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V.

Executive Summary

Background

The State of Arkansas, navigating the political barriers facing many states, pursued a novel approach to Medicaid
expansion through the commercial sector. ThrougBeetion 1115demonstrationwaiver, the state utilized

premium assistance to secure private health insurance offered on the newly formed individual health insurance
marketplace (the Marketplace) for individuals between 19 and 64 years of age with incomes at or below 138
percent of the fedeal poverty level (FPL).

In 2014, Arkansas successfully established the Health Care Independence Prograimcdt@inly referred to

as the “Private Option,” as de sSctontld>demondtrationwaivere t er m
Through 2015, the estimated targetiroliment population of approximately 250,00smet. Approximately

25,000 additional individuals eligible under the Patient Protection and Affordable Care Act (PPACA) and deemed

to have exceptional healthcare edswere enrolled in the traditional Medicaid program. Finally, approximately

20,000 previously eligible but newly enrolled individuals halgeobtained Medicaid coverage.

Healthcare providers have reported significant clinical and financial effects timeléICIP. Federally qualified
community health centers (FQHCSs) reported increased success in attaining needed specialty referrals for their
clients® The Arkansas Hospital Association (AHA) reported annualized reductions in uninsured outpatient visits,
emergency room (ER) visits, and hospital admissions by 45.7 percent, 38.8 percent, and 48.7 percent,
respective§. The st ate’s public teaching hospital reported
to 3 percent duringhe sametime period?

Competitiveness and consumer choice in the Marketplace has increased across the seven market regions in the
state with approximately 8@ercentof the covered lives in the individual marketplace purchased by Medicaid. In
2014, individuals irthree out of the severregions of the statethosemarked by extreme povertynly had access

to Arkansas BlueCross BlueShield and Blue®lasShield Multistate plans offered. By 2016, five carriers were
offering coverage across all seven market regions, with on&ebaegion havin@ccess teix carriers (the sixth
restricted to a single market by Medicaid’'s purchas
10 percent of the secontbwest cost silver plan within the market region).

For 2014, theestimated budget neutrality cap (BNC) was exceeded during the initial enroliment phase of the
program. The enroliment of younger individuals over time (affecting net premiums), the rebate of rHedgal
ratio (MLR) payments by one carrier not meeting MER requirements in 2014nd inflationary expectations
brought cumulative program costs within the estimated BNC 2015 limit of $500.0&@eber permonth
(PMPM) and well undehhe 2016 limit of $526.58 PMPNmportantly, this evaluation examines BN@reates
compared to observed expenditures.

Summary of Interim Findings B ased on Evaluation Hypotheses

The HCIP programmatic goals and objectives included successful enroliment, enhanced access to quality health
care, improvedhe quality of care and outcomes, and enhanced continuity of coverage and care at times of re
enroliment andduringincome fluctuatiors. These goals and objectives were to be achieved within asffusttive
framework for the Medicaid program compared with wiveould have occurred if thetate had provided

coverage tahe same expansion group in ArkansaslitionalMe di c ai d’' s -forisaavite (FRS)delisely f e e
system.This report reflects the experience and findings from the first year of benefickpgrience in 2014 and

major findings are summarized below by questions of interest.
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1. What were differences across access, quality, and outcomes between those enrolled in Medicaid and
those enrolled in commercial Qualified Health Plans (QHPs)?

Amajorassumption grounded in Arkansas’'s use of prert
by utilizing the delivery system available to the privately enrolled individuals in the Marketplace, the
availability and accessibility of both primary care prev&(PCPs) and specialistsuld exceedhat of a

more traditional Arkansas Medicaid expansidinomparison of Medicaid and commercial QHP

beneficiary results revealed:

. The geographic proximity of available primary and speciattyigers were similar fothose
served by Medicaid and the commercial networks and métvoek adequacy requirements of
the Arkansas Insurance Department;

. However, marked differences in tlselfreported accessibility of both primarcare and specialty
providerswere reported wih commercial QHP enrollees experiencing incrdasality to get
neededt ésthase,and treatment” and ruporeoutmeicaeg “ an
assoonaseeded’” ;

. Initiation of careoccurred more rapidlyor enrollees in QHPs than fordke in the Medicaid
program follaving enrollment;

. For Emergency Room (ER) use, Medicaid enrollees not only had a higher number lmitvilsés
visitswere approximately 60 percent molikely to be for noremergent conditions pantially
reflecting theaccesdarriers reported aboveand

. Although limited in the first year of program experience, differenizecare and clinical service
delivery were observed with commercial QHP enrollees more likelgceive clinical preventive
services (e.g., flu prdylaxis or clinical screeningend HbAlc assessment for diabétibsn
Medicaid enollees

2. What were the differences in costs between Medicaid and premium assistance?

The cost of providing coverage for Medichiheficiariegshrough commercial premium assistance in
QHPs was expected to be greater than that for Medicaid beneficiaries served through the traditional
Medicaid FFS systeiixploration and characterization of the contrasts between the two programs
provided abetter understanding ofhe observed variations in access, utilization, and clinical impacts
described abovdn addition, dramatialifferences in payment rates were observed with commercitds
consistently exceeding those the Medicaid program:

. Physician pgment rates across outpatient services weref@dcenthigher for enrolleesin a
commercial QHP compared to their Medicaid counterpéias PCBaweighted average per visit
of $100.67 compared to $53.07);

. For inpatient hospital stayaverage commerciglayments were $1,984 per discharge compared
to Medicaid payments of $7,778 (a p8rcentdifference);

. For ER notmospitalized visits, commercial payments were $598\p&it compared to Medicaid
payments of $196 (a 2Q&ercentdifference);and

. Administraive ccsts were estimated to be $60.61 PMPEh 18percentmedical loss ratiefor
commercial QHPs aral$55.37 PMPM for Medicaid (a 9&rcentdifference)
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Utilization differences were also observidt not at the same magnitude gmyment differentials.
Medicaid beneficiariesuinder the FFS systemxperiencedincreased ER visits ahdspitalizations.
Conversely, Medicaid beneficiaries enrolled in QHPs received anigpatient visit contactand
prescriptions.

3. What were the costeffective aspects opremium assistance?

Costeffectiveness for the purposes of this evaluation will evaluate any benefits assouitltechre
delivered through QHPs at increased payment raifékile premature to draw conclusions from the first
year of program experience, @iminary assessments through two approaches provide a framework for
comparisonkFirst, total program costs for newly enrolled individuals in commercial QHPs were directly
compared to their Medicaid counterpartSecond, where plausible, ratios of improvemin care to
associated costs were developed (e.g., access improvements compared to payment rate differentials).

. The weighted average payment to commercial QHPs (premium andleashg reductions) was
$485 PMPM or $5,820er year compeed to Medicaid costs of $272 PMPM or $3,2@4 year for
each enrollee (using existing Medicaid payment rates).

. Improved access reflected by selfe por t of ¢ adawaey swihgeert trieneded r i
a 1.48 percent improvement in access per 1@cpet increase in provider paymenmnates for the
general population and a 1.88 percent impenvent in access per 10 percentrease in provider
payment rates for those with increased need. Theseiffigsl are consisternwith published
observations of 1.2percent improvements in aess per 10 percent increaseMedicaid
payment rates suggesting Arkansas provider accdiggiisidependent upon paymemates.

Over the three year demonstration peripdifferencesin effectwill be compared to the additionalosts
incurred by Medicaid through premium assistance. These comparisons will enable more in depth
interpretation of the program’ s benefit.

4, What would the Medicaid program have experienced if a traditional Medicaid expansion had been
adopted?
Examm nati on of the hypothetical costs of covering

traditional Medicaid program and the programmatic changes necessary to achieve a similar outcome to
that experienced through premium assiace is a core componenf thisdemonstration evaluation.
Arkansas had one of the lowest Medicaid eligibility thresholds fordisabled adults in the U 2013,

prior to the PPACA expansion, Arkansas Medicaid covered 24,95fisadrded adults with a full benefit
package. 112014, following PPACA expansion, an additional 267,000 individuals were covered
representing a teffold increase in enrollmenB4 percentwere managed externally in the individual
commercial marketplace.

Traditional microeconomics suggests that increagechand througtthe expansion othe Medicaid

program would place increasing price pressure on the rate structure of the existing Medicaid program.
Observed differences in payment rates between commercial QHPs and Medicaid described above could
lead to unsistainable access differentials for Medicaid enrollees. Any potential increase in payment rates
couldaffect not only the new expansion population but also enrollees under the same payment rate
schedule across the entire Medicaid program. To model themi@keffects,a budgetary impact analysis
was conductean increasing payment rates across the Medicaid program.
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Three increasingly conservative scenarios were simulatedlt®mative expansiopurposeshrough the
existing Medicaid FFS system, the deufactual,to provide policy makers with conditions under which
necessary increases to achieve equitable access could be consifiregdncluded: 1) claims potentially
associated with wagsensitive services; 2) restricted claims associated with magalical services; and
3) restricted to claims associated only with physician billed services.

The budget impact analysis revedl

. Costs to the Medicaid program would exceed the increased costs associated with premium
assistance:

o if wagesensitive pagnentrates had increased by Hercent
o if claims associated with clinicservices had increased by @ércent or
o if physiciaronly claims had increased by BBrcent

. Importantly, under the most conservative scenario of increases restricted to physiclian
claims, the physician rate increase at whils Medicaid program costs exceed those of premium
assistance remains giercentbelow the commercial payment rates observethis suggesthe
likelihood of continued differential access despite increasaghpents.

These findings suggest that with a téaid increase in enroliment of 184 year olds, plausible required
increases in Medicaid payment rates across the entire program would exceed the costs associated with
purchasing commercial coverage througfemium assistance.

These results should be viewed with caution for several reasons. Firsslargtg reduction

reconciliation with carrierén 2014 has not been executed and may result in modifications to payments
made. In addition, 2014 represented tfiest year of the program with significant transitions as reflected
in enrollment growth. Future assessments during stestdfe periods may provide more accurate
reflections of both programmatic effects and associated costs.

Conclusion

Theexaminationof the first year experience of the Section 1115 Demonstration Waiver utilizing commercial
premium assistance to provide newly Medicaid eligible individuals with insurance coverage has important policy
implications:

. First, differential effects on accessdquality were observedhis @mbined with differential
provider payment rategprovide insight into the variations in delivery system performance
between the commercial sector and Medicaid.

. Second, it is unlikely that Arkansas Medicaid would have bb&nto absorb a teffiold increase
in enrollees and meet the feral equal access requirementsider which the state is subject to
judiciary reviewwithout adjustment to provider rates. Although political discourse has
highlightedconcerns abouthe differences in absolute cost between commercial and Medicaid
alternatives, Medicaid expansion scenarios under which similar clinical experiences would be
achieved suggest budgetapytcomesthat maymitigate these concerns.

. Third, these differential paymemates and associated results raise questions regarding the ability
of Medicaid programs nationwide to meet the federal equal access requirements through delivery
system strategies that pay providers significantly lower rates.
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As resulf the innovative usef premium assistance and the intimate relationship between the individual
commercial insurancmarketplaceand theArkansadMedicaid program warrant continued obsetion. The

ef fect o fcapatitydoiperehase coveragmough commercial premiumssistance and its impact on
increased commercial sector competition, the potential to reduce-sbdfting between public and private

sectors, the stabilized insurance premiums offered through the Marketplace and, due to federal requirements, off
of the Maketplace, and the impact on private sector costs and those to the U.S. Treasury through advanced
premium tax credits should be closely followdfdone or more of these effects materialize, important
considerationswill be requiredfor both existing (e.g.Section 111pand future (e.g., Section 13B&aiver options
between the stats andthe federal government
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l. Background

The U.S. Supr eme Calawedtstatss tolJdaciueheteftdextend Mddicaid §enefits to their
citizens who qualify under the Patient Protection and Affordable Care Act (PPACA) expBnisamplified the
political polarizatioraboutthe PPACA at the state leysdsulting in varied decisioraout expansionHistorically,
states have had the option to implement Medicaid coverage through direct provider reimbursement, Medicaid
managed care contracts, tiie purchase of coverageith premium assistance through employsponsored
coverage

The State of Arkansas, navigating the political barriers facing many states, pursued a novel approach to expansion
through the commerciasector. Through &ction 1115 demonstration aiver, thestate utilized premium

assistance to secure private individieealth insurance offered on the newly formed individual health insurance
marketplace (the Marketplace) to individuddstween19 and 64 yearsof agewith incomes at or below 138

percent of the federal poverty level (FPO)he Health Care Independence Program (Hi&hmonly referred to

asthe Pr i v a t,”@rovidediciverage to over 225,008wv-income Arkansanthrough 2015

Onecomponent of the waivér 'rms and conditionss arequiredevaluation of differences in access, quality,
outcomes, and efficiencies achieved through the use of commercial coveraile flom-incomeexpansion
population! The evaluation examinedifferences in both effects and costs through commercial premium
assistanceomparedto the experience that would have been achieved through a traditional Medicaid expansion
as a principaloutcome of interest for the demonstration.

a. Arkansas Profile
Arkansas is a largely rural stawth approximately 3 million citizens, many of whom faagnificant healthcare
challengesThesanclude high healthrisk burdens; low mediafamily income; highates of uninsured individuals;
and limited provider capacity, particularly mon-urban areas of the statdhe Health Resources and Services
Administrationhasdesignatel7 4 o f Ar k a n sas smédially’ubderseovéderioritoehe PPACA, 25
percent of adult Arkansanbetween18 and64 years of agevere without health insurancé.

Ar kansas’' s MeribitatleiHEIPad ore gftha most stringent eligibility thresholds in the nation
for adults,largely limiting coverage to the aged, ditedhy and parents with extremely low incomes and limited
assets. Eligibility for adults betwed® and 64 years of age was restricted to pastdretakersearningat, or
below 17 percentFPLPrior to expansion, nodisabled adults with full benefits constitutedd percert of the
Medicaid enrolleed® Expansion of the program under the PPA@#e than doubled the number df9to 64 year
old eligible beneficiarie¥

The Arkansas Medicaid program is a Primary Care Case Management (PCioMydeace(FFShased delivery
system.Individuals are assigned to a primary care provider and providerdimiyhe number of Medicaid
beneficiaries assigned Medicaid provider reimbursement rates are significantly below their commercial
counterparts.Supplemental payments for select hospitadsritical access hospitals, public and private hospitals,
and stateteaching hospitals-have beerusedto supportdeliverysystem stabilityProviders elect to join as a
gualified Medicaid provider but may limit the numberMEdicaid beneficiaries they serve.

