymentto cover the costs of the employee’s share of the premium before itis deducted from the
employee’s paycheck in accordance with the employer’s standard practice. The State willimplementa
systemto ensure members are maintaining coverage before monthly payments are made. Like all other
Kentucky HEALTH members, individuals enrolled in theiremployer-sponsored health plan will be
requiredto pay a sliding scale monthly premium payment based on family income consistent with the
amounts established in Section 4.2. The advanced reimbursement payment from the State will deduct
the individual’s required premium contribution.

Once enrolled, the member will have fullaccessto theiremployer-sponsored health plan benefits and
network providers. The Kentucky HEALTH program will act as a secondary payerto the employerplan.
Therefore, members will not be subject to additional cost-sharing beyond the flat rate monthly premium
required by the State. In addition, the program will wrap-around benefits applicable to their eligibility
group to ensure that members have access to all Kentucky HEALTH benefits (and, if applicable, KCHIP
specificbenefits) nototherwise reimbursed by theiremployer plan. In addition, the employer premium
assistance program will coverall cost-sharing, including copayments and deductibles, required by the

37 Approximately 83.5% of Kentuckians 25 years of age and ol der have completed high school or high
school equivalency. U.S. CENSUS BUREAU, Educational Attainment, 2010-2014 American Community Survey 5 Year
Estimates, available at:
http://factfinder.census.gov/faces/tableservices/jsf/pages/p roductview.xhtml?pid=ACS_14 5YR S1501&src=pt

38 KENTUCKY CENTER FOR ECONOMIC POLICY, FACING CHALLENGES WITH THE NEW GED TEST IN
KENTUCKY (2015), availableathttp://kypolicy.org/dash/wp-content/uploads/2015/12/2015-KY-GED-Report3.pdf.
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employer plan, such that the member will not be exposed to any cost-sharingin excess of theirrequired
monthly premium contribution.

As an additional benefit, individuals enrolled in the employer premium assistance program will also be
provided a My Rewards Account, as describedin more detail in Section 4.1.2. Individuals in the employer
premium assistance program will have the opportunity to earnincentive dollars forthe completion of
community engagement or health related activities. Members may use the account to purchase
enhanced benefits not otherwise covered inthe base Kentucky HEALTH benefit package, and therefore
will notbe wrapped around theiremployer plan. Forexample, members enrolled inthe employer
premium assistance program may use the account to purchase overthe counter medicationora
membership toagym.

3.3 Populations Exempt from Alternative Benefits Plans

3.3.1 Medically Frail

Individualsinthe expansion population who meetthe definition of medically frail will be
enrolledin Kentucky HEALTH. In accordance with 42 CFR §440.315(f), a person will be
determined medicallyfrail if the individual has a disabling mental disorder (including serious
mental illness), chronic SUD, serious and complex medical condition, oraphysical, intellectual or
developmental disability that significantly impairs theirabilityto perform one or more activities
of daily living. Forexample, medically frail conditions may include, but are not limited to active
cancer, aplasticanemia, blood clotting disorders, chronicalcohol or substance abuse, and
mentalillness, including major depression or bipolardisorder. In addition, individuals otherwise
eligible for Kentucky HEALTHwho are either receiving hospice care, diagnosed with HIV/AIDs, or
eligible for Social Security Disability Insurance (SSDI) willautomatically be determined medically
frail upon verification of the qualifying condition, and will not be subjectto the assessment
process described below.

Generally, individuals will be identified as potentially medically frail in several ways: (i) member
self-identification to the MCO; (ii) provideridentification and referral to MCO; and (iii) MCO
identification of high-risk individuals through a standardized state approved health risk
assessmentand availableclaims data. Once identified, individuals not otherwise qualifying
underone of the automatic medically frail categories will be reviewed and assessed for
medically frail. While the MCO will collect the necessary information to complete the
assessment, the approval process will be based on objective criteria established by the State.
This process will evaluate the severity of the member’s health conditions and assign arisk score
based on objective criteria, such as specificunderwriting guidelines. Individuals with qualifying
conditions and scores would be determined medically frail. While this medically frail assessment
and determination process will rely primarily on available claims data, new members ornewly
diagnosedindividuals without significant claims history of theirhealth condition willalso have
the opportunity to submit additional information for consideration. Individuals will have the
ability to appeal the medically frail determination in accordance with standard grievance and
appeals processes.

Medically frail individuals will receive State plan benefits, which include non-emergency
transportation. In addition, medically frail individuals will be exempt from copayments under
the Kentucky HEALTH waiver, as detailed in Section 4.2.1.

26



3.3.2 Pregnant Women and Low-Income Families

The following populations covered by Kentucky HEALTH are exempt from the benchmark
equivalent benefit package and will be provided the standard Medicaid State Plan benefits,
including non-emergency transportation (NEMT) coverage:

e Pregnantwomen;
e Childrenunderage 19; and
e Parentsand caretakerrelativeseligible pursuant to Section 1931.

In addition, all children enrolled in Kentucky HEALTH or the employer premium assistance
program will continue to be provided full EPSDT benefits.

4 Cost-Sharing

The cost-sharing structure of Kentucky HEALTH differs from the existing State Plan, which currently
imposes copayments forservices. In lieu of these copayments, Kentucky HEALTH requires all members
(except pregnant women, children, and medicallyfrail) to contribute to the cost of their healthcare
coverage through the payment of monthly premiums, as detailed in Section 4.2.3° While Kentucky
HEALTH encourages members to make upfront monthly premium contributions to prepare for
commercial market coverage policies, individuals at or below 100% FPL may elect to not make their
required premium payments and, instead, continue to be charged copayments for services. The overall
Kentucky HEALTH cost-sharing structure is designed to introduce members to critical commercial market
features, including making timely monthly premiums, tracking deductibles, and managing a healthcare
account.

4.1 Member-Managed Healthcare Accounts

Kentucky HEALTH will be structured as a consumer-driven, high deductible health plan. Members will
be provided two member managed healthcare spending accounts, one to cover deductible expenses
and the other (the My Rewards Account) to accrue savings and earned incentive dollarsto purchase
optional enhanced benefits. The accounts will work together, creating incentives for members to obtain
preventive care, participate in disease management programs, and prudently manage their spending
from both accounts. In addition, memberoversight and control of the accounts will provide beneficiaries
the skillsand trainingto help prepare them to eventually manage health savings accounts or flexible
spendingaccountsavailableinthe private market.

Pregnantwomen and children enrolled in Kentucky HEALTH will not be required to make monthly
premium contributions, norwill their benefit plansinclude adeductible. Therefore, these covered
populations will not be provided a deductible account. However, pregnant women are eligible toearn
incentive dollars and utilize the My Rewards Account.

4.1.1 Deductible Account

Similarto most commercial health products and those offeredin the Marketplace, Kentucky
HEALTH willincludea $1,000 deductiblethat appliestoall non-preventive healthcare services.
However, each memberwill be provided a fully funded deductible account equal to $1,000,

39 pregnant women and children are exempt from all cost-sharing requirements of the waiver. However, while
medically frail members are not subjectto cost-sharingas a condition of participation, monthly premiums will be
required for medically frail members to obtain the benefits of the My Rewards Account.
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which will be immediately available to cover the initial medical expenses forthe deductible.
Members will receive monthly account statements detailing the cost of each service utilized
during the month and the overall account balance so the member may learn about the cost of
healthcare services and begin to actively manage the account and their healthcare utilization.

To furtherencourage this effort, the deductible account will provide financialincentives to
prudently manage the State fundsinthe account. At the end of the benefit period, members
who have a balance remainingintheirdeductible account may transfer 50% of the total
remaining balance to their My Rewards Account to purchase enhanced benefits. The deductible
account exposes members to the cost of healthcare and encourages themto act as consumers
of healthcare by evaluating costand quality asthey seek care.

DEDUCTIBLE
_ T Pays for first $1,000 in claims

P (except preventive services
which are covered in full).

\@ After the deductible is met the

managed care entity will pay
for all covered services.

Deductible Account \\
($1,000) |

Annual State Contribution / M ‘
50% of remaining balances in

the account not used for the
- deductible may roll over to

fund the member’s My
Rewards Account.

4.1.2 My Rewards Account

All Kentucky HEALTH and employer premium assistance program members, with the exception
of children, will be provided a My Rewards Account, which may be used to access benefits not
coveredinthe base benefit plan. Inadditionto the balances carried over from the Kentucky
HEALTH deductibleaccounteachyear, the My Rewards Account will also contain incentive
dollars that members may earn by completing specified activities. Qualifying activities are
designedtoimprove memberhealth (i.e. disease management class) ortoincrease community
engagement (i.e. volunteer work, publicservice opportunities, orjob search and training
activities). Inaddition, adult Kentucky HEALTH members without a high school diploma will also
be rewarded forimproving theiremployability through obtaining a GED. To remove potential
cost barriers fortaking the exam, Kentucky HEALTH will coverthe costs forthe out-of-pocket
expenses associated with completing the GED exam as a program benefit.

Some activities can be accomplished immediately upon enrollment to quickly bolster the My
Rewards Account, such as completion of anew member healthrisk and/oran employment
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assessment within the first quarter following plan enrollment. In addition, each reward activity
type will be capped soa member must complete differentactivitiesin orderto receive
additional fundsinthe reward account. Also, for purposes of clarification, community
engagementactivities listed in the chart below will only qualify for reward activity dollars for
hours completedin excess of the minimum requirements established forthe community
engagementand employmentinitiative, detailed in Section 2.2. For example, individuals who
complete work search activities as part of their program eligibility requirements will not be
eligible toreceive credits to their My Rewards Account for the same work search activities. My
Rewards Account credits will only be provided forcommunity engagement activities in exce ss of
the minimum amount required to maintain eligibility.

Incentive activities mayinclude any of the activities detailed in the table below, which will be

furtherrefined priorto program implementation.?® In addition to the general activities below,
pregnantwomen will be able to obtain reward dollars for completion of activities important to
promoting healthy babies, such as completion of prenatal care visits.

Table 4.1.2(A): My Rewards Account Earned Incentive Activities
Community Engagement Activities

Activity
Register with Career
Centerand completejob
needs assessment

Earned $*
$150 (one-
time only)

Health Incentive Activities

Activity
Complete healthriskassessment
with MCO

Earned $*
$25 (1t
quarter, limit
one peryear)

Participate in qualifying
community service activity

$10 perevent
(max S50 per

Complete diabetes,
cardiovascular, orotherchronic

$50 per
course

training or training with

course (max

12 months

(including caretaking year) disease management, or weight
H %ok
services) management course
Complete job skills $25 per No inappropriate ER Visits Within | $20 peryear

only)

dental exam, orvision screening
for dependent child.

careercoach $50 peryear)

Complete jobsearch $10 per Sign non-smoking pledge & S50 per
activities month participate in smoking cessation course

activity

Employment-related $25 per Signdrug-free pledge & $50 per
education or GED-prep course (max | participateindrugaddiction activity
classes $50 peryear) | counselingservices

Passingthe GED exam S50 (one-time | Complete well-child, preventive $10 per

activity (max
$40 peryear)

In additiontothe community engagementand health incentives reward activities, the My
Rewards Account will alsoincentivize appropriate healthcare utilization, including appropriate

40 *Amounts and listed activities areforillustrative purposes only and may be adjusted.
** Qualifying caregiving servicesincludethose provided for a non-dependent relative or other person
with a chronic, disabling health condition.
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use of hospital emergency departments as well as keeping scheduled appointments for
healthcare services.

Kentucky HEALTH encourages all members to seek care inthe most appropriate setting possible,
including avoiding the use of hospital emergency departments (one of the most costly settings)
exceptinthe case of atrue emergency. In 2015, nearly 125,000 Medicaid managed care
enrollees utilized a hospital emergency room foranon-urgent condition.*! Therefore, consistent
with the plan structure, the Kentucky HEALTH emergency room utilization policy relies on
complementingincentives and disincentives. To encourage appropriate emergency room
utilization, members will be eligible fora $20 financial contribution to their My Rewards Account
for each year in which the memberavoids unnecessary emergency room services and seeks
appropriate alternative providers for care. In addition, Kentucky HEALTH will simultaneously
discourage inappropriate emergency room utilization by deducting funds from the member’s
My Rewards Account for each inappropriate emergency room visit. The amount of the penalty
will escalate in accordance with the table below for each subsequent unnecessary emergency
room visit. The State will also ensure that hospitals comply with 42 CFR 447.54(d) in educating
members about appropriate alternative settings.

Table 4.1.2(B): Escalated My Reward Account Penalty for Inappropriate ER Utilization

‘ Inappropriate ER Visit Account Deduction
15t Visit $20
2" Visit S50
3rd Visit or More S75

In addition, the State will consider developing asimilar complementing incentive and
disincentive feature related to excessive missed healthcare appointments, whereby members
may earn reward dollars forkeepingall scheduled appointments in the benefit period, or, inthe
alternative, lose dollars from the accountfor each healthcare appointment missed without
adequate cancellation or good cause. The proposed My Rewards Account penalty amounts are
not member copayments and do not utilize member out-of-pocket funds.

Members maintainthe My Rewards Account aslong as they are enrolled inthe program and
continue to make their required monthly premium contributions. Each yearthe full balance of
the My Rewards Account will roll-over to the subsequent yearto be used for the purchase of
qualifyingenhanced benefits. In addition, as an incentive and reward formembers to obtain
employment, the balance of the My Rewards Account willbe transferable to reward members
who are successful infindinga path to long-term stable employmentand independence from
publicassistance. Specifically, former members who are able to maintain stable employment
and remain commercially insured without Medicaid for at least eighteen months may apply to
receive the balance remainingin their My Rewards Account, up to S500.

41 Kentucky Department for Medicaid Services, CY 2015 Non-Emergent ER Visits (May 26, 2016) (on file
with the State).
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This reward opportunity not only provides an additionalwork incentive compl ementing
Kentucky HEALTH community engagement and employmentinitiative requirements, italso
provides members anincentiveto accumulate earnedincentives dollarsin the accountand to
prudently manage those funds. Members thatleave the program but transition back to
Kentucky HEALTH priorto eighteen months will have their My Rewards Account reactivated at
itsending balance and will be able to access the full balance of theiraccount forthe purchase of
enhanced services.

Ultimately, the two member managed accounts coordinate incentives to drive member behavior in
positive ways. The deductible account incentivizes the member to prudently manage the account by
obtaining preventive care and seeking price transparency in order to maximize roll-overamounts.
Similarly, the My Rewards Account encourages members to actively participatein healthy behaviors,
such as participation in disease management courses. In addition, the memberis incentivized to
carefully manage the My Rewards Account to maximize the potential cash-out reward. Fundamentally,
through these manylayeredincentives, Kentucky HEALTH empowers members to become active
membersintheirhealthcare.

4.2 Member Required Contributions

As a condition of eligibility, all Kentucky HEALTH members, with the exception of medically frail
individuals, pregnantwomen, and children, willbe required to make sliding scale flat rate monthly
premium payments based onfamilyincome. The payment rates are affordable and established to be
lessthan 2% of household incomeacross each income threshold paymentband. Asthese amounts are
established based on household income, the premium payment applies towards all Kentucky HEALTH
membersinthe household, such that premiums will not be collected on a perperson basis. Aslongas
the required monthly premiums are paid, Kentucky HEALTH will not require additional cost-sharing for
services. Exceptformedically frail members who are exempt, copayments for healthcare services will
only be charged for Kentucky HEALTH enrolled adults with income below 100% FPLwho fail to pay their
required premiums.

Table 4.2(A): Kentucky HEALTH Sliding Scale Premium Contribution Amounts

‘ Federal Poverty Level Premium Payment
Under 25% FPL $1.00 per month
25-50% FPL $4.00 per month
51-100% FPL $8.00 per month
101-138% FPL $15.00 per month

Consistentwith the goal of encouraging community engagement, the State willpermit third parties to
pay required premium payments on behalf of amember. Non-profit organizations, provider groups, and
otherthird parties may assist membersintheirmonthly premium responsibilities. However, these
premium payments are critical to memberengagement, as studies have shown that makingregular
monthly premiums may actually lead to better health outcomes for members. InIndiana, where
Medicaid eligible adults are required to pay monthly premiums equal to 2% of income, members making
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contributions had higher satisfaction rates, higher primary and preventative care utilization, higherdrug
adherence, and loweremergency room use than those who did not.*?

In addition, Kentucky HEALTH is intended to be a temporary stepping stone for able-bodied low-income
adults. Itseeks to encourage employment and assist individuals as they move from dependence on
publicassistance toindependence. To avoid “coverage cliffs” and help prepare members to transitionto
Marketplace coverage, individuals withincome greaterthan 100% FPLwill be subjectto gradually
increasing premium contributions beginning in the member’s third year of enrollment. The cost-sharing
will increase incrementally by 50% of the original base premium amount each year the individual
remains on Kentucky HEALTH, in accordance with the table below. The escalating paymentrates
continue to be affordable, and even at the maximum premium amount of $37.50, the payment
representslessthan 4% of income (below Medicaid’s 5% of income maximum allowable cost-sharing
amount). The increasing premium requirement will also be applied to individuals enrolled in employer
premium assistance program receiving premium assistance to participate intheiremployer-sponsored
health plan. Ultimately, the increased cost-sharing requirements bring the premiumamounts more in
line with the premiums required in the Marketplace, and discourages Medicaid dependency by
preparingindividuals forthe costs associated with commercial or Marketplace coverage.

Table 4.2(B): Sliding Scale Increased Premium Amounts for Individuals Over 100% FPL
Year 1-2 Year3 ‘ Year 4 Year 5+

Premium Premium Premium Premium
101-138% FPL $15.00 $22.50 $30.00 $37.50

4.2.1 Non-Payment Penalties

Members will be provided a 60-day grace period to make theirrequired monthly premium
payment. Similarto commercial plans, Kentucky HEALTH will impose consequences for non-
compliance in orderto help educate membersabout standard commercial market policies.
Therefore, individuals who do not elect to pay a required premium payment within sixty
calendar days from the due date will face a six-month non-payment penalty. The non-payment
penalty varies based on whetherthe memberhasincome above or below federal povertyin
accordance with the table below. However, recognizing that Kentucky HEALTHis intended to
educate and ease individuals into commercial market policies, members will have the
opportunity to end theirnon-payment penalty period sooner than six months, as detailed below
inSection 4.2.2.

Table 4.2.1: Non-Payment Penalty

| Member FPL Non-Payment Penalty Early Re-Entry Option
Above 100% | e Disenrolled from Kentucky HEALTH
FPL e Re-enrollment waiting period of six months e Paypastdebt;
e Paypremiumfor
Atorbelow | e StatePlancopaymentsrequiredforall services reinstatement
100% FPL e $25 isdeducted fromthe My Rewards Account month; and
e My Rewards Accountis suspended

42 THE LEWIN GROUP, INDIANA HEALTHY INDIANA PLAN 2.0 INTERIM EVALUATION REPORT (2016), available at
http://www.in.gov/fssa/hip/files/Lewin_IN%20HIP%202%200%20Interim%20Evaluation%20Report_FINAL.pdf.
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o Notableto use fundsinaccount e Participatein

o Notableto accrue fundsinaccount financial or health
e Noimpactto eligibility literacy course
Medically e My Rewards Accountissuspended
Frail o Notableto use fundsinaccount

o Notableto accrue fundsinaccount
No impactto eligibility
No copaymentsrequired

Pregnant , . Notapplicable
Women and I’jleOtuiii?:::\c:eantiLe. Exemptfromall cost-sharing
Children q :

Members with annual income above 100% FPL, who are not medically frailor otherwise exempt
from cost-sharing, will be disenrolled from Kentucky HEALTH for non-payment following the
sixty-day grace period. Further, consistent with the commercial market, members terminated
from Kentucky HEALTH due to non-payment will be required to wait six months to re-enroll,
unlessthey meetthe criteriaforearly re-entry as detailed below in Section 4.2.2. This policy
helps prepare individuals for Marketplace policies, which suspend claims payment after thirty-
day paymentdelinquency, terminate coverage after ninety days, and prevent reenroliment until
the nextannual open enrollment period.

