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Executive Summary 
The Centers for Medicare & Medicaid Services (CMS) have created the State 

Demonstrations to Integrate Care for Dual Eligible Individuals (SDIC) and the Medicare-
Medicaid Financial Alignment Initiative to test integrated care models for Medicare-Medicaid 
enrollees. The Minnesota Demonstration to Align Administrative Functions for Improvements in 
Beneficiary Experience is a statewide initiative intended to further strengthen integration of the 
existing plans participating in the long-running Minnesota Senior Health Options (MSHO), an 
integrated Medicare-Medicaid program that began in 1997. The demonstration is to implement 
administrative changes to better align the Medicare and Medicaid operational components of the 
program (Minnesota Department of Human Services [DHS], 2012; hereafter, Proposal, 2012). 
The MSHO plans are Medicare Advantage Dual Eligible Special Needs Plans (D-SNPs) that also 
contract with the State to serve as Medicaid managed care plans. This demonstration began on 
September 13, 2013, and is currently scheduled to continue until December 31, 2016 (CMS and 
the State of Minnesota, 2013; hereafter, Memorandum of Understanding [MOU], 2013). The 
State has indicated interest in pursuing a 2-year demonstration extension that CMS has offered to 
all SDIC and Financial Alignment Initiative demonstration States, which would change the 
demonstration end date to December 31, 2018.  

Evaluation overview. CMS contracted with RTI International to monitor the 
implementation of the SDIC and the Medicare-Medicaid Financial Alignment Initiative, and to 
evaluate their impact on beneficiary experience, quality, utilization, and cost. This first Annual 
Report analyzes implementation of the Minnesota demonstration from its initiation on 
September 12, 2013, through the conclusion of the first demonstration year on December 31, 
2014. In order to capture relevant qualitative information obtained at the conclusion of the 
demonstration year or immediately afterward, this report includes updated qualitative 
information through June 30, 2015.  

As the goals of the Minnesota alternative model demonstration are to implement 
administrative changes meant to better align Medicare and Medicaid processes, it is unlikely that 
these changes will change quality, use, or costs. However, those outcomes will be monitored to 
assess the potential for unintended negative consequences under the demonstration in the care 
provided to Medicare-Medicaid enrollees. Future reports will present preliminary findings on 
service utilization and quality of care through December 2015. Those reports will focus on 
comparisons of the demonstration-eligible and comparison groups, as well as targeted analyses 
related to enrollees, health home service users, user of long-term services and supports (LTSS), 
users of behavioral health services and special populations. 

Data sources. Data sources for this report include two site visits to Minnesota conducted 
by the evaluation team, from April 22 to 24, 2014, and from July 14 to 16, 2015; interviews with 
staff of the State, CMS, and MSHO plans; quarterly phone calls with State demonstration staff; 
the MOU between the State and CMS (MOU, 2013); Minnesota’s demonstration proposal 
(Proposal, 2012); a State presentation to stakeholders (Parker, 2013b); State comments on the 
Request for Information on Opportunities for Alignment under Medicaid and Medicare 
(Godfrey, 2011); an updated version of the Minnesota MOU Workplan (DHS, 2014b); 
Minnesota’s Integrated Care System Partnership (ICSP) Summary (DHS, 2014a); revised 
county-level MSHO enrollment materials and plan information (DHS, November 2015); data 
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and other materials shared by the State during the site visits; and data submitted by Minnesota to 
the evaluation team through the State Data Reporting System (SDRS). 

Overview of the demonstration. This demonstration (1) authorizes a set of 
administrative activities designed to better align the Medicare and Medicaid policies and 
processes involved in the MSHO program; and (2) formalizes certain prior informal agreements 
between CMS and Minnesota that allowed flexibility for the Medicare Advantage Dual Eligible 
SNPs participating in MSHO, because of the integrated nature of the program. The 
demonstration does not fundamentally change benefits packages, choice of plans and providers 
for beneficiaries, or the way in which the MSHO plans contract with either the State or CMS. 
Nor does it change the prevailing enrollment process for MSHO (MOU, 2013). 

Context for the Minnesota Demonstration 
As noted above, the Minnesota demonstration builds upon the State’s long-running 

MSHO program, which began providing care to Medicare-Medicare enrollees aged 65 or older in 
1997. MSHO is a voluntary program that provides an alternative care arrangement to Medicare-
Medicaid enrollees in the State’s mandatory Medicaid managed care program—Minnesota 
Senior Care Plus (MSC+). Recognizing the stability of the MSHO program, the current 
demonstration focuses on administrative flexibility under MSHO. 

Factors that shaped the Minnesota approach. According to State and MSHO plan 
officials, the factors that shaped the Minnesota approach to this demonstration included the 
following:  

• Need for a joint role with CMS on D-SNP communications and oversight of MSHO. 
Although the State had been contracting with D-SNPs to coordinate Medicare and 
Medicaid benefits for almost a decade, it had no established communication channel 
with CMS on the implications of D-SNP policy on integrated plans.  

• Desire to preserve the integrated operational features of the MSHO program and 
reduce reliance on informal agreements between the State and CMS on exceptions to 
Medicare D-SNP policy. To overcome barriers to integration, a range of informal 
agreements between CMS and Minnesota have evolved that address program 
operations. 

• Support for approaches that would help D-SNPs achieve greater administrative 
efficiency and integration of Medicare and Medicaid policies and procedures.  

• Authorization for MSHO plans to participate in State payment and delivery system 
reforms.  

• Maintenance of a seamless beneficiary care experience by having processes to 
integrate complex business functions so that they are invisible to beneficiaries.  

Minnesota Senior Health Options. MSHO, the existing statewide voluntary Medicare-
Medicaid managed care program for beneficiaries aged 65 or older, serves as the platform 
through which the demonstration carries out its administrative Medicare-Medicaid program 
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alignment activities. Minnesota requires Medicaid managed care enrollment for most Medicare-
Medicaid enrollees; MSHO provides an integrated alternative to Medicaid-only plans. Its 
enrollment was 35,272 in June 2015, or 72 percent of the full-benefit Medicare-Medicaid 
enrollees aged 65 or older enrolled in Medicaid managed care (SDRS 2nd Quarter, 2015). 
Enrollees receive all of their Medicare and Medicaid services from one plan with one 
membership card and one care coordinator.  

Minnesota has included Medicare-Medicaid beneficiaries in its managed care programs 
since the mid-1980s. It became the first State to receive approval from the Health Care Financing 
Administration, as CMS was known at the time, to operate a managed care program integrating 
Medicare and Medicaid. The MSHO program was launched in 1997 under the authority of a 
1115(a) demonstration and a Section 222 Medicare waiver. From the beginning, it was notable 
for a high degree of integration between Medicare and Medicaid. In 2005, the previous 
demonstration ended and MSHO plans became D-SNPs and Medicaid managed care plans. By 
2006, a majority of Minnesota’s Medicare-Medicaid beneficiaries were enrolled in MSHO. 
(Parker, 1997; Tritz, 2006). 

In 2008, Minnesota established the Special Needs Basic Care Program, an integrated 
Medicare-Medicaid program serving people under age 65 with disabilities. Initially, eight D-
SNPs participated in the program. By 2015, six of the plans had withdrawn from Medicare 
Advantage, citing an inability to be financially viable due to Medicare payment rates.  

MSHO plans operate under two separate contracts, unlike Medicare-Medicaid Plans in 
capitated model demonstrations under the Financial Alignment Initiative that use three-way 
contracts with CMS, the State, and the plan. MSHO plans contract with CMS as D-SNPs and 
comply with Medicare Advantage and SNP requirements. They also contract with the State as 
Medicaid plans, complying with Medicaid managed care requirements in the MSHO contract 
(MOU, 2013). MSHO plans provide all Medicare services, including Part D, and Medicaid 
services, including behavioral health services and home and community-based services under the 
Minnesota 1915(c) Elderly Waiver, plus the first 180 days of nursing facility services.  

Demonstration Medicare-Medicaid Alignment Activities 
Demonstration Management Team. The demonstration established a Demonstration 

Management Team, consisting primarily of the Minnesota State lead in the CMS, a CMS 
Regional Office representative, and a representative of the Minnesota DHS. This team was 
originally called the Contract Management Team in the MOU. CMS has renamed it the 
Demonstration Management Team because, under the demonstration, responsibility for 
management of the D-SNP contract remains with CMS as a three-way contract does not exist for 
the Minnesota demonstration. The contract responsibilities continue to separately lie with the 
State and the Center for Medicare (rather than the Medicare-Medicaid Coordination Office). 
(The Demonstration Management Team is responsible for overseeing the demonstration, 
including addressing issues that would reduce integration of Medicare and Medicaid in MSHO, 
and helping to coordinate, rather than replace, existing oversight by CMS and the State. One key 
finding of the demonstration is the success of the Demonstration Management Team. State 
officials reported that the Demonstration Management Team has proven to be an extremely 
useful vehicle for addressing program misalignment issues. For example, the Demonstration 
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Management Team facilitated incorporation of new language into the MSHO SNP Model of 
Care (MOC) matrix, as described below. The Demonstration Management Team has also given 
the State an identifiable communication channel with CMS that it had never had during the past 
9 years of managing an integrated D-SNP Medicare-Medicaid program.  

Network adequacy. The demonstration is testing new standards and processes for the 
Medicare Advantage network adequacy review for all MSHO plans. The new standards aim to 
more accurately reflect where the Medicare-Medicaid population resides. Also, for the first time, 
the State has the opportunity to provide input on local health care delivery system considerations 
and to participate in reviews of MSHO plans’ network submissions. In addition, the 
demonstration envisioned that CMS and the State would conduct Medicare and Medicaid 
network adequacy reviews concurrently; however, the State needed to proceed with Medicaid 
network reviews in spring 2014 because these reviews were tied to the 5-year MSHO plan 
procurement schedule, and CMS was unable to conduct the Medicare review at that time.  

SNP Model of Care. The demonstration provided the State with an opportunity to submit 
to CMS suggested language for incorporation in the D-SNP MOC matrix for MSHO plans that 
would reflect MSHO requirements and processes. CMS accepted the State’s language. One key 
finding of the demonstration is the success achieved in tailoring the MOC matrix for MSHO 
plans to emphasize the existing role of MSHO plans in coordinating Medicaid home and 
community-based services and in conducting needs assessments and developing care plans that 
address both Medicaid and Medicare services. The State also had the opportunity to review and 
provide input on the plan responses to additional requirements and processes. The revised matrix 
language was used by plans in their 2015 MOC submissions, which were all approved by CMS.  

Beneficiary materials. The demonstration allows MSHO plans to adopt simplified 
beneficiary materials—such as a member handbook and provider directory—that better integrate 
information about Medicare and Medicaid benefits and processes. MSHO plans are using some 
of the integrated materials developed for capitated model demonstrations under the Financial 
Alignment Initiative or are adapting them with CMS and State approval. The State convened its 
existing MSHO Plan Member Materials Workgroup to adapt the model materials. CMS also 
participated in the Workgroup. The plans have already been using integrated beneficiary 
materials for many years, including Summary of Benefits, Evidence of Coverage, provider 
directories, and notices. However, plan officials reported that incorporating information about 
Medicaid services prior to the demonstration was difficult at times because these materials had to 
be developed according to D-SNP standards intended to present information about Medicare 
services. The material development and review process was conducted through the CMS Health 
Plan Management System during the second demonstration year.1 This process provided an 
opportunity for CMS, the plans, and the State to concurrently review and edit materials, which 
does not occur in the standard review process for D-SNP materials (interviews with MSHO plan 
officials, April 2014 and July 2015). A key accomplishment of the demonstration is an improved 
process for development and review of beneficiary materials.  

                                                 
1 This process will be covered in greater detail in the Minnesota Second Annual Report. 
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Provider purchasing agreements. The demonstration allows MSHO plans to integrate 
Medicare and Medicaid primary care payments to certified Health Care Homes, Minnesota’s 
term for medical homes. The demonstration also authorizes adoption of ICSPs, which are 
purchasing agreements between MSHO plans and providers that build on the HCH model and 
provide additional options for making performance payments to providers. As of January 1, 
2015, MSHO plans had entered into 54 ICSP provider contracts. Minnesota has contracted for an 
evaluation of the ICSP initiative and the results will be reported in the second annual report. 

Grievances and appeals. The State uses an integrated and simplified model notice of 
denial and explanation of appeal rights developed by CMS for use by all integrated D-SNPs. 
Prior to the demonstration Minnesota had developed an integrated denial notice, much of which 
was reflected in the CMS notice. In the demonstration, the 60-day time frame available to 
beneficiaries for filing Medicare appeals has formally been extended to 90 days via D-SNP 
contract amendments to align with the Minnesota State Medicaid time frame, providing more 
flexibility for enrollees. However, recently published Federal Medicaid managed care regulations 
establish a 60-day time frame for filing appeals, so Minnesota will move to the 60-day timeframe 
as required by Medicaid regulations which will then align with Medicare timelines.  

Quality measures. MSHO plans continue to report quality measures and data as required 
by their Medicare and Medicaid contracts and continue to participate in the Medicare Advantage 
Star Ratings system for quality measurement. The MOU specifies that CMS and the State will 
work together to develop and test measures that could be incorporated into an integrated Star 
Ratings model for MSHO plans This joint development has not occurred. CMS and the State are 
negotiating the terms of a collaboration authorized by the MOU to administer a single Consumer 
Assessment of Healthcare Providers and Systems (CAHPS) survey to MSHO enrollees that 
meets State and Federal requirements and reflects Medicare and Medicaid services.2  

Performance improvement. The demonstration eliminates duplicative reporting 
required through Medicare Quality Improvement Projects (QIPs) and Medicaid Performance 
Improvement Projects (PIPs). The State adopted language in its 2014 contracts with MSHO 
plans that permit plans to use Medicare QIPs to meet Medicaid PIP requirements. This alignment 
of QIPs and PIPs includes using the same measurement standards, reporting timelines, and 
templates. After the Minnesota MOU was adopted, CMS eliminated requirements for a separate 
PIP for plans exclusively serving Medicare-Medicaid enrollees. As part of the demonstration 
agreement, CMS gives the State input on topics selected for QIPs.  

Medicare bid process. Under the demonstration, a new provision helps MSHO plans 
maintain zero member premiums. In situations where strict adherence to the Medicare 
Advantage bid margin requirements would result in a premium for enrollees, and where margins 
have a minimum of zero, an MSHO plan can use an aggregate bid margin that is either (1) no 
greater than 1.5 percent above the plan’s margin for non-Medicare health insurance, or (2) less 
than or equal to the margin for the Medicaid portion of its MSHO rate (MOU, 2013, p. 18). The 

                                                 
2 CMS, MSHO plans, and the State were able to resolve their differences and jointly administered a CAHPS 

survey in 2016. This will be discussed in greater detail in the second Annual Report. 
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results of the 2015 Medicare bid process, conducted in 2014, did not trigger this provision 
because through the bid process, MSHO plans were able to achieve zero member premiums.  

