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In SFY 2013, Nebraska Medicaid’ s expenditures of $1.8 billion accounted for 18.3% of total state
budget. While the number of average monthly eligible persons under Medicaid rose modestly in
SFY 2013, 1.3% to 240,639, a multi-year cycle of increased numbers of eligible persons and the
national economic downturn have posed significant challenges for management of the Medicaid
program. These pressures underline the importance of ongoing efforts to control Medicaid costs,
and emphasize the importance of the Medicaid Reform efforts begun under the Legislature’s
mandate in 2006.

Asoutlined in thisreport, the Division of Medicaid and Long-Term Care has undertaken a number
of projects and initiatives in the past year aimed at increasing efficiency and decreasing costs.
Many of these efforts involve increasing the use of technology to support services provision,
operations, and oversight. State legislation and new federal requirements have also resulted in
numerous projects, most with the same target of better fiscal management and more efficient
service provision. Thisreport offersawindow into the ongoing work of the Division, highlighting
the year’s mgjor initiatives, describing the larger projects for the year ahead, and detailing the
persons served and services provided through the program.

The Medicaid Reform Council approved the Medicaid Annual Report for State Fiscal Year 2013
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l. INTRODUCTION

Medicaid is apublic health insurance program that provides coverage for low-income individuals.
Originally enacted in 1965 under Title X1X of the Social Security Act, Medicaid is an entitlement
program (a program which guarantees benefits to anyone who meets the qualifications) which
covers alow-income population including seniors, children and individuals with disabilities.

State Medicaid programs are administered by the states with oversight from the Centers for
Medicare and Medicaid Services (CMS) through the federal Department of Health and Human
Services (HHS). Every state outlines the digibility, benefits, provider payments, and service
delivery systems of its specific Medicaid program within broad guidelines set by the federal
government. Eligibility and benefit packages can vary widely from state to state.

The Children’s Health Insurance Program (CHIP) was created in 1997 under Title XXI of the
Socia Security Act, and was designed to offer insurance coverage for low-income children whose
family income is above Medicaid limits. States administer their CHIP programs in a variety of
different ways. In Nebraska, CHIP has been operated as a “Medicaid expansion” meaning that
CHIP, with a few exceptions, operates using the same delivery system, benefit package and
regulationsas Medicaid. Effective July 19, 2012, Nebraskaimplanted a* separate” CHIP program
which added prenatal and delivery services for the unborn children of certain women who do not
meet Medicaid eligibility criteria.

Medicaid and CHIP are financed jointly by the federal government and state governments, with
the federal government matching state spending at a rate known as the Federal Match Assistance
Percentage, or FMAP, which varies from state to state. FMAP is based on each state's per capita
income relative to the national average and is highest in the poorest states, varying from 50% to
73%. Nebraska’'s FMAP in FFY 2013 was 55.76% for Medicaid and for CHIP, 69.03%.

1. DISCUSSION

A. ELIGIBLE CLIENTS

Nebraska Medicaid provides coverage for individuals in the following eligibility categories:
Children, Aged, Blind & Disabled and Aid to Dependent Children (ADC) Adults. Additional
eligibility factors vary by group and include income, resources and employment status.
Nebraska’'s CHIP, sometimes caled Kids Connection, has operated as a Medicaid expansion
program since May of 1998 and provides health coverage for eigible uninsured children if they
have income at or below 200 percent of the federa poverty level (FPL) and are not eligible for
Medicaid. On July 19, 2012, Nebraska implemented a separate CHIP program to provide
coverage to the unborn children of women who are not otherwise igible for Medicaid, have no
creditable insurance and meet financial requirements.



ELIGIBLE POPULATIONS

FIGURE 1
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Figure 1 compares eligibility categories for State Fiscal Years (SFY) 2012 and 2013. The total
increase in average monthly eligibles from SFY 2012 to SFY 2013 was 1.3%. The largest
percentage increase was in the Blind & Disabled category, which grew 2.9%. Average monthly
eligiblesin the Children category grew by 1.2%. ADC Adults grew 0.2% and the Aged category
grew by 1.3%.

Figure 2 compares vendor expenditures by eligibility category for SFY's 2012 and 2013. Viewing
Figures 1 and 2 together providesinsight into the cost differences of different eligibility categories.
While the Aged and Blind & Disabled represent 22.8% of clients, they account for 65.4% of
expenditures. This is almost the exact opposite with children who account for 64.0% of clients
but only 27.1% of expenditures.

Figure 2 does not account for all Medicaid/CHIP expenditures, in part because some payments and
refunds are not specific to arecipient or eigibility category. Examples of transactions not shown
are drug rebates, payments made outside the M edi caid Management I nformation Systems (MMIS),
and premium payments paid on behalf of persons eligible for Medicare. Client demographic data
are not available for these expenditures. This means that some expenditures, particularly in the
Aged and Blind & Disabled categories, are understated. For example, Medicare Part B and Part
D premium payments for clients who are eligible for both Medicaid and Medicare, i.e. duals.
These premium paymentstotaled $94,088,563 in SFY 2013. Prorating these expenditures between
the Blind & Disabled and the Aged categories increases total expendituresin SFY 2013 for Blind
& Disabled to 45.1% and to 22.0% for the Aged.