The commercial insurance marketplace hastoricallyconsistedof two carriers with statewide coverage,

including a dominant carrier witbver 65 percentof private coverage penetratioand other regional carrier3.he
predominant network structures preferred provider organizations with limited managed care andher

presence ofestricted networls. Thi s i s in part due t o®law rkqairngiassrersto “ any
allow any provider willing to accept terms for the class of providers into their netwétksder the PPACA, the
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state elected to utilize th&ederally Facilitated MarketplagEFM)partnershipin which the state conductslan
management and consumer outreattProactiveconsumer otreachand advertising s limited toresponsive
consumer supporbased upon state legislative restrictions.

b. Arkansas Structure of Commercial Premium Assistance
The Arkansas approach utilizing commercial premium assistarsseharal unique attributethat successfully
meet both Medicaid requirements and protections while enabling commercial sector independenc&.a n' s a s
approach was in large part based upon the hypotheses that Arkansas could not meet the equal access provision
requiring state Medicaigpr ovi der payments to be tyanddquality ofearetandwi t h
...sufficient to enlist enough providers so that care and services are available under the plan at least to the extent
that such care and services are available to the ger a | popul at i on Successfubusegobtbeg r a p
commerciaplans offered on théMarketplaceexplicitly meet the equal access provision of Medicaid
requirements. However, several structurdéments warrant acknowledgement and are described

S

FirstMedi cai d’ s pur chase of \iampremium assistands fundamentally difierat c o v e
from the historic use of Medicaid managed care. In premium assistance, the Medicaid program does not directly
contract with the private carrier but rather purchases plans offered on the individagktetplace While a

memorandumof understandingvas establishetbetween thestate, Medicaid,the Arkansasnsurance

Department(AID) and each carrier to facilitate paymenfsSDgovernsplans through existing state law and

certification requirenents €.g.,network adequacy)The Mediaid population ighen integrated into the privately

insured risk pogland providempaymentrates are established by commercial carriers, not through independen
Medicaid contractsMedicaid beneficiaries engage providers wsttmmercial insurance cards and are not

segregated into Medicaidspecific progranor plan

Second, plans offered under the PPACA weitzedto meeta majority of theMedicaid costsharing protections.
For individuals at or below 1qfercentFPL, thetate utilized the 10(ercentactuarial value (AV) plan required to
be available foNative AmericansFor Medicaid beneficiaries between 18id138percentFPL, the state utilized
the high-value silve®4 percentAV plan required to be offered on tidarketplaceto individuals between 101

and 150percentFPL. TheemainingMedicaidrequired costsharing protections were achieved through active
structuring of allowable deductibles amdher cost sharing® Importantly,these plans consigtoth of premiums
subject to medicaloss ratio (MLR) requirements of @@rcentandof costsharing reductions (CSRhat areto

be fully reconciled (se€&igure ).

The AlOdivided the state into seven geographi@arketregions and carriers established agpecific prenums
within marketregions(one carrier incorporated allowable tobacco use surchargBsg costs of premium
assistance through the individuadarketplacewas thus influenced by the premiuvariation based on agaithin
each marketregion the agedistribution of those deemed eligibl€SRpaid, and any subsequent repayments for
failure to meet MLR requirements or reconciliation of SR

aCSR reconciliation for CY 2014 is expected to occur in summer 2016.
Copyright © 2016 by the Arkansas Center for Health Improvement. All rights reserved. ACH'

Arkansas Health Care IndependenlaterimmRemgr am (APri vatRageQpdfb3on o)



Figure 1. HCIP Premium and Cost-Sharing Reduction Breakdown

3.5% Additional cost-sharing reduction for
’ HCIP enrollees from 0% to 100% FPL

2 50 Deductible buy-down for HCIP enrollees
i from 101% to 138% FPL

100% 24.0% Cost-sharing reduction for enrollees
from 139% to 150% FPL

70.0% Premium

Audit Processes:

@ Subject to reconciliation
@ Subject to medical-loss ratio

* Actual PMPM cost in December 2014 was $485.84 (186,950 enrollees). The 2015 PMPM cap was $500.08 with an

actual PMPM cost of $486.86 at the end of December 2015 (200,703 enrollees).

Sour ce: AArkansas Health Car e | ArkapspsdDephremert @ HUanoSgrvicesn Annu a l Cap. o
Finally,the mpact of Medicaid’s guaranteed purchase in the
convey stability to théndividualmarketplaceand improve the actuarial profile of the risk podhe HCIRAct
further extended potential benefits to the actuarial profdéthe individuaimarketplaceby requiring that
individuals who were medically frail or had exceptidmailthcareneedswhomwould require supplemental
Medicaid benefitde retained inthe traditional Medicaid program

C. Arkansas Structure of PPACA Eligibility and Enroliment
As an FFMpartnershipwith the state conducting plan management and consumer asgisteombined with
Medicaid’s use of premi um as s ididb#gtyandenrolimentevasgomplexn s a s
Arkansas employed three pathways igibility determination folbeneficiaries-Arkansas Department of

Human Services (DHSpplemental nutrition assistance program (SNA&jlitated emolliment; an Arkansas
eligibilityweb potal (accessarkansas.ggyand the federal Healthcargov portal.Following eligibility
determination, individualsvere directed toa separateenrollment portal(insureark.orgjo facilitate ahealthcare

needs assessment and plan selection.

TheSNAHacilitatedeligibility determination strategyas atime-limited effort to reach out and engage
potentially eligible beneficiaries. Through prisrcome determination for SNAP benefits, DHS identified
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individuals anadotified them of their eligibility. Redetermination of income or family composition was not
conducted Individualswho affirmed their desire for coverage response to the noticevere drected to the
enrollment websiteThe Arkansas eligibility portal was utilizeglDHS county offices, outreach workers,
community and faithbased organizations, and insurance agents across the state. Individuals thought to be
Medicaideligible were diread to the portal where eligibility applications and FPL determinations were
processedThe eroliment pathways andglan assignmentprocesss depicted in Figure 2.

Figure 2. Enrollment Pathways and Plan Assignment Process

Private Plans

Federally Federal Tax Credit
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ystem ] (threshold) Care Needs (threshold)
T
Screened: Exceptional Health
Exceptional Health Care Needs (frail)
Previously Care Needs (frail)
Eligible Non-screened,
Newly Enrolled Previously Eligible

Like many states, individuals and the sthtgh experienced challenges in the first year of the federal
Healthcare.gov portaf Individuals identified through the federal portal deemed to be Medicaid eligible were
transferred to the state for determination. Frequently, unsuccessful transfer of information resulted in
incomplete enrollmentswith similar experience noted by commercial carriers for individuals abovepd@@nt
FPL. Over time, the volunod enrollees and acaacy of eligibility information improved.

Two categories of eligible individuals were obsen@de category was comprised of individuals viaal

previously been eligible for traditional Medicaid benefits but had not enrallbd then subsequentiyappliedand
were determined to be eligible. These individuals were placed into the Medicaid pro@rensecond category
included ndividuals newly eligible under the PPAG#arent/caretakers from 1®ercentFPL and childless adults
from OpercentFPL.up to 138percent FPL These individualwere eligible for commercial premium assistance
under the demonstration waiveiPrior to commercial enrollment, however, individuals were asked to complete a
Health @Gre NeedsAssessmenQuestionnairgthe Questionnairejo retain those with exceptional healthcare
needs in the traditional Medicaid program
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Required in the HCIP Act, these retained individuals were to includethosd et er mi ned t o be mo
covered through the standard Medicaid program, such as diviolual who is medicallfyail™ or other individuals

with exceptional medical needs for whom coverage through the Health Insurance Marketplace is determined to

be i mpractical, overly complex, or wodaptedouslydeseapedi n e
and validated tool for this purpose was known to exist

The Arkansas Center for Health Improvement (A@htl)theArkansisDHDivision of Medical Services
collaborated with experts at the University of Michigan and the Agency foltitHEare Research and Quality
(AHRQ) to develoa screeneto identify newlyeligible Medicaicapplicantsvho had exceptional healthcare
needs A pooled subsample from the Household Component of the Medical Expenditure Panel Survey (MEPS)
200520101 was used talevelopthe Questionnaire items and scoring threshol@siestionnaire responses
categorizel individuak into one ofthree categories:

1) Exceptionahealth care needs(Frail): thosewho reported exceptional healitare needs as represented by
defi cits in their [ akavivig i ®eav efiddorbaiggridpentdentiodi Inmge s s ,
homeless;

2) Exceptionahealth care needs(Threshold: thosewho reported high healthcare use in the prisixmonths
through hospitalization, emergenegom, and/or outpatient visitsvho met the predetermined threshold;
and

3) Noexceptionalhealth care needs: those completing the Questionnaire who did not meet any criteria
outlined in (1) or exceed the predetermined threshold

Individuals completing the screener and deemed as not having exceptional healthcare needs proceeded to select
plans offered on the individuaharketplacethroughthest at e’ s enr ol Il ment portal . Th
target was selected to achieve pércentretention for PPACAewly eligble within the Medicaid program as
operationalized from the HCIP contract.

Importantly, approximately 50 percent of those determined to be PPACA eligible did not proceed to the
enrollment portal and complete the Questinaire. After a maximum of 45 daykese individuals entered an
auto-assignment process. Individuals were aagsigned to carriers based upon previously determined ratios tied
to the number of carriers in each tife seven insurance markeegiors. Auto-assignedndividualshad a time

limited opportunityto take theQuestionnaireand choose to change carriers. Individuals caitlder chose to

stay with assigneglansor choose another pladuring subsequentpenenrollment periods each year or for
qualifying family events.

Following selection or autassignment, DHS executgtbnthly premiumpaymentto the carriers on behalf of
the individuals. Individuals in treommercialplans received a letter with their Medicaid IdentificatiBlamber
and, subsequentlya commercial insurance card from their carrier. Medie&thined individuals received a
Medicaidlnsurane Card

d. Arkansas Program Experience t o Date

Enroliment in the HCIP and for other newly eligible individuals both within Medicaichasd ibove 138ercent
FPL in the individuaharketplacehas resulted in a reduction in the uninsured r&be adultsfrom 22.5percentto
9.6 percent, the largest reduction observed nationwidfeMore than250,000 Arkansans have enroljedth
approximatey 45,000 through the SNAP facilitatelgibility. Approximately half have taken tH@uestionnaire,

b Note that Medically Frail as defined in the HCIP Act and operationalized in the HCIP preceded the current definition of the
Medically Fail as found in 42 CFR 440.315(f).
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with 10 percentof the total new enrtiment deemedas having exceptional healthcare neea&l maintained in
traditional Medicaid.An additionaR2,000adults previously eligiblébut not enrolled)for traditional Medicaid

have become newly enrolled in those programibrough premium assistance, Medicaid has purchased individual
plans for approximately 225,000 individuéee Fgure 3)°

Figure 3.HCIP Monthly Enrollment, January 2014 through January 2016
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HCIP enrolleesepresent approximately 8percentof the covered lives on the individuaarketplace They are
younger thartheir counterparts
above 13%ercentof the poverty
line participating in the
Marketplace(see Figure 42

Figure 4. Enroliment Age Demographics by Category
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Carrier participatiopand thus
beneficiary choicghas increased
the number of participating carriers
in each market regionOf the seen
market regions in 2014nly three
had more than two carrier options.
For 2016, statewide all regions 20%
havefive carriers with one region 10%
havingsixparticipating carriers. 0%
Premiums fothe benchmark silver With Premium Assistance  Without Premium Assistance
plan in the largest market region
dropped 23 percent in 201% and
experiencedan increase 08.7
percentin 201622 Becausénsurancepremiumsexternal to theMarketplaceare tied to those on théarketplace
similar rate effects were seen in tm®n-marketplacePPACAompliant market.

Percentage Enrolled through the
Health Insurance Marketplace

Healthcare providers report both significaritrécal and financial effect&edeally qualified communityhealth
centers FQHCkgreport increased success in attaining needed spgaiaferrals for their client$.The Arkansas
Hospital Association (AHA) comparedviee use and uninsured volumbstween 2013 and 2014. They found an
increase oERVvisits byb percentand a reduction in uninsured outpatient visiERvisits and admissions 5.7
percent 38.8percent and48.7percent respectively’: The University of Arkansas for Medical Sciences (UAMS)
hasreported a reduction in uninsured admissions from dércentto 3 percentduring a ametime periad.®
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TheSection 1115 demonstration aiverrequired an estimatéd budget neutrality cap (BNC) representechgeer-
member permonth (PMPM) codfor program expeditures.” Theseexpenditures include premiums, GSBnd
required Medicaid benefitsfrap-aroundcosts associattwith required benefitse.g.,non-emergency
transportation) not covered througpremium assistancdxogram expenditures to date are within thestimated
budget neutrality caps established within thenditions of theSectionl115demonstration vaiverwith

cumulative pogram expenditues at the beginning drogramYear3 (PY3)January 2016qual to$489.01

PMPM 7.1 percentbelow thePY3—Calendar Year (C'2pl6—federal cap of $526.58uringProgram Yeat
(PY1)CY2014—cumulative program expenditures exceeded BC as demonstrated Figure 5put were

under the estimated cap byrogram Yea2 (PY2)-CY20152° This observation included eféts due to the

enrollment ofyounger individuals over time affecting net premiums, the rebate of MLR premiums by one carrier
who did not meet the MLR requirements, and inflationary expectations built into the BNC estimates. Importantly,
this evaluation will replace BNC estimates wghlized experience.

Figure 5. HCIP Premium and Cost-Sharing Reduction Breakdown, January 2014 through January 2016
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HCIP management has moved from a stgrtphase to ateadystate management phase. The first six months of
2014 experienced significant enroliment growth, followed by 12 months of relataadystate program
performance.n the fall of 2014, income and eligibility redeterminations for Medivedde delayed due d

information technology limitations on the eligibility and enroliment system. In July of 2015, these determinations
were restarted resulting in termination of coverage for approximatelpé@entof the covered live$: Finally in

2016 DHS implementedyrchasing strategies through which premium assistance would only be available for
plans that were priced within 1Percentof the second lowest plan withithe marketregion?*

e. Arkansas HCIP Evaluation Strategy
TheSection 1115 demonstration aiverterms and conditions state the requirements for submission of an Interim
Report 90 days following completion of tsecondprogrammatic year with a final report dweithin 180 days and
a final summative report due within 360 days followzwnpletion of thethree-yeardemonstration. This report
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serves as the former and represents the first programmatic year of the-HXDIP4. Asexpected this report
reflectingthe startup period in the first year has certain limitatierguality metrics requiringnrollment perioc
of 12 months or greater are problematic, continuity of care and coveragaarget observable, and steady state
comparisons of syeam performance are prematurédowever, variations in experienced access, utilization by
types and location of servicemy@healthcareengagement opportunities to address unmet needs eacha focus
of examination Cost comparisons for the primacpmparison of premium assistance to what would have been
experienced under a traditional Méxhid expansion arsimulated However, it is important to note that thESR
reconciliationfor 2014 has not been completed and thus is not included in these analyses

Following this report, & anticipate release of interim findings prior to the final repiwat will finalize the 2014

cost estimates, assess quality of care between the two programs during a steady state period (Jueiy(\2@14
2015), evaluate continuity of care and coverage following the redetermination period (July-Zicember

2015), and reexamine changes in theffectiveness and costs associated with the use of premium assistance for
Medicaid beneficiariesA summary of these and additional findings will comprise the final report due in 2017.