Individuals who are determined medically frail in accordance with Section 3.3.1 are not subject
to disenrollment due to non-payment of premium, evenifincomeis greaterthan 100% FPL. In
addition, medically frailindividuals are exempt from the imposition of copayments following
non-payment of premium, however, access to the member’s My Rewards Account will continue
to be conditioned on payment of premiums.

Individuals below the FPLthat choose not to make paymentswill notlose coverage. However, in
lieu of disenrollment, individuals with annual income atorbelow 100% FPL will be subjecttoa
six-month non-payment penalty period in which they will be subject to copayments. Required
copayments during the member’s non-payment penalty period will be equal to the current
copayments scheduled in the Kentucky Medicaid State Plan, which range from $3.00 for
physician office visits and up to $50.00 for hospital inpatient services. A detailed copayment
scheduleissetforthin 907 Kentucky Administrative Regulations 1:604. In addition to
copayments, $25.00 will be deducted from the member’s My Rewards Account, and the account
will be suspended for six months, thus prohibiting access to the enhanced benefits. During this
period, the accountis effectively “frozen” and members will not be permitted to use the
account or earn additional contributions to the account. The potentially increased cost-sharing
alongwiththe reduced benefits create anincentivefor members to make consistent monthly
premium payments to maintain health insurance coverage, while also maintainingasafety net
for individuals who are below the FPLor medically frail.

4.2.2. Early Re-Entry Opportunity

While the penalties above are created to encourage compliance, Kentucky HEALTH ensures that
members have opportunities to returnto full benefits atany time. All membersinanon-
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payment penalty period will be provided the opportunity to re-enter the standard program with
full accessto their plan and the My Rewards Account benefits priorto the expiration of the six-
month non-payment penalty period. Early re-entry requires the individual to pay outstanding
premium paymentsand completeafinancial or health literacy course. Specifically, the individual
would be required to pay a one-time payment equal to three months of premium contributions.
Thisre-entry premium amount would effectively cover the two months of debtin which the
memberreceived healthcare coverage duringthe 60-day grace period priorto the effective date
of the non-payment penalty, as well as the advance premium payment required to restart
coverage.

In additiontothe re-entry payment, individuals seeking early re-entry will be required to attend
a financial or health literacy course. The financial literacy course will educate members on the
basics of money managementto assistindividuals in increasingincome, paying debt, and
achieving financial stability, while the health literacy course will educate members on
enrollment policies, managing healthcare expenditures, and appropriate use of healthcare
services. Completion of a course is voluntary but will allow members to regain eligibility prior to
the end of the six-month non-payment penalty period.

4.3 Cost-Sharing Exemption

Pregnantwomen and children willbe exempt from all cost-sharing required under the waiver. In
addition, medically frailmembers will not be required to pay premiums as a condition of participationin
Kentucky HEALTH. However, premium payment will be a condition to access the member’s My Reward
Account. Inthe event of non-payment, all medically frailmembers will be exempt from the imposition of
copayments. In addition, Kentucky HEALTH covers several other populations exempt from alternative
benefitplan (ABP) enrollment, and these populations will be subject to modified cost-sharing as detailed
inthe table below.

Table 4.3: Cost-Sharing for Exempt Populations

Applicable Children Pregnant Women Section 1931 Medically
Policies ETEN Frail
Premiums No premiums No premiums Yes Optional
Copayments Consistentwith No copayments Copaymentsonlyif | No copayments
current State Plan fail to pay premium
Deductible No No Yes Yes
Account
My Rewards No Yes Yes Yes
Account
Non-Payment | Notapplicable Notapplicable Copayments and Suspension of My
Penalty Suspension of My Rewards Account
Rewards Account

5 Delivery System and Payment Rates for Services

Consistentwith the current Medicaid expansion program, Kentucky HEALTH will continue to be
operatedthrough a managed care delivery system. In addition to the new requirements for members,
Kentucky HEALTH will also increase accountability of the healthcare system by adding new payment
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incentives aimed atfurthering the “Triple Aim” of improving the patient experience, improving
population health, and lowering costs.

5.1 Delivery System Reforms

The creation of the Kentucky HEALTH programis just one part of an overall Medicaid transformation
initiative being undertaken by the State to improve quality, access, efficiency and value in healthcare.
Through this demonstration project, Kentucky will make significant delivery system reforms toimprove
quality and outcomes, including efforts related to substance use disorders, chronicdisease
management, and general managed care reforms. Further, tosupport each of these delivery system
initiatives, the State will continue to strengthen its data collection efforts. The State will implement an
initiativeto improve data collection, including appropriate interoperability of data, and ensure that data
drivendecisions are aligned with overallgoals to furtherimprove quality and outcomes across the
delivery system.

5.1.1 Substance Use Disorder Delivery System Reform Pilot Program

A report fromthe Substance Abuse and Mental Health Services Association (SAMHSA) estimated
the prevalence of SUD among Medicaid eligible adults at 21%.4% Applied to Kentucky’s expansion
population, itis estimated that nearly 90,000 newly enrolled Kentuckians may have aSUD
requiring treatment. In 2014 with the expansion of Medicaid, Kentucky greatly expanded
coverage to mental health and SUD treatment options, allowing Medicaid recipients to receive
coverage forthe full spectrum of inpatient and outpatient SUD services. However, coverage of
benefits means little without access to providers.

Federal law generally prohibits federal financial participation for medically necessary Medicaid
services provided to adults aged 21 through 64 in certain facilities that meet the federal
definition of aninstitution for mental disease (IMD), specifically, free-standing psychiatric
hospitals with more than 16 beds. In Kentucky, there are 26 qualified mental health facilities
capable of providing covered mental health and SUD services to Medicaid recipients with SUD,
however, they are prohibited from doingso due to the IMD exclusion. Instead, individualsin
need of mental health or SUD inpatient services must eithertravel long distances out of their
communitiesto access services and/or experience long wait times fora bed to open, putting the
individual at risk of experiencingacrisisand endingup in eitherthe criminal justice system or
high-cost hospital emergency departments.

Kentucky currently faces a drug abuse epidemic, and access to the Medicaid program’s
comprehensive mentalhealth and SUD benefitsis critical. InJuly 2015, CMS issued a letter
indicatinga willingness to offer states a waiver of the IMD exclusion, provided the State also
develops broad based reforms regarding the provision of SUD se rvices to Medicaid recipients.
The State will explore this opportunity through pilot programsintento twenty select high-risk
counties. Counties will be identified based on the recent CDC HIV/hepatitis C outbreak study

43 SUBSTANCE ABUSE AND MENTAL HEALTH SERVICES ADMINISTRATION, BEHAVIORAL HEALTH TREATMENT NEEDS
ASSESSMENT TOOLKIT FOR STATES, PUB. NO. SMA13-4757 (2013), available at
https://store.samhsa.gov/shin/content/SMA13-4757/SMA13-4757 .pdf.
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describedin Section 1, the State’s existing Shaping Our Appalachian Region (SOAR) initiative,**
and publicinputreceived during the demonstration waiver publicnotice and comment period.

The pilot program will seek toincrease access to mental health and SUD services through a
waiver of the IMD exclusion to allow federal financial participation for covered services provided
to Medicaid eligible adults ages 21 through 64 residinginan IMD for short-term residential stays
of upto thirty days. The pilotprograms are intended to evaluatethe impact of increased access
to treatmentin IMD’s. The State will work with CMS in the design of the pilot project, examining
the current mental health and SUD delivery system for best practice improvements related to
standards of care, inclusion of recommended SUD as well as HIV quality indicators, care
coordination between levels and settings of care, and strategiesto address prescription drug
abuse and opioid use disorder.

In addition, Kentucky intends to align standards of care for SUD treatment with the national best
practice criteriasetforth by the American Society of Addiction Medicine in the pilot counties. To
furtherimprove the quality and consistent delivery of these services, the State will also require
certain SUD treatment providersto become accredited.

5.1.2 Chronic Disease Management

Several Kentucky HEALTH program components have been designed to support existing
statewide efforts toimprove chronicdisease prevention and management. Forexample, the
Kentucky HEALTH My Rewards Account, described in Section 4.1.2, will incentivize members to
participate in a variety of health activities including health risk assessments, chronicdisease or
weight management courses, and smoking cessation programs, many of which are already
offered through State and local health departments across Kentucky.

The State will also explore encouraging, through its contracts, MCO participationin existing
initiatives designed to drive publichealth outcomesand focused on Kentucky Department for
PublicHealth (DPH) key priorities, which currently include, but are not limited to, diabetes,
obesity, cardiovascular disease, lung cancer, and substance use disorder. State-based programs
include, but are notlimited to, the Kentucky Diabetes Prevention and Control Program and the
Kentucky Tobacco Prevention and Cessation Program.

In addition, the State will continue participation in existing federal programs, such as the
National Diabetes Prevention Program (DPP), a Centers for Disease Control and Prevention
(CDC)-supported program aimed at preventing ordelaying type two diabetes forat-risk
individuals. The DPP consists of aseries of group counseling sessions focused on nutritionand
physical activity targeted toindividuals that meet specificat-risk diagnostic criteria, including
body mass index greaterthan 24 and elevated blood sugar levels within pre -diabeticrange. The
DPP has been evaluated and shown effective at preventing the development of type 2 diabetes
by the National Institutes of Health and the CDC.

5.1.3 Managed Care Reforms
All of the populationsthat will transition to Kentucky HEALTH currently receive medical benefits
through an MCO. Kentucky HEALTH will continue to provide services through the current MCOs.

44 The SOAR initiative seeks to expand job creation, enhance regional opportunity, innovation, and
identity, improve the quality oflife, and support all those workingto achievethese goals in Appalachian Kentucky.
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However, inordertoimplementthe programmatic changes resulting from this Section 1115
demonstration project, the State will update existing managed care contracts. While the State
has already taken a critical look at its managed care rates, it will continue to make several
additional contractreformstoreduce the inflated managed care profits which are nearly five
times the national average.*> The contracts will be further revised to control the rate of growth
and trends, ensure thatthe MCOs are spending more of their capitation on medical benefits,
and incorporate other contract efficiencies to ensure value. In addition, MCOs will nolonger be
able to waive copayments.

In addition, the Kentucky HEALTH contract revisions will seek to further the “Triple Aim” of
improving the patient experience, population health goals, and lowering costs. First, this waiver
will addinitiatives tothe managed care program consistent with industry standards and aligned
with CMS quality payment guidelines. The MCOs will be contractually required to develop
innovative provider contracting strategies aimed at transitioning from areimbursement model
that rewards providers solely based on volume, to amodel that aligns payment incentives with
quality performance and outcomes. Through this initiative each MCO will be required to ensure
a meaningful portion of its total Medicaid population is participating in a purchasing
arrangement thataimsto achieve improvementsin population health outcomesand decrease
total costs of care for the participating population.

In addition, the State will introduce new MCO paymentincentives for quality performance and
outcomesforboth the MCOs and providers participatingin Kentucky HEALTH. The MCOs
operating Kentucky HEALTH will be subjectto a quality withhold, in which aportion of the
capitation paymentis withheld and eligible to be paid to the MCO following achievement of
specified quality health outcomes. The outcome measures will be designed to align with the
overall Kentucky HEALTH program goals, such as increasing the number of members who
receive preventive services, reduced smoking rates, and demonstrated improvementin health
of members participating in disease management programs (e.g., diabetes programs).

MCOs will also be required toimplementa provider bonus program, in which providers may
earna quality bonus from the MCO. The bonus will be aligned to encourage provider
participation and support of the same member health activities incentivized by the My Rewards
Account. By ensuring that the MCO, provider, and memberincentives are aligned, Kentucky
HEALTH seeksto make a measurable impacton member health overthe course of the five-year
demonstration period. Further, the State will pursue several additional managed care system
reform measures aimed atimprovingthe efficiency and responsiveness of the current managed
care delivery system. For example, onthe enrollee level, the State willlooktoimplement
strategiestoimprove MCO call center performance. For providers, the State willinclude MCO
contract provisions aimed at aligning processes and establishing consistencies in administrative

45 The average underwriting ratio (profitmargin) for Kentucky’s five Medicaid MCOs was reported at
11.3%, significantly above the national average of 2.6% (3.3% for expansion states). JEREMY D. PALMER & CHRISTOPHER
T. PETTIT, MILLIMAN, MEDICAID RISK-BASED MANAGED CARE: ANALYSIS OF FINANCIAL RESULTS FOR 2015 (2016), availableat
http://www.milliman.com/uploadedFiles/insight/2016/medicaid-risk-based-managed-care-analysis-2015.pdf.
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requirements across the contracted MCOs, such as formulary alignment efforts and uniform
credentialing processes.

5.2 Managed Care Delivery System

Kentucky HEALTH will utilize a statewide mandatory managed care delivery system for all populations
covered underthis demonstration waiver. Only eligible members participatingin the employer premium
assistance program will be exempted from mandatory managed care enrollment under this
demonstration.

Table 5.2: Managed Care Enrollment Table

Eligibility Group Managed Care Enrollment Note
New adult population
Parents and other caretaker relatives
Transitional medical assistance
Pregnantwomen Mandatory
Newborn Children
Infants and Children Under Age 19
Title XXI Separate CHIP Program

Freedom of Choice
WaiverRequested

The State currently contracts with MCOs previously selected through a competitive procurement
process. The State intends to renegotiate and amend the existing contracts to implement Kentucky
HEALTH. Therefore, since Kentucky HEALTH will be built off of the State’s well-established statewide
managed care program, the Kentucky HEALTH managed care implementation will not be phasedin, but
will rather roll-out on astatewide basis. The MCOs operatingin the State are compliant with provider
network adequacy standards. However, priorto the implementation of Kentucky HEALTH, the State will
conduct readiness reviewto ensure operational readiness for Kentucky HEALTH.

5.3 Health Plan Choice

Consistentwith current processes, Kentucky HEALTH applicants will be able to select one of the MCOs
operating statewide at the time they apply. If a memberdoes not actively choose an MCO, the individual
will be auto-assigned to a health plan. The member will be provided the opportunity to selectanew
MCO until such time that the individual makes their first premium contribution. However, once the
individualis fully enrolled and begins coverage under Kentucky HEALTH, the member must remain with
the selected MCO for the duration of the member’s twelve-month benefit period. The State will seek a
waiver of the ninety-day managed care choice periodin order to mirrorcommercial market policies,
which do not permit health plan selection changes outside of annual open enrollment periods.
Notwithstanding the foregoing, Kentucky HEALTH members will be permitted to change MCOs at any
time duringthe benefit period due to one of the “for cause” reasons describedin 42 CFR 438.56(d)(2),
such as poor quality of care.

5.4 Excluded services

All Kentucky HEALTH covered services will be provided through a managed care delivery system, except
for long-term care services. Consistent with the current processes, the MCO will not be responsible fora
member’s nursing facility costs during the first thirty days; however, ifamemberis admittedtoa
nursing facility, the MCO will be required to coverthe costs of any health services provided to the
memberwhile the memberresidesinthe nursingfacility, for up to thirty days, until the individual is
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disenrolled fromthe MCO. In addition, all covered benefits that will be wrapped around an employer
premium assistance program member’s employer-sponsored health plan will be excluded from
managed care, and will be reimbursed on a fee-for-service basis.

5.6 Fee-for-service

The only covered services that will be provided underfee forservices are benefits that are wrapped
around employer-sponsored health insurance forindividuals enrolled in the employer premium
assistance program. Member premiums for such individuals will be paid to the employer, and services
not covered by the employerplan will be paid on a fee for service basistothe rendering provider. Such
payments will not deviatefrom State Plan provider paymentrates. In addition, the State may carve out
the services provided through the My Rewards Account from managed care, and reimburse on a fee-for-
service basis.

5.7 Capitated payments

As the State updates the contracts with the existing MCOs, the State will also adjust the capitation rates
to reflect program changes resulting from this demonstration program. All risk-based capitation rates
will be developed based on federal regulations and actuarial standards of practice, aswell as reflect the
historical experience of all populations with eligibility underthis program. The capitation rate

development process will not deviate from the payments and contracting requirements under 42 CFR
428.

5.8 Quality

All quality initiatives and quality related payments will be detailed in the Scope of Work with the MCQOs,
as well asthe State’s quality strategy. Quality related withhold incentives will be included in the updated
MCO contracts, as describedin Section 5.1.2 of this demonstration application. In addition, all MCOs will
continue to be required to submit Consumer Assessment of Healthcare Providers and Systems (CAHPS)
data. Further, MCOs will be required to report on additional quality measures and data targeted by the
State and required for the evaluation of the Kentucky HEALTH waiver.

6 Implementation of Demonstration

The State will implementthe Kentucky HEALTH program on a statewide basis on orabout six months
post-approval, however, this date may vary depending on the approval date from CMS. Notwithstanding
the foregoing, the Kentucky HEALTH community engagement and employment initiative may be phased
inon a county basis. Priorto implementation and enforcement of the initiative, each county will be
assessedtoensure adequate resources are available to members residingin the county seekingto fulfill
the community engagement, job training, and employment hourrequirements. Further, staggered
implementation of this new demonstration initiative will allow for measured review of the policy impact.
In addition, the changestothe currentvisionand dental coverage willbe implemented three months
afterthe Kentucky HEALTH waiverisimplemented. This three month delay will provide members the
opportunity to maintain existing vision and dental coverage while accumulating available fundsin their
My Rewards Account. During this time, the State will work with various provider and stakeholder groups
as well asthe MCOs to aggressively communicate and educate members about the My Rewards Account
and changes to the benefits.

Implementation of Kentucky HEALTH will require the State to amend existing managed care contracts,
modify systems and otheroperational procedures, and conduct readiness review with the various State
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vendors. In addition to these tasks, the State will also have toamend the State Plan, amend the ABP,
develop State, MCO and member education materials, and prepare to transition existing members.

6.1 Enrollment

Due to the significant enrollmentin the State’s Medicaid program following the implementation of
Medicaid expansion, the State anticipates that mosteligible individuals already have Medicaid coverage,
and will transition to Kentucky HEALTH from their existing Medicaid coverage. However, the State will
initiate an effort to educate members about changes and will partner with stakeholder groups
throughout the implementation process to ensure all potentialmembers are notified of upcoming
program changes.

The State will begin targeting formal communication and education activities to enrollees and
stakeholders beginning at least ninety days priorto the anticipated implementation date. All current
Medicaid populations transitioning to Kentucky HEALTH will be notified in writing at least sixty days
priorto the implementation of changes to theirbenefits. Atthis time, members willalso be notified of
theirnew required monthly premium amount. Upon the implementation date, all covered populations
will transition to coverage under Kentucky HEALTH, and will be provided theirinitial premiuminvoice,
which will be due no laterthan sixty days from the date of implementation. The State and MCOs will be
trained and prepared to assist members with questions regarding program changes, premium
requirements, and methods of making payments. Efforts will be made to allow for use of a variety of
payment methods, including money order, personal check, credit card, bank debit card, prepaid debit
card, and cash. Duringthe initial transition, the MCOs will make outbound calls to all transitioning
members who are at risk of missingthe initial payment date to encourage and assist themin makinga
contribution.

