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Introduction:

As written in Special Term and Condition paragraph 38, the State submits the following
draft Annual report to CMS. The purpose of the annual report is to document
accomplishments, project status, quantitative and case study findings, utilization data, the
status of the collection and verification of encounter data and policy and administrative
difficulties in the operation of the Acute Care, Arizona Long Term Care System
(ALTCS), Health Insurance Flexibility and Accountability (HIFA), Employer Sponsored
Insurance (ESI) and the Family Planning Extension Program (FPEP) components of the
Demonstration.

Brief History:

AHCCCS was created to defray the cost of indigent health care. Prior to 1982, Arizona
was the only state in the nation that had declined federal Medicaid funds for low-income
women, children, aged, blind, and the disabled. In 1980, the counties turned to the
Arizona Legislature for help. The Legislature responded and passed legislation in 1981
that created the Arizona Health Care Cost Containment System (AHCCCS). On October
1, 1982, AHCCCS became the first statewide Medicaid managed care system in the
nation. From the beginning of the program back in 1982, AHCCCS has operated under
an 1115 Research and Demonstration waiver granted by the Department of Health and
Human Services. Since that time, a number of waiver extensions have been approved by
the Centers for Medicare and Medicaid Services.

Waiver Changes FFY 2014:

The 1115 Waiver allows states to initiate innovative projects in their Medicaid programs.
Arizona’s 1115 Waiver allows AHCCCS to run its unique and successful managed care
model. Specifically, the 1115 Waiver exempts Arizona from certain provisions of the
Social Security Act and includes expenditure authority to allow reimbursement for costs
that would not otherwise be matchable by the Federal government, so long as they are
budget neutral.

During FFY 2014, a number of changes were made to Arizona’s 1115 Waiver. More
information is provided below.

On October 21, 2013, CMS approved Arizona’s 1115 Demonstration Transition Plan to
map the coverage of populations currently served by Arizona's demonstration.



On November 1, 2013 the cities of Mesa, Tucson, Casa Grande and Globe proposed to
build upon the City of Phoenix Access to Care Ordinance provider-assessment funded
SNCP model.

On November 7, 2013, AHCCCS requested an amendment to expand its current authority
to provide Medicaid and CHIP coverage to additional groups under the City of Phoenix
Safety Net Care Pool (SNCP) Demonstration. On November 27, 2013 CMS denied the
proposal to build upon the City of Phoenix Access to Care Ordinance, but approved the
amendment to expand the current authority to provide Medicaid and CHIP coverage to
additional groups under the City of Phoenix Safety Net Care Pool.

On November 9, 2012, AHCCCS submitted a request to cover childless adults with
enhanced matching funds in light of the passage of Governor Jan Brewer’s Medicaid
Restoration Plan, which will draw down enhanced matching dollars by expanding
AHCCCS eligibility to 133% FPL. AHCCCS withdrew this request on December 9,
2013.

On December 27, 2013, CMS approved Arizona’s 1115 Waiver amendment request that
will allow AHCCCS to use SNCP funding for Phoenix Children’s Hospital and continue
uncompensated care payments to I.H.S. and 638 facilities, through December 31, 2014.

On February 20, 2014, AHCCCS proposed to expand integrated health care service
delivery by allowing the Greater Arizona RBHAS to provide physical and behavioral
health care services to individuals with Serious Mental IlIness in order to maximize care
coordination statewide.

On June 27, 2014, CMS approved Arizona’s 1115 Waiver technical amendment to update
the DSH methodology to reflect the 2014 DSH amounts.

On August 29, 2014 AHCCCS sought an amendment to extend payments to PCH under
SNCP and I.H.S. and 638 facilities under the uncompensated care payment authority
through December 31, 2015.

On September 2, 2014, AHCCCS submitted a proposal to reimburse for the full array of
services available to eligible Medicaid beneficiaries under the State Plan and 1115 waiver
provided to pregnant women who are eligible under the Hospital Presumptive Eligibility
program.

On December 15, 2014, CMS approved the expansion of the Integrated Regional
Behavioral Health Authorities statewide, together with a proposal to extend the Safety
Net Care Pool for Phoenix Children’s Hospital until December 31, 2015. This proposal
also extends uncompensated care payments to IHS and 638 facilities through December
31, 2015. CMS approved the proposal to reimburse for the full array of services to
women found to be eligibile under the Hospital Presumptive Eligibility Program.



Enrollment Information:

Number Number
Population Voluntarily Involuntarily
Groups Number Disenrolled Disenrolled
(as hard-coded Enrollees FFY Ending FFY Ending
in the CMS 64) to Date 9/30/14 9/30/14
Acute 1,575,386 6,329 1,160,403
AFDC/SOBRA
SSI 201,799 422 70,892
Prop 204 489,652 1,326 148,741
Restoration
Adult 48,875 205 14,029
Expansion
LTC DD 28,503 123 6,786
LTC EPD 38,317 160 15,058
Eligibility Non 54,715 376 50,949
Waiver
TOTAL 2,437,247 8,941 1,466,858
State Reported Enrollment in the | Current
Demonstration (as requested) Enrollees
Title XIX funded State Plan 1,508,670
Title XXI funded State Plan 1,945
Title XIX funded Expansion 0
Title XXI funded Expansion 0

DSH Funded Expansion

Other Expansion

Pharmacy Only
Family Planning Only | O
Enrollment Current as of 10/1/14

Outreach/Innovative Activities:
During this Fiscal Year, AHCCCS lacked the resources to provide education and
partnership activities in the community.

Operational/Policy Developments/Issues:
Legislative Update
AHCCCS did not propose any legislation during the 2014 Legislative Session.

However, there were a number of bills introduced that sought to make changes to the
AHCCCS program.

HB2367 would have required AHCCCS to submit an annual waiver request to CMS to
impose a five year lifetime enrollment limit and work requirements on able-bodied
adults, in addition to implementing limitations on non-emergency transportation and new
cost-sharing requirements. This bill was vetoed by the Governor on April 22, 2014.



HB2234 sought to repeal the hospital assessment and the provisions of Governor
Brewer’s Medicaid Restoration Plan, which increased AHCCCS eligibility to 133% FPL.
This bill failed to pass out of the Legislature.

SB1039 would have added chiropractic services as a covered benefit for the AHCCCS
adult population. This bill failed to pass the Legislature.

SB1296 was introduced to establish requirements that AHCCCS contracted health plans
intervene when an enrollee overutilized an emergency room. This bill failed to pass the
Legislature.

SB1124 was introduced to establish requirements that AHCCCS contracted health plans
intervene when an enrollee was prescribed ten or more prescriptions for controlled
substances in three months. This bill failed to pass the Legislature.

The Legislature adjourned sine die on April 24, 2014.

State Plan Update
During the fiscal year, the following State Plan Amendments (SPA) were filed and/or
approved:

SPA# | Description | Filed | Approved | Eff. Date

Title XIX

13-007 Mandatory MAGI-based 8/30/13 10/4/13 1/1/14
Eligibility

13-008 Optional MAGI-based 8/30/13 10/4/13 1/1/14
Eligibility Groups

13-009 Residency 8/30/13 10/25/13 1/1/14

13-010 Citizenship and Immigraion 8/30/13 10/25/13 1/1/14
Status

13-011 Well Exams 9/10/13 12/9/13 10/1/13

13-012 Graduate Medical Education 9/30/13 10/30/14 7/1/13

13-013 MAGI Based Income 10/16/13 | 10/25/13 1/1/14
Methodologies

13-014 Elimination of 25-day Inpatient | 12/10/13 | 1/21/14 10/1/14
Hospital Limit

13-015 FMAP Rates Methodology 12/12/13 | 3/31/14 1/1/14

13-016 Recovery Audit Contractors 12/18/13 | 3/31/14 1/1/14

13-017A | Inpatient Rates 12/20/13 | 3/7/14 10/1/13

13-017B | Outpatient Rates 12/20/13 | 4/30/14 10/1/13

13-017C | Reimbursement Rates for Other | 12/20/13 | 4/30/14 10/1/13
Providers

14-001 ADHS Licensure Changes 1/10/14 Pending 1/1/14

14-002 Coverage for Over-The-Counter | 1/29/14 2/24/14 1/1/14
Non-Prescription Medication




14-003 Medically Preferred Treatment | 1/31/14 7/28/14 10/1/14
Options
14-004 Therapies 2/20/14 12/16/14 1/1/14
14-005 Medication Administration 3/11/14 6/6/14 1/1/14
14-006 Alternative Benefit Plan 3/17/14 4/1/14 1/1/14
14-007 Barbituates, Benzodiazepines 3/17/14 4/15/14 1/1/14
and Tobacco Cessation
14-008 Presumptive Eligibility 3/28/14 Pending
14-009 APR-DRG 8/27/14 10/21/14 10/1/14
14-010 Insullin Pumps 9/9/14 12/2/14 10/1/14
14-011 Third Party Liability 9/30/14 12/2/14 7/1/14
14-012 Graduate Medical Education 9/30/14 Pending 7/1/14
SPA# | Description | Filed | Approved | Eff. Date
Title XXI
13-001 KidsCare Waiting List 7/15/13 10/10/13 10/1/13
13-002 Eligibility Processing 10/28/13 | 11/7/13 10/1/13
13-003 Income Eligibility 12/9/13 12/18/13 1/1/14
13-004 MAGI Eligibility 12/17/13 | 3/14/14 1/1/14
13-005 Non-Financial Eligibility 6/18/14 9/15/14 1/1/14
13-006 Income Disregards 7/11/14 10/23/14 1/1/14

Combating Fraud

The Office of Inspector General provides a central point of contact for coordination of
and responsibility for activities that promote accountability, integrity, detection of fraud,
mismanagement and waste in the Arizona Health Care Cost Containment System
(AHCCCS). The AHCCCS, Office of Inspector General (OIG) is a criminal justice
agency as defined by Arizona law.

The Agency increased its commitment of resources during the last decade to implement internal
controls throughout the Medicaid System to detect, prevent, and investigate cases of suspected
fraud, waste, and abuse.

These are some highlights of OIG’s roles and responsibilities:

e OIG is comprised by four sections that accomplish different but interrelated functions as
follows:

0 Provider Registration Section - The providers are affiliated with MCOs in order
to provide services; however, the State requires all Medicaid providers to be
enrolled through the AHCCCS’ Provider Registration Unit (PRU).

0 Provider Compliance Section - Performs ongoing investigations of external
referrals and internally detected cases through data mining (Pl Audits) activities.
This section also makes independent referrals to the State MFCU unit and other
law enforcement authorities.



o0 Member Compliance Section - This Section is divided in two subsections. The
Member Criminal Investigations Unit and the Fraud Prevention Unit. Each
section, with a distinctive role, accomplishes investigations of post and pre
enrollment of potential fraud cases involving beneficiaries.

0 Program Integrity Team - Tasked with data mining and data audits of post
payments. This section also conducts periodic utilization reviews of target
providers to identify trends and determine potential fraudulent billing practices.

o A fifth section to conduct performance improvement projects and address
findings from the audits conducted by the Managed Care Organizations has been
created. It will be operationalized when resources are committed for this
purpose.

In State Fiscal Year (SFY) 2014, the total OIG savings and recoveries, including the Member
Fraud and Provider Fraud sections, were $58,250,899.41.

In SFY 2014, OIG initiated projects in a proactive effort to combat fraud, waste, and abuse within
the AHCCCS program:

The Non-Emergency Medical Transportation (NEMT) Project — A new position was
developed to conduct investigations on NEMT providers. 31 cases have been opened, 12
of which are being worked in conjunction with law enforcement. Credible allegations of
fraud have resulted in those providers being terminated from their contracts with millions
in savings, recoupments and restitutions for the State.

Update:
0 SFY 2014 (7/1/2013 through 6/30/214)
= 35 NEMT cases

e 11 joint cases with Law Enforcement, some of which have
indictments pending

e Six cases with Credible Allegation of Fraud suspensions

o Five cases with Provider Terminations for various reasons
e Two cases closed with around $5,300.00 in recoveries

e 11 cases still Active and Open

Excluded providers — OIG began compiling a list of caregivers contracted with AHCCCS
through an agency rather than individually. OIG has found several caregivers that are on
the federal exclusion list that are ineligible to provide services. We are recouping all
claims/encounters for services provided by those individuals, as well as salaries paid by
their agencies.

Update:
0 SFY 2014 stats (7/1/2013 through 6/30/214)



= 27 excluded provider cases opened
o Eight cases closed for no fraud found
e Seven cases still Active and Open
e One case pending a potential $132,000.00 settlement

e 11 cases closed with excluded provider fraud found resulting in
close to $270,000.00 in recoveries.