Existing Integrated MSHO Functions Formalized by the Demonstration 
Integrated enrollment systems. Through a series of complex manual and automated 

functions that are invisible to enrollees, State staff, serving as Third Party Administrators for 
MSHO plans, access enrollment files for both Medicare and Medicaid and achieve simultaneous 
beneficiary enrollment in both the Medicare and Medicaid components of the MSHO plan, with 
identical enrollment effective dates for both sets of benefits. The MOU preserves that process as 
well as the existing exemption for MSHO plans from the D-SNP requirement that beneficiary 
enrollment requests be submitted to CMS within 7 days of verification of Medicare eligibility. 
This exemption allows time for verification of a beneficiary’s Medicaid eligibility for MSHO, 
enabling a beneficiary to be enrolled simultaneously in MSHO for Medicare and Medicaid 
benefits. The State is also permitted to continue to limit MSHO enrollment to Medicare-
Medicaid enrollees who meet the State’s eligibility criteria for enrollment in Medicaid managed 
care, consistent with Medicare Improvements for Patients & Providers Act contracting policy.  

Integrated grievance and appeals system. Over the past 17 years of MSHO program 
implementation, the State and CMS have collaborated to integrate the Medicare and Medicaid 
appeals process in MSHO. Enrollees can choose to file an appeal with one of three entities, each 
of which simultaneously reviews appeals potentially related to Medicare or Medicaid. Rather 
than requiring enrollees to first file a Medicare or Medicaid appeal to the plan, the State has 
provided enrollees with multiple avenues for filing a first-level appeal: to the plan; to the State 
Department of Health, which is responsible for health plan licensing and certification; or directly 
to the State Fair Hearings process. 

Integrated claims adjudication. MSHO plans can continue to permit providers to bill 
them for Medicare and Medicaid services delivered, without differentiating Medicare services 
from Medicaid services. Using an integrated adjudicated claims process, MSHO plans determine 
whether the expenditure is allocated to Medicaid or Medicare. Under the demonstration, CMS 
has committed to drafting clear guidance to auditors specifying that integration of Medicare and 
Medicaid claims adjudication be allowed. 

Demonstration Planning and Implementation Support 
A demonstration Implementation Support Award from CMS to Minnesota of $1.6 million 

for a 2-year period has enabled the State to conduct activities that it would otherwise be unable 
to perform. Generally, these funds are being used to invest in new information technology 
systems to support additional analysis of data on the State’s Medicare-Medicaid enrollees; 
continue stakeholder engagement activities; conduct actuarial analyses of MSHO data on 
utilization, costs, and performance; and perform dedicated outreach to culturally specific 
communities.  

Implementation Accomplishments and Challenges 
Accomplishments. The Minnesota alternative model demonstration is implementing 

administrative changes that are meant to better align Medicare and Medicaid processes within 
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MSHO, the State’s long-running integrated Medicare-Medicaid program. Those changes include 
three types of Medicare-Medicaid alignment activities: (1) joint CMS-State demonstration 
management activities related to the MSHO program; (2) discrete activities that CMS and the 
State have agreed to conduct, usually in partnership; and (3) those based on the self-
implementing provisions that formalize previous CMS-State agreements related to various 
MSHO operational policies. To date, the demonstration has made the most progress with the 
joint CMS-State demonstration management activities and formalizing previous CMS-State 
agreements related to MSHO operational policies.  

With the establishment of the Demonstration Management Team, the State reported that 
it now has a reliable communication channel with CMS, which it did not have during the 9 years 
it has been administering an integrated Medicare D-SNP–Medicaid managed care program. 
Specifically, the Demonstration Management Team has helped address some concrete issues: the 
withdrawal of a D-SNP plan from the MSHO program, CMS adoption of the State’s proposed 
language for inclusion in the MSHO SNP MOC elements, and resolution of a compliance issue 
facing an individual MSHO plan. More generally, State officials reported that they appreciate the 
information the State receives from CMS the Demonstration Management Team members about 
changing D-SNP policies and the knowledge that it has a resource to help identify and access 
specific CMS staff when needed.  

The demonstration has also established some administrative processes that could be 
adopted by other Medicare-Medicaid integration programs. Specifically, these include the new 
pilot for conducting joint CMS-State Medicare network adequacy reviews, collaborative 
structures for drafting and reviewing beneficiary materials, and integration of State-specific 
standards into the Medicare MOC.  

Challenges. Although some alignment activities were not intended to begin until later in 
the demonstration, several others encountered delays. Constraints on CMS availability to work 
on certain provisions, such as concurrent Medicare and State Medicaid network reviews and 
consolidation of CAHPS surveys have delayed or precluded their implementation. For some 
alignment activities, such as developing and testing new quality measures, the State has 
expressed concern that the CMS measure development efforts do not appear to align measure 
development for plans that deliver Medicare and Medicaid benefits, such as MSHO plans. Not 
surprisingly, CMS and the State are finding it difficult to address some misaligned Medicare and 
Medicaid policies. As one Minnesota State official summarized, “It’s all about the details.” 

Conclusion 
By formalizing agreements that have been in place between CMS and the State, the 

demonstration has already addressed important aspects of Medicare and Medicaid alignment in 
the MSHO program, such as integrated processes for grievances and appeals, for claims 
adjudication, and for program enrollment. The Demonstration Management Team has been very 
successful in facilitating policy collaboration between CMS and the State. In addition, the 
demonstration’s Medicare-Medicaid alignment activities produced changes to the MSHO plan’s 
MOCs; improved processes used by MSHO plans, CMS, and the State in developing integrated 
beneficiary materials; and implemented Integrated Care Systems Partnerships. Minnesota’s first 
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quarterly submission of information about the demonstration to the RTI evaluation team summed 
up the nature of the Medicare-Medicaid program alignment work:  

It is challenging to describe the Minnesota demonstration to stakeholders and 
state leadership because it is so related to behind the scenes technical and 
operational issues between Medicare and Medicaid that most people do not know 
or care about, even though these are necessary to maintaining and improving 
integration of service delivery and operation (SDRS 1st Quarter, 2014).  



1 

1. Introduction
The Centers for Medicare & Medicaid Services (CMS) have created the State 

Demonstrations to Integrate Care for Dual Eligible Individuals (SDIC) and the Medicare-
Medicaid Financial Alignment Initiative to test integrated care models for Medicare-Medicaid 
enrollees. The Minnesota Demonstration to Align Administrative Functions for Improvements in 
Beneficiary Experience is a statewide initiative intended to further strengthen integration of the 
existing plans participating in the long-running Minnesota Senior Health Options (MSHO) 
program, an integrated Medicare-Medicaid program that began in 1997. The demonstration is to 
implement administrative changes to better align the Medicare and Medicaid operational 
components of the program (Minnesota Department of Human Services [DHS], 2012; hereafter, 
Proposal, 2012). The MSHO plans are Medicare Advantage Dual Eligible Special Needs Plans 
(D-SNPs) that are also under contract with the State as Medicaid managed care plans. MSHO has 
been serving Medicare-Medicaid enrollees since 1997. This demonstration began on 
September 13, 2013, and is currently scheduled to continue until December 31, 2016 (CMS and 
the State of Minnesota, 2013; hereafter, Memorandum of Understanding [MOU], 2013). The 
State has indicated interest in pursuing a 2-year demonstration extension that CMS has offered to 
all SDIC and Financial Alignment Initiative demonstration states, which would change the 
demonstration end date to December 31, 2018.  

This first Annual Report analyzes implementation of the Minnesota demonstration from 
its initiation on September 12, 2013, through the conclusion of the first demonstration year on 
December 31, 2014. In order to capture relevant qualitative information obtained at the 
conclusion of the demonstration year or immediately afterward, this report includes updated 
qualitative information through June 30, 2015.  

As the goals of the Minnesota alternative model demonstration are to implement 
administrative changes meant to better align Medicare and Medicaid processes, it is unlikely that 
these changes will change quality, use, or costs. However, those outcomes will be monitored to 
assess the potential for unintended negative consequences under the demonstration in the care 
provided to Medicare-Medicaid enrollees. Future reports will present preliminary findings on 
service utilization and quality of care through December 2015. Those reports will focus on 
comparisons of the demonstration-eligible and comparison groups, as well as targeted analyses 
related to enrollees, health home service users, user of long-term services and supports (LTSS), 
users of behavioral health services and special populations. 

Evaluation Overview  

CMS contracted with RTI International to monitor the implementation of the SDIC and 
demonstrations under the Financial Alignment Initiative, and to evaluate their impact on 
beneficiary experience, quality, utilization, and cost. The evaluation includes an aggregate 
evaluation (Walsh et al., 2013) and State-specific evaluations.  

The goals of the evaluation are to monitor demonstration implementation, evaluate the 
impact of the demonstration on the beneficiary experience, monitor unintended consequences, 
and monitor and evaluate the demonstration’s impact on a range of outcomes for the eligible 
population as a whole and for special populations (e.g., people with mental illness and/or 
substance use disorders, LTSS recipients). To achieve these goals, RTI will collect qualitative 
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and quantitative data from Minnesota each quarter; analyze Medicare and Medicaid enrollment, 
claims, and encounter data; conduct site visits, focus groups with plans; and key informant 
interviews with State, CMS and MSHO staff; and incorporate relevant findings from any 
beneficiary surveys conducted by other entities. In addition to this report, monitoring and 
evaluation activities will also be included in quarterly monitoring reports provided to CMS and 
the State, annual reports, and a final evaluation report. 

As the goals of the Minnesota alternative model demonstration are to implement 
administrative changes meant to better align Medicare and Medicaid processes, it is unlikely that 
these changes will change quality, use, or costs. However, those outcomes will be monitored 
under the evaluation to assess the potential for unintended negative consequences under the 
demonstration in the care provided to Medicare-Medicaid enrollees.  

1.1 Data Sources 
This first annual report on implementation of the Minnesota demonstration was informed 

by a wide range of information sources. Most valuable for understanding the current status of the 
demonstration’s implementation were two site visits to Minnesota by the evaluation team, from 
April 22 to 24, 2014, and July 14 to 16, 2015. Interviews conducted with State officials and 
health plan representatives during the site visits were invaluable in gaining an understanding of 
the State’s objectives, the rationale for the Medicare-Medicaid administrative alignment 
activities being undertaken, and the early operational experiences. Interviews with CMS staff 
were conducted prior to the site visit. Unless otherwise indicated, views or information attributed 
to State officials were drawn from interviews conducted during the April 2014 and July 2015 site 
visits; similarly, observations attributed to MSHO plan officials were drawn from interviews 
conducted during these visits. When the source of such information appears ambiguous, it is 
clarified with a parenthetical citation: (interviews with Minnesota DHS officials, April 2014) or 
(interviews with MSHO plan officials, April 2014). 

This report also draws on the official agreement between CMS and Minnesota: the MOU 
(2013), which specifies the provisions of the demonstration; the State’s summary of the 
demonstration presented to stakeholders (Parker, 2013b); discussions with CMS staff; the State’s 
proposal to CMS to establish a demonstration under the SDIC (Proposal, 2012); and comments 
submitted by the State to CMS in response to the CMS Request for Information on Opportunities 
for Alignment under Medicaid and Medicare (Godfrey, 2011); an updated version of the 
Minnesota MOU Workplan (DHS, 2014b); Minnesota’s Integrated Care System Partnership 
Summary (DHS, 2014a); revised county-level MSHO enrollment materials and plan information 
(DHS, 2015); and data and other materials shared by the State during the site visits. Finally, RTI 
used data submitted by Minnesota to the evaluation team through the State Data Reporting 
System. 

1.2 Demonstration Overview 
Minnesota was among 15 States that received a $1 million design contract in 2011 to 

support the development of a demonstration proposal to integrate care and financing for 
Medicare-Medicaid enrollees for submission to CMS. Minnesota initially developed and 
submitted a proposal to implement a capitated model demonstration. However, unlike many 
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States that are testing new delivery systems for integrating care for Medicare-Medicaid enrollees 
under the Financial Alignment Initiative, Minnesota had already developed a highly integrated 
delivery system through its MSHO program. Instead of pursuing a capitated model 
demonstration, Minnesota decided instead to work with CMS to “use its Minnesota Senior 
Health Options Program (MSHO) as a platform for a demonstration focusing on Medicare-
Medicaid alignments in the current Medicare Advantage and State Medicaid contracting 
structures” (MOU, 2013, p. 3). 

The demonstration MOU includes initiatives designed to integrate CMS and State 
oversight of the MSHO program; clarify and simplify enrollee information; expand available 
arrangements for supporting State payment and delivery reforms; and make program 
administration more efficient for CMS, the State, and plans. The demonstration does not 
fundamentally change benefits packages, choice of plans and providers for beneficiaries, or the 
way in which the MSHO plans contract with either the State or CMS. Nor does it change the 
prevailing enrollment process for MSHO or payment methodologies (MOU, 2013, pp. 1, 5). 

Instead, the demonstration (1) authorizes a set of administrative activities designed to 
better align Medicare and Medicaid policies and processes; and (2) formalizes certain informal 
agreements between CMS and Minnesota that have allowed flexibility for MSHO D-SNPs 
because of the program’s integrated nature.  

Minnesota, with its long history of administering a program that integrates Medicare and 
Medicaid benefits through D-SNPs and Medicaid managed care organizations, could probably 
identify valuable lessons for other States. One CMS official noted that Minnesota’s rich history 
has informed some of the decisions CMS made in the design of the Financial Alignment 
Initiative demonstration and in the development of integrated beneficiary materials. The 
demonstration’s alignment activities in areas such as coordinated network adequacy reviews, 
beneficiary experience surveys, integrated beneficiary materials, and consolidated quality 
improvement projects/performance improvement projects all hold promise for replication. In a 
letter to the CMS Administrator, the State Medicaid Directors Association said, “the 
Memorandum of Understanding between CMS and the state of Minnesota is a promising new 
development that we hope more states can build upon” (National Association of Medicaid 
Directors, 2013). 
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2. Context for the Minnesota Demonstration 
This section summarizes the Minnesota demonstration goals and factors that shaped the 

demonstration’s approach. It also discusses the Minnesota Senior Health Options (MSHO) 
program, which is the platform for carrying out the demonstration’s administrative alignment 
activities. 