6.2 Managed Care

Kentucky HEALTH will utilize existing MCOs to provide benefits to Kentucky HEALTH enrollees. The State
will notconduct procurementaction priorto implementation, but will ratheramend current contracts
and conduct readiness review with the MCOs prior to final implementation of Kentucky HEALTH.

However, current managed care contracts will expire duringthe course of the five-year demonstration
and the State will conduct re-procurement activities as necessary.

7 Demonstration Financing and Budget Neutrality

A detailed financing and budget neutrality narrative is attached as Attachment |l to this demonstration
waiverapplication, and the detailed budget neutrality worksheet template prepared by Milliman Inc. is
attached as Attachment llI.

8 List of Proposed Waivers and Expenditure Authorities

8.1 Title XIX Waivers
Below isalist of proposed waivers necessary toimplement Kentucky HEALTH:

1. Eligibility: Section 1902(a)(10)(A)
e Totheextentnecessarytoenable Kentucky to not provide medical coverage until the first
day of the month in which the Kentucky HEALTH member pays their first premium payment,

40



or for members below 100% FPL who fail to make an initial premium payment, the first day
of the month following the expiration of the sixty-day payment period.

e Totheextentnecessarytoenable Kentucky torequire Kentucky HEALTH members, as a
condition of eligibility, to complete specified community engagement hours.

Retroactive Eligibility: Section 1902(a)(34)
e Totheextentnecessarytoenable Kentucky to not provide medical coverage forany month
priorto the monthin whichthe memberfinalized enrollimentin Kentucky HEALTH.

Cost-Sharing: Section 1902(a)(14) insofar as it incorporates 1916 and 1916A
e Totheextentnecessarytoenable Kentucky torequire monthly premium payments notto
exceed 5% of income, but no lessthan $1.00 per month, forall Kentucky HEALTH members.

Amount, Duration, and Scope: Section 1902(a)(10)(B)

e Totheextentnecessarytoenable Kentucky tovary cost-sharing requirements, such that
premium contribution amounts increase each year formembers withincome above 100%
FPLwho remain on Kentucky HEALTH, not to exceed 5% of income, and to charge
copaymentsin lieu of premiums forindividuals at or below 100% FPL who fail to make their
premium payment within the sixty-day payment period.

e Totheextentnecessarytoallow Kentucky HEALTH members who continueto pay premium
contributionsto use their My Rewards Account to purchase specified enhanced benefits not
otherwise availablein the base Kentucky HEALTH benefit package.

e Totheextentnecessarytoenable Kentucky toallow individuals toreceive the benefits
provided through theiremployer-sponsored plan.

Reasonable Promptness: Section 1902(a)(3)/Section 1902(a)(8)

e Tothe extentnecessarytoenable Kentucky to delay benefits, such that benefits do not
begin untilamember makes a premium contribution, or until the expiration of a sixty-day
payment period formembers below 100% FPL who fail to make a premium contribution.

e Totheextentnecessarytoenable Kentucky to prohibitre-enrollment forupto six months
for Kentucky HEALTH members above 100% FPL who are disenrolled for failure to make
theirrequired premium contributions within sixty days of the due date.

e Totheextentnecessarytoenable Kentucky toimplement an openenrollment period for
Kentucky HEALTH, such that members who are disenrolled for failure to complete the
redetermination process will be required to wait until their next open enrollment period to
re-enroll (up to six months).

Freedom of Choice: Section 1902(a)(23)
e Totheextentnecessarytoenable Kentucky torestrict the freedom of choice of providers
for demonstration eligibility groups.

Non-Emergency Transportation: Section 1902(a)(4) insofar as it incorporates 42 CFR 431.53
e Totheextentnecessarytorelieve Kentucky of the requirementto assure non-emergency
medical transportation to and from medical providersfor Kentucky HEALTH members.

8.2 Costs Not Otherwise Matchable
The State requests that expenditures related to providing servicesinan IMD, in participating pilot
project counties, as well as costs associated with providing GED testing fees as a covered benefit for
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Kentucky HEALTH enrolled adults without a high school diploma, be regarded as expenditures under the
State’s Medicaid Title XIX State Plan.

9 Public Notice & Public Comment

Kentucky Department for Medicaid Services provided the publicthe opportunity to review and provide
inputonthis §1115 demonstration waiverin accordance with the requirements set forthat42 CFR
§431.408. Governor Bevin publicallyannounced the Kentucky HEALTH waiverapplication onJune 22,
2016. Publicnotice was also provided the same day to formally open the 30-day publiccomment period,
whichended at5:00 p.m. on July 22, 2016. However, inresponse to the volume of comments that were
submitted onthe final day of the comment period, including afterthe 5:00 p.m. deadline, the State
extended the comment period through 11:59 p.m. on August 14, 2016. The extension allowed for the
numerous comments that came in afterthe official deadline to be incorporated, as well as allowed any
individualwho was unable to comment previouslythe opportunity to do so.

A copy of the full public notice thatannounced the three publichearingsisincluded in AttachmentIV of
this waiverapplication. The notice was posted on the Cabinetfor Health and Family Services website at
the web address of the Section 1115 waiver program’s homepage: http://chfs.ky.gov/kentuckyhealth. In
addition, the formal public notice was also published in newspapers in the Commonwealth which serve
a population of atleast 50,000 (which included more areas than the minimum threshold required under
the federal regulation). Electronic copies of all documents related to the Kentucky HEALTH waiver
applicationwere also availableon the above listed waiver website throughout the comment period.

Although federalregulations onlyrequiretwo publichearings, the Commonwealth held three formal
publichearingsin geographically distinct areas of the state duringthe publiccomment period. In
accordance with the notice, three publichearings were held on the following dates and locations as
scheduled and publicized: (1) June 28, 2016 in Bowling Green, Kentucky; (2) June 29, 2016 at the
Advisory Council for Medical Assistance (MAC) Special Meetingin Frankfort, Kentucky; and (3) July 6,
2016 in Hazard, Kentucky. In addition, although federal regulations do not require telephonicand/or
web conference capabilities be made availableif at least two publichearings were held in geographically
distinct areas of the state, a toll-free conference call line was made available forthe June 28™ hearing,
and live internet streaming was available for both the June 28" and July 6" hearing dates. All of the
publichearings followed the same format, beginning with an overview of the Kentucky HEALTH waiver
proposal, abrief questionand answer session, followed by the collection of formal publiccomments. A
court reportertranscribed and entered into the publicrecord all verbal comments presented during
each of the publichearings.

OnJune 29, 2016, a special Medicaid Advisory Committee (MAC) meeting was held to provide an
overview of the waiverto the committee members and receive comments from the public. Priorto
taking publiccomment at this meeting, committee members were provided the opportunity to raise
guestions orconcerns about the waiver. The questions raised spanned a variety of topicsand were
primarily technical in nature. Forexample, committee members sought clarification on how CHIP
children will be impacted, whatrequirements are in place for the community engagement program, how
the My Rewards Account will function, medically frail premium requirements, MCO contract term
questionsand how many individuals will be impacted by the waiver. They also posed questions about
the benefit package and how the SUD program will operate. Representatives from the State provided
clarification to the questions.
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In additiontothe MAC meeting, the Kentucky HEALTH waiver was also presented to several public
legislative committee hearings throughout the course of the publiccomment period. Specifically, the
waiverwas presented to the Interim Joint Committee on Health and Welfare on July 20, the Interim
Joint Committee on Appropriations and RevenueonJuly 23, and the Budget Review Subcommittee on
Human Resources on August 1. Each of these legislative hearings was open to the public,and members
of the legislative committees were able to ask questions and comment on the waiver.

Following both the initial publiccomment period as well as the extension thereof, all comments were
cataloged, summarized, and organized. In total, the State received 1,428 publiccomments during the
entire publiccomment period, including 1,342 unduplicated written comments, and 86 verbal
testimonies atthe three publichearings. In addition to these, several organizations gathered input and
statementsfromtheir constituencies which were synthesized within the organization’s overall
submission. The below summary combines the testimony offered at the publichearings as well as the
formal comments received by the State viamail and email.

9.1 Summary of Public Comments and State Response

A significant portion of the publiccomments targeted the waiver proposal asawhole. These comments
shared eithergeneral support of the waiverinitiative orgeneral opposition to any changestothe
existing Medicaid expansion program, without offering substantive comments on any particularaspect
of the proposal. However, the majority of comments received were robust and touched on a broad
range of topics that generallyfell into the following categories:

e Changesto benefits;

e Premiumsand costsharing;

e Community engagementand employmentinitiative;

e My Rewards Account and the proposed changesto vision and dental coverage;

e Incentive and disincentive structure of Kentucky HEALTH (i.e. non-payment penalties);
o Medicallyfrail;

e Employer-sponsoredinsurance (ESI) premium assistance program;

e Managed care and implementation of the waiver program; and

e Substance use disorder (SUD) waiver pilot project.

The frequency with which each of these topics were raised within the commentsis listed belowin Table
9.1. Further, eachtopicarea themeissummarized and discussed in more detail below.
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Table 9.1 PublicComment by Waiver Topic Area
Public Comments by Waiver Topic Area

Non-Emergency Medical Transportation - 57

retroactrvity [ +1
e s e Atery o) N
preoune [ -
community Engagement |GG 15
Vision and!or Dental Coverage _ 207
Incentives! Disincentive Structure (ie Non-Payment Penalty) [ RGN 47
Medically Frail - 58

ES! Premium Aseistance [ 27

Managed Care Issues - M

Implementation & Evaluation _ 128
suo. [
otner NN 0

1. Changesto Covered Benefits

a. Summary of Comments: Over 40% of the total comments received during the public
commentperiod (or roughly 595 comments) were specificto the proposed state plan
amendment, primarily the elimination of allergy testing. Generally, commenters encouraged
continued coverage of allergy testing, and shared personal anecdotes of how they had
personally benefitted from the service. Other commenters noted that allergy testingisa
critical component of diagnosis, establishing appropriate treatment plans, and educating
patients about potential triggers to avoid. Several of the allergy and asthma providers and
interestgroups cited high rates of allergies and asthmain the Commonwealth, and provided
detailed evidence that allergy testing and treatment is a highly effective and cost efficient
benefitforthe Medicaid program. Further, several commenters suggested that appropriate
allergy testing and treatment can increase productivity and reduce missed days of school
and work, therefore, supporting the overall goals of the Kentucky HEALTH waiver.

A relatively few number of comments were received related to proposed changesto non-
emergency medical transportation and retroactivity, which received 57 comments (4% of
total comments) and 41 comments (3% of total comments) respectively. Half of the
commentsreceived onthese topics were from impacted providers and advocacy groups,
many of which expressed concern with the potential negative economicimpact these
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changes would have on providers through missed appointments and uncompensated care.
In addition, many commenters expressed concern about the potentialimpactthat lack of
NEMT services would have on access to care, particularly on the State’s more vulnerable
clientslivinginrural areas.

Ultimately, the overwhelming majority of comments received during the publiccomment
period were related to proposed changesinallergy testing services. Most of the benefit
related comments were submitted by impacted provider groups and their patients. Several
commenters supported efforts to make Kentucky HEALTH benefits equal to the Kentucky
State Employees’ Health Plan, as well as efforts to maintain the current robust Medicaid
mental health and substance use disorder benefits.

b. State Response: Based on the overwhelming publicresponse and significant evidence
provided related to the cost effectiveness of the allergy testing benefit, the State will not
pursue a state planamendment to remove the additional benefits added in 2014, including
allergy testing and private duty nursing.

In regards to comments related to non-emergency medical transportation, the Division of
Medicaid Services dataindicates that utilization for this benefitamong expansion adults has
beenextremelylow. From June 2014 through June 2015, the expansion adult population of
more than 400,000 individuals utilized less than 140,000 non-emergency trips.*® In addition,
data from lowa and Indiana, two states currently operating Medicaid expansion programs
without NEMT benefits, indicates that members have not experienced any meaningful
obstruction of memberaccessto care. In fact, two independent evaluation surveys of
Indianamembers found that those without NEMT benefits missed fewer appointments than
members with NEMT benefits (whetherthose benefits were provided by the State or as an
enhancement through MCOs).*” Due to this research as well as the under-utilization of this
benefitamongthe expansion populationin Kentucky, no changes were made to the waiver
resulting fromthese comments, and the State will continueto seek a waiver of the NEMT
benefitforthe adult expansion group only. However, for purposes of clarification, NEMT will
remaina covered service forthe more vulnerable populations participating in Kentucky
HEALTH, including children, pregnantwomen, medically frailindividuals, and any individuals
eligible for Medicaid priorto the passage of the Affordable Care Act.

In addition, the State has opted not to modify the waiverrelated to retroactive coverage.
One of the main goals of Kentucky HEALTH is to “encourage individuals to become active
participants and consumers of healthcare who are prepared to use commercial health
insurance.” Awaiver of retroactive eligibility is consistent with this goal, as commercial
market coverage begins after payment of apremium. In addition, Medicaid expansion has
beenineffectsince 2014, therefore, mostindividuals are already covered, eliminating the

46 Kentucky Department for Medicaid Services, Non-Emergency Medical Transportation Utilization of
Adult Expansion Population fromJune 2014 through May 2015 (May 23, 2016) (on file with the State).

47 Indiana NEMT Waiver Amendment Request to the Healthy Indiana Plan (HIP) 2.0 Medicaid Section 1115
Demonstration Waiver (2016) available at:
http://in.gov/fssa/hip/files/Indiana%20HIP%202.0%20NEMT%20Waiver%20Amendment%20Request%20 -
%2008%2001%2016.pdf
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needforretroactive coverage —as demonstrated by the relatively few comments on this
policy (approximately 2%). Further, retroactivity has been widely waived by CMSin other
states. However, in recognition of the concernsin the provider community, the Kentucky
HEALTH waiver proposed to expand the presumptive eligibility program to allow more
providersthe opportunity to facilitate expedited enroliment fortheiruninsured patientsina
time of need. This policy should address the few concerns related toincreased
uncompensated care.

2. Premiumsand Other Cost Sharing

a.

Summary of Comments: Approximately 16% of all comments received (or 224 comments)
addressed member cost-sharing components of the waiver. The State received several
supportive comments, with even one Medicaid recipientindicating they would be willing to
pay more for coverage. Several individuals indicated that the collection of even one dollar
helps members engage intheir own care as well as appropriately manage utilization and
cost. In contrast, many commenters expressed general concern related to the affordability
of the cost-sharing provisions for this population. Several commenters suggested therewas
no evidence that charging premiums would increase patient engagement. In addition,
several stakeholder groups cited various studies indicating that any form of cost-sharing
would negatively impact access to care and reduce coverage. Inaddition, several
commenters opposed increasing premiums forindividuals withincome greater than the
poverty level.

Othercommentersfocused on potential logistical difficulties that many low income
individuals would face in making regular premium payments, particularly those individuals
with mental disorders and those without achecking account or stable address. These
concerns were most pronounced inregards to individuals determined medically frail. Many
advocates and other stakeholders expressed concern with applying any form of cost-sharing
(premiums or copayments) to the medically frail population. While many supported
exemptingthese individuals from disenrollment for failing to pay premiums, many
commenters requested the policy go furtherand simply exemptindividuals determined
medically frail fromall cost-sharing obligations. These commenters noted thatindividuals
who miss premiums will instead be subject to copayments which may be very expensivefor
medically frail individuals with extensive health care needs, which could lead to
pharmaceutical noncompliance and otherreductions in utilization.

State Response: In regards to concerns about copayments, all Medicaid copaymentsare
subjectto the federal maximum cost-sharing limit equal to 5% of income. CMS regulations
allow states to charge copayments up to this limit without a waiver. However, stakeholder
feedback expressed support for predictable, lower premiums as an alternative to standard
Medicaid copayments up to 5% of income, aslow-income working families are betterable
to budgetforthe expense. CMS has recently approved several similar 1115 waivers that
implemented premium requirements equal to 2% of income. The flat rate premium
amounts proposedinthis waiverare all equal to or lessthan 2% of income, while the
increasing premium amounts forindividuals with income over100% FPLnever exceed the
CMS threshold of 5% of income. Therefore, the cost-sharing provisions in the waiver are
consistent with federal regulations and current CMS policy.
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In addition, the studies cited by afew commenters were not specificto the new adult group
category. Recentdata from Indiana’s Healthy Indiana Plan (HIP), also a Section 1115 waiver,
indicated that premiums equal to 2% of income are affordable.*® Approximately 87% of HIP
members reported they would pay more than 2% of income premiums to remain enrolled in
the program and that affordability was not anissue for people that left the program.*° Only
5% of people surveyed who leftthe programindicated they did so foraffordability
reasons.>® In addition, individuals who made regular payments had better outcomes, higher
satisfaction, higher primary and preventive care, higher drug adherence, and lowerER use.>!

The State will notseek changesto the premiumamounts setforthinthe original waiver
draft.

While there were arelatively small number of comments (approximately 16%) related to
cost-sharingand premiums, the State has adjusted the planbased ona few
recommendations. A couple of commenters suggested that the State implement family caps
on premium requirements, such thatthe monthly premium equal to 2% of household
income was not charged individually to all adultsin the household. Based on this feedback,
the Kentucky HEALTH waiver has been updated to clarify that premiums will be chargedon a
household basis ratherthan anindividual basis. Forexample, foramarried couple with
householdincome equal to 75% FPL, the couple would be required to pay only $8.00 per
month (ratherthan $16.00 per month).

In regards to the collection of premium payments, the State will ensure a variety of payment
collection methods are available, including cash, money order, personal che cks, creditcard
or debitcard (including prepaid Visa debit cards). The Kentucky HEALTH program will seek to
provide ample opportunity for members to make a premium paymentinamethod most
convenienttotheirsituation.

Finally, based onthe commentsreceived, the waiver has been updated to exempt medically
frail individuals from the imposition of both premiums and copayments. The waiver was
updated to allow medically frailmembers to choose to make premiums in orderto maintain
access to the My Rewards Account, however, inthe event of non-payment of premium, such
individuals will not be disenrolled and will not be subject to copayments forservices.

3. Community Engagement & Employment Initiative

d.

Summary of Comments: Relativelyfew comments (168, or approximately 12% of the total
comments) addressed the community engagementand employmentinitiative. Several
commenters supported the idea of requiring individuals who are able to work or volunteer
for theirtax funded benefit, noting that the majority of Americans also have to work to
obtainemployersponsored health coverage. Of the individuals opposed to the imposition of
the community engagementand employmentinitiative, many had questions aboutwho
would be subjectto the requirements, as well as what types of activities would satisfy the

48 The Lewin Group, Indiana Healthy IndianaPlan 2.0 Interim Evaluation Report (2016), available at:
http://www.in.gov/fssa/hip/files/Lewin_IN%20HIP%202%200%20Interim%20Evaluation%20Report_FINAL.pdf

9 d.

50 d.

51d.
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requirements. Specifically, several individuals expressed concern that Kentucky HEALTH
wouldincrease burdens onlow-income working families that are already struggling and
would have little timefor extra-curricularactivities, such as community service. Further,
several advocacy groups, includingthe AARP, requested that the exemption for caretakers
of a dependent child be expanded toinclude otherforms of caretaking activities. In
addition, several organizations posed very detailed operational questions related to the
implementation of thisinitiative.