0 As a result of the investigative findings for excluded providers throughout SFY
2014, this remains an area of interest for additional investigations going into SFY
2015.

San Luis, AZ, Residency project with Social Security Administration, Office of Inspector
General and Arizona Border Control. Eight teams of three visited 895 SSl/cash
Recipient’s residential addresses to determine Arizona residency. SSA and AHCCCS
OIG are in the process preparing several cases for prosecution for failure to meet state
residency requirements.

Update:

o Since inception 11 cases have been submitted by Social Security
Administration for prosecution.

0 Seven of those cases have been sentenced. It is expected that AHCCCS
will receive an approximate of $83,015.28 in restitution. The total
restitution amount requested on the other four prosecution cases is
$171,063.29. OIG estimates that this project has saved the Agency an
approximate of $20,736.96.

o Approximately 24 more cases will be submitted by the Social Security
Administration during the first quarter of CY 2015.

Fraud Prevention Unit (FPU) Pilot Project: The Pilot was determined very successful
and was made permanent in October 2013.
1. Deferred member fraud cases — Completed 115 investigations
Resulting in $59,551.59 recovery and $173,232.03 Savings
2. Purple Project: ADHOC of newly approved recipients
Conducted 15 Investigations — 6 discrepancies, One inconclusive Agency
Savings of $46,243.00
3. Assisted Criminal Investigation Units served 47 Subpoenas
(A great time saving effort)
4. Provider site visits — Completed 113 provider renewal on-site visits.
Results: identified One fraudulent provider; Agency Savings of $93,138.70
5. Fraud Prevention Unit savings — No drop in savings for the unit.
FPU referrals for eligibility offices, during the six month pilot $4,339,528.54
savings

Updates: The FPU within the Member Compliance Section has embedded some of the
project functions as part of the daily operations. As such, the project is no longer an
isolated activity for specific subproject but a more comprehensive program for purposes
of member eligibility fraud prevention.



The following is the OIG summary for the SFY 2014 regarding investigation recoveries,

and savings:
Member Compliance Unit

Criminal Investigations Unit * Month SFYTD
Recoveries $2,240.10 $151,225.80
Investigative Costs Recowered $0.00 $11,371.06
Program Savings $22,542.92 $174,584.48
Residency Verification Savings $2,620.92 $11,515.56
Social Security Cost Savings $0.00 $10,598.96
SUB-TOTAL $27,403.94 $359,295.86

Fraud Prevention Unit

Program Sawvings $2,131,885.00 $11,366,727.00

Residency Verification Savings $0.00 $0.00

SUB-TOTAL $2,131,885.00 $11,366,727.00
DES/OSI

Program Savings $507,215.28 $2,648,811.84

TOTAL MEMBER RECOVERIES & SAVINGS $2,666,504.22 $14,374,834.70

The FPU conducted 296 site visits during the FFY 2014. The unit collaborated with the
Member Criminal Investigations Unit to serve 41 subpoenas related to open
investigations.

Case Examples:
Provider Fraud
e A case against a large home health company resulted in a 1.25 million dollar recoupment.
e A pharmaceutical company paid $16.5 million to AHCCCS OIG for improper billings.
0 SFY 2014 closed Provider Case Examples

= A case against a behavioral health outpatient clinic resulted in
$1,011,000.00 recoupment.

= A case against a dentist billing for services under the wrong provider
name (either not contracted and/or credentialed at time of service)
resulted in $100,000.00 recovery.

This year the FPU conducted residency projects along the Mexico borders in Naco, Lukeville,
Sasabe, Nogales, and San Luis, Arizona. As a result of the residency projects over 1,255 face to
face visits were conducted that resulted in an AHCCCS program savings of $1,145,881.00.
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Additionally, the FPU conducted a total of 4,129 investigations with an AHCCCS program
savings of $17,455,796.00, resulting in a total savings for FPU of $18,601,677.00.

Update: The information previously reported is the final data available corresponding to the
project except for the Lukeville residency project that was complete during the FFY 2014 with
an AHCCCS program savings of approximately $129,424.47.

e Mr. and Ms. H reported to AHCCCS be employees of a private math & tutoring company
earning $1,000.00 per month, however, it was discovered through an investigation that
they were the owners of that company and were trying to purchase a 2.5 million
dollar school facility. In addition, they own a shopping center suite. After consultation
with their attorney they enter into an agreement with AHCCCS to pay back the agencies
losses of $ 42,274.82.

Case Update: They agreed to pay a total of $42,274.82. They started with a $10,000.00
down payment on 7/18/13 and made monthly payments of $600.00. As of 12/4/14,
AHCCCS has received $19,600.00 in payments; Mr. and Ms. H have a balance due of
$22,674.82.

Mr. & Ms. M failed to disclose their correct self-employment income in order to obtain
AHCCCS medical benefits. The investigation proved that Mr. & Ms. M were very
successful business owners. They lived in an $800,000.00 home, drove a brand new
SUV. Mr. & Ms. M pled guilty to Class 6 undesignated Felony in Superior Court and was
sentenced to two years’ probation and ordered to pay restitution to AHCCCS in the
amount of $28,403.12.

Case Update: They both pled guilty on 10/29/2013 and sentenced to pay full restitution to
AHCCCS. Full restitution in the amount of $28,403.12 was paid on 12/4/2013.

Arizona Long Term Care Program (ALTCS):

In 1987, Arizona passed legislation to establish ALTCS for the delivery of long term care
services. ALTCS was implemented on December 19, 1988, for the developmentally
disabled (DD) population. The long term care program for the elderly or physically disabled
(EPD) population was implemented on January 1, 1989.

The ALTCS program provides a complete array of acute medical care services, behavioral
health care, long term care and case management services to individuals at risk of
institutionalization  (individuals who are elderly, physically disabled, and / or
developmentally disabled). The program emphasizes delivery of care in the member's own
home or alternative residential settings. Like the Acute Care program, members of all ages
who are not American Indians with an "on-reservation status™ receive their care through
contracted ALTCS plans referred to as “Contractors.” All members with developmental
disabilities are enrolled with the Arizona Department of Economic Security (DES), Division
of Developmental Disabilities (DDD). Tribal members who are physically disabled or
elderly with an "on-reservation" status are enrolled in the ALTCS fee-for-service program.
They are provided case management with from one of eight American Indian case
management organizations. Seven are Tribal operated and one is a non-profit American
Indian organization. Tribal members with developmental disabilities are served through the
DES/DDD. Once enrolled in the ALTCS, the member has a choice of available case
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managers and primary care providers who coordinate care and act as gatekeepers. In 2011,
AHCCCS awarded new contracts to the following 4 EPD Program Contractors: Evercare
Select, SCAN Long Term Care, Mercy Care Plan, and Bridgeway Health Solutions. SCAN
Long Term Care was awarded a capped enrollment contract and subsequently terminated
their contract as of May 1, 2012. As of October 1, 2014, 56,071 members were enrolled in
ALTCS.

Programs under Title XXI:

The Title XXI State Children’s Health Insurance Program (CHIP), which is referred to in
Avrizona as KidsCare, provides affordable insurance coverage for low-income children. In
May 1998, the Arizona Legislature authorized the implementation of a stand-alone Title
XXI SCHIP program, and was implemented on November 1, 1998.

Arizona’s income threshold is set at 200% FPL with no resource test for this population.
A screening and referral process is used to determine whether a child is eligible for
Medicaid (Title X1X) prior to a determination of eligibility for KidsCare. The program
maximizes federal contributions, realizing a federal contribution of almost $3 for every
$1 spent by the state. With the exception of Native American children, who may elect to
receive their care through IHS, children enrolled in KidsCare are assigned to managed-
care health plans already established with AHCCCS. Children enrolled in KidsCare
presently receive the full array of services offered to children enrolled with Medicaid.

As a result of the budget shortfall, the KidsCare program was capped on January 1, 2010.
All applicants for KidsCare have were placed on a waiting list. On April 6, 2012, CMS
approved a Waiver Amendment, which included funding for KidsCare Il. KidsCare II
was a temporary program to provide coverage to a limited number of children who were
on the KidsCare wait list, with incomes up to 200% of the federal poverty level (FPL),
and who meet other eligibility requirements. Authority to administer the KidsCare 1l
program expired on February 1, 2014. Of the 37,000 children who were enrolled in
KidsCare Il, 23,000 were transitioned to Medicaid under the expanded eligibility limit
from the Affordable Care Act of 133% FPL, while the enrollment information for the
remaining 14,000 children was submitted to the Marketplace. These families were
notified of their enrollment changes and given the opportunity to create accounts on the
Marketplace.

As of October 1, 2014, there were 1,945 children enrolled in the KidsCare Program.

The Employer-Sponsored Insurance (ESI) Program was phased-out on January 1, 2014.

Family Planning Extension Program (FPEP):

Waiver authority for FPEP expired on December 31, 2013. Women previously eligible
for coverage under this program are now eligible for coverage on the Marketplace, or
have been transition to Medicaid if their incomes are below 133% FPL.

Consumer Issues:
In support of the Annual report to CMS, presented below is a summary of complaint
issues received in OCA for October 2013 — September 2014:
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Complaint Issues and Their Frequency

Table 1 Advocacy Issues

10/30/13-
12/31/13

1/1/14-
3/31/14

4/1/14-
6/30/14

7/1/14-
9/30/14

Total

Billing Issues
e Member

reimbursements
e Unpaid bills

Cost Sharing
o Co-pays
e Share of Cost
(ALTCS)
¢ Premiums (Kids Care,
Medicare)

Covered Services

Eligibility Issues by Program
Can’t get coverage due to :
ALTCS

e Resources
e |Income
e Medical
DES
e Income
e Incorrect
determination
e Improper referrals
Kids Care
e Income
e |Incorrect
determination
SSI/Medical Assistance
Only
e Income
e Not categorically
linked

Information

Status of application

Eligibility Criteria

Community Resources

Notification (Did not

receive or didn’t

understand)

117

41

49

50

257

59

18

38

117

39

36

50

46

171

37

32

23

21

113

347

438

498

930

2213

450

43

500

120

65

88

167

440

473

275

161

204

1113

36

26

64

132

62

81

89

60

292
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Medicare

e Medicare Coverage
e Medicare Savings

Program
e Medicare Part D

Prescriptions
e Prescription coverage

e Prescription denial

Issues Referred to other
Divisions:

1.Fraud-Referred to Office of
Inspector General (OIG)

2.Quality of Care-Referred to
Division of Health Care
Management (DHCM)

e Health Plans/Providers
(Caregiver issues, Lack
of providers)

e Services
(Equipment, Nursing
Homes, Optical and
Surgical)

Total 1747 1043 1041 1557 5,388

Quality Assurance/Monitoring Activity:
See the attached quality assurance monitoring activity report.

Legal Update:

The Office of Administrative Legal Services (OALS) provides legal counsel to the
AHCCCS Administration, is responsible for the Agency rulemaking process, and
oversees the Grievance System for the AHCCCS Program. Major components of the
Grievance System include: scheduling State Fair Hearings for disputed matters, the
informal adjudication of member appeals and provider claim disputes, and the issuance of
AHCCCS Hearing Decisions (also referred to as Director’s Decisions). AHCCCS
Hearing Decisions represent the Agency's final administrative decisions and are issued
subsequent to review of the Recommended Decisions made by Administrative Law
Judges. The Assistant Director of OALS also serves as the Agency's Privacy Officer with
oversight authority over HIPAA compliance issues.

During the time period of 10/1/13 through 9/30/14 OALS received 7450 matters which
included member appeals, provider claim disputes, ALTCS trust reviews and eligibility
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appeals. Of the 7450 total cases received, 331 were member appeals, 4952 were
provider claim disputes, 343 were ALTCS trust reviews, and 1824 were eligibility
appeals. OALS issued 1935 Director’s Decisions after State Fair hearings were held. In
addition, OALS issued 4829 informal dispositions of disputes filed with the AHCCCS
Administration. More than 96% of these disputes were resolved at the informal level,
thus alleviating the need for State Fair Hearings in these cases.