There are several reasons for the expenditure change when comparing SFY 2012 to SFY 2013.
The recertification of the Beatrice State Developmental Center (BSDC) Center allowing it, once
again, to hill as a Medicaid provider contributed to the increase. Rates were increased by 1.54%
effective July 1, 2012. Physical health managed care expanded to the remaining 83 counties in
July 2012. Because Medicaid providers could bill up to one year after the date the service, in SFY
13, Medicaid was still making payments for services provided prior to the expansion of Managed
Care at the same time per member per month payments were made to the managed care companies.
Additionally, the billing issues experienced by providersaswell asthe payment i ssues experienced
by the Department as a result of the implementation of 5010 in SFY 2012 resulted in the delay of
payments from SFY 2012 to SFY 2013, thereby possibly overstating SFY 2013 expenditures.

Categories expected to decrease as a result of Managed Care decreased. These categories are
Outpatient Health, Physicians Services and Inpatient Hospital. Additionally, Pharmacy decreased.
Even though pharmacy benefits are not in managed care, managed care assignment of Primary
Care Providers and care coordination can result in a decrease in pharmacy costs. The Disabled
category also experienced a substantial increase in home and community-based services for
persons with developmental disabilities.

The Aged category was the third largest growing eligibility category with expenditures increasing
9.2% ($31,292,790) from $341,670,694 in SFY 2012 to $372,963,484 in SFY 2013. The largest
increase was in Intermediate Care Facilities for the Developmentally Disabled (ICF/DD) 82.8%
($4,332,481) from SFY 2012 to SFY 2013. ADC Adults declined 21.1% ($40,487,442) in
expenditures from $170,704,198 in SFY 2012 to $134,708,628 in SFY 2013. The largest decrease
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in expenditures was Inpatient Hospital (53.9%) at a $14,484,179 decrease from SFY 2012 to SFY
2013.

B. COVERED SERVICES

Federal Medicaid statutes mandate states to provide certain services and allow states the option of
providing achoice of others. The Nebraska Medical Assistance Act delineates the mandatory and
optional services available to Medicaid and CHIP recipients in Nebraska.

Figure3

Federal Medicaid Mandatory and Optional Services Covered in Nebraska
Neb. Rev. Stat. 68-911

Mandatory Services

Nebraska Optional Services

Inpatient and outpatient hospital
services

Laboratory and x-ray services
Nursing facility services

Home health services

Nursing services

Clinic services

Physician services

Medical and surgical services of a
dentist

Nurse practitioner services

Nurse midwife services
Pregnancy-related services
Medical supplies

Early and periodic screening and
diagnosis treatment (EPSDT) services
for children

Prescribed drugs

Intermediate care facilities for the
Developmentally Disabled (ICF/DD)
Home and community-based services
for aged persons and persons with
disabilities

Dental services

Rehabilitation services

Personal care services

Durable medical equipment

Medical transportation services
Vision-related services

Speech therapy services

Physical therapy services
Chiropractic services

Occupational therapy services
Optometric services

Podiatric services

Hospice services

Mental health and substance use
disorder services

Hearing screening services for newborn
and infant children

School-based administrative services




VENDOR EXPENDITURES

Figure 4 shows how the $1.8 billion in Medicaid/CHIP expenditures to vendors are distributed by
vendor type. Total vendor payments increased $197,109,823 or 12.3% from SFY 2012 to SFY
2013. However, implementation of new billing processes related to federal HIPAA 5010
requirements resulted in delaysin billing and payment which caused SFY 2012 expendituresto be
understated. SFY 2013 expenditures reflect the resolution of the billings issues resulting from the
5010 implementation. Additionally, with the move to statewide Managed Care, there were
payments for services from SFY 2012 at the same time as capitation payments for SFY 2013.

Figure4

NEBRASKA MEDICAID AND CHIP VENDOR EXPENDITURES* BY SERVICE
FISCAL YEAR 2013
Total Vendor Payments $1,799,457,166
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*  Includes payments to vendors only, not adjustments, refunds or certain payments for
premiums or services paid outside the Medicaid Payment System (MMIS) or NFOCUS.

**  $93.2 milion in offsetting drug rebates is not reflected in the drug expenditures of
$158,537,203

*** DSH payments of $42 million are not reflected in Inpatient or Outpatient Hospital
Expenditures
Includes Speech/ Physical Therapy, Medical/Optical Supplies, Ambulance, and
Lab/Radiology

t A&D Waiver includes $681,800 of expenditures under the Traumatic Brain Injury waiver



A significant shift in the management and administration of Medicaid services has taken place
over the past severa years with the growth of managed care. Full risk managed care is a health
care delivery system where Managed Care Organizations (MCOs) are contracted to operate a
health plan that authorizes, arranges, provides, and pays for the delivery of services to enrolled
clients. Managed care offers an opportunity to assure access to a primary care provider,
emphasizes preventive care, and encourages the appropriate utilization of servicesin the most cost-
effective setting. NebraskaMedicaid has utilized managed care in three urban counties since 1995,
and added the seven surrounding counties in August 2010. As of July 1, 2012, Nebraska's
managed care program was further expanded to statewide managed care for physical health
services. This move is projected to result in additional savingsin Medicaid and CHIP over time.
On September 1, 2013, Nebraska shifted its behavioral health program to an at-risk model.

Figure 5 shows vendor expenditures from SFY 2012 and SFY 2013 side by side. Expanding full-
risk capitated physical health managed care to cover the remaining 83 counties explains the
decrease in these services and the corresponding increase in the Managed Care Capitations. In
addition, implementation of new billing processes related to federal HIPAA 5010 requirements
resulted in delaysin billing and payment which caused SFY 2012 expenditures to be understated.
SFY 2013 expenditures reflect the resolution of the billings issues resulting from the 5010
implementation. Even after taking into account billing issues related to the implementation of
HIPAA 5010 transactions and the full provider revalidation process, which artificially increased
SFY 2013 expenditures, it appears that the Managed Care program is controlling the costs of
Medicaid and CHIP.