State Response: With respectto comments concerned aboutthe increased burdenon low-
income working families, the proposed waiver as originally drafted indicated that
employment satisfies the requirement. However, the waiver has been updated to provide
furtheremphasis thatthe community engagementand employmentinitiative would not
impact working families. Specifically, individuals who are already working more than 20
hours per week will meet the requirement of the initiative, and will not be required to
perform community service orotherjob trainingactivities as a condition of continued
enrollment. This pointisclarified in Section 2.3 of the waiver.

In regards to caretakers, the State recognizesthe value and critical role of the countless
Kentuckians who serve as caretakers foraging or disabled individuals. Therefore, in
response, the waiverwill be amended in two ways. First, the community engagement and
employment exemption will be expanded to exempt not only primary caregivers of a
dependent minorchild, butalso primary caregivers of adisabled adult dependent. Secondly,
caregiving activities fornon-dependents, such as caregiving services provided to elderly
parents, will be counted as a qualifying activity for the community engagementand
employmentinitiative.

4. My Rewards Account and Changesto Vision and Dental Coverage

d.

Summary of Comments: Slightly over 200 comments (approximately 14%) were submitted
inregards to the proposed changes tovision and dental coverage. Many commenters
expressed concern over the elimination of dental and vision services, as well as concernthat
the My Rewards Account limits access to care through the requirement to complete reward
activitiesin orderto purchase benefits. In addition, some raised concerns overthe
perception thatvision and dental benefits were classified in the same categoryasa gym
membership. However, several commenters wrote in support of the My Rewards Account
structure and related benefit change, indicating that asking a personto participate in
beneficial activities in exchange forvision and dental services promotes ownership and
teachesresponsibility.

A significant portion of comments related to vision and dental coverage were from impacted
providers andtheir professional organizations. Dentists and other oral health professionals
expressed concernthatreductioninaccesstodental serviceswouldlead toincreased
emergency roomvisitsandincreased opioid use due to tooth pain. Similarly, many
optometrists opposed removing vision screenings from the base benefit package, since
these preventive visits often lead to early detection of other chronicdiseases. Overall, the
provider communities advocated forinclusion of vision and dental in the base benefit
package, as cost effective methods of addressing the overall health of the member.
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Further, several commentersindicated concern that the change in dental and vision
coverage foradults could negatively impact utilization of these services for children
resulting from potential misunderstanding that the parents and children have different
covered benefits. Inaddition, afew commentersindicated that, as currently structured, it
would be impossible fora person to accumulate enough funds to pay for basic dental and
vision services. These individuals urgedinclusion of additional and more inclusive
opportunitiestoearnrewards. Inaddition, severalindividuals recommended that coverage
for eyeglasses and contacts be added to the My Rewards Account.

State Response: Many of the commentsindicated amisunderstanding of the waiverand
additional clarifying language has been added. The Kentucky HEALTH program will continue
to coverall of the vision and dental services currently covered in Medicaid. It does not
propose to “eliminate” oradd new coverage, but rathertransition existing vision and dental
services (both considered optional Medicaid services under federallaw) to the My Rewards
Account.Vision and dental benefits will be maintained in the standard benefits for children,
pregnantwomen, medically frailindividuals, and any individuals eligible for Medicaid prior
to the passage of the Affordable Care Act.

The My Rewards Account s structured to give participants flexibility and ownership of their
own benefits and healthcare spending. The State recognizes that some members may only
needone dental cleaningandvision screeningin ayear. Ratherthan a one-size-fits-all
approach, the My Rewards Account creates flexibility and tailors benefits to the individual,
allowingthe participant to make choicesabout how to spend additional funds, which may
be on a gym membership oradditional dental work. Itisup to the individualto deci de what
benefitthey value mostand use of the account is flexible base d on individual needs.

In responding to the comments, the State will delay the implementation of this benefit
change by three months, to allow current members additional timeto accumulate dollarsin
their My Rewards Account. In addition, the State is committed to ensuring that the structure
of the account provides meaningful access to covered vision and dental benefits. The table
of qualifying activities provided in the waiverisillustrative, but not definitive, and several
additional opportunities will be made available forachievement of rewards. Forexample,
parents will also be able to earndollarsintheir My Rewards Account for obtaining prenatal
and/orpreventive care fortheirchildren, including recommended well-child visits, dental
cleanings, andvision screenings. This will serve to educate and encourage parents to utilize
the full array of children’s preventive services.

In addition, Kentucky HEALTH will also seek to encourage members to complete their GED
not only by rewarding members who pass the exam with a My Rewards Accountincentive,
but also by helpingto pay forthe out of pocket costs associated with takingthe exam. The
State will seek awaiverto pay forthis service as part of the Medicaid package in order to
further promote independence. Section 4.1.2 of the waiverhas been updatedtoreflect
these additions.
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5.

Incentive & Disincentive Program Structure

d.

Summary of Comments: Another set of commenters (approximately 10%) discussed various
aspects of the incentive and disincentive structure of the Kentucky HEALTH waiver proposal.
Several comments were received praising the use of incentives to drive healthy behaviors,
as well asrewarding members fortaking educational classes, health assessments, and
engagingintheircommunity. In addition, numerous commenters expressed concern about
the non-payment penalty provisions of the waiver, particularly the impact of the six month
disenrollment period forindividuals withincome greaterthan 100% FPL. Specifically,
commenters are concerned that this policy will increase emergency room utilization and
uncompensated care during coverage gaps. Inaddition, several providers, particularly
substance use disorder (SUD) providers, stated that a disenrollment penalty would disrupt
continuity of care, whichis particularlyimportant forindividuals in active m ental healthand
SUD treatment programs. In addition, afew commenters opposed the emergency room
penalty, and noted thatthe non-emergency use of ahospital emergency department
penalty is much higherthan the $8.00 federally allowable copayment amount.

State Response: The intent of the penaltiesisnot punitivein nature, butrather isintended
to familiarize members with the requirements of private insurance to help make their
eventual transition easier. Further, the disenrollment non-payment penalty does notapply
to individuals withincome below the poverty line orindividuals determined medically frail,
which wouldinclude those individuals actively participatingin SUD treatment programs.
Further, Indiana’s Healthy Indiana Plan waiveralso includes a similar six month non-
paymentdisenrollment period forindividuals with income greater than 100% FPL. According
to program data, less than 6% of the individuals (2,677) were disenrolled for non-payment,
and the majority (56%) were able to obtain health insurance during this six month period.>?
While the Kentucky waiver contains similar disincentives to encourage key behaviors, itis
alsodesignedto create a way for individuals to minimize or eliminate the penalty. As
drafted, the waiver provides disenrolled members the opportunity to take afinancial or
health literacy class, as well as pay owed premiums forthe monthsthey received coverage
but did not pay, in orderto regain coverage prior to the expiration of the six month
disenrollment period.

In regards to the non-emergency use of hospitals emergency department penalty, the
penaltyis notan actual member copaymentand does not use member out-of-pocket funds.
Instead, itreduces reward dollars from the My Rewards Account that were gained through
positive behavior, which may alsoinclude reward contributions for avoiding inappropriate
emergency roomuse. Inaddition, the Emergency Medical Treatmentand Active Labor Act
(EMTALA) regulations at 42 CFR §489.24, which sets special responsibilities for hospitalsin
emergency cases, including definitions of emergency conditions, will apply and members
may not be refused treatment.

52 The Lewin Group, Indiana Healthy IndianaPlan 2.0 Interim Evaluation Report (2016), available at:
http://www.in.gov/fssa/hip/files/Lewin_IN%20HIP%202%200%20Interim%20Evaluation%20Report_FINAL.pdf
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6. MedicallyFrail

d.

Summary of Comments: Approximately 4% of comments (or 58 comments) were received
specificto medically frail. Many of the commenters sought additional detail regarding the
state-specificdefinition of “medically frail.” Several commenters asked that certain
populations be explicitly identified and included in the definition, including those receiving
Supplemental Security Income (SSI)and Social Security Disability Insurance (SSDI). In
addition, the American Academy of HIV medicine specifically recommended that individuals
with HIV be automatically considered medically frail due to the critical importance of
medication adherence and continuity of care. Further, several commenters also requested
additional information regarding the medically frail determination process.

State Response: The State concurs with the commenters that providinga clear, concise, and
objective definition of medically frail will be critical to ensuring that the mostvulnerable
members participatingin Kentucky HEALTH are quickly and appropriately identified. In
response to several comments received about the urgency in quickly identifying specific
segments of the medically frail population, the State will modify the waiverto create
specificpopulations that automatically will be considered medically frail, including (1)
individualsin hospice care, (2) individuals living with HIV/ AIDS, and (3) individuals receiving
SSDI.

The waiveralso has been updated to provide additional clarification that individuals with SSI
are notincluded underthe Kentucky HEALTH waiver and will retain traditional disabi lity
Medicaid benefits. By contrast, individuals otherwise eligible for Kentucky HEALTHwho also
receive SSDI will be automatically determined medically frail under this waiver program.
Further, inresponse tothe requests that additional detail be provide d regarding the
medically frail determination process, Section 3.2 of the waiver was modified to provide
additional detailaboutthe process, aswell as the role of the MCOs in providinginformation
to the State for medically frail determinations.

7. ESIPremium Assistance

d.

Summary of Comments: Only 27 comments (approximately 2% of the total received)
expressed concerns that employer sponsoredinsurance (ESI) istoo expensiveand
individuals will not qualify for the employer premium assistance program due to th eir part-
time employment status. Two comments were received requestinginput from stakeholders,
including MCOs, in the design and operationalization of the program.

State Response: As stated in Section 3.2 of the original waiver proposal, individuals eligible
for the employer premium assistance program will not be subject to out-of-pocket expenses
in excess of the Kentucky HEALTH required premiums. Additionally, enrollment in ESI will
only be requiredtothe extentanindividual qualifies and the employer planis cost-effective
to the State. Therefore, no changes were made to the waiverinresponse to comments

received, asthe concerns raised were due to a misinterpretation of the program
requirements.
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8. Managed Care and Implementation Concerns

d.

Summary of Comments: Many commenters discussed the implementation of Kentucky
HEALTH, including comments about changes to managed care (34 comments or 2%) and the
administration of the plan more generally (128 comments or approximately 9% of the total
comments). Several commenters indicated that they appreciated the proposed MCO
reforms contained within Kentucky HEALTH and indicated they have struggled with the
administrative burden of working with multiple MCOs. These commenters encouraged
reducingthe number of MCOs in future contracting. In addition, many commentersalso
explicitly supported efforts toimplement asingle formulary, consistent priorauthorization
processes and standardized forms, as well as uniform credentialing. More generally, a
numberof comments were received that expressed various concerns with perceived
administrative complexities builtinto the program that will impactthe Commonwealth, the
MCOs and theirmembers, as well asincrease overall program costs. In addition, afew
commenters were concerned that the program would be too difficult for members to
understand and navigate.

State Response: No additional revisions to the waiver were made resulting from these
comments, except that the State removed specificreferences to “five” MCOs, as the state is
making a number of reforms to its contracting and cannot affirmatively state that the
program will continue to be administered by five MCOs forthe duration of the waiver. The
State intends to build on existing infrastructure withinthe SNAP program to operationalize
the community engagementinitiative and will explore existing technology solutions to track
engagement. Ultimately, the investment in developing the workforce inthe Commonwealth
isimportantfor not only to reduce unemployment, but also toimprove health outcomes. As
detailed inthe waiver, there isaknown link between health and employment, and CMS
statesit is “essential toindividual's economicself-sufficiency, self-esteem and well-being.”*3
Kentucky HEALTH aims to work across the various Cabinetsin the Commonwealth to
leverage existing health and employment-related programs and focus efforts on assisting
Kentucky HEALTH members achieveimproved health and self-sufficiency. The State intends
to partnerwith stakeholdergroups andinitiate astrong communications effort to educate
members about changesto the program throughout the implementation processto ensure
all members and potential members are notified of upcoming program changes.

9. SUD PilotProject

d.

Summary of Comments: Nearly all of the 103 comments received related to the proposed
SUD pilot project were supportive. Commenters described the devastating impact of
addictionand commended the State foraddressing thisissueandincreasing accessto
critical services through the proposed pilot project. Many commenters took the opportunity
to ask questions related to the specific details of the program, and provided detailed
suggestions forthe design of the pilot project. Suggestions included specific quality
measuresto study, provider qualifications for telehealth and partial hospitalization

53 Medicaid Employment Initiatives, CENTERS FOR MEDICARE AND MEDICAID SERVICES,
https://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Delivery-Systems/Grant-
Programs/Employment-Initiatives.html (lastvisited June 7, 2016).
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programs and expansion of the IMD waiver on a statewide basis. Commenters also
requested specificcounties be included in the pilot project and provided suggested criteria
for determining which counties toinclude.

State Response: The State will utilize the comments received inthe development of the
operational components of the SUD pilot project. Additionally, regarding expansion of the
IMD exclusion, the State intends to permit MCOs to utilize IMDs for up to fifteen (15) days
as anin-lieuof service, as availableunder42 CFR §438.6(e). In accordance with these new
federal regulations, this will be accomplished through the MCO contracting and rate setting
process and does not require amodificationtothe waiver proposal. Furtherinformation on
this change will be provided ata latertime. By contrast to the 15 day IMD stay permitted
underthe new managed care rule, the IMD waiversoughtforthe SUD pilot projectwould
allow Medicaid to reimburse for IMD stays up to 30 daysin length.

10. Questions and Misconceptions

d.

Summary of Comments: During the publiccomment process, many individuals took the
opportunity to ask specificquestions related to the program generally, including how it will
impact specificindividuals, details regarding how it will be operationalized and which
vendors will be utilized. Also, several comments were based on misunderstandings of
various aspects of the waiver. Forexample, several comments were received related to
perceivedreductionsinthe coverage of smoking cessation benefits or perceived elimination
of hearingaid coverage. Inaddition, others were concerned about estimated reductionsin
enrollment of children overthe 5year demonstration period.

State Response: To clarify, inregards to the smoking cessation benefit, there are no changes
to benefits related to the coverage of smoking cessation counselingand medication. The
State will continue to coverall services (including smoking cessation services) givenan "A"
or "B" from the United States Preventive Services Task Force (USPSTF), at no cost to the
recipient. All preventive services are covered by the managed care organization outside of
the member’sdeductibleaccount.

Many of the questions asked specificoperational questions that will be helpfulin the future
as the State works to operationalize and further refinethe program. In addition, the State
plansto use the commentsto develop memberand stakeholder communication material
priorto implementation. However, as these types of questions did not provide specific
feedback on the waiver, no modifications were made to the waiverasa result.

In addition, the enrollment figures for children contained in the initial waiver draft were
mistakenly transposed with the enrollment numbers for expansion adultsinthe table on
Page 18 of the waiver. The correct enrollment figures were available on Page 3 of
Attachment|ll. To clarify, the State does not anticipate that enrollment for children will
decrease, ratherit mayactuallyincrease underthe waiver.

9.2 Summary of Waiver Changes Following Public Comment

The State appreciatesthe massive publicresponse toits 30-day request for publiccomments. Due to the
robust and thoughtful input, the State took additional time to thoroughly review and give due
consideration to each comment. While the broad themes are summarized and discussed above, each
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comment received during the publiccomment period helpsinform not only the development of the
waiver, but also future discussions with CMS, the design of the program evaluation, member
communication strategies, and other operational considerations. In addition, the State has chosento
directly respondtoa number of significant concerns and specificrecommendations suggested during
this process, and has made changes and modifications to the waiveras a directresult of publicinput.
These changes were discussed above and are also summarizedinthe below table:

| Section Description of Change Page #
Several updates and clarifications wereadded to the program overview
section, including:
e Clarified that benefits will not change for children, pregnant
women, medically frail, and adults eligible for Medicaid before
expansion.
e Listedeligibility groups excluded from waiver. Pages
Kentucky Health . . . .
Overview . Adc%ed language that premiums will only be applied on afamily 9,10,
(Section1.2.2) basis. 12, &
e (larified that members may choose how to use the My Rewards 13
Account benefits.
e Addedlanguage about Medicaid policy goalsin supportof services
to supportindependence.
e Added caretakingas community engagement & employment
activity, and clarified list of exemptindividuals.
Demonstration The implementation of changes tothe dental and vision benefit will be
Areaand . . Page
. delayed by three monthsto allow memberstimeto accrue fundsin the
Timeframe My Rewards Account 14
(Section 1.5) )
Impact to
Medicaid and Clarification was added to explain that this waiver primarily only Page
Chip impacts “non-disabled” individuals in traditional Medicaid populations. | 14
(Section 1.6)
e Addeddescriptionand chartdescribing groups excluded fromthe
waiver:
o Formerfosterchildrenuptoage 26;
T o Individualsona1915(c) waiver;
Eligibility . . L
(Sections 2and o Ind!v!dualsm.ar\ |nst|tut|on';ar'1d Pages
2.1) o Individualseligible for Medicaid on the bases of age, 15-16
' blindness, or disability, includingindividuals eligible for
social securityincome (SSI).
e Made technical correctiontolisted income levels for Section 1931
parentsand caretakersin Table 2.1(A)
Several revisions and clarifications were made to this section, including:
Community e Addedlanguage about Medicaid policy goalsinsupportofservices
Employment & to supportindependence. Pages
Engagement e Extended community engagement & employment exemption for 16-18
(Section 2.2) primary caretakers of minor children aswell as disabled adult
dependents.
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e Clarifiedthatstudents orindividuals employed more than 20 hours
a week meetthe requirements of this section, and no additional
community engagement activities are required to maintain
benefits.

e Added “caregiving services forafamily member orotherperson
with a chronic, disabling health condition” as a qualifying activity.

e Addedclarification around education component of the initiative,
and added GED benefit.

Projected Page
Enrollment Made a technical correctionto the enrollment chart. 19g
(Section 2.3)

Made changesto proposed benefitchangesas follows:
Kentuck e AllergyTesting: Removed proposed amendment to the Medicaid
y . State Plan, as allergy testing and private duty nursing will continue | Pages
HEALTH Benefits ;
. to be covered services. 21 &
(Sections3& ) . g . .
e Smoking Cessation: Clarified that current smoking cessation 23
3.1.2) . . . " ” up”r H
benefits will continue to be covered asan “A” and “B” service
recommended by the United States Preventive Services Task Force.
My Rewards .. | Thedental and vision benefit change will be delayed by three monthsto | Page
Account Benefit . .
. allow members time to accrue fundsin the My Rewards Account. 24
(Section 3.1.3)
Educational Added GED testing costs as an additional covered benefit for Kentucky Pages
Support HEALTH members 24 &
(Section 3.1.4) ’ 25
Clarified the definition and process
e Certain populations will be determined automatically medically
Medicallv Frail frail, includingindividuals receiving hospice care, persons with p
(Sic‘licc?né 3ral|) HIV/AIDS, and individuals receiving SSDI. zgge
o e Addedadditional detail regarding the medically frail identification,
determination and appeal process.
e Medicallyfrail individuals willbe exempt from copayments.
Clarified and added the following:
e Addeddescription of educational support benefit
e Community engagementrelated activities will only qualify fora
reward depositifin excess of hours required to maintain coverage
as setforth in Section 2.2.
My Rewards . . .
Account e Expandedthe reward activity chartto include caretaking Pages
(Section 4.1.2) respons!bll|t|es,'passmgthe GED, and completion of child 28-30
preventiveservices.
e C(Clarifiedthatthe inappropriateemergency room penaltyisnota
member copayment.
e Addedanincentive and disincentive option for excessive missed
healthcare appointments
Mem'ber Clarified and added the following:
Required Added |anation that premiums willbe paidona household | - 26cs
[ ]
Contributions ed an explanation that premiums will be paid on a househo 31.33

(Section4.2)

basisratherthan per person.
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e Addedanexemptionformedically frail from the imposition of
premiums and copayments.

e Includedstudyresults supporting positive impact premium
payment hason memberhealth outcomes.

