
Fiscal and Rate-Setting Work Group: Duals Demonstration Stakeholder Work Group

Meeting #1: Tuesday, June 5, 2012 

This introductory meeting provided participants with a high-level overview of the fiscal and rate-setting process for the duals demonstration. This meeting started with an overview of the financial alignment process at the national level. Then discussions dove deeper into the key components and considerations of the initial rate structure document released by the Centers for Medicare and Medicaid Services (CMS). 

This is one of seven stakeholder work groups organized by California’s Department of Health Care Services (DHCS) to gain input on the dual eligibles demonstration. Background information on the work groups and all materials can be found at www.CalDuals.org.

Key issues raised:

· The duals demonstration requires a unique rate-setting process; guidance from CMS is essential. 
· Rate setting is a constantly evolving process. The goal is to create a “best start,” and then make necessary alterations to the rate-setting process over time.

· In California, a baseline capitated payment rate will be computed for each demonstration county. There is not going to be a statewide applicable rate.

· Health plans are requesting greater technical guidance from the state and CMS. 

Introduction to Duals Demonstration & Work Group Process

Led by Mari Cantwell, Deputy Director, Health Care Financing, DHCS

Mari Cantwell introduced the panelists and welcomed everyone to the first Fiscal & Rate Setting work group meeting. Relevant issues and concerns raised during this work group meeting will be shared with CMS to continue discussion around the rate-setting process for the duals demonstration. 
National Perspective: Financial Alignment Models and Rate-Setting Strategies for Dual Eligible Demonstrations

Led by Suzanne Gore, Director of Integrated Care, Center for Health Care Strategies

Suzanne Gore led a high-level discussion about the process used at the national level to set rates for Medicare and Medicaid. Relevant materials from this presentation can be found at http://calduals.org/workgroup/fiscal/. Gore made the following comments during her presentation:

· The key to making integrated care viable for the state and the Federal government is to consider the funding streams as an aggregate instead of two different funding sources. 

· California, CMS, and health plans will enter into a three-way agreement to integrate services, and will work together to create a capitated rate.

· Rate setting is a constantly evolving process. The goal is to create a “best start,” and then make necessary alterations to the rate-setting process over time. 

· Risk adjustment will be utilized in the rate-setting process so plans with higher risk patients will receive adequate reimbursement for the services provided to complex beneficiaries.

· Integrating Long Term Services and Supports (LTSS) rates is going to be a challenge. CMS seems to be flexible with state efforts to ensure that reimbursement rates are developed to incentivize the use of Home- and Community-Based Services. 

Questions

During the question and comment period, the following points were made:

· PACE can be looked to as a proven model for full integration of care. States with existing PACE programs can keep the rate-setting process as it currently stands. Most states position PACE as a separate but equal alternative. 

· Currently, a comparative analysis of integrative models of care from various states does not exist. 

Initial Rate Structure from CMS: Key Components and Considerations

Led by Mari Cantwell, DHCS, and Tim Reilly, Chief Financial Officer, L.A. Care Health Plan
Mari Cantwell summarized the Initial Rate Structure document released by CMS. The first part of the presentation focused mostly on California’s interpretation of the document. Relevant materials from this presentation can be found at http://calduals.org/workgroup/fiscal/.

Key points from the first half of the presentation:

· As described in the Initial Rate Structure document released by CMS, the baseline for the rate-setting process will start by computing the total Medicare and Medicaid spending absent the demonstration.  

· In California, the baseline rate will be computed for each demonstration county . There will not be a statewide applicable rate. 

· California and CMS will work together to create reasonable savings targets.

· Risk adjustment: On the Medicare side, the formula currently used by CMS will be applied to each beneficiary. On the Medicaid side, CMS is giving states freedom to determine risk adjustments for Medicaid services. 

· CMS proposed a quality withhold for the first three years of the demonstration of 1, 2 and 3 percent corresponding to years 1, 2 and 3. 

Questions

During the question and comment period, the following points were made:

· If there are cost savings, these savings should be reinvested to strengthen home- and community-based services.

· Instead of the proposed quality withhold, one health plan representative suggested treating that amount as a bonus to health plans for providing better care.

Next, Mari Cantwell and Tim Reilly shared California’s reaction to the guidelines that CMS outlined in the Initial Rate Structure document.  CMS has proposed setting rates year by year and treating each county individually, but there are questions and concerns that need to be addressed in further discussions between the state and CMS continue. Key points included: 

· How will savings targets be determined for each county? Who will be entitled to these savings?

· CMS and DHCS will continue negotiating the shared savings component. California believes it should receive a higher percentage of the savings than proposed in the document released by CMS. California feels that a 50 percent share is appropriate because it is the health plans that are administering services and coordinating care for dual eligible beneficiaries under the demonstration. 

· DHCS will request creating risk corridors based on the full integration of services.

· Key questions health plans have about the rate setting process include how risk-adjustments will be taken into account, and clarification on regulations and contractual requirements. 

· A common language/terminology will be needed to ensure that communication is clear. 

Questions

During the question and comment period, the following points were made:

· The risk-adjustment process needs to be considered on a county-by-county basis.

· Risk corridors are necessary because they provide financial protection to health plans in case of serious risk-dislocation issues.

· In the CMS Initial Rate Structure document, the costs considered in the calculation of the baseline rate were limited to services currently offered through Medicare and Medicaid. Thus, other services not traditionally covered by Medicare and Medicaid will not be included in the baseline rate. 

Wrap-up and Next Steps

As conversations between CMS and the state of California continue in the coming months, more details will be shared and discussed during this stakeholder work group meeting. 

The next Fiscal & Rate Setting work group meeting has not yet been scheduled. For more information, and to stay updated about the duals demonstration and stakeholder engagement efforts, visit www.CalDuals.org.  
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