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March 3, 1999

Nancy-Ann Min DeParle, Administrator
Health Care Financing Administration
200 Independence Avenue, SW

Room 314-G

Washington, DC 20201

Dear Ms. DeParle,

- On behalf of the National Organizations Responding to AIDS (NORA), we

are writing to urge that you approve Maine’s request for a Medicaid 1115
waiver to grant life-extending therapies to low-income state residents infected
with HIV. We also wish to reiterate our support for a nationwide Medicaid
expansion for low-income persons with asymptomatic HIV. NORA is a
coalition of over 175 health, labor, religious and professional advocacy groups
that represent a broad consensus on HIV and AIDS-related issues policy, and
funding levels.

The Maine waiver would provide coverage for life saving medications, office
visits, laboratory tests, case management services and hospitalizations. It
would give low-income persons with HIV access to highly active retroviral
therapy (HAART) which is proven to be both a medically appropriate and cost
effective treatment. For example, a cost-benefit analysis from a New England
hospital, presented at the 12" World AIDS Conference in Geneva, found that
during the period of introduction and availability of HAART, “the total
number of patients increased, [but] overall costs remained level and cost per
patient per year decreased.” Further, Maine’s expansion proposes treatment
that is consistent with the HIV treatment guidelines issued by the Department
of Health and Human Services (HHS) recommending the use of antiretroviral
therapy early in the course of HIV infection, before the manifestation of
symptoms. Since Medicaid eligibility reqnirements are incompatible with
these clinical guidelines, the Maine waiver will take important steps to bring
as many people as possible under the HHS guidelines.

We believe that both the health benefits and cost-effectiveness of early
intervention, such as would be provided through the Maine waiver, are
convincing arguments that support approval of the Maine waiver as being in
the best interest of the government and its people. Therefore, we urge you to
support this waiver to expand Medicaid to low-income people with HIV.

Sincerely,

Advocates For Youth

“A coalition o} over 175 organizations responding to AIDS with resolve and action.”



AIDS Action

AIDS Legal Referral Panel

AIDS Nutrition Services Alliance :
AIDS Policy Center for Children, Youth and Families
American Foundation for AIDS Research
American Medical Student Association

American Public Health Association
American Public Hospital Association

American Social Health Association

Association of Nurses in AIDS Care

Center for Women Policy Studies

Committee for Children

Gay Men’s Health Crisis

HIV Managed Care Network

Human Rights Campaign

Mothers’ Voices

National Association of People with AIDS

National Association of People with AIDS

National Association of Protection and Advocacy Systems
National Association of Public Hospitals & Health Systems

National Catholic AIDS Network

National Health Care For the Homeless Council
Northern Counties Health Care, Inc.

Project Inform

The National Latina/o Lesbian, Gay, Bisexual & Transgender Organization
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Chris Jennings
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Iinternal Comments

1) Our budget neutrality principles dictate that we set a cap for Federal
expenditures for the waiver program. It does not appear that the state’s model
would set an expenditure /imit based on the state’s likely Medicaid spending in
absence of the waiver program.

2) We will require additional historical data from Maine to establish the state’'s
spending history and trends for the HIV and AIDS population in Medicaid.

3) We are concerned that the state’s ability to make this demonstration budget
neutral is based on three unsubstantiated assumptions that overstate the cost of

the non-waiver program and understate the expense of the waiver treatment:

a. Questionable assumptions about the precondition of the waiver expansion

population upon entering the waiver program. We would expect that as the
waiver matures, the proportion of newly diagnosed “asymptomatic” entrants
will be higher than the state assumes. These individuals will receive Medicaid
services under the waiver at a significant cost to the state, but would not
have become ill enough in absence of the waiver to qualify for Medicaid so
their costs cannot be included in the without-waiver baseline.

b. Understated assumptions about the access to therapy (pre-treatment) of
the waiver expansion population upon entering the waiver program. It
appears that the state assumes that none of its current asymptomatic
non-Medicaid HIV population would have access to therapies that would
slow the progression of the disease -- such as Ryan White of private
insurance. This assumption would overstate the anticipated costs to
Medicaid in absence of the waiver.

c. Optimistic assumptions about the ability of the waiver program to slow
the rate of progression of the disease once the expansion population receives

waiver treatment. Maine’'s cost model is very sensitive to its assumptions
about the probability the treatment will slow the progression of HIV to a
costlier state. We do not know at this time whether Maine’s assumptions
can be supported by scientific findings, or state experience.

From our initial review, it appears that the assumptions are overly optimistic
in projecting the success of the specific treatments offered in the waiver
program, versus its existing Medicaid program. For example, Maine assumes
100% beneficiary compliance with treatment program in the waiver -- which
is not supported with the state’s experience in its Medicaid program or HIV
literature.
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Specific Questions for the State

1) On page 8 of the application, the total cost of providing drugs and services to
Medicaid eligibles with HIV do not appear to be based on actual per member per
month spending in Maine of HIV + and individuals with AIDS. These actual costs
should be available for the Medicaid population, based on the state’s explanation of
its database on page 4.

Please provide the state’'s historical per member, per month costs (total
spending/total clients identified as HIV +/AIDS ) for the categories of ASXHIV,
SXHIV, and AIDS. Please provide the data broken down for the costs of services
and drugs for 1996 and 1997 and earlier years, if possible. If possible, please also
provide this data for those who become eligible for Medicaid by meeting the SSI
level of disability.

2) For the without-waiver probability of rates of disease progression, can Maine
document its assumptions with historical data from its Medicaid experience? If not,
how did the state determine the rates of disease progression in the without-waiver
scenario? '

3) Please provide a detailed explanation of the assumptions used to develop the
probabilities for the slower rate of disease progression in the waiver program (ie
Maine database, scientific literature).

4) Please elaborate on the assumptions made in creating the mythical cohort. In
doing so, please respond to the following:

a. How did the state establish the probability of the various states of health
of the individuals in the cohort?

b. The state assumes a certain percentage of the cohort will have access to
Medicaid at various stages of the disease. How were these assumptions
derived? '

c. What assumptions were made about the cohort’s access to private
insurance, Ryan White, out of pocket, and state-only treatments that would

slow the progression of the disease?

5) What are the state’s assumptions about the state of health of the expansion
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population when the population enters the waiver? Did the state consider the
change in distribution of the health of the entrants as the waiver progresses? (As
the demonstration progresses, we would expect that new entrants into the
demonstration are more likely to be newly diagnosed asymptomatic patients than
the cohort who enters the demonstration at the onset.)

6) What is the state’s estimate of how many individuals are HIV + or living with
AIDS in the state? What percentage is currently on Medicaid? Of those with the
disease on Medicaid, please provide the percentage of those who are
asymptomatic, symptomatic, and those with AIDS.

7) How many individuals does the state believe will access the demonstration?

8) Can the state produce a mythical cohort of comprised entirely of the expansion
population that they expect will access the waiver program. In doing this, the state
should provide its assumptions about the health of the expansion population, the
progression of the disease, and the cost under the waiver and non-waiver scenarios
through the five year waiver period.
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CENTER FOR MEDICAID AND STATE OPERATIONS
C Disabled and Elderly Health Programs Group
3 7500 Security Boulevard, Mail Stop S2-14-26
R tyan Baltimore, Maryland 21244-1850

WAYNE SMITH

ACTING DEPUTY DIRECTOR
(410)786-6762

E-mail - wsmith@hcfa.gov

February 19, 1999

Kevin Concannon
Commissioner

State of Maine

Department of Human Services
11 State House Station
Augusta, Maine 04333-0011

Dear Mr. Concannon:

We are pleased to have received Maine’s proposal for an HIV/AIDS demonstration project. You
have requested waivers under the authority of section 1115 of the Social Security Act to expand
Medicaid eligibility to individuals with HIV in order to provide them with a limited set of
Medicaid services, with the intent of slowing the progression of the disease and improving
individuals’ quality of life. The proposal has been distributed throughout the Department of
Health and Human Services for review. The purpose of this letter is to transmit to you questions
for clarification resulting from that review (see enclosure). While the number and scope of our
technical questions may seem extensive, questions of such breardth are not uncommon in the
1115 process, especially given the brevity of the State’s submission. Moreover, due to the
complexity of the issues before us, we beteve that a careful and through review is requiered.

We want to continue to work closely with you on this critical project. After you have had the
opportunity to review the enclosure, I hope that we will be able to have a teleconference in order
to discuss the questions. As I said, these are complicated issues, and I want to help make sure
that there are no misunderstandings as to the meaning of the questions. Further, we would also
like to offer you the opportunity to discuss verbally your answers prior to submission. In other
1115 projects, we have found it useful to talk through answers prior to their formal submission to
HCFA. I scincerly hope that you will take advantage of this offer.