Cost-Sharing

Clarified that medically frailmembers willbe exempt fromthe

Page

(Attachmentll)

e Made allowance forathree month delayin changes to the vision
and dental benefitin the firstyear of the waiver.

Exemption imposition of premiums and copayments. However, premiums are still 31
(Section 4.3) required to maintain the member’s My Rewards Account.

SUD Pilot Addedthat the pilot project will include measurement of specific Page

Program recommended SUD and HIV quality indicators 35
(Section5.1.1) 9 y )
Ma;zfs:dm(;are Removed referencesto 5MCOS, as the State is not committed to Page
(Section 5.1.3) maintainingthis number of MCOs in the future. 38
FeeforService | Clarifiedthatthe State may carve outthe services provided throughthe | Page
(Section 5.6) My Rewards Account from managed care. 38

. The implementation of changes to the dental and vision benefit will be
Implementation . . Page
. delayed by three monthsto allow memberstimetoaccrue fundsinthe
(Section 6) 39
My Rewards Account.

Costs Not

Otherwise Added a requestthat GED testing fees be regarded as a Medicaid Page

Matchable expenditure. 41
(Section 8.2)
EvaluationPlan | Addeda new evaluation metricrelated to measuring GED participation | Page
(Attachmentl) | rates. 61

i o & e Eliminatedreference toremoval of private duty nursing.

ihancing e Added GED certification fees for expansion and non-expansion

Budget . Pages
. adults as a covered benefit.
Neutrality Clarified premi illbe collected on a household basi 67&
Summary arified premiums willbe collected on ahousehold basis. 63

Otherthan the changes noted above, the content of this applicationisidentical to the copy of the
applicationinitially posted on the Cabinet for Health and Family Services website on June 22, 2016.

10 Demonstration Administration

Name and Title: Stephen P. Miller, Commissioner, Department for Medicaid Services
Telephone Number: 502-564-4321 Ext. 2016
Email Address: steve.miller@ky.gov
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ATTACHMENT I: Evaluation plan

The table below presents an overview of apreliminary plan for how the State may evaluate the
Kentucky HEALTH program. This evaluation planis subject to change and will be further defined to
reflect operational details as the programisimplemented.

| # Hypothesis

Methodology

Data Sources and Metrics

Goal 1: Improve member’s health and help them be responsible for their health

1.1 | Kentucky HEALTH policies will
promote member use of
preventive and primary care.

Track and compare heath
service utilization rates
between current Kentucky
HEALTH members, and
their previous Medicaid
enrollment category.

Claims data:

Primary care encounters;
Specialist care
encounters;

ED visits; and
Preventivecare codes.

Track preventive care
utilization rates and trends
amongdifferentage and
gendergroups.

Claims data:

Number, type, and
frequency of preventive
care servicesused; and

Gender- and age-specific
rates of pre-determined
preventiveservice
utilization.

1.2 | Kentucky HEALTH policies will
promote membercompliance

Track and compare chronic
disease management

Claimsdata:

Chronicdisease

with chronic disease compliance rates between management codes; and
management. currentKentucky HEALTH | o Participation in disease
members, and their management program.
previous Medicaid
enrollment category.
1.3 | Kentucky HEALTH policies will Track and compare ACSCs Claims data:

reduce member hospitalization
of ambulatory care sensitive

hospitalization rates
between current Kentucky

Ambulatory care
sensitive conditions

conditions (ACSCs). HEALTH members, and (ACSCs) codes.
their previous Medicaid
enrollment category.
1.4 | Kentucky HEALTH will increase | Track and compare Claimsdata:

access to substance use
disorder (SUD) services with
special focus on Institutions for
Mental Diseases (IMD).

inpatient specialty
care/SUD utilization rates
between current Kentucky
HEALTH members, and
their previous Medicaid
enrollment category.

Specialist care
encounters.

Administrative dataand MCO
reported data:

Network adequacy;
Number of certified
providers;

Change in ED utilization
and costs; and
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e Changeininpatient
utilization and costs.

Membersurvey:

e Percentage of members
who reportthe wait
times for SUD services.

Goal 2: Encourage individuals to become active participants and consumers of healthcare who are

prepared to use commercial healthinsu

rance

2.1 | Kentucky HEALTH policies will Track and compare Administrative data:
provide incentives to monitor remaining balancesin e Percentage of deductible
and manage the two member memberdeductible accounts thathave a
managed account funds. accounts at the end of each balance at theendof a
benefit period. benefit period.
Track and compare Administrative data:
balancesin member My e Percentage of My
Rewards accounts at the Rewards Accounts that
end of each benefit period. have a balance at the end
of the benefit period.
Track account balances Administrative data:
transferred fromthe e Average deductible
deductible accounttothe account balance amount
My Rewards Account at the at the end of each benefit
end of each benefit period. period;and
e Numberof members e Average My Rewards
with unused deductible Accountbalance atthe
account balances atthe end of each benefit
end of each benefit period.
period; and
e Average amount
transferred to My
Rewards Account at the
end of each benefit
period.
Track number of people MCO administrative data.
checkingtheiraccount
balances:
e Weekly;
e Monthly;
e Semi-Annually;
e Annually.
2.2 | Kentucky HEALTH policies will Track and compare My Administrative data:

encourage healthy behaviors
and increase member access to
enhanced health services (such

Reward Account
expenditures on enhanced
health services.

e Percentage of My Reward
Accounts that have
expenditures for
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as dental, vision, gym
memberships and over-the-
counter medications).

enhanced health services
at the end of each benefit
period;

Average My Reward
Account expenditures for
enhanced health services
at the end of each benefit
period; and

Percent of My Reward
Account expenditures for
enhanced health services
at the end of each benefit
period.

Track and compare
memberachievement of
healthyincentives
contributionstothe My
Rewards Account.

Administrative data:

Members receiving any
healthyincentive
contributions;
Type/source of healthy
incentive contribution
(e.g., avoidance of
inappropriate ERvisits,
completedjob search,
GED, etc.);

Average number of
healthyincentive
contributions earned;
Total dollaramount of
healthyincentive
contributions received;
and

Average dollaramount of
healthyincentive
contributions received.

Track and compare type of
enhanced health services
used by member MY
Rewards accounts.

Enhancedservices used,
by percent of total
enhancedservices
offered (e.g.,40% of all
enhanced services used
for gym memberships;
30% of all enhanced
servicesusedforOTC
medications, etc.);
Enhancedservices used,
by numberof services
(e.g., 4,000 total gym
memberships received;
3,000 total OTC
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medications received,
etc.);

Total dollaramount spent
on enhancedservices;
and

Average amountspenton
enhancedservices.

2.3

Kentucky HEALTH policies will
promote membercompliance
with making premium
payments.

Track premium initial and

ongoingpremium

payments.

e Qverall;

e Above 100% FPL;

e Atorbelow 100% FPL;
and

e Medically Frail Status.

Health plan contribution and
enrollment data:

Numberand percentage
making premium
payments within allowed
time;

Numberand percentage
disenrolled from
Kentucky HEALTH due to
non-payment of premium
(above 100% FPL);
Numberand percentage
suspended with
copayments applied
(below 100% FPL) due to
non-payment of
premium;

Numberand percentage
reinstated early (before 6
months) into Kentucky
HEALTH after
disenrollment (above
100% FPL) or suspension
(at or below 100%) due
to non-payment of
premium;and
Numberand percentage
reinstated on-time (after
6 months) into Kentucky
HEALTH following non-
payment of premium.

2.4

Kentucky HEALTH open
enrollment policy will increase
member compliance with
redetermination process.

Track member compliance

with redetermination.

e Qverall;

e Above 100% FPL;

e Atorbelow 100% FPL;
and

e Medically Frail Status

Numberand percentage
disenrolled from
Kentucky HEALTH due to
failure to comply with
redetermination process;
Numberand percentage
reinstated priorto next
openenrollment period;
and
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e Numberand percentage
reinstated at next open
enrollment period (after

six months).
2.5 | Kentucky HEALTH’s incentive Compare annual rates of Claims data:
and disincentive policies inappropriate emergency e Annualoverall
related to non-emergency use departmentutilization emergency department

of hospital emergencyroom
will reduce inappropriate
utilization among Kentucky
HEALTH members.

between Kentucky
Medicaid populations for
the years before waiver
(priorto 2017) and after
waiver (2017 and beyond).

utilization rates (percent
of membersand
visits/100,000 members);
and

e Annual non-emergency
emergency department
utilization rates (percent
of membersand
visits/100,000 members).

Survey Kentucky HEALTH
members on whetherthe
incentives and
disincentives related to the
My Rewards Account for
appropriate emergency
room utilization caused
themto seek services with
their primary care
physicianorinan
alternative urgentcare
setting.

Membersurvey:
e Percentage of members
who reportthe

disincentive caused them
to seekserviceswith
their primary care
physicianorinan
alternative urgentcare
settinginlieu of the
emergency department.
e Percentage of members
who reportthe incentive
causedthemto seek
serviceswith their
primary care physicianor
inan alternative urgent
care settinginlieuof the
emergency department.

Compare annual rates of
members subjecttothe
escalating My Rewards
Account disincentive based
on repeated inappropriate
hospital emergency
department utilization.

MCO reported data:

e Numberof membersthat
utilized inappropriate
emergency services:

o Onlyonce;

o Two times;

o Threetimes;and

o More than three
times.
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Goal 3: Empower people to seekemployment and transition to commercial health insurance

coverage

3.1 | Kentucky HEALTH policies will
encourage members to increase
community engagement.

Track and compare
memberachievement of
community engagement
and employment
contributionstothe My
Rewards Account.

Administrative data:

Members receiving any
community engagement
and employmentrelated
contributionstotheir My
Rewards Account; and
Average number of such
contributions earned.

3.2 | Kentucky HEALTH policies will
encourage members to obtain
their GED certification.

Track members preparing
for, taking and passing the
GED exam.

Administrative data:

Members receiving
contributionstotheir My
Rewards Account for GED
related activities
Members reporting GED
related activities fortheir
required community
engagementhour
requirements
Memberswho utilize the
GED exam fee benefit

3.3 | Kentucky HEALTH policies will
encourage membersto seek
employment.

Track members
participatingin job search
activities.

Administrative data:

Numberand percent of
members who register
with Career Centerand
complete job needs
assessment;
Numberand percent of
members who participate
in qualifying community
service activity;
Numberand percent of
members who complete
jobskillstraining (i.e.
vocational education,
training); and
Numberand percent of
members who complete
job search activities.
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3.4

Kentucky HEALTH policies will
encourage members to earn
employmentand ultimately
transition to commercial health
insurance coverage.

Track numberof former
Medicaid members
successfully transitioning to
commercial health
insurance coverage and
accessing the My Rewards
Accountbonus after
eighteen months.

Administrative data:

Number of former
members able toreceive
a cash reward after
transitioningto
commercial health
insurance coverage;
Average My Rewards
Account balance payoff;
and
Number of individuals
that reenter program
priorto achievingafull
eighteen months of
commercial health
insurance coverage.

Track numberof individuals
employed over twenty
hours per week.

Administrative data:

Number of memberswho
move from part-time
employmentto full-time
employment;
Number of memberswho
move from
unemployment to part-
time employment; and
Number of members who
move from
unemploymentto full-
time employment.

Track earnings of members
who earn employment.

Administrative data:

% FPL of individual
income; and

% FPL of household
income.

3.5

The employer premium
assistance program will
increase the proportion of
Kentucky residents under 138%
FPL covered by employer-
sponsored insurance (ESI).

Track the number of
Kentucky residents with
income under 138% FPL
covered by ESI overthe
demonstration period.

Current Population Survey &
American Community Survey:

ESI coverage rate
estimates, all ages.

Track employer premium
assistance program
memberenrollment.

Kentucky HEALTH enrollment
and premium assistance
records:

Number of Kentucky
HEALTH members who

are eligible forthe
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employer premium
assistance program;
Number of Kentucky
HEALTH memberswho
enrollinto the employer
premium assistance
program.

Percentage of total
demonstration enrollees
participatinginthe
employer premium
assistance program—
monthly and annually;
and
Number of employer
premium assistance
program enrollees who
receive premium
assistance to purchase
ESI—monthlyand
annually.

Track employer premium
assistance program
employerenrollment.

Employer premium
assistance program
administrative data:

Number of employers
whoenrollinthe
employer premium
assistance program, by
employersize (e.g., small,
medium, large).

Track employer premium
assistance program wrap-
around coverage
expenditures.

Claims data:

Number, type, and
frequency of wrap-
around service used;
Average cost of wrap-
around service used;and
Total cost of wrap-
around service used.

3.6

Kentucky HEALTH’s sliding scale
increased premium payment
amounts will discourage
dependencyon public
assistance and encourage
members to transition to
commercial health insurance
coverage.

Compare annual rates of
Medicaid enroliment
between Kentucky
Medicaid populations for

Administrative data:

Monthly Medicaid
enrollment; and
Annual Medicaid

the years before waiver enrollment.
(priorto 2017) and after

waiver (2017 and beyond).

Survey Kentucky HEALTH Membersurvey:
members on whetherthe
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slidingscale increased

premium payment amount

caused themto seek
employmentand/orother
forms of healthinsurance
coverage.

Percentage of members
whoreportthe sliding
scaleincreased premium
payment amount caused
themto seek
employmentand/or
otherforms of health
insurance coverage.

Compare annual rates of

members payingincreased

premiumamounts based
on continued annual
enrollmentin Kentucky
HEALTH.

MCO reported data:

Premium payment
amounts, by year of
coverage.

Goal 4: Implementdelivery systemreforms to improve quality and outcomes

4.1

Kentucky HEALTH policies will
promote high quality
healthcare delivered by
providers.

Track MCO abilityto meet
guality and outcome
benchmarks within their
service contracts.

Claims data:

Kentucky HEALTH
outcomes compared to
MCO benchmark
requirements:

o Primarycare;
Preventivecare;
Specialist care;
Emergency care; and
Ambulatory care
sensitive conditions.

o
o
o
O

Track Kentucky providers
receiving bonus payments
from MCOs for meeting
guality and outcomes
standards.

MCO reported data:

Bonus payments paid to
provider.

Goal 5: Ensure fiscal sustainability

5.1

Kentucky HEALTH will remain
budget-neutral forboth the

federal and State governments.

Conducta budget
neutrality analysisand
documentadherence to
waivermargin.

Calculation of the waiver
margin (annual and
cumulative);
Documentation of all
State and federal costs;
and

Demonstration of budget
neutrality.
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ATTACHMENT II: Financing and Budget Neutrality Summary

Milliman, Inc. (Milliman) was engaged to develop the response to the Budget Neutrality Form section for
the Section 1115 Medicaid Demonstration Waiver Application (1115 Waiver). The Centers for Medicare
and Medicaid Services (CMS) requires all 1115 Waivers to demonstrate budget neutrality. Budget
neutrality is a comparison of without waiver expenditures (WoW) to with waiver expenditures (WW).
CMS recommends two potential methodologies of demonstrating budget neutrality:

1. PerCapitaMethod: Assessment of the per member per month (PMPM) cost of the Demonstration
2. Aggregate Method: Assessment of both the number of members and PMPM cost of the
Demonstration

Budget neutrality for the Kentucky HEALTH 1115 Waiver will be demonstrated through the use of the
aggregate method. The budget neutrality projections were developed using CMS budget neutrality
requirements. A detailed budget neutrality worksheet is attached as Attachment 1.

Milliman has relied upon certain data and information provided by the Kentucky Departmentfor Medicaid
Servicesinthe development of the estimates contained in the Budget Neutrality Worksheet. Milliman has
relied upon the Kentucky Department for Medicaid Services forthe accuracy of the data and acceptedit
without audit. Additionally, Milliman relied on data and other information from the Current Population
Survey and Medical Expenditure Panel Survey. To the extentthat the data providedis not accurate, the
results of thisanalysis may need to be modified to reflect revised information.

Differences between our projections and actual amounts depend on the extent to which future
experience conforms to the assumptions made for this analysis. It is certain that actual experience will
not conform exactly to the assumptions used in this analysis. Actual amounts will differ from projected
amounts to the extent that actual experience deviates from expected experience. It should be
emphasized thatthe valuesinthe Budget Neutrality Form are a projection of future costs based on a set
of assumptions. Results will differif actual experience is different from the assumptions contained in this
analysis.

Appendix Il illustrates the 1115 Waiver Budget Neutrality spreadsheet. The rest of this section
documents the supporting data included in the spreadsheet using guidance provided by CMS in the
Budget Neutrality Form.

I.  Without- and With-Waiver Projections for Historical Medicaid Populations
A. Recent Historical Actual Data

We have provided actual historical data separately for three Medicaid populations contained in the
waiver: Children (Age 18 and Under), Adults: Non-Expansion, and Adults: Expansion.

For both the Children and Adult Non-Expansion populations, we have provided historical data for
calendaryears 2011 through 2015. For the Adult Expansion population, we have provided historical
data for the program’s first two years, calendar year (CY) 2014 through 2015. For each eligibility
group, the historical data includes capitation payments and fee-for-service experience for members
who were enrolledin program that will be eligible for Kentucky HEALTH.

66



B. Bridge Period
The bridge periodisJanuary 1, 2016 to December 31, 2016 (12 months).
C. Without-Waiver Trend Rates, PMPM costs and Member Months with Justification

For the Children and AdultNon-Expansionpopulations, we developed annualtrend rates for member
months based on CY 2011 to CY 2015 eligible member months. For PMPM cost trend, we used
observed 5-yearaverage trends developed based onthe CY 2011 through CY 2015 historicdata.

We were unable to observe reasonable enrollment and PMPM cost trends for the Ex pansion eligibility
group due to the infancy of the program. Therefore, we used eligible member months and PMPM
cost trend rates equal to the observed 5-year average trend rate for the Adult Non-Expansion
eligibility group.

D. Historical Medicaid Populations: With-Waiver PMPM Cost and Member Month Projections

To project with-waiver PMPM cost and member months, we estimated the impact of key features of
Kentucky HEALTH for each eligibility group. PMPM cost and enrollment changes were estimated
through the use of dataand information provided by the Kentucky Department for MedicaidServices.
Additionally, werelied on data and otherinformation from the Current Population Survey and Medical
Expenditure Panel Survey. We also relied on data and other information from similar Medicaid
programs to develop with-waiver projection estimates as appropriate.

Key features of Kentucky HEALTH reflected in the with-waiver projections include the following:

Benefit Package Changes. Specific benefit changes reflected in the with-waiver projections for the
Expansion eligibility group include:
e Removal of non-emergency medical transportation (NEMT) for non-medically frail
expansion eligibility group;
e Modification of service limits for PT/OT/ST; and,
e Addition of GED certification fees for Expansion and non-Expansion adults.