Figure5
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Figure6

$1,799,457,166 Vendor Payments
$42,013,107 Disproportionate Share Hospital/Rate
Adjustments
$43,056,973 Medicare Premiums
$ 5,049,284 Intergovernmental Transfer (IGT)
$49,924,887 Other Payments (Managed Care,
Transportation, Federal Insurance
Contributions Act taxes, AssistTech,
Upper Limit Pmts)
($104,243,944) Rebates/Refunds
($137,078,926) General Funds Paid in Other Budget
Programs
$51,031,590 Phased Down Contribution
$1,749,210,137 Net Medicaid and CHIP Expenditures

Not all Medicaid/CHIP expenditures are captured in Figure 4. Medicaid/CHIP vendor
expenditures totaled $1,799,457,166 in SFY 2013. The net program expenditures for this same
time period totaled $1,749,210,137. Several of these manual transactions are highlighted below.

Drug rebates refer to reimbursements made by pharmaceutical companies to Medicaid/CHIP that
bring down individual drug cost to amore competitive or similar pricethat is being offered to other
large drug payers, such as insurance companies. In SFY 2013, Medicaid received $93.2 million
in Drug Rebates, an increase of 13.9% compared to the $81.8 million received in SFY 2012.

Medicaid pays the Medicare Part B premium for clients that are dually eligible for Medicare and
Medicaid. In SFY 2013, Medicaid paid $43,056,973 for Medicare Premiums, a 0.7% decrease
from the $43,376,690 paid in SFY 2012. Part B premium amounts were $115.40 in calendar year
(CY) 2011, $99.90in CY 2012, and $104.90in CY 2013. CY 2014 premium amounts are expected
to remain the same as CY 2013.

Disproportionate Share Hospital (DSH) payments are an add-on to hospitals that serve a high
number of Medicaid and uninsured patients. In SFY 2013, Medicaid paid $42,013,107 through
the DSH program, a 16.4% decrease compared to $50,240,316 paid in SFY 2012.

Intergovernmental Transfers are payments made to public providers that have 40% or higher
Medicaid utilization and whose direct nursing or direct support costs have exceeded the Medicaid
maximum allowable rate. In SFY 2013, Medicaid paid $5,049,284 for Intergovernmental
Transfers, an increase of 15.7% from the $4,363,355 paid in SFY 2012.

Part D Clawback payments are made to CM S to cover the State’ s share of prescription drugs for
personsdually eligible for both Medicare and Medicaid. In SFY 2013, Clawback paymentstotaled
$51,031,590, a 9.3% increase from the $46,673,462 paid in SFY 2012. The Clawback payment
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amount per person is based on a complex formulathat takes into account the cost of drugs and the
Federal Medical Assistance Percentage (FMAP). Nebraska' s FMAP has been steadily decreasing
since FFY 2011.

LONG-TERM CARE SERVICES

Long-Term Care Services support individuals with chronic or ongoing health needs related to age
or disability. Services are geared to multiple levels of client need ranging from limited assistance
with activities of daily living to complex nursing interventions. Assistance can be offered in a
variety of settings from care in an individua’s home, to care in small group settings with
community supports, to care in a nursing facility or intermediate care facility for persons with
mental retardation. In general, home and community based care is less expensive and offers
greater independence for the consumer than facility based care. For these reasons, state and federal
initiatives encourage the development of care options in the community as an alternative to
ingtitutional care. Efforts to encourage home and community based alternatives to facility
based care are resulting in agradual rebalancing of long-term care expenditures.



Figure7
SFY 2013 Medicaid Expendituresfor Long-Term Care Services
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SFY 2008 M edicaid Expendituresfor Long-Term Care Services

Total: $620,655,260
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$67,763,037
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$148,094,812
23.9%

*Includes rate increase associated with LB600 implementation.
+A&D Waiver includes expenditures under the Traumatic Brain Injury waiver ( FYOS = $649,851 & FY13 = $681,800)
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C. PROVIDER REIMBURSEMENT

Medicaid purchases health servicesfor clientson afee for service basisor, increasingly, by paying
premiums to managed care plans which coordinate provider networks and provider
reimbursements.

The Nebraska Medicaid Program uses different methodologies to reimburse different Medicaid
services. Practitioner, laboratory, and radiology services are reimbursed according to a fee
schedule. Prescription drugs are reimbursed according to a discounted product cost calculation
plus apharmacy dispensing fee. Inpatient Hospital services are reimbursed based on a prospective
system using either a diagnosis related group (DRG) or per diem rate. Critical Access Hospitals
are reimbursed a per diem based on reasonable cost of providing the services. Federally Qualified
Health Centers (FQHCs) are reimbursed on a prospective payment system. Rural Health Clinics
(RHCs) are reimbursed cost or a prospective rate depending on whether they are independent or
provider-based. Outpatient Hospital reimbursement is based on a percentage of the submitted
charges. Nursing Facilities are reimbursed a daily rate based on facility cost and client level of
care. Intermediate Care Facilitiesfor the Developmentally Disabled (ICF/DDs) are reimbursed on
a per diem rate based on a cost model. Home and Community Based Waiver services, including
Assisted Living costs, are reimbursed at reasonabl e fees as determined by Medicaid.