As we are committed to processing your demonstration waiver request in an expedited manner,
we would appreciate a response to these questions by April 9, 1999. If you do not feel that you
can complete your response by this date, please let us know your anticipated completion date.
We would welcome the opportunity to meet with you to discuss your response once it has been
completed and formally submitted. '
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Once we receive your response to our questions, the additional information provided may
generate further questions, particularly in the area of budget neutrality. Although we recognize
that this process can be cumbersome, we are committed to working with you to resolve our
technical issues in a timely manner. We are currently working internally to develop viable
options in setting a budget neutrality cap that we can refine and share with you once we have had
a chance to review the additional information you provide in your response. This should be
considered the first step in continuing negotiations; however, we will do our best to move
torward quickly through the negotiation process.

[f you or your staff have any questions, please feel free to contact the project officer,
Laura Gange, on (410) 786-3395. We look forward to working with you on this demonstration
and will await your response.

Sincerely,
Wayne Smith
Enclosure
cc
S. Richardson
R. Block

Maine Review Team



DRAFT
Maine Section 1115 HIV/AIDS Demonstration
Questions for Clarication

2. Page | of the proposal states “most health insurers do not fully cover HIV/AIDS disease
and its essent1a1 package of services, most notably antiretroviral drugs”. Bl¢ase. provide:us

e

atlon that»édescrl "‘esﬁ_the in _rance 'tuatlon in N

3. Page 1 of the proposal also describes a situation in which people with AIDS become
eligible for Medicaid; their health status improves as a result of drug therapy; and then their
Medicaid ellglblllty is termmated because their health has 1mpr0ved (and presumably they

II. Requested Waivers
1. In item (a) on page 2, you have requested a waiver of section 1902(a)(10)(A) of the
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Social Security Act (the Act) to permit individuals with income up to 300% of the Federal
poverty level to access services under the demonstration. A waiver of this provision would
not provide any affirmative authority to provide Medicaid coverage to otherwise ineligible
individuals. This requested expansion of eligibility must be accomplished under the
authority of section 1115(a)(2) of the Act, which permits the Secretary to regard as
Federally-matchable those expenditures which “would not otherwise be included as
[matchable] expenditures under . . . section 1903.” Please revise your waiver request
accordingly.

2. hritems-(byand-ejoOn page 2, you have requested to waive certain provisions of title
16, specifically section 1613 and 1614 of the Act, concerning the State’s disability
regulations and resource limit regulations under the Supplemental Security Income program.
There is no authority to waive these provisions. (Note--The references to title 16 in section
1115 do not refer to title 16, the SSI program; rather, they refer to the former title 16 state
plan program, which now only applies to Guam, Puerto Rico and the U.S. Virgin Islands.)
Again, if you wish to extend Medicaid benefits to otherwise ineligible individuals, you will
have to use the section 1115(a)(2) authority. To get a fuller understanding of what you are
planning to achieve in this demonstration and ensure that you have requested all of the
necessary waivers, please explain why you believed you needed these watvers and what you
hoped to accomplish.

3. Initem (d) on page 2, you have requested a waiver of the amount, duration, and scope

requirements in section 1902(a)(10)(B) of the Act —Youstate-that-yotrarcrequested-this
watver in order to offer a limited benefit package to waiver recipients;~thereby-preetuding

the-future-tuse-of the-fil-range-of Medieatd-services™. fi

<If anvindiy

'er

4. Initem (f) on page 2, you have requested a waiver of the residency regulations in section
1902(b) of the Act to impose an eighteen-month residency requirement for all demonstration
eligibles. W. t. HEF A may not:he &:di liratignal

III.  Eligibility and Enrollment
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. Estimated number of people living with AIDS in Maine (and the proportion of these
individuals that currently rely on Medicaid);

. Estimated number of people living with HIV (symptomatlc and asymtomatic);

. Demographic characteristics 0fithe'HIV/AIDS popu e.g., gender,

race/ethn1c1ty, age, exposure category risk be a{/ior)

Ot 1'regarding;generat-charaeterizatiorrof-the socioeconomic status of people
with HIV/AIDS who are not currently Medicaid eligible

. Information.re ‘a___rd'mg the insurance profile of people with HIV/AIDS who are not

demonstratlon once the 1n1t1a1'popu ation has been selected and enrolled? Is itithe State’s

intentiofi-to Have-yeu-eenstdered-enrolling a single, initial cohort and following this cohort
through the demonstration?

3. It is not clear whether individuals who are currently eligible for Medicaid will be
enrolled in the demonstration. Page 1 implies that participants will be disenrolled from the
waiver if they become Medicaid eligible, yet page 8 refers to individuals “on Medicaid
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under the waiver”. Please clarify your intent and amend the proposal as necessary.

5 On page 4, under the first bullet in number 3, rt—dees—ne{—appe&r—thaf yott
nes pfeStﬂ‘ﬂ'pﬁeﬂ that all persons who *

«  Howwill complianée.b'e defined?

. How do you plan to assess a patient’s willingness and ability to adhere to the
prescribed HIV treatment regimen as a condition of eligibility?

. Once an individual is enrolled in the demonstration, how will pr0v1ders then foster
and ™measu ;anent adherence°

9. What steps are you planning to take to provide notice of the demonstration’s availability

to the HIV/AIDS populat10n° Hew—wrl-}—yeufeeﬁm—&nd—emekehgﬂa}eﬁemeﬂs—mfeﬂie

vide a‘Complete-ou
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11. Page 1 of the proposal also describes a situation in which people with AIDS become
eligible for Medicaid; their health status improves as a result of drug therapy; and then their
Medicaid eligibility is terminated because their health has improved (and presumably they

are no longer classified as disabled).—Pl¢ase pr
happemnglﬁMal ‘Medicaid:program’

le any, avallable d

dicdting that

IV.  Premium Structure

1. For individuals on the waiver, it appears that there is a different premium structure for
each stage of the illness. Since the amount of the premium may vary depending on the
individual's condition, please identify the period of liability for the different premium
charges What would the amount of the premium be for each stage of the illness-a

2. It is our understanding that the premiums you propose will be monthly. If this
understanding is correct, please amend Appendix B, Tables 9 and 10, to clarify this.

3. The text at the top of page 2 indicates that the premiums are adjusted by income and
disease status. Although the titles of the columns in Table 9, i.e., “Blended Premium” also
infer this, the table does not appear to reflect an adjustment in premium based on disease
status. Neither does the list of premiums on page 6. On page 8, the last paragraph of the
text states, “the premium is reduced as the stage of the illness worsens.” This would seem to
be the inverse of what should be happening if income remains constant. Please clarify.

4. In Table 10, we noted that the amounts in the three columns labeled “blended premium
Asx, blended premium symptomatic HIV, and blended premium AIDS” do not add up to the
amount in the “premium” column. Please explain the methodology you used to arrive at the
amount in the “premium” column.

V. Benefit Package

1. You are proposing to offer a benefit package consisting of (a) highly active antiretroviral
therapy (HAART); (b) other medications covered by Medicaid; (c) office visits; (d)
laboratory services; (€) case management services; and (f) hospitalizations. Please provide
further detail describing what is included in each of these service categories. In your
description, please specifically address the following:

. " What is included under office visits? For example, is a visit with a nurse covered for
purposes of patient education and drug tréatment adherence interventions? Is a
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mental health provider covered? Is the office visit restricted to an ambulatory setting
or does it include hospital-based outpatient program (e.g., Maine Medical Center’s
AIDS consultation services)?

it be determined whether or not an 1llness or condition is related 0 he person’s HIV
status and therefore if it is a covered condition?

. What laboratory tests are included in the benefit package? Will the tests only
include those for monitoring the progression of HIV or will it also include other
diagnostic tests for related conditions, such as sexually transmitted diseases or
cancer?

does thrs mclude outreach transportation and
ddherence adherenee-treatmentserviees?

. [s prevention counseling covered under any of the services categories? People with
HIV need to be counseled about practicing safe sex and not sharing needles in order
to protect others and to protect themselves from other diseases which could be
difficult to treat and could complicate the management of their HIV mfectlon Some

sexually transmitted diseases, such as

that they will transmrt HIV to others. Fmally, persons w1thmH”IV should avoid
acquiring other HIV strains Wthh could be drug resistant and comphcate their
medlcal management reventioneounsehngisgene ar AS-AH
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VI.  Service Delivery System/Provider Network

1. Fheproposal-providesno-informationabout Ple: scfib€ the current HIV/AIDS
services delivery system in the State and the patlents it serves. What is the general
configuration of Ryan White-supported providers (e.g., types of providers, services offered)
as well as the AIDS Drug Assistance Program, and the characteristics of the clients they
serve? Where do low-income people with HIV/AIDS who do not qualify for Medicaid

currently recetve thelr care7—SmeeﬂHs—hkePy—fh&Hﬂaﬂy—eH1ese1ﬂthdﬂ&}s—er—eem+&ufe

2. Please describe the provider network that typically serves people with HIV/AIDS who
are covered by Medicaid. Will the existing Medicaid provider network, however
configured, be adequate to serve the expanded patient population?