With regard to major litigation, the following is a summary of the status of major cases
involving legal challenges to the AHCCCS Program for this federal fiscal year:

McCants v Betlach and Sebelius (formerly Newton-Nations et al v Rodgers and
Thompson) (Cost Sharing)

In 2005 the federal District Court Judge granted a stay of proceedings pending the Ninth
Circuit’s ruling in Spry v Thompson, a similar case involving the State of Oregon. The
Ninth Circuit Court of Appeals ruled in favor of Defendants in Spry in May 2007,
upholding their imposition of copayments. (Since April 2004, there has been a
preliminary injunction in effect prohibiting AHCCCS from imposing copayments and
from permitting providers to deny medical services due to inability to pay copayments.)
Cross-motions for summary judgment were filed, and a hearing was held in July 2009.
Both parties have filed proposed findings of fact and conclusions of law for the Judge's
consideration. No ruling has yet been issued by the District Court.

In March 2010 Judge Carroll granted Defendants' Motions for Summary Judgment and
entered Judgment in favor of Defendants. Plaintiffs filed an appeal to the Ninth Circuit in
May 2010. Although conference calls with the Mediator for the Ninth Circuit were
conducted during the summer, the matter was removed from the mediation process after
discussions of potential settlement were not fruitful. In August 2010 Plaintiffs filed a
Motion to Stay the District Court Judgment, or in the Alternative, Injunction Pending
Appeal; Defendants filed their Responses, and Plaintiffs filed their Reply in September
2010. The District Court considered the stay expeditiously, and, in September 2010,
granted a temporary injunction delaying the copays for the month of October to allow the
Ninth Circuit to decide whether to extend the injunction. On October 25, 2010, the 9th
Circuit issued an Order allowing AHCCCS to impose mandatory copays for the
"AHCCCS Expansion Population” pending the Court appeal, and Plaintiffs filed a
Motion for Reconsideration. On December 9, 2010, Plaintiffs’ Motion for
Reconsideration was denied. Briefing of the matter is underway, and oral argument in the
Ninth Circuit is expected in Summer 2011.

On August 24, 2011, a three judge panel of the Ninth Circuit Court of Appeals issued an
opinion affirming the District Court's conclusion that Medicaid cost sharing limitations in
sections 1916 and 1916A do not apply to expansion populations which include AHCCCS
Care and MED members. The Court also ruled that the Secretary of the Department of
Health and Human Services acted arbitrarily in approving a waiver from the copayment
limitations because the administrative record did not demonstrate that the Secretary
identified sufficient "demonstration value” under section 1115. The Court remanded the
case to the District Court with directions to vacate the Secretary's decision and remand it
to the Secretary for further consideration. The Court also remanded the Plaintiffs' notice
claims for further consideration in light of more recent copayment changes for this
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population. Plaintiffs then filed a motion for en banc review but then withdrew their
request for panel review.

In October 2011 the Ninth Circuit Court of Appeals affirmed the District Court’s
conclusion that Medicaid cost sharing restrictions do not apply to Plaintiffs and that
Arizona’s cost sharing does not violate the human participants statute. The court reversed
the District Court insofar as it determined that the Secretary’s approval of Arizona’s cost
sharing requirements satisfied the requirements of 42 USC § 1315. The Court remanded
this claim with directions to vacate the Secretary’s decision and remand to the Secretary
for further consideration. Additionally, the Court remanded the notice claims for further
consideration. Motions to Dismiss were filed by Defendants Betlach and Sebelius, and in
April 2012, the District Court granted these motions, ordering that the Administrative
Procedure Act claim alleging violation of 42 USC 81315 and the 2003 notice claims are
dismissed as moot. Plaintiffs’ Motion for Reconsideration was denied in May 2012.
Separately, in May 2012, Plaintiffs’ Motion for Attorneys’ Fees, filed on the theory that
Plaintiff class benefitted from the injunction, was denied. Notice of Appeal was also filed
by Plaintiffs in May 2012. Opening briefs were filed by Plaintiffs in September 2012 and
by Defendants in October 2012.

The case is now fully briefed, and the parties are awaiting a date for oral argument to be
scheduled in the Court of Appeals.

In March 2014, the Court of Appeals ordered the case to be submitted on briefs and the
record, without oral argument. The following month, on April 15, 2014, the Court
determined the case to be moot and dismissed the appeal. The Court concluded that the
Agency decision and corresponding administrative record challenged by Plaintiffs were
inoperative, and a new administrative record supports approval of the increased
copayments under the new demonstration project. Plaintiffs filed a Motion for
Reinstatement of Attorneys’ Fees in June 2014. The Federal District Court issued an
Order awarding Plaintiffs $178,640 against the federal defendant. No attorneys’ fees
were awarded against AHCCCS.

Ball v Betlach (HCBS Services)

In July 2007, the Ninth Circuit Court of Appeals reversed in part and affirmed in part the
rulings of the federal District Court decision and remanded the case to the District Court
for additional findings consistent with the Court of Appeals decision. The Court of
Appeals reversed the District Court's conclusion that AHCCCS violated the "equal
access"” requirements of the Medicaid Act under 1396a(a)(30)(A) because Congress did
not intend to create a private right of action under this provision. (This aspect of the
ruling is consistent with the Ninth Circuit’s prior ruling in a similar case, Sanchez v
Johnson.)

The Court of Appeals determined that the equal access provision, the major basis for the
district Court's ruling, is too vague and amorphous for enforcement in the courts.
However, the Court concluded that Congress did intend that the Medicaid's "free choice"
provisions in Section 1915 of the Act, 42 USC 1396n(c)(2)(C)and(d)(2)(C), be enforced
through individual lawsuits and remanded the case back to the District Court for further
fact-finding, and if the law and facts support Plaintiffs' contentions, entry of a new
injunction. In doing so, the District Court was asked to consider whether AHCCCS can
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oppose the "free choice" cause of action in light of its 1115 waiver status. If AHCCCS
can establish its authority under 1115, the District Court must separately determine
whether AHCCCS must nevertheless comply with the 1915 requirements as a condition
of receiving federal funds. On remand, the Court of Appeals also asked the District Court
to consider whether AHCCCS violated the Americans with Disabilities Act or the
Rehabilitation Act of 1973. Although these claims were litigated during the trial, the
District Court did not address them. In late December 2007, Plaintiffs filed their Motion
for Judgment on Remanded Issues, and the AHCCCS Administration filed its Motion for
Summary Judgment upon Remand. In April 2009 the District Court issued an Order
without hearing oral argument that AHCCCS, prior to 2004, had violated the federal
freedom of choice provision, the ADA, and the federal Rehabilitation Act. The AHCCCS
Administration filed an appeal to the Ninth Circuit Court of Appeals in May 2009, and
briefs will be due in October 2009. Plaintiffs have also filed Motions with the District
Court requesting the appointment of a Special Master to investigate the Agency's
compliance with the injunction and to require AHCCCS to implement a hotline.
Although the Judge has previously denied Plaintiffs' requests, Plaintiffs have renewed
these Motions. Meanwhile, AHCCCS continues to file its monthly Gap in Critical
Services Report.

In addition to their Motion to Appoint a Special Master, Plaintiffs filed Objections to the
monthly gap reports for September, October, and November 2009. In March 2010, the
District Court issued an Order which granted, in part, and denied, in part, Plaintiffs'
Motion to Modify the Injunction filed in Spring 2009. The District Court found that the
Program Contractor Agreement does not explicitly require that back-up workers be
available. However, the Court did not find that the Member Preference Service Level
used by Defendants violates the injunction. Therefore, the Judge required Defendants to
establish a single toll free hotline telephone number for members to report gaps and to
modify all relevant contracts, forms, and policies to explicitly require Program
Contractors to have back-up workers available when unforeseeable gaps occur.
Moreover, the Judge required Defendants to file a Notice of Compliance within 30 days
of the Order. Also, the Court denied Defendants' Cross Motion to Vacate or Modify the
Injunction because Defendants failed to show there has been sufficient change warranting
dissolution of the injunction.

Regarding the Ninth Circuit Appeal, briefs were filed in late 2009. Oral argument was
scheduled on December 10, 2010, and on December 16, 2010, the Court of Appeals
issued an Order referring the case to mediation to explore whether resolution through
mediation is possible. The Circuit Mediator will contact the parties and will provide a
status report to the panel within 30 days following the Order. Meanwhile, Defendants
continue to file the monthly gap reports.

In October 2010, the Arizona Center for Disability filed a Notice of Substitution of
Counsel with the Court. Several assessment conferences were scheduled by the Court of
Appeals in 2011. In October 2011, the parties agreed to settle the litigation in principle
although the agreement has not been reduced to writing. The following represent the
substantive provisions anticipated to be included in the Settlement:

e Plaintiffs accepted AHCCCS' methodology and validity of the AHCCCS monthly
gap reports and agree that the reports comply with the Court's Order;
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e AHCCCS will continue to provide gap reports to Plaintiffs (and not the Court) for 24
months following Court approval of the Settlement; if the aggregate rate of gaps
increases to .1% or more for two consecutive months, Plaintiffs may request
discussions with the State regarding the nature of the noncompliance and efforts to
remediate; if unsatisfied with the State's position, Plaintiffs may request judicial
intervention.

e Plaintiffs have 30 days following the end of the 24 month period to seek judicial
intervention based on the last two months of reports. If there is no judicial
enforcement action pending at the end of the 25th month following approval of the
Settlement, Plaintiffs will dismiss the case in District Court.

e As part of the fairness hearing, AHCCCS will mail current HCBS recipients notice of
the proposed settlement and post this information on its website, Plaintiffs' counsel
will also post the information on their websites.

e Upon approval of the Settlement Agreement by the Court, AHCCCS will dismiss the
appeal pending in the Ninth Circuit.

A fairness hearing was scheduled in early October 2012, and on October 30, 2012, the
federal District Court approved the Proposed Settlement Agreement. As part of the
Settlement, AHCCCS agreed to provide Plaintiffs an additional 24 months of gap reports.
If the aggregate rate of gaps for authorized services is .1% or more for two consecutive
months, Plaintiffs can request a meeting with AHCCCS to address the concerns, and, if
not satisfied with AHCCCS’ efforts, Plaintiffs may seek judicial intervention. If there is
no judicial enforcement action pending at the end of the 25™ month following approval of
the Settlement, Plaintiffs will dismiss the case.

AHCCCS continues to file monthly gap reports which continue to be very low with the
percentage of gap hours falling in the .05-.08 range.

JK v Humble and Betlach (Children’s Behavioral Health)

In 1991 Plaintiffs, represented by the Arizona Center for Disability Law, the Bazelon
Center for Mental Health, and the National Center for Youth Law, filed a class action
lawsuit in federal court naming the AHCCCS Administration and the Arizona
Department of Health Services as Defendants. Plaintiffs alleged inadequate delivery of
behavioral health services to children. The litigation was settled in 2001. In accordance
with the Settlement Agreement, Plaintiffs’ counsel are to work with Defendants to
improve the delivery of behavioral health services according to the “JK Principles” for
delivery of Title XIX behavioral health services set forth in the Settlement Agreement.

These Principles include: collaboration with the child and family, timeliness of
assessment and service delivery, use of evidence-based “ practices,” delivery of services
in the most integrated setting appropriate to the child’s needs, utilization of natural
supports, respect for the child’s and family’s unique cultural heritage, accessibility to a
comprehensive array of behavioral health services, support and training for parents and
children to achieve independence, and emphasis on functional outcomes. Although
Defendants’ obligations under the Settlement Agreement were originally scheduled to
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end July 1, 2007 with the Court retaining jurisdiction to resolve pending disputes until
February 2008, the time deadlines were extended to 2011 as a result of mediation. In
response to Plaintiffs’ recent allegations that progress has been inadequate and too slow,
joint meetings have been held which have been unsuccessful. In November 2009 Plaintiff
filed a Motion to Enforce Settlement Agreement, and the following month, Defendants
filed a Cross Motion to Dismiss, or in the Alternative, Remand for Dispute Resolution. In
September 2009 Judge Roll denied Plaintiffs' Motion to Enforce Settlement Agreement
and Defendants’ Cross Motion to Dismiss because a full briefing of issues is necessary,
because the motions were filed 7 months before expiration of Agreement, and additional
substantive issues have arisen. Judge also denied Plaintiffs' Request for a Status
Conference. Judge set a briefing schedule for October and November 2010 and also
scheduled oral argument for November 22. In October Defendants filed a Motion to
Transfer case to Phoenix, and Plaintiffs filed a Motion in Opposition.

In November 2010, Judge Roll issued an Order denying Plaintiffs Motion to Enforce
Settlement Agreement as well as Defendant's Motion to Change Venue and Cross Motion
to Dismiss. The Judge also referred the matter to mediation to attempt settlement of the
case, limiting mediation to six issues presented by Plaintiffs.