2.1 Demonstration Goals  
CMS and Minnesota are pursuing these goals through the demonstration: to clarify and 

simplify information for beneficiaries and their families related to Medicare and Medicaid 
coverage, better align oversight of MSHO plans by the State and CMS, improve administrative 
efficiencies for the MSHO plans and government agencies that serve MSHO enrollees, and 
enhance integration of services for Medicare-Medicaid enrollees in new provider payment 
models (Memorandum of Understanding [MOU], 2013, p. 1). 

2.2 Factors That Shaped the Minnesota Approach 
Minnesota decided not to pursue a capitated model demonstration under the Financial 

Alignment Initiative after assessing its ability to generate savings. It secured actuarial expertise 
to analyze the bids its Special Needs Plans (SNPs) submitted to CMS for the 2012 contract year 
and determined that implementing a new capitated model with three-way contracts and capitated 
payment rates constructed using the Financial Alignment Initiative methodology would not be 
financially viable. After administering an integrated managed care program for 17 years, the 
State concluded that it had already largely achieved its potential for program savings. State 
officials reported that Minnesota has low Medicare Advantage average payment rates, low rates 
of health care utilization, a balanced long-term services and supports (LTSS) system, high 
medical loss ratios, the highest Medicare Advantage penetration rate in the country, and is 
already using Part C rebates generated through the SNP bidding process to buy down Part D 
premiums.  

Recognizing the stability of the MSHO program, the current demonstration focuses on 
administrative flexibility under MSHO. The State identified challenges it was facing in 
administering MSHO, primarily due to administrative misalignments between Medicare and 
Medicaid. Its detailed response to the CMS Request for Information on Opportunities for 
Alignment under Medicaid and Medicare (Godfrey, 2011) documents the challenges of 
managing a program that relies on integrating Medicare Dual Eligible Special Needs Program 
(D-SNP) and Medicaid managed care policy. According to State and MSHO plan officials, the 
factors that shaped the Minnesota approach to this demonstration included the following:  

• Need for a joint role with CMS in D-SNP communications and oversight. Although 
the State had been contracting with D-SNPs to coordinate Medicare and Medicaid 
benefits for the past 9 years, it had no established communication channel with CMS 
on D-SNP policy. It also did not have a vehicle for learning about and helping to 
resolve problems that individual D-SNPs might be having with a Medicare policy.  
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• Desire to preserve and enhance the integrated administrative and operational features 
of the MSHO program and reduce reliance on informal agreements with CMS on 
exceptions to Medicare D-SNP policy. As noted earlier, CMS and the State had 
negotiated informal agreements on program operations to overcome barriers to 
integration. Minnesota was concerned that these agreements could dissolve at any 
time, at which point the MSHO program’s entire structure could collapse.  

• Support for greater integrated D-SNP administrative efficiency and alignment. In the 
State’s comments to CMS on opportunities for alignment (Godfrey, 2011), it noted 
that the volume of new requirements (e.g., Part C and D reporting, structure and 
process requirements, quality measurement, Medicare Advantage bid process) for D-
SNPs has increased dramatically in the past several years. If the Medicare 
requirements become too burdensome, State officials noted, D-SNPs could lose their 
capacity to meet both Medicaid managed care requirements and State expectations for 
management of LTSS. 

• Authorization for D-SNPs to participate in State payment and delivery systems 
reforms. The State has developed Integrated Care System Partnerships to build new 
models for value-based purchasing, particularly for primary care. 

• Maintenance of a seamless beneficiary care experience by having processes that 
integrate complex business functions that are invisible to beneficiaries.  

2.3 Minnesota Senior Health Options  
The MSHO program is the platform through which the demonstration carries out its 

administrative Medicare-Medicaid alignment activities. Minnesota has included Medicare-
Medicaid beneficiaries in its managed care programs since the mid-1980s. The Prepaid Medical 
Assistance Program (PMAP) began operating under an 1115(a) demonstration in 1985 as a 
mandatory Medicaid managed care program. From the beginning, Medicare-Medicaid 
beneficiaries age 65 and older were one of the populations required to enroll. PMAP paid their 
Medicare cost-sharing and covered some Medicaid services such as prescription drugs, but did 
not cover Medicaid LTSS. In 1990, Minnesota began working on a managed care model to 
integrate Medicare and Medicaid with the goal of improving care for Medicare-Medicaid 
enrollees (Parker, 1997).  

Minnesota became the first State to receive approval from the Health Care Financing 
Administration, as CMS was known at the time, to operate a managed care program integrating 
Medicare and Medicaid under a Medicaid 1115(a) demonstration and a Medicare Section 222 
waiver. MSHO was implemented in February 1997 as a voluntary program for Medicare-
Medicaid beneficiaries aged 65 or older who would otherwise be required to enroll in a 
Medicaid-only managed care plan for their Medicaid benefits. The demonstration enabled 
MSHO to integrate Medicare and Medicaid services at the plan level, to operate a single 
enrollment process for Medicare and Medicaid, use combined Medicare and Medicaid rate 
structures, and integrate grievance procedures, quality assurance methods and oversight 
processes (Parker, 1997).  
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During the next decade, MSHO expanded from the Minneapolis-St. Paul metropolitan 
area, adding plans and enrollees. It expanded statewide in 2005. In 2006, the 1115/222 
demonstration ended and all nine plans participating in MSHO became D-SNPs, also operating 
as Medicaid managed care plans. The Medicare Modernization Act of 2003 allowed a one-time 
passive enrollment of Medicare-Medicaid beneficiaries who were already enrolled in Medicaid 
managed care into D-SNPs as part of implementation of the Medicare Part D drug benefit. This 
authority increased MSHO enrollment from 9,800 at the end of 2005 to 33,400 in January 2006 
(Tritz, 2006). MSHO enrollment grew to 36,000 by 2008 (Robert Wood Johnson Foundation, 
2009). Since that time MSHO enrollment has been relatively stable. 

In 2008, Minnesota established the Special Needs Basic Care Program, an integrated 
Medicare-Medicaid program serving people under age 65 with disabilities. Initially, seven D-
SNPs participated in the program. By 2015, five of the plans had withdrawn from Medicare 
Advantage, citing an inability to be financially viable due to Medicare payment rates.  

Today, MSHO plans are also designated by CMS as Fully Integrated Dual Eligible 
Special Needs Plans. They are among 37 SNPs that in 2015 met the criteria for designation. 
These plans have a high degree of Medicare and Medicaid integration, are under risk-based 
financing, contract with the State for management of LTSS, and coordinate delivery of Medicare 
and Medicaid acute and primary care (Verdier et al., 2015). 

MSHO continues to operate statewide as a voluntary Medicare-Medicaid managed care 
program for beneficiaries aged 65 or older. Minnesota requires Medicaid managed care 
enrollment for most Medicare-Medicaid enrollees, so MSHO provides an integrated alternative 
to Medicaid-only plans. Total MSHO enrollment, shown in Table 1, in June 2015 was 35,272 or 
72 percent of the full-benefit Medicare-Medicaid enrollees aged 65 or older enrolled in Medicaid 
managed care. MSHO enrollees receive all of their Medicare and Medicaid services from one 
plan with one membership card and one care coordinator.  

Table 1 
Minnesota Senior Health Options (MSHO) enrollment, September 13, 2013–June 31, 2015 

Enrollment status 
1st 

quarter 
2nd 

quarter 
3rd 

quarter 
4th 

quarter 
5th 

quarter 
6th 

quarter 
7th 

quarter 

Total enrolled in the demonstration 36,012 35,748 35,758 35,756 35,642 35,292 35,272 
Disenrolled during the quarter               

Voluntary disenrollment1 33 21 18 14 28 14 11 
Involuntary disenrollment2 2,707 1,977 1,691 1,592 1,827 1,809 1,703 

Newly enrolled during the quarter 1,753 1,635 1,795 1,639 1,790 1,921 1,888 

1 Beneficiaries who voluntarily disenrolled from MSHO during the quarter.  
2 Beneficiaries whose enrollment in MSHO ended involuntarily (e.g., died, moved out of area, lost Medicaid 
eligibility, were incarcerated) during the quarter. 
NOTE: MSHO is the platform through which the demonstration’s administrative alignment activities are conducted. 
These enrollment data are provided for context to illustrate the size of program enrollment.  

SOURCE: State-reported data to the State Data Reporting System. 
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MSHO plans operate under two separate contracts: (1) with CMS as D-SNPs, complying 
with Medicare Advantage and D-SNP requirements, and (2) with the State as Medicaid plans, 
complying with Medicaid managed care requirements in the MSHO contract (MOU, 2013). Each 
managed care organization that operates an MSHO plan also offers a Medicaid-only product 
under Minnesota Senior Care Plus (MSC+), the mandatory Medicaid managed care program that 
serves both Medicare-Medicaid and Medicaid-only enrollees. In contrast, Medicare-Medicaid 
Plans participating in capitated model demonstrations under the Financial Alignment Initiative 
enter into a single three-way contract between CMS, the State, and the plan.  

When the demonstration began, eight plans participated in MSHO, but in 2014, one small 
plan, Metropolitan Health Plan (MHP), declined to offer MSHO coverage for the 2015 plan year. 
MHP enrollees were offered the option of either choosing another MSHO plan or being enrolled 
into MSC+, the State’s non-integrated Medicaid managed care program.  

As of 2015, enrollment in MSHO was spread among seven nonprofit plans. More than 
three-quarters of MSHO enrollees (80 percent) are in the three largest plans, which each have 
more than 7,000 enrollees, according to State managed care enrollment reports (Minnesota 
Department of Human Services [DHS], 2015). MSHO plans provide all Medicare services, 
including Part D; and Medicaid services, including behavioral health services and home and 
community-based services (HCBS) under the Minnesota 1915(c) Elderly Waiver, plus the first 
180 days of nursing facility services.  

MSHO enrollees rely heavily on LTSS, with about a quarter (24.2 percent) using 
institutional services, and 45.1 percent using HCBS under the Elderly Waiver. An additional 
2.5 percent of the community population aged into MSHO and continue to use other fee-for-
service HCBS waivers that are not part of the MSHO capitation. The other 28.1 percent of 
MSHO enrollees live in the community and do not receive HCBS waiver services, but State 
officials said that many of them rely heavily on Medicaid State Plan Personal Care Attendant 
services (DHS, 2015). 
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3. Demonstration Alignment Activities 
The Minnesota demonstration authorizes a set of activities designed to achieve better 

alignment of Medicare and Medicaid policies and operating procedures. For each Medicare-
Medicaid alignment activity included in the demonstration, this section summarizes its 
description in the Memorandum of Understanding (MOU), provides background information on 
problems resulting from Medicare-Medicaid misalignment, and reports on its implementation 
status. 

This first Annual Report analyzes implementation of the Minnesota demonstration from 
its initiation on September 12, 2013, through the conclusion of the first demonstration year on 
December 31, 2014. In order to capture relevant qualitative information obtained at the 
conclusion of the demonstration year or immediately afterward, this report includes updated 
qualitative information through June 30, 2015.  

3.1 Joint Management of the Demonstration 
The Medicare-Medicaid administrative alignment demonstration established the CMS-

State joint Demonstration Management Team, consisting of CMS and Minnesota Department of 
Human Services (DHS) staff. The Demonstration Management Team addresses issues that would 
promote integration of Medicare and Medicaid in Minnesota Senior Health Options (MSHO), 
and helps to coordinate, rather than replace, existing oversight by CMS and the State (MOU, 
2013, pp. 9, 24–25). 

Background. State officials said that even though they have been contracting with Dual 
Eligible Special Needs Plans (D-SNPs) for 9 years to manage the MSHO program, before this 
demonstration they had no direct, routine communication with CMS on issues involving D-SNP 
operational policies and their interface with Medicaid policy. State officials cited multiple 
examples of having to use informal channels to identify CMS officials to communicate with on 
problems ranging from getting integrated member materials approved to failed MSHO plan 
network reviews. Before the demonstration, the State relied on plans as its primary source of 
information about new D-SNP policies and procedures and about problems any specific MSHO 
plan was having in complying with D-SNP rules, which created some confusion and challenges 
with implementing coordinated policies. 

State officials offered an example of how the previous lack of communication between 
the State and CMS on D-SNP policy had the potential to cause major program disruption. In 
2012, CMS disapproved seven of eight Medicare Improvements for Patients and Providers Act 
contracts between the State and MSHO plans without prior consultation with the State, even 
though the State collaborates with MSHO plans in submitting the contracts to CMS. The State 
learned of the decision from MSHO plans, not CMS. The contracts were reinstated once the 
State was able to clarify a particular provision.  

Status. Currently, the Demonstration Management Team consists of the State lead at 
CMS, a CMS Medicare Regional Office representative, and a State official, who meet every 
other week by phone. The meetings were initially held weekly, but the team agreed that meeting 
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biweekly would be more efficient. The CMS State lead arranges for other CMS staff to attend 
the meetings as needed.  

The State acknowledged that it took some time for CMS and the State to determine the 
scope of work for the Demonstration Management Team given that the demonstration’s goals 
involve administrative alignment, not implementation of a new financing model. The State and 
CMS decided that the Demonstration Management Team should focus on implementing the 
MOU and facilitating direct and responsive contact between the State and CMS to resolve any 
questions, issues, or barriers.  

State officials noted that establishing the Demonstration Management Team is the 
component of the administrative alignment demonstration that has had the most significant effect 
on the State’s ability to align Medicare and Medicaid policies. The Demonstration Management 
Team’s impact was immediate, according to State officials, who cited the opportunity to submit 
additions to the D-SNP Model of Care (MOC) matrix, described in Section 3.3, as an early 
accomplishment. The officials also said that through the Demonstration Management Team, they 
learned quickly about problems with an MSHO plan’s MOC submission, and the State was able 
to communicate directly with the Regional Office Demonstration Management Team member, 
who resolved the issue.  

State and plan officials said a formal communications channel between CMS and State 
officials has enabled the State to connect with the right people at CMS, get questions answered, 
and resolve issues faced by MSHO plans quickly and effectively. One example of this occurred 
when CMS was able to quickly intervene to resolve an issue with an MSHO plan’s Medicare 
Part C data report. The CMS-contracted reviewer reported that the plan’s data were invalid 
because the plan incorrectly reported a violation of failing to respond to a grievance within the 
State’s more stringent 10-day time frame, instead of Medicare’s longer 30-day time frame. CMS 
affirmed that the plan’s report was valid, averting an adverse finding. State officials said that the 
plan appreciated the value of having a timely means of engaging CMS through the 
Demonstration Management Team.  

