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Welcome from the Arkansas Division of Medical Services, Arkansas Medicaid
Program.

Our program serves 750,000 individual beneficiaries annually, offering over 50
healthcare programs/waivers through a network of over 24,000 providers. One in
every four Arkansans is served in some way through our program. The following
information demonstrates at a high level what our program is about, though as
always, the focus for all of us is our beneficiary population.

| hope this information is useful to you, and | encourage you to contact our
program if you have further questions.

Roy Jeffus

Director,
Division of Medical Services

Roy Jeffus speaking at the Arkansas Medicaid Managed Care
Educational Conference.
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MEDICAID PROGRAM OVERVIEW

Medicaid is a joint federal-state program of medical assistance for eligible individuals based
on financial need and/or health status.

LEGAL STRUCTURE AND HISTORY

Title XIX of the Social Security Act created grant programs popularly called “Medicaid” in 1965.
Medicaid furnishes medical assistance to those who have insufficient incomes and resources to
meet the costs of necessary medical services.

Medicaid provides rehabilitation and other services to help families and individuals become or
remain independent and able to care for themselves.

Section 7 of Arkansas Act 280 (1939) and Act 416 (1977) authorized the State of Arkansas to

establish and maintain a medical care program for the indigent and vested responsibility for regulating
and administering the program in the Department of Human Services (DHS).

ADMINISTRATION
Arkansas Medicaid was implemented on January 1, 1970.

e DHS administers the Medicaid Program through the Division of Medical Services (DMS).

¢ Arkansas Medicaid is detailed in the Arkansas Medicaid State Plan and through Provider
Manuals.

e The Centers for Medicare and Medicaid Services (CMS) administers the Medicaid
Program for the U.S. Department of Health and Human Services. CMS authorizes federal
funding levels and approves each state’s State Plan, ensuring compliance with human
services federal regulations.

ELIGIBILITY

Non-SSI individuals are certified as eligible for Medicaid Services by DHS Field Staff located in
County Offices. SSl individuals are deemed Medicaid eligible by District Social Security Offices.

FUNDING

Funding is shared between the federal government and the states, with the federal government
matching the state share at an authorized rate between 50 and 90 percent, depending on the
program. The federal participation rate is adjusted each year to compensate for changes in the per
capita income of each state relative to the nation as a whole.

e Arkansas funds approximately 26.95% of Arkansas Medicaid program-related costs; the
federal government funds approximately 73.05%. State funds are drawn directly from
appropriated state general revenues, license fees, drug rebates, recoveries and the
Medicaid Trust Fund.

e Administrative Costs for Arkansas Medicaid are generally funded 50% by Arkansas and
50% by the federal government; some specialized enhancements are funded 75% or 90%
by the federal government.

SERVICES
Services may be rendered by both private and public providers.

. Mandatory Services are required by the federal government.

. Optional Services are those which the state has elected to provide. Many of these
optional services enable beneficiaries to receive care in less costly home or community
based settings. Optional services are approved in advance by CMS and are funded at the
same level as mandatory services.

. Waiver and Demonstration Services are CMS approved services that are not optional or
mandatory and can be targeted to specific populations.
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ARKANSAS MEDICAID

_ Program Costs Arkansas Economics SFY08
State Fiscal Total Unduplicated Average Medicaid
Year (SFY)  (in mill) Beneficiaries Cost Represents
2001 $1,852 535,322 $3,460 State of Arkansas Budget $21.1 billion 17.5%
2002 $2,293 582,379 $3,937 State General Revenue Funded Budget $ 4.3 billion 15.5%
2003 $2,464 626,036 $3,936
2004 $2,711 663,920 $4,083 Arkansas Population* % population served by Medicaid
2005 $3,007 688,150 $4,370 All Ages 2,834,797 26%
2006 $3,137 729,800 $4,298 Elderly (65 and older) 397,108 16%
2007 $3,299 742,965 $4,440 Adults (20-64) 1,660,687 12%
2008 $3,533 744,269 $4,747 Children (19 and under) 777,002 63%
2009 (proj) $3,901 770,665 $5,061 *Source: Economic Analysis and Tax Research, DFA