3. On page 1, the proposal refers to an “assigned waiver program provider.” Would this be
a primary care provider? What is the anticipated array of participating providers (e.g., their
qualifications, training requirements, expertise, types of services offered)? How will the
State assure that participating providers have experience in treating HIV disease and
managing the complex treatment regimen required?

4. Please describe the criteria for identifying and assigning HIV-experienced providers to
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beneficiaries.

5. How will participating providers be reimbursed? How will you identify and contract with
providers of other services (e.g., specialists, laboratory, hospitals)?

Regional Office should know the answer to questlons about the State’s Medlcald managed
care program|

VII. Cost Model/Budget Neutrality
1 On pag.,,e 8 of the appllcatlon the total cost of providing drugs and services to peopl€ with

per month spendmg in Mame for people with HIV and AIDS ef HFV-+and-individuats-with
expect these actual costs data should be available for the Medicaid
population, based on the state’s expléinatlon of its database on page four. Please provide
historical per member, per month costs (total spending/total clients identified as HIV+/AIDS
) for the categorles of asymptomatlc HIV symptomatlc HIV and AIDS Please provide
data*for bot '
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. If possible, please also
prov1de th1s data by ellggl;)lllty categ_" ry;.;such that fef those who become eligible for
Medicaid by meeting the SSI level of dlsab111ty are clearly distinguished.

2. For the §without-waiver’] probability of rates of disease progression, can you explain
deeument your assumptlons with historical data from your Medicaid experience? If not,
how did you determine the rates of disease progression in the “without-waiver? scenario?

3. You refer to using data from current literature and the clinical experience of Maine
physicians in developing your assumptions for the transitional probability model. Please
provide further information on these data sources (e.g., current literature citations, reports of
Maine clinical experience) and any other data sources that were used in developing your
assumptions. Please provide a detailed explanation of the assumptions used to develop the
probabilities for the slower rate of progression in the waiver program.

4. Please elaborate on the assumptions made in creating the hypothetical cohort. In doing
so, please respond to the following qu :

a. How did you establish the probability of the various states of health of the
individuals in the cohort?

b. You have assumed that a certain percentage of the cohort will have access to
Medicaid at various stages of the disease. How were these assumptions derived?

c. What assumptions were made about the cohort’s access to private insurance,

> model shows only a $100 cost difference for non-drug treatment between
¢ HIV category and the AIDS category. Why is there so little difference in
oetween these two groups?
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58. —Heaseexpl-am—why Your cost model appears )
in Medicaid; v :

wﬁherut—thewa&vef?lfu

is receiving HAART.
1S -assumpfuoq?

Just as a baby s first year begms at age 0 (and not age 1), the
waiver costs for the ﬁrst perlod start at point 0 and not point 1. By calculating the cost at
point 1 instead of point 0, the model is, in effect, using the 2nd through 11th semi annual
perlods 1nstead of the ﬁrst 10 semi annual periods, 1-10. Please; '

+5FL. How are the costs for dual eligibles entitled to both Medicare and Medicaid being
handled in the cost model?

on page 5]

+712. Page 10 contains an error in the “non-waiver cost” column. The total of the three
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numbers add up to $10,239,588, not $10,207,907 as reported. Please verify the correctness
of these figures, and revise as necessary.

+813. Please provide a narrative explaining Table 4 on page 8.

1914. Please define “residential care” and “miscellaneous” categories of service in Table 1
on page 3. Where do these services fit in Appendix C, pages C-1 and C-2?.

VIII. Miscellaneous

1. Public involvement is a critical part of any 1115 demonstration project. In your cover
letter, you indicated that members of the community (e.g., providers, advocates, consumers)
were involved in the development of this demonstration proposal. Please describe the
groups that have been participating and what their involvement has been. Are they
supportive of the proposal?

ortland Public Health
their-actiities

antlcl pated9—Hﬁw—er—thes&twe-pregfams—wefk—tegefherﬂ

43. Assuring that enrollees are receiving quality care will obviously be of utmost
importance, especially given the focus on HAART therapy. The proposal at this point does
not address the development of quality assurance. What clinical standards will be used to
assess quality (e.g., PHS guidelines for the use of antiretroviral therapies)? How will these
standards be disseminated to providers? Will training be available?

54. Does the State intend to complete a civil rights assurance affirming that it will comply
with all applicable Federal civil rights laws (such as Title VI of the Civil Rights Act of
1964: Section 504 of the Rehabilitation Act of 1973; the Americans with Disabilities Act of
1990, etc.) in the conduct of its program?

65. On page 6, what is meant by “pharmaceutical participation”?. Do you intend to obtain
discounts from pharmaceutical companies for the drugs covered by the demonstration
program? If so, will this discount be applled across the board or only to those enrolled in
thedemonstrat10n’7 Atre-ag -pharmaeettieal-compante
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+i3
coordmate serv1ces

10. Page 1 of the proposal states “most health insurers do not fully cover HIV/AIDS dlsease and
1ts essentlal package of serv1ces most notably ant1retrov1ral drugs th-any
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HEALTH CARE FINANCING ADMINISTRATION

sy,
’-f CENTER FOR MEDICAID AND STATE OPERATIONS
i Disabled and Elderly Health Programs Group
* Division of Integrated Health Systems
A 7500 Security Boulevard, Mail Stop $2-14-26
Baltimore, Maryland 21244-1850
WAYNE SMITH
DIRECTOR
(410)786-6762
E-mail - wemith@hcfa gov
DATE: November 12, 1998

FROM: Wayne Smith, Director \Dc»@» ST~ Jo e
SUBJECT: Maine’s 1115 HIV/AIDS Demonstration Waiver Request--ACTION

TO: See Below

The State of Maine has submitted to the Health Care Financing Administration (HCFA) a request
for Section 1115 demonstration waivers to implement a health care demonstration model for
persons with HIV/AIDS. The Project Officer for the demonstration is Laura Gange who can be
reached at (410) 786-3395. Your comments and questions should be identified and sent to the
attention of the Project Officer by Friday, December 4, 1998. After we receive the comments, we
will arrange for an informative conference call meeting before HCFA's responses are forwarded
to the State. Because of this, we would especially appreciate your timely response to this request.

Information should be mailed to the following address: ’
' e =) next

HCFA/CMSO/DEHPG/DIHS Mﬂ/& .

Attention: Laura Gange l A

S2-14.26 wLe t
7500 Security Boulevard ‘ 20 b

Baltimore, Maryland 21244-1850 L=

Comments can also be sent electronically via facsimile to (410) 786-9004 via internal HCFA
e-mail to Igange, or through the Internet to lgange@HCFA GOV.
[3

Thank fort your expedient review of the attached material. ‘ —D/ o dwg? PL
Atachnent @dowt'al¢9wa E}@V&w 4
ttachmen
- P 7 SO ,,
Nomtﬁmi . "
hore We Wwade @Aeal? (0o,

G Vveest cancer y<. ADS 2

Cese,— VP e
@.m\’ A?/rut\ng il
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Addressees:

Sally Richardson, CMSO
Rachel Block, CMSO
David Cade, FCHP
Jerome Jackson, FCHP/BCP
. Joe Dunne, FCHP/EEQ
Lloyd Bishop, IGTA

Tom Lenz, PCP

Trish MacTaggart, QPM
Kathy King, OA

Robert Jaye, OGC
Donald Johnson, OL

John Klemm, OSP/AHCA
Armn Verano, Press Office
John Eisenberg, AHCPR
Richard Tarplin, ASL
John Callahan, ASMB
Gary Claxton, ASPE

Bob Williams, ASPE

Earl Fox, HRSA

Michael Trujillo, MD., THS
Kate Gottfried, ODP/HP
Jason McManigal, OIA
David Smith, OS/0SG
Nelba Chavez, SAMHSA
Larry Gorban, Veteran Affairs -
Mark Miller, OMB
Marcella Haynes, OCR
Jeanie Reading, PCP¥
Larry Reed, FCHP/BCP*
Ron Preston, Boston RO*
Irv Rich, Boston RO*
Tonya Ehrmann, OL*
Sean Donchue, OS/ES*
Gavin Kennedy, ASPE*

*indicates the most recent distribution list

[@003/029
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STATE OF MAINE
DEPARTMENT OF HUMAN SERVICES

1
11 STATE HOUSE STATION NOV 9 RECD
AUGUSTA, MAINE
04333.0011
ANGUE 5. KING, JR, - KEVIN W, CONCANNON
GOVERNOR - COMMISSIDNER
October 30, 1998

Wayne Smith, Ph.D., Director

Division of Integrated Health Systems
Disabled & Elderly Health Programs Group
Mail Stop S2-11-07

7500 Security Boulevard

Baltimore, MD 21244-1850

Dear Dr. Smith:

The Maine Department of Human Services is pleased to submit our proposal for an HIV/AIDS
demonstration project. This project will show the feasibility of managing HIV/AIDS disease in an
integrated cost contained method by limiting benefits to a circumscribed essential package of
services which will delay, prevent or even reverse the progress of this deadly disease. The project
will require waivers under Title XIX, Section 1115 of the Social Security Act, as descnbed in the
application.