We relied on data and other information provided by consultants to the Kentucky Department for
Medicaid Services in developing estimated impacts for these benefit package changes. Please note
that no benefit package changes were assumed for the Children and Adult Non-Expansion eligibility
groups.

Coverage Effective Date & Retroactive Coverage. For non-exempted eligibility groups, we assumed
that retroactive eligibility will no longer apply. We anticipate that presumptive eligibility will be
introduced at additional providers corresponding with this program change. The removal of
retroactive eligibilityis expectedto have animpact to both enrolimentand per capita claims. With no
retroactive eligibility, we expect to see anywhere from zero to three months of enrollment removed
for newly eligible beneficiaries. We assumed a different level of cost on a PMPM basis for these
retroactive months, relative to non-retroactive eligibility months, as the members are not fully
acclimated to Medicaid and may not fully utilize Medicaid covered services. Aggregate expenditures
are estimatedto be reduced due to the removal of retroactive eligibility months.

67



To estimate the impact of this change, we compared base medical member months and PMPMs with
and without retroactive months for a similar Medicaid population. We reviewed the changes in
enrollment and cost between the two scenarios by eligibility group segment to estimate the impact
of removing retroactive eligibility. In developing these estimates, we considered the impact of
presumptive eligibility at additional providers, a provision which will partially offset the removal of
retroactive eligibility.

Employer Premium Assistance Program. We estimated the impact associated with the premium
assistance program through the use of Medical Expenditure Panel Survey data from the Agency for
Healthcare Research and Quality (AHRQ), along with the 2014 Current Population Survey. We expect
membership levels to increase under the premium assistance program as members with existing
Employer Sponsored Insurance (ESI) coverage apply for Medicaid ESI assistance. We developed
enrollment projections through the use of take up rates which varied by eligibility and age group.

Additionally, we estimated that the PMPM cost for the eligibility groups will decrease as the average
cost of ESI premium and cost sharing assistance is estimated to be lower than that of a traditional
Medicaid beneficiary. We estimated the impact of this by reviewing the employee premium and cost
sharing amounts for an ESI member as compared to Medicaid capitation rates and wrap around
coverage, stratified by quartile and eligibility group.

Premium Contributions and My Rewards Account Benefit. To estimatethe impact of the introduction
of premiums on a household basis, we valued required premium contributions by income band and
assumed varying payment rates by eligibility group. Premium amounts were compared to existing
copayment requirements to estimatethe netimpact of member premium contributions.

To estimate the impact of the My Rewards Account, we modeled the PMPM cost or savings of each
program component by eligibility group. We estimated the impact of the eligible benefits (dental,
vision, and OTC drugs) based on PMPM cost estimates for these services, with allowances made for
the delayed implementation of vision and dental benefits in the first year of the waiver. We valued
the impact of deductible rollover by modeling the distribution of remaining year-end deductible levels
based on data and other information from a similar Medicaid program. We estimated the penalty
assessed for non-emergent emergency room use and the incentive for proper emergency room use
by reviewing the distribution of non-emergent and emergent emergency room utilization based on
data provided by the Kentucky Department for Medicaid Services.

Managed Care Reforms. We estimated that requiring the managed care organizations to align
payment incentives with quality performance and outcomes has the potential to reduce annualized
trends by 0.5% on a PMPM basis.

Community Engagementand Employment. Kentucky HEALTH is structured to encourage employment
and community engagement by requiring a graduated weekly commitment from all able bodied
adults. We utilized data from the 2014 Current Population Survey to model employment ratesin
Kentucky while adjusting for children, pregnant women, medically frail, and adults with primary
caretaking responsibility for a dependent, which are exempt from the community engagement and
employment initiative. We modeled enrollment changes and the corresponding morbidity effects
based on a 2 year program phase infor community engagement requirements.
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E. Justification for With-Waiver Trend Rates, PMPM Costs and Member Months

The impact of each feature of Kentucky HEALTH is fully reflected in the trend rates displayed in
Appendix|ll. The developmentand justification forthese ratesis describedin Section Dabove.

Cost Projections for New Populations
Not applicable
Disproportionate Share Hospital Expenditure Offset

Notapplicable

. Summary of Budget Neutrality

Appendix|ll illustrates the 1115 Waiver Budget Neutrality spreadsheet, which includes the following
applicable tabs:

i. HistoricData

ii. WOW (Without-Waiver)

iii. WW (With-Waiver)

iv. Summary (of BudgetNeutrality)

Additional Information to Demonstrate Budget Neutrality

We do not believe there is any other information necessary for CMS to complete its analysis of the
budget neutrality submission.
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ATTACHMENT Ill: Budget Neutrality Worksheets
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NOTICE OF KENTUCKY DEPARTMENT FOR MEDICAID SERVICES
PUBLIC HEARINGS AND COMMENT PERIOD FOR
§1115 DEMONSTRATION WAIVER

Pursuant to 42 CFR 431.408, notice is hereby given that the Kentucky Department for Medicaid
Services will provide the public the opportunity to review and provide input ona §1115
demonstration waiver that will be submitted to the Centers for Medicare and Medicaid Services
(CMS) to mplement Kentucky HEALTH. This notice provides details about the waiver
submission and serves to open the 30-day public comment period, which closes on Friday, July
22,2016 at 5:00 p.m.

In addition to the 30-day public comment period in which the public will be able to provide
written comments to the agency via the US postal service or electronic mail, the Commonwealth
will also host two public hearings in which the public may provide verbal comments directly to
the Agency. The public hearings will be held on the following dates and times at the following
geographically distinct locations:

Tuesday, June 28, 2016, 10:00 AM — 12:00 PM (CST)
Western Kentucky University

Knicely Conference Center Auditorium

2355 Nashville Road

Bowling Green, KY 42101

Wednesday, June 29, 2016, 1:00 PM - 2:00 PM (EST)
Advisory Council for Medical Assistance (MAC) Special Meeting
Kentucky Capitol Annex

702 Capital Avenue

Frankfort, KY 40601

Wednesday, July 6,2016, 11:00 AM - 1:00 PM (EST)
Hazard Community and Technical College Campus
Room 208, Jolly Classroom Center

1 Community College Drive
Hazard, KY 41701

Prior to finalizing the proposed waiver, the Commonwealth will consider all of the public
comments received during the public comment period, both written and verbal. The comments
will be summarized and addressed in the final draft of the waiver to be submitted to CMS.

WAIVER PROPOSAL SUMMARY

The §1115 demonstration waiver seeks to secure the long-term viability of Medicaid expansion
mn Kentucky, and ntroduce reforms mtended to tailor the program to a non-disabled working-age
adult population. The §1115 demonstration waiver creates an innovative, transformative
healthcare program designed to not only improve health outcomes for members, but also
mprove therr overall quality of life by addressing some of the underlying social determmants of
health and helping to break the cycle of poverty. The §1115 demonstration waiver includes the



creation of the Kentucky HEALTH program and introduces comprehensive delivery system
reforms targeting substance use disorder (SUD), chronic disease management, and managed care

to improve quality and outcomes.

Kentucky HEALTH offers eligible individuals two pathways to coverage: (i) an employer
premium assistance program, which assists individuals in purchasing their employer-sponsored
health insurance plan; and (i) a consumer-driven health plan option, which offers members a
high-deductible health plan with commercial market benefits.

1. Employer Premium Assistance Program: Members who currently have access to health
msurance through their employer will have the option to enroll their family into their
employer-sponsored health insurance plan. Participation in the premium assistance
program in lieu of the standard Kentucky HEALTH consumer driven health plan is
optional during their first year of enrollment, but mandatory after the member’s second
year of eligbility, provided the member has been employed with their employer at least
one year. The employer premium assistance program will subsidize the member’s
employer-sponsored health mnsurance plan.

2. Consumer-Driven Health Plan: This mnovative, transformative healthcare program
introduces commercial market health nsurance features and encourages members to
become active consumers of healthcare. Kentucky HEALTH will be managed through a
managed care delivery system and will offer a new benefit package modeled after the
Kentucky State Employees’ Health Plan, while maintaining current mental health and
substance use disorder benefits. In addition, Kentucky HEALTH provides a consumer-
driven, high-deductible health plan paired with two member controlled healthcare
spending accounts: (i) the deductible account, to cover deductible expenses; and (i) the
My Rewards Account, to accrue savings and earned incentive dollars that can be used to
purchase enhanced benefits not covered in the base benefit package.

Kentucky HEALTH is designed to improve member health, prepare them for employment, and
provide them with the tools to successfully transition to commercial market insurance coverage.
First, the program focuses on engaging people to improve their overall health and wellbeing by
creating incentives for preventive care, participation in disease management programs, and
healthy lifestyles. Second, the program embraces commercial market policies and principles to
familiarize participants with commercial market coverage by requiring member premiums and
establishing an open enrollment period. Finally, the program actively assists members in
transitioning to commercial market insurance coverage by requiring participation in minimum
community engagement activities, incentivizing employment, and rewarding members who are
successfully able to obtain employment and commercial health insurance for at least eighteen
months.

GOALS & OBJECTIVES
The Kentucky HEALTH seeks to comprehensively transform Medicaid and accomplish the
following goals:

1. Improve participants’ health and help them be responsible for their health;



2. Encourage individuals to become active participants and consumers of healthcare who are
prepared to use commercial health msurance;

3. Empower people to seek employment and transition to commercial health insurance
coverage;

4. Implement delivery system reforms to improve quality and outcomes; and

5. Ensure fiscal sustainability.

ELIGIBILITY

Kentucky HEALTH is designed specifically for able-bodied working age adults and their
families. Currently, the Commonwealth has expanded Medicaid to cover this new adult group up
to 138% of the federal poverty level (FPL). This expansion will be mamtained through Kentucky
HEALTH. In addition, the Commonwealth will seek to transition all other non-disabled adult
Medicaid recipients to Kentucky HEALTH. Finally, Kentucky HEALTH will seek to provide
seamless coverage for families by including children covered under the KCHIP program.

Kentucky HEALTH will include the following eligibility categories:

e Individuals eligible in the new adult group pursuant to Section 1902(a)(10)(1)(VIII) of the
Social Security Act (the Act);

Low-income parents and caretaker relatives pursuant to Section 1931 of the Act;
Individuals eligible for transitional medical assistance pursuant to Section 1925 of the Act;
Women eligible in the pregnant women category;

Newborn children;

Medicaid eligible infants and children under age 19; and

Children eligble under Title XXI CHIP Program.

Kentucky HEALTH may also affect member eligibility due to the introduction of several
commercial market policies as well as the community engagement and employment initiative.

e Commercial Market Policies: Similar to the commercial health msurance market, individuals
determmed eligble for Kentucky HEALTH (excluding children and pregnant women) will
be required to make their first month’s required premium payment (as described in the Cost
Sharing section below) prior to the start of benefits. Notwithstanding the foregoing,
individuals with income at or below 100% FPL who do not make an initial premium payment
within sixty calendar days from the date of the mvoice, will begin benefits but subject to the
non-payment penalty described below in the “Member Cost Sharing” section of this notice.
In addition, Kentucky HEALTH will establish a client-specific open enrollment period. That
is, if an individual is disenrolled from the program in accordance with current practice for
failing to comply with annual eligibility redetermmation requirements, the individual will be
required to wait six months for a new open enrollment period. This policy will educate
members of the importance of meeting commercial health mnsurance market open enrollment
deadlines. Members may rejoin the program at any time prior to the six-month date by
completing a financial or health literacy course.

e Community Engagement & Employment Initiative: To further the goal of helping members
transition to commercial health insurance coverage, Kentucky HEALTH will mplement a




community engagement and employment mitiative. After three months of program
eligbility, all able-bodied working age adult Kentucky HEALTH members will be required
to participate in a community engagement activity, such as volunteer work, employment or
job training, and job search activities. To help transition members into this requirement, the
hour requirement will gradually increase to require at least twenty hours of community
engagement activities each week after the first year. Children, pregnant women, individuals
determined medically frail, and individuals who are the primary caregiver of a dependent will
be exempt from this requirement.

Escalated Community Engagement & Employment Hours
‘ Eligibility Required Engagement

Period Hours
1-3 months 0 hours per week
4-6 months 5 hours per week
6-9 months 10 hours per week
9-12 months 15 hours per week
12+ months 20 hours per week

ENROLLMENT & FISCAL PROJECTIONS

It is anticipated that enrollment in Kentucky HEALTH will fluctuate for a variety of reasons,
including program non-compliance. Members may have health coverage temporarily suspended
for not meeting the community engagement and employment initiative requirements or for
failing to pay required monthly premmums. However, all individuals will have the opportunity to
regain coverage atany time through compliance with the community engagement requirements,
or by completing a health or financial literacy class and paying premiums. In addition, mitial
enrollment may fluctuate as individuals with little to no claims activity choose to leave the
program rather than pay premiums, however, over time this will settle as individuals become
familiar with the advantages of the program. Finally, in later demonstration years, more
participants are expected to transition to commercial coverage.

The following table illustrates the State’s enrollment projections by total member months.

Estimated Enrollment Projections
\ Year Without Waiver KENTUCKY HEALTH Difference

1 (2017) 14,070,000 13,856,000 (214,000)
2 (2018) 14,319,000 13,895,000 (424,000)
3(2019) 14,576,000 13,945,000 (631,000)
4 (2020) 14,840,000 14,007,000 (833,000)
5(2021) 15,111,000 14,080,000 (1,031,000)

Note: Values shown have been rounded and represent member months.

Over the five-year demonstration period, Kentucky HEALTH will save a total of approximately
$2.2 billion. The table below provides the estimated State and federal costs divided by year.




Estimated Fiscal Projections

Demonstration

Year

Without
Waiver

Expenditures

Kentucky
HEALTH

Difference

State Share of
Expenditure
Difference

1 (2017) $ 6,458,700,000 | $ 6,332,300,000 | $ (126,500,000 | $ (15,500,000)
2 (2018) $6,918,700,000 | $ 6,650,100,000 | $ (268,600,000) | $ (34,900,000)
3(2019) $7,411,700,000 | $ 6,983,900,000 | $ (427,700,000 | $ (58,500,000)
4 (2020) $7,940,000,000 | $ 7,334,700,000 | $ (605,300,000 | $ (95,600,000)
5(2021) $ 8,506,400,000 | § 7,703,000,000 | $ (303,300,000) | $ (126,800,000)

Note: Values have been rounded.

BENEFITS

Kentucky HEALTH seeks to provide its members with a commercial health mnsurance
experience in order to better prepare members to transition to commercial msurance. The
Kentucky HEALTH benefit plan for the expansion population will align with the Kentucky State
Employees’ Health Plan, which provides a comprehensive commercial health insurance benefit
package. Kentucky HEALTH will preserve all current mental health and SUD services. Further,
additional benefits including dental services, vision services, over the counter medications, and
gym membership reimbursement will be available through the member’s My Rewards Account.
Further, consistent with the goal of offering a commercial health insurance market experience,
the Commonwealth will not provide coverage for non-emergency medical transportation
(NEMT) to the newly eligible adult group, and will seek a waiver of this non-commercial health
insurance benefit.

Children, pregnant women, medically frail individuals, and individuals eligible for Medicaid
prior to the passage of the Affordable Care Act will be eligible to receive standard Medicaid
State Plan benefits, including NEMT, vision services, and dental services. In addition, all
children receiving services through the waiver will continue to receive all early and periodic
screening, diagnostic, and treatment (EPSDT) services. The Commonwealth will make several
minor modifications to the current State Plan covered services via State Plan Amendment to
remove certain non-traditional Medicaid benefits that were added in 2014 with expansion, such
as private duty nursing and allergy testing.

In addition, this §1115 demonstration waiver seeks to implement a new employer premium
assistance program, which will allow eligible members to purchase their employer-sponsored
health insurance plan in lieu of participating n Kentucky HEALTH. Members participating in
the employer premium assistance option will have full access to the benefits and network of the
employer plan; however, the Commonwealth will provide wrap-around benefits to ensure that
members have access to all Kentucky HEALTH benefits not otherwise covered by the employer-
sponsored health insurance plan.

MEMBER COST SHARING

All Kentucky HEALTH members, with the exception of pregnant women and children, will be
required to pay a monthly premiuum amount, increasing on a sliding scale based on family
income, ranging from $1.00 per month up to a maximum of $15.00 per month.



Kentucky HEALTH Sliding Scale Premium Contribution Amounts

| Federal Poverty Level | Premium Payment

Under 25% FPL $1.00 per month
25-50% FPL $4.00 per month
51-100% FPL $8.00 per month
101-138% FPL $15.00 per month

To discourage long-term program dependency and to prepare higher income members for
Marketplace coverage, premium requirements will gradually increase for individuals with
income greater than 100% FPL each year the member remains Kentucky HEALTH, in
accordance with the table below.

Increased Premium Amounts for Individuals Over 100% FPL
Year 1-2 Year 3 ‘ Year 4 Year 5+

Premium Premium Premium Premium
101-138% $15.00 $22.50 $30.00 $37.50

In addition to monthly premiums, Kentucky HEALTH will include a deductble (equal to
$1,000), and each member (except pregnant women and children who are exempt from all cost
sharing) will be provided a fully finded deductible account to pay for the deductible. Preventive
services, such as annual examinations, are covered without charge to the member and are not
included in the plan deductible amount. After the $1,000 deductible is met through the utilization
of the member’s deductible account, the managed care plan will pay for all covered services in
full.

Members who consistently make their required premum contributions will have access to the
My Rewards Account. The My Rewards Account will contain incentive dollars which members
may earn by completing specified activities designed to improve member health (i.e.
participation in disease management course) and increase community engagement (ie. volunteer
work, participation in job search or training, etc.). In addition, members may transfer up to 50%
of any unused balance in their deductible account to the My Rewards Account at the end of the
benefit period. As funds accumulate in the My Rewards Account, the member may purchase
additional benefits (as described in the Benefits section above).

Members will have a sixty-day grace period to make their required monthly premium payment
contribution to the deductible account. Similar to commercial plans, Kentucky HEALTH will
impose consequences for non-compliance in order to help educate members about standard
commercial health insurance market policies. Therefore, individuals that do not pay a required
premium payment within sixty calendar days from the due date will face a six-month non-
payment penalty, as detailed in the table below. However, all individuals will have the ability to
end their non-payment penalty period by completing one of the early re-entry options outlined n
the table below.



Non-Payment Penalty

‘ Member NonPayment Penalty Early Re-Entry

FPL Option
Above e Disenrolled from Kentucky HEALTH e Pay past debt;
100% FPL | e Re-enrollment waiting period of six e Pay premum for
months reinstatement
At orbelow | e State Plan copayments required for all month; and
100% FPL services e Participate in
& e $25is deducted from the My Rewards financial or health
Medically Account literacy course
Frail e My Rewards Account is suspended
o Notable to use funds in account
o Notable to accrue funds in account
E;Zgr;l: rrlltan d Not gpplicable. Exempt from all cost-sharing Not applicable
. requirements.
Children

As long as the member is consistently paying their monthly premium, Kentucky HEALTH will
not require additional copayments for services. Kentucky HEALTH will only apply copayments
to services for individuals with income at or below 100% FPL or for those determined medically
frail. Required copayments during the member’s non-payment penalty period will be equal to the
current copayments scheduled in the Kentucky Medicaid State Plan, which range from $3.00 for
a physician office visit and up to $50.00 for hospital inpatient services.