The mediator concluded that mediation would not assist resolution of the case. Plaintiffs
requested extension of the Settlement Agreement, and the State objected that the request
was beyond the deadline to seek enforcement and that the Settlement Agreement had
expired. In January 2011 Judge Roll, who had presided over this case, was killed in
Tucson, and a new judge was assigned. In early March the State filed a Motion to
Dismiss the Enforcement Action and Terminate the Court's jurisdiction. Plaintiffs filed
their Motion in Opposition on March 18, 2011. No action has been taken.

On February 27, 2012 Judge Tashima denied the Defendants’ Motion to Terminate and
Dismiss. On November 12, 2012 Judge Tashima signed an Order appointing a Special
Master to issue a report and recommendation to the Court of a resolution of the parties’
conflicting interpretations of the JK Settlement Agreement and “whether, and if so, how
to proceed in resolving any disputes arising under the Agreement.” The time period is Six
months from the appointment unless it is extended.

Oral argument was held on February 21, 2013, and after additional briefing of the issues,
the Special Master filed her Report and Recommendations on May 17, 2013 which was
favorable to Defendants. The Special Master, in part, recommended: that the Court limit
the dispute to the six issues expressly raised in Plaintiffs’ March 2009 letter, that the
Settlement Agreement be interpreted as a contract with an implied covenant of good faith
and fair dealing, that obligations described in qualitative terms which provide no
objective standard to judge performance and which provided Defendants discretion
should be considered as alleging a breach of the implied covenant of good faith and fair
dealing, that the Settlement Agreement does not obligate the system to delivers
prescribed services by a date certain, that Defendants complied with the contractual
obligations related to substance abuse treatment and no dispute remains, and that the
allegations regarding Defendants failure to develop a quality management system
includes the sub issues of services provided to high needs children and 18-21 year olds
and that factual development is necessary. Judge Tashima heard argument on the Report
and Recommendations in June 2013, and scheduled a week-long evidentiary hearing
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beginning on November 18. On July 9, 2013, the Judge issued an Order adopting the
Special Master’s recommendations in their entirety without modification but required
Defendants to pay 1005 of the Special Master’s fees. On November 18-20 , an
evidentiary hearing was held where Plaintiffs presented most of their case. The hearing is
scheduled to conclude in March 2014.

Plaintiffs filed Notice of Withdrawal of Motion for Enforcement of Settlement
Agreement on March 19, 2014. A Joint Motion to Vacate the Hearing and Dismiss the
Litigation was filed on March 21, 2014, and an Order was issued by the Federal District
Court the same day granting the Motion.

Alvarez et al v Rodgers et al (Class Action requesting Incontinence Briefs for Persons
Age 21 Years and Older)

On September 30, 2009 the Arizona Center for Disability Law filed a Class Action
Complaint seeking injunctive relief in federal District Court to compel AHCCCS to
provide incontinence briefs and supplies to prevent skin breakdown for members age 21
years and older who are incontinent as a result of their disabilities. Plaintiffs allege that
AHCCCS' failure to cover prophylactic incontinence briefs for disabled adults violates
Medicaid Law, the ADA, and Section 504 of the Rehabilitation Act. Reimbursement for
funds expended for incontinence briefs is also requested. Most of the named Plaintiffs
are developmentally disabled. An Amended Complaint was subsequently filed. In
November 2009 Defendants filed a Motion to Dismiss the ADA and Rehabilitation Act
claims in November 2009. Plaintiffs filed its responsive brief, and in December 2009
Defendant filed its Reply. Due to the pregnancy of Plaintiffs' counsel, the parties
stipulated to stay the matter, and the Court granted the request. No ruling has been issued
by the Court regarding the Motion to Dismiss. The Court ordered a scheduling
conference for September 27, 2011. AHCCCS plans to file a Motion for Summary
Judgment.

The parties filed cross-motions for Judgment on the Pleadings which were argued in
March 2012, and Judge Tashima granted the Plaintiffs’ Motion on May 21, 2102. The
Court entered a permanent injunction requiring AHCCCS to provide incontinence briefs
to disabled adults prescribed by a provider as medically necessary and to reimburse
Plaintiffs for briefs that had been purchased after their requests were denied. (Plaintiffs
abandoned the class action aspect of the case) The parties agreed to a stay of the
injunction except as to the named Plaintiffs which was entered by the Court on June 6,
2012. AHCCCS filed a Notice of Appeal to the Ninth Circuit Court of Appeals on June
19, 2012, and briefs have been filed. In June 2012 Plaintiffs filed a Motion for Attorneys’
Fees and Costs in the amounts of $64,082 and $2273.38, respectively, and on July 30
AHCCCS filed its Response. In its July 30, 2012 Order, the Ninth Circuit Court of
Appeals determined that this matter will not be selected for mediation.

Briefing has been completed in the Ninth Circuit Court of Appeals, and oral argument
has been set for February 14, 2014.0n December 9, 2013, District Court Judge Tashima
awarded Plaintiffs the full attorneys’ fees requested. The following day, AHCCCS filed
an Amended Notice of Appeal to include the District Court’s award of attorneys’ fees.

On December 9, 2013, the Federal District Court granted Plaintiffs’ Motion for
Attorneys’ Fees in the amount of $58,295 and costs in the amount of $2,273.36.

18



AHCCCS filed an Amended Notice of Appeal December 10, 2013. On May 13, 2014, the
Ninth Circuit Court of Appeals issued a Memorandum Decision which reversed the
award of expenses for pre-injunction purchases of incontinence briefs but affirmed the
remainder of the Federal District Court Decision. On May 23, 2014, AHCCCS filed a
Petition for Rehearing by the Panel or Rehearing En Banc by the entire Ninth Circuit.
Plaintiffs filed a request for publication of the Decision which was denied by the Ninth
Circuit the same day. On June 30, 2014, the Ninth Circuit denied AHCCCS’ Petition for
Rehearing or Rehearing En Banc. AHCCCS filed a Motion to Stay Mandate on July 2,
2014, and on July 3, the Court granted the Motion to stay its mandate pending a Petition
for Certiorari to the United States Supreme Court. Plaintiffs filed a Motion on July 14,
2014 for Award of Attorneys’ Fees in the amount of $127,000 for legal work at the
District and Court of Appeals levels. AHCCCS filed an objection on July 23, and the
Court referred the matter to a Commissioner but stayed the action pending the Petition for
Certiorari. AHCCCS filed its Petition for Certiorari to the United States Supreme Court
on September 26, 2014, and Plaintiffs filed a Response to the Petition on November 6,
2014. The United States Supreme Court denied the Petition on December 15, 2014.

Wood v Betlach & Sebelius (Class Action Challenging Mandatory Copayments for
Childless Adults under the New Demonstration)

On May 22, 2012, Plaintiffs filed a Complaint in federal District Court seeking injunctive
and declaratory relief to prohibit AHCCCS from imposing mandatory copayments for
Childless Adults as a result of CMS’ October 21, 2011 approval of the new
Demonstration Project. The Complaint alleges that the Secretary abused her discretion in
granting the new Demonstration project due to the higher than nominal (mandatory)
copayments. Additionally, Plaintiffs maintain that AHCCCS failed to provide adequate
notice of the heightened copayments to members This Complaint is styled a s a class
action and is the successor litigation to the McCants (Newton-Nations) class action
lawsuit. Plaintiffs’ Motion for Class Certification and Preliminary Injunction were argued
on September 25, 2012. On October 5, 2012, the federal District Court denied Plaintiffs’
Motion for Preliminary Injunction but granted the Motion for Class Certification.

The federal government filed a Motion for Summary Judgment, and the Plaintiffs filed a
Cross-Motion for Summary Judgment. In October 2012, AHCCCS filed a Cross-Motion
for Summary Judgment on the issue of whether notice to class members of the new
copayments was legally adequate. In February 2013 the District Court granted summary
judgment to AHCCCS on the notice issue but granted summary judgment to Plaintiffs on
the merits of the copayments for lack of sufficient explanation of the Secretary’s approval
of Arizona’s Demonstration Project. The Order remanded the approval, without vacating
it, to the Secretary to furnish a revised analysis and address the deficiencies within 60
days. On April 8, 2013 Secretary Sebelius issued a Decision Letter approving the
AHCCCS heightened and mandatory copayments for the expansion population. Plaintiffs
filed a Motion for Summary Judgment on May 8, 2013 challenging the new approval, and
the federal government filed a Cross-Motion for Summary Judgment on June 7, 2013.
The District Court Judge granted the federal government’s motion, denied the Plaintiffs’
motion, and entered judgment in favor of Defendants and against Plaintiffs on July 26,
2013. Although Plaintiffs filed a request for attorneys’ fees, no notice of appeal of the
substantive rulings was filed.
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On January 3, 2014, the District Court denied Plaintiffs’ Motion for Attorneys’ Fees, and
Plaintiffs appealed this Order February 25, 2014. Plaintiffs then filed a Motion for Partial
Dismissal of the Appeal on June 13, 2014 in which Plaintiffs requested that AHCCCS
Director Betlach be dismissed from the appeal for attorneys’ fees. The Ninth Circuit
Court of Appeals granted Plaintiffs” Motion on June 16, and AHCCCS Director Betlach
was dismissed from the case. However, the federal government continues to be a party.

Planned Parenthood v Betlach and Horne (Prohibition of Providers of Elective
Abortions from Participation in Medicaid)

On July 16, 2012 Planned Parenthood of Arizona and four other Plaintiffs filed a 1983
action in federal District Court seeking injunctive and declaratory relief against
implementation of HB 2800 which prohibits any health care provider who performs
elective abortions, directly or through an affiliate, from receiving Medicaid funding. A
Motion for Preliminary Injunction or Temporary Restraining Order was filed with the
Complaint. Both the AHCCCS Director and the Attorney General were named as
Defendants. Plaintiffs specifically challenged ARS §35-196.05(B) which provides “This
state or any political subdivision of this state may not enter into a contract with or make a
grant to any person that performs nonfederally qualified abortions or maintain or operates
a facility where nonfederally qualified abortion are performed for the provision of family
planning services.”

Plaintiffs’ chief argument alleges that HB 2800 violates 42 USC 1396a(a)(23), the
Medicaid freedom of choice provision which allows Medicaid beneficiaries to obtain
services from qualified providers. On July 27, 2012, a Temporary Restraining Order was
signed by Judge Wake which temporarily restrained Defendants from implementing or
enforcing HB 2800 until a ruling has been issued on the Preliminary Injunction.
Defendants, in August 2012, filed a Motion to Dismiss Claims | and 11 of the Complaint
for lack of a private right of action enforceable under 42 USC 81983 or the Supremacy
Clause. They also filed their Responses to the Motion for a Preliminary Injunction. On
September 11, 2012 a Statement of Interest on behalf of the United States was filed by
the United States Department of Justice, requesting the Court to enjoin the new statute.
Because of its strong interest in the proper operation of the Medicaid Program, the federal
government argues that the Arizona Law denies beneficiaries the right to choose any
qualified provider in violation of 42 USC §1396a(a)(23). Defendants filed a Response to
the Statement of Interest on September 21, and a Reply was filed on September 28. On
October 19, 2012 Judge Wake granted Plaintiffs’ Motion for a Preliminary Injunction
conditioned upon Plaintiffs posting a bond in the amount of $100. Judge Wake ruled that
Plaintiffs are likely to succeed on the merits of their claim that HB 2800 violates
Medicaid’s freedom of choice provision, that Plaintiffs will suffer irreparable harm
without injunctive relief, that the balance of equities favors Plaintiffs, and that
temporarily enjoining enforcement of the Arizona Act is in the public interest. The Court
also denied Defendants’ Motion to Dismiss Counts | and 11. On November 15, 2012, after
the parties filed a Stipulation for Entry of Order, the District Court issued an Order
enjoining Defendants from taking any action to implement HB 2800 against any other
abortion providers, not merely Plaintiff providers, during the existence of the Preliminary
Injunction. The Order provides that all qualified providers may continue to provide
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otherwise legal abortions without disqualification from receiving reimbursement from
Medicaid.