This HIV/AIDS waiver proposal is the product of over eighteen months or research, analysis, and
planning and it incorporates ideas from consumers, providers, advocates and the Maine Department
of Human Services. The design reflects conditions unique to Maine, and recognizes the critical
needs of the individuals to be assisted. The Maine Health Research Institute at the University of
Maine, Farmington has developed a model which shows this to be cost effective to the Medicaid
Program and beneficial to the population to be served. The proposal indicates that cost neutrality
will be achieved in the first five years of the project, and that even greater savings of resources and
Jives would be ralized in the second five years. Further, we believe this waiver would affect
substantial cost savings to many other federal programs, such as, but not limited to SSI.

We appreciate the Health Care Financing Administration’s assistance, guidance and other support of
Maine’s efforts in developing this demonstration project. My staff stands ready to work with
HCFA’s staff, both regjonally and at the Central Office, in clarifying, completing, and
implementing this project.

Sincerely:

Ko (0 Comconeen

Kevin W. Concannon
Comrnissioner

cc:  Francis Finnegan, Director , Bureau of Medical Services

FEINTED ON RECVCLED PAFER
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Overview of Waiver

Introduction. The 1115 demonstration project for Maine, described in this
application, is designed to overcome the current obstacles in the Medicaid Program
that provides barriers to Maine residents in accessing drug therapies that are proven
to prevent the progression of HIV disease and AIDS disease

. The Need for the Maine HIV/AIDS Waiver. The drug therapies are very costly

and most health insurers do not fully cover HIV/AIDS disease and its e3sential
package of services, most notably antiretroviral drugs. Without financial assistance,
people who require these drugs can not obtain the drug therapy treatment necessary
for the control of this progressive disease. There is no debate that HTIV/AIDS disease
is progressive to the point of death in a relatively short time, usually less than ten
years without treatment. Under current regulations an adult individual would not be
eligible for Medicaid until they were found to be disabled under the Social Security
Administration guidelines. This process leads to people becoming Medicaid eligible
for short periods of time after their HIV disease deteriorates into AIDS discase, and
after then after the prescribed treatménts and medications improve their health their
Medicaid eligibility is terminated. After a brief time, the client re-enters the
Medicaid eligibility pool at a higher cost due to the discontinuation of the optimal
drug therapy while ineligible for Medicaid. Most chronic illnesses when not treated
in the optimal way would not result in an assurance of death, however, the critical
problem when dealing with HIV disease is that when left untreated HIV disease
progresses to AIDS disease and then to death. The only uncertainty is the time factor
involved in completing the (:ycle

Eligibles Included in the Waiver. All persons who have been diagnosed with HIV
disease will be eligible for participation in the demonstration project when: (a) their
gross family income is less than or equal to 300% of the federal poverty guidelines
(FPL); (b) they have resided in Maine for at least 18 months; and (c) they agree to
comply fully with the course of treatment prescribed by their assigned waiver
program provider, including but not limited to viral load tests and Highly Active

Antiretroviral Therapy (HAART). If a waiver participant becomes eligible for

Medicaid, they would be disenrolled from the waiver program and continue
treatmerit utilizing the medical benefits of the Medicaid Program.

Circumscribed HIV/AIDS Waiver Benefits Package. The waiver program will
provide a circumscribed essential package of services that includes: (a) highly active
- anti-retroviral therapy (HAART); (b) other medications covered by Medicaid; (c)
office visits; (d) laboratory tests for monitoring; (€) case management services; and
(f) hospitalizations. This benefits package is designed to delay, prevent or even
reverse the progress of this deadly disease, and be cost neutral or cost beneficial
within five years.
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Preminms for Participation in HYV/ATDS Waiver. The monthly premiums are on
a sliding scale according to income and further adjusted as an individual progresses
to a more advanced level of illness. The premiums are also adjusted each year for.
inflation so that proportionately the premium cost share remains constant with the
increase of the costs of drugs due to inflation. The blended premium structure is
shown in Appendix B, Tables 9 and 10.

Regulatory Waivers Requested. Maine has determined that the following six
separate regulatory areas require waivers to implement this demonstration program:

(a) income eligibility regulations in Section 1902 (a)(10)(A), to permit individuals
with income up to 300% of the Federal poverty level to access services;

(b) disability regulations located in Section 1614 of the Social Security Act, to
permit those with HIV disease to access combination therapies so they will not
progress to AIDS disease; -

(¢) state’s resource limit regulations in Section 1613 and 1614 of the Social
Security Act, to permit those with HIV/AIDS disease to access combination
therapies regardless of resources and will pot cause individuals to delay
initiation of treatment due to fear of exhausting their resources;

(d) amount, duration, and scope regulations located at Section 1902 (a)(10)(B) of
the Social Security Act so that waiver recipients can access the smaller package
of waiver services, thereby precluding the future use of the full range of
Medicaid services;

(e) freedom of choice regulations located in Section 1902(a)(23) of the Social
Security Act, to restrict choice by limiting the provider pool to those providers
that the Department deems acceptable for delivery of the waiver services;

() residency regulations located in Section 1902 (b) of the Social Security Act, to
impede residents of other states from moving to Maine to access services not
available in their home state. Individuals who have not resided in the State for
eighteen months will be prohibited from gaining eligibility to the waiver
program. Maine expects to file an amendment to the waiver, that eliminates
this restriction, after other states implement similar programs. This waiver
allows the State the flexibility of moving individuals in the waiver program to
Medicaid when eligible. Otherwise, the waiver would have to be limited to a
fixed number of eligible individuals to preclude the migration of individuals
from other states. This scenario makes movement between Medicaid and the
waiver program administratively burdensome and less stable, which would
create resistance from persons with HIV/AIDS disease in accessing the critical
services necessary for treatment of their disease.
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Method of Design

A cost model has been developed that mcorporates the disease stafes in estimating the
cost of care for individuals in each state and the ume individuals will spend in each state.
The model utilizes two sets of parameters, one ifor those under the waiver program and
the other for a similar group under the non-waiver program. The results show that the
waiver program will be cost neutral within five years. .

Cost Model

1. Clinica] Classification. Patients were identified as HIV positive based on either
a clinical diagnosis provided as part of a Medicaid claim or a pattern. of use of
anti-retroviral therapy over a period of at least several months. Cases o@

posts

rm use of antirefr agents were excluded because of the possibility
—exposure drug prophylaxis. )
0 '

Once identified as HIV positive, patients were stratified as having asymptomatic
HIV infection (ASxHIV), symptomatic HIV infection (SxHIV), or AIDS based on
diagnoses provided on claims and the lpattern of clinical use of services and
medications. In particular, ongoing. treatment for -apparent opportunistic
infections was considered a marker for AIDS.

2. Cost of Care. The costs of care were developed using a traditional actuarial
model for monthly costs of care. This:model uses a grid su-aﬁfying care into
various categories with a utilization assumption and a unit cost assumption for
each category. Care was categorized into drugs and medical services. Drug costs
were categorized as retroviral drugs, anti-infective drugs, and other drugs. Table

1 lists the 12 categories of service that were used in the model.

Routine Office Visits

Office Visits for Complications and s1de effects

Laboratory HIV Monitoring

Laboratory Other

Hospitalizations

Case Management/Social Work

Residential Care

Allied Health

Home Health

Miscellaneous

Nursing Home

Psychological/Substance Abuse

Table 1 Categories of Service
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The Maine Medicaid databases were used to:

o Identify HIV infected patients, '

e Develop an HIV patient Medicaid client file including Medicaid coverage

 dates during 1996 and 1997 |

¢ Identify all medical services and prescriptions provided to those clients during
four semi-annual periods from January 1, 1996 through December 31, 1997.

e Categorize drug and medical service claims using the above grid, and develop
an average unit cost and monthly utilization for each category.

To develop the expected costs of the proposed Waiver program, unit costs were
generally derived directly from the Medicaid database. Monthly utilization by
Medicaid clients was reviewed and adjusted to allow for “best practice” medical

care under a Waiver program. For example, actnal utilization of anti-retroviral
drugs among the HIV-infected Maine Medicaid clients is far from the ideal of all ¢
clients taking HAART therapy. Therefore, the utilization assumption for anti- ad' e
retroviral drugs was adjusted to allow for 100% compliance with optimal drug =~ 4 nakd
therapy. Likewise, the cost and utilization assumptions for HIV viral monitoring /j
were adjusted to allow for frequent monitoring of viral loads. In order to model a >
“non-Waiver program” alternative, both cost and utilization data was taken
directly from averages developed from the Medicaid databases.