In addition, to incentivize appropriate hospital emergency department utilization, Kentucky
HEALTH will implement incentives and disincentive related to the members My Rewards
Account. Members will be eligble for a $20 financial contribution to the My Rewards Account
for each year in which the member avoids unnecessary emergency room services and seeks
appropriate alternative providers for care, and be subject to escalating deductions from the My
Rewards Account for each mappropriate emergency room visit.

Inappropriate Emergency Room Utilization My Rewards Account Penalty
\ Inappropriate ER Visit Account Deduction

18t Visit $20
2nd Vigit $50
3rd Visit or More $75

HEALTH CARE DELIVERY SYSTEM

Kentucky HEALTH will rely on the Commonwealth’s existing managed care delivery system. In
addition to the creation of the Kentucky HEALTH program, the §1115 demonstration waiver
will also ntroduce comprehensive delivery system reforms targeting substance use disorder
(SUD), chronic disease management, and managed care to improve quality and outcomes.

e Substance Use Disorder: Kentucky HEALTH will maintain all current mental health and
substance use disorder (SUD) benefits. However, this §1115 demonstration waiver will
also implement a pilot program in ten to twenty select counties to improve access to




mental health and SUD services. Counties will be identified based on a recent CDC
HIV/hepatitis C outbreak study, the State’s existing Shaping Our Appalachian Region
(SOAR) initiative, and public input received during the demonstration waiver public
notice and comment period. Specifically, the Commonwealth will request a waiver of the
Institutions for Mental Disease (IMD) exclusion to allow Medicaid reimbursement for
short-term residential stays of up to thirty days in an IMD. The pilot program will also
examine best practice improvements related to standards of care, care coordination
between levels and settings of care, and strategies to address prescription drug abuse and
opioid use disorder.

e Chronic Disease Management: The waiver will align various Kentucky HEALTH
program components to support the Commonwealth’s existing public health
mfrastructure and current efforts to improve chronic disease prevention and management.
In addition, the Commonwealth will work with Kentucky’s Medicaid managed care
organizations to continue implementing best practices from nationally recognized disease
management programs, such as the National Diabetes Prevention Program.

e Managed Care Reforms: Prior to implementing Kentucky HEALTH, the Commonwealth
will align incentives across the delivery system by introducing mechanisms to control
spending, as well as payment incentives for providers and the managed care
organizations to improve quality and align with member incentives. In addition, the
Kentucky Department for Medicaid Services will continue to seek improvements and
administrative efficiencies in the existing Medicaid managed care program, such as
uniform credentialing and formulary alignment.

IMPLEMENTATION

The Commonwealth will implement the Kentucky HEALTH program on a statewide basis on or
about six months post-§1115 demonstration waiver approval, however, this date may vary
depending on the approval date from CMS. The Kentucky HEALTH community engagement
and employment nitiative will be phased in on a county-by-county basis and may take longer.
Implementation of this 1115 demonstration waiver will require the Commonwealth to amend the
existing managed care contracts, modify systems and other operational procedures, and conduct
areadiness review of various vendors. In addition to these tasks, the Commonwealth will also
have to amend the Medicaid State Plan, amend the Alternative Benefit Plan, develop education
materials, and prepare to transition existing members.

HYPOTHESES & EVALUATION
This Section 1115 demonstration waiver will investigate the following research hypotheses
related to each program goal:

Goal 1: Improve participant’s health and help them be responsible for their health
e Hypothesis: Kentucky HEALTH policies will promote member use of preventive and
primary care.
o Track and compare health service utilization rates between current Kentucky
HEALTH members and their previous Medicaid enrollment category.



o Track preventive care utilization rates and trends among different age and
gender groups.

e Hypothesis: Kentucky HEALTH policies will promote member compliance with
chronic disease management.

o Track and compare chronic disease management compliance rates between
current Kentucky HEALTH members and their previous Medicaid enrollment
category.

e Hypothesis: Kentucky HEALTH policies will reduce member hospitalization of
ambulatory care sensitive conditions (ACSCs).

o Track and compare ACSCs hospitalization rates between current Kentucky
HEALTH members, and their previous Medicaid enrollment category.

e Hypothesis: Kentucky HEALTH policies will increase access to substance use
disorder (SUD) services with special focus on Institutions for Mental Diseases (IMD).

o Track and compare inpatient specialty care/SUD utilization rates between
current Kentucky HEALTH members, and their previous Medicaid enrollment
category.

Goal 2: Transform individuals from passive beneficiaries to active participants and
consumers of healthcare who are prepared to use commercial health insurance

e Hypothesis: Kentucky HEALTH policies will provide incentives to monitor and
managed the two member managed account funds.

o Track and compare remaining balances in member deductible accounts at the
end of each benefit period.

o Track and compare balance in member My Rewards Accounts at the end of
each benefit period.

o Track account balances transferred from the deductible account to the My
Rewards Account at the end of each benefit period, including number of
members with unused deductible account balances at the end of each benefit
period and the average amount transferred to the My Rewards Account at the
end of each benefit period.

o Track number of people checking their account balances, as well as how often
they are checked (i.e. weekly, monthly, semi-annually, and annually).

e Hypothesis: Kentucky HEALTH policies will encourage healthy behaviors and
increase member access to enhanced health services (such as gym memberships and
over-the-counter medications).

o Track and compare My Reward Account expenditures on enhanced health
services.

o Track and compare member achievement of healthy incentives contributions
to the My Rewards Account.

o Track and compare type of enhanced health services used by member MY
Rewards accounts.

e Hypothesis: Kentucky HEALTH policies will promote member compliance with
making premium payments.

o Track premum imitial and ongoing premium payments.

e Hypothesis: Kentucky HEALTH open enrollment policy will increase member
compliance with redetermination process.



o Track member compliance with redetermination.

Hypothesis: Kentucky HEALTH’s incentive and disincentive policies related to non-
emergency use of hospital emergency room will reduce mnappropriate utilization
among Kentucky HEALTH members.

o Compare annual rates of mappropriate emergency department utilization
between Kentucky Medicaid populations for the years before waiver (prior to
2017) and after waiver (2017 and beyond).

o Survey Kentucky HEALTH members on whether the incentives and
disincentives related to the My Rewards Account for appropriate emergency
room utilization caused them to seek services with therr primary care
physician or in an alternative urgent care setting.

o Compare annual rates of members subject to the escalating My Rewards
Account disincentive based on repeated mappropriate hospital emergency
department utilization.

Goal 3: Empower people to seek employment and transition to commercial health
insurance coverage

Hypothesis: Kentucky HEALTH policies will encourage members to increase
community engagement.

o Track and compare member achievement of community engagement and
employment contributions to the My Rewards Account.

Hypothesis: Kentucky HEALTH policies will encourage members to seek
employment.

o Track members participating in job search activities.

Hypothesis: Kentucky HEALTH policies will encourage members to earn
employment and ultimately transition to commercial health insurance coverage.

o Track number of individuals successfully transitioning to commercial health
insurance coverage and accessing the My Rewards Account bonus after
eighteen months.

o Track number of individuals employed over twenty hours per week.

o Track earnings of members who earn employment.

Hypothesis: The employer premium assistance program will increase the proportion
of Kentucky residents under 138% FPL covered by employer sponsored insurance.

o Track the number of Kentucky residents with income under 138% FPL
covered by ESI over the demonstration.

o Track employer premium assistance program member enrollment.

o Track employer premium assistance program employer enrollment.

o Track employer premium assistance program wrap-around coverage
expenditures.

Hypothesis: Kentucky HEALTH’s sliding scale increase premium payment amounts
will discourage dependency on public assistance and encourage members to transition
to commercial health insurance coverage.

o Compare annual rates of Medicaid enrollment between Kentucky Medicaid
populations for the years before waiver (prior to 2017) and after waiver (2017
and beyond).
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o Survey Kentucky HEALTH members on whether the sliding scale increased
premium payment amount caused them to seek employment and/or other
forms of health insurance coverage.

o Compare annual rates of members paying increased premium amounts based
on continued annual enrollment n Kentucky HEALTH.

Goal 4: Implement Delivery System Reform to Improve Quality and Outcomes
e Hypothesis: Kentucky HEALTH policies will promote high quality healthcare
delivered by providers.
o Track managed care organizations ability to meet quality and outcome
benchmarks within their service contracts.
o Track Kentucky providers receiving bonus payments from the managed care
organizations for meeting quality and outcomes standards.

Goal 5: Ensure fiscal sustainability
e Hypothesis: Kentucky HEALTH will remain budget-neutral for both the federal and
State governments.
o Conduct a budget neutrality analysis and document adherence to waiver

margin.

WAIVER & EXPENDITURE AUTHORITIES
Below is a list of proposed waivers the Commonwealth will seek from CMS to implement
Kentucky HEALTH:

1. Eligibility: Section 1902(a)(10)(A)

o To the extent necessary to enable Kentucky to not provide medical coverage until the
first day of the month in which the Kentucky HEALTH member pays their first
premuum payment, or for members below 100% FPL who fail to make an initial
premium payment, the first day of the month following the expiration of the 60-day
payment period.

o To the extent necessary to enable Kentucky to require Kentucky HEALTH members,
as a condition of eligibility, to complete specified community engagement hours.

2. Retroactive Eligibility: Section 1902(a)(34)

o To the extent necessary to enable Kentucky to not provide medical coverage for any
month prior to the month in which the member finalized enrollment n Kentucky
HEALTH.

3. Cost-Sharing: Section 1902(a)(14) insofar as it incorporates 1916 and 1916A

o To the extent necessary to enable Kentucky to require monthly premum payments
not to exceed 5% of income, but no less than $1.00 per month, for all Kentucky
HEALTH members.

4. Amount, Duration, and Scope: Section 1902(a)(10)(B)

o To the extent necessary to enable Kentucky to vary cost-sharing requirements, such
that premium contribution amounts increase each year members with income above
100% FPL remain on Kentucky HEALTH, not to exceed 5% of income, and to
charge copayments in lieu of premums for individuals at or below 100% FPL who
fail to make their premum payment within the sixty-day payment period.
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o To the extent necessary to allow Kentucky HEALTH members who continue to pay
premium contributions to use their My Rewards Account to purchase specified
enhanced benefits not otherwise available in the base Kentucky HEALTH benefit
package.

o To the extent necessary to enable Kentucky to allow individuals to receive the
benefits provided through their employer-sponsored plan.

5. Reasonable Promptness: Section 1902(a)(3)/Section 1902(a)(8)

o To the extent necessary to enable Kentucky to delay benefits, such that benefits do
not begin until a member makes a premium contribution, or until the expiration of a
60-day payment period for members below 100% FPL who fail to make a premium
contribution.

o To the extent necessary to enable Kentucky to prohibit re-enrollment for up to six
months for Kentucky HEALTH members above 100% FPL who are disenrolled for
failure to make their required premmum contributions within 60 days of the due date.

o To the extent necessary to enable Kentucky to implement an open enrollment period
for Kentucky HEALTH, such that members who are disenrolled for failure to
complete redetermination process will be required to wait until their next open
enrollment period to re-enroll (up to six months).

6. Freedom of Choice: Section 1902(a)(23)

o To the extent necessary to enable Kentucky to restrict the freedom of choice of
providers for demonstration eligibility groups.

7. Non-Emergency Transportation: Section 1902(a)(4) insofar as it incorporates 42 CFR
431.53

o To the extent necessary to relieve Kentucky of the requirement to assure non-
emergency medical transportation to and from medical providers for Kentucky
HEALTH members.

In addition, the Commonwealth requests that expenditures related to providing services in an
Institution for Mental Disease (IMD), in participating pilot project counties, be regarded as
expenditures under the Commonwealth’s Medicaid Title XIX State Plan.

REVIEW OF DOCUMENTS & SUBMISSION OF COMMENTS

All mformation regarding the Kentucky HEALTH §1115 demonstration waiver, including this
public notice, the waiver application, and other documentation regarding the proposal are
available at: httpv//chfs.ky.gov/kentuckyhealth. In addition, the Kentucky HEALTH §1115
demonstration waiver application is available for m-person public review at Cabinet for Health
and Family Services, Office of the Secretary, 275 E. Main St., Frankfort, KY 40621.

Written comments regarding the Kentucky HEALTH waiver application may be mailed to
Commissioner Stephen Miller, Department for Medicaid Services, 275 E. Main Street, Frankfort,
KY 40621. Comments may also be sent via electronic mail to kyhealth@ky.gov. All comments
must be received by Friday, July 22,2016 at 5:00 p.m.
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NOTICE OF KENTUCKY DEPARTMENT FOR MEDICAID SERVICES
PUBLIC COMMENT PERIOD FOR §1115 DEMONSTRATION WAIVER

Notice is hereby given that the Kentucky Department for Medicaid Services (DMS) will extend
the public comment period on the §1115 demonstration waiver that will be submitted to the
Centers for Medicare and Medicaid Services (CMS) to implement Kentucky HEALTH.

This notice provides details about the waiver submission and serves as formal notice of the
public comment period extension through Friday, August 12, 2016 at 5:00 p.m.

DMS previously held open a 30-day public comment period on the same Kentucky HEALTH
waiver from June 22, 2016 through July 22, 2016. In response to the volume of comments that
were submitted on the final day of the comment period, including after the 5:00 p.m. deadline,
DMS is extending the comment period through 5:00 p.m. on August 12, 2016. This will allow
for the numerous comments that came in after the official deadline to be incorporated, as well as
allow any individual who was unable to comment previously the opportunity to do so.

Prior to finalizing the proposed waiver, the Commonwealth will consider all comments received
on the Kentucky HEALTH waiver, including the original 30-day public comment period as well
as this extended public comment period. All comments will be summarized and addressed in the
final waiver to be submitted to CMS.

WAIVER PROPOSAL SUMMARY

The §1115 demonstration waiver seeks to secure the long-term viability of Medicaid expansion
in Kentucky, and introduce reforms intended to tailor the program to a non-disabled working-age
adult population. The §1115 demonstration waiver creates an innovative, transformative
healthcare program designed to not only improve health outcomes for members, but also
improve their overall quality of life by addressing some of the underlying social determinants of
health and helping to break the cycle of poverty. The §1115 demonstration waiver includes the
creation of the Kentucky HEALTH program and introduces comprehensive delivery system
reforms targeting substance use disorder (SUD), chronic disease management, and managed care
to improve quality and outcomes.

Kentucky HEALTH offers eligible individuals two pathways to coverage: (i) an employer
premium assistance program, which assists individuals in purchasing their employer-sponsored
health insurance plan; and (ii) a consumer-driven health plan option, which offers members a
high-deductible health plan with commercial market benefits.

1. Employer Premium Assistance Program: Members who currently have access to health
insurance through their employer will have the option to enroll their family into their
employer-sponsored health insurance plan. Participation in the premium assistance
program in lieu of the standard Kentucky HEALTH consumer driven health plan is
optional during their first year of enrollment, but mandatory after the member’s second
year of eligibility, provided the member has been employed with their employer at least
one year. The employer premium assistance program will subsidize the member’s
employer-sponsored health insurance plan.




2. Consumer-Driven Health Plan: This innovative, transformative healthcare program
introduces commercial market health insurance features and encourages members to
become active consumers of healthcare. Kentucky HEALTH will be managed through a
managed care delivery system and will offer a new benefit package modeled after the
Kentucky State Employees’ Health Plan, while maintaining current mental health and
substance use disorder benefits. In addition, Kentucky HEALTH provides a consumer-
driven, high-deductible health plan paired with two member controlled healthcare
spending accounts: (i) the deductible account, to cover deductible expenses; and (ii) the
My Rewards Account, to accrue savings and earned incentive dollars that can be used to
purchase enhanced benefits not covered in the base benefit package.

Kentucky HEALTH is designed to improve member health, prepare them for employment, and
provide them with the tools to successfully transition to commercial market insurance coverage.
First, the program focuses on engaging people to improve their overall health and wellbeing by
creating incentives for preventive care, participation in disease management programs, and
healthy lifestyles. Second, the program embraces commercial market policies and principles to
familiarize participants with commercial market coverage by requiring member premiums and
establishing an open enrollment period. Finally, the program actively assists members in
transitioning to commercial market insurance coverage by requiring participation in minimum
community engagement activities, incentivizing employment, and rewarding members who are
successfully able to obtain employment and commercial health insurance for at least eighteen
months.

GOALS & OBJECTIVES
The Kentucky HEALTH seeks to comprehensively transform Medicaid and accomplish the
following goals:

1. Improve participants’ health and help them be responsible for their health;

2. Encourage individuals to become active participants and consumers of healthcare who are
prepared to use commercial health insurance;

3. Empower people to seek employment and transition to commercial health insurance
coverage;

4. Implement delivery system reforms to improve quality and outcomes; and

5. Ensure fiscal sustainability.

ELIGIBILITY

Kentucky HEALTH is designed specifically for able-bodied working age adults and their
families. Currently, the Commonwealth has expanded Medicaid to cover this new adult group up
to 138% of the federal poverty level (FPL). This expansion will be maintained through Kentucky
HEALTH. In addition, the Commonwealth will seek to transition all other non-disabled adult
Medicaid recipients to Kentucky HEALTH. Finally, Kentucky HEALTH will seek to provide
seamless coverage for families by including children covered under the KCHIP program.

Kentucky HEALTH will include the following eligibility categories:



e Individuals eligible in the new adult group pursuant to Section 1902(a)(10)(i)(VIII) of the
Social Security Act (the Act);

Low-income parents and caretaker relatives pursuant to Section 1931 of the Act;
Individuals eligible for transitional medical assistance pursuant to Section 1925 of the Act;
Women eligible in the pregnant women category;

Newborn children;

Medicaid eligible infants and children under age 19; and

Children eligible under Title XXI CHIP Program.

Kentucky HEALTH may also affect member eligibility due to the introduction of several
commercial market policies as well as the community engagement and employment initiative.

e Commercial Market Policies: Similar to the commercial health insurance market, individuals
determined eligible for Kentucky HEALTH (excluding children and pregnant women) will
be required to make their first month’s required premium payment (as described in the Cost
Sharing section below) prior to the start of benefits. Notwithstanding the foregoing,
individuals with income at or below 100% FPL who do not make an initial premium payment
within sixty calendar days from the date of the invoice, will begin benefits but subject to the
non-payment penalty described below in the “Member Cost Sharing™ section of this notice.
In addition, Kentucky HEALTH will establish a client-specific open enrollment period. That
is, if an individual is disenrolled from the program in accordance with current practice for
failing to comply with annual eligibility redetermination requirements, the individual will be
required to wait six months for a new open enrollment period. This policy will educate
members of the importance of meeting commercial health insurance market open enrollment
deadlines. Members may rejoin the program at any time prior to the six-month date by
completing a financial or health literacy course.

e Community Engagement & Employment Initiative: To further the goal of helping members
transition to commercial health insurance coverage, Kentucky HEALTH will implement a
community engagement and employment initiative. After three months of program
eligibility, all able-bodied working age adult Kentucky HEALTH members will be required
to participate in a community engagement activity, such as volunteer work, employment or
job training, and job search activities. To help transition members into this requirement, the
hour requirement will gradually increase to require at least twenty hours of community
engagement activities each week after the first year. Children, pregnant women, individuals
determined medically frail, and individuals who are the primary caregiver of a dependent will
be exempt from this requirement.