Average Cost per prescription in
SFY08 was approximately $69.00

70.72% of all Nursing Home residents in SFY08
were Medicaid Eligible

Total Medicaid Expenditures

SFY08 Medicaid Operating Budget Physician  Dental

(millions) Public NH Pl o 2lovges/ IR st
General Revenue $668.5 Other 4-6% Ea

0.5%
Other Revenue $173.1 1.9%

Hosp, Inpt/Outpt

Quality Assurance Fee $64.3 20.2%
Trust Fund $123.3 Medical, Other
17.0%
Federal Revenue $2,664.3
Total Program $3,693.5

Special Care
3.2%

Mental Health
Prescription Drugs 11.1%

L Transp
10.2% Private NH 1.4%

14.8%

A J

The Medical cost for 64% of all W Special Care includes Home Health, Private Duty Nursing, Personal Care and Hospice Services.
babies born to Arkansas residents O Transportation includes emergency and non-emergency.
is paid for by Medicaid. O Other includes vendor contracts, Medicare co-pay and deductibles, and other adjustments.
Bl Buy-in includes Medicare premiums and crossover claims.

w = (g Medicaid has approximately 27,500
e x ENROLLED providers. 33,397,556 claims were processed in SFY08
Approximately 12,750 (46.4%) are Wth an average processing time of 2.4 days./
PARTICIPATING providers.
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Current Innovations

NPI
In compliance with the HIPAA act of 1996, Arkansas Medicaid
began accepting only the NPl numbers for electronic claims
submission as of May 19, 2008.
HIFA Waiver (ARHealthNetworks)

This waiver expands health insurance coverage by providing a "safety net"
benefit package for working uninsured Arkansans aged 19 through 64 with

family income at or below 200% of the FPL.

Evidence Based Prescription Drug Program

A program utilized by the DMS Pharmacy unit providing the best selection of prescription
drugs in a given class, based on efficacy and cost minimization to the state.

Smart PA
A program utilized by the state Medicaid Pharmacy Program to verify PA eligibility by reading a

beneficiary’s Medicaid profile including medications, procedures, and diagnosis at the Point of Sale
POS). If criteria are met, a PAis a

Past Successes

Automated Eligibility Verification & Claims Submission

System (AEVCS)
Enables providers to electronically confirm each patient’s eligibility & submit

claims
Assisted Living TEFRA Waiver
This waiver offers certain individuals an alternative to a Parents above a certain income level pay
nursing home and allows them to live in apartment style a premium for the Medicaid services for
living unit that is a level Il facility

their child(ren)

Medicaid Infrastructure Grant (MIG)

In SFY 2005, the CMS awarded Arkansas a MIG with which the state will work to expand and improve the Medicaid Buy-In
Program known as Working Disabled. CMS has renewed this grant each year.
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Arkansas Medicaid Services

Services Mandated by Federal Government:

¢ Child Health Services (Early and Periodic Screening, ¢ Medical and Surgical Services of a Dentist
Diagnosis and Treatment [EPSDT]) + Nurse Midwife
+ Family Planning ¢ Nurse Practitioner (Family and Pediatric)
¢ Federally Qualified Health Centers (FQHC) + Nursing Facility Services (Age 21 or Older)
¢ Home Health ¢ Physician
¢ Hospital, Inpatient and Outpatient ¢ Rural Health Clinics
¢ Laboratory and X-Ray
Approved Medicaid Waivers:
»  Alternatives for Adults with Physical Disabilities »  ElderChoices
» AR HealthNetworks » Living Choices Assisted Living
» ARKids First-B » Non-Emergency Transportation
» Division of Developmental Disabilities Alternative » TEFRA
Community Services » Women’s Health (Family Planning)
Optional Services Chosen by Arkansas:
« Ambulatory Surgical Center Services % Rehabilitative Services for Persons with Mental
« Audiological Services (Under Age 21) lliness (RSPMI)
+ Certified Registered Nurse Anesthetist (CRNA) % Rehabilitative Services for Persons with Physical
< Child Health Management Services (CHMS) Disabilities (RSPD) (Under Age 21)
(Under Age 21) % Rehabilitative Services for Youth and Children
% Chiropractic Services (RSYC) (Under Age 21)
« Dental Services (Under Age 21) % Respiratory Care Services (Under Age 21)
+ Developmental Day Treatment Clinic Services « School-Based Mental Health Services (Under Age
(DDTCS) (Preschool and Age 18 or Older) 21)
« Developmental Rehabilitation Services (Under « Targeted Case Management for Pregnant Women
Age 3) « Targeted Case Management Beneficiaries Age 60
< Domiciliary Care Services and Older
< Durable Medical Equipment « Targeted Case Management for Beneficiaries of
« End-Stage Renal Disease (ESRD) Facility Children’s Services (Under 21)
Services % Targeted Case Management for Beneficiaries of
+ Hearing Aid Services (Under Age 21) Children’s Services who are SSI
% Hospice Services % Targeted Case Management for Beneficiaries in
% Hyperalimentation Services the Division of Children and Family Services
« Inpatient Psychiatric Services Under Age 21 (Under Age 21)
< Intermediate Care Facility Services for Mentally % Targeted Case Management for Beneficiaries in
Retarded the Division of Youth Services (Under Age 21)
< Licensed Mental Health Practitioner Services « Targeted Case Management for Beneficiaries Age
(Under Age 21) 21 and under with a Developmental Disability
% Medical Supplies % Targeted Case Management for Beneficiaries Age
% Nursing Facility Services (Under Age 21) 22 and over with a Developmental Disability
% Occupational, Physical, Speech Therapy Services % Targeted Case Management Services for other
(Under Age 21) Beneficiaries Under Age 21
% Orthotic Appliances % Transportation Services (Ambulance, Non-
< Personal Care Services Emergency)

®,
X3
g

D
®,
0

D

Podiatrist Services

Portable X-Ray Services

Prescription Drugs

Private Duty Nursing Services (for Ventilator-
Dependent All Ages and High-Tech Non-Ventilator
Dependent Persons (Under 21)

Prosthetic Devices

Radiation Therapy Center

Rehabilitative Hospital Services

Ventilator Equipment
Visual Services
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Arkansas Medicaid Services

Major benefit limitations on services for adults (age 21 and older):

>
>

Twelve visits to hospital outpatient departments allowed per state fiscal year.

A total of twelve office visits allowed per state fiscal year for any combination of the
following: certified nurse midwife, nurse practitioner, physician, medical services provided
by a dentist, medical services furnished by an optometrist, and rural health clinics.

One basic family planning visit and three (3) periodic family planning visits per state fiscal
year. Family planning visits are not counted toward other service limitations.

Lab and x-ray services limited to total benefit payment of $500 per state fiscal year,
except for EPSDT benéeficiaries.

Three pharmaceutical prescriptions, including refills, allowed per month (family planning
and smoking cessation prescriptions are not counted against benefit limit; unlimited
prescriptions for nursing facility beneficiaries and EPSDT beneficiaries under age 21).
Extensions will be considered up to a maximum of six (6) prescriptions per month for
beneficiaries at risk of institutionalization.

Inpatient hospital days limited to 24 per state fiscal year, except for EPSDT beneficiaries
and certain organ transplant patients.

Co-insurance: Some beneficiaries must pay 10% of first Medicaid covered day of hospital
stay.

Beneficiaries in the Working Disabled aid category must pay 25% of the charges for the
first Medicaid covered day of inpatient hospital services and must also pay co-insurance
for some additional services.

Some beneficiaries must pay $.50 - $3 of every prescription, and $2 on the dispensing
fee for prescription services for eyeglasses. Beneficiaries in the Working Disabled aid
category must pay a higher co-payment for these services and also must pay co-
payments for some additional services.

Additional Information for Children’s Services:

>

>

>

>

Some parents/guardians of children are responsible for coinsurance, co-payments, or
premiums.

Co-insurance: Arkids B beneficiaries must pay 20% of the charges for the first Medicaid
covered day of inpatient hospital services and must also pay co-insurance for some
outpatient services.

Co-Pay: Arkids B beneficiaries must pay a higher co-payment for inpatient services and
also must pay co-payments for some outpatient services.

Premiums: Based on family income certain TEFRA beneficiaries must pay a premium.