Il. Research Design and Approach

a. Goals and Obijectives
TheHCIP programmatigoals and objectives included successful enrollment, enhanced access to quality health
care, improved quality of car@nd outcomesand enhanced continuity of coverage and care at times-of re
enrollment and income fluctuation. These goals and objective® to be achieved within a cosffective
framework for the Medicaid program compared with what would have occurred if the state had provided
coverage for the same expansion group inddrks as Me d i ¢ adelderysystem.adi t i onal

Figure 6. Arkansas Demonstration Waiver Evaluation Logic Model

Continuity of Enrollment and Reduced Churn

Successful
Enrollment
through Improved
Marketplace, Access to Improved
SE— State Providers and Prevention and
Enrollment Healthcare ‘ Outcomes
Portal, and/or Services
Targeted
Outreach

Cost-Effectiveness for Medicaid via
System Reform

Following the evaluation logic model (see Figéixethis interim report will present results from analyses that used
geographic travel time between enrollees and providers, enrollment information, retrospective claims data, and
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sampled survey responses. Using two different comparison groups and appso#ohevaluation team

empirically assessed wheth@HPenrollees obtained better access to providers and healthcare services by using
commercial carrier networks and payment rates than comparable groups enrolled in traditional Medicaid. We
also assessedhvether QHP enrollees received moagppropriate care, including prevéan, chronicdisease
management, and therapeutic interventions potentially leading to better outcomes than their Medicaid
counterparts. In 2014, the HCIP program did not include prograticmedetermination or reenroliment as was
previously anticipated, thus limiting the potential to assess continuity of care during the time period of this report.
A profile of the effects of disruptiiocdudedinthefinabnt i nuo
report. Differences in program costs between premium assistance and traditional Medicaid were determined and
evaluated with respect to differences in access, utilization, quality, and outcomes. In addition, the alternative of
expansio solely within the traditional Medicaid program was assessed by examining program impact and
simulating alternative payment scenasiwith the goal ofachiewng similar outcomes.

b. Programmatic Timeline and Reporting Requirements
Under the terms of th&ection 1115 demonstration aiver, two reports are required to be submitted that
characterize the experiences of beneficiaries enrolled in Qualified Health Plans (QHPS) using premium assistance.
A key component in the required reports is a comparison of Qeétieficiary experiences to similar cohorts of new
beneficiaries who were enrolled in traditional Medicaid. Another key component is to mrassounterfactual
analysis ofvhat it would have cost Medicaid to enroll HCIP enrollees to achieve the same,apeality, and
outcomes.

Efforts to optimize comparisons of care between that provided through commercial premium assistance and that
provided through the Medicaigrogram have been incorporated into this demonstration evaluation. Program
experience to dee has included a significant uptake period during the initial six months of the prdgtkwed

by 12 months of steadstate program enrollment due to delays in dhidjty redeterminations by DHS.
Redeterminations in the summer of 2015 resulted in a tngmof previously enrolled individuals being terminated
(10 percent) from Medicaid and premium assistance programs, resulting in a stimulus for discontinuity of
coverage and care. Finally, the state is in the process of making decisions to continue pessiatance beyond

2016 that will avert disenrollment during the final year of the thggear demonstration. As depicted in Figate

we have modified the original timing of evaluation components in response to these programmatic experiences.

Figure 7. Arkansas Health Care Independence Program Period: System Evaluation
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January 2014 — December 2016:
Final Reporting Period

January 2014 — December 2014:
This interim report includes assessments of care using claims data for the first prograim 3@a4 survey data
from the first half of 2015, and enrollment orination from both2014and2015 Future assessments of quality
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and utilization data will reflect the steadyate periods depicted, and continuity assessments will assess the
impact of redeterminations i2015 In addition, coskffectiveness and countea€tual simulations will be
reported by period, with updates due to lags in select financial reperts,Costsharing reconciliation) as they
become available.

C. Theoretical Approach
The approach and content of this evaluation focuses on a comparisotpefiences of access and quality as well
as the outcomes experienced between Arkansans enrolled in traditional Medicaid and those enrol@dih a
through premium assistance. We also evaluate the-edfgctiveness of offering private health insurance by
covering costs through premium assistance rather than expanding the Medicaid program and assess the
counterfactual experience that would have been expected through expansion in the traditional Medicaid
program. Questions we address in this interim repodide:

1. What were differences across accegsiality, and outcomes between those enrolled in Medicaid ahdse
enrolled inQHRB?

A major assumption grounded in Arkansas 'wasthathge of
utilizing the deliverysystem available to the privately enrolled individuals in therkétplace the availability

and accessibility of both primary care providers and specialistddihaveexceead that of a more

traditional Arkansas Medicaid expansion. By purchasing healthidance offered on the Marketplace and

utilizing private sector provider networks and their established payment rates, traditional barriers to

equitable health care, including limited specialist participation and provider availabibtyldlwe minimized.

In fact, through the use of commercial plans offered on the Marketplace, provideesnet be able to

differentiate privately insured individuals supported by Medicaid premium assistangetiiose earnindess

than 138 percent FPL), those supportedthy credits (139 percent400 percent FPL), or those earning above

400 percent FPL purchasing from the carriers offering prattsee Marketplace

The PPACA required through federal regul ation that
and types of providers, including providers that specialize in mental health and substance abuse services, to
assure that all services wil |?®ThecAlDahascdevalopaedmdtverk wi t h o
adequacy targets and data submission requiemts to ensure adequacy of provider networks in QHPs

offered in the Marketplace. The AID established network adequacy requirements to be reported by

participating carriers on an annual basis. This reporting reqdiaéssto be submitted demonstrating a 30

mile or 30minute coverage radius from each general/family practitioner or internal medicine provider, and

each family practitioner/pediatrician. In addition, data/maps must be submitted demonstratingrail&éQr

60-minute coverage radius from each categ of specialist including, but not limited to: Cardiologists,
Endocrinologists, Obstetricians, Oncologists, Ophthalmologists, Psychiatric and State Licensed Clinical
Psychologists, and Pulmonologists. In this interim report, we use siteili@itionsfor geographic accessibility

of providers and perceived access indicators from the Consumer Assessment of Healthcare Providers and
Systems (CAHPS) survey to compare access of traditional Medicaid enrollees to @E&sin

To assess quality and outcomesasureswere selected based orNational Quality Forum (NQF) guidelines,
and peer reviewed studies that rate and compare health plans and providers. This included reviews of
national healthcare quality guidandgacluding AHRQ National Healthcare QudRgports Agency for
Healthcare Research and Quality, 2012 and 2013 National Healthcare Quality Rép®dsy Department

of Health and Human Services Annual Progress Report to Corigiasisrfal Strategy for Quality
Improvement: 2013 Annual ProgreReport to Congressuly 2013)he Centers for Medicare and Medicaid
Services“Medicaid Core Set: Core Set of Health Care Quality Measures for Adults Enrolled in Medicaid:
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Technical Specifications and Resource Manual for Federal Fiscal Year 2014 Reptayira)14,CMS),

CAHPS Reportiriguidance (CAHPS Reporting: Reporting Measures for CAHPS® Health Plan Survey 4.0.), and
NCQA HEDIS (National Committee for Quality Assurkbieedthcare Effectiveness Data and Information Set
[HEDIB*

For this interim reort, additional considerations for this assessment of care and outcomes were to select
measureghat could be evaluated over a relatively short time framd®imonths could be assessed
efficiently by patient selfeport or by administrative claims dateneasures requiringlectronic
medical/hospital recordsr provider reporing sourceswvere excluded) and those that have beepreviously
usedto assess care fdvledicaid and commercially insured patients. Final measures selected for empirical
testing werea-priori selected based on oversight fraire National AdvisorlCommitteefor this evaluation
The final listing omeasuresempirically tested to determine differences in accegsality, and outcomes
between Medicaid an@QHPenrolleesare contained ilAppendix 1.

2. What were the differences in costs between Medicaid and premium assistance?

Costs to the program were taken from the perspective of the Medicaid program as the payer. For commercial
costs, these included the PMPM premium payments made to commercial carriers on behalf of enrolled
individuals. These PMPM premiums were specific toketaregion, age, and for one carrier, tobacco status. In
addition to premiums, CSR payments to commercial carriers to achieve Medicaftpatket costsharing

limits were included. Medicaid expenditures for noovered benefits in the commercial plafesg.,non-

emergeny medical transportation (NEMTWere also included. Finally, any MLR rebates due were deducted,
and when fully reconciled, CSR payments will be adjusted (estimated June 2016).

For Medicaid costs, the calculated PMPM expenditure was mamgplex. Medicaid claims were isolated for
those enrollees in the Medicaid comparison groups. Because Arkansas Méutcajbratesseveral
supplemental payment strategies to select providers, allocation of these additional payments was necessary
to achieve a true claim related expenditure. Hospitals in four categetteaching, public, private, and critical
access-were eligible for supplemental payments up to the Medicare upper payment limit (UPL) for both
inpatient and outpatient services. In additicejtical access hospitals and UAMS were eligible forlcasgd
reimbursement for select services. Total Adaims based payments to providers by Medicaid was obtained
for 2014 and allocated proportionately to providers by service utilization to achiéavadad claims PMPM.
Administrative costs were identified from DHS expenditure reports.-Nw@nging costs(g.,

Disproportionate Sha, Graduate Medical Education, facilitysts) were not included in PMPM estimates, as
these would not have changed undaiernative expansion approachdsorenrollee-specific costsg.g.,
enrollment, casemanagement, etc.) a pernrollee estimate was generated from the existing Medicaid
program and applied to the loaded claims

3. What were the costeffective aspects of preiam assistance?

Under the premise of the waiver authority, the cost of purchasing healthcare insurance thgdiBhusing

premium assistance was expected to be greater than purchasing care through the traditional Medicaid system
due to the compressed Medid rates publicly available.q.,$850 per diem for hospitalizations).

Concurrently, the commercial care management strategies and differences in provider payments were
hypothesized to contribute to better access, more appropriate healthcare utilizadimhpetter quality and
outcomes.

Effectiveness asassessed through access, utilization, quality, and outcome metrics described above. Costs
were assessed through two approaches. Fipstdirect comparison of experienced costs for newly enrolled
individuals between those iIQHPsand those in the Medicaid program will provide absolute differences in
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program costsModeling efforts to estimate the experience QHPenrollees and project a PMPM had they
been in traditional Medicaid will be employed. In aiati, PMPMs from newly eligible and enrolled-69
year old Medicaid beneficiaries will be calculated.

Second, where plausible, ratios of improvement in care to associated costs will be develapat€ess
improvements compared to rate differential®)/hile no single costffectiveness ratio is attainable, observed
effect differences can be interpreted with respect to differential costs between the two programs. If
differential effects on access, utilization, quality, and outcomes are observed, predfects will be

expected to lead to measureable health improvements over time. As data on mettidangterm health

effects are not available in the first year of an evaluation, we have provided cost and outcome data from the
first year ofthe evaluation This will allow policy makers to evaluate the potential traffieof increased cost
relative to important indicators focusing on access, quality of care, and adverse event reduction consistent
with health improvement.

4. What would the Medicaid program havexperienced if a traditional Medicaid expansion had been
adopted?

Examination of the hypothetical costs of covering
Medicaid program and the programmatic changes necessary to achieve a similametitz that experienced
through premium assistance is a core component of the demonstration evaluation. Consideration must be
given to the existing Medicaid program, its level of network participation,thaimpact of existing payment
rates giverdifferencesidentified through this evaluation. In addition, the price elasticity of the supply of
medical providers and their ability and/or willingness to providetifierhealthcare needs of the expansion
population through the existing Medicaid program mustdomsideredFnally, if payment rate changes were
required to achieve access and quality outcomes what would be the financial impact of those modifications
across the entire Medicaid program.§.,rate changes wouldpply to all Medicaid ratesiot onlythose
associated witiPPACA newly ellge adults). We provide a basis for this rationale and simulasultsunder
various pricing scenariagithin this report

d. Hypotheses
To address the theoretical questions above, we tested hypotheses that aligittethe original 12 hypdteses
outlined in Section 1115ainonstration Waiver Terms and Conditions, STC 7&eELAppendix 2 Broadly, the
original hypotleses fell into four categories:

1. HCIP beneficiaries will hawgual or better access to healthcare ompared with what they would have
otherwise had in the Medicaid system over tirdecess will be evaluated using measures for geographic,
perceived, and realized access, us&B$ervices, potentially preventabERand hospital admissions, and
non-emergecy transportation services.

2. HCIP beneficiaries will hawgual or better care and outcomes compared with what they would have
otherwise had in the Medicaid system over tinG@uality and outcomes will be evaluated using measures of
preventive (primary, seamdary, and tertiary) and healthcare services, preventable medical events, and health
services utilization.

3. HCIP beneficiaries will have better continuity of care compared with what they would have otherwise had in
the Medicaid system over tim&Vhile a pofile of 2014 continuity of coverage will be presented, limited
information in the first programmatic year is available to test this hypothesis. Following the redetermination
of eligibility that occurred in 2015, a more substantive continuity of care aisalgsting for gaps in insurance
coverage, maintenance of continuous access to the same health plans, and maintenance of continuous access
to the same providers will be presented in the final report.
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4. Services provided to HCIP beneficiaries will provgetaost-effective. Costeffectiveness will be evaluated

using findings from testing the above hypotheses in combination with the following cost determinations from

the first programmatic year in 2014:

a. For HCIP beneficiaries, fewer gaps in enrollment, improved continuity of care, and resultant lower
Medicaid administrative costs would be experienced through premium assistance. Anticipated metrics
include crossgyear carrier and Medicaid enrollment, cregsar continuity of primary care provider
engagement, at impact of administrative cost allocation to carriers compared to alternative
Medicaid administrationSince we do not haverossyear experience, we have limited results to
report at this time.

b. Through HCIP use of premium assistance in the individual commercial marketplace, performance
characteristics of the Marketplace will be enhanced through increased carrier competition,
stabilization of the actuarial risk pool, and limited premium increases over time.

For this interim report, we have limited resutts study trends on premium effects over time. We include
enrollment information, carrier participation, market competition, and premium increases available at the
time of this report 2014 and 201p Comparison of the actuarial impact on the HCIP padtii@p in the
commercial marketplace is anticipated during the second programmatic(2646)to minimize the influence
of year ong2014)programmatic initiation effects.

C. Use of premium assistance in the individual commercial marketplace will prove to be cost-effective for
the program compared to what it would have cost to cover the same population in Arkansas Medicaid
system.

SImulation of the counterfactual experienckad all PPACA expansion occurred through the Medicaid
program including the impacbn nonPPACA Medicaid programmatic cosigl reflect one othe primary
outcomes of interest for this hypothesis

e. Data Sources and Analytic Comparison G roups

Data wereobtainedfrom three primary data sourcesArkansas Medicaid enrollment files frolmetDHS Division of
County Operationsadministrative claims datéMedicaid andQHRB)anda member enroliment surve{CAHPS). In
order to construct variables of interesidditionaldatawere obtainedfrom the Department of Workforce
Services, Arkansas Depaent of Health (vital records death certificat¢he Arkansas Health Data Initiative, and
the Medicaidadministered exceptiondiealth care needs Questionnaire. In additionnmllee and network
provider addresses were geocoded and distances betweenllees and providers were calculatddetails on
data processing can be foundAppendix3.

External claims data were assessed for consistency and integrity before being processed by the analytic data
team. Our team established a stéyy-step logidlow to execute data exclusions and to create the final analytical
dataset. See Appendikfor a listing of exclusions and a flowchart of the process to establish a final analytical
dataset in which we created four nayverlapping subpopulations where Medicaidd QHPenrollees were
compared within two groups.

To assess differences between the programmatic effects of commercial premium assistance to Medicaid, we
utilized two available comparison strategied) a matched comparison group based upon demograpbiics

Medicaid andQHPenrolleeswhod i d not take t he Quest i oama)dcommrisgnt he “ ¢
between thosewho took the exceptionalhealth care needs Questionnaire and sekported higher healthcare

needs in the six months priortoenfoment ( t he “ Hi gher Needs”) and were
Medicaid orQHPenrollment.
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Tablel summarizes our comparisegroup enrollee numbers and is followed by a description of the comparison
groups.