State officials noted another concrete way in which the Demonstration Management 
Team was able to facilitate CMS-State collaboration on Medicare-Medicaid MSHO policy. In 
2014, after Metropolitan Health Plan (MHP) announced that it would terminate its participation 
in the MSHO program effective January 1, 2015, the Demonstration Management Team and the 
plans developed materials for MHP enrollees. The materials laid out beneficiary options for 
obtaining Medicare and Medicaid coverage once MHP ceased operations, and their rights under 
both programs. The State suggested that the beneficiary closeout materials might provide a 
model for CMS and States to use in similar circumstances for integrated programs for Medicare-
Medicaid enrollees. 

The State commented that having a CMS-designated liaison and Demonstration 
Management Team m member who understands its Medicare-Medicaid program and who 
facilitates and elevates contact with the right officials at CMS has been a real advantage 
established by the demonstration. The CMS Demonstration Management Team members often 
invite key officials to join a briefing call in order to “run the traps” internally to ensure that the 
State gets a timely CMS decision.  
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More generally, the State also views the Demonstration Management Team as a vehicle 
for addressing potential areas of misalignment not addressed by the MOU that may result from 
new SNP policies adopted during the course of the demonstration. Given their positive 
experiences to date, State officials suggested that States contracting with SNPs to manage 
integrated delivery systems would benefit from a Demonstration Management Team to improve 
communications and resolve areas of misalignment on an ongoing basis, regardless of their 
participation in a demonstration under the Financial Alignment Initiative.  

3.2 Network Adequacy 
The MOU states that under the demonstration, no fundamental changes will be made in 

the State or Medicare Advantage methodology for network adequacy standards. Instead, the 
MOU proposed that CMS or its contractor work with the State to conduct a new joint network 
review process for all MSHO plans. The review intends to “test new standards that apply to the 
existing Medicare Advantage methodology to the Medicare-Medicaid population in order to 
more accurately reflect where the Medicare-Medicaid population resides.” The State will have an 
opportunity to provide input on how local health care delivery system considerations should 
factor into provider network adequacy determinations, and to participate in review of MSHO 
plans’ network submissions (MOU, 2013, pp. 6, 20–21). 

Background. Both State and MSHO plan officials expressed concern about the existing 
Medicare Advantage provider network review process outside of the demonstration, citing the 
application of Medicare Advantage provider, time, and distance standards for rural areas; the 
geo-mapping used in reviews, which has failed to account for lakes, forests, and other 
geographic features that enter into the automated access measurement; out-of-date listings in the 
Medicare provider database that lead reviewers to insist on inclusion of certain providers when 
they are no longer practicing in the area; and the lack of certain types of specialists in some 
areas. Plans also cited local patterns of care as another factor that is not considered in some 
network reviews; in certain rural areas, residents choose to access care outside the plans’ service 
areas, even across the border in another State. Finally, State and plan officials said that the 
exception request process is burdensome for plans because of extensive documentation required 
to respond to each deficiency identified in the review.  

State and MSHO plan officials said that the existing Medicare Advantage network review 
process discourages plans from expanding their service areas, particularly to add rural counties, 
and State officials expressed concern about potentially losing an MSHO plan as a result of a 
technicality in the review process. Although Medicare Advantage plans can challenge a 
deficiency notice by submitting exception requests, there is a risk that a plan’s entire service area 
could fail if its exception requests are not accepted. One of the largest MSHO plans failed a 
review because of outdated and erroneous entries in the Medicare provider database, forcing it to 
appeal to the CMS Administrator. State officials noted that because they contract with MSHO 
plans to manage Medicaid services, the loss of a D-SNP would disrupt both the delivery of 
Medicare-covered services and the integration of Medicaid long-term services and supports 
(LTSS). 

Before the demonstration began, the State had no formal or informal role in Medicare 
network adequacy reviews of MSHO plans, even though it was contracting with the plans for 
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management of integrated Medicaid and Medicare benefits. MSHO plan officials indicated that 
establishing an explicit role for the State in reviewing their network submissions and providing 
input to CMS on local delivery systems considerations is, in their view, one of the 
demonstration’s most important provisions.  

In accordance with Medicaid managed care rules, the State is also required to conduct a 
review of the adequacy of MSHO’s Medicaid provider networks. The MOU calls for CMS and 
the State to conduct concurrent network reviews under the demonstration; however, CMS was 
unable to conduct the Medicare review in spring 2014 when the State’s 5-year procurement cycle 
required the State to proceed with its Medicaid network review (interviews with Minnesota DHS 
officials, April 2014). 

Status. Using the Medicare Advantage methodology, CMS developed standards unique 
to Medicare-Medicaid enrollees and sought input from the State on criteria for defining when a 
plan does not meet network adequacy standards (exceptions) and how a plan needs to respond. 
The CMS-developed network adequacy standards that are being tested have revised the Medicare 
Advantage criteria to apply standards based on the number of Medicare-Medicaid enrollees in an 
area rather than the number of Medicare beneficiaries. Plans are hoping to be able to submit a 
single statewide exception per provider type if needed, instead of having to submit separate 
exceptions for each provider type in each county. Plan representatives reported that CMS 
indicated that reducing exceptions would lessen administrative burden for its review, but there 
has been no final decision regarding revision of the standards at the time of the site visit. 

CMS and the State have initiated their work to implement CMS-State collaborative 
Medicare network adequacy reviews for MSHO plans beginning in 2015. Under the new 
process, plans will submit data to CMS for the first review. Plans are able to see the initial 
results, which are also shared with the State. These results identify the provider and or facility 
types passing or failing to meet the MSHO Medicare network standards. Then plans will be able 
to submit their exception requests including rationales for network adequacy. After the plans’ 
second submission, CMS and the State will review the plans’ responses together and make a 
final determination. Plans began testing their data submissions with two submissions in spring 
and summer 2015. Plans made their first full data submission in September 2015. 

The State believes that this careful review will result in a more efficient process with 
fewer exceptions needed. Plans reported that trial submissions of data worked well. One plan 
also believed that CMS’s new tool for network adequacy review is more robust than historic 
instruments, which should allow for a more nuanced review. 

3.3 Special Needs Plan Model of Care 
Each Medicare Advantage D-SNP is required to have a MOC describing the D-SNP’s 

population, approach to care coordination, network, and quality and performance measurement 
system. Under this administrative alignment demonstration, CMS provides the State with an 
opportunity to tailor the MOC elements to reflect MSHO requirements (MOU, 2013, p. 22). 

Background. The standard elements of the SNP MOC require plans to describe their 
approach to managing Medicare services. The elements do not include any functions that 
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integrate Medicaid services, and, for example, lack any reference to coordination of Medicaid-
managed LTSS. MSHO plans have been incorporating their roles in conducting enrollee needs 
assessments for LTSS, coordinating LTSS, and developing integrated care plans into their MOC 
submissions. State officials said that all MSHO plans received good reviews and achieved the 
maximum 3-year approvals for their MOC submissions before the demonstration. Nevertheless, 
State officials noted that they wanted the MOCs of the State’s MSHO plans to legitimize 
integrated operations, particularly integrated assessments and coordination of LTSS.  

This objective was intensified by CMS audits of MSHO plans’ MOCs in 2012 and 2013. 
According to State and plan officials, the audit was not based on the plans’ actual MOCs but 
rather used a standard D-SNP protocol that did not reflect the MSHO plans’ integrated functions. 
The auditors raised issues about the appropriateness of some of the MSHO plans’ integrated 
assessments and care coordination practices, specifically, the less-medical aspects related to 
LTSS. State and plan officials hope that by incorporating LTSS-related elements into the MSHO 
MOC, similar problems can be avoided in the future.  

Status. After the demonstration MOU was approved, State officials worked though the 
Demonstration Management Team and quickly submitted language to CMS related to integrated 
functions for managing LTSS for inclusion in the existing MOC elements. CMS agreed to the 
State’s language. MSHO plans used the revised MOC framework to prepare their 2015 MOC 
submissions. The State reviewed MSHO plans’ MOC submissions, approved their elements, and 
submitted comments to CMS on the new items. State officials met with the plans to discuss their 
models of care, identify potential disconnects between Medicare and Medicaid requirements, and 
discuss any best practices in use by MSHO plans to inform future comments to CMS, if needed. 
At the time of the second site visit, the plans’ MOCs had not yet been audited, so plans could not 
report on the impact of the amended MOCs. 

3.4 Beneficiary Materials 
The administrative alignment demonstration allows MSHO plans to adopt more 

simplified member materials that better integrate information about Medicare and Medicaid 
benefits and processes. MSHO plans are required to use integrated materials developed for the 
capitated model demonstrations under the Financial Alignment Initiative or adapt them with 
CMS and State approval. The State convenes its MSHO Plan Member Materials Workgroup to 
adapt the model materials. Whether they use model materials or adapted versions, MSHO plans 
are submitting their materials through the CMS Health Plan Management System (HPMS) 
Marketing Module, for review by the CMS Regional Office. CMS provided the State with access 
to the HPMS for a concurrent review of MSHO plan materials by CMS and the State (MOU, 
2013, pp. 22–24).  

Background. Minnesota has long used a collaborative process using an MSHO Plan 
Member Materials Workgroup composed of State and plan staff to develop and adapt integrated 
beneficiary materials. This process became more formal after the State’s prior demonstration 
ended and MSHO plans became D-SNPs. The plans wrote a formal charter for the Workgroup to 
demonstrate to CMS that they were meeting the D-SNP requirement for working with the State 
on developing member materials. These materials included Statement of Benefits, Evidence of 
Coverage, provider directories, and notices. However, because these materials had to be 
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developed according to D-SNP standards that were primarily intended to present information 
about Medicare services, incorporating information about Medicaid services was at times 
difficult.  

For example, there were areas where the recommended materials did not accurately 
represent State Medicaid policy and differed in small but important ways from Medicare rules. 
For example, Medicare D-SNP policies on beneficiary copayments and balance billing are 
slightly different from State Medicaid rules on the same topics.  

State and plan officials reported that before the demonstration, the MSHO Plan Member 
Materials Workgroup made incremental progress each year in developing materials that were 
more integrated and written more clearly. The collaboratively developed beneficiary materials 
were submitted by all MSHO plans to their distinct CMS Regional Office reviewers, who each 
made revisions to the materials submitted by individual D-SNP plans. Thus, the statewide 
consistency reflected in the submitted documents was sometimes lost in the Regional Office 
review process.  

State officials said that their collaborative process, undertaken annually during the decade 
before the demonstration, resulted in the development of materials that reflected an integrated set 
of Medicare and Medicaid benefits to the extent possible under Medicare requirements. The 
MSHO Plan Member Materials Workgroup also developed a set of integrated beneficiary 
materials it intended to use if the State implemented a capitated model demonstration under the 
Financial Alignment Initiative. The State did not pursue a capitated model demonstration and 
therefore was unable to use the new integrated materials it had developed. However, with the 
adoption of the MOU for the Minnesota demonstration, the State is now able to use those 
materials, which a CMS official noted had been substantially incorporated into the prototype 
beneficiary materials that demonstrations are using under the Financial Alignment Initiative. 

Status. State officials said their primary priority in working with CMS and plans to 
further integrate beneficiary materials is to ensure that official materials accurately represent 
MSHO policy and present a clear description to beneficiaries. State officials believe that 
partnering with CMS in developing the MOU for this demonstration facilitated CMS approval of 
revised, MSHO-specific materials in 2013, including an integrated summary of benefits and a 
simplified drug list summarizing Part D and Medicaid drug benefits available through MSHO 
plans. Those materials were used in 2014.  

In 2014, the MSHO Plan Member Materials Workgroup met biweekly to develop 
materials for use in 2015. These included an annual notice of change summarizing major 
changes in plans’ benefits compared with the previous year; a combined provider and pharmacy 
directory listing participating Medicare and Medicaid providers; and a member handbook 
describing the integrated benefits, to replace the Evidence of Coverage. In addition to working 
with the capitated model Financial Alignment Initiative materials, the Workgroup reviewed 
materials adapted by other States’ demonstrations to identify any revisions Minnesota might 
want to adopt (interviews with Minnesota DHS officials, April 2014).  

In 2015, State officials reported that CMS was quick to update Minnesota model 
materials with new CMS information and share the materials with the State as a starting point for 
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development of joint materials. The State and CMS worked together to craft model materials that 
fit their respective expectations, then shared the materials with the MSHO Plan Member 
Materials Workgroup to get plan input. Rather than having to convene through conference calls 
as they had in 2014, the State, CMS, and plans were able to use the CMS HPMS to concurrently 
review beneficiary materials on a web-based platform. This process enabled real-time editing of 
documents by all parties, making the revision process more efficient.  

According to plan officials, the concurrent involvement of CMS in this process rather 
than waiting until the State/plan workgroup has completed its submission of materials to CMS is 
an improvement that resolves differences among the participants and facilitates a streamlined 
review of draft model documents. Plan officials also said they thought the process helped 
provide a consistent message about the MSHO program statewide to beneficiaries, their 
caregivers or support systems, and the county workers who support beneficiaries in MSHO 
enrollment.  

From this common base of beneficiary MSHO materials, plans add plan-specific 
information such as the plan logo, contact information, and supplemental benefits, and submit 
the materials for CMS review. Because CMS is involved with materials development, and all 
MSHO plans are submitting identical beneficiary materials, any CMS suggestions for revisions 
apply uniformly to all plans’ materials; therefore, a consistent message about the MSHO 
program is provided statewide.  

3.5 Provider Purchasing Agreements  
The demonstration allows MSHO plans to integrate Medicare and Medicaid primary care 

payments to certified Health Care Homes (HCHs), Minnesota’s term for medical homes. The 
demonstration also authorizes adoption of Integrated Care System Partnerships (ICSPs), which 
are purchasing agreement subcontracts between MSHO plans and providers. The goals of the 
purchasing agreement are to pay for outcomes, incentivize quality care at a lower cost, and 
reward high-performing providers. ICSP subcontracts differ based on the population served, 
geographic area, care coordination models, performance measures, and financial incentives. 
Under the ICSP program, MSHO plans have great flexibility to design subcontracts to meet their 
goals for care and payment. State officials implemented these subcontracts to align MSHO plan 
payment practices with the State’s other statewide Medicaid reform efforts to improve 
performance of primary care and care coordination using value-based payment strategies (Parker, 
2013a). Each MSHO plan is required to submit ICSPs to the State for review (MOU, 2013, 
pp. 5–6, 22).  