Any and all exceptions to benefit limits are based on medical necessity.
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Arkansas Medicaid Program Benefit Expenditures

Long Term Care

ICF/MR, Infants
and Children
$19,180,002

Public Nursing

Home $161,828,928

SFYO08

Private Nursing

Home $524,405,171

L

rTotal Medicaid Program

Drugs

" $360,409,911 -10%

/ Long Term Care

$705,414,101 - 20%

Hospital/Medical

$2,467,039,879 = 70%

Hospital/Medical

W $38,025,326

[l $87,843,982

0$324,279,379

[ $16,963,515
0$79,723,908

/

00$48,042,931

0 $65,383,296

0$137,069,967

W $28,523,015

00$392,753,620
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W $100,063,931

0$18,216,479

0$3,461,451

0$149,324,717

[ $3,363,093

[l $27,703,363

0$224,221,993
W $71,176,664

0 $85,094,425

0 $565,804,824

O Arkansas Safety Net
E Case Management
M Clinics / Programs
ODDS

Ml Dental

OEPSDT

E Hospital, Inpatient
O Hospital, Outpatient
W Special Care

O Institutional Psych
W Laboratory / X-ray

OMedicare Buy-in / Crossovers

O Other
O Other Care Services
@ Other Practitioners

OPhysician Services

H Services to Elderly/Disabled

B Therapy
O Transportation

OWomen's Health




Expenditures by County
SFY 2008

Carroll
$17,661,559

$664,142

Boone
$33,156,196

$1,277,598

Benton
$92,437,504

$4,631,000 Marion

Baxter
$32,848,63
$895,669

$14,413,334

$370,952
Madison
$10,782,111

$497,701

Washington
$115,702,063

$4,226,598

Newton
$8,883,861
$271,027

Searcy

$457,380

Crawford
$53,780,943

$1,760,126

Johnson
$23,823,296

Franklin |$891,313
$15,976,614

Van B
$17,78

$58,708,825

$1,952,316 | Conway

$12,699,036

$484,045

uren
8,390

I1zard
$15,015,409

$15,263,734

Fulton
$15,318,014

$335,331

Randolph
$29,013,060
$856,221
Sharp
$21,631,511
$604,732

Independence
$42,501,613

Cleburne
$21,224,112

$26,481,428

$691,035

$25,897,525
$789,043

Perry
$9,470,737
$11,021,756 $393,671

$340,121

Montgomery
$8,536,880

$435,399

Polk
$18,586,660

$815,510

Garland
$99,442,943

$4,662,594

$4,029,003

Hot Spring
$34,468,727

$37,822,306
$896,053

$265,612

Nevada
$18,861,795
$363,278

Little Rive

$11,532,739 Hempstead

$28,377,047 Ouachita

$31,302,594
$660,837

Lafayette
Miller 7$9,452,916
$41,510,539 Union
Columbia [$52,869,757

$29,018,505

$12,497,665

$23,049,339

Faulkner
$129,859,263
$2,865,240

$63,539,949
$2,546,850

555,688,600 |
$1,952,027

Jefferson
$84,820,312

$26,239,906
$734,152

Woodruff
$12,923,774

$293,458

Monroe
$13,286,332

Arkansas

$1,847,283

Cleveland
$9,128,499
$194,056

Calhoun
$4,083,236
$180,503

Bradley

$22,683,98

$410,528

Lincoln
$14,570,399

$309,748

Drew
$25,987,546

$673,413

Ashley
$28,942,044

$875,224

$21,831,003
$531,907

Desha
$21,938,549

$515,693

Chico
$24,251,979

$701,910

$1,078,613
$267,846

$1,467,603
$694,434

Clay
$19,743,386
$601,658

Greene
$46,332,140

$1,790,338

Lawrence
$28,653,361
$787,075

Mississippi
$58,632,775
$1,784,492

Craighead
$111,360,798
$3,209,221

Poinsett
$37,946,399

$1,130,351

Cross
$24,447,214

$863,399

Crittendeh
$61,394,23
$1,691,771

St. Francis
$37,561,916
$913,872

Lee
$17,459,693

$414,674

Phillips
$48,341,853

978,211

Medicaid Expenditures
ARKids B Expenditures

Expenditures

('] 80,000,000 to 400,000,000
130,000,000 to
] 20,000,000 to
] 11,000,000 to
[l 0to