Plaintiffs filed a Motion for Summary Judgment which was granted by the District Court
on February 22, 2013, and the Court permanently enjoined the State from enforcing the
new statute as to Medicaid providers. In March 2013 Plaintiffs filed a Motion for
Attorneys’ Fees in the approximate amount of $430,000 and subsequently filed an
Amended Motion later that month seeking $264,938.77. In May 2013 the District Court
granted the Parties’ Joint Entry of Judgment on Plaintiffs’ Amended Application for
Attorneys’ Fees and Costs: Judgment was entered in favor of Plaintiffs for attorneys’ fees
and costs in the amount of $215,000 with post judgment interest accruing at the rate of
.11% per annum. Defendants appealed the summary judgment issue and oral argument
was held on June 12, 2013. On August 26, 2013, the Ninth Circuit Court of Appeals
affirmed the District Court’s Summary Judgment Order and permanent injunction. The
State filed a Petition for Certiorari to the United States Supreme Court on November 21,
2013. The United States Supreme Court denied the Petition in February 2014.

Biggs et al v Brewer and Betlach (Lawsuit to Invalidate Legislation Restoring
AHCCCS Coverage, Expanding Eligibility to 133% FPL and Establishing the Hospital
Assessment

On September 12, 2013 the Goldwater Institute, on behalf of various legislators, several
citizens who are Arizona residents, and the Director of the Arizona Chapter of Americans
for Prosperity, all of whom oppose House Bill 2010 (Laws 2013, 1% Special Session,
Chapter 10), filed a lawsuit in Superior Court seeking declaratory and injunctive relief.
The lawsuit seeks to overturn Arizona’s recent law expanding Medicaid to include
persons with incomes up to 133% of the federal poverty guidelines, funded in part
through a hospital assessment. The Complaint maintains that the Governor and the
Medicaid Director violated the Arizona Constitution by imposing a tax on hospitals
through the hospital assessment without obtaining the two thirds majority (supermajority)
required by Proposition 108 (which applies to legislation increasing state revenue through
taxation) and by violating the Constitution’s separation of powers. More specifically,
Plaintiffs allege that ARS 836-2901.08 violates Article IX, Section 22 (also referred to as
Proposition 108), Article 111, and Article 1V, Part 1, Sectionl of the State Constitution as
well as the separation of powers doctrine of the Arizona Constitution. Plaintiffs request
that Defendants be enjoined from establishing, administering, or collecting the provider
tax and from enforcing ARS 836-2901.08. Attorneys’ fees and costs are also requested by
Plaintiffs. On October 2, 2013 Defendants filed a Motion to Dismiss arguing that
Plaintiffs lack standing. Plaintiffs filed a Response on October 16, and a Reply was filed
on October 28, 2013. Oral argument regarding the Motion to Dismiss, originally
scheduled for December 9, was rescheduled to December 13, and the Judge took the
matter under advisement.

On February 5, 2014, the Superior Court granted Defendants’ Motion to Dismiss because
Plaintiffs lack standing. The Court dismissed Plaintiffs’ Complaint in its entirety.
Plaintiffs then appealed to the Court of Appeals on February 11 and subsequently filed a
Petition for Special Action on March 4, 2011. On April 22, 2014, the Arizona Court of
Appeals, which accepted jurisdiction of the Special Action, reversed the Superior Court
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decision that the individual legislators lacked standing but affirmed the Superior Court
ruling that Plaintiff constituents and taxpayer Jenney lacked standing. On May 14, 2014,
the Governor and the AHCCCS Director filed a Petition for Review with the Arizona
Supreme Court. Briefs of Amici Curiae were filed on behalf of both Plaintiffs and
Defendants. Oral arguments were held before the Arizona Supreme Court on November
6, 2014, and a decision is pending.

McKesson Corporation v AHCCCS and Betlach (Lawsuit Challenging Civil Monetary
Penalty regarding Increase of Wholesale Acquisition Cost to Average Wholesale Price
Markup Factor of Various Pharmaceuticals)

On September 23, 2012 Plaintiffs filed a Special Action in Superior Court contesting
AHCCCS?’ jurisdiction and authority to issue a revised notice of civil monetary penalties
and assessments against McKesson. The basis for the State’s civil monetary penalties and
assessments was McKesson’s alleged wrongful increase, beginning in August 2001, of
the WAC to AWP markup factor for thousands of pharmaceuticals. On October 21, 2013
a Settlement Agreement was signed by the parties whereby McKesson agreed to pay to
AHCCCS $16,500,000 and to file a Stipulation of Dismissal, with prejudice, of the
Special Action. As part of the Agreement, AHCCCS agreed to refrain from maintaining
any action seeking McKesson’s exclusion from any program based on “covered conduct”
as defined in the Agreement.

Accomplishments in 2014:

AHCCCS has successfully implemented the eligibility changes that were included in the
Governor’s Medicaid Restoration Plan, which was enacted by the Legislature in 2013. As
of October 1, 2014, more 266,000 childless adults with incomes up to 100% FPL and
more than 30,000 adults with incomes between 100%-133% FPL had enrolled in
coverage authorized by this legislation.

In addition, AHCCCS collaborated with the Department of Health Services to award a
five year contract to the new Maricopa Regional Behavioral Health Authority (RBHA),
which is responsible for integrating medical and behavioral health care for AHCCCS
members with a serious mental illness. AHCCCS continues in partnership with the the
Department of Health Services to expand the availability of integrated services to
members with serious mental illness and those seeking treatment for substance abuse and
general mental health services statewide in the Greater Arizona RFP, which was awarded
to integrated health plans to provide services in all RBHASs outside Maricopa County in
December, 2014. These contracts will become effective October 1, 2015.

AHCCCS also awarded new health plan contracts for the provision of services to
members of the Acute Care population. As part of the implementation, the Agency
successfully transitioned approximately 130,000 AHCCCS members from a relinquishing
health plan to a new health plan, ensuring that this occurred with no disruption in health
plan services.

On October 1, 2013, AHCCCS successfully integrated services for Children with Special
Needs who are covered in the Children’s Rehabilitative Services Program, or CRS. These
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children, who previously received services for their medical and special health care needs
under three health plans, are now served by a single health plan that is responsible for
establishing care coordination and streamlining the provision of services to this
vulnerable population.

State Contact(s):

Theresa Gonzales

801 E. Jefferson St., MD- 4200
Phoenix, AZ 85034
602-417-4732

Date Submitted to CMS:
March 2, 2015
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Family Planning Extension Program (FPEP):
Arizona no longer offers the Family Planning Extension Program (FPEP) to members. A final report and
evaluation of the FPEP was submitted last year.

Quality Assurance/Monitoring Activity:

Acute-care Performance Measures

AHCCCS has made the decision to transition to measures found in the CMS Core measure sets that provide a
better opportunity to shift the system towards indicators of health care outcomes, access to care, and patient
satisfaction. This transition will also result in the ability to compare AHCCCS’ rates with those of other
states as the measure sets are implemented.

AHCCCS has developed new performance measure sets for all lines of business. The new measures and
related Minimum Performance Standards/Goals became effective during CYE 2014. The AHCCCS decision
to transition to a new measure set was partially driven by a desire to align with measures sets such as the
CHIPRA Core Measure Set, the Adult Core Measure Set, Meaningful Use, and others measure sets being
implemented by CMS. AHCCCS has also updated the measure sets with contracts to reflect changes on
measures implemented by CMS for the next contract year.

AHCCCS has implemented several efforts over the past two years in preparation for the performance
measure transition described above. First and foremost, the Agency undertook extensive internal planning
efforts, including evaluation of new requirements, future goals and desired capabilities, as well as barrier
identification and associated risk. One risk that was identified was the possibility that the information system
and data analytic staff resources were reduced which would not allow the level of review and validation of
performance measure programming necessary to ensure the validity and accuracy of Performance Measures.
To address this concern, the Agency is utilizing its External Quality Review Organization to perform the
measurement calculations for the CYE 13 measurement period. AHCCCS has finalized the contract with an
external vendor to support future performance measurements.

Contractors will be provided the data to enhance their planning and implementation efforts related to the new
performance measures as well as the sustaining/improving continuing measures. Some of these efforts will
include new work groups, new reporting mechanisms, increased opportunities for technical assistance, a more
transparent reporting process with plans for proactive reporting prior to the end of the measurement period so
that Contractors can make necessary adjustments/final pushes and payment reform initiatives that align with
performance measure thresholds.

As a result, AHCCCS is without capacity to conduct hybrid measures for the CYE 2014 reporting period
(2013 measurement period). In addition, the external vendor is in the validation stages for reporting data for
the CYE 2013 reporting period. Data will be provided for the CYE 2014 reporting period as it becomes
available or as part of the CYE 2015 Annual Report.

AHCCCS Medicaid and KidsCare rates for EPSDT Participation and EPSDT Dental Participation, for CYE
2013, are included. This data is reflective of the information reported to CMS on the annual 416 Report.
Please note that while KidsCare is not formally reported to CMS via the 416; AHCCCS monitors this
population using the same methodology as the 416 for comparability purposes.



(%)

Current Rate: Measurement Measurement Measurement 2013
Acute-Care Measure Measurement . . . Medicaid AHCCCS
. period period period .
JEAEL CYE 2012 CYE 2011 CYE 2010 national =2
CYE 2013 mean
Medicaid Rates
Children’s and Adolescents’
Access to PCPs, 12 — 24 Months, 97.0 96.8 87.0 96.1 97
Medicaid
Children’s and Adolescents’
Access to PCPs, 25 Months — 6 87.7 86.9 84.1 88.3 97
Years, Medicaid
Children’s and Adolescents’
Access to PCPs, 7 — 11 Years, 89.9 89.3 83.5 90.0 97
Medicaid
Children’s and Adolescents’
Access to PCPs, 12 — 19 Years, 87.7 87.2 83.9 88.4 97
Medicaid
Well-child Visits in the First 15
Months of Life, Medicaid 67.8 700 64.1 616 %0
Well-child Visits in the Third,
Fourth, Fifth and Sixth Years of 66.8 64.5 67.7 71.5 80
Life, Medicaid
Adolgsc?nt Well-care Visits, 380 352 91 50.0 50
Medicaid
Annual Dental Visits, Medicaid3 61.8 62.9 64.7 n/a 57
EPSDT Participation, Medicaid 60.6 65.7 63.6 64.5 n/a 80
lﬁ;:zza?dental Participation, 455 241 n/a n/a n/a 56
KidsCare
Children’s and Adolescents’
Access to PCPs, 12 — 24 Months, 100.0 100.0 96.9 96.1 97
KidsCare
Children’s and Adolescents’
Access to PCPs, 25 Months — 6 93.9 93.4 89.3 88.3 97
Years, KidsCare
Children’s and Adolescent’s
Access to PCPs, 7 — 11 Years, 95.9 95.3 91.0 90.0 97
KidsCare
Children’s and Adolescents’
Access to PCPs, 12 — 19 Years, 94.0 93.8 89.3 88.4 97
KidsCare
Well-child Visits in the First 15
Months of Life, KidsCare n/a 66.7 679 61.6 90
Well-child Visits in the Third,
Fourth, Fifth and Sixth Years of 76.6 72.7 75.9 71.5 80
Life, KidsCare
AFIoIescent Well-care Visit, 55.1 55.1 52.9 50.0 50
KidsCare
Annual Dental Visits, KidsCare 77.9 78.1 76.4 n/a 57
EPSDT Participation, KidsCare 64.9 77.3 63.9 67.7 n/a 80
EPSDT Dental Participation, 3838 501 n/a n/a n/a 56

KidsCare

These national means are based on calendar year 2013 data published by NCQA in its The State of Health Care Quality 2014.
N/A — A rate was not measured for the specific reporting period.

AHCCCS has long been a leader in developing, implementing and holding Contractors accountable to
performance measure goals. AHCCCS developed and implemented HEDIS-like measures before HEDIS




existed. AHCCCS’ consistency in performance expectations has resulted in many performance measures
performing at a rate close to the NCQA HEDIS national Medicaid mean. For AHCCCS, the HEDIS-like
measures have been a reasonable indicator of health care accessibility, availability and quality. In CYE
2014, AHCCCS implemented a new performance measure set that is reflective of the CMS core measure
sets in order to provide a better opportunity to shift the system towards indicators of health care outcomes,
access to care, and patient satisfaction. This transition will also result in the ability to compare AHCCCS’
rates with those of other states as the national measure sets are implemented.

The health care system is evolving in relation to measuring quality. It is in a transitional phase in that
what has existed as data sources and methodologies will no longer be enough. Yet, the systems, data
sources and processes to fully achieve the next level in clinical outcomes and satisfaction measures are
not yet fully developed or implemented such as electronic health records, health information exchange
data and information that will be available through public health connectivity. Transitioning the
AHCCCS measure sets is anticipated to support the adoption of electronic health records and use of the
health information exchange which will, in turn, result in efficiencies and data/information that will
transform care practices, improve individual patient outcomes and population health management,
improve patient satisfaction with the care experience, increase efficiencies and reduce health care costs.
Increased emphasis was placed on this in CYE 2014 and will continue into future years.