Background. State officials said that inclusion of the purchasing agreements in the 
demonstration is important to the MSHO program in two ways. First, it authorizes integration of 
Medicare and Medicaid primary care payments to HCHs. Second, it enables the State to require 
all MSHO plans to develop at least one ICSP under the demonstration. State officials said that 
although some MSHO plans and providers have long been innovators in payment and delivery 
reform, other plans have been hesitant. Establishing the use of ICSP purchasing agreements 
enables the MSHO program to actively participate in payment and delivery reform, a State 
priority, according to State officials.  
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Status. Implementation of the purchasing provisions began in fall 2013, when the 
requirement to establish at least one ICSP was incorporated into the MSHO plans’ 2014 
Medicaid contracts. In January 2014, the State reported that plans were implementing 35 initial 
ICSPs. For the 2015 plan year, 19 new ICSPs were established, bringing the total to 54 
operational ICSP subcontracts.  

MSHO plans report annually to the State using a standard template that tracks which 
payment models, performance measures, and outcomes plans have accomplished and queries 
about plans’ next steps to increase impact of each ICSP. The State has received two reports so 
far, but data on impact have been limited because plans do not yet have outcome data to share. 
State officials said they were hopeful that plan data submitted in late 2015 and 2016 will shed 
greater light on ICSPs’ impact on outcomes and care. 

MSHO plans may choose from four different payment model types for their ICSP 
subcontracts:  

1. performance rewards including performance pool or pay for performance;  

2. primary care coordination of care payment, subcapitation of a limited set of services, 
or other care coordination with ICSP;  

3. subcapitation for total cost of care across multiple services including primary, acute, 
and long-term care; or  

4. alternative payment models, which are mostly of two types: an upfront per member 
per month care management payment with a potential total cost of care gain share, or 
a bonus payment linked to quality measures (interview with Minnesota DHS officials, 
July 2015). 

Based on data shared by Minnesota DHS officials on MSHO plans’ 2015 ICSP 
subcontracts, it appears that most plans’ subcontracts are either following Type 1, the 
performance rewards model, or Type 4, an alternative payment model. Remaining subcontracts 
are nearly evenly split between Type 2, the primary care coordination model, and Type 3, the 
subcapitation model.  

MSHO plans may also select from a list of roughly 25 performance measures to use to 
incentivize improved outcomes for beneficiaries under their ICSP contracts (DHS, 2013). Based 
on data shared by Minnesota DHS officials on MSHO plans’ 2015 ICSP subcontracts, most 
MSHO plans are implementing from 2 to 5 performance measures with each ICSP provider 
subcontract. Plans vary significantly in the performance measures they are targeting for impact, 
and very few measures are being implemented across all ICSP contracts. Examples of 
performance measures with the greatest number of participating providers include reducing all-
cause readmissions (6 providers), reconciling medications at discharge (5 providers), tracking 
high-risk medications (4 providers), reducing falls with injuries (4 providers), and monitoring 
physician orders for life-sustaining treatment rates (4 providers) (interview with Minnesota DHS 
officials, July 2015). 
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State officials said that one of their primary goals in implementing ICSPs was to promote 
system-wide adoption of value-based purchasing strategies by plans and to identify more clearly 
MSHO plans’ use of value-based purchasing arrangements with providers. State officials said 
they have offered plans flexibility in which measures to choose and how to pay providers, and 
they were hoping that this approach would produce the greatest synergy between the level of 
sophistication of the provider and the complexity of the payment incentives chosen.  

At the time of the 2015 site visit, State officials said they believed that implementing 
ICSPs had been a valuable exercise in considering new payment models, and they were 
beginning to think about possible improvements for 2016. One issue they are considering is the 
best way to avoid duplicate payments to providers who may have ICSP contracts with several 
MSHO plans. They are also thinking about possibly expanding from primary care providers to 
include LTSS providers. State officials acknowledged that they may need to do more training 
and modeling with providers on value-based purchasing, in general, to have a greater impact. 

MSHO plan representatives were positive about their experience with ICSP provider 
purchasing arrangements so far. Representatives of two plans expressed that the initiative was 
helping them transition to more of a value-based purchasing approach and that providers were 
willingly participating.  

One plan reported that it was trying to implement similar quality indicators for all ICSP 
contracts, explaining that it “goes back to people sitting in a boat with the oars. If you are all 
working towards the same things you have a much greater likelihood of moving forward.” That 
plan had started smaller, and then expanded the number of its ICSP contracts. This plan reported 
early positive results, saying that preliminary data showed improved outcomes and lower costs. 
The plan official said that the plan wants to prove success before expanding beyond clinics and 
primary care, but would like to eventually have all providers using the same quality indicators.  

Another plan reported that it liked being able to pick the measures it wanted to use and to 
show the quality indicator reporting to providers and document the quality of care being 
provided. This plan also said that it appreciated the interactive approach the State took and the 
degree of flexibility allowed to plans. One thing it hoped would improve was the level of detail 
and frequency of reporting, saying that requiring semi-annual reporting so early during 
implementation was not helpful, and the plan hopes that the State will move to annual reporting 
in 2016. 

3.6 Grievances and Appeals 
The State is using an integrated and simplified model notice of denial and explanation of 

appeal rights developed by CMS for use by all integrated D-SNP plans. The 60-day time frame 
available to beneficiaries for filing Medicare appeals has been extended to 90 days under the 
demonstration to align with the State Medicaid time frame and to provide more flexibility for 
enrollees (MOU, 2013, pp. 7–8).  

Background. State officials said that when they encountered differences in Medicare and 
Medicaid time frames for grievances and appeals, their rule of thumb was to advocate for policy 
that supports the time frame more beneficial for enrollees, who benefit from more time to appeal. 
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For many years, Minnesota has been operating an integrated grievance and appeals system, as 
described in Section 4.2.  

Status. During the demonstration’s first quarter, the State implemented the 90-day time 
frame for Medicare appeals to align with Medicaid policy, as permitted under the MOU. This 
time frame will change to a 60-day time frame for beneficiaries to file both Medicare and 
Medicaid appeals when the proposed Federal regulations governing Medicaid managed care 
policy, issued on June 1, 2015, are adopted. They would shorten the Medicaid time frame to 
60 days.3  

The State also adapted and implemented the CMS integrated denial and appeal notice. 
State officials said that they worked with MSHO plans and the State Managed Care Ombudsman 
to incorporate State-specific language. State staff are monitoring versions of the notice 
developed by demonstrations under the Financial Alignment Initiative to identify any 
improvements that Minnesota might adopt. State officials are also monitoring any needed 
changes to the denial and appeals notice due to changes in MSHO policy on an ongoing basis. 
For example, in 2015, the State proposed to CMS changes to the model notice to include 
revisions in State policy on the definition of nursing facility level of care. State officials said the 
process for making such changes would have been more difficult before the demonstration. 

3.7 Quality Measurement 
Under the demonstration, MSHO plans continue to report quality measures and data, 

including Healthcare Effectiveness Data and Information Set (HEDIS), Consumer Assessment of 
Healthcare Providers and Systems (CAHPS), and Health Outcomes Survey (HOS) data, as 
required by their Medicare and Medicaid contracts, and plans continue to participate in the 
Medicare Advantage Star Ratings system.  

State and plan officials expressed concern about duplication and overlap in long-standing 
measurement requirements that apply to MSHO plans, such as Medicare and Medicaid CAHPS 
and HEDIS measures, other Medicare Advantage and D-SNP measures, and Medicaid managed 
care and LTSS measures. They also want to develop new measures that would be more 
appropriate for enrollees of integrated plans. Among the initiatives included in the MOU are the 
following: 

3.7.1.  Star Ratings 

The MOU states that the State, CMS, and MSHO plans will collaborate to develop and 
test integrated care measures that could potentially be incorporated into a Medicare Advantage 
StarRatings model. During testing and development, MSHO plans would continue to use the 
existing Star Ratings system (MOU, 2013, pp. 25–26).  

Background. State and plan officials noted that Medicare Advantage Star Ratings are 
important to MSHO plans given that the ratings are linked to Medicare bonus payments. The 
financial health of MSHO plans is a constant source of concern to State officials, in part because 

3 The Medicaid Managed Care Regulations were finalized April 25, 2016. 



Annual Report: Minnesota Demonstration to Align Administrative Functions 

19 

Minnesota has lost most of its D-SNPs serving the under age 65 disability population as a result 
of financial issues.  

One factor driving State interest in developing and testing a new Star Rating system 
designed specifically for integrated programs is differences in the population characteristics of 
enrollees in integrated SNP plans versus those in other types of Medicare Advantage plans. State 
and plan officials believe MSHO plans should be compared with other D-SNPs instead of all 
other Medicare Advantage plans, and some measures should be adjusted for enrollee 
characteristics such as age, LTSS needs, and social and economic status. 

Status. Demonstration work on this joint CMS-State initiative has not progressed. 

3.7.2  Consumer Assessment of Healthcare Providers and Systems 

CMS and the State will collaborate on administering a single CAHPS survey that meets 
State and Federal requirements, rather than conducting two surveys for the same population. The 
MOU says that the State is permitted to add questions to the Federal survey, and CMS will share 
individual-level data from the survey with the State (MOU, 2013, p. 26).  

Background. Currently, the State Medicaid CAHPS and the health plans’ Medicare 
Advantage CAHPS surveys are conducted separately and may sample the same enrollees. State 
officials say this overlap creates confusion and reduces response rates to the second survey that 
is fielded, because enrollees often believe they have already responded. To reduce duplication 
and survey burden on enrollees, State officials agreed to give up their Medicaid CAHPS survey 
and defer to CMS if they can secure a data-sharing agreement for the State to obtain individual-
level data that will enable the State to continue to conduct longitudinal evaluation and analysis.  

Status. State and Federal officials have been working to effectuate a jointly administered 
CAHPS survey, but they initially experienced some barriers to integration. They were unable to 
administer jointly in 2015 because CMS was fielding the Nationwide Adult Medicaid survey, the 
first-ever nationwide survey of Medicaid beneficiaries on access and experiences of care across 
delivery systems. State officials reported during the July 2015 RTI site visit that they were 
hoping to implement joint administration of CAHPS in 2016, and it was indeed conducted that 
year.  

Over the past year, State and CMS officials have been negotiating over the questions to 
include in a jointly administered CAHPS survey. The State said it would be willing to use the 
Federal version with the addition of six State-specific questions. CMS and the State are also 
negotiating the scope of data sharing: CMS initially wanted to limit sharing to aggregate data, 
whereas the State wants to receive from CMS plan-specific data to match up age, gender, and 
risk-adjustment factors for each plan and to continue its longitudinal evaluation. Additional areas 
of difference include the number of languages in which the survey will be conducted: Minnesota 
State law requires that any written document including surveys contain a language block and 
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oversampling of racial and ethnic minorities. Despite these differences, the State is hopeful that 
an integrated survey will launch in 2016.4 

Plan representatives were involved in the efforts to integrate the CAHPS surveys through 
a DHS-formed stakeholder group, which met frequently and worked collaboratively. Plan 
representatives said they hope that combining the surveys will minimize redundancy and 
improve response rates by members. Representatives of one plan commented that an outstanding 
issue for them is how the data will be analyzed once they are collected and whether the State or 
CMS will prevail on whether there can be plan-level analysis.  

3.7.3 Health Outcomes Survey (HOS) 

CMS currently administers the HOS to Medicare Advantage enrollees in English and 
Spanish. If funding is available, additional languages used by the MSHO population will be 
added (MOU, 2013, p. 26).  

Background. State officials said language access for the HOS has been a source of 
concern since the survey was first fielded in the 1990s because the additional languages used by 
CMS do not reflect the ethnicity of MSHO enrollees. They were pleased that the MOU included 
a provision that CMS would administer to MSHO enrollees in additional languages. After 
consulting with MSHO plans and analyzing demographic data, State officials recommended to 
CMS that Somali and Russian be secondary languages for Minnesota. Although MSHO has a 
large Hmong population, it was determined that the written language is not widely used, so 
translating to Hmong is not a priority.  

Status. The State and CMS are continuing to discuss implementation of this change. 
CMS requested that the State begin with only one additional language for translation, and the 
State reported back to CMS in March 2014 that it prefers to start with Somali. The State 
explained during the site visit in 2015 that it believes that many more Russian-speaking enrollees 
either read English or have English-speaking friends or family to assist them. CMS is 
determining the timeline for implementation of the HOS in secondary languages (DHS, 2014b). 

3.7.4  New Quality Measures 

The MOU states that CMS will work with the State to identify ways to measure the 
extent to which plans are able to facilitate integration of enrollees into community life. The 
MOU also says that CMS and the State will collaborate to refine quality measures as needed 
(MOU, 2013, p. 27). 

Status. State officials indicated that the Demonstration Management Team had not yet 
discussed a timetable for developing new quality measures, but as noted previously in the 
discussion of Star Ratings, CMS appears to be using other vehicles to address these issues.  

4 The joint CAHPS survey was administered in 2016. 
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3.8 Performance Improvement 
The demonstration calls for creating mechanisms for reducing overlapping or duplicative 

reporting required through quality improvement projects (QIPs), which are a Medicare 
Advantage requirement, and performance improvement projects (PIPs), which are a Federal 
Medicaid managed care requirement.  

Background. MSHO plans, like all integrated SNPs, are required to undertake two sets 
of performance improvement projects: one to meet Medicare requirements, another to meet 
Medicaid requirements. Each type of PIP has its own format and timeline for submission.  

Status. In anticipation of CMS approval of the Minnesota demonstration, the State 
adopted language in its 2014 contracts with MSHO plans permitting them to use Medicare QIPs 
to meet the Medicaid PIP requirement. This alignment of QIPs and PIPs includes using the same 
measurement standards, reporting timelines, and templates. As part of this demonstration 
agreement, CMS permits the State to have input on topics selected for QIPs. State officials noted 
their interest in topics that will address performance issues relevant to both the Medicare and 
Medicaid programs as well as broader State health policy priorities. QIPs have a 3-year duration. 
The next QIPs will be adopted in January 2016. 

An MSHO plan official said that plans are grateful for the alignment between Medicare 
and Medicaid on performance improvement and the opportunity to work collaboratively with 
other health plans on the same QIP topics. Another plan official commented that it was nice to 
have the PIP and QIP work aligned because it “eliminated a lot of duplication of efforts and 
really allows us to focus on the project in a different way.” That plan also mentioned that its 
current QIP on improving care transitions targeted reductions in 30-day readmissions and 
training for care coordinators on best practices to facilitate transitions.  