(9)
80,000,000 (19)
30,000,000 (18)
20,000,000 (21)
11,000,000 (9)

Source: DHS; Division of Medical Services
Medicaid Decision Support System
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MEDICAID ENROLLEES

Medicaid Enrollees by Aid Category

250,000

200,000

150,000

100,000

50,000

~
(52
e
<
[«2)
-
(]

99,418

W 389,285
090,432

m60,332

046,859

032,693
032,085
026,236

024,204

W 15,699

05,133
m 15,855

—
[e2]
0
N~
N
[Vl
O

m78,584

067,396

047,247

W 20,456
m20,873

Average Enrollees SFY04 Average Enrollees SFY08

Aid Categories

B SS| Supplemental Security Income

B TEA/AFDC Transitional Employment Assistance
O AABD Aid to the Aged, Blind and Disabled
H MN Medically Needy

O QMB Qualified Medicare Beneficiary

B yU-18 Under Age 18

O FC Foster Care

O wH Women's Health

B ARKids B ARKids B Waiver

B pw Adults Pregnant Women

O ARKids A Low-Income Children

There was an average of 1 enrolled refugee per month in SFY04 and 0 per month in SFY08.
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ARKids Ist

State of Arkansas

519 SFY2008
Provider Types of Paid Claims
Physician
Services Dental
$16,875,329 $13,979,231 !
18% 15% Median Age for
< ARKids B Enrollees
in
Hospital Arkqnsqs
Pharmacy $20,671,036
$21,695,300 22% was
23% Other : 10 years Umonths
$20,267,430
229%
{8
$133.16
$95.15 $98.67 $94.19
$79.08 $89.92 $87.30 $80.41

DSS Reports and Analysis
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Enrollees by County
SFY 2008

Carroll
6,460

Boone
9,275

1,527

Baxter
9,844

Marion
4,414

633

Washington
42,710

Madison
4,126
Searcy
Independence
507 10,269

Van Buren
4,682
815

Conway
6,272

Crawford Johnson Cleburne

5,976
1,120

Pope
15,760

2,538

_Faulkner
21,190
3,570
Prairie
{" Pulaski 2,549 -
104,449
Garland
24,819

4,203

Montgomery
2,668
574 Jefferson

25,367

Arkansas

Hot Spring 5,668

8,661

Randolph
5,921
1,031

, Clay
4,634

Craighead
27,234
3,593
Poinsett
9,769
1,189

Cross
5,887

998

St. Francis
11,039
1,252
Lee
4,432
467

Phillips
11,712

1,079

786

Mississippi
18,101
2,135

Crittenden

20,055
2,221

2,855

Sevier
>002 Cleveland
864 evelan

2,355

Little River 298
3,608 ' Hempstead
L 7.724 Bradley

Calhoun 3,858

1,249

Lincoln
3,645
488

Drew
5,841

810

795

Medicaid Enrollees*
ARKids B Enrollees*

Desha
5,288

649

Total # of Medicaid Enrollees

[] 91,000 to 105,000 (1)
[] 22,000 to 91,000 (6)
[]10,500t0 22,000 (13)

508
Lafayette

2,748 | Columbia
282 7,957

793

. 233
Miller :

13,299
1,559 ¢

Ashley
7,618

Union
14,278

2,008 878

Source: DHS; Division of Medical Services
Medicaid Decision Support System

*Unduplicated Count for the State Fiscal Year
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OFFICE OF LONG TERM CARE

The Office of Long Term Care prior authorizes nursing facility services and inspects
facilities to ensure resident care standards are met as required by Federal Medicare, State
Medicaid, and State Licensure Programs.

Long Term Care facilities include Nursing Facilities, Skilled Nursing Facilities, Intermediate
Care Facilities for the Mentally Retarded, Residential Care Facilities, Adult Day Care
Facilities, and Assisted Living Facilities.