Table 1. Comparison Group Description and Analytical Data Populations

General Population Higher Needs
Comparison Group 1 Comparison Group 2
TraditionalMedicaid QHP Medicaid QHP
DATA (did not complete the (did not complete the  (completed the s Questionnaire  (completed theQuestionnaire
SOURCE Questionnaire) Questionnaire) and met the threshold) but did not meet the threshold)
CLAIMS N =11,006 N = 69,499 N =10,893 N = 60,031
CAHPS N =648 N =895 N =1,569 N=1,914

Note: Enrollees in Comparison Group/@re oversampled for CAHPS attributing to the higher number of responses.

Medicaid Enrollees with Higher NeatPremium Assisatnce Enrollees with Higher Nesd

Approximately 108,000 HCIP enrollees completed a healthcare needs assessment screener. Select individuals who
reported deficits in activities of daily living, severe mental illness, or were homeless were automatically assigned

to Medicaid and are not inctled in this evaluation. For the remainder, composite scores were compiled where all
screened had a score on a continuum that ranged between 0.02 (no utilization) and 0.61 (extremely high
utilization). A *“ tatDrd&badedon thé assyptos that X ppearckrit of thdseehd took the
Questionnaire would demonstrate a higher need. Individuwath composite scores lower than 0.18 had the

option of choosing ®HPor they were auteassigned to HPR while those with a composite score valueof8

or higher were deemed to have exceptional healthcare needs and were assigned to a Medicaid plan. Because
those near the threshold reported near similar experiences in terms of higher utilization, programmatic

assignment enables application of quagperimental methods to test for differential program effects.

New Traditional Medicaid Enrollees/New Premium Assistance Commercial Enr@laascedon Key
Demographics

The original design to test Ieimcome parents on the traditional Medicaid program ¢abelow 17 percent FPL)
to low-income parents in th€@HPgmore than 17 percent FPL) and replicate gugagierimental methods similar
to those described above was not achievable. Fidelity of the income variable and parental status in the DHS
enrollment data violated the assumptions required for this methodological approach. Because of income
discrepancies identified related to eligibilitietermination combined with the fact that income is determined at
the point of eligibility determination and variestsstantively, the original approach was deemed infeasible.

However, because individuals previously eligible for Medicaid but newly enrolled weseneaned for

exceptional healtbare needs and overl6,0000f the newly eligible HCIP enrollees did notadke screener,
comparison of newly enrolled nescreened individuals within the two programs was possible. These individuals
represent theGeneralPopulation in each program. They wdpalancedacross programmon demographic

variables and provided the dity to compare programmatic effects for thi@neral (i.e., norscreened)

Population.

f. Methodological approaches
Regressiomiscontinuity

In evaluations such as this where random assignment to treatment and control groups is not feasible,
comparisons can be performed by examining subgroups of individuals based on scores just below or above a cut
point value of a predetermined variable. Faethigher needgroup, this approach offered the opportunity to

examine individuals who took the Questionnaire but were assigned to Medicaid or QHP enroliment based upon

Copyright © 2016 by the Arkansas Center for Health Improvement. All rights reserved. ACHI

Arkansas Health Care IndependenlaterimmRemgr am (APri vatRageQpdfb3on o)



their responsesind a predetermined composite score thresholthe assumption is thamdividuals with very
similar scores on either side of the guoint (threshold)should not differ significantly on need, even though the
cut-point assigns the individuals into different groups. Regression discontinuity is aegpasimental design that
is increasingly being used in evaluation analysésst differences attributale to group assignmeftt

In our evaluation, roughly onkalf ofthe new enrollees to Medicaid and premium assistance plans completed a
health care needs assessment screener (described above). Those with a composite score of less than 0.18 were
assigned t@ QHR while those with a score of 0.18 or higher were assigneaiMedicaidplan. If the regression

line examininghe association between composite score and an outcome variable of intergstr{umber ofER

visitsto treat an emergent conditiorpasses continuously through the cpbint, we wouldnot expect to see a

program effect. If wavere to observea sharp jump at the composite score qgint where the program

assignment was made, weould have a strong indication that the junwpas due to the pogram effect and not
attributable to individual demographics or traitSurther details on this methodological approach tenfound in
Addendum Appendix.A

Inverse Propensity Score Weighting

Enrollees were not randomly assigned to the traditional Medigdan or aQHP Therefore, propensity scores can
be described as the probability of being assigned to a treatment gfleene, ourQHPgroup)given a set of
underlying characteristics (or observed covariat@#). our evaluation, for those newly eligikledividuals in

either traditional Medicaid or th&QHPwho were not screened, we calculated the probability of being assigned to
a QHPtreatment group (as opposed to the traditional Medicaid control group). We calculated the probability of
assignment to atment based on age, gender, race/ethnicity, and parental status for our geocoded and claims
data andwe also includedbesity statuseducation, marital, and recent work status covariates for CAHPS data.
The goal was to balance the groups assigned to traditional Medicai@biPhy the underlying characteristics
included in the propensity scoraodels Using propensity scores in ounpirical assessment of group differences
in access, quality, or healthcare outcontess the potential taeduce biases associated with imbalanced
underlying characteristics across groups. We used a technique called stabilized inverse probability ohtreatme
weighting (SIPTW) to incorporate propensity scores into our statistical m&d&Rurther details on this
methodological approach cdre found in Addendum Appendix A

Direct Comparison ofProgrammatic Gostsand CostEffectiveness Assessment

As desched above, while PMPM costs for premium assistance are reflected in the cumulative premiums paid to
carriers when combined with Medicaid payments for wiapund services, including NEMT, no similar source of
PMPM costs for Medicaid existed. PMPM costaftaoth programs were constructed to enable prograost
comparisons. Allocation of neglaims related Medicaid payments (supplemental payments) were allocated and
Medicaid administrative costs associated with new enrollees (i.e +fined costs) were iddified and

incorporated as described in Appendix

We calculated®MPMs for observed Medicambsts QHPcosts and estimatedQHRexperience modeled with
Medicaid payment rateswith and without utilization adjustments. We provide direct program cost carngons
based upon actual cumulative premiums paid; modeled PMPMs calculated from distribution of observed
utilization experience within th@HR (inpatient, outpatientER prescriptions filled, and other), modeled
projected PMPMs based upon observ@#iPutilization experience and estimated administrative costs within the
QHR adjusted for Medicaid payment rates; modeled projected PMPMs based upon mdgdRehrollee
utilization in Medicaid with Medicaid payment rates; and finally, actual Medicaid PMEd fiar newly eligible
Medicaid enrollees.
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To support pol i cymak e refféctivahess determinatiostrade-offs forincreméritah g c o s t
increases in access associated with identifiable payment increases were determined. Specific provider payment
differentials €.g.,primary care outpatient rates) were determined and observed differences in associated effects
(e.g.,primarycare accessibility, inappropriateRuse) facilitatedhe development of incremental cost

effectiveness ratios for select indicators

Gounterfactual Medicaidimpact Smulation and Sensitivity Analyses

Examination of the hypothetical costs of covering¢ghet i r e expansion popul ation i
Medicaid program and the programmatic changes necessary to achieve a similar outcome to that experienced
through premium assistance is a core component of the demonstration evaluation. The pricéatglaGtiee

supply of medical providers and their ability and/or willingness to provide for healthcare needs of the expansion
population through the existing Medicaid program was the central component of the simulation model.

To model the potential Medicdiprogram impact of the counterfactual, we examined the potential programmatic
impact on costs had increases in payment rates been required to maintain provider access. Individuals whose care
would unlikely be exposei the impact of rate adjustments werxcluded €.g.,individuals 65 and over for

whom Medicare would be primanyayeron most medical services, childrésss thanl year old covered on a

different payment rate schedule).

Differences observed for total Medicaid expenditures were calculatétcatmental increases and expressed as a
total program cost effect. These were allocated onto enrollment month Medicaid PMPMs calculated above for
the demonstration population. Summation of the experienced Medicaid PMPMs in our comparison groups with
the additional PMPM load caused by potential rate increases resulted in the generation of counterfactual PMPMs
based upon underlying alternative rate increase scenarios. Importantly for this simulation model, increases in
utilization due to increasing rates wenot included. Future examination based upon observed utilization
differences maye includedn the final report.

lll.  Findings

a. Overview
We open this section presenting results from our statistical data models that tested hypotheses for empirical
differences in access, quality, and outcomes between our Medicaid@ABenrollee groups. As described
previously, we used two comparison populations.

The first population compares traditional Medicaid enrollegsose who did not complete thexceptionalhealth
care needs Questionnaire-with QHP enrollees who also did not complete the Questionnaire. As previously
stated, these enrollees are reflective of the General Population.

The second population includes individuals who completed the Questionnaire. Those wéhdeeeed to have
exceptional healthcare needs by virtue of attaining a composite score threshold were assigned to Médicaid.
others completing the Questionnaire who did not attain the threshold were enrolledJdhiB Using the

regression discontinuitgpproach conclusions about differences between Medicaid @tdlPenrollees in this
population are made at the threshold epbint. Enrollees with composite scores close together on both sides of
the cutpoint, but coveed by different programs, are the focus of this comparisonrdfoee, thecomparison is
thus reflective of a population with higher needs

Thus, wehave two populations containing two comparison groups. Each of the four groups are mutually exclusive
and, in total representour complete analytical data population. For simplicity in explaining results for the
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populations, we refer to the first population as General Population (depicted in blue in table rows) and the second
group as Higher Needs (depictedred in table rows). In the tables below, adjusted significant estimedésl and
proportion differences are highlighted in bold and italics. A statistically significant difference in Medic&xH&énd
proportions or rates is confirmed by avalue of 0.0%r lower. To facilitate interpretation of contents in the

tables a graphical guide to tables is presented beleee Figure 8)

A brief profile of continuously enrolled HCIP enrollees is presented to demonstrate the stability of enroliment.
This is follaved by the results of an exercise to present the PMPM costs observed for the Medica@Hénd
enrollees. By using price differences across both programs paid to providefsraauvices, we estimated PMPM
HCIP costs adjusted for Medicaid pricing andzatiion enrollee experiences. With these estimates, we performed
a sensitivity analysis simulating increases in Medicaid prices likely to have been required tatPain
experienced healthcare improvements.

For contextual background and support of our findings haee placed tables in Appendixit profile 2014
Medicaid andQHPenrollment by month. Appendix @lso contains tables to visually assess pgmdemand and
present demographic profiles of the dgtical comparison population groups under study.

b. How to Interpret Result Tables
Figure 8. Guide to Tables

Guide to Tables

Crwde (unadjusted) population sizes Dbserved differencs compared ta
[n} and PMedicaid and Commercial pedicaid
MEASUre prepertion or rate

Specific measure

Felatren Statistical

Dafference Dafference

Geogrankss Rosags fnal - Comparizan hadizaid Crrurmsar sl t{;-nrl:-nnt::l p=wulea)
Fropartion of enroliess within 30 minuta 61,918 (0. 385

enf o Primary Care Physisian e DASH OO DO9ER [0.003] -0.8% 0494
(ST TR — e Cide |n, prapartion) ., 4,487 (1,996 25,023 (0.576] .
[ &ibit?ﬂtiﬁm. Stdfrn— <0958 [0.001]  0.971 (0.007]> -2.7% [ o578
General Population
Comparisan Graup Adjusted estimated proportion or p-valus
{mlways in blue) r“'{EM}'Th“"m“d""m“'f (& value < 0,05 indicates a
now facilitate an "apples-to-apples significant difference in
Higher Meeds comparison of proportions or rates Commereial and Medicaid
Comparison Group across Medicaid and Commearcial results)
{Blways in pink) anrcllees
C. Access, Quality, and Outcomes Hypotheses Testing

For each hypothesis undstudy,we present empirical resudtfor the compiled indicators to determine
differences between Medicaid ar@HPenrollees.

Hypothesis

1. HCIP beneficiaries will haegual or better accesgo health care compared with what they would have
otherwise had in the Medicaid fefor-service system over time.

Results contained in Table 2 assessing network adequacy through geographic proximity of providers revealed
minimal differences between praders participating in the commercial networks and those accepting Medicaid
beneficiariesThe proportion of enrollees within 30 minutes of a primary care physician and the proportion of
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enrollees within 60 minutes of most specialists showed no differerMewr, but statistically significant

differences were observed for Orthopedists and for Oncologists. A higher propoft@HPenrollees haveccess

to Orthopedistscompared to Medicaid ewtlees, with differences of 4.9 percemtthe General Populatioand

11.3 percenin the Higher Needs population. Conversely, a higher proportion of Medicaid enrollees have access
to Oncologists compared @QHPenrodllees, with differences of 4.1 perceimtthe General Population and 10.2
percentin the Higher Needs pulation. Except for these minor differences, both the commercial and Medicaid
networks met geographic access standards of the AID.

Table 2. Differences in Geographic Access to Health Care between Medicaid and QHP Enrollees

Relative Statistical
Difference Difference
Geographic Access Indicators Comparison Medicaid QHP (percent?) (p-value?)
Proportion of enrolleesvithin 30 minutesofa  Crude (nproportion) 9,604 (0.993) 61,918 (0.986)
Primary Care Physician. ‘Adjusted(LSM, StdErr) 0.994 (0.001) 0.986 (0.003) -0.8% 0.494
(sourceGIg Crude (nproportion) 4,487 (0.996) 25,023 (0.976)
2Adjusted(LSM, StdErr) 0.998 (0.001) 0.971 (0.007) -2.7% 0.578
Proportion of enrollees within@minutesofa  Crude (nproportion) 9,604 (0.994) 61,918 (0.977)
Cardiologist. Adjusted(LSM, StdErr) 0.995 (0.001) 0.977 (0.001) -1.8% 0.116
(source: GI Crude (nproportion) 4,489 (0.996) 24,214 (0.944)
2Adjusted(LSM, StdErr) 0.997 (0.002) 0.953 (0.009) -4.4% 0.100
Proportion of enrollees within ® minutesof Crude (nproportion) 6,541 (0.993) 34,852 (0.990)
an Obstetrician/Gynecologist. 1Adjusted(LSM, StdErr) 0.994 (0.001) 0.990 (0.001) -0.4% 0.743
(source: GIp Crude (nproportion) 4,491 (0.997)  24,947(0.973)
2Adjusted(LSM, StdErr) 0.998 (0.001) 0.976 (0.003) -2.2% 0.466
Proportion of enrollees within®@minutesofa  Crude (nproportion) 9,604 (0.994) 61,918 (0.995)
Psychiatrist. ‘Adjusted(LSM, StdErr) 0.995 (0.001) 0.995(0.000) 0.0% 0.968
(source: GIp Crude (nproportion) 4,491 (0.997) 25,365 (0.989)
2Adjusted(LSM, StdErr) 0.999 (0.001) 0.984 (0.006) -1.5% 0.771
Proportion of enrollees within® minutesof Crude (nproportion) 9,604 (0.937) 61,918 (0.983)
an Orthopedist. Adjusted(LSM, StdErr) 0.937 (0.003) 0.983 (0.001) 4.9% <0.001
(source: GI Crude (nproportion) 3,886 (0.863) 24,778 (0.966)
2Adjusted(LSM, StdErr) 0.867 (0.007) 0.965 (0.002) 11.3% 0.001
Proportion of enrollees within® minutesof Crude (nproportion) 9,604 (0.993) 61,918 (0.979)
an Ophthalmologist. Adjusted(LSM, StdErr) 0.995 (0.001) 0.978 (0.001) -1.7% 0.140
(source: GI Crude (nproportion) 4,487 (0.996) 24,449 (0.953)
2Adjusted(LSM, StdErr) 0.997 (0.001) 0.954(0.004) -4.3% 0.147
Proportion of enrollees within® minutesof Crude (nproportion) 9,604 (0.990) 61,918 (0.950)
anOncologist. 1Adjusted(LSM, StdErr) 0.991 (0.001) 0.950 (0.009) -4.1% <0.001
(source: GIp Crude (nproportion) 4,453 (0.989) 22,999 (0.897)
2Adjusted(LSM, StdErr) 0.989 (0.002) 0.888 (0.006) -10.2% 0.001
Proportion of enrollees within®@minutesofa  Crude (nproportion) 9,604 (0.994) 61,918 (0.995)
General Surgeon. 1Adjusted(LSM, StdErr) 0.995 (0.001) 0.995 (0.000) 0.0% 0.984
(source: GI$ Crude (nproportion) 4,491 (0.997) 25,415 (0.991)
2Adjusted(LSM, StdErr) 0.998 (0.001) 0.993 (0.001) -0.5% 0.872

Notes: ! Comparestraditional Medicaid enrollees an@HPenrolleeswho did not screen by completing the exceptional health care needs Questionn
Adjusted analysis was performed using a logistic regression with stabilized inverse probability of treatment wéightimzares Medicaid enrollees
screenedo haveexceptonal health needsrad QHPenrollees screenelut not meeting the threshold foexceptional health care needadjusted
analysis was performed using regression discontinuity around an exceptional needs scregr@nicidue to problems fitting full modewe restricted
this analysis to only enrollees imnal regions? Relative percent calculated a®KiP- Medicaid)/Medicaidx 100.