Parameters Kor The Waiver and Non-waiver rams. Both the waiver and
the non-waiver programs begin with an initial cohort of 100 individuals.
The original cohort are assumed to enter either program at various stages of the
illness. After close consultation with the primary care providers for people with
HIV/AIDS disease in Maine, it was determined from their actual clinical cases the
assumptions for the model initially is that 45% are¢ ASxHIV, 35% are SxHIV and
20% have AIDS. In each program, based on separate transitional probabilities,
some of the original cohort will transition to having SxHIV, or AIDS, and a few
will die. The tansitional probabilities are based on a Markov transitional
probability model. The resulting transitional probabilities for the waiver and non-
waiver programs are shown in Tables 2 and 3 respectively.

e For the individuals in both programs, the model assumes, based on the same
clinical studies cited above, that 10% of those who are ASxHIV and 50% of - +he ) wsrh

6 oy b+ - those who are SxHIV are Medicaid eligible. All individuals who contract ~ S¢ 7 ’

NI NG

AIDS will become Medicaid eligible. (o AV
A o{;\;‘:ﬁ - S
e The services for the waiver option include the following categories:
drugs/medications, office visits, laboratory, case management/social services
and hospitalizations. For cost purpose, these were combined into three cost
categories: (1) anti-retroviral drugs; (2) non anti-retroviral drugs; and (3)
service
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= The no waiver option lists all services currently covered by Medicaid:
Drugs/Medications, Office Visits, Laboratory, Hospitalizations, Case
Management/Social Service, Residential Care, Allied Health, Home Health,

Miscellaneous, Nursing Home, and Psychological/Substance.

—
.
v
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Markov Transitional Probability Model. The medical literature has f0cused on / Y R
the Markov fundamental matrix model to estimate the average number of cycles

an individual spends in a non-absorbing state before transitioning into the next

state. In this model, the absorbing (final) state is death. Transitional probabilities

are assigned to each state to establish the Markov model for the waiver (Table 2)

and the non-waiver (Table 3). This model does not include reversions, because the

probability of remaining in a current state is so high that the small probability of

reversion would not significantly affect the results. The transitional probabilities

that we use in our model are based on current literature and the clinical experience

of physicians in Maine treating patients with the HIV disease.

Waiver
Asx HIV | SxHIV | AIDS | Death
Asx HIV 0.98 0.015] 0.005 0
Sx HIV 0 0.98| 0.015] 0.00%5
AIDS 0 0j 0.98 0.02
Death D 0 0 1 .

Téble 2. Markov Model for the Waiver.

No Waiver |
Asx HIV| SxHIV AIDS Death
0.85 Q.11 0.04 Q
o 0.91 0.08 0.01
0 0 0.98 0.02
0 0 0 1

" Table 3. Markov Model for the Non-Waiver

Some of the literature has stratified the HIV disease into four states based upon
CD4* cell count of: >500, 201-500, 51-200, <50 cells/mm’ . Other sources used
three states which we also used in our model. We have classified HIV into three
states: Asymptomatic HIV (Asx HIV); Symptomatic HIV (Sx HIV); and AIDS.

We have generally collapsed 51-200 and <50 cells/mm’® into the AIDS category;
201-500 into Sx HIV; and >500 into Asx HIV. Our actual assignment of
individuals was based upon a review of their medical status from the Medicaid
claims data base.
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5. Additional Parameters.

a. Probability Of HIV Patient Being On Medicaid

Probability of Asx HIV patient being on Medicaid - 10%

[ ]
» Probability of Sx HIV patient being on Medicaid 50%
e Probability of AIDS patient being on Medicaid . 100%

" b. Inflation Rates

o Inflation rate of cost of Anti Retroviral Drugs (i,,) 3%
¢ Inflation rate of cost of Other Drugs (i) 3%
e Inflation rate of cost of Medical Services (i) 6%

c. Pharmaceutical Participation - /, L/M?

e Aids drug 18%
e Other drugs 18%
e Additional Anti-Retroviral Participation 13%

d. Third Party Liability (TPL)

Medicaid Population TPL,,,, 1%
Non-Medicaid Waiver Population TPL,, 8.5%

¢. Monthly Premiums

» People with incomes 250 — 300% of FPL $80
o Peqple with incomes 200 - 250% of FPL $40
o People with incomes 150 — 200% of FPL $20
* People withincomes = < 150% of FPL 0

Monthly premiums are adjusted to take into consideration the fact that as an
individual’s condition worsens, his or her ability to pay decreases. For those on
the waiver, therc is a different premium structure for each stage of the illness.
Individuals who are on Medicaid do not pay a premium. The blended premium
structure is shown in Tables 9 and 10 of Appendix B (Page B-4)

A detailed list of notations is given in Appendix A.

D. Data Sources

1. Drug Claims. Population drug claims data set for 1996 and 1997, where
n=31390, were chosen based on the following variables: client, prescription date,
drug description, and paid amount. This variable reflects 90% of charges.
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2. Serviee Claims. The Service claims data set for 1996 and 1997, where n=25138,
were chosen based on the following variables: client, service start date, category
- of service, paid amount and TCN. '

3. Category of Service: There was a category of -services (COS) mapping
(Appendix C) whereby 65 Medicaid COS costs were calculated separately and
then subsequently collapsed into broader categories classified as: Office Visits,
Laboratory, Hospitalizations, Case Management/Social Service, Residential Care,
Allied Health, Home Health, Miscellaneous, Nursing Home and
Psychological/Substance. These individual cost categories were calculated and
collapsed into one category called Services.

4, Druog Codes. The drug code types were classified into 5 categories: Anti-
retrovirals, Anti- infectives, Psychological, Pain medications and Miscellaneous
. where n=247. The costs for the first category formed the Anti-retroviral category

cost, and the costs for the last four formed the non anti-retroviral category cost.

All the data sets that include the drug claims data set, service claims data set, COS -

mapping data set, and drug code type data sets were collapsed into the Total costs by
patient file.

Cost Calcnlations Method
In order to compare the cost of the waiver program to the non-waiver program, the costs

are calculated separately for an original cohort of 100 who begin on the waiver program
and for a separate group of 100 who are on the non-waiver program.

1. General Cost Components For Each Of The Levels Of The Illness.
a. Number of Individuals

e The number of individuals (N,) from the original cohort who are at a
particular time period and at a particular stage of the illness (based upon the
Markov model).

b. Probabilities
e The probability that an individual on the waiver will remain on the waiver

(Py,) and the probability that a person on the waiver will go onto the non-
waiver Medicaid program (Pyy,)
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¢. Costs

s For those remaining on the waiver, the separate six-month costs include: the
anti-retroviral drugs (CARy); non anti-retroviral dmgs (CNARy); and services
(CSER,), each adjusted for inflation. These costs include all shared
participation by the pharmaceutical companies, and the third party liability
(TPL,,) for those on the Waiver program.

e For those moving from the waiver to the Non-Waiver (Medicaid) program, the
separate six-month costs include: the anti-retroviral drugs (CARyy,); non anti-
retroviral drugs (CNARyy); and services (CSERyy), each adjusted for
inflation. These costs include all shared participation by the pharmaceutical
companies, and the third party liability (TPLyy,) for those transitioning to the
Non-Waiver program.

WAIVER NON-MEDICAID WAIVER MEDICAID

ASxHIV SxHIV ASxHIV SxHIV AIDS
CARw 3 506 § 698 $ 645] 3 7561 § 784
CNARy [$ 81 & 123 $ - 871 $ 133 $ 421
CSERy |9 242 $ 340 $ 499 $ 1,275 §$ 1,360
NON-WAIVER
MEDICAID
ASxHIV | SxHIV AIDS
CARw 19 766 $§ 898] $ 932
CNARww | $ 87 $ 133] § 421
CSERww | $ 499] $§ 1275 & 1,360

Table 4. Costs for Waiver and Non-Waiver Programs.

~ The cost difference between those on Medicaid under the waiver and those on
- Medicaid not on the waiver occurs because of the cost savings for anti-retroviral
drugs under the waiver.