6,000,000
4,500,000
3,000,000
1,500,000

Private Nursing ~ Arkansas Human ICF/MR 16-Bed  ICF/MRr -
Facility Health Center Development & Over Private Under 16 Beds
Center Facilities

Private Nursing  Arkansas Human ICF/MR 16-Bed  ICF/MRr -
Facility Health Center Development & Over Private Under 16 Beds
Center Facilities

Source: DHS Statistical Report
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MEDICAL ASSISTANCE UNIT

The Medical Assistance Section is responsible for enrolling providers in Medicaid and the ARKids First Program. At the end of
the State Fiscal Year 2008 (SFY 2008), there were more than 21,800 enrolled providers in the above programs. More than
9,000 of these providers were physicians and physician groups.

The Medical Assistance Section also responds to the concerns and questions of providers and beneficiaries of Medicaid and
ARKids services. In SFY 2008, 73,608 telephone inquiries were handled in all Assistance Sections including the Early Periodic,
Screening, Diagnosis and Treatment (EPSDT) program and other Medical Assistance Units with over 3,800 of those inquiries
being handled by the Program Communications Unit. The ARKids Program for Arkansas children has become a model for
similar programs in other states.

Other areas administered by the Medical Assistance Section are the Dental, Visual, Non-Emergency Transportation (NET),
ARKids B and Ambulance programs.

SFY 2008 SFY 2007 SFY 2006 SFY 2005 SFY2004 SFY2003

Telephone Inquiries 73,608 71,462 68,727 72,621 86,937 93,917

Written Correspondence 1,056 1,989 3,020 3,754 3,737 3,671

Fair Hearings 418 356 341 355 358 322
PHARMACY

The Prescription Drug Program, which is an optional Medicaid benefit, was implemented in Arkansas in 1973. Under this
program, eligible beneficiaries may obtain prescription medication through any of the 876 enrolled pharmacies in the state.
During SFY 2008, a total of 421,449 Medicaid beneficiaries used their prescription drug benefits. A total of 4.7 million
prescriptions were reimbursed by Arkansas Medicaid for a cost of $322.7 million dollars thus making the average cost per
prescription approximately $69. An average cost for a brand name prescription was $145 dollars, although representing 38% o
the claims, it accounted for 78% of our expenditures. The average cost for a generic prescription was $25 dollars, representing
62% of Arkansas’ claims and accounted for 22% of Arkansas’ expenditures.

The Prescription Drug Program restricts each beneficiary to a maximum of three prescriptions per month, with the capability of
getting up to six prescriptions by PA, except for beneficiaries under 21 and certified Long Term Care beneficiaries who receive
unlimited prescriptions per month. Persons eligible under the Assisted Living Waiver are allowed up to nine prescriptions per
month.

Beginning January 1, 2006, full benefit dual eligibles began receiving drug coverage through the Medicare Prescription Drug
Benefit (Part D) of the Medicare Modernization Act of 2003 rather than through Arkansas Medicaid. Arkansas Medicaid is
required to pay Centers for Medicare & Medicaid (CMS) the State Contribution for Prescription Drug Benefit, sometimes
referred to as the Medicare Part D Clawback. This payment for SFY 2008 was $35.5 Million.

Medicaid reimbursement for prescription drugs is based on the cost plus a dispensing fee. Drug costs are established and
based upon a pharmacy’s Estimated Acquisition Cost (EAC), the federally established Generic Upper Limit (GUL), or the state
established Upper Limit (SUL). Arkansas Medicaid has a dispensing fee of $5.51 as established by the DMS and approved by
the CMS. The EAC and dispensing fee are based on surveys that determine an average cost for dispensing a prescription and
the average ingredient cost. In March of 2002, a differential fee of $2.00 applied to generic prescriptions for which no upper
limit exists.

Department of Human Services
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PROGRAM PLANNING AND DEVELOPMENT

The Program Planning and Development (PPD) Section develops and maintains the State's Medicaid Plan and
the State's Child Health Insurance Program Plan. This section writes separate provider policy manuals for each
of the forty-five (45) different Medicaid Programs, such as: Physician, Pharmacy, Hospital, Dental, Prosthetics,
Podiatrist, Hearing, Visual Care, Chiropractic, and EPSDT (Early Periodic Screening, Diagnosis, and Treatment).

Provider manuals contain such information as covered services, benefit limits, benefit extension procedures,
prior approval requirements, and billing procedures. PPD also develops new waiver programs and the resulting

provider manuals for initiatives such as ARKids First B.