4 Due to lack of geographic access being a rare evevaluyes for differences were obtained using a Poisson regression

Abbreviations: n=number of persons; LSM=least squares estimated mean; StdErr=standard error of estimated mean.

In Table 3 we present results from four perceived access measures that €itRemrollees having better
perceivedaccess than Medicaid enrollees across three measures in the General Population, and two measures in
the Higher Needs population. For enrollees who reported needing care right away, a greater propo@idpR of
enrollees in both populations reported alwaysceiving care as soon as needed compared to their Medicaid
enrollee comparison populations (13p2rcenthigher in the General Population and 1@&centhigher in the

Higher Needs population). In additic@HPenrollees were also more successful in algvbgving ease of receiving
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the care, tests, and treatment they needed compared to Medicaid enrollees p&dcenthigher in the General
Population and 19.@ercenthigher in the Higher Needs population). We also conclude that a greater proportion
of Geneal PopulatiomQHPenrollees always got an appointment for a chegkor routine care as soon as needed
compared to traditional Medicaid enrollees (1%ércenthigher) but cannot conclude a difference for the same
indicator across the Medicaid af@HPenrallees for thosdn the Higher Needs population.

Table 3. Differences in Perceived Access to Health Care between Medicaid and QHP Enrollees

Relative Statistical
Difference Difference
Perceived and Realized Access Indicators Comparison Medicaid (percent?) (p-value)
Proportion of enrollees whalways received Crude (nproportion) 289 (0.554) 404(0.616)
care when it was needed right away. (source:  *Adjusted(LSM, StdErr) 0.567 (0.051) 0.642(0.045) 13.2% 0.005
CAHPS) Crude (nproportion) 417 (0.548) 563 (0.657)
2Adjusted(LSM, StdErr) 0.549 (0.023)  0.642 (0.024) 16.%% 0.013
Proportion of enrollees whalways got an Crude (nproportion) 398(0.518) 576 (0.568)
appointment for a check-up or routine care as  *Adjusted(LSM, StdErr) 0.561 (0.046) 0.629(0.041) 12.1% 0.002
soon as needed. Crude (nproportion) 627 (0.549) 755 (0.574)
(source: CAHPS) 2Adjusted(LSM, StdErr) 0.558 (0.018) 0.565 (0.017) 1.3% 0.799
Proportion of enrollees whalways got an Crude (nproportion) 220 (0.473) 363 (0.543)
appointment to a specialist as soon as 1Adjusted(LSM, StdErr) 0.404 (0.061) 0.467 (0.060) 15.6% 0.090
needed. Crude (nproportion) 418 (0.519) 500 (0.556)
(source: CAHPS) 2Adjusted(LSM, StdErr) 0.518 (0.025) 0.508 (0.026) -1.9% 0.783
Proportion of enrollees whalways easy to Crude (nproportion) 442 (0.518) 641 (0.623)
get the care, tests, and treatment needed. 1Adjusted(LSM, StdErr) 0.459 (0.042) 0.645(0.036) 40.5% <0.001
(source: CAHPS) Crude (nproportion) 576 (0.465) 891 (0.597)
2Adjusted(LSM, StdErr) 0.484 (0.018) 0.579 (0.017) 19.6% 0.001

Notes: ! Comparestraditional Medicaid enrollees an@HPenrolleeswho did not screen by completing the exceptional health care needs Questionn
Adjusted analysis was performed using a logistic regression with stabilized inverse probability of treatment wéiGhtimmares Medicaid enrollees
screenedo haveexceptional health needsnad QHPenrollees screenebtlut not meeting the threshold foexceptional health care need&djusted
analysis was performed using regression discontinuity around an exceptional needs scregr@ntctiRelative percent calculatieas
(QHP-Medicaid)/Medicaid X.00.

Abbreviations: n=number of persons; LSM=least squares estimated mean; StdErr=standard error of estimated mean.

In Figure Qve present a graph to depict realized access in the context of the average number of days to first
outpatient visit of any kind. We restricted this analysis to enrollees within the General Population (1,981 Medicaid
enrollees; 41,198 QHP enrollees) whorevenrolled the entire 365 days of 2014. By 30 days of enroliment, 21.2
percent of QHP enrollees had accessed an outpatient visit compared to 8.2 percent of Medicaid enrollees
(p<0.001). By 90 days of enrollment, 41.8 percent of QHP enrollees had acaességatient visit compared to

29.6 percent of Medicaid enrollees (p<0.001).
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Figure 9. Proportion of Medicaid and QHP Enrollees with a First Outpatient Care Visit, by Day
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Table4 compareautilization of ERneasures foMedicaid andQHPenrollees in both the Generabpulation and
the Higher Needpopulation. Emergent and neemergent ER visits were mpiled using a commonly usétew
York UniversityNYU algorithm3%32 Unassigned ER Vvisits include visits thatalgorithm did not assign as
emergent or noremergent (includindeR visit$or psychiatric, alcohol and substance abuse, etc.).

Onthree of the four ERmeasuresa lower proportion of visits wermadeby QHPenrollees irthe General
Populationand Higler Needs population compared to Medicaid enrolleBEisese include totdERvisits (13.2
percentlower in the General Population and 5@&rcentlower in the Higher Needs population), nemergent
emergency room visits (58gdercentlower in the General Population and 63ércentlower in the Higher Needs
population), and unassigned ER visits (#dcentlower in the General Population and 6 f@rcentlower in the
Higher Needs population). For emergent ER viQitdPenrollees hada higher proportion of use than Medicaid
enrollees (122.percenthigher in the General Population and 5pé&rcenthigher in the Higher Needs
population).
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Table 4. Differences in Utilization of Emergency Room Services between Medicaid and QHP Enrollees

Relative Statistical
Difference Difference
Emergency Room Indicators Comparison Medicaid QHP (percent?) (p-value)
Rate ofTotal Emergency Room Visits per 12 Crude(n, mear) 11,006 (1.066) 69,499 (0.908)
months of enroliment. 1Adjusted(LSM, StdErr) 1.034 (0.03) 0.898 (0.016) -13.2% <0.001
(source: Claims) Crude (nmean) 10,893 (1.537) 60,031 (0.630)
2Adjusted(LSM, StdErr) 1.521 (0.050) 0.749 (0.062) -50.8% <0.001
Rate ofEmergent Emergency Room Visits per ~ Crude (nmean) 11,006 (0.153) 69,499 (0.345)
12 months of enrollment. 1Adjusted(LSM, StdErr) 0.149 (0.006) 0.331 (0.008) 122.1% <0.001
(source: Claims) Crude (nmean) 10,893 (0.260) 60,031 (0.214)
2Adjusted(LSM, StdErr) 0.210 (0.012) 0.319 (0.039) 51.9% 0.002
Rate ofNon-Emergent Emergency Room Visits ~ Crude (nmean) 11,006 (0.87) 69,499 (0209
per 12 months of enrollment. 1Adjusted(LSM, StdErr) 0.494 (0.017) 0.207(0.006) -58.1% <0.001
(source: Claims) Crude (nmean) 10,893 (0.661) 60,031 (0.192)
2Adjusted(LSM, StdErr) 0.679 (0.028) 0.247 (0.029) -63.6% <0.001
Rate ofUnassigned-Emergency Room Visits Crude (nmean) 11,006 (0.395) 69,499 (0.354)
per 12 months of enrollment. 1Adjusted(LSM, StdErr) 0.394 (0.013) 0.357 (0.008) -9.4% <0.001
(source: Claims) Crude (nmean) 10,893 (0.617) 60,031 (0.224)
2Adjusted(LSM, StdErr) 0.633 (0.027) 0.209 (0.023) -67.0% <0.001

Notes: ! Comparestraditional Medicaid enrollees an@HPenrolleeswho did not screen by completing the exceptional health care needs Questionn
Adjusted analysis was performed using a negative binomial regression with stabilized inverse probability of treatmemtgs#e@imipares Medicaid
enrollees screenetb have exceptional health needsna QHPenrollees screenebtut not meeting the threshold foexceptional health care needs
Adjusted analysis was performed using regression discontinuity around an exceptional needs screpaiait.cURelative percent calcated as
(QHP-Medicaid)/Medicaid X.00.

Abbreviations: n=number of persons; LSM=least squares estimated mean; StdErr=standard error of estimated mean.

Table 5 presents findings for the difference in rates for preventable hospitalizations aredisd 36day
readmissions. We did not find any differences betwé€dtiPand Medicaid enrollees in either the General
Population or Higher Needs population.

Table 5. Differences in Rates of Preventable Hospitalizations and Readmissions between Medicaid and
QHP Enrollees

Statistical
Difference
(p-value)

Relative
Difference
(percent?)

Medicaid
11,006 (0.078)

Preventable Utilization Indicators
Rate ofPreventable hospitalizations per 12

Comparison
Crude (nmean)

69,499 (0.073)

months of enroliment. 1Adjusted(LSM, StdErr) 0.078 (0.004) 0.073 (0.001) -6.4% 0.196
(source: Claims) Crude (nmean) 10,893 (0.14p 60,031 (0.050)

2Adjusted(LSM, StdErr) 0.088 (0.005) 0.092 (0.004) 4.5% 0.632
Proportion of enrollees with ankll cause 30- Crude (nmean) 545 (0.117) 6,369 (0.125)
day readmission. 1Adjusted(LSM, StdErr) 0.131 (0.014) 0.124 (0.005) -5.3% 0.669
(source: Claims) Crude (hmean) 1,363 (0.132) 2,720 (0.102)

2Adjusted(LSM, StdErr) 0.098 (0.011) 0.114 (0.011) 16.3% 0.400

Notes: ! Comparestraditional Medicaid enrollees an@HPenrolleeswho did not screen by completing the exceptional health care needs Questionn
Adjusted analysis was performed using negative binomial (rate) and logistic (proportion) regression with stabilized riobebsktypof treatment
weighting.2 Compares Melicaid enrollees screendd haveexceptional health needsnd QHPenrollees screenetut not meeting the threshold for
exceptional health care needadjusted analysis was performed using regression discontinuity around an exceptional needs screpoiat.clRelative

percent calculated as)QHP- Medicaid)/Medicaid x.00.

Abbreviations: n=number of persons; LSM=least squares estimated mean; StdErr=standard error of estimated mean.

Compared to Medicaid enrollees in the Higher Needs population, results in Tabhdwhat a higher proportion
of QHPenrollees were successful every time in getting transportation to see a personal doctopétdeht
higher) or specialist (13ercenthigher). No differences were found between the General Population Medicaid

andQHPenrollees.
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Table 6. Differences in Non-Emergency Transportation between Medicaid and QHP Enrollees

Relative Statistical

Difference Difference
Non-Emergency Transportation Indicators Comparison Medicaid (percent?) (p-value)
Proportion of enrollees whdlever did not Crude(n, proportior) 430 (0.809) 618 (0.793)
visit a personal doctor because of lack of 1Adjusted(LSM, StdErr) 0.797 (0.032) 0.786 (0.030) -1.4% 0.582
transportation. Crude (nproportion) 950 (0.811) 1,329 (0.881)
(source: CAHPS) 2Adjusted(LSM, StdErr) 0.804 (0.020) 0.894 (0.018) 11.2% 0.002
Proportion of enrollees whdlever did not Crude (nproportion) 197 (0.878) 322 (0.842)
visit a specialist because of lack of 1Adjusted(LSM, StdErr) 0.875 (0.019) 0.831 (0.013) -5.3% 0.069
transportation. Crude (nproportion) 639 (0.843) 769 (0.905)
(source: CAHPS) 2Adjusted(LSM, StdErr) 0.814 (0.026) 0.920(0.020) 13.0% 0.003

Notes: ! Comparestraditional Medicaid enrollees an@HPenrolleeswho did not screen by completing the exceptional health care needs Questionn
Adjusted analysis was performed using a logistic regression with stabilized inverse probability of treatment wéigbtimgares Medicaid enrollees
screenedo haveexceptonal health needsrad QHPenrollees screenebut not meeting the threshold foexceptional health care needadjusted
analysis was performed using regression discontinuity around an exceptional needs screquentcRelative percent calculated as
(QHP-Medicaid)/Medicaid X.00.

Abbreviations: n=number of persons; LSM=least squares estimated means; StdErr=standard error of estimated mean.

Hypothesis

2. HCIP beneficiaries will hawgual or better care and outcomesompared with what they would have
otherwise had in the Medicaid fefr-service system over time.

Table7 comparegpreventivemeasures foMedicaid andQHPenrollees in both the Generabpulation andthe
Higher Needgopulation On threeof the five measuresQHPenrollees in the General Population were more
likely to receivepreventivecare compared with similar enrollees in Medicaid. Among enrollees with Higher
Needs, those iQHR were more likely to receive each of theeventivemeasures comparetb Medicaid
enrollees. Of particular note, for Higher Needs enrollees, a higher proportion of thosgHPaceived flu shot
or spray by July 1, 2014 than those in Medicaid (p@r2enthigher). In addition, a higher proportion QHP
enrollees received any (14pércenthigher for the General Population and 6@&rcentfor those with Higher
Needs) or all (6.Bercenthigher for the General Population and 14&rcentfor those with Higher Needs)
secondary prevention screenings thegne eligible for compared to Bdicaid enrollees. Falinical management
measuredtertiary prevention) a higher proportiorof diabeticsenrolled in a QHP received an HbA1C assessment
(8.4 percent higher for the General Population and 5.5 percent forethath Higher Needs) but no differences
were observedn LDEc screenings across Medicaid and QHP enrollees in both populations.
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Table 7. Differences in Primary, Secondary, and Tertiary Preventive Health Care between Medicaid

and QHP Enrollees

Primary/Secondary/Tertiary Preventive
Health Care Indicators

Proportion of enrolleeseceiving flu shot or
spray (primary).