In many states, budget and enrollment pressures on Medicaid have led to cuts in provider rates.
Nebraska Medicaid providers have received increased rates every year from 2005 through 2011.
Effective July 1, 2011, ratesfor all provider types, excepting primary care services, were decreased
by 2.5%. Effective July 1, 2012, the rates that were decreased were increased 1.54%. Effective
July 1, 2013, Medicaid rates were increased by 2.25% except for primary care codes which were
increased, as a result of implementation of the Affordable Care Act, to 100% of Medicare rates
effective January 1, 2013.
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D. PROGRAM TRENDS AND PROJECTIONS

Figure8

NebraskaMedicaid and CHIP Average Monthly Eligibles
SFY 2010-2013 Actual and SFY 2014-2015Projected

Based on Current Economic Predictions
(includes Federal Healthcare Reform)
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Growth in Medicaid/CHIP eligibility was moderate from SFY 2006 through SFY 2008. Nebraska
experienced a significant increase in eligibles the latter half of SFY 2009 that continued until
through SFY 2011, with an increase from SFY 2010 to SFY 2011 of 4.9%. Theincrease from SFY
2011 to SFY 2012 wasamodest 0.9% with the increase attributed in part to the statutory expansion
of the Children’s Health Insurance Program (CHIP) eligibility to 200% FPL and to the national
economy. SFY 2013 had an increase of 1.3% from SFY 2012. Based on historical trends and on
the findings from the Milliman Report regarding implementation of the Affordable Care Act
(ACA) on January 1, 2014, average monthly eligibles in SFY 2014 are expected to increase by
7.7%. Average monthly eligiblesin SFY 2015 are expected to increase 9.2% from SFY 2014 since

SFY 2015 will have afull year of ACA implementation.
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Figure9

Nebraska Medicaid/CHIP Average Monthly Cost Per Eligible by Eligibility Category SFY 2010 - 2013
(Percents Above Bars Represent Percent Change over Prior Reporting Period)
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The average monthly cost per eligible (Figure 9) increased 6.4% overall from SFY 2012 to SFY
2013. Thelargest cost per eligible increase wasin the Blind & Disabled category, which increased
by 9.8%. The Aged category increased by 7.8%. The Children category increased by 27.3% and
the ADC Adult category decreased by 27.3%. As noted previously, decreases in expendituresin
the Adult categories appear to be related, in large part, to the increasing inclusion of those clients
in managed care.

Thetop four vendor expenditure categoriesin Medicaid/CHIP (excluding managed care capitation
payments) are nursing facilities, pharmacies, inpatient hospital and home and community services.
The home and community service category consists of home health, personal assistance services
and waiver services, including assisted living. Figure 9 (previous page) reflects the trendsin these
categories from SFY 2010 through SFY 2013. The drop in Inpatient Hospitalization expenditures
reflects inclusion under managed care.
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Figure 10

Nebraska Medicaid/CHIP Nursing Facilities, Pharmacies, Inpatient Hospital, Aged & Disabled Waiver and Developmental Disability Waiver
Expenditures
Numbers Above Bars Represent Expenditures in Millions of Dollars
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*Effective 8-1-11, Full-Risk Managed expanded to 10 counties and on 7-1-12 it expanded to the remaining 83 counties. Inpt Hospis included in Managed Care, other services displayed are not.

' A&D Waiver includes expenditures under the Traumatic Brain Injury Waiver (FY10=5$505,112, FY11=5668,814, FY12 = $638,782, & FY13 = $681,800).
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E. SFY 2013 INITIATIVES

Highlighted below are some of the major projects during SFY 2013.

Efficienciesin Billing for Nursing Facility Providers

Prior to 2013, the turnaround document was eliminated and nursing home providers began billing
on a standard UB04 claim form. In April 2013, Medicaid eliminated the requirement for prior
authorizations for nursing facility services. Currently providers are enrolling to test a web-based
case-mix reporting system for nursing facilities. This enables them to see the status of their
resident assessments in terms of timeliness, errors, reimbursement, accurate billing, resident data,
and not having their claims rejected. It will also eliminate the monthly mailing of reports to
facilities.

Durable Medical Equipment and Suppliesfor Clientsin Nursing Facilitiesand | CF/DDs

In May of 2011, CMS made Nebraska Medicaid aware of the need to correct the payment of
durable medical equipment and supplies for clients residing in nursing facilities and |CF/DDs.
Medicaid established a transition plan whereby payments formerly made to Durable Medical
Equipment (DME) suppliers will instead be made to the facilities. Medicaid developed new
reimbursement methodology to comply with federal requirements and notified the DME providers
and the facilities of these changes. The new reimbursement methodology was implemented on
August 1, 2013.

Electronic Health Record (EHR) Incentive Payment Program

This program was established under the Federal Health Information Technology for Economic and
Clinical Health (HITECH) Act which is a part of the American Reinvestment and Recovery Act
(ARRA) of 2009. The Medicare EHR Incentive Program is administered by CMS and the
Medicaid EHR Incentive Program is administered by the states. For providers, the payments can
total alittle over $63,000 over 6 years. Hospital payments, made over three years, are determined
by a number of factors, beginning with a base rate of $2 million which can be increased or
decreased by discharge numbers and growth rate trends. Incentive payments are 100% federally
funded and administration of the program by Nebraska Medicaid is matched with 90% federa
funding. Eligible professionals and hospitals must adopt, implement, upgrade or demonstrate
meaningful use of a certified EHR system. Nebraska launched the EHR Incentive Program on
May 7, 2012. As of June 30, 2013, there were 461 eligible professionals and 62 hospitals
participating in the program and nearly $32 million has been paid to Nebraska providers. HITECH
funds this program through 2021.