It should be noted that AHCCCS continues to make improvements in its programming processes to
ensure that measurements are modeled after HEDIS specifications (HEDIS-like), ensuring comparability
between AHCCCS overall rates and national Medicaid means reported by NCQA, particularly for those
measures that are collected by administrative data only under HEDIS. AHCCCS has purchased new
software from an external vendor that will allow for consistent measurement of all performance measures
and timely updates to measure methodologies each year directly from the vendor.

Acute-care Contractors are required to implement Corrective Action Plans (CAPs) to improve
performance. AHCCCS advised Contractors that they will face financial sanctions if their rates do not
meet Minimum Performance Standards. At that time, Contractors were required to document corrective
actions that were already in place for measures for which they were not meeting the AHCCCS Minimum
Performance Standards (MPS), evaluate the effectiveness of those interventions and determine any
revisions or new activities that should be implemented. Sanctions have been an ongoing consideration
since their initial implementation and AHCCCS reserves the right to impose sanctions if Contractor
performance does not align with contract expectations.

AHCCCS applied sanctions for CYE 2012 performance measures that failed to meet the contractual
minimum performance standard or the state average. Additionally, half sanctions (sanctions at 50% of the
normal sanction fee) were applied to Contractors that met the minimum performance standard but had a
statistically significant decrease in performance. Half sanctions were also applied to Contractors that fell
below the minimum performance standard but had a statistically significant increase in performance.
AHCCCS will closely monitor Contractors through regular deliverables and annual reviews to ensure
compliance with/improvement of performance rates. Contractors will be required to participate in
quarterly technical assistance sessions with AHCCCS to ensure compliance with improvement in rates.

The performance measures provide a standardized way to evaluate Contractor performance in quality
management over time. Many of the above measures are quality indicators identified in the AHCCCS
1115 Waiver Evaluation Plan for the Acute-care Program.



ALTCS Performance Measures

During CYE 2014, AHCCCS reviewed data from CYE 2013 related to a measure of Initiation of Home
and Community Based Services (HCBS) for Elderly/Physically Disabled (E/PD) members newly enrolled
in the ALTCS program and placed in an HCBS setting. AHCCCS measured the percent of new members
who received selected services that impact a member’s ability to remain in the community within 30 days
of enrollment. There is no comparable HEDIS measure for Initiation of Services.

Additionally, AHCCCS measured two EPSDT-related rates: EPSDT Participation and EPSDT Dental
Participation. The EPSDT Participation rate for ALTCS E/PD Contractors is relatively low; however, the
rate is likely underreported because physically disabled members qualify for AHCCCS based on
functional status rather than income alone and may be covered by another payer; thus encounters for well-
child services may have been covered by another insurer.

(%)
2013
ALTCS E/PD Current Rate Measurement Measurement Measurement ..
. . R Medicaid AHCCCS
Measure Measurement period period period a
L national Goal
period CYE 2013* CYE 2012* CYE 2011 CYE 2010 meanl
Initiation of Home and
Community Based Services 95.9 9.3 973 971 n/a o8
EPSDT Participation 42.4 32.3 41.1 40.1 n/a 80
EPSDT Dental Participation 40.4 44.1 n/a n/a n/a 80

* In 2011, AHCCCS awarded new ALTCS contracts via a Request for Proposal (RFP) process. Four contractors did not receive a renewed contract.
In addition, a fifth contractor chose to disengage with AHCCCS as of April 30, 2012. Those contractors were not operating at the time of the
measurements; therefore data could not be collected via the hybrid collection process. Data in CYE 2013, 2012 and 2011 are reflective only of the
three continuing ALTCS Contractors. CYE 2010 data and prior are reflective of all Contractors operating in that measurement period.

N/A — A rate was not measured for the specific reporting period.

AHCCCS requires corrective action plans (CAPs) according to contract requirements, and will require
new or revised CAPs based on the current measurement. Contractors also will be required to evaluate
existing interventions to improve performance.

Due to reasons outlined above, AHCCCS does not have current data to report on for the Division of
Developmental Disabilities. This chart will be updated once data becomes available.

(%)
M n M n M " M n Most recent
ALTCS DDD Measures easur.emen easur.emen easun:emen easur.emen Medicaid
period period period period national AHCCCS Goal
CYE 2013 CYE 2012 CYE 2011 CYE 2010 1
mean
Children’s and Adolescents’
Access to PCPs, 12 — 24 Months 93.7 943 oL4 96.0 97
Children’s and Adolescents’
Access to PCPs, 25 Months — 6 86.3 86.0 87.0 88.3 97
Years
Children’s and Adolescents’
Access to PCPs, 7 —11 Years 87.9 84.4 83.1 89.9 97
Children’s and Adolescents’
Access to PCPs, 12 — 19 Years 85.2 82.3 823 884 97
Well-child Visits in the Third,
Fourth, Fifth and Sixth Years of 51.5 50.1 52.2 72.0 80
Life
Adolescent Well-care Visits 35.4 37.5 38.5 49.7 50




(%) Most recent
Current Rate Medicaid
ALTCS DDD Measures, con’.t Measurement Measurement Measurement . AHCCCS Goal
Measurement . . . national
. period period period 1
mean
CYE 2013 CYE 2012 CYE 2011 CYE 2010

EPSDT Participation 48.1 50.4 52.9 n/a 80
EPSDT Dental Participation 37.0 n/a n/a n/a n/a

These national means are based on calendar year 2011 data published by NCQA in its Focus on Obesity and on Medicare Plan Improvement
N/A — A rate was not measured for the specific reporting period.
Rates in bold denote that the AHCCCS rate exceeds the most recent mean available for Medicaid programs nationally.

AHCCCS requires the Contractor to submit Corrective Action Plans for measures that do not meet the
MPS. These measures will be evaluated for CAP submission once data becomes available.

These measures provide a standardized way to evaluate Contractor performance in quality management
over time. Additionally, most of the above measures are included in the AHCCCS 1115 Waiver
Evaluation Plan for the DDD population.

Performance Improvement Projects
Two Performance Improvement Projects (PIPs) involving Acute-care Contractors were closed in CYE
2014. These two PIPs were also closed for all Contractors for several different reasons

Coordination of Care (Acute Contractors and ADHS Division of Behavioral Health Services):
The purpose of this Performance Improvement Project was to improve coordination of care
provided to AHCCCS members who are receiving both medical and behavioral health services
through the exchange of opiate and benzodiazepine prescribing and other clinical information
between medical and behavioral health providers, in order to reduce morbidity and/or mortality
among these members. A coordination of care work group, consisting of AHCCCS, ADHS
Division of Behavioral Health Services (DBHS), Acute-care Contractors and Regional
Behavioral Health Authorities (RBHA, contracted with DBHS to provide behavioral health
services) meet regularly to develop best practices.

AHCCCS has decided to close the Coordination of Care Performance Improvement Project
(PIP). There are several reasons behind this decision, all largely related to the many
improvements seen over the past few years regarding care coordination between the Contractors
and RBHAs. It is felt that with the enhanced data exchange process, more information is being
communicated between the parties responsible for managing members’ healthcare. Additionally,
the linkages between the Contractors and RBHAs have been strengthened by the PIP and it is
expected that the processes that are in place today will remain to ensure the ongoing
oversight/care coordination of some of our most vulnerable members.

All Cause Readmissions — The purpose of this Performance Improvement Project (PIP) was to
decrease the rate of inpatient readmissions among AHCCCS members within 30 days of a
previous discharge, in order to improve quality of life, promote patient-centered care, and reduce
unnecessary health care utilization and costs. This PIP included all AHCCCS lines of business;
Acute, Long Term Care and KidsCare.

AHCCCS has decided to close the All Cause Readmission PIP and there are a few reasons behind
this decision including. AHCCCS has adopted the Plan All-cause Readmission Rate, from the
Medicaid Adult Core Set, as a contracted performance measure. In addition, AHCCCS has
included the performance measure in the payment withhold.




Waiver Evaluation Progress

In preparation for the forthcoming 1115 Waiver Evaluation Process, detailed tracking forms were
developed to outline all needed data, responsible parties, and timelines. These activities are being
overseen by the Clinical Quality Management Unit at AHCCCS. Initial planning meetings were held
with everyone responsible for data collection to ensure that there were no gaps in the evaluation process.
Starting in March 2015, regular meetings will be help to ensure that all baseline data is collected, that
independent evaluation components are moving as they should, and that the detailed evaluation plan that
will be submitted timely to CMS at the end of March will be followed throughout the remainder of the
Waiver period.
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Budget Neutrality Tracking

Report

I. CALCULATION OF BUDGET NEUTRALITY LIMIT BY DEMONSTRATION YEAR (WITHOUT WAIVER CEILING FEDERAL SHARE)

WAIVER PERIOD OCTOBER 1, 2011 THROUGH SEPTEMBER 30, 2016:

FFY 2012  Trend
PM/PM Rate

AFDC/SOBRA 556.34  1.052

ssl 835.29 1.06

AC*

ALTCS-DD 4643.75 1.06

ALTCS-EPD 4503.21 1.052

Family Plan Ext* 1.058

AFDC/SOBRA

ssl

AC*

ALTCS-DD

ALTCS-EPD

Family Plan Ext :

AFDC/SOBRA

SSli

ACt

ALTCS-DD

ALTCS-EPD

Family Plan Ext’
Expansion State Adults *

AFDC/SOBRA

SslI

AC

ALTCS-DD
ALTCS-EPD

Family Plan Ext
Expansion State Adults

AFDC/SOBRA

SSI

AC

ALTCS-DD
ALTCS-EPD

Family Plan Ext
Expansion State Adults

DY 01
PM/PM

585.28
885.41
561.80
4922.38
4737.37
17.04

DY 02
PM/PM

615.71
938.53
596.96
5217.72
4983.71
18.45

DY 03
PM/PM

647.73
994.84
556.15
5530.78
5242.86
13.39
655.48

DY 04
PM/PM

681.41
1054.53
0.00
5862.63
5515.49
0.00
521.62

DY 05
PM/PM

716.85
1117.81
0.00
6214.39
5802.30
0.00
0.00

Effective
EMAP

69.85%
69.11%
69.74%
67.38%
67.51%
90.00%

68.84%
67.86%
68.76%
65.82%
66.02%
90.00%

70.44%
69.21%
70.08%
67.34%
67.50%
90.00%
85.14%

70.65%
69.76%
70.32%
68.50%
68.54%
90.00%
85.00%

Federal Member Months
Share
PM/PM QE 12/11 QE 3/12 QE 6/12 QE 9/12
408.81 2,932,751 2,920,488 2,914,411 2,939,232
611.89 487,271 488,621 488,538 491,032
391.81 527,244 430,723 365,132 310,396
3316.51 72,541 73,179 73,989 74,844
3198.08 85,441 85,485 85,709 86,492
15.33 12,471 12,424 12,440 12,689
Member Months
QE 12/12 QE 3/13 QE 6/13 QE 9/13
423.86 2,911,980 2,891,876 2,903,864 2,919,917
636.89 493,921 496,036 498,366 501,613
410.48 274,990 248,817 228,204 217,114
3434.47 75,663 76,498 77,312 78,065
3290.05 86,812 86,052 86,278 87,108
16.61 13,104 13,824 14,187 14,856
Member Months
QE 12/13 QE 3/14 QE 6/14 QE 9/14
456.28 2,892,534 2,839,291 2,955,464 3,111,858
688.53 504,568 510,488 517,461 520,153
389.74 206,419 87 2 -
3724.35 78,878 79,720 80,699 81,735
3539.06 87,644 87,854 88,686 89,079
12.05 14,885 - - -
558.06 - 444,915 627,372 760,046
Member Months
QE 12/14 OQE 3/15 QE 6/15 QE 9/15
481.44 3,134,362
735.62 523,188
0.00 -
4015.99 82,375
3780.20 88,279
0.00 -
443.40 822,306
Member Months
E 12/15 E 3/16 E 6/16 E 9/16

Total

11,706,882
1,955,462
1,633,495

294,553
343,127
50,024

Total

11,627,637
1,989,936
969,125
307,538
346,250
55,971

Total

11,799,147
2,052,670
206,508
321,032
353,263
14,885
1,832,333

Total

3,134,362
523,188

82,375
88,279

822,306

Total

Federal Share
Budget Neutrality
Limit

4,785,834,990
1,196,527,978
640,020,715
976,887,980
1,097,346,127
767,009

8,697,384,798

103,890,985

8,801,275,783

4,928,450,174
1,267,378,809
397,804,263
1,056,229,127
1,139,178,168
929,580

8,789,970,121

106,384,369

8,896,354,490

5,383,730,001
1,413,331,875

80,485,127
1,195,634,552
1,250,219,568

179,426.00
1,022,558,294

10,346,138,844

107,980,135

10,454,118,979

1,509,005,987
384,868,294
330,816,824
333,712,578

364,613,611

2,923,017,294

109,707,817

3,032,725,111

MAP Subtotal
Add DSH Allotment
Total BN Limit

MAP Subtotal
Add DSH Allotment
Total BN Limit

MAP Subtotal
Add DSH Allotment
Total BN Limit

MAP Subtotal
Add DSH Allotment
Total BN Limit

MAP Subtotal
Add DSH Allotment
Total BN Limit

Pursuant to the CMS 1115 Waiver, Special Term and Condition 61(a)(iii), the Without Waiver PMPM is adjusted to equal the With Waiver PMPM for the AC, the Expansion State Adults and the Family

Planning Extension Program eligibility groups.