(source: CAHPS)

Proportion of enrollees wheeceived at least
one eligible screening (secondary).
(source: Claims)

Proportion of enrollees wheeceived all
eligible screenings (secondary).
(source: Claims)

Proportion ofdiabetics with evidence of
HbA1C assessment (tertiary).
(source: Claims)

Proportion ofdiabetics with evidence of
LDL-c screening (tertiary).
(source: Claims)

Comparison
Crude(n, proportior)
1Adjusted(LSM, StdErr)
Crude (nproportion)
2Adjusted(LSM, StdErr)
Crude (nproportion)
1Adjusted(LSM, StdErr)
Crude (nproportion)
2Adjusted(LSM, StdErr)
Crude (nproportion)
1Adjusted(LSM, StdErr)
Crude (nproportion)
2Adjusted(LSM, StdErr)
Crude (n, proportion)
1Adjusted (LSM, StdErr)
Crude (n, proportion)
2Adjusted (LSM, StdErr)
Crude (n, proportion)
1Adjusted (LSM, StdErr)
Crude (nproportion)
2Adjusted (LSM, StdErr)

Medicaid
593 (.287)
0.297 (0.031)
526 (0.397)
0.385 (0.017)
9,089 (0.230)
0.258 (0.005)
9,591 (0.406)
0.412 (0.015)
9,089 (0.182)
0.158 (0.004)
9,591 (0.170)
0.203 (0.008)
432 (0.722)
0.730 (0.018)
1,495 (0.800)
0.804(0.018)
432 (0.687)
0.674 (0.019)
1,495 (0.681)
0.695(0.020)

861 (0.314)
0.311 (0.030)
702 (0.414)
0.459 (0.018)
57,460 (0.301)
0.296(0.002)
50,043 (0.394)
0.660 (0.041)
57,460 (0.163)
0.168 (0.002)
50,043 (0.208)
0.232 (0.006)
4,225 (0.792)
0.791 (0.006)
3,966 (0.847)
0.848(0.010)
4,225 (0.651)
0.649 (0.008)
3,966 (0.720)
0.715(0.013)

Relative

Difference
(percent?)

4.7%

19.2%

14.7%

60.2%

6.3%

14.3%

8.4%

5.5%

-3.7%

2.9%

Statistical
Difference
(p-value)

0.450

0.008

<0.001

<0.001

0.020

0.014

0.001

0.046

0.247

0.476

Notes: ! Comparestraditional Medicaid enrollees an@HPenrolleeswho did not screen by completing the exceptional health care needs Questionn
Adjusted analysis was performed using a logistic regression with stabilized inverse probability of treatment wéiGhtimmares Medicaid enrollees
screenedo haveexceptonal health needsrad QHPenrollees screenetlut not meeting the threshold foexceptional health care needadjusted

analysis was performed using regression discontinuity around an exceptional needs screqguentciRelative percent calculated as

(QHP-Medicaid)/Medicaid X.00.

Abbreviations: n=number of persons; LSM=least squares estimated mean; StdErr=standard error of estimated mean.

Table 8 presents the proportion of female enrollees who obtained a hysterectomy, and the proportion of all

enrollees receiving a cholecystectomy or cardiac catheterizaordifferences werebservedin the proportion

of Medicaid and QHP enrollees thatceived a hysterectomy or cholecystectomy. In the General Population, a
higher proportion (62.5 percent) of QHP enrollees received a cardiac catheterization compared to Medicaid
enrollees. No difference was detected between Medicaid and QHP enrollgas ifigher Needs Population.

Table 8. Differences in the Use of Health Care Services between Medicaid and QHP Enrollees

Relative

Statistical
Difference
(p-value)

Difference
(percent?)

Use of Health Care Services Indicators Comparison Medicaid (o] ]

Rate othysterectomy per 12 months of
enrollment among women.
(source: Claims)

Rate ofcholecystectomy per 12 months of
enrollment.
(source: Claims)

Rate ofcardiac catheterization per 12 months
of enrollment.
(source: Claims)

Crude (n, proportion)
1Adjusted (LSM, StdErr)
Crude (n, proportion)
2Adjusted (LSM, StdErr)
Crude (n, proportion)
1Adjusted (LSM, StdErr)
Crude (n, proportion)
2Adjusted (LSM, StdErr)
Crude (n, proportion)
1Adjusted (LSM, StdErr)
Crude (n, proportion)
2Adjusted (LSM, StdErr)

7,501 (0.011)
0.011 (0.002)
6,995 (0.014)
0.010(0.002)
11,006 (0.011)
0.011 (0.001)
10,893 (0.022)
0.021(0.002)

11,006 (0.008)
0.008 (0.001)

10,893 (0.036)
0.026(0.002)

39,141 (0.012)
0.012 (0.001)
35,812 (0.012)
0.016(0.002)
69,499 (0.010)
0.010(0.000)
60,031 (0.013)
0.016(0.001)
69,499 (0.013)
0.013 (0.000)
60,031 (0.014)
0.028(0.002)

9.1%

52.2%

-9.1%

-26.2%

62.5%

4.5%

0.633

0.083

0.304

0.053

<0.001

0.719

Notes: ! Comparestraditional Medicaid enrollees an@HPenrolleeswho did not screen by completing the exceptional health care needs Questionn
Adjusted analysis was performed using a logistic regression with stabilized inverse probability of treatment wéiGhtirgares Mediaid enrollees
screenedo haveexceptional health needsnad QHPenrollees screenetlut not meeting the threshold foexceptional health care needadjusted

analysis was performed using regression discontinuity around an exceptional needs scregentcéiRelative percent calculated as

(QHP-Medicaid)/Medicaid X.00.

Abbreviations: n=number of persons; LSM=least squares estimated mean; StdErr=standard error of estimated mean.
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Table 9 presents hospital health services utilization andaatjested mortality rates. In the Higher Needs
population,QHPenrollees had a lower rate of hospitalizations than Medicaid enrollees & c&ntlower) but

no difference in average length aby was observedin the General Population there was no hospitalization rate
difference betweerQHPand Medicaid enrollees, but of those hospitalized the average length of stay was longer
for QHPenrolleescompared to Medicaid enrollees (¥percentlonger).

Table 9. Differences in Hospital Inpatient Stays, Average Length of Stay, and Age-Adjusted Mortality
between Medicaid and QHP Enrollees

Relative Statistical

Difference Difference
Use of Health Care Services Indicators Comparison Medicaid (percent?) (p-value)
Rate ofHospital discharges per 12 months of ~ Crude(n, proportion) 11,006 (0.129) 69,499 (0.123)

enroliment. 1Adjusted(LSM, StdErr) 0.129 (0.005) 0.123 (0.002) -4.7% 0.267
(source: Claims) Crude (nproportion) 10,893 (0.234) 60,031 (0.082)
2Adjusted(LSM, StdErr) 0.185 (0.012) 0.105 (0.016) -43.2% 0.001
Average length of stay Crude (nproportion) 1,153 (3.01) 7,982 (4.32)
(source: Claims) 1Adjusted(LSM, StdErr) 3.16 (0.054) 4.25 (0.023) 34.5% <0.001
Crude (nproportion) 2,234 (3.79) 4,371 (3.75)
2Adjusted(LSM, StdErr) 4.15 (0.154) 4.06 (0.127) -2.2% 0.679
Age-Adjusted Mortality Rate per 1,000 Crude (nproportion) 11,006 (0.002) 69,499 (0.003)
(source: Claims) 1Adjusted(LSM, StdErr) 0.002 (0.000) 0.003 (0.000) 76.6% 0.152
Crude (nproportion) 10,893 (0.005) 60,031 (0.002)
2Adjusted(LSM, StdErr) 0.004 (0.001) 0.003 (0.001) - 8.6% 0.786

Notes: ! Comparestraditional Medicaid enrollees an@HPenrolleeswho did not screen by completing the exceptional health care needs Questionn
Adjusted analysis was performed using a logistic regression with stabilized inverse probability of treatment wéiGhtimmares Medicaid enrollees
screenedo haveexceptonal health needsrad QHPenrollees screenebut not meeting the threshold foexceptional health care needadjusted
analysis was performed using regression discontinuity around an exceptional needs screqgu@ntcéRelative percent calculated as
(QHP-Medicaid)/Medicaid X.00.

Abbreviations: n=number of persons; LSM=least squares estimated mean; StdErr=standard error of estimated mean.

Hypothesis

3. HCIP beneficiaries will have bettmtinuity of care compared with what they would have otherwise had in
the Medicaid feefor-service system over time.

Table 10. Continuous HCIP Enrollment Profile by Month of Enroliment
2014 HCIP New Enrollees by Months of Coverage

January February March April May June July August September October November December Percent

1 1 1 1 1 1 1 1 1 1 1 1 71,190 32.6
0 1 1 1 1 1 1 1 1 1 1 1 13,204 6.0
0 0 1 1 1 1 1 1 1 1 1 1 10,528 4.8
0 0 0 1 1 1 1 1 1 1 1 1 20,131 9.2
0 0 0 0 1 1 1 1 1 1 1 1 24,227 11.1
0 0 0 0 0 1 1 1 1 1 1 1 15,112 6.9
0 0 0 0 0 0 1 1 1 1 1 1 12,013 55
0 0 0 0 0 0 0 1 1 1 1 1 12,741 5.8
0 0 0 0 0 0 0 0 1 1 1 1 7,821 3.6
0 0 0 0 0 0 0 0 0 1 1 1 7,716 35
0 0 0 0 0 0 0 0 0 0 1 1 9,965 4.6
0 0 0 0 0 0 0 0 0 0 0 1 3,711 17
Total Number and Percentage of HCIP Enrollees Continuously (1) Enrolled 208,359 95.3
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Table 1Qpresents the number d@HPenrollees with continuous enrollment by enrolimemonth cohort(1
indicates enrollment)In total, more than 9percentof enrollees maintained coverage through December, 2014.
Roughly 4.@ercentof HCIP enrollees dropped coverage before the end of 2014 areécéntexperienced a
churn episodedata not showi).

Hypothesis

4. Services provided to HCIP beneficiaries will prove teobeeffective.

Differences between the costs @HPenrolleesin commercial premium assistance and those managed through
the Medicaid system were expectetio evaluate coseffective aspects anthe impact of the use of premium
assistance in this Medicaid expansion, we employed three stratdgjrss, where possible, we calculated the
absolute differelce in payment rates between Medicaid FFS and Q8&wond, we quantified the differences in
utilization of aggregate services (e.g., hospitalizations, outpiatieits, etc.). Finally, using sedported

differences in availability of care identifiedbove, we estimated the incremental cost of improved access.

Exploration and characterization cdstdifferences were required to better understand their association with

effect differences in access, utilization, quality, and outcomes described above. Differences in payment rates and
utilization werealsoanticipated between Medicaid and tH@HPcarriers. Variation betweerQHPcarrierswas

also expectedbut for the purpose ofhis evaluationa weighted average of their experienaasutilized for the
QHPcomparison.

To determine cost differences for comparable services, we matched outpatient current procedure terminology
(CPT) codes, provider type, and sifeservice variables. Direct comparisons of paid claims following this
restriction allowed direct service spdcipayment differentials to be generated and percent differences
guantified. Typespecific provider estimates of the differentials betwededicaidand QHPsvere generated for
comparison. Finally, an overall cost differential betwédedicaidand QHPavascalculated for specified

outpatient services.

Table 11 presents actual prices for comparable services in Medicaid FFS and QHPs by provider type.

Table 11. Medicaid and Commercial Payer Price Differences for Outpatient Procedures by Provider
Type

Weighted Medicaid Weighted QHP Average Absolute Relative Difference
Provider Type Average Price Price Difference (Percent)
Primary Care Physician $53.07 $100.67 $47.60 89.69%
Advanced Practice Nurses (APN) $41.90 $68.19 $26.29 62.75%
Cardiologists $61.49 $126.36 $64.87 105.49%
General Surgery $52.74 $109.72 $56.98 108.05%
Obstetrician / Gynecologist (OB/GYN) $48.84 $92.72 $43.88 89.85%
Oncologist $62.56 $120.35 $57.79 92.37%
Ophthalmologists $44.47 $118.05 $73.58 165.46%
Orthopedists $50.75 $98.23 $47.49 93.57%
Psychologists / Psychiatrists $44.25 $91.92 $47.67 107.74%

Notes: WeightedQHPand Medicaid Averages Prices were based on the most common CPT procedures billed for outpatient serv
Only CPT procedures that were represented bot@QiPand Medicaid claims are included in the weighted averaBetativedifference
percent calculaed as QHP—Medicaid)Medicaidx 100.

Examination of all matched payment types for outpatient services represented above resulted in an absolute
difference weighted average of approximatél.3percent Less controlled examinations of other major
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categories of expense revealed similar dramatic differences in payfentnpatient hospital stays, avera@QeiP
payments were $11,894 per discharge compared to Medicaid payments (with supplemental additions) of $7,778,
a 53percentdifference. FOERnon-hospitalized visits, averageHPpayments were $598 per visit compared to
Medicaid paymats of $196, a 20percentdifference.Available information on prescription pricing revealed
Medicaid with a slightly higher price due to dispensing fees (avera$@ pér prescription filled) but due to lack

of access to rebate information for either Medicaid or Q&iPcarriers through their pharmacy benefit managers,
this information is likely not reflective of actual experience.

Utilization rates as a component differential cost also varied betwedviedicaid andQHPpremium assistance
While condition specific comparisons were impractical due to variations claims type and provider identification
between theMedicaid and QHBystemsMajor categories of servicdilization were categorizedrable 12below
displays the utilization rates fdvledicaid and QHP eventisr outpatient visits, hospitalizations, newmspitalized
ERvisits, prescription, and other claims.

Table 12. Observed Utilization Rates [Per-Member Per-Year (PMPY)] for QHP and Medicaid Enrollees
with a Minimum of Six Months Enroliment

Visit Type Medicaid Rate! QHP Rate?
Outpatient 3.854 4.442
Hospitalization 0.129 0.106
ER 1.014 0.731
Other3 6.189 6.695
Prescriptions 9.895 17.538

Notes: The total of member months used for all utilization metrics for the Medicaid population were 107,016. The total of membe
months used for all utilization metrics for tligHPpopulation was 1,270,118Medicaid rate includes those in traditional Medicaid
excluding thoseéMedically Frail2 Exclude$/edicaid run irperson time and Medicaid clairhiOther medical claims not classified above
(excludes A6000 administrative clainesy.,,PCCM, Transportatioir) Medicaid).