Enhanced Provider Enrollment and Screening Requirement

The ACA included enhanced provider screening and enrollment requirements for all Medicaid
providers including those that order, refer, and prescribe services. Nebraska Medicaid has
implemented many of these requirements and will be issuing a request for proposals to contract
with a vendor for application and fee collection, database screening, and site visits. Additional
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guidance about mandatory background checks is pending from the Centers for Medicare and
Medicaid Services(CMS). NebraskaMedicaid will implement those requirementswhen available.

M edicaid Patient-Centered M edical Home Pilot

Medicaid implemented the Medicaid Patient-Centered Medical Home Pilot in February 2011. The
pilot concluded in February 2013 and is currently being evaluated for improved health care access,
improved health outcomes for patients, Medicaid cost containment, patient and provider
satisfaction. Two practices participated in the pilot: Kearney Clinic, Kearney (20 providers) and
Plum Creek Medical Group, Lexington (10 providers). Both practices received a per-member-
per-month (PMPM) payment based on meeting Tier 1 or Tier 2 standards. The practices received
funding for a Care Coordinator staff position and DHHS provided comprehensive technical
assistance to work with the clinics as they transformed into medical homes. An evaluation of the
pilot for improved health care access, improved health outcomes for patients, Medicaid cost
containment, patient and provider satisfaction is currently being finalized and areport on the pilot
isduein June 2014.

Money Follows the Person (M FP)

Money Follows the Person (MFP) is a rebalancing initiative that was made possible by a grant
from the Centers for Medicare and Medicaid Services (CMS). This grant is designed to assist
individuals who are institutionalized in in-patient facilities like nursing facilities, hospitals, and
intermediate care facilities transition to their homes and communities. Transition assistance may
consist of community resource development, applying for financial assistance, coordinating
providers, and facilitating communication with the individual and their family in regard to
transition options. Nebraska's MFP transitioned 97 individuals from institutional care to
community-based living in SFY 2013, 297 since June 2008.

Timely Filing Requirements

Effective September 1, 2013, MLTC will be changing the timely filing requirementsfor Medicaid
claims from the existing 12 months to six months (180 days). Dataanalysisrevealed that in recent
years nearly 85% of current providers have already been filing claims within 180 days of the date
of services provided, so this change is not expected to adversely impact the normal course of
business for providers. Ultimately, timelier filing will result in a faster rate of processing and
payment for providers. Exceptions to the current timely filing requirements, for example,
retroactive eligibility, Medicare denials, casualty insurance, and hedth insurance, remain
unchanged.

Full Risk Behavioral Health Managed Care

An RFP for a Managed Care Organization to provide these services was released in the fall of
2012. Magellan was awarded the contract and implementation was effective September 1, 2013.
This change will result in cost-savings and will address the compliance issues related to IMDs.
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| CD-10 — International Classification of Diseases Version 10

The federal Department of Health and Human Services mandated transition from the International
Classification of Diseases version 9 (ICD-9) to ICD-10 for al Health Insurance Portability and
Accountability Act of 1996 (HIPAA) covered entities (health care providers, clearinghouses and
payers). Working in collaboration with the Division of Information & Technology (I1S&T),
Medicaid Management Information System (MMIS) requirements have been developed. Coding
and remediation of policy, forms and contracts has begun. External interface testing with Trading
Partners is planned to begin April, 2014, and continue through implementation on October 1,
2014. Communication and provider outreach activities continue.

Primary Care Services at Medicare Rates

Effective January 1, 2013, Medicaid payment rates for primary care services furnished by certain
physiciansin CY's 2013 and 2014 cannot be |ess than the Medicare rates. This minimum payment
level applies to specified primary care services furnished by a physician with a specialty
designation of family medicine, general internal medicine, or pediatric medicine. Methodology
for Fee-For-Service (FFS) payments and for managed care capitation rates were approved by
CMS. Effective September 23, 2013, the department will implement all program updates related
to the enhanced rates for claims dates of service January 1, 2013 and after. Previously processed
claimswill be auto-adjusted to pay at the enhanced rates. Any new claims eligible for the enhanced
rate, received September 23, 2013 and after will price correctly the first time.

Diagnosis Related Group (DRG) Grouper Software

Work on adoption of a new Diagnosis Related Group (DRG) grouper software for Medicaid use
began in SFY 2012 and continued into SFY 2013. Medicaid contracted for the purpose of
reviewing options and recommending and/or devel oping a DRG grouper software. Effective July
1, 2014, Nebraska will implement the All Patient Refined — Diagnosis Related Grouper (APR-
DRG) utilizing national relative weights and average length of stay (ALOS).

Program of All-Inclusive Carefor the Elderly (PACE)

Programs of All-Inclusive Care for the Elderly provide comprehensive, coordinated health care
services for voluntarily-enrolled individuals age 55 and older who meet nursing facility level of
care criteria. Immanuel Pathways, located in north Omaha, became Nebraska's first PACE
provider when its doors opened May 1, 2013. This new option offers another alternative along the
continuum of available long-term care services. Services tailored to each individual’s needs are
provided where the participant lives, at the clinic-licensed center, or in another setting. The array
of services is provided by Immanuel Pathways and their provider network using Medicaid,
Medicare, and/or participant funds issued as a capitated monthly rate. As of September 1, 2013,
Immanuel Pathways had enrolled 27 participants.