3.9 Medicare Bid Process  
Maintaining zero premiums for Medicare-Medicaid enrollees is critical for the viability 

of MSHO plans. The lower a plan’s Medicare Advantage bid, the more likely it is to have no 
premiums for enrollees the following year. Under the demonstration, a new provision will help 
MSHO plans maintain zero premiums for enrollees. In situations where strict adherence to the 
Medicare Advantage bid margin requirements (the minimum levels for projected gains or 
maximum levels for projected losses in a plan’s bid) would result in a premium for enrollees, and 
where margins have a minimum of zero, an MSHO plan can use an aggregate bid margin that is 
either (1) no greater than 1.5 percent above the plan’s margin for non-Medicare health insurance, 
or (2) less than or equal to the margin for the Medicaid portion of its MSHO rate. Other 
Medicare Advantage bid requirements remain in effect, and MSHO plans are not guaranteed a 
zero premium (MOU, 2013, pp. 17–18). 

Background. As is the case with many of the demonstration’s agreements, State officials 
noted that this provision is intended to protect the continued existence of the integrated MSHO 
program. It also helps ensure that low income enrollees are not charged premiums. A 
representative from one of the MSHO plans said that in recent years it has just barely been able 
to maintain a zero premium bid. Five of the State’s seven D-SNPs that participated in the State’s 



Annual Report: Minnesota Demonstration to Align Administrative Functions 

22 

former managed care program for adults under the age of 65 with disabilities stopped offering a 
Medicare product over the past several years when their recent bids generated enrollee 
premiums. Medicare-Medicaid enrollees were unable pay premiums. This program, the Special 
Needs Basic Care program, is comparable to MSHO but serves a different population. As of 
June, 2015 it has only 832 enrollees, State officials noted that the Medicare Advantage bidding 
margins rules that are designed to prevent unfair competition among large Medicare Advantage 
plans can create problems for MSHO plans, especially for small, county-based plans serving 
rural areas.  

Status. This provision was effective for 2015 bid submissions. It was not triggered by 
any MSHO plan’s 2015 bid submission. 
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4. Existing Integrated Functions Formalized by  
the Demonstration 

In addition to the new Medicare-Medicaid administrative alignment activities authorized 
by the demonstration, the Memorandum of Understanding (MOU) also formalizes continuation 
of certain integration functions conducted before the demonstration by the State and Minnesota 
Senior Health Option (MSHO) Special Needs Plans (SNPs). As the MOU notes, “In some 
instances existing arrangement between CMS and the State of Minnesota have allowed flexibility 
for MSHO SNPs because of the integrated nature of the program. However, many of these 
flexibilities have been developed through informal agreements. The parameters of the 
demonstration, as outlined in the MOU and appendices set forth the policies by which CMS and 
the State will operate for the life of the Demonstration” (MOU, 2013, p. 19). 

State officials view this aspect of the demonstration as being as significant as, if not more 
than, the new administrative alignment activities. Together, prior to the demonstration, CMS and 
the State have developed administrative procedures that overcome some of the barriers to 
integrating Medicare SNP policies with Medicaid managed care policies. State officials spoke 
extensively about their fears that without this demonstration, these agreements, which they view 
as essential to making integration in their program work, could be overturned by new CMS staff 
unfamiliar with their effect or by a change in SNP policy that would no longer permit these 
flexibilities. These informal agreements cover a range of integration functions, and this section 
highlights three of them: integrated enrollment systems, integrated grievance and appeals 
systems, and integrated claims adjudication.  

4.1 Integrated Enrollment Systems  
To achieve concurrent beneficiary enrollment into MSHO for Medicare and Medicaid 

benefits, all but one of the State’s MSHO plans contract with the State to serve as their third-
party administrator for enrollment of beneficiaries into their plans. As State officials described, 
through a series of complex functions that are invisible to enrollees, State staff are able to access 
enrollment files for both the Medicare and Medicaid programs and achieve simultaneous and 
aligned plan enrollment for beneficiaries with identical enrollment effective dates for both sets of 
program benefits.  

The demonstration MOU formalizes a previous informal agreement between the State 
and CMS that exempts MSHO plans from the SNP requirement that beneficiary enrollment 
requests be submitted to CMS within 7 days of verification of Medicare eligibility. This 
exemption allows time for completion of a beneficiary’s eligibility determination for Medicaid, 
enabling a beneficiary to be simultaneously enrolled in MSHO for both Medicare and Medicaid 
benefits. The State is also permitted to continue the use of enrollment subsets to limit MSHO 
enrollment to Medicare-Medicaid enrollees who meet the State’s eligibility criteria for 
enrollment in Medicaid managed care. 

4.2 Integrated Grievance and Appeals System 
As the MOU indicates, before the demonstration, the State and CMS had already 

collaborated to integrate elements of the Medicare and Medicaid appeals process in MSHO. The 
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demonstration makes no changes to this long-standing process, jointly developed by CMS and 
the State. Enrollees are provided multiple avenues for filing an appeal: to the plan, to the State 
Department of Health, the Department of Human Services, or directly to the State Fair Hearings 
process (Proposal, 2012, p. 27). Regardless of the appeal path chosen by an enrollee, each of 
these vehicles reviews individual appeals that could relate to Medicare and Medicaid coverage.  

State officials view their integrated appeals process as grounded in an integrated process 
for coverage decisions that takes into account instances where either Medicare or Medicaid 
might cover a benefit when the other program will not. Thus, plan notices to beneficiaries of 
service denials, terminations, and reductions are streamlined when coverage by each program is 
considered simultaneously.  

State officials reported that sustaining their integrated grievance and appeal system was 
one of their top priorities in their decision to participate in the demonstration. Officials said they 
believed that grievances and appeal integration is at the heart of successful payment integration, 
because it contributes to a more seamless approach to communication with beneficiaries about 
coverage decisions. Making sure that beneficiaries know that a benefit is covered, regardless of 
whether it is primarily financed by Medicare or Medicaid, is core to a well-functioning system 
and reduces the need for unnecessary appeals. As one official said, “You shouldn’t be clogging 
up your system with appeals that don’t make any sense, addressing benefits that have already 
been covered.” Having a clear, well-aligned grievance process is central to effectuating that goal.  

However, one area State officials discovered was not as well aligned under the MOU 
language was the grievance process. Although the MOU clearly addresses the requirement for 
integration of appeals, language regarding grievances was less specific. During implementation, 
State officials asked and received permission from CMS to allow for more explicit integration. 
One issue the State flagged is that the time frames within which plans acknowledge a grievance 
differ for Medicare and Medicaid: Medicare allows plans 30 days, whereas Medicaid requires 
action within 10 days. This difference created a data validation issue for one plan, as discussed in 
Section 3.1.  

In addition to the grievances and appeals process, the State’s Managed Care Ombudsman 
receives beneficiary complaints, attempts to resolve them, and for broader tracking of systems 
quality issues, prepares detailed monthly complaint reports for State MSHO staff. Also, as noted 
in Section 3.6, under the demonstration the State has adopted a new integrated beneficiary 
appeals notice and has been able to align the time period available to a beneficiary to file a 
Medicare grievance with the longer time available for filing a Medicaid grievance.  

4.3 Integrated Claims Adjudication 
The MOU notes that consistent with current practice, MSHO Dual Eligible Special Needs 

Plans (D-SNPs) can permit providers to bill the D-SNPs for Medicare and Medicaid services 
delivered without differentiating Medicare services from Medicaid services. Using an integrated 
adjudicated claims process, the MSHO plans determine whether the expenditure is allocated to 
Medicaid or Medicare. Under the demonstration, CMS has committed to drafting clear guidance 
to auditors that integration of Medicare and Medicaid claims adjudication is allowed. 
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5. Demonstration Planning and Implementation Support
Two significant sources of Federal financial support were made available to Minnesota to

design and implement the demonstration: (1) a contract with CMS to support the development of 
a proposal for State Demonstrations to Integrate Care for Dual Eligible Individuals (SDIC), and 
(2) an Implementation Support Award.

5.1 CMS Financial Support 
Minnesota was among the 15 States that received a $1 million design contract to support 

the development of a demonstration proposal for submission to CMS under the SDIC. Minnesota 
used those funds primarily to support extensive stakeholder engagement activities, to contract for 
actuarial expertise to review the Minnesota Senior Health Options (MSHO) Dual Eligible 
Special Needs Plan (D-SNP) bids to assess the financial viability of developing a capitated 
model demonstration under the Financial Alignment Initiative, to contract for the development of 
an integrated Medicare-Medicaid enrollee claims database, and to support salary costs of two 
State staff members.  

CMS also made funding available to support demonstration implementation for the States 
that received demonstration design contracts and had finalized Memoranda of Understanding 
(MOUs) in place. Minnesota received a $1.6 million, 2-year award. These funds are being used 
to invest in new information technology systems to support additional analysis of data on the 
State’s Medicare-Medicaid enrollees, continue stakeholder engagement activities, conduct 
actuarial analyses of MSHO data on utilization, costs, and performance, and perform dedicated 
outreach to culturally specific communities. The contract also provides funding to employ 
several demonstration staff.  

State officials reported during the July 2015 site visit that implementation support funds 
are allowing the State to make significant progress in each of the identified project areas. Details 
on the scope of work and impact in these areas, as identified by State officials, are discussed 
below. 

5.1.1  Integrated Medicare and Medicaid Database and Reporting 
The Minnesota Integrated Medicare and Medicaid Database and Reporting initiative has 

been a major State project. Although the State initially started by working through an external 
vendor to manage data, the State decided in 2014 to instead use grant funds to migrate data to a 
State-run data warehouse to allow the State greater flexibility in using the data and to lower costs 
associated with data use. This change also enables the State to use the data to support research 
that will provide a more comprehensive understanding of Medicare-Medicaid enrollees and their 
needs. Such research could also be useful for other Minnesota State programs that provide 
services or programs for this population.  

State officials informed CMS in late 2014 of their intent to migrate the Integrated 
Medicare and Medicaid Database and Reporting initiative to the State data warehouse. At that 
time, CMS told the State about a related CMS-sponsored Medicare-Medicaid Data Integration 
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(MMDI) project, under which the State, along with several other States, could receive technical
assistance and resources provided by CMS contractors. The State opted to participate and
reported that this additional support has been very valuable to its data initiative. To initiate the
Integrated Medicare and Medicaid Database and Reporting initiative, the State created a data
management plan and security procedures, received CMS approval, and began importing data
into the State warehouse.

Data accessed by the State include data from the Chronic Conditions Warehouse, 
Medicare Parts A and B data, minimum data set, master beneficiary summary files with links to 
historic data, and Part D data (which were being finalized in July 2015). The State’s next step 
will be to obtain the Coordination of Benefits Agreement (COBA) data feed from the CMS 
vendor. State officials said their goal is to import a broad scope of data and integrate them with 
their own Medicaid data to analyze per-person Medicare expenditures and utilization to better 
understand MSHO beneficiary experience and the program’s impact.  

Implementing this component of the State’s work has involved a number of unexpected 
challenges. State officials reported that getting data use agreements in place, particularly the 
COBA feed agreement, has taken more time than expected. They also reported some challenges 
with restrictions on data sharing among various CMS offices. Hiring and retaining qualified 
information technology staff has presented another challenge both because it is hard to find and 
train talented staff with the right skills and because it is hard for the State to compete with higher 
salaries for comparable work in the private sector.  

State officials reported they are already seeing significant benefits from their work in 
creating an integrated Medicare-Medicaid database. They said that by bringing the work in-
house and not having to pay the more expensive vendor for comparable work, they have already 
saved $50,000 in the first year. State officials said they are hoping for a greater return on 
investment over time because they can use the data they are gathering in many ways to benefit 
multiple State programs, not just Medicare or Medicaid. Officials credited the CMS’s State Data 
Resource Center and the MMDI team as providing great support and helpful technical assistance, 
and specifically mentioned MMDI’s role in helping the State understand how to dissect and use 
the data, and in developing a COBA data crosswalk. They also said the Medicare-Medicaid data 
matching has been easier than expected once they were able to obtain the data.  

In the future, State officials said they intend to create dashboards to share with MSHO 
plans to help monitor care coordination and are beginning to develop standardized reports. They 
are especially interested in using the data to monitor chronic conditions, service utilization, 
hospitalizations and readmissions at 7 and 30 days, depression rates, racial patterns in appeals, 
enrollment, and the impact of geographic location on utilization and outcomes of care. 

5.1.2  Translation Project 
The State is also looking to use the implementation support funds for an initiative to 

improve translation for targeted limited-English proficient populations. Recognizing the 
significant populations of Hmong refugees and Somali and Russian immigrants among their 
Medicare-Medicaid eligible population, State officials undertook a project to improve the MSHO 
program’s accessibility and service for these populations. Laying the groundwork for a new 
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funding initiative to support greater outreach to these communities, State officials undertook 
qualitative and quantitative research to better understand community needs and how different 
communities learned about and participated in the program. 

As a result of their research, State officials learned that Asian immigrant beneficiaries 
with limited English proficiency (especially Hmong and Vietnamese beneficiaries) were 
accessing benefits more often than other limited-English proficient groups, and African 
Americans were least likely to access benefits. Upon further inquiry with Hmong beneficiary 
groups, the State learned that the Hmong community, whose language is oral and not written, 
had made audiotapes with information on the program and how to enroll, an approach that 
created trust. By contrast, the State believes that African American enrollment may be lower due 
to the large Somali immigrant population, which may not have comparable trust in the program 
because of the differences among members in their eligibility status. Specifically, this population 
may not have understood why some members of their community have satisfied Medicare 
eligibility criteria whereas others have not.  

Additional qualitative research with plans and community-based organizations that serve 
ethnic and racial minority beneficiaries gave State officials additional insights about how to 
design a new funding program supported by the implementation award to develop tangible 
deliverables that are culturally sensitive and will continue to be usable after the demonstration is 
over. The State published a Request for Proposals in April 2015 for projects that will provide 
outreach, education, and assistance to targeted communities over the next year. Eligible grantees 
include a wide range of organizations, such as beneficiary groups, community development 
organizations, and providers. As of the July 2015 site visit, awards, which are expected to be up 
to $64,500 for each bidder, had not yet been made.  

5.1.3  Stakeholder Conferences 

The State has also used implementation support funds to conduct two stakeholder 
conferences. The first conference, convened in November 2014, focused on care coordination 
and targeted MSHO and Integrated Care System Partnerships (ICSP) care coordinators. More 
than 450 care coordinators attended. The second stakeholder conference, titled “New 
Connections for Self-Advocacy,” was convened in August 2015 and was targeted to stakeholders 
of the MSHO, Minnesota Senior Care Plus, and Special Needs BasicCare programs. It focused 
on consumer empowerment and beneficiary engagement.  

5.2 Stakeholder Engagement 
Minnesota conducted extensive stakeholder engagement activities while developing its 

proposal to conduct a demonstration under the Financial Alignment Initiative (Proposal, 2012, 
p. 31). The State held 56 workgroup meetings, trainings, or presentations and established a
dedicated public website for disseminating information about the demonstration planning
process.