F. Premiums and Monthly Costs

|

Pro-rated Premium (PRM,,). The pro-rated premium is paid by the individual
on the waiver program. The premium is reduced as the stage of the illness
worsens. Cost figures are based on actual Medicaid data for the years 1996 and
1997. Costs are calculated on six-month time periods. The five-year span of the
calculations includes 10 time periods.
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" a. Costof Drugs Per Month

10/98

The cost per month is the cost per unit times the number of units per month.
(CPU*UPM)

b. Cost Per Unit (CPU)

The cost per unit is the actual Medicaid cost of the unit. In the case of both
anti-retroviral and non anti-retroviral drugs, the unit is usually a prescription.
The cost per unit of medication is the cost of the unit before participation by
the - pharmaceutical companies. D N

T b.. / MJ

c. Units Per Month (UMP) e

In the case of both anti-retroviral and non anti-retroviral drugs, the unit is
usually a prescription, and the number of units per month is determined by
first finding the average drug dosage for the number of days prescribed by

_ utilizing all of the Medicaid individuals involved and then converting this to a
monthly figure.

d. Cost of Services Per Month
An average monthly cost by drug category was calculated as follows: Total of
6 month costs divided by the number of days of service = average daily cost
(ADC). ADC*365/12=Average Monthly Cost per client for therapy by
various classifications.

Detailed Cost Calculations for the model are shown in Appendix B

G. Analytical Results

1. - The waiver program is cost beneficial to the Medicaid program

Total 5-year costs under the waiver program and under the non-waiver program
show that the total cost under the waiver program is $10,157,131 while the total

. costs with the non-waiver program are $10,207,907. The cost difference is
$50,776 less for the waiver program than for the non-waiver program.

The five-year total cost for each stage of the illness is calculated by finding the
cumulative cost over the five years. The cumulative costs for each stage are thien
added to find the total five-year cost.
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TOTAL 5-YEAR Waiver Non-Waiver
COSTS

ASXHIV ' 2,485,076 181,454]
SxHIV 3,881,138 2,742,307
AIDS "~ 3,810,917 7,315,827
TOTAL 10,157,131 10,207,907
Difference (50,776)|Cost Beneficial

Table 5. Five-Year Cost Waiver Program and Non-Waiver Medicaid Program

The total 5-year costs utilizing six-month intervals are also illustrated in Figure 1.
The waiver program is cost beneficial prior to interval 10.
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Figure 1. The Total Five-Year Costs.
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Lower Mortality Rate. The number of individuals who are alive and who do not
bave AIDS is dramatically greater with the waiver program. At the end of 5
years, under the waiver, of the original 40 who were ASxHIV, 37 still remained
ASxHIV, while for the non-waiver cohort of 40 who were ASXHIV, only 9 still
remained ASxXHIV as can be seen in Table 6. Under the waiver, 34 would be
SxHIV compared to 30 under the non-waiver, In addition, under the waiver, 23
would be living with AIDS, compared with 51 who would be living with AIDS
under the non-waiver. Furthermore, under the waiver program, 6 individuals
would have died from AIDS, while under the non-waiver option, 11 would have
died.

TOTAL 5-YEAR Waiver Non-Waiver

ASxXHIV

37 g
SxHIV

34 30
AIDS

23 51
DEATHS

6 11| .

Table 6. Five Year Results: Waiver vs. Non- Waiver

The ten-year figures are even more dramatic. As can be seen in Table 7, of the
original cohort of 100 individuals under the waiver, 30 are still Asx HIV, while
only 2 individuals remain ASXHIV under the non-waiver program. For those on
the waiver, 33 have Sx HIV; while on the non-waiver there are 15. In addition,
with the waiver, 25 have AIDS compared to 59 under the non-waiver. And, at the
end of 10 years, under the waiver, 12 have died, compared to 24 individuals who
have died under the non-waiver.

TOTAL 10-YEAR Waiver Non-Waiver

ASxHIV

30 2
SxHIV :

33| . 15
AIDS

_ 25 59

DEATHS

12 24

Tablé 7. Ten Year Results: Waivér vs. Non-Waiver

11
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The comparisons of the ten-year death rates for the waiver and non-waiver
programs are clearly illustrated in Figure 2.

1.

2.

Figure 2. Ten Year Results: Waiver vs. Non-Waiver
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CAR,,
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A LIST OF ANNOTATIONS

Cost per month

Cost per unit

Cost of anti-retroviral drugs for those on the waiver

Cost of non anti-retroviral drugs for those on the waiver

Cost of services for those on the waiver

Cost of anti-retroviral drugs for those on the non-waiver program
Cost of non anti-retroviral drugs for those on the non-waiver program
Cost of services for those on the non-waiver program

Inflation Percentages

-
1'IIEII'

Laey

Percent of inflation for anti-retroviral drugs
Percent of inflation for non anti-retroviral drugs
Percent of inflation for services

Probabilities

Pw-s

PN\V-B

PW-AS:
PW-S:
Py.ams
PNW-Asx '
PNW'SX

P NW-AIDS

Other
ASxHIV
SxHIV
UPM
N,
TPL,,
TPLyw
PRM,,
COS

Probability of being on the waiver program for a stage of the illness
Probability of being on the non-waiver Medicaid program for a stage of
the illness

Probability of being on the waiver and having asymptomatic HIV
Probability of being on the waiver and having symptomatic HIV
Probability of being on the waiver and having AIDS

Probability of being on the non-waiver and having asymptomatic HIV
Probability of being on the non-waiver and having symptomatic HIV
Probability of being on the non-waiver and having AIDS

Asymptomatic HTV
Symptomatic HIV

+ Units per month

Number at a given time period and stage

Third party liability for those on the waiver

Third party liability for those on the non-waiver program
Premiums for those on the waiver program

Category of service

A-1
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APPENDIX B COST CALCULATIONS

Detailed calculations of detemnmng costs for both the waiver and non-waiver programs

is given in this appendix.

Note: The numbers used in the examples are rounded to the nearest whole value
while, for purpose of calculation, the numbers in the spread sheet are not
rounded. As a result, the calculated results in the examples do not exactly
match the calculated results from the spread sheet. The results from the
spread sheet were used as the final result in the examples.

Steps with Examples for calculating costs under the waiver program for individuals at a
particular time period and stage of the illness.

Step 1 In calculating the waiver cost, the first step is to calculate the number of
individuals from the original cohort who are at a-particular stage of the illness
based upon the transitional probability model (Table 2).

The number of individuals in the current six-month time period at a particular
stage of the illness (N,) is calculated using the number of individuals from
the previous time period in each of the illness multiplied by the transitional
probability that they will move to the current level of the illness.

Example: We want to calculate the number of individuals at the Symptomatic HIV
(SXHIV) stage of illness for the last six months of year five. This is time
period 10. We look to the previous time period (period 9). As can be seen in
Table 8, at time period 9, there are 38 individuals who are A-symptomatic
HIV (ASxHIV) and 34 who are Symptomatic HIV (SxHIV).

Waiver | ]
Total Patients
Period [Asx HIV Sx HIV AIDS Dead
_ Waiver Waiver
0 45 35 20 -
1 44 35 20 1
2 43 35 21 1
3 - 42 35 21 2
4 42 35 21 2
5 41 35} .22 3
6 40 35 22 4
7 39 35 22 4
8 38 22 . 5
9 S BE?E«’W £ 23 5
10 37 m@g 23 6

Table 8. Probability Distribution of Waiver Cohort.
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Based on the Markov model, the probability that a person will transition from ASxHIV to
SxHIV is 1.5% (.015). The probability that a person who is SXHIV will remain SxHIV is
98% (.98).

The number of people who are SxHIV at the 10 period is:
38* 015+34*.98=34

Step 2 The second step is to determine the probability that individuals on the waiver
will remain on the waiver (Py,) and the probability that individuals on the
waiver will go onto the non-waiver Medicaid program (Pyw) for each level of
the illness (Pw.asx > Pw.sx » Pwamss 204 Pywase 5 Puwss 5 Puwoams) These
probabilities multiplied by the monthly cost of the level of illness, Steps 3
and 4, determine the basic monthly costs of the waiver program.

Example: For each time period, the model assumes that of the original cohort on the
waiver, 10% of those who are ASxHIV, 50% who are SxHIV and all of
those who contract AIDS will transition to the non-waiver Medicaid
program. Based on these percentages, the resulting probabilities are: (Py_asc =
.90, Py, =.50, Py ams= 0, Pxwas = - 10, Prw.s = .50, and  Pyyrams = 1.0)

Step 3 The third step is to calculate the monthly waiver costs for each of the cost
- categories adjusted for inflation. [Anti-retroviral drugs (CARy), Non Anti-
retroviral drugs (CNARy,), and Services (CSERy,)]. For those on the waiver,
these costs are determined by taking the average billed costs for each cost
category and for each stage of the illness and then adjusting them for shared
participation by the pharmaceutical companies and for third party liability
coverage (TPLy,). These adjusted costs are the cost per month (CPM) for

each category multiplied by 6.