Traumatic Brain Injury 1915(c) Waiver

The Traumatic Brain Injury (TBI) Waiver provides specialized assisted living services to persons
age 18-64 who have adiagnosisof TBI and meet nursing facility level of carecriteria. Thiswaiver,
implemented in 2000, has only one provider, Quality Living in Omaha, and serves a maximum of
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40 persons. Periodic renewal of home and community-based waiversisrequired. The TBI Waiver
renewal was approved for October 1, 2013.

Recovery Audit Contractor (RAC)

Nebraska Medicaid implemented the Nebraska Medicaid Recovery Audit Contractor program on
November 30, 2012, by signing acontract with HMS. The Medicaid RAC objectives areto reduce
erroneous payments, identify and recover overpayments, and identify underpayments in the
Medicaid program. As alowed by state and federal law, the Nebraska Medicaid RAC contractor
will be paid on a contingency basis from actual amounts recovered. The implementation has
included establishing correspondence templates, reviewing steps, and data sharing. The vendor,
HMS, will soon establish a Nebraska M edicaid specific website and will begin provider education.
It is anticipated that the first record requests will be sent by the end of the year.

Additional Program Integrity Initiatives
Medicaid also participatesin a variety of state and federal initiatives:

e TheMedi-Medi Project CMS contracts with vendors to aggregate Medicare and
Medicaid claims datato identify fraud, waste, or abuse by providers across both programs.
Nebraskais participating in this project.

e Auditsof New Initiatives  Both the Electronic Health Record (EHR) Incentive
Payment Program and the Medicaid Payment for Primary Care Services at Medicare Rates
have specific auditing requirements that are completed by Program Integrity staff.

e Payment Suspensions Dueto Credible Allegations of Fraud The ACA requiresthat
Medicaid programs protect state and federal funds by suspending provider payments when
thereisacredible allegation of fraud against the provider. There are specific tracking and
notifications that must be followed.

Health Information Exchange (HIE)

NeHIl (Nebraska Health Information Initiative) isthe lead Health Information Exchange (HIE) in
Nebraska and has the capability to serve any health care provider. Another HIE, Electronic
Behaviora Heath Information Network (eBHIN) focuses on the behavioral hedth care
providers. These are the two health information exchanges in Nebraska which were established
through the eHealth Council. The main purpose of an HIE is to exchange laboratory, radiology,
medication history, clinical documentation, public health information and other medical data
among Nebraska providers and hospitals. Nebraska Medicaid has recently submitted a funding
request to CMS on behalf of NeHIl and eBHIN. If approved, this funding will alow the HIE
organizations to assist Medicaid providersin achieving meaningful use of their Electronic Health
Record (EHR) technology which is one of the qudlifications for the EHR Incentive
Program. Several of the meaningful use measures relate to the exchange of key medical
information. The funding request is pending CMS approval at this time. The federal funding
would be at 90% the total funds requested were just over $4 million.
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MITA 3.0 -- Medicaid I T Architecture

The Medicaid IT Architecture (MITA) is a CMS initiative to establish national guidelines for
technologies and processes that improve program administration for the State Medicaid
Enterprise. All technology-related funding requests from Medicaid to CMS must now reference
MITA status and explain how MITA maturity will be enhanced through the funded work. In SFY
2012, the Division completed a formal MITA 2.0 State Self-Assessment (SS-A) describing the
extent to which the current Medicaid Management Information System (MMIS) aligns with the
MITA framework and how requested changes will advance the transformation into the
architecture. In March, 2012, CMS published the MITA 3.0 Framework which is an updated
collection of principles, models, and guidelines. CM S requires each state to completeaMITA 3.0
SS-A in order to obtain enhanced federal funding for its Medicaid program. The Division is
working on the MITA 3.0 SS-A.

Administrative Simplification

All HIPAA covered entities, including providers, clearinghouses and payers, are required to
comply with the Affordable Care Act (ACA) requirements to implement the Council for
Affordable Quality Heathcare (CAQH) Committee on Operating Rules for Information
Exchange® (CORE). The CORE Operating Rules are further standardization of the HIPAA
Standard Electronic Transactions version 5010, implemented January 1, 2012. Planning and
implementation of the first CORE Phases began in 2013 with Phase | and Phase I which impact
the digibility for a health plan (270/271) and the health care claim status (276/277)
transactions. This project is known as Medicaid AS-ECS (Administrative Simplification —
Eligibility and Claim Status). A Request for Proposal to procure a solution to the real-time
requirements was released in May 2013.

Managed Care Waiver

Nebraska Medicaid submitted to the Centers for Medicare and Medicaid (CMS) an amendment to
the 1915(b) waiver in order to allow implementation of afull-risk behavioral health managed care
program effective September 1, 2013.

Health Insurance Premium Payment (HIPP) Program

In SFY 2013, the Heath Insurance Premium Payment Program underwent significant
improvements. Efforts have been focused on ensuring strict compliance with 471 NAC 30,
improvementsin case management, and improvementsin the gathering and retention of supporting
documentation. Asaresult of the program’sreview of 100% of all current participantsin the HIPP
program, significant reductions in participation were made, ensuring that the program provides
cost-savings for Medicaid. Additional controls were implemented to ensure the appropriateness
of program expenditures, and to ensure the ongoing cost-effectiveness of program participants.