Clear and meaningful differences in utilization consistent with observed effects described above are
demonstrated Medicaid enrollees experienced fewer outpatient events armbncurrent higher rate dRvisits

and hospitalizationdmportantly, enrollees within QHPs received twice as many prescriptions than their Medicaid
counterparts.Because Medicaid utilizes different payment mechanisms and provider codes for select services
compared to theilQHPcounterparts, direct comparison of athiwices was not feasible. Future efforts to further
stratify the “other” category into meaningful servi

These payment rate and utilization differences provide an explanatory window into the effect differences
observed between ouramparison groups. They also directly contribute to the absolute cost differences and offer
the opportunity to explore effect differences between that experienced through premium assistance and that in
the Medicaid program.

Using the matched payments dedigd above from the primary care setting, we examined effect differences in
perceived access to determine the effettpgact associated with payment&xamining differences in utilization
betweenQHPenrolleesandtheir Medicaid counterparts, perceived difences in access reported above were an
improvement in acess by 13.fercentfor QHPcompared to Medicaiih the General Populatiorepresented by

“al ways getting car eAdifdneace of Aeperdeatdas repoged for throse avigh”

increased seklreported health care needs. From the observed §&rcentdifference in payment rates to

primary care outpatient providers, ratios of incremental access increase per payment difference were calculated
For the general populatiorg 1.48percentimprovement in access per J@rcentincrease in payment rateould
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be expectedFor those withincreased selfeported health care needs 1.88percentimprovement in access per
10 percentincrease in payment rateould be expected

d. Cost -Effectiveness

Based upon observed programmatic costs and utilization, PMPM rat€HBand Medicaid under alternative
scenarios were developedctual QHPpremiums paid represented the cumulative PMPM average of premiums
paid to carriers duringhe first program year Conversely, actual Medicaid expenditures paid for newly enrolled
previously eligible 184 year old adults were calculated and expressed as a PMPM (supplemental payments and
estimates for marginal administrative €3 were included-see Appedix 5for details) Finally, from observed
utilization and payment differencetvo models were generated to inform the counterfactual assessment of what
Medicaid would have experienced if a traditional expansion had been employed

PMPM payments were callated similarly for bottQHPand Medicaid enrollees by summing adjudicated claims

for the different categories of services and then summing thaltmonths of services for eacAdministrative

costs were estimated to be an average off8centfor commecial carriers while administrative costs for

traditional Medicaid weraletermined by examiningpending across all Department of Human Services categories
that were eligible for matching funds from the federal governm@iite model estimate for commer¢iBMPMs
developed from claims experience wad9$.24 a variance of &54from the actual PMPM premium paidwo
modelsdepicted below in Table h8ere pursued to estimate what th@HPenrolled individuals would have cost

in the Medicaid prograniThe firstmodelcontained in thesstimate 1 column provides PMPM costs €@idP

enrollees under the assumption that payments for services would reflect the prices paid in the Medicaid program.
Under this methodology, prices for services were altered to reflect #peBence of tharaditional Medicaid
population, while holding utilization of services for tQ&{Penrollees constantThe second modelimilar to the

first model contained in th&stimate 2 columradjusted for payment rate differences and utilizatiorfeliences

where known Allowing utilization of services to change better reflects the experience of the Medicaid enrollees
relative to theQHPenrollees.

Table 13. Observed and Estimated PMPM Cost Scenarios for Traditional Medicaid and QHP Enrollees
by Service Category

Per Member, Per Month (PMPM) Observed and Estimated Costs

Observed QHP Observed
Service Category Medicaid Premiums QHP Estimate 1 Estimate 2
Inpatient $78.37 $105.12 $60.49 $69.10
Prescription Medications $31.07 $72.02 $34.54 $32.67
EmergencyRoom $15.75 $36.40 $12.39 $14.01
Outpatient $25.54 $46.59 $27.40 $26.40
Other $65.87 $175.50 $64.51 $64.91
Total Claims $216.64 $435.63 $199.33 $207.10
Administrative $55.37 $60.61 $45.63 $45.63
AveragePMPM $272.01 $485.0% $496.24 $244.96 $252.73

Notes:  Average PMPM represents loaded (i.e., dossed reimbursement, supplemental payments, etc.) claims from Traditional
Medicaid claims:The average PMPM payment madeQéiPcarriers, excluding $4.65 attributed to wrap around serviééscludes
PMPM Administrative costs for Observ@tiPclaims were set at 18 percenf the total claimgaid excluding copayments and
deductibles* Average PMPM represents claims costs basedwerage Medicaid pricingAverage PMPM paid represents claims cos
based on average Medicaid pricing and utilization adjustment.

The modeled PMPMs approximated observedA®i4 for both the actual premiusnpaid $496.24estimated
compared to $48.05paid (@ 2 percentvariance)for those in theQHPsand the actual expenses inclusive of
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supplemental payments and estimated administratfonindividuals in Medicai{252.73 estimted compared

to 272.01 observed 7percentvariance. It is important tokeep in mind hese modeled PMPMs reflect the
estimated costs of care f@HPenrollees had they been managed through the existing Medicaid system and
experienced effects similar to those reported above. These PMPMs do not reflect any modification asting ex
Medicaid program due to rate modifications to achieve necessary access

e. Program Impact Simulation

As previously described, Arkansas had one of the lowest Medicaid eligibility threshadsHdisabled adults in

the US (belowl7 percentFPL for parent/caretakers only). The result was that a majority of the covered lives were
for children, lowincome Medicare beneficiaries for lotigrm services (not medical), limitdakenefits for

pregnant women and/or family planning services, and S&walrity Income (SSI) disabled adutt2013, prior

to the PPACA expansion, Arkansas Medicaid cout&ib5 nondisabled adults with a full benefit packade

2014, following PPACA expansion, an additi@aal 482individuals were coveredapproximatey 17,300 (6.5
percen)) previously eligible but newly entetl; approximately 25,000 (98rcen) PPACA eligible but with
exceptional heath care needs; and 225,000 ($&&en) PPACA eligible with premiums purchased on the
individual marketplaceThus, n 2014 Arkansas Medicaid expanded their satisabled 1964 year old population

by tenfold with 84percentmanaged externally in the commercial marketplace. Effect comparisons represented
above draw on the experience of those newly eligible in either tleelithid FFS or commercial premium
assistance programs during 2014.

Infusion of an addition&267,482non-disabled 1964 year olds into the Medicaid system would likely haad
systemic effects on the systeffiraditional microeconomics suggests that increased demand through the
Medicaid program would place increasing price pressure omdteestructure of the existing Medicaid program
Observed differences in pament rates betweerQHPand Medicaid described ale could lead tancreased
access differecesfor Medicaidenrollees Any potential increase in payment rates would necessarily affect not
only the new expansion population but alsorolleesunder the same payment rate schedule across the entire
Medicaidprogram

To model these potential systemic effects on the Medicaid program, we simulated a budgetary impact analysis of
alternative scenarios of inflationary impamtMe di cai d’' s payment structure and
paid within 2014 foMedicaid enrollees in the system. We then restricted to individuals whose care would be
under payment rates that might be affected (e.qg., eliminating individuals age 65 and over where Medicare would
be primary major medical payer and children younger thaa because of a different rate structure in effect).
Additionally, we eliminated payments by provider types not likely to be subject to direct inflationary pressure
(e.g., durable medical equipment providers, transportation providers, etc.). We thenaseéduhe incremental

effect of inflationary increases in payment rates and the net associated cost impact under three increasingly
conservative scenarios: 1) claims associated with potentially wage sensitive services; 2) restricted to claims
associated wh major medical services; 3) finally, restricted to only claims associated with physician billed
services.

Within the budget impact analysiidreasing costs under the alternative scenarios were then converted to a
marginal additional PMPM adjustment aa@plied to the observed Medicaid PMPM described in Table 13 above
to project what Medicaid expenditures would have been. These Medicaid projections were then compared to the
actual premiums paid for commercial premium assistance to determine if and atpei@tMedicaid program

costs would have exceeded the differential observed between commgneaaiium assistancand actual

Medicaid expenditures.
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Figure 10. Budget Neutrality Cut-Points Based on Impact Simulation of Price Pressure on Medicaid
Program
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Notes: PMPM expenditures observed for QHPs (premium assistance) and Medicaid with simulated Medicaid costs under incremental
increases under a scenario for all claims associated with wages, all claims restricted to major clinical services, all claims restricted to only
physician services.

Figure 1(above depicts the alternative scenarios holding actual commercial PMPM ($485.05) and actual Medicaid
PMPM ($272.01) constarithe budget impact analysisider the wage sensitive scenatlee Medicaid program

would achieve budget neutrality if the Medicaid program experienced adegr&entincrease in costs. Under the

major medical scenario the Medicaid program would achieve budget neutrality at gp@idntincrease in

clinical claims cost. Lastly, restricting to physician only scenario, budget neutrality would be achieved at a 34.9
percentincrease in physician claims costs.

IV. Summary of Findings and Future Evaluation C omponents

a. Year 1 Program Experience

Arkansas successfully established the Health Care Independence Program (HCIP), commonly referred to as the
“Pri vat mm2004at designéd under the Terms and Conditions obéution 1115 demonstrationaiver.
Through 2015, thestimatedtarget enollment population of approximately 250,000 has been met

Approximately 25,000 additional individuals eligible under the PPACA and deemed to have exceptional health
care needs are enrolled in the traditional Medicaid progr&nally, approximately 22,0q@eviously eligible, but
newly enrolled individuals, hawvebtained Medicaictoverage.

Healthcare providers repoed both significant clinical and financial effects. Fedigrqualified community health
centers FQHCkreported increased success in attaigimeeded specialty referrals for their cliedt§he Arkansas
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Hospital Association (AHAported annualized reductions iminsured outpatient visitsemergency department
visits and admissions by 45.7 percent, 38.8 percent, and 48.7 percent, respetlihelstates teaching hospital
reported a reduction inuninsured admissions from 16 percent to 3 percent during a similar time period.

The influence on the risk profile and cpatitiveness of the individuaharketplace has been substantive
Representing@4 percentof the covered lives within the individulkalth insurancenarketplace, Medicaid s

premium assistance has lowered the average age of the risk pool(s) by approximately tefM jeaesulting

more favoralbe riskwithin the Marketplace has enabled stable premium prigeshe first three years of the HCIP
Competitiveress and consumer choice in theaMetplace has increased across #aven marketegionsin the

state. In 2014, threeegionshad only Arkarss BlueCross BlueShield and Blue(BhssShield Multistate plans

offered. By 2016five carriers were offering coverage across all seven markatnegvith one market region

having six carrier6t he si xth restricted t oasiaggsidancg limégingmpramidmet by
assistance to those plans within p@rcentof the second lowest cost silver plan within market region).

For 2014, the estimated budget neutrality cap (BNC) was exceeded during the initial enrollment phase of the
program Enroliment of younger individuals over time affecting net premiums, thzate of medicaloss ratio

(MLR) payments by one carrier not meeting MER requirementé 2014 and inflationary expectations built

into the BNC estimatdsave brought cumulative program costs brought the estimated BNC within the 2015 limit
of $500.08per-member permonth (PMPM) and well under the 2016 limit of $525.58 PMPM. Importantly, this
evaluation will allow examination of BNC estimates compared abergperience.

b. Effect Comparisons

1. Access
A key component in this evaluation is the comparisogudlified health plan@HB beneficiary experiences to
similar cohorts of new beneficiaries who were enrolled in traditional Medit&liel employed two strateigs— 1)
a comparison of individuals from a general population of @dPenrollees or Medicaithe General
Population); and?) a quasiexperimental approach to individuals who had gelforted higher previous health
care utilization and were assignedegher QHF or Medicaid(the Higher Needspopulation). In general, findings
observed in the two comparisguopulationswere casistent in directionwith the Higher eds population
producing larger differences between Medicaid and QHP enrollee experiences

A key component of the demonstration was the degree to wi@¢tPand Medicaid enrollees haatcess to

providers within thér respectivenetworks. Access was framed from three perspectivibg geographic presence

of providers available to enrollees, tleperience of enrollees in attaining access at times of need, and variations
in utilization observed between programs.

Thelocationof providers in both theMedicaid and QHRetwork participationrevealed high degrees of

geographic access and minimal atiin between program8ot h Medi cai d and commer ci .
contained providersvho met network adequacy requirements..,30 minutes from @&rimary Care Provider

(PCPR, 60 minutes from a specialistore than 98 percentof enrollees in both Medicaid an@HR had access to

a PCP within a 30 minutkive time For specialists within the Generadpulation comparisompopulation both

programs achievedigh levels of geographic accesppresentedby more than 95percentof beneficiaries having

no more than a 60 minute drive time from the benefi

Two unexplained statistically significant access differences were observe@mRanrollees having slightly
higher orthopedic access (98@rcentof QHPvs 93.7percentMedicaidenrolleeswithin 60 minutes) and
Medicaid enrollees having slightly more oncological acces$ (@9centof Medicaid vs 95.percentof QHP
enrolleeswithin 60 minutes)No meaningful difference was assigned to these statistical findings
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These geographic access assessments represent the Medicaid participating providers compared to commercial
participating providers forallcarrierBe cause of Ar kans a¥law requiinginsureristol i ng f
allow any provider willing to accept terms for the class of providers into their networks, assessment across alll
carriers was deemed appropriateuture assessmerstratified by carrier are dicipatedwithin the final reportto

determine if between carrier differences were present

In contrast, from the perspective of the beneficiary at times of need, significant differences were observed in

being able to access providers within the netwoi®ensistently across both th@&eneral Population andigher

Needs populationenrollees reported improved access witlidB.Re s pondi ng t o whet her i
to getcare, tests,lmd t r e at me n t perneatef Gendrél Ppul&idn QBEPenrollees responded

affirmatively compared to 45.percentenrolled in Medicaid (a 40 &ercentrelative difference)For individuals

with HigherNeeds, 57.9ercentof QHPenrollees compared to 48 gercentof Medicaid enrollees responded
affirmatively @ 196 percentrelative difference)Wi t h r espect to gett i nugrodtieen app
care as soon as neede@nrollees inQHR reported more accessibility with a 1%ercent relativedifference in

the GeneralPopulation Improved accessiliy was suggested farase of appointment availability for tieeneral
Population, with ro differences observed for the Higher Needs population

Because this was the initiation year of the program and many of the newly enrolled lacked prior insurance
cowerage, we examined the time to first outpatient visit in the general population for Medicai&tRenrollees
and found significant differences. Within 30 days of enrollment, p&rzentof QHP enrollees had accessed an
outpatient visit compared to 8.@ercentof traditional Medicaid enrollee®y 90 days of enroliment, 41 rcent
of QHPenrollees had accessed an outpatient visit comparedd® gercentof Medicaid enrolleesThese
differences are dramatic and consistent with the perceived accesgit@liorted above from enrolled
beneficiaries.

Finally, comparing utilization patterns fRRuse and hospitalizations, the impact of access differences reported
above are coristently observed for both the General Population and Highesdd comparison poplations
Examining the rate of total ER visits per 12 months of enrollment, Medicaid enrollees experienc2gart8nt
higher ER visit rate in the general populataomd a 50.&ercenthigher rate in the Higherééds comparison
population

Differentiating between emergent and neemerment ER visits by a modifiétl Ualgorithm*32 programmatic
differencewere observedQHPenrollees were much more likely to utilize ER servicesrizgrgent care-122.1
percentfor the General Population and 51p@rcentfor the Higher Neds population Conversely, noemergent
ER services were much more likely to be utilized by the Medicaid enrels®& percenthigherfor the General
Population and63.6 percenthigherfor the HigherNeeds populationThese findings were highly statistically
significant across all ER cpamisons With respect to hospitalizations, thdigherNeeds population demonstrated
a 43.2percenthigher hospitalization rate in the Medicaid program than @ Pprogram withno differences
observed in the Generabpulation.