Based on CMS-64 certification date of 1/30/2015

S:\Fin\Reportin\HCFA Budget Neutrality\Quarterly Tracking\FFY2015\
Copy of Quarterly Tracking Dec'14 Qtr W00275 to CMS

Division of Business and Finance

3/2/2015



Arizona Health Care Cost Containment System
Medicaid Section 1115 Demonstration Number 11-W00275/9
Budget Neutrality Tracking Report
For the Period Ended December 31, 2014

Il. WAIVER COSTS AND VARIANCE FROM BUDGET NEUTRALITY LIMIT - BY QUARTER, BY DATE OF PAYMENT

Budget Neutrality Limit - Federal Share Expenditures from CMS-64 - Federal Share

WAIVER PERIOD OCTOBER 1, 2011 THROUGH SEPTEMBER 30, 2016:

UNC CARE

MAP DSH Total AFDC/SOBRA SSI AC ALTCS-DD ALTCS-EPD  Family Plan DSH/CAHP ~ SNCP/DSHP
QE12/11 $ 2,217,681,147 $ 103,890,985 $ 2,321,572,132 $ 502,890,921 $ 191,249,757 $ 175,610,617 $ 151,638,753 $ 164,685415 $ 167,197 $ -8 -
QE 3/12 2,177,931,994 - 2,177,931,994 577,297,998 217,984,093 165,596,401 156,526,315 176,620,644 179,167 572,050 -
QE 6/12 2,153,100,633 - 2,153,100,633 581,722,121 227,516,987 145,886,387 115,946,434 179,020,266 185175 79,564,550 100,950,000
QE 9/12 2,148,671,023 - 2,148,671,023 579,782,505 222,428,252 118,032,081 205,664,611 175,615,524 201,702 6,248,670 14,312,682
QE12/12  2,207,409,665 106,384,369  2,313,794,034 617,247,020 242,322,491 118,103,369 159,452,070 179,452,256 230,267 11,346,623 95,263,307
QE 3/13 2,189,871,354 - 2,189,871,354 589,464,629 239,092,492 96,180,297 163,937,798 192,970,394 257,756 867,795 32,840,000
QE 6/13 2,191,520,567 - 2,191,520,567 588,378,705 241,298,377 88,125,077 102,142,130 187,310,029 227,668 78,756,901 111,555,510
QE 9/13 2,201,168,535 - 2,201,168,535 596,611,333 237,327,560 84,327,037 230,955,206 190,188,088 228,524 558,280 144,169,561
QE12/13  2,351,797,500 107,980,135  2,459,777,635 623,051,060 253,112,363 84,773,209 180,587,089 208,608,187 221,957 6,098,257 128,610,551
QE 3/14 2,503,153,831 - 2,503,153,831 609,066,404 242,247,737 19,448,214 172,865,678 191,271,321 (15,809) 3,076,720 -
QE 6/14 2,669,342,652 - 2,669,342,652 584,523,581 274,963,993 (3.697,277) 132,811,366 206,922,285 (9,314) 4725871 46,518,282
QE 9/14 2,821,844,861 - 2,821,844,861 642,058,425 286,491,486 1,044,222 234,971,144 202,325,318 735 83,398,590 14,595,643
QE12/14  2,923,017,294 109,707,817  3,032,725,111 768,767,395 322,908,117 24,114,620 197,157,685 209,877,907 254 9,813,379 78,963,846
QE 3/15 - -
QE 6/15 - -
QE 9/15 - -
QE 12/15 . B
QE 3/16 - -
QE 6/16 - -
QE 9/16 - -

4,480,769
18,367,266

14,871,980
28,744,095
17,514,148
35,937,456

20,561,018
14,814,313
17,460,925

716,900

3,397,109

MED

$ 458,635 $
(4,080)
(889)
294

Exp St Adults

231,876,797
343,805,363
398,971,566

411,351,488

Total

$ 1,186,701,295 $
1,294,772,588
1,435,271,800
1,340,653,587

1,438,289,383
1,344,355,256
1,415,308,545
1,520,303,045

1,505,623,691
1,484,651,375
1,608,025,075
1,864,574,029

2,026,351,800

VARIANCE

1,134,870,837
883,159,406
717,828,833
808,017,436

875,504,651
845,516,098
776,212,022
680,865,490

954,153,944
1,018,502,456
1,061,317,577

957,270,832

1,006,373,311

$ 30,756,511,058 $ 427,963,306 $31,184,474,364 $7,860,862,097 $3,198,943,705 $1,117,544,254 $2,204,656,279 $2,464,867,634 $ 1875279 $285027,686 $767,779,382 $ 176,865,979 $453,960 $ 1,386,005,214 $19,464,881,469 $11,719,592,895

S:\Fin\Reportin\HCFA Budget Neutrality\Quarterly Tracking\FFY 2015\
Copy of Quarterly Tracking Dec'14 Qtr W00275 to CMS Division of Business and Finance

Last Updated:  2/20/2015

3/2/2015



Arizona Health Care Cost Containment System

Medicaid Section 1115 Demonstration Number 11-W00275/9
Budget Neutrality Tracking Report

For the Period Ended December 31, 2014

. SUMMARY BY DEMONSTRATION YEAR

As % of
Federal Share of Federal Share of As % of Annual ~ Cumulative Federal ~ Cumulative Federal Cumulative
Budget Neutrality Waiver Costs on Annual Budget Share of Budget Share of Waiver Cumulative Federal Budget
Limit CMS-64 Variance Neutrality Limit Neutrality Limit Costs on CMS-64 Share Variance Neutrality Limit

WAIVER PERIOD OCTOBER 1, 2011 THROUGH SEPTEMBER 30, 2016

DY 01 $ 8,801,275,783 $ 5,636,914,330 $ 3,164,361,453 35.95%
DY 02 8,896,354,490 5,819,304,577 3,077,049,913 34.59%
DY 03 10,454,118,979 6,407,922,208 4,046,196,771 38.70%
DY 04 3,032,725,111 1,600,740,354 1,431,984,757 47.22%
DY 05 -

$ 31,184,474,364 $ 19,464,881,469 $ 11,719,592,895

S:\Fin\Reportin\HCFA Budget Neutrality\Quarterly Tracking\FFY 2015\
Copy of Quarterly Tracking Dec'14 Qtr W00275 to CMS Division of Business and Finance

$ 31,184,474,364

$ 19,464,881,469 $ 11,719,592,895

3/2/2015

37.58%



Arizona Health Care Cost Containment System
Medicaid Section 1115 Demonstration Number 11-W00275/9
Budget Neutrality Tracking Report
For the Period Ended December 31, 2014

IV. Schedule C as Adjusted for Manual Entries and Waiver PMPM Groupings

Schedule C  Waiver 11-W00275/9

Total Computable

Waiver Name 01 02 03 04 05 Total
AC 917,376,615 578,316,126 114,762,223 (508,277) 1,609,946,687
AFDC/SOBRA 3,415,665,303 3,566,689,284 3,477,728,961 806,513,966 11,266,597,514
ALTCS-EPD 1,062,583,271 1,161,714,551 1,177,562,261 271,008,908 3,672,868,991
ALTCS-DD 939,154,449 1,004,782,212 1,066,066,355 281,215,161 3,291,218,177
DSH/CAHP 155,762,657 136,532,697 129,307,400 5,245,950 426,848,704
Expansion State Adults - - 1,200,830,174 427,449,348 1,628,279,522
Family Planning Extension 830,631 1,009,757 195,976 (812) 2,035,552
MED 673,818 - - - 673,818
SNCP/DSHP 296,636,120 587,330,859 240,345,208 30,383,115 1,154,695,302
Ssi 1,349,592,152 1,421,390,483 1,502,993,691 374,772,755 4,648,749,081
Uncomp Care IHS/638 22,866,717 97,192,513 53,595,408 3,404,733 177,059,371
Subtotal 8,161,141,733 8,554,958,482 8,963,387,657 2,199,484,847 - 27,878,972,719
New Adult Group - - 100,254,295 41918054 142,172,349
Total 8,161,141,733 8,554,958,482 9,063,641,952 2,241,402,901 - 28,021,145,068

Federal Share

Waiver Name 01 02 03 04 05 Total
AC 639,809,681 397,665,839 80,426,136 (357,402) 1,117,544,254
AFDC/SOBRA 2,385,794,585 2,455,336,889 2,449,847,812 569,882,811 7,860,862,097
ALTCS-EPD 717,322,896 766,917,305 794,883,561 185,743,872 2,464,867,634
ALTCS-DD 632,766,734 661,379,501 717,873,535 192,636,509 2,204,656,279
DSH/CAHP 104,828,269 89,674,675 86,933,365 3,591,377 285,027,686
Expansion State Adults - - 1,022,408,211 363,597,003 1,386,005,214
Family Planning Extension 767,009 929,580 179,426 (736) 1,875,279
MED 453,960 - - 453,960
SNCP/DSHP 199,636,108 385,758,909 161,584,084 20,800,281 767,779,382
Ssi 932,687,053 964,574,200 1,040,232,922 261,449,530 3,198,943,705
Uncomp Care IHS/638 22,848,035 97,067,679 53,553,156 3,397,109 176,865,979
Subtotal 5,636,914,330 5,819,304,577 6,407,922,208 1,600,740,354 - 19,464,881,469
New Adult Group - - 100,254,295 41,918,054 142,172,349
Total 5,636,914,330 5,819,304,577 6,508,176,503 1,642,658,408 - 19,607,053,818

Adjustments to Schedule C ~ Waiver 11-W00275/9

Total Computable

Waiver Name 01 02 03 04 05 Total
AC 313,572 210,756 87,745 (4) - 612,069
AFDC/SOBRA 1,014,881 1,090,143 990,293 2,544,159 - 5,639,476
Ssi 365,158 399,101 398,723 1,216,828 - 2,379,810
Expansion State Adults - - 223,239 1,484,967 - 1,708,206
ALTCS-DD (Cost Sharing)* - - - - - -

CAHP? (1,693,611) (1,700,000) (1,700,000) (5,245,950) - (10,339,561)
Total - - - - - -

Federal Share

Waiver Name 01 02 03 04 05 Total
AC 211,034 138,424 58,991 ) - 408,446
AFDC/SOBRA 683,014 716,006 665,774 1,741,732 - 3,806,526
Ssi 245,752 262,130 268,062 833,040 - 1,608,984
Expansion State Adults - - 150,083 1,016,608 - 1,166,691
ALTCS-DD (Cost Sharing)* - - R . _ R

CAHP? (1,139,800) (1,116,560) (1,142,910) (3,591,377) - (6,990,647)
Total - - - - - -

* The CMS 1115 Waiver, Special Term and Condition 42,d requires that premiums collected by the State shall be reported on Form CMS-64 Summary
2The Critical Access Hospital Payment (CAHP) waiver expenditures are included in the AFDC\SOBRA, AC, SSI, and Expansion State Adults rate
development while the expenditures are required to be reported on separate Forms CMS-64.9 and CMS-64.9P Waiver. This adjustment transfers the
CAHP expenditures to the AFDC\SOBRA, AC, SSI and Expansion State Adults waiver categories for budget neutrality comparison purposes. The CAHP
expenditures are allocated to the waiver categories in the same proportion as the capitation payments made for the CAHP service period.