Transition of Medicaid Eligibility Function

In 2013, work began to move the digibility determination for Medicaid and CHIP programs from
the Division of Children and Family Services to the Division of Medicaid and Long-Term Care
(MLTC). Based on the available data, 40% of the current workforce was transferred to MLTC on
July 1, 2013.
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In order to be accessible to the public, MLTC identified and secured additional office locations
throughout the State of Nebraska. Additional MLTC staff was added to multiple offices statewide
based on the space available. On July 1, 2103, the Lincoln and Lexington Customer Service
Centers (CSC), aswell aslocal office staff, were transitioned to MLTC for supervision. Effective
October 1, Medicaid will have a separate phone numbers and processes to support Medicaid
applicants and recipients.

Implementation of ACA Eligibility Changes

In July 2013, CMS released a final rule implementing several provisions of the ACA related to
eligibility for Medicaid and the Children’s Health Insurance Program (CHIP). In the process of
updating Nebraska regulations to reflect applicable provisions of the ACA, Medicaid and CHIP
eligibility regulations were reorganized and consolidated into Title 477. Process details were
removed and placed in field process guides and an appendix to Title 477. The new Nebraska
eligibility policy regulations will take effect January 1, 2014.

The ACA requires the use of Modified Adjusted Gross Income (MAGI) as the income
methodology for Medicaid and CHIP children, pregnant women and parents/caretaker relative
groups. The Aged, Blind, and Disabled population will not be subject to MAGI or other eligibility
changes under the ACA. States were required to convert their current financial eligibility income
standards from net standards that incorporate current income disregards to an equivalent MAGI
income standard. Throughout the year, Nebraska worked with an actuaria contractor to convert
current income standards to the equivalent MAGI income standard.

MLTC Quality Team

The MLTC Quality Team was started in August 2012 with the core purpose of conducting surveys,
analyzing data, developing and submitting reports based on CMS Core Quality Measures. The
team has developed data reporting templates for use by Managed Care Organizations in reporting
data and outcomes on quality measures and provided assistance to Managed Care Organizations
in the implementation and measurement of Managed Care Quality Strategies. The team assists
Managed Care Contract Managers in the monitoring and evaluation of Quality Performance
Improvement Plans. In addition, the team is working on the implementation of the new version of
T-MSIS federal reporting and the Health Information Exchange project.

EQRO (External Quality Review Organization) Contract

A Request for Proposal was issued for the purpose of selecting a qualified contractor to provide
an annual external and independent review service. Thisis a component of the contract between
Nebraska Medicaid and the Managed Care Organizations (MCOs) and Prepaid Inpatient Health
Plan (PIHP) providing health care to Nebraska Medicaid clients enrolled in managed care.

Enrollment Broker Contract
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Enrollment Broker services, for clients eligible for enrollment in Nebraska Medicaid Managed
Care and the Program of All-Inclusive Care for the Elderly (PACE), include client education of
optionsfor health plans, choice counseling, and all activitiesinvolved for acompleted enrollment.
The previous contract for enrollment broker services ended June 30, 2013. An RFP was issued to
solicit proposals from qualified vendors. The contract was awarded to the incumbent, the
Medicaid Enrollment Center Inc.

Preferred Drug List

An RFPwasissued for the purpose of selecting aqualified contractor to provide servicesto support
the Medicaid Pharmacy Program in maintaining a Preferred Drug List, participating in a multi-
state purchasing pool and obtaining supplemental drug rebates. The contract was awarded to the
incumbent Magellan Medicaid Administration, Inc.

Medicaid Upper Payment Limit

Starting in 2013, CM S required states to submit upper payment limit (UPL) demonstrations on an
annual basis. Previoudly, this information was collected or updated only when a state was
proposing an amendment to a reimbursement methodology in its Medicaid state plan. CMSis how
requiring that states submit UPL demonstrationsfor inpatient hospital services, outpatient hospital
services, and nursing facilities. In 2014, and annually thereafter, states will be required to submit
annual UPL demonstrations for the services listed above and clinics, physician services (for states
that reimburse targeted physician supplemental payments), intermediate care facilities for the
developmentally disabled (ICF/DD), private residential treatment facilities and institutes for
mental disease (IMDs). This information must be submitted by the state prior to the start of the
state fiscal year. An RFP has been issued to solicit proposals for qualified vendors to assist with
these new requirements.

National Correct Coding Initiative (NCCI)

Nebraska Medicaid continues to implement al of the National Correct Coding Initiative (NCCI)
edits as mandated as part of the Patient Protection & Affordable Care Act. CMS updates and adds
to the edits quarterly. Recent additions to the edits address durable medical equipment, office
visits and other physician services, and services only reimbursed by Medicaid. Infiscal year 2013,
the edits led to a cost avoidance of $2,463,294.

F. SFY2014 PROJECTS
Many of the SFY 2013 projects detailed above will continue in SFY 2014.
Managed Long-Term Services and Supports

Work has begun on developing a statewide managed care program for the delivery of long-term
care services and supports. Examples of long-term care services included in this initiative are
nursing facility, persona assistance, home health, and those provided under Home & Community
Based Services (HCBS) waivers such as home care/chore, respite, and assisted living. Goals of
the program include the following:
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e Improve client health status and quality of life by better coordination of medical care,
behavioral health care, and community-based services and supports.

e Promote client choice and use of theright services and supports at the right timein theright
amount.

e Increase client accessto responsive, quality services and supports.
e Usefinancia resources wisely to sustain Nebraska Medicaid.

An advisory council is being formed to provide input into the design, planning, implementation
and monitoring of the program. Town hall meetings are also being planned across the state to
provide an opportunity for broader public input in the program design. The targeted
implementation date is July 2015.