Considering network participation, seHported perceived access, and patterns of utilization, a profile of the
differences between Medicaidnd QHFprogram performance emerges. Beneficiaries are geographically located
near providers that have enrolled agprovider in Medicaid or contracted withHPto provide services.
Geographic access, however, does not equate to beneficiary accesdtilitished studies inclusive of Arkansas
providers during the time period reflected in this evaluation has fosigdificant differences across multiple

states and specifically Arkansas providers in their acceptance of new patients privately covered by commercial
insurance compared to those with Medicaid coverage. In Arkansas, rates for new patient availability of
appointmentsfor commercial and Medicaid insurance scenarios Wa8d percentand 487 percent,

respectively?® Survey information from thi2013 report indicated that fewer practices were accepting patients
with Medicaidcoveragewhen compared with privatpayer sources. This finding combined with responses from
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practices indicating that their Medicaid patient population comprises less than 10 percent of all patients suggests
that practices were likely limiting the number of patients with Medicaédhe primary payer particularly given

that the Medicaid popul ati on c o rffonbised withthétimptefirst e nt o
outpatient visit and nn-emergent ER use rates, all of diimdings suggest individuals in the Medicaid program
experience more difficulty accessing care when needed and subsequently seeking care in settings that are both
less likely to address unmet needs or successfully establish clip@iemt relationships to manage chronic

conditions3

2. Care and Outcomes
Although this evaluation reflects the first year of experience for newly enrolled individuals, examination of quality
indicators was undertaken to assess variationsealth care quality or outcome®ith a high proportion othe
evaluation studypopulation likely not having prior health insurance and due tottime frame (first 12 months of
coverage), assessments focused on the proportion of enrollees that recapgaedpriate clinical preventive
screenings, the proportion of enrollees that received prophylaxis to prevent influenza, and the proportion of
individuals with diabetes that received appropriate management screenings with a HbAlc andtostfekning
test. Evaluation of a more robust set of quality indicators is anticipated as pdirs@raccumulates enabling
longer observation periods.

For receipt of preventive screenings, metrics were operationalized both to compare beemeglieegroups if
anyclinical preventive screening was obtained and to compare if all recommended clinical preventive screenings
were obtained Eligible screening events included the following: breast, cervical, colorectal cancers, and
cholesterol screening. Across both companpopulations enrollees iMQHRB achieved higher screening rates

than their Medicaid counterpartg-or any recommended screening event, the difference was@&@ntto 25.8
percentin the GeneralPopulation (a relative difference of 14pércen) and66.0percentto 41.2percent(a

relative difference off 60.perceni in theHigherNeedspopulation Although still statistically significant, for

those receiving all recommended screening events the variation was less pronounced witlert@®tvs 158
percentin the GeneralPopulation and 23.percentvs 20.3percentin the HigherNeeds populatiorfor QHPand
Medicaid enrollees, respectively.

With respect toreceivinginfection preventionthrough influenza prophylax{lu shot or spray)observed
differences again favored enrollees@HR over those in Medicaiith the Higher Needs populatioAflu shot or
nasal spray was reported by 458rcentof enrollees in @HPvs 38.5ercentin Medicaid (a 19.percent

relative difference). While directiottig consistent, no statistically significant finding was present in the general
population comparison.

For those requiring diabetic clinical management a higher proportion of those enrolled in QHPs received an
HbA1C assessment (79.1 percent in General Rtipn and 84.8 percent in Higher Needs population) than those
enrolled in Medicaid (73.0 percent in General Population and 80.4 percent in Higher Needs population). No
differences were detected in proportions diabeticsreceiving LD screenings.

Ancllary findings reflecting thexperience of individuals in bottomparison groups included assessments of
experience with transportation needs and examination for lorgem health outcomesSignificant findings were
observed from reported transportationeeds for individuals in the Higher Needs populati@riPenrollees
reported no transportation barriers to a personal doctor visit §e4centof the time compared with 80.4
percentof the time for Medicaid enrolleegfi 11.2percentrelative difference)Transportation barrierand

access to specialty visitgere not significantly different in the general population. Preventable hospitalizations,
readmissions, and aggdjusted mortality showed no variation likely due to this being the first year of eeroll
experiences.
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In summarizing and interpreting care and outcomes, it appears that through more accessible and potentially
earlier engagement, th®HPenrollees experienced improved primary prevention (flu prophylaxis) and secondary
prevention (clinical seenings) than their Medicaid enrollee counterpaftaportantly, for tertiary prevention

(diabetic care) the converse was observébese findings warrant continued observation for differentiated

results and further exploration for specific condition incpdn 2014, Medicaid had implemented a Patient

Centered Medical Home (PCMH) program within its State Innovation Model (SIM) payment transformation grant
from the Centers for Medicaid and Medicare Innovation (CMW/hin this transformation effort, P@GH

providers were eligible for shared savings conditional on achieving targeted levels of quality care for persons with
diabetes.Extension of the PCMH program to @& occurred in 201%Continued evaluation of diabetic care

and additional condition spedifindicators as persetime accumulates in the demonstration will enable better
assessment of program effects and characterization of differences observed.

C. Program Observations

Differences between the costs @HP enrolleeand those managed through theddicaid system were expected
Exploration and characterization obstdifferences were required to better understand their association with

effect differences in access, utilization, quality, and outcomes described above. Differences in payment rates and
utilization werealsoanticipated between Medicaid and th@HPcarriers. VariatiosbetweenQHPcarriers are

also expectegdbut for the purpose of this evaluation, weighted averages of their experiarestilizedfor the
commercial comparison.

From effet differences observed above for comparable groups, overall program differences were suggested and
indeed observedExamination of utilization rates fdledicaid andQHPenrollees with a minimum of 6 months of
coverage reinforced these findings

Medicaid enrollees experienced fewer outpatient events armbncurrent higher rate dRvisits and
hospitalizationsImportantly, enrollees within QHPs received twice as many prescriptions than their Medicaid
counterparts.Because Medicaid utilizes difsit payment mechanisms and provider codes for select services
compared to theilQHPcounterparts, direct comparison of all services was not feasiibume and type of
service utilization have the potential to impact program costs and will be monitoredtone to assess
convergence or divergence in experience.

While volume and type of service utilization is important, variation in payment rates and their potential impact on
access, care, and outcomes was a central component of the demonstration wastrgcgtion. We examined
direct comparisons of payment differentials between that paid by Medicaid ar@His

Dramatic differences in payment rates were observed with commercial rates consistently exceeding that in the
Medicaid programPhysician ratefor outpatient services were 90ercenthigher when the enrollee was mQHP
compared to their Medicaid counterparts. Primary care physicians hae@@nthigher payment rates under
commercial contracts than with the Medicaid payment sched8fgecialispayment differentials ranged from 90
percentfor obstetrician/gynecologists to 16%ercentfor ophthalmologists

Higher payment rates for hospital services as welRsvents were also observeBor inpatient hospital stays,
average commercial paymentvere $11,894 per discharge compared to Medicaid payments (with supplemental
additions) of $7,778, a 53rcentdifference. FOERnon-hospitalized visits, average commercial payments were
$598 per visit compared to Medicaid payments of $196, ajz6ert difference.

Total program cost differencdsetweenthat of the HCIRenrolleesin QHR and those nanaged through the
Medicaidsystem were expected he cumulative weighted average premium paid during 2014 for commercial
premium assistance was $485.05 PMMAdr Medicaid expenditures inclusive of supplemental payments and
beneficiary related administrative expenses the observed Medicaid expenditures were $272.01 PM&M
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$213.04 PMPM difference represent3 & 3percentdifference between the commercial driMedicaid PMPM
This difference largely reflects the variation in provider payments above modified by secondary variations in
utilization. This is reflected in the modelirgf Medicaid estimates based upon payment rate differences alone
($244.96 PMPM) anitch combination with utilization differences ($252.73 PMPM) resulting in estimates v@tin
percentand 71 percentof the observed, respectively.

d. Simulation of  Traditional Medicaid Expansion (The Counterfactual)
Examination of the hypotheticalcostsf covering the entire expansion poc¢g
Medicaid program and the necessary programmatic changes necessary to achieve a similar effect outcome to that
experienced through premium assistance is a core component of the demdosatetaluation Consideration

must be given to the existing Medicaid program, its level of network participation, and impact of existing payment
rates given effect changes identified through this evaluatinraddition, the price elasticity of the supp¥

medical providers and their ability and/or willingness to provide for health care needs of the expansion

population through the existing Medicaid program must be considefaglly, if payment rate changes were

required to achieve access and qualityaames what would be the financial impact of those modifications across

the entire Medicaid progranme(g.,rate changes would apply to all Medicaid rateot only those associated it

the PPACA newlligible?

As previously described, Arkansas had onieflowest Medicaid eligibility thresholds fapn-disabled adults in
the US (belowl7 percentFPL for parent/caretakers only). The result was that a majority of the covered lives were
for children, lowincome Medicare beneficiaries for lotgrm servicegnot medical), limiteebenefits for
pregnant women and/or family planning services, and Social Security Income (SSI) disableth&il& prior
to the PPACA expansion, Arkansas Medicaid coutgib5 nondisabled adults with a full benefit packade
2014, following PPACA expansion, an additi@éal 482individuals were coveredapproximately 17,300 (6.5
percen)) previously eligible but newly entetl; approximately 25,000 (9.3 percémPACA eligible but with
exceptional heath care needs; ag@5,000 (84.percen) PPACA eligible with premiums purchased on the
individual marketplaceThus, in 2014 Arkansas Medicaid expanded theirdisabled 1964 year old population
by tenfold with 84percentmanaged externally in the commercial marketplaéfect comparisons represented
above draw on the experience of those newly eligible in either the Medicaid FFS or commercial premium
assistance programs during 2014.

Infusion of an addition&297,000non-disabled 1964 year olds into the Medicaid systenowd likely have
systemic effects on the systeffiraditional microeconomics suggests that increased demand through the
Medicaid program would place increasing price pressure on the rate structure of the existing Medicaid program

Arecent study of appoimhent availability for Medicaid beneficiaries, inclusive of those in Arkansas, ssgpast
increased Medicaid payments result in improved appoiant availability® In this study across 10 states, an
increase in availability of primary care appointmentd @5 percent was observed for eachddycentincrease in
Medicaid reimbursementslhese findingare consistent with our findingsternal tothis evaluation loth for ease

of access for receiving needed care dmdaccess with differential ease mdceving needed care and ease of
appointment for routine careBetweenMedicaid andQHPenrollees in the Generaldpulation we observed a
40.5percentrelative difference and for théligher Needs populatioa 19.6percentrelative difference for ease of
acces. Similarly, for ease in ability to get appointment within the general population a 1.36 percent difference
was associated with a ercentincrease in Medicaid reimbursements. Thuedretical, peerreviewed, and
internal findings suggest upward pripeassure on existing Medicaid payment rates in the counterfachasl

would be required to achieve comparable access and potential comparable outcomes to those experienced in the
commercial sectar
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Observed differences in payment rates between Medicaid @HF described above would plausibly lead to
increasedaccess differecesfor Medicaid beneficiaries. As required by federal rule, it would be unlikely that
Arkansas couldheet the equal access provision requiring state Medicaid provider payments‘tocbe nsi st en't
with efficiency, econmy, and quality of care and sufficient to enlist enough providers so that care and services

are available under the plan at least to the extent that such care and services are available to the general
population intheg e o g r a p A*importantlyeaay. pbtential increase Medicaidpayment rates would

necessarily affect not onbkervices fothe new expansion populationub alsoservices fobeneficiaries under the

same payment rate schedule across the entire Medicaid program.

The simulated incremental effects of inflationary increases and the associated cost impact were plausible. The
three increasingly conservative sceius provide policy makers with conditions under which necessary increases
to achieve equitable access can be consideféey include: 1) claims associated with potentially wage sensitive
services; 2) restricted to claims associated with major medicaicsss; 3) finally, restricted to only claims
associated with physician billed services.

The base scenario utilized 2014 actual premiums paid for commercial coverage and observed Medicaid costs for
Medicaid coveragdJnder the wage sensitive scenario the difeaid program would achieve budget neutrality if

the Medicaid program experienced a 14¢ércentincrease in costs. Under the major medical scenario the

Medicaid program would achieve budget neutrality at a 3gercentincrease in clinical claims cosastly,

restricting to physician only scenario, budget neutrality would be achieved at @8rt8ntincrease in physician
claims costsln actuality, the market would likely require payment modifications much more complex than these
scenariosHowever, tlese scenarios provide policy makers with a comparison of budget neutrality estimates
based upon actual expenditures.

These results should be viewed with caution for several reasorst costsharing reduction reconciliation with
carriers for2014has na been executed and may result in modifications to payments mbdaddition,2014
represented the initiation phase of the program with significant transitions as reflected in enroliment growth.
Future assessments during steady state periods may provate accurate reflections of both programmatic
effects and associated costs.

e. Future E valuation Components

This report serves as the Interim Report required in the Terms and Conditions®&ttien 1115 demonstration
waiver. We anticipate subsequent cotilbutions culminating in a Final Report due by the end of 20hése
contributions will include the following:

1 Assessment of Continuity of Coverage &ate:Loss of continuityg.g.,attrition and churn) during the
period of eligibility redetermination wh subsequent disenroliment of individuals, variations in
redetermination, transitions to alternative coverage, and loss of coverage will be puBaedd upon
maintenance of coverage, variations in provider continuity will also be explored;

1 Comparison oélternative program performance characteristics at steady state: Quality metrics and
health outcome assessments that require observation periods beyond a 12 month will be monitored for
program variation and health impact;

1 Comparison of observed differerewithin in first program yeafor explanatory characteristics at steady
state: Observed differences in primary prevention (flu prophylaxis), secondary prevention (clinical
screenings), and tertiary prevention (HbAlc assessment) in which QHPs had higher performance;

1 Focused assessmerun select populations will be undertakeiBxamination of care for pregnant women
and Early Period Screening Diagnosis and Treatment needs of the 19 and 20 year olds (both requiring
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multi-year data for assessment) as well as popateiof particular integst €.g.,the mentally ill) will be
undertaken;
9 Evaluation of the utilization and impact of Health Independence Accounts (IRBAparticipants in the

HCIPRat or below100 percent-PL, HIAs were introduced in 2015 through which prepayment of a monthly

premium afforded cossharing protections for the individuadssessment of participation, utilization, and
beneficiary protections will be pursued;

1 Assessment of impact on the health insoce narketplaceOngoi ng i mpact of Medi

commercial prenium assistance and its impact on the actuarial risk profile(s), the effect of downward
price pressure on Medicaid purchasing strategyg(purchase within 1@ercentof lowest cost plan
implemented in 2016), and the secondary effects on the U.S. Treasitiay through tax credits on the
Marketplace and stabilizing impact &PACA compliant plans off thealketplace;

9 Finally, continued assessment of budgetary implications will be pur€deskrvational, modeling, and
simulation cost estimates will be upted and refined for both the commercial experience and the
Medicaid counterfactual scenario(s).
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