Stakeholder engagement activities continued as the State designed its Medicare-Medicaid 
administrative alignment demonstration. Minnesota holds quarterly meetings of a broad-based 
group of stakeholders to brief them on demonstration progress and solicit input on planned 
activities. The SNP Demonstration Workgroup, consisting of State officials and a subset of 
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MSHO plan directors, has been meeting since 2010 to jointly design the initial demonstration 
proposal under the SDIC and, now, the activities of the Medicare-Medicaid administrative 
alignment demonstration.  

For several years, the Clinical Quality and Metrics Workgroup (consisting of MSHO 
plans, medical directors and their quality assurance leadership, the State’s Quality Improvement 
Organization, State Department of Health staff, and State MSHO staff) has been meeting to 
review the State’s quality reporting data. The Workgroup also oversees the performance 
improvement projects and the ICSPs’ quality measures. Also, Minnesota has a long-standing 
MSHO Plan Member Materials Workgroup consisting of State officials and plan representatives 
as described in Section 3.4. It annually develops member materials to be submitted to CMS for 
approval and is charged with carrying out the MOU alignment activities related to materials 
development. 
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6. Conclusions 

6.1 Implementation Accomplishments and Challenges 
By formalizing certain agreements between CMS and the State that have been in practice 

for the Minnesota Senior Health Options (MSHO) program since before the demonstration, the 
demonstration has already addressed important aspects of Medicare and Medicaid alignment in 
areas such as integrated processes for grievances and appeals, for claims adjudication, and for 
program enrollment. The Demonstration Management Team has been very successful in 
facilitating policy collaboration between CMS and the State. In addition, the demonstration’s 
Medicare-Medicaid alignment activities produced changes to the MSHO plan’s Models of Care; 
improved processes used by MSHO plans, CMS, and the State in developing integrated 
beneficiary materials; and implemented Integrated Care Systems Partnerships.  

As mentioned earlier, the demonstration includes three types of Medicare-Medicaid 
alignment activities: (1) joint CMS-State demonstration management activities related to the 
MSHO program; (2) discrete activities that CMS and the State have agreed to conduct, usually in 
partnership; and (3) those based on the self-implementing provisions that formalize previous 
CMS-State agreements related to various MSHO operational policies.  

State officials expressed enthusiasm about the demonstration’s accomplishments on the 
first activity, joint demonstration management. They noted that with the establishment of 
Demonstration Management Team, they have a reliable communication channel with CMS, and 
CMS and Regional Office members have helped resolve concrete issues: establishing procedures 
for addressing the withdrawal of a Dual Eligible Special Needs Plan (D-SNP) from the MSHO 
program, securing CMS adoption of the State’s proposed language for inclusion in the MSHO D-
SNP Model of Care elements, and troubleshooting on behalf of an individual MSHO plan. More 
generally, they appreciate the information they receive about changing D-SNP policies and the 
knowledge that they have a resource to help them identify and reach specific CMS staff when 
needed (interviews with Minnesota Department of Human Services officials, April 2014).  

Progress on implementing each of the Medicare-Medicaid alignment activities is reported 
in Section 3 of this report. As noted above, the Demonstration Management Team has been fully 
operational, and CMS has given the State the opportunity to propose language for inclusion in 
the MSHO D-SNP Model of Care and has accepted the State’s language. The State is 
implementing the Integrated Care System Partnerships authorized by the demonstration. The 
State has begun using a new integrated grievances and appeals notice, developed by CMS for use 
by all Financial Alignment Initiative demonstrations. Work has also begun on development of a 
new process involving the State to assess Medicare network adequacy.  

The self-implementing provisions became effective when the Memorandum of 
Understanding (MOU) was signed and mostly formalize, for the duration of the demonstration, 
informal agreements reached between CMS and the State that permitted flexibilities in the 
operation of the MSHO program to resolve misalignment of Medicare and Medicaid policies.  

Some alignment activities outlined in the MOU have not been undertaken, such as the 
development and testing of new quality measures. It appears that some of these are not going to 
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be developed through the demonstration and that instead, CMS is using other vehicles to carry 
out these activities. The State and CMS continue to look for opportunities to engage in quality 
discussions. The MOU also called for a MSHO network adequacy review to be conducted jointly 
by CMS and the State. Although this did not happen, pilot testing is being conducted to involve 
the State in CMS network adequacy reviews, as noted previously. One activity that has been 
significantly delayed is development of a consolidated CMS-State Consumer Assessment of 
Healthcare Providers and Systems survey. The State and the plans reported concerns that if the 
survey is not finalized soon, the window of opportunity for a joint survey could close (site visit 
interviews, April 2014 and July 2015).  

Addressing misaligned Medicare and Medicaid policies that impede provision of 
seamless care to beneficiaries is difficult. As one Minnesota State official summarized, “It’s all 
about the details.” Minnesota’s first-quarter submission of information about the demonstration 
to the RTI evaluation team summed up the nature of the Medicare-Medicaid program alignment 
work:  

It is challenging to describe the Minnesota demonstration to stakeholders and 
state leadership because it is so related to behind the scenes technical and 
operational issues between Medicare and Medicaid that most people do not know 
or care about, even though these are necessary to maintaining and improving 
integration of service delivery and operations (State Data Reporting System 
[SDRS] 1st Quarter, 2014). 

6.2 Next Steps for the Evaluation of the Minnesota Demonstration 
The evaluation will continue to collect information quarterly from Minnesota through the 

online SDRS, covering enrollment statistics and updates on key aspects of implementation. 
Using the quarterly finder file submitted by the State, the evaluation team will generate quality, 
utilization, and cost data from Medicare and Medicaid claims and encounters, and the Nursing 
Home Minimum Data Set. The evaluation team will continue conducting quarterly calls with the 
Minnesota demonstration State staff and request the results of any evaluation activities 
conducted by the State or other entities. We will continue to discuss the demonstration with CMS 
staff. During the course of the demonstration, there will be additional site visits and focus groups 
with plans.  

The second Annual Report on the Minnesota demonstration will include qualitative 
information on the status of the demonstration and descriptive analyses of quality and utilization 
measures for those eligible for the demonstration and for the out-of-State comparison group. The 
quantitative analyses will cover the period from September 2013 through December 2015. 
Qualitative information will include findings through the date of the last site visit (July 31, 
2016). The final report will include all elements of the annual reports and the aggregate results of 
regression-based analyses to assess the potential of unintended consequences of the 
demonstration. We will not be conducting an analysis of the impacts of the Minnesota 
demonstration on MSHO enrollees, given the focus of the demonstration on administrative 
processes.  
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Appendix A 
Identification of the Minnesota Comparison Group 

The Minnesota demonstration area consists of the entire State of Minnesota. Seven States 
with timely Medicaid data qualified as sources for the metropolitan statistical areas (MSAs) 
comprising the comparison group for the Minnesota demonstration. The comparison area is 
composed of 31 MSAs from seven States. All comparison MSAs are listed in Table A-1. 

Table A-1 
Metropolitan statistical areas (MSAs) for the Minnesota comparison group, by State 

Alabama MSAs New York MSAs Texas MSAs 
Birmingham-Hoover Albany-Schenectady-Troy  San Angelo 
Daphne-Fairhope-Foley Rochester Wisconsin MSAs 
Mobile Pennsylvania MSAs Appleton 

California MSAs Altoona Eau Claire 
Napa Bloomsburg-Berwick Fond du Lac 
Vallejo-Fairfield Erie Green Bay 

Michigan MSAs Harrisburg-Carlisle La Crosse-Onalaska 
Ann Arbor Johnstown Madison 

  Pittsburgh  Milwaukee-Waukesha-West Allis 
  Reading Minneapolis-St. Paul-Bloomington 

  Rest of State Oshkosh-Neenah 
  State College Racine 
    Rest of State 
    Sheboygan 
    Wausau 

 

The Minnesota demonstration was restricted to dual eligible beneficiaries aged 65 years 
or older who were eligible for a Dual Eligible Special Needs Plan and, therefore, not attributed to 
another Federal Medicare shared savings initiative. Comparison groups were comprised of 
beneficiaries aged 65 years or older who had not been attributed to another Federal Medicare 
shared savings initiative. Beneficiaries in the demonstration-eligible group during the 
demonstration period were identified from quarterly finder files of demonstration participants. 
Beneficiaries qualified for the demonstration-eligible group if they participated for at least one 
month during the demonstration period. During the two baseline periods, all beneficiaries 
meeting the age restriction and MSA residency requirements were selected for the 
demonstration-eligible and comparison groups. All beneficiaries in the evaluation had valid 
hierarchical condition category risk scores during a year.  

Table A-2 below shows the distribution of beneficiaries by comparison State in the first 
baseline year. Pennsylvania contributed by far the largest share of comparison beneficiaries. 
State shares were very similar in the other two time periods. Because at least three States were 
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included and no State contributed more than half of the total comparison beneficiaries, it was not 
necessary to do any sampling to reduce the influence of a single State per RTI’s comparison 
group selection methodology (see Section 1 of the Technical Appendix regarding State shares). 
The total number of comparison beneficiaries was comparatively stable throughout the three time 
periods (188,978 in baseline year 1, 184,587 in baseline year 2, and 190,403 in the first 
demonstration period).  

Table A-2 
Distribution of comparison group beneficiaries for the Minnesota demonstration, first 

baseline year, by comparison State (n=188,978) 

Comparison State Percent of comparison beneficiaries 

Pennsylvania 45.3 
Wisconsin 28.9 
New York 13.3 
Alabama 6.1 
California 4.6 
Michigan 0.9 
Texas 0.8 
Total percent 100.0 

 

RTI’s methodology uses propensity scores to examine initial differences between the 
demonstration-eligible and comparison groups and then to weight the data to improve the match 
between them. The comparability of the two groups is examined with respect to both individual 
beneficiary characteristics as well as the overall distributions of propensity scores. A propensity 
score is the predicted probability that a beneficiary is a member of the demonstration-eligible 
group conditional on a set of observed variables. Table A-3 displays the means of beneficiary 
and area-level characteristics used in the propensity model after applying the propensity score 
weights to balance the distribution of the demonstration-eligible and comparison group 
members’ characteristics. The distributions of the demonstration-eligible and comparison groups 
on these characteristics are similar after weighting. The propensity score weights were used in all 
Annual Report analyses. 
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Table A-3 
Minnesota elderly dual eligible beneficiary covariate means by group before and after 

weighting by propensity score, demonstration period 1: 9/13/2013–9/30/2014 

Demonstration period 1 
Demonstration-
eligible group 

Unweighted 
comparison group 

PS-weighted 
comparison group 

Characteristic Mean Mean Mean 

Age 80.146 79.035 80.204 
Died 0.156 0.155 0.159 
Female 0.690 0.696 0.686 
White 0.781 0.797 0.781 
Disability as reason for original Medicare 

eligibility 0.083 0.094 0.085 
ESRD 0.011 0.015 0.011 
Share mos. elig. during period 0.804 0.800 0.803 
HCC score 1.490 1.576 1.499 
MSA 0.664 0.763 0.662 
% of pop. living in married household 75.393 71.023 75.721 
% of households w/ member >= 60 33.597 37.226 32.979 
% of households w/ member < 18 30.084 29.267 29.201 
% of nonelderly w/ college education 19.910 15.702 21.351 
% of nonelderly w/self-care limitation 7.430 8.416 7.338 
% of nonelderly unemployed 4.445 6.051 4.357 
Distance to nearest hospital 10.027 79.035 80.204 
Distance to nearest nursing facility 7.621 0.155 0.159 

ESRD = end-stage renal disease; HCC = hierarchical condition category; MSA = metropolitan statistical area.  
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Appendix B 
Additional Methodological Details 

Minimum Data Set Analysis Methods  
Estimates of nursing facility outcomes are presented for the demonstration-eligible and 

comparison groups. Estimates were developed for these two groups for each of the 2 years 
preceding demonstration implementation, referred to as baseline periods 1 and 2 (12 months 
each), and demonstration period 1 (18 months). RTI matched data on the two groups with the 
Nursing Home Minimum Data Set Version 3.0 (MDS 3.0). The MDS 3.0 includes assessment 
data from all Medicare- and Medicaid-certified nursing facilities for every resident (regardless of 
individual payment sources) upon admission and at least quarterly thereafter. We first 
constructed a population of beneficiaries who were demonstration-eligible for each 
corresponding time period, split into demonstration-eligible and comparison groups. These 
groups were used to calculate the annual nursing facility utilization measures, which include new 
long-stay nursing facility admissions per 1,000 eligibles, and the percentage of all long-stay 
nursing facility users as a percentage of demonstration eligible population. The numerators of 
these annual nursing facility utilization measures became the admissions and long-stay samples 
for their respective analyses. For the admissions sample, characteristics of new long-stay nursing 
facility residents at admission are reported. For the long-stay resident sample, user characteristics 
and measures of quality for all long-stay nursing facility residents are reported. Detailed 
specifications for each measure are described in Appendix C.  

In addition to the propensity score weights that are applied to all results to adjust the 
composition of comparison group eligibles to that of the demonstration State’s eligibles, the 
nursing facility measures also incorporate an eligibility fraction weight. This accounts for the 
fraction of months during a given time period a beneficiary was demonstration-eligible. Because 
the MDS results are presented on a per-person basis, the weights account for partial eligibility 
over a given period. 

Several data nuances could have influenced the count of nursing facility residents. The 
weighted number of beneficiaries after matching to MDS data were calculated; this produced the 
weighted number of beneficiaries that served as the population of eligibles for the denominator 
for the two measures of annual nursing facility utilization. For the new admission and all long-
stay resident groups, a beneficiary was often simply not matched to an MDS record indicating 
they had been admitted or were long-stay. In addition, for the long-stay nursing facility 
admission rate, beneficiaries who were already long-stay were excluded. A reduction in the 
number of weighted beneficiaries could also be due to not having been eligible for the entire 
period.  

The MDS descriptive statistics provide an understanding of the time trend of the health 
care experience of the demonstration-eligible group, and separately, its comparison group. 
Because no multivariate analyses were conducted to control for differences between these two 
groups over time, these estimates should not be used to draw inferences or conclusions about any 
differences between the two groups. Multivariate results that control or adjust for any differences 
will be reported after additional years of demonstration period data are available. 



 

C-1 

Appendix C 
Detailed Measure Definitions  

Population, Special Population, and Utilization Measure Definitions 

Population Definitions 

Demonstration eligible beneficiaries. Beneficiaries are identified in a given month if they 
were a Medicare-Medicaid enrollee and met any other specific demonstration eligibility criteria. 
Beneficiaries in the demonstration period are identified from quarterly State finder files, whereas 
beneficiaries in the 2-year baseline period preceding the demonstration implementation date are 
identified by applying the eligibility criteria in each separate baseline quarter. 