{CFA Budget ity\Quarterly Tracking\FFY 2015\Copy of Quarterly Tracking Dec'14 Qtr W00275 to CMS Division of Business and Finance 3/2/2015



Arizona Health Care Cost Containment System

Medicaid Section 1115 Demonstration Number 11-W00275/9

Budget Neutrality Tracking Report

IV. Schedule C as Adjusted for Manual Entries and Waiver PMPM Groupings

Revised Schedule C

For the Period Ended December 31, 2014

Waiver 11-W00275/9

Total Computable

{CFA Budget

ity\Quarterly Ti

g

Waiver Name 01 02 03 04 05 Total
AC 917,690,187 578,526,882 114,849,968 (508,281) - 1,610,558,756
AFDC/SOBRA 3,416,680,184 3,567,779,427 3,478,719,254 809,058,125 - 11,272,236,990
ALTCS-EPD 1,062,583,271 1,161,714,551 1,177,562,261 271,008,908 - 3,672,868,991
ALTCS-DD 939,154,449 1,004,782,212 1,066,066,355 281,215,161 - 3,291,218,177
DSH/CAHP 154,069,046 134,832,697 127,607,400 - - 416,509,143
Expansion State Adults - - 1,201,053,413 428,934,315 - 1,629,987,728
Family Planning Extension 830,631 1,009,757 195,976 (812) - 2,035,552
MED 673,818 - - - - 673,818
SNCP/DSHP 296,636,120 587,330,859 240,345,208 30,383,115 - 1,154,695,302
Ssi 1,349,957,310 1,421,789,584 1,503,392,414 375,989,583 - 4,651,128,891
Uncomp Care IHS/638 22,866,717 97,192,513 53,595,408 3,404,733 - 177,059,371
Subtotal 8,161,141,733 8,554,958,482 8,963,387,657 2,199,484,847 - 27,878,972,719
New Adult Group - - 100,254,295 41,918,054 - 142,172,349
Total 8,161,141,733 8,554,958,482 9,063,641,952 2,241,402,901 - 28,021,145,068
Federal Share
Waiver Name 01 02 03 04 05 Total
AC 640,020,715 397,804,263 80,485,127 (357,405) - 1,117,952,700
AFDC/SOBRA 2,386,477,599 2,456,052,895 2,450,513,586 571,624,543 - 7,864,668,623
ALTCS-EPD 717,322,896 766,917,305 794,883,561 185,743,872 - 2,464,867,634
ALTCS-DD 632,766,734 661,379,501 717,873,535 192,636,509 - 2,204,656,279
DSH/CAHP 103,688,469 88,558,115 85,790,455 - - 278,037,039
Expansion State Adults - - 1,022,558,294 364,613,611 - 1,387,171,905
Family Planning Extension 767,009 929,580 179,426 (736) - 1,875,279
MED 453,960 - - - - 453,960
SNCP/DSHP 199,636,108 385,758,909 161,584,084 20,800,281 - 767,779,382
Ssi 932,932,805 964,836,330 1,040,500,984 262,282,570 - 3,200,552,689
Uncomp Care IHS/638 22,848,035 97,067,679 53,553,156 3,397,109 - 176,865,979
Subtotal 5,636,914,330 5,819,304,577 6,407,922,208 1,600,740,354 - 19,464,881,469
New Adult Group - - 100,254,295 41,918,054 - 142,172,349
Total 5,636,914,330 5,819,304,577 6,508,176,503 1,642,658,408 - 19,607,053,818

Calculation of Effective FMAP:

AFDC/SOBRA
Federal
Total
Effective FMAP

ssi
Federal
Total

Effective FMAP

ALTCS-EPD
Federal
Total
Effective FMAP

ALTCS-DD
Federal
Total
Effective FMAP

AC
Federal
Total
Effective FMAP

Expansion State Adults
Federal
Total
Effective FMAP

New Adult Group
Federal
Total
Effective FMAP

Y 2015\Copy of Quarterly Tracking Dec'14 Qtr W00275 to CMS

2,386,477,599
3,416,680,184
0.698478485

932,932,805
1,349,957,310
0.691083191

717,322,896
1,062,583,271
0.675074524

632,766,734
939,154,449
0.673762164

640,020,715
917,690,187
0.697425693

2,456,052,895
3,567,779,427
0.688398189

964,836,330
1,421,789,584
0.678606976

766,917,305
1,161,714,551
0.660159851

661,379,501
1,004,782,212
0.658231697

397,804,263
578,526,882
0.687615866

2,450,513,586
3,478,719,254
0.704429822

1,040,500,984
1,503,392,414
0.692102058

794,883,561
1,177,562,261
0.675024657

717,873,535
1,066,066,355
0.673385415

80,485,127
114,849,968
0.700784932

1,022,558,294
1,201,053,413
0.851384529

100,254,295
100,254,295
il

Division of Business and Finance

571,624,543
809,058,125
0.706530873

262,282,570
375,989,583
0.697579353

185,743,872
271,008,908
0.685379213

192,636,509
281,215,161
0.685014664

(357,405)
(508,281)
0.703164195

364,613,611
428,934,315
0.850045329

41,918,054
41,918,054
1
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Arizona Health Care Cost Containment System
Medicaid Section 1115 Demonstration Number 11-W00275/9
Budget Neutrality Tracking Report
For the Period Ended December 31, 2014

V. Budget Neutrality Member Months and Cost Sharing Premium Collections

Family Expan St New Adult

Budget Neutrality Member Months: AFDC/SOBRA SSI ALTCS-DD ALTCS-EPD AC MED Plan Ext Adults Group
Quarter Ended December 31, 2011 2,932,751 487,271 72,541 85,441 527,244 467 12,471

Quarter Ended March 31, 2012 2,920,488 488,621 73,179 85,485 430,723 - 12,424

Quarter Ended June 30, 2012 2,914,411 488,538 73,989 85,709 365,132 - 12,440

Quarter Ended September 30, 2012 2,939,232 491,032 74,844 86,492 310,396 - 12,689

Quarter Ended December 31, 2012 2,911,980 493,921 75,663 86,812 274,990 - 13,104

Quarter Ended March 31, 2013 2,891,876 496,036 76,498 86,052 248,817 - 13,824

Quarter Ended June 30, 2013 2,903,864 498,366 77,312 86,278 228,204 - 14,187

Quarter Ended September 30, 2013 2,919,917 501,613 78,065 87,108 217,114 - 14,856

Quarter Ended December 31, 2013 2,892,534 504,568 78,878 87,644 206,419 - 14,885

Quarter Ended March 31, 2014 2,839,291 510,488 79,720 87,854 87 - - 444,915 37,898
Quarter Ended June 30, 2014 2,955,464 517,461 80,699 88,686 2 - - 627,372 84,500
Quarter Ended September 30, 2014 3,111,858 520,153 81,735 89,079 - - - 760,046 117,945
Quarter Ended December 31, 2014 3,134,362 523,188 82,375 88,279 - - - 822,306 137,181

Quarter Ended March 31, 2015
Quarter Ended June 30, 2015
Quarter Ended September 30, 2015
Quarter Ended December 31, 2015
Quarter Ended March 31, 2016
Quarter Ended June 30, 2016
Quarter Ended September 30, 2016

ALTCS Developmentally
Disabled
Total Federal
Cost Sharing Premium Collections: Computable Share

Quarter Ended December 31, 2011 - -
Quarter Ended March 31, 2012 - -
Quarter Ended June 30, 2012 - -
Quarter Ended September 30, 2012 - -
Quarter Ended December 31, 2012 - -
Quarter Ended March 31, 2013 - -
Quarter Ended June 30, 2013 - -
Quarter Ended September 30, 2013 - -
Quarter Ended December 31, 2013 - -
Quarter Ended March 31, 2014 - -
Quarter Ended June 30, 2014 - -
Quarter Ended September 30, 2014 - -
Quarter Ended December 31, 2014

Quarter Ended March 31, 2015

Quarter Ended June 30, 2015

Quarter Ended September 30, 2015

Quarter Ended December 31, 2015

Quarter Ended March 31, 2016

Quarter Ended June 30, 2016

Quarter Ended September 30, 2016

S:\Fin\Reportin\HCFA Budget Neutrality\Quarterly Tracking\FFY 2015\
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VI. Allocation of Disproportionate Share Hospital Payments

Federal Share

Total Allotment

Reported in
QE
Dec-11
Mar-12
Jun-12
Sep-12
Dec-12
Mar-13
Jun-13
Sep-13
Dec-13
Mar-14
Jun-14
Sep-14
Dec-14
Mar-15
Jun-15
Sep-15
Dec-15
Mar-16
Jun-16
Sep-16

Total Reported to Date

Unused Allotment

Arizona Health Care Cost Containment System
Medicaid Section 1115 Demonstration Number 11-W00275/9

Budget Neutrality Tracking Report
For the Period Ended December 31, 2014

EEY 2012 EEY 2013 EEY 2014 EEY 2015 EEY 2016
103,890,985 106,384,369 107,980,135 109,707,817 427,963,306
78,996,800 - - 78,996,800
6,248,670 - - 6,248,670
11,346,623 - - 11,346,623
309,515 - - 309,515
1,022,914 77,733,987 - 78,756,901
- 6,098,257 - 6,098,257
2,505,265 - - 2,505,265
- 4,725,871 - 4,725,871
3,258,682 - 79,568,453 82,827,135
- - 6,222,002 6,222,002
103,688,469 88,558,115 85,790,455 278,037,039
202,516 17,826,254 22,189,680 109,707,817 149,926,267
S:\Fin\Reportin\HCFA Budget Neutrality\Quarterly Tracking\FFY 2015\
Division of Business and Finance 3/2/2015
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Arizona Health Care Cost Containment System
Medicaid Section 1115 Demonstration Number 11-W00275/9
Budget Neutrality Tracking Report
For the Period Ended December 31, 2014

VII. BUDGET NEUTRALITY TRACKING SCHEDULE -- NEW ADULT GROUP

WAIVER PERIOD JANUARY 1, 2014 THROUGH SEPTEMBER 30, 2016:

I. CALCULATION OF BUDGET NEUTRALITY LIMIT BY DEMONSTRATION YEAR (WITHOUT WAIVER CEILING FEDERAL SHARE)

Federal Member Months Federal Share
Trend DY 03 Effective Share Budget Neutrality
Rate PM/PM EMAP PM/PM QE 12/13 QE 3/14 QE 6/14 QE 9/14 Total Limit
New Adult Group 578.54 100.00% 578.54 - 37,898 84,500 117,945 240,343 139,048,039

Member Months

DY 04
PM/PM QE 12/14 QE 3/15 QE 6/15 QE 9/15 Total
New Adult Group 1.047 605.73 100.00% 605.73 137,181 137,181 83,094,836
Member Months
DY 05
PM/PM QE 12/15 QE 3/16 QE 6/16 QE 9/16 Total
New Adult Group 1.047 634.20 - -

Il. WAIVER COSTS AND VARIANCE FROM BUDGET NEUTRALITY LIMIT - BY QUARTER, BY DATE OF PAYMENT

Budget Neutrality Limit - Federal Share Expenditures
MAP SH Total New Adult Grp VARIANCE

QE 12/13 $ - $ - $ - $ - $ -
QE 3/14 21,925,509 - 21,925,509 13,870,414 8,055,095
QE 6/14 48,886,630 - 48,886,630 34,313,342 14,573,288
QE 9/14 68,235,900 - 68,235,900 47,984,458 20,251,442
QE 12/14 83,094,836 - 83,094,836 46,004,135 37,090,701
QE 3/15
QE 6/15
QE 9/15
QE 12/15
QE 3/16
QE 6/16
QE 9/16

$ 222,142876 $ - $ 222,142,876  $ 142,172,349 $ 79,970,527

Ill. SUMMARY BY DEMONSTRATION YEAR

Cumulative Cumulative As % of
Federal Share of Federal Share of As % of Annual Federal Share of Federal Share of Cumulative Cumulative
Budget Waiver Costs on Annual Budget Neutrality Budget Waiver Costs on  Federal Share Budget
Neutrality Limit CMS-64 Variance Limit Neutrality Limit CMS-64 Variance Neutrality Limit
DY 03 $ 139,048,039 $ 96,168,214 $ 42,879,825 30.84%
DY 04 83,094,836 46,004,135 37,090,701 44.64% $ 222,142,876 $ 142,172,349 $ 79,970,527 36.00%
DY 05
$ 222,142,876 $ 142,172,349 $ 79,970,527
Based on CMS-64 certification date of 1/30/2015
S:\Fin\Reportin\HCFA Budget Neutrality\Quarterly Tracking\FFY2015\ 3/2/2015
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