Escalated Community Engagement & Employment Hours
Eligibility Required Engagement

Period Hours
1-3 months 0 hours per week
4-6 months 5 hours per week
6-9 months 10 hours per week
9-12 months 15 hours per week
12+ months 20 hours per week




ENROLLMENT & FISCAL PROJECTIONS

It is anticipated that enrollment in Kentucky HEALTH will fluctuate for a variety of reasons,
including program non-compliance. Members may have health coverage temporarily suspended
for not meeting the community engagement and employment initiative requirements or for
failing to pay required monthly premiums. However, all individuals will have the opportunity to
regain coverage at any time through compliance with the community engagement requirements,
or by completing a health or financial literacy class and paying premiums. In addition, initial
enrollment may fluctuate as individuals with little to no claims activity choose to leave the
program rather than pay premiums, however, over time this will settle as individuals become
familiar with the advantages of the program. Finally, in later demonstration years, more
participants are expected to transition to commercial coverage.

The following table illustrates the State’s enrollment projections by total member months.

Estimated Enrollment Projections

Without Waiver KENTUCKY HEALTH Difference
1(2017) 14,070,000 13,856,000 (214,000)
2 (2018) 14,319,000 13,895,000 (424,000)
3(2019) 14,576,000 13,945,000 (631,000)
4 (2020) 14,840,000 14,007,000 (833,000)
5(2021) 15,111,000 14,080,000 (1,031,000)

Note: Values shown have been rounded and represent member months.

Over the five-year demonstration period, Kentucky HEALTH will save a total of approximately
$2.2 billion. The table below provides the estimated State and federal costs divided by year.

Estimated Fiscal Projections

Demonstration Expenditures State Share of

Year Without Kentucky Expenditure
Waiver HEALTH Difference Difference

1 (2017) $ 6,458,700,000 | $ 6,332,300,000 $ (126,500,000) | $ (15,500,000)

2 (2018) $ 6,918,700,000 | $ 6,650,100,000 $ (268,600,000) | $ (34,900,000)

3 (2019) $ 7,411,700,000 | § 6,983,900,000 $ (427,700,000) | $ (58,500,000)

4 (2020) $ 7,940,000,000 | $ 7,334,700,000 $ (605,300,000) | $ (95,600,000)

5(2021) $ 8,506,400,000 | § 7,703,000,000 $ (803,300,000) | $ (126,800,000)

Note: Values have been rounded.

BENEFITS

Kentucky HEALTH seeks to provide its members with a commercial health insurance
experience in order to better prepare members to transition to commercial insurance. The
Kentucky HEALTH benefit plan for the expansion population will align with the Kentucky State
Employees’ Health Plan, which provides a comprehensive commercial health insurance benefit
package. Kentucky HEALTH will preserve all current mental health and SUD services. Further,
additional benefits including dental services, vision services, over the counter medications, and
gym membership reimbursement will be available through the member’s My Rewards Account.



Further, consistent with the goal of offering a commercial health insurance market experience,
the Commonwealth will not provide coverage for non-emergency medical transportation
(NEMT) to the newly eligible adult group, and will seek a waiver of this non-commercial health
insurance benefit.

Children, pregnant women, medically frail individuals, and individuals eligible for Medicaid
prior to the passage of the Affordable Care Act will be eligible to receive standard Medicaid
State Plan benefits, including NEMT, vision services, and dental services. In addition, all
children receiving services through the waiver will continue to receive all early and periodic
screening, diagnostic, and treatment (EPSDT) services. The Commonwealth will make several
minor modifications to the current State Plan covered services via State Plan Amendment to
remove certain non-traditional Medicaid benefits that were added in 2014 with expansion, such
as private duty nursing and allergy testing.

In addition, this §1115 demonstration waiver seeks to implement a new employer premium
assistance program, which will allow eligible members to purchase their employer-sponsored
health insurance plan in lieu of participating in Kentucky HEALTH. Members participating in
the employer premium assistance option will have full access to the benefits and network of the
employer plan; however, the Commonwealth will provide wrap-around benefits to ensure that
members have access to all Kentucky HEALTH benefits not otherwise covered by the employer-
sponsored health insurance plan.

MEMBER COST SHARING

All Kentucky HEALTH members, with the exception of pregnant women and children, will be
required to pay a monthly premium amount, increasing on a sliding scale based on family
income, ranging from $1.00 per month up to a maximum of $15.00 per month.

Kentucky HEALTH Sliding Scale Premium Contribution Amounts
Federal Poverty Level  Premium Payment

Under 25% FPL $1.00 per month
25-50% FPL $4.00 per month
51-100% FPL $8.00 per month
101-138% FPL $15.00 per month

To discourage long-term program dependency and to prepare higher income members for
Marketplace coverage, premium requirements will gradually increase for individuals with
income greater than 100% FPL each year the member remains Kentucky HEALTH, in
accordance with the table below.

Increased Premium Amounts for Individuals Over 100% FPL
Year 1-2 Year 3 Year 4 Year 5+

Premium Premium Premium Premium

101-138% $15.00 $22.50 $30.00 $37.50

In addition to monthly premiums, Kentucky HEALTH will include a deductible (equal to
$1,000), and each member (except pregnant women and children who are exempt from all cost



sharing) will be provided a fully funded deductible account to pay for the deductible. Preventive
services, such as annual examinations, are covered without charge to the member and are not
included in the plan deductible amount. After the $1,000 deductible is met through the utilization
of the member’s deductible account, the managed care plan will pay for all covered services in
full.

Members who consistently make their required premium contributions will have access to the
My Rewards Account. The My Rewards Account will contain incentive dollars which members
may earn by completing specified activities designed to improve member health (i.e.
participation in disease management course) and increase community engagement (i.e. volunteer
work, participation in job search or training, etc.). In addition, members may transfer up to 50%
of any unused balance in their deductible account to the My Rewards Account at the end of the
benefit period. As funds accumulate in the My Rewards Account, the member may purchase
additional benefits (as described in the Benefits section above).

Members will have a sixty-day grace period to make their required monthly premium payment
contribution to the deductible account. Similar to commercial plans, Kentucky HEALTH will
impose consequences for non-compliance in order to help educate members about standard
commercial health insurance market policies. Therefore, individuals that do not pay a required
premium payment within sixty calendar days from the due date will face a six-month non-
payment penalty, as detailed in the table below. However, all individuals will have the ability to
end their non-payment penalty period by completing one of the early re-entry options outlined in
the table below.

Non-Payment Penalt
Member Early Re-Entry
FPL Non-Payment Penalty Option

Above e Disenrolled from Kentucky HEALTH e Pay past debt;
100% FPL | ¢ Re-enrollment waiting period of six e Pay premium for
months reinstatement

Atorbelow | e State Plan copayments required for all month; and
100% FPL services e Participate in
& e $25is deducted from the My Rewards financial or health
Medically Account literacy course
Frail e My Rewards Account is suspended

o Not able to use funds in account

o Not able to accrue funds in account
%Zilsgtan d Not gpplicable. Exempt from all cost-sharing Not applicable

. requirements.

Children

As long as the member is consistently paying their monthly premium, Kentucky HEALTH will
not require additional copayments for services. Kentucky HEALTH will only apply copayments
to services for individuals with income at or below 100% FPL or for those determined medically
frail. Required copayments during the member’s non-payment penalty period will be equal to the



current copayments scheduled in the Kentucky Medicaid State Plan, which range from $3.00 for
a physician office visit and up to $50.00 for hospital inpatient services.

In addition, to incentivize appropriate hospital emergency department utilization, Kentucky
HEALTH will implement incentives and disincentive related to the members My Rewards
Account. Members will be eligible for a $20 financial contribution to the My Rewards Account
for each year in which the member avoids unnecessary emergency room services and seeks
appropriate alternative providers for care, and be subject to escalating deductions from the My
Rewards Account for each inappropriate emergency room visit.

Inappropriate Emergency Room Utilization My Rewards Account Penalty
Inappropriate ER Visit Account Deduction

1* Visit $20
2" Visit $50
3rd Visit or More $75

HEALTH CARE DELIVERY SYSTEM

Kentucky HEALTH will rely on the Commonwealth’s existing managed care delivery system. In
addition to the creation of the Kentucky HEALTH program, the §1115 demonstration waiver
will also introduce comprehensive delivery system reforms targeting substance use disorder
(SUD), chronic disease management, and managed care to improve quality and outcomes.

e Substance Use Disorder: Kentucky HEALTH will maintain all current mental health and
substance use disorder (SUD) benefits. However, this §1115 demonstration waiver will
also implement a pilot program in ten to twenty select counties to improve access to
mental health and SUD services. Counties will be identified based on a recent CDC
HIV/hepatitis C outbreak study, the State’s existing Shaping Our Appalachian Region
(SOAR) initiative, and public input received during the demonstration waiver public
notice and comment period. Specifically, the Commonwealth will request a waiver of the
Institutions for Mental Disease (IMD) exclusion to allow Medicaid reimbursement for
short-term residential stays of up to thirty days in an IMD. The pilot program will also
examine best practice improvements related to standards of care, care coordination
between levels and settings of care, and strategies to address prescription drug abuse and
opioid use disorder.

e Chronic Disease Management: The waiver will align various Kentucky HEALTH
program components to support the Commonwealth’s existing public health
infrastructure and current efforts to improve chronic disease prevention and management.
In addition, the Commonwealth will work with Kentucky’s Medicaid managed care
organizations to continue implementing best practices from nationally recognized disease
management programs, such as the National Diabetes Prevention Program.

e Managed Care Reforms: Prior to implementing Kentucky HEALTH, the Commonwealth
will align incentives across the delivery system by introducing mechanisms to control
spending, as well as payment incentives for providers and the managed care
organizations to improve quality and align with member incentives. In addition, the




Kentucky Department for Medicaid Services will continue to seek improvements and
administrative efficiencies in the existing Medicaid managed care program, such as
uniform credentialing and formulary alignment.

IMPLEMENTATION

The Commonwealth will implement the Kentucky HEALTH program on a statewide basis on or
about six months post-§1115 demonstration waiver approval; however, this date may vary
depending on the approval date from CMS. The Kentucky HEALTH community engagement
and employment initiative will be phased in on a county-by-county basis and may take longer.
Implementation of this 1115 demonstration waiver will require the Commonwealth to amend the
existing managed care contracts, modify systems and other operational procedures, and conduct
a readiness review of various vendors. In addition to these tasks, the Commonwealth will also
have to amend the Medicaid State Plan, amend the Alternative Benefit Plan, develop education
materials, and prepare to transition existing members.

HYPOTHESES & EVALUATION
This Section 1115 demonstration waiver will investigate the following research hypotheses
related to each program goal:

Goal 1: Improve participant’s health and help them be responsible for their health
e Hypothesis: Kentucky HEALTH policies will promote member use of preventive and
primary care.

o Track and compare health service utilization rates between current Kentucky
HEALTH members and their previous Medicaid enrollment category.

o Track preventive care utilization rates and trends among different age and
gender groups.

e Hypothesis: Kentucky HEALTH policies will promote member compliance with
chronic disease management.

o Track and compare chronic disease management compliance rates between
current Kentucky HEALTH members and their previous Medicaid enrollment
category.

e Hypothesis: Kentucky HEALTH policies will reduce member hospitalization of
ambulatory care sensitive conditions (ACSCs).

o Track and compare ACSCs hospitalization rates between current Kentucky
HEALTH members, and their previous Medicaid enrollment category.

e Hypothesis: Kentucky HEALTH policies will increase access to substance use
disorder (SUD) services with special focus on Institutions for Mental Diseases (IMD).

o Track and compare inpatient specialty care/SUD utilization rates between
current Kentucky HEALTH members, and their previous Medicaid enrollment
category.

Goal 2: Transform individuals from passive beneficiaries to active participants and
consumers of healthcare who are prepared to use commercial health insurance
e Hypothesis: Kentucky HEALTH policies will provide incentives to monitor and
managed the two member managed account funds.
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o Track and compare remaining balances in member deductible accounts at the
end of each benefit period.

o Track and compare balance in member My Rewards Accounts at the end of
each benefit period.

o Track account balances transferred from the deductible account to the My
Rewards Account at the end of each benefit period, including number of
members with unused deductible account balances at the end of each benefit
period and the average amount transferred to the My Rewards Account at the
end of each benefit period.

o Track number of people checking their account balances, as well as how often
they are checked (i.e. weekly, monthly, semi-annually, and annually).

Hypothesis: Kentucky HEALTH policies will encourage healthy behaviors and
increase member access to enhanced health services (such as gym memberships and
over-the-counter medications).

o Track and compare My Reward Account expenditures on enhanced health
services.

o Track and compare member achievement of healthy incentives contributions
to the My Rewards Account.

o Track and compare type of enhanced health services used by member MY
Rewards accounts.

Hypothesis: Kentucky HEALTH policies will promote member compliance with
making premium payments.

o Track premium initial and ongoing premium payments.

Hypothesis: Kentucky HEALTH open enrollment policy will increase member
compliance with redetermination process.

o Track member compliance with redetermination.

Hypothesis: Kentucky HEALTH’s incentive and disincentive policies related to non-
emergency use of hospital emergency room will reduce inappropriate utilization
among Kentucky HEALTH members.

o Compare annual rates of inappropriate emergency department utilization
between Kentucky Medicaid populations for the years before waiver (prior to
2017) and after waiver (2017 and beyond).

o Survey Kentucky HEALTH members on whether the incentives and
disincentives related to the My Rewards Account for appropriate emergency
room utilization caused them to seek services with their primary care
physician or in an alternative urgent care setting.

o Compare annual rates of members subject to the escalating My Rewards
Account disincentive based on repeated inappropriate hospital emergency
department utilization.

Goal 3: Empower people to seek employment and transition to commercial health
insurance coverage

Hypothesis: Kentucky HEALTH policies will encourage members to increase
community engagement.
o Track and compare member achievement of community engagement and
employment contributions to the My Rewards Account.



e Hypothesis: Kentucky HEALTH policies will encourage members to seek
employment.

o Track members participating in job search activities.

e Hypothesis: Kentucky HEALTH policies will encourage members to earn
employment and ultimately transition to commercial health insurance coverage.

o Track number of individuals successfully transitioning to commercial health
insurance coverage and accessing the My Rewards Account bonus after
eighteen months.

o Track number of individuals employed over twenty hours per week.

o Track earnings of members who earn employment.

e Hypothesis: The employer premium assistance program will increase the proportion
of Kentucky residents under 138% FPL covered by employer sponsored insurance.

o Track the number of Kentucky residents with income under 138% FPL
covered by ESI over the demonstration.

o Track employer premium assistance program member enrollment.

o Track employer premium assistance program employer enrollment.

o Track employer premium assistance program wrap-around coverage
expenditures.

e Hypothesis: Kentucky HEALTH’s sliding scale increase premium payment amounts
will discourage dependency on public assistance and encourage members to transition
to commercial health insurance coverage.

o Compare annual rates of Medicaid enrollment between Kentucky Medicaid
populations for the years before waiver (prior to 2017) and after waiver (2017
and beyond).

o Survey Kentucky HEALTH members on whether the sliding scale increased
premium payment amount caused them to seek employment and/or other
forms of health insurance coverage.

o Compare annual rates of members paying increased premium amounts based
on continued annual enrollment in Kentucky HEALTH.

Goal 4: Implement Delivery System Reform to Improve Quality and Outcomes
e Hypothesis: Kentucky HEALTH policies will promote high quality healthcare
delivered by providers.
o Track managed care organizations ability to meet quality and outcome
benchmarks within their service contracts.
o Track Kentucky providers receiving bonus payments from the managed care
organizations for meeting quality and outcomes standards.

Goal 5: Ensure fiscal sustainability
e Hypothesis: Kentucky HEALTH will remain budget-neutral for both the federal and
State governments.
o Conduct a budget neutrality analysis and document adherence to waiver
margin.

WAIVER & EXPENDITURE AUTHORITIES
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Below is a list of proposed waivers the Commonwealth will seek from CMS to implement
Kentucky HEALTH:

1.

Eligibility: Section 1902(a)(10)(A)

o To the extent necessary to enable Kentucky to not provide medical coverage until the
first day of the month in which the Kentucky HEALTH member pays their first
premium payment, or for members below 100% FPL who fail to make an initial
premium payment, the first day of the month following the expiration of the 60-day
payment period.

o To the extent necessary to enable Kentucky to require Kentucky HEALTH members,
as a condition of eligibility, to complete specified community engagement hours.

Retroactive Eligibility: Section 1902(a)(34)

o To the extent necessary to enable Kentucky to not provide medical coverage for any
month prior to the month in which the member finalized enrollment in Kentucky
HEALTH.

Cost-Sharing: Section 1902(a)(14) insofar as it incorporates 1916 and 1916A

o To the extent necessary to enable Kentucky to require monthly premium payments
not to exceed 5% of income, but no less than $1.00 per month, for all Kentucky
HEALTH members.

Amount, Duration, and Scope: Section 1902(a)(10)(B)

o To the extent necessary to enable Kentucky to vary cost-sharing requirements, such
that premium contribution amounts increase each year members with income above
100% FPL remain on Kentucky HEALTH, not to exceed 5% of income, and to
charge copayments in lieu of premiums for individuals at or below 100% FPL who
fail to make their premium payment within the sixty-day payment period.

o To the extent necessary to allow Kentucky HEALTH members who continue to pay
premium contributions to use their My Rewards Account to purchase specified
enhanced benefits not otherwise available in the base Kentucky HEALTH benefit
package.

o To the extent necessary to enable Kentucky to allow individuals to receive the
benefits provided through their employer-sponsored plan.

Reasonable Promptness: Section 1902(a)(3)/Section 1902(a)(8)

o To the extent necessary to enable Kentucky to delay benefits, such that benefits do
not begin until a member makes a premium contribution, or until the expiration of a
60-day payment period for members below 100% FPL who fail to make a premium
contribution.

o To the extent necessary to enable Kentucky to prohibit re-enrollment for up to six
months for Kentucky HEALTH members above 100% FPL who are disenrolled for
failure to make their required premium contributions within 60 days of the due date.

o To the extent necessary to enable Kentucky to implement an open enrollment period
for Kentucky HEALTH, such that members who are disenrolled for failure to
complete redetermination process will be required to wait until their next open
enrollment period to re-enroll (up to six months).

Freedom of Choice: Section 1902(a)(23)

o To the extent necessary to enable Kentucky to restrict the freedom of choice of

providers for demonstration eligibility groups.

11



7. Non-Emergency Transportation: Section 1902(a)(4) insofar as it incorporates 42 CFR
431.53
o To the extent necessary to relieve Kentucky of the requirement to assure non-
emergency medical transportation to and from medical providers for Kentucky
HEALTH members.

In addition, the Commonwealth requests that expenditures related to providing services in an
Institution for Mental Disease (IMD), in participating pilot project counties, be regarded as
expenditures under the Commonwealth’s Medicaid Title XIX State Plan.

REVIEW OF DOCUMENTS & SUBMISSION OF COMMENTS

All information regarding the Kentucky HEALTH §1115 demonstration waiver, including this
public notice, the waiver application, and other documentation regarding the proposal are
available at: http://chfs.ky.gov/kentuckyhealth. In addition, the Kentucky HEALTH §1115
demonstration waiver application is available for in-person public review at Cabinet for Health
and Family Services, Office of the Secretary, 275 E. Main St., Frankfort, KY 40621.

Written comments regarding the Kentucky HEALTH waiver application may be mailed to
Commissioner Stephen Miller, Department for Medicaid Services, 275 E. Main Street, Frankfort,
KY 40621. Comments may also be sent via electronic mail to kyhealth@ky.gov.

All comments must be received by Friday, August 12, 2016 at 5:00 p.m.

12