Additional special populations were identified for the analyses as follows: 

• Enrollee. A beneficiary was defined as being enrolled in the demonstration if they 
were enrolled in the demonstration in any month during the demonstration period.  

• Age. Age was defined as a categorical variable where beneficiaries were identified as 
21 to 44, and 45 years and older during the observation year (e.g., baseline period 1, 
baseline period 2, and demonstration period.) 

• Gender. Gender was defined as binary variable where beneficiaries were either male 
or female.  

• Race. Race was defined as a categorical variable where beneficiaries were 
categorized as White, African American, Hispanic, or Asian.  

• Hierarchical condition categories (HCC). HCC score was defined as a categorical 
variable where the beneficiary was identified as having a score less than one, between 
one and two, between two and four, or four and greater.  

• Died. A beneficiary was categorized as having died if there was a date of death during 
the observation year.  

• Disability. Disability was defined as a dichotomous indicator using the Original 
Reason for Entitlement Code (OREC) from the State Medicaid enrollment files. The 
beneficiaries are defined as having a disability during the observation year the OREC 
= 1.  

• Long-term care services and supports (LTSS). A beneficiary was defined as using 
LTSS if there was any use of institutional or home and community based services 
during the observation year.  

• Nonenrollees. Nonenrollees are Minnesota Senior Health Options (MSHO)-eligible 
individuals who remain in Minnesota Senior Care Plus, the Medicaid-only managed 
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care program that is mandatory for MSHO-eligible enrollees who do not enroll in 
MSHO. 

• Severe and persistent mental illness (SPMI). A beneficiary was defined as having a 
SPMI if there were any inpatient or outpatient mental health visits for schizophrenia 
or bipolar disorders during the observation year.  

• Alzheimer’s disease and other dementias. A beneficiary was defined as having 
Alzheimer’s disease or other dementias if there were at least two inpatient or 
outpatient diagnosis during the observation year.  

Utilization Measure Definitions 

For any health care service type, the methodology for estimating average monthly 
utilization and the percentage of users during the year takes into account differences in the 
number of eligibility months across beneficiaries. Because full-benefit dual eligibility status for 
the demonstration can vary by month over time for any individual, the methodology used 
determines dual eligibility status for the demonstration for each person on a monthly basis during 
a baseline or demonstration period. That is, an individual is capable of meeting the 
demonstration’s eligibility criteria for 1, 2, 3, or up to 12 months during the observation year. 
The methodology adds the total months of full-benefit dual eligibility for the demonstration 
across the population of interest and uses it in the denominator in the measures in Section 1.3, 
creating average monthly utilization information for each service type. The methodology 
effectively produces average monthly use statistics for each year that account for variation in the 
number of Medicare-Medicaid enrollees in each month of the observation year.  

The utilization measures below were calculated as the aggregate sum of the unit of 
measurement (counts, etc.) divided by the aggregated number of eligible member months [and 
user months] within each group (g) where group is defined as (1) Demonstration State Base 
Year 1, (2) Comparison Base Year 1, (3) Demonstration State Base Year 2, (4) Comparison Base 
Year  2, (5) Demonstration State Demonstration Period, and (6) Comparison Demonstration 
Period.  

The average number of services was calculated per 1,000 eligible months and per 1,000 
user months by beneficiary group (ɡ). User month was defined as an eligible month where the 
number of units of utilization used [for a given service] was greater than zero. Each observation 
is weighted using yearly propensity weights. The average yearly utilization outcomes are 
measured as:  

 
Where  

Yɡ = average count of the number services used [for a given service] per eligible or 
user month within group ɡ.  

Ȥiɡ = the total units of utilization [for a given service] for individual i in group ɡ. 
niɡ = the total number of eligible/user months for individual i in group ɡ.  
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The denominator above is scaled by such that the result is interpreted in terms of 
average monthly utilization per 1,000 eligibles. This presentation is preferable, compared with 
per eligible, because some of the services are used less frequently and would result in small 
estimates. 

The average percentage of users [of a given service] per eligible month during the 
baseline or demonstration year is measured as follows: 

x 100 

Where 

Uiɡ  = average percentage of users [for a particular service] in a given month among 
beneficiaries in group ɡ.  

Xiɡ = the total number of eligible months of service use for an individual i in group ɡ. 
niɡ = the total number of eligible or user months for an individual i in group ɡ.  

Quality of Care and Care Coordination Measures 

Similar to the utilization measures, the quality of care and care coordination measures 
were calculated as the aggregated sum of the numerator divided by the aggregated sum of the 
denominator for each respective outcome within each beneficiary group.  

Average 30-day all-cause risk standardized readmission was calculated as follows: 

 

Where  

C = the national average of 30-day readmission rate, .238.  
Xiɡ = the total number of readmissions for individual i in group ɡ.  
niɡ = the total number of hospital admissions for individual i in group ɡ. 
Probɡ = the annual average adjusted probability of readmission for individuals in 

group ɡ. The average adjusted probability equals:  

1
1,000

 

𝑈𝑈 =
Σ𝑖𝑖𝑖𝑖𝑋𝑋𝑖𝑖𝑖𝑖
Σ𝑖𝑖𝑖𝑖𝑛𝑛𝑖𝑖𝑖𝑖
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Average Adjusted Probability of Readmission  
by Demonstration-eligible group Type 

Demonstration-eligible 
group 

Average adjusted 
probability of readmission 

Baseline period 1   
Demonstration  0.231713283 
Comparison 0.220171257 

Baseline period 2   
Demonstration 0.231703099 
Comparison 0.220802089 

Demonstration period   
Demonstration 0.220549052 
Comparison 0.21633023 

 
Average 30-day follow-up in a physician or outpatient setting after hospitalization for 

mental illness was calculated as follows: 

 
Where 

MHFU = the average rate of 30-day follow up care after hospitalization for a mental 
illness for individuals in group ɡ.  

Xiɡ = the total number of discharges from a hospital stay for mental health that had 
a follow-up for mental health within 30 days of discharge for individual i in 
group ɡ.  

niɡ = the total number of discharges from a hospital stay for mental health for 
individual i in group ɡ.  

Average Ambulatory Care Sensitive Condition (ACSC) admissions per 1,000 eligibles, 
overall and chronic composite (Agency for Healthcare Research and Quality Prevention Quality 
Indicator [PQI] #90 and PQI #92) was calculated as follows:  

 

Where 

ACSCiɡ =  the average number of ACSC admissions per 1,000 eligible months for 
overall/chronic composites for individuals in group ɡ.  

Xiɡ =  the total number of discharges that meet the criteria for PQI #90 [or PQI #92] 
for individual i in group ɡ.  

niɡ = the total number of eligible months for individual i in group ɡ. 

𝑀𝑀𝑀𝑀𝑀𝑀𝑈𝑈 =
Σ𝑖𝑖𝑖𝑖𝑥𝑥𝑖𝑖𝑖𝑖
Σ𝑖𝑖𝑖𝑖n𝑖𝑖𝑖𝑖
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Preventable emergency room (ER) visits per 1,000 eligible month was calculated as 
follows: 

Where 

ERiɡ = the average number of preventable ER visits per 1,000 eligible months for 
individuals in group ɡ.  

Xiɡ = the total number ER visits that are considered preventable based in the diagnosis 
for individual i in group ɡ.  

niɡ = the total number of eligible months for individual i in group ɡ. 

Average number of beneficiaries who received a pneumococcal vaccination during the 
observation year was calculated as follows: 

 
Where  

PNiɡ = the average number of pneumococcal vaccinations per 1,000 eligible months 
among individuals in group ɡ.  

Xiɡ = the total number eligible beneficiaries age 65+ who ever received a 
pneumococcal vaccination in group ɡ.  

niɡ = the total number of eligible months among beneficiaries 65 years and older in 
group ɡ. 

Average number of beneficiaries per 1,000 eligible months who received depression 
screening during the observation year was calculated as follows: 

 
Where  

Dɡ = the average number of beneficiaries per 1,000 eligible months who received 
depression screening in group ɡ. 

Xiɡ = the total number eligible beneficiaries age 65+ who ever received depression 
screening in group ɡ.  

niɡ = the total number of eligible months among beneficiaries in group ɡ. 

Average rate of beneficiaries per positive depression screening who received a follow-up 
plan during the observation year was calculated as follows: 

 
Where  

𝑃𝑃𝑃𝑃𝑖𝑖  =
Σ𝑖𝑖𝑖𝑖𝑥𝑥𝑖𝑖𝑖𝑖
Σ𝑖𝑖𝑖𝑖n𝑖𝑖𝑖𝑖
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PDɡ = the average number of beneficiaries per positive depression screening who 
received a follow-up plan among beneficiaries in group ɡ.  

Xiɡ = the total number beneficiaries who received a positive depression screen and a 
follow up plan in group ɡ. 

niɡ = the total number of beneficiaries who received a positive depression screen in 
group ɡ.  

Average number of beneficiaries per 1,000 eligible months, aged 65 and older, who 
received a fall screening assessment during the observation year was calculated as follows:  

 
Where  

Fɡ = the average number of beneficiaries per 1,000 eligible months who received a 
fall screening assessment among beneficiaries in group ɡ.  

Xiɡ = the total number eligible beneficiaries age 65+ who received a fall screening 
assessment among individuals in group ɡ.  

niɡ = the total number of eligible months among beneficiaries aged 65 and older in 
group ɡ. 

Average rate of beneficiaries in each year who were age 65 and older and had a history of 
foals within the preceding 12 months, and had a plan of care for falls within the preceding 12 
months.  

 
Where  

PFɡ = the average rate of care plans after falls among beneficiaries in group ɡ. 
Xiɡ = the total number beneficiaries, aged 65 and older, and had a history of falls 

within the preceding 12 months and a care plan in group ɡ. 
niɡ = the total number of beneficiaries who were 65 and older and had a history of 

falls with the preceding 12 months in group ɡ.  

Minimum Data Set Analysis Measure Definitions 
RTI produces Minimum Data Set (MDS)-based outcome measures for LTSS quarterly 

and annually. Two quarterly measures track the impact of the demonstration on nursing facility 
utilization patterns: (1) new long-stay nursing facility admissions per 1,000 eligibles, and (2) 
long-stay nursing facility users as a percentage of the eligible population. The annualized version 
of these measures are presented in this Annual Report.  

The rate of new long-stay nursing facility admissions is calculated as the number of 
nursing facility admissions for whom there is no record of nursing facility use in the 100 days 
prior to the current admission and who subsequently stay in the nursing facility for 101 days or 

𝑃𝑃𝑀𝑀𝑖𝑖  =
Σ𝑖𝑖𝑖𝑖𝑥𝑥𝑖𝑖𝑖𝑖
Σ𝑖𝑖𝑖𝑖n𝑖𝑖𝑖𝑖
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more. Individuals are included in this measure only if their nursing facility admission occurred 
after their first month of demonstration eligibility.  

The percentage of long-stay nursing facility users is calculated as the number of 
individuals who have stayed in a nursing facility for 101 days or more, who were long-stay after 
the first month of demonstration eligibility.  

RTI also analyzes characteristics of new long-stay nursing facility residents at admission 
to monitor nursing facility case mix and acuity levels, as well as these same characteristics for 
the overall long-stay nursing facility population, from the most recently available quarter of data 
during the demonstration. Quality measures of nursing facility care for the long-stay users are 
also included.  

Resident characteristics include functional status determined by Resource Utilization 
Groups Version IV (RUG-IV), activities of daily living (ADL) score, level of care need, severe 
cognitive impairment, and SPMI.  

RTI uses the RUG-IV classification system to measure both resident ADL score and level 
of care need. RUG-IV is used for Medicare reimbursement of skilled nursing facility care and 
consists of 66 groups based on the resident’s ADL score and the amount of care time a nursing 
resident receives (Mor et al., 2007; Walsh, Greene, & Kaganova, 2006). ADL score is based on 
level of dependence in the four late-loss ADLs (i.e., bed mobility, transferring, using the toilet, 
and eating) and is used as a summary measure of long-term care need (Walsh, Greene, & 
Kaganova, 2006).  

Previous studies on LTSS rebalancing have focused on residents with low levels of care 
need who are the best candidates for transitioning from institutional care to home and 
community-based services. A 2007 study by Mor et al. found that residents with low care needs 
make up about 12 percent of the long-stay nursing facility resident population (2007). Based on 
definitions of low care need used by previous studies, RTI defines residents with low care needs 
as those who did not require physical assistance in any of the four late-loss ADLs and who were 
in the three lowest RUG-IV categories (i.e., behavior symptoms and cognitive performance, 
reduced physical function, and clinically complex) (Ikegami, Morris, & Fries, 1997; Irvin et al., 
2013; Mor et al., 2007; Ross, Simon, Irvin, & Miller, 2012). 

In addition to functional status and level of care need, RTI is also measuring the 
percentage of individuals with severe cognitive impairment and serious mental illness (SMI). 
Individuals with SMI are at increased risk of being placed in a nursing facility and may be 
unable to transition from nursing facilities to community care, hindered by a lack of safe and 
affordable residential options and community supports (Aschbrenner, Cai, Grabowski, Bartels, & 
Mor, 2011). Consistent with other studies, RTI limits its definition of SMI to schizophrenia and 
bipolar disorder, as these conditions are considered to be the most disabling and most frequently 
associated with serious mental illness and institutionalization (Fullerton, McGuire, Feng, Mor, & 
Grabowski, 2009; Grabowski, Aschbrenner, Feng, & Mor, 2009). RTI measures cognitive 
impairment using the Brief Interview for Mental Status, or poor short-term memory or severely 
impaired decision-making skills. 
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RTI also produces several annual quality measures to indicate the initiative’s impact on 
quality of care that eligible individuals receive in nursing facilities. Most measures are for long-
stay residents (those in facilities for 101 days or more and thus receiving LTSS) who 
experienced an adverse outcome for at least one quarter during the corresponding time period. 
These include percentage of residents who were physically restrained, percentage of residents 
who received an antipsychotic medication without appropriate clinical indications, and 
percentage of high-risk residents with pressure ulcers (Stages II–IV). We also plan to include the 
percentage of residents who experienced one or more falls with major injury and the percentage 
of residents who self-report moderate to severe pain. These measures were selected based on 
CMS and RTI’s review of each measure’s mean score and variation. They are also aligned with 
other CMS and partners’ initiatives including Nursing Home 5-Star Rating System, Advancing 
Excellence and Value-Based Purchasing Demonstration.  
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