Example: The cost in each category is found by multiplying the units per month (UPM)
times the cost per unit (CPU), times the percent of cost after pharmaceutical
participation, times the percent of cost after third party liability coverage. The
formula is:

UPM * CPU * ( % after pharmaceutical participation) * (% after TPL)

For example, for someone who is on the waiver with SxHIV, the actual
figures used in the model for CARy, are: 3.75 * 295 * 69% * 91.5% = 698.
The costs for the other categories are determined in a similar manner, by first
finding the separate costs for each component of the category and adding
these separate costs. The resulting monthly costs are:

Waiver: CAR,, = $698 CNAR, =$123  CSER,, = $340
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Non-Waiver:  CARyy =3898 CNARw =9$133 CSER,y =$1275

Step 4 Step 4 combines steps 1- 3 to determine the basic monthly cost of the waiver
program for a particular period and stage of the illness. Step 1 is the number
~ of individuals at a particular period and stage of illness (N,). Step 2 is the
proportion of these individuals who will incur the separate costs associated

with the formulas in Steps 3 and 4. '

6% N, * Py,.* [CAR, * (1+1,/2)'+ CNARy, * (I+i,, /2)'+ CSERy, * (I+i,,
/2)' + 6 * Ny, [CARww * (1H,, /2)' + CNARyy * (1%#ing /2)' + CSERyy *
1+, /2)']

Example: The example continues with determining the six-month cost for the time
period (t = 10) for all individuals who began on the waiver program, are
currently SxHIV, and who remain on. the waiver program.

For each of the cost categories, the inflation rate is determined from historical
Medicaid data and professional judgment. The inflation rates used are: Anti-
retroviral drugs, 3%; non anti-retroviral drugs, 3%; and services, 6%
compounded semi-annually. '

6% 34 % .50 %[ 698 * (1+.03/2)"° + 123 * (1+.03/2)'° + 340 * (1+.06/2)'° +
6% 34 * [.50 * 898 * (1+.03/2)"° + 133 * (1+.03/2) + 1275 * (1+.06/2)° ] =
$426,473 '

" Step § The fifth step is to determine the amount of the blended premium which will
be paid by the individuals on the waiver. The blended monthly premium is
pro-rated based upon the level of income above the poverty level and the
stage of illness that the individual is in . This blended monthly premium is
adjusted for inflation by compounding at 5% annually. The model assumes
an equal distribution of waiver individuals among the four income levels with
25% at each level. '
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Income as a| |Percent | Premium [Percent of |Blended |Percent of|Blended |Percent |[Blended
Percent of ||Premium Waiver Premium [Waiver |Premium [of Waiver |Premium
Poverty Population |HIV-Asx (Populatio [Sx HIV |Populatio {AIDS
ASx HIV ' In Sx HIV n AIDS
<150% 0%l $ - 0.25| $ - 38% $ 50%| $ -
150-200% 25%| $ 20.00 025 $ 5.00 25% $ 25%( % 5.00
. S5.00
200-250% 50%| $ 4000 0.25| $ 10.00 20% $ 15%} $ 6.00
8.00
250-300% 100%] $ 80.00 0.25| $ 20.00 17% $ 10%{ $ 8.00
13.60
Total $ 35.00 $ $ 18.00
Blended 26.60(2
Premium

Table 9. The number of individuals at each level, the premium paid by
individuals at each income level and the blended premium for the first year

Period |Premium | Blended .| Blended Blended
: Premium Asx Premium Sx  |Premium AIDS
HIV
0 80 $ 35.00 $ 28.60 $ 19.00
1 82 $ 35.88 $ 27.27 $ 19.48
2 84 $ 36.77 $ 27.95 $ 19.96
3 86 $ 3769 $ 28.65 $ 2046
4 88 $ 3863 $ 29.36 $ 2097
-5 91 . $ 39.60 $ 30.10 $ 21.50
6 a3 $ 40.59 $ 30.85 % 22.03
7 95 $ 41.60 $ 3162 $ 2259
8 97 $ 4264 $ 32.41 $ 23.15
g 100 $ 43.71 983722 $ 23.73
10 102 $ 44.80 $ 3405 $ 24.32

Table 10. Total Blended Monthly Premium Adjusted for Inflation

The savings for a particular period and stage of illness depends upon the
number of individuals who are on the waiver program at that point and the
blended monthly premium (PRMy,). The total number of individuals who are
at this time period and stage is denoted by (N,) and was calculated in Step 1
and is shown in Table 8. The proportion of this group who remain on the
waiver program for this time period and stage is determined by the
transitional probability and is denoted in general by (Py.,). The formula for
calculating the savings due to the premium is: 6*N, * Py.,,* PRM,,

’ B ~ . N . .
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Example: The total of the premiums that contribute to reducing the cost for individuals
who are on the waiver program with SxHIV at the 10® time period is:

6*34*.5%8$33.22=753388

Step 6 The final step is to put.together the entire computation for one six-month
time period and for one stage of the illness under the waiver. This step
reduces the amount in Step 4 by the blended premium (PRMy,) which is pald
by the individuals on the waiver program (Step 5)

6% N, * Py..* [CAR,, * (1+i,/2)' + CNAR,, * (1+ i, /2)'+ CSERy, * (I+,

12) + 6 * Ny, [CARyy * (1, /2)' + CNARyy * (1ip /2)' + CSERyy, *
(1+i, /2)' ] - 6* N, * Py oy * PRM,,

Example: The six-month cost for the 13 individuals from the original waiver cohort
who are SXHIV and who remain on the waiver program is:

$426,473 — $3388 = $423,085
This figure is calculated using the formulas in Steps 5 and 6.

6% 34* .50 *[ 689 * (1+.03/2)"° + 123 * (1+.03/2)'° + 340 * (1+.06/2)'° + 6*
34 * [.50 * 756 * (1+.03/2)"° + 133 * (1+.03/2)" + 1275 * (1+.06/2)" ] - 6 *
34 % .5 * 33.22 = $423,085

Cost Calculations for Those on the Non-Waiver (Medicaid) Program

In order to compare the costs of the waiver program to the non-waiver program, it was
necessary to develop costs for the non-waiver program in a similar manner to those for
the waiver program.

The model for the non-waiver Medicaid program begins with a cohort of 100 individuals,
all of whom are ASXxHIV and who will transition to the various stages of the illness based
upon the Markov transitional probabilities.

The steps are similar for finding the costs for the non-waiver (Medicaid) program to those
for finding the cosis under the waiver. The exceptions are that: (a) all the individuals are
on the non-waiver program all the time and (b) there is no premium for anyone on the
non-waiver program. '

The steps for determining the cost under the non-waiver Medicaid program are:

Step 1 The first step is to calculate the number of individuals from the original non-
waiver cohart who are at a particular stage of thc.illne'ss based on the Markov
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transitional model. This is done in the same way as in step 1 of the waiver
program.

Example:  Based on the Markov model (Table 3), the probability that a person will
transition from ASxHIV to SxHIV is 11% (.11) and the probability that a person who is
SxHIV will remain SxHIV is 91% (.91).

No Waiver |
Total Patients
Period [Asx HIV Sx Dead
HIV |AIDS
Year | No Waiver No Waiver
4} 45 35 20 -
1 38 37 1
24
2 33 38| 2
28
3 28 as 3
32
4 23 38 4
. 35
5 20 37 5
39
6 17 36 6
42
7 14 34 7
| 44
8 12 33 8
_ 47
49
.10 9 kz30]4 1
51

Table 11. The number of individuals wh6 are ASYHIV and SxHIV under the
non-waiver program.

The number of people who are SXHIV at the 10" period is:
10*.11+31*91=30

Note: The second step from the waiver program is not applicable to the non-waiver
program because the second step determines the probability that a person on
the waiver remains on the waiver.

Step 3: In calculating the non-waiver cost, the third step is to calculate the monthly
costs for each of the cost categories adjusted for inflation in a manner similar
to that done for step 3 of the waiver. [Anti-retroviral drugs (CARyy), Non
Anti-retroviral drugs (CNARy,,), and Services (CSER,y,)]. For those on the
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non-waiver, these costs are determined by taking the average billed cost for
each cost category and for each stage of the illness and then adjusting them
for the current shared participation by the pharmaceutical companies and for
third party liability coverage (TPLyy,). These adjusted costs are the cost per
month CPM for each category multiplied by 6.

Example: The non-waiver costs for each category are:
CARyy =$898 CNARyy =$133  CSER,y =$1275

Step4  Step 4 combines steps 1- 3 to determine the basic monthly cost of the waiver
program for a particular period and stage of the illness under the waiver
program. Step 1 is the number of individuals at a particular period and stage of
illness (N,,), Step 2 is the proportion of these individuals who will incur the
separate costs associated with the formulas in Steps 3 and 4.

6* N, * Py,..* [CARyy * (141 /2)' + CNARy * (1+1, /2)'+ CSER, *
(1+,, /2)"

Example: The example continues with determining the six-month cost for the time
peniod t= 10 for all individuals who began on the non-waiver program, are
currently SxHIV, and who remain on the non-waiver program.