Eligibility and Enrollment RFP and IV&V

The Affordable Care Act (ACA) requires significant changes to state Medicaid eligibility and
enrollment (E& E) systems. Nebraska's eligibility system could not meet the ACA requirements
without significant investment and a complete rewrite. As aresult, Nebraska is procuring a new
Medicaid E& E system to meet ACA requirements. In FY 13, amajor initiative was launched to
plan for the Medicaid eligibility replacement system. Significant portionsof the planning activities
were to ensure the new system met requirements for enhanced 90/10 funding offered by CMS.
The planning activities resulted in two RFPs. Oneis to procure an Enterprise Eligibility System
(EES) and another for Independent Verification and Validation (IV&V) of the EES vendor.
Awards are expected to be made for the IV&V and EES RFPs in the first half of FY 14 with
implementation activities running through December 2015.

Provider Eligibility and Enrollment

An RFP is currently under internal and external review. Upon final approval, the RFP will be
issued, and ultimately will result in the Medicaid contracting with an approved vendor for provider
eligibility and enrollment services. Currently, arevision of the applicable NebraskaMedicaid rules
iSin process.

American Dental Association (ADA) Claim Form 2012

Effective October 1, 2013, the Department will no longer accept the 1994, 1999, and 2002 versions
of the American Dental Association (ADA) Claim Form. The 2006 ADA form will continue to be
accepted only through December 31, 2013.

Effective January 1, 2014, the 2012 ADA claim form will become the only hardcopy dental claim
form accepted by the Department for prior authorizations and reimbursement of services. On or
after January 1, 2014, any claims received utilizing the older versions of the ADA Claim Form
will be returned to the provider.

CM S 1500 Claim Form

The National Uniform Claim Committee (NUCC) announced the final approval of the Version
02/12 1500 Health Insurance Claim Form (1500 Claim Form) that accommodates reporting needs
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for ICD-10 and aligns with requirements in the Accredited Standards Committee X12 (ASC X12)
Health Care Claim: Professional (837P) Version 5010. The NUCC isreviewing itsinitial proposed
implementation timeline. The Department will announce its implementation timeline in the near
future.

Non-Emergency Medical Transportation RFP

A Non-Emergency Medical Transportation RFP will be released in September 2013. The purpose
of a new RFP is to enhance client transportation services and strengthen quality assurance
measures for the provision of the services provided. An April 2014 implementation date is
expected.

Administrative Simplification

All HIPAA covered entities, including providers, clearinghouses and payers, are required to
comply with the Affordable Care Act (ACA) requirements to implement the Council for
Affordable Quality Heathcare (CAQH) Committee on Operating Rules for Information
Exchange® (CORE). The CORE Operating Rules are further standardization of the HIPAA
Standard Electronic Transactions version 5010, implemented January 1, 2012. Continuation of
planning and implementing CORE Phase |1 and Phase 111 will continue in SFY 14. The CORE
Phase |11 rulesimpact EFT (electronic fund transfers) and ERA (el ectronic remittance advice/835
transaction). Complete implementation of Phases|, Il and 111 is expected in SFY 14.

Utilization Review Contr act

Medicaid will beissuing an RFPto solicit bids for acontractor, certified asa Quality Improvement
Organization (QIO), to manage a statewide quality and utilization control program for services
provided to Nebraska Medicaid clients in Fee-For-Service (FFS) programs. The contractor will
review and make determinations regarding prior authorization, continued service (clinical)
reviews, and continued service (non-clinical) reviewsfor hospital, ambulatory surgical centersand
home health and private-duty nursing services.

Transformed-Medicaid Statistical Information System (T-M SIS)

The T-MSIS project, started in January 2013, is the expansion of federal reporting measures from
the States Medicaid Information Systems. The new report will be submitted monthly instead of
the quarterly M SISreport. Report data has been expanded to include: eligibility information, health
care quality measures, managed care measures in addition to medical services claims and
frequency reporting. Medicaid will be utilizing the new reports by July 2014.

MM S Replacement Proj ect

Nebraska's Medicaid Management Information System (MMIS) was created in 1977 and is no
longer able to meet the new demands of a rapidly changing Medicaid environment. The need for
expedient programmeatic changes and the ability to readily produce data are just two of the many
enhancements necessary to efficiently manage today's Medicaid program. Nebraska Medicaid
began an alternatives analysis process near the end of SFY 2012, examining the options for
upgrading/replacing the MMIS. With technology improvements and increased federa
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requirements over the past year, this analysis will be updated leveraging the work completed
through the MITA 3.0 State Self-Assessment process. The aternatives analysis will assist the
Division in decision making and lead to the next steps in the procurement process.

III. CONCLUSION

The Department of Health and Human Services, Division of Medicaid & Long-Term Care strives
to operate a Medicaid program which addresses the health care needs of eligible low-income
Nebraskaresidents in a cost-effective and deliberately planned manner. The number of Medicaid
eligible recipients has increased in recent years due to economic conditions. Concurrently, the
program and policies referenced in this Annual Report work to moderate the growth of Medicaid
expenditures. These policies and initiatives slow the growth of the Medicaid program and further
fiscal sustainability by making the program more efficient and more cost-effective through careful
management of services, better delivery of care, more appropriate services, and improved
administration of the program.

The Department of Health and Human Services, Division of Medicaid & Long-Term Care looks

forward to continuing to work with the Governor, the Legidature, the Medicaid Reform Council,
and stakeholders to improve Medicaid for current and future generations.
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