The inflation rate is determined from historical Medicaid data and professional judgement
for each of the cost categories. The inflation rates used are: Anti-retroviral drugs 3%, non
anti-retroviral drugs 3%, and services 6% compounded semi-annually.

6 * 30 % .50 *[ 898 * (1+.03/2)"" + 133 * (1+.03/2)"° + 1275 * (1+.06/2)"° ] = $257,630

Under the non-waiver Medicaid program, there is no premium, thus, the formula in step 4
of the non waiver program reflects the six-month cost for a particular time period and a
particular stage of the illness. In the example, it is the cost for the last six months of year
five (time period 10) for individuals who are SxHIV.

Note: Under the waiver, step 5 is used to determine the premium to be paid and step

6 takes the value from step 4 and subtracts the premium. There is no
premium under the non-waiver program.
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MEDICAID CATEGORIES OF SERVICE

APPENDIX C

The Medicaid categories of service (COS) were initially mapped into a set of twelve

categories. The mapping is shown below in Table 12.

COS . |Description COSs2
7|Podiatry AlliedHealth
9|Denta! AlliedHealth

17|Prosthetics AlliedHealth
27iSpeech & Hearing AlliedHealth
31|Physical Therapy AlliedHealth
32|Chiropractic AlliedHealth
33(0Occupational Therapy AlliedHealth
37,0Optometry AlliedHealth
42|Optical Services AlliedHealth
45|Hearing Aid Dealers AlliedHealth
46|Audioclogy AlliedHealth
47|Speech Pathology AlliedHealth
53|Nurse/Midwife AlliedHealth
65|Non-traditional PHP AlliedHealth
10|Drugs Drugs
11{Home Hith HomeHlth
55|Attendant Services HomeHlIth
58|Private Duty Nursing HomeHlIth
59|Personal Care Services HomeHlth
61|Rehabilitative Svos HomeHith
1|General Inpt Hosp
18|Ambulatory Surgery Center Hosp
41|Medicare Crossover-A Hosp
14|Lab & Xray Lab
15({Transportation Misc
16|Supplies & DME Misc
29|Ambulance Misc
51{Unclassified Misc
52|HMO Waiver Misc
3|Nursing Facility NH
23|Swing Bed NH
34|ICF/MR Svcs NH
. 35|Day Habilitation NH
36|Day Health NH
4|General Outpt Office
B|Physician Office
8|PHP Office
25|Family Planning Office
30{Ambul Care Clinic Office
43|Cert Rural Health Clinic Office
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44\D Screening Office
50|Medical Crossover-B Office
54|Child Health Office
60|Nurse Practitioner Office
63|Early Intervention Office

2|Psych Facility Psych/Sub
19[Clozaril Monitoring Psych/Sub
26|BMR Waiver Psych/Sub
28{Mental Health Psych/Sub
38|Psychology Sves Psych/Sub
48[Substance Abuse Psych/Sub
62|Home-Based Mental Health Psych/Sub
64|Develop/Behav Clinical Services [Psych/Sub
22|Phys Disabled Waiver Residency
30{Private Nonmedical Inst Residency
40(ICF/MR (Boarding) Residency
49|Boarding Home Residency
56{Waivered Boarding Home Residency

5/Sac Svc - SocSve
12|Community Suppert Svc SocSve
13|Social Worker Sve SocSve
24|Case Mgt SocSve
57|BME Waiver

Table 12. Medicaid Categories of Service (COS) Mapping

C-2
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Draft — For Internal Use Only - Draft

MAINE HIV/AIDS 1115 DEMONSTRATION PROPOSAL
Budget Neutrality Response Presentation Talking Points for Mike Hash

Nov. 5, 1999
Introduction
. I want to apologize for how long this process has taken, but the complex nature of

your innovative demonstration project and the new issues that it raised required
lengthy analysis and discussion within the Administration.

. We have appreciated your willingness to work so closely with us on this program
and thank you for all of your dedication to the project. As you know, we are
committed to working with you on this project so that we can reach resolution in the
near future, and look forward to working toward common goals.

. Today, I am calling you to discuss our response to your submission. We would like
 to suggest modifications to your proposal in the hopes that we can reach a position
that meets the needs of the State of Maine and one that meets our legal and policy
requirements. As we will discuss, we believe this project is budget neutral under
certain assumptions, some of which are noted below.

Enrollment Ceiling

. You have made it clear how important it is for you to limit enrollment in this
demonstration project, and we believe that in the context of HIV demonstrations
that an enrollment ceiling would be appropriate.

. Therefore, we would propose to work with you prior to the implementation of the
program to set an appropriate number for the enrollment ceiling. In addition, so as
to provide you with additional flexibility, our proposal would allow you to adjust the
enrollment ceiling higher or lower during the course of the demonstration.

. Under no circumstances may the State limit enrollment for HIV positive individuals
who are eligible to enroll in the traditional (non-waiver) Medicaid program. The
enrollment ceiling may apply to demonstration enrollees only.
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However, if the state believes it is necessary to adjust the enrollment ceiling
downward during the course of the demonstration, we feel that it would not be
appropriate to terminate eligibility for those who have already enrolled in the

project. Therefore, we want a mechanism in place that keeps current participants

on the program;_in other words, they will be held harmless if the State changes the
eligibility levels. The new lower enrollment ceiling would only affect new enrollees

who are otherwise not eligible for Medicaid. [Background: It is important to note
that regardless of what happens to the budget neutrality cap, those who are eligible
for Medicaid must be enrolled}

Lxpenditure Limit

You proposed a 5-year aggregate expenditure limit of $30 million on expenditures
for the demonstration population and for those who begin on the demonstration
and then convert to the Medicaid program during the course of the waiver. You did
not include under the budget cap those individuals who are currently on Medicaid.

However, we request the following modification: the population under the budget
neutrality cap should include both those HIV+ individuals who begin on the
demonstration project and those HIV+ individuals who are currently enrolled in the
Medicaid program [Background: HIV+ individuals include those with AIDS also.

We recognize that our budget neutrality population is larger than the one offered by
Maine. We believe that this approach is necessary to limit the financial exposure of
the Federal government in the most appropriate way possible.

At the same time, however, our budget neutrality analysis will help offset this by
providing you with a higher budget neutrality ceiling than Maine originally
requested.

Based on this Administration’s best estimates, we are prepared to ofter a budget
neutrality ceiling of $53 million for the 5-year demonstration. This figure includes
what it would cost to cover current Medicaid eligibles and those HIV+ individuals
progressing to Medicaid in the absence of the demonstration. [Background: The
$53 million number is OMB’s preferred number since it was derived through a
more traditional budget neutrality calculation. The Department has agreement on
$52.2 million, which is the product of OACT's more sophisticated model].



NOU-83-1993 19:13 HCFA 10A 202 690 6262 P.B4-05

. Related to the budget neutrality issue is that of data collection. With regard to costs
incurred by Maine under he demonstration, I want to stress that data collection wll
be an important part of our terms and conditions, and we are hoping that
information form Maine will help to inform our decision process on any future
waivers of this type.

Drug Discount

. You have indicated that you anticipate savings due to a drug discount of 149% from
pharmaceutical companies. It is our current understanding that the drug discount
has not yet been finalized with the drug companies.

. As I said before, this Administration's calculations indicate that the program 1s
budget neutral; however, calculations assume certain critical items -such as the fact
that the drug discount will be in place. HCFA will need to have this discount
finalized with the drug companies before the waiver can be implemented. We are
prepared to approve the demonstration before the discount is final, but in order for
the State to proceed with implementation, HCFA would require documentation of a
final agreement.

Limited Benefit Package

. You proposed a limited benefit package that covers all drugs, physician visits and
hospitalizations, but you did not include other benefits that are in your Medicaid
benehts package. '

. While we can accept a limited benefits package as being necessary for achieving
budget neutrality, we believe that mental health and substance abuse services are
critically important for the HIV positive population in order for them to maintain
compliance with the complex combination drug therapies. We also believe that
those in the target population truly need such services.

. Therefore, we would like you to include mental health and substance abuse services
in the benefits package. The Administration’s budget neutrality esimates show that
the demonstration will be budget neutral with these services included,
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Next Steps

v We will be sending you draft terms and conditions that provide the details of our
responsc.

. My staff will arrange a conference call with you to go over these terms and
conditions and to clarify any detailed questions that you may have.

. Just so there is no misunderstanding, please let me be clear. This call is only to
provide you with our response. I'm not saying that the waiver is approved or that it
will be approved. This step is part of our on-going discussion,

. Assuming that there are no other issues that arise, and if our proposal proves
satisfactory to you, then we will be in a position to work with you to move toward

approval of your demonstration project.

. Thank you again for all of your dedication to this population and this project. You
have truly been leaders among the States with this ground-breaking program,
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