PROGRAM INTEGRITY SECTION

The Program Integrity Section is responsible for performing on-site/in-house reviews of Medicaid providers to
ensure compliance with federal and state regulations and policy. The goal of the Program Integrity Section is to
verify the nature and the extent of services paid by the Medicaid program while ensuring quality medical care for
beneficiaries and protecting the integrity of both state and federal funds. To ensure the goal is met, the Program
Integrity Section is comprised of three units:

* Field Audit

* Surveillance and Utilization Reviews (SURSs)

» Payment Error Rate Measurement (PERM)

The PERM unit is responsible for coordinating and performing beneficiary eligibility in conjunction with the CMS
contractor to determine the payment error rate in the Medicaid program.

During state fiscal year 2008, the Program Integrity Section conducted 103 on-site reviews identifying
$1,093,284.28 in provider overpayments and collected $277,351.16 in provider overpayments. Program
Integrity also sanctioned 13 providers and referred 8 providers to the Medicaid Fraud Control Unit. Program
Integrity realized a savings from cost avoidance of $6,728,117.71. This savings was more than five times the
Program Integrity budget.

Department of Human Services
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REIMBURSEMENT

Provider Reimbursement develops reimbursement methodologies and rates, identifies budget impacts for
changes in reimbursement methodologies, coordinates payments with the Medicaid Fiscal Agent and provides
reimbursement technical assistance for the following Medicaid providers:

Institutional — Hospital, Residential Treatment Unit (RTU), Rural Health Clinic (RHC), Federally Qualified Health
Center (FQHC), Residential Treatment Center (RTC), Other. The Institutional Section is also responsible for
processing all necessary cost settlements for these providers.

Non-Institutional — Physician, Dental, Durable Medical Equipment, ARKids, Nurse Practitioner, Nurse Midwife,
CHMS, DDTCS, Other. The Non-Institutional Section is also responsible for the maintenance of reimbursement
rates and assigning all billing codes for both institutional and non-institutional per diems, services, supplies,
equipment purchases and equipment rental.

Long Term Care — This Section reviews annual and semi-annual cost reports submitted by Nursing Facility and
Intermediate Care Facilities for the Mentally Retarded (ICFs/MR). The cost reports are reviewed for compliance
with applicable state and federal requirements and regulations, including both desk reviews and on-site reviews.
The Long Term Care Section maintains a database of the cost report information, which is used to evaluate cost
and develop reimbursement methodologies and rates. The Long Term Care Section is also responsible for
processing all necessary cost settlements for these providers.

SYSTEMS & SUPPORT

Systems & Support is the liaison for DMS and the contracted fiscal agent that operates the Medicaid Management
Information System (MMIS), which processes all Medicaid claims.

Systems & Support performs the following:

* Develops all Request for Proposals (RFPs) and Advance Planning Documents (APDs) related to the MMIS
* Develops the contract for the fiscal agent to operate the MMIS and monitors the contractor's performance
* Maintains system documentation from the contractor

* Develops, tracks, and documents customer service requests for modifications to the MMIS

* Approves production system modifications to MMIS

* Performs quality assurance reviews on all edits and audits affecting claims processed by the MMIS

* Develops and produces reports from the Medicaid data warehouse

7
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THIRD PARTY LIABILITY

The Medicaid Program is required by federal and state regulations to utilize all third party sources and to seek
reimbursement for services that have been paid by Medicaid. “Third Party” is identified as an individual, institution,
corporation or public or private agency that is liable for payment of all or part of the medical cost of injury, disease
or disability of a Medicaid beneficiary.

Third Party Liability identifies Medicaid beneficiaries who have other medical insurance or payment sources that
must pay first. Medicaid is considered a “payor of last resort”. This means all other payment sources must pay
prior to Medicaid. These payment sources include but are not limited to health insurance, liability insurance, court
settlements and indemnity policies.

The Third Party Liability collections for State Fiscal Year 2008 were $20,713,217.19 for Health and Casualty
collections and $21,373,404.92 for Cost Avoidance (Cost Avoided Insurance Claims). The Third Party Liability

grand total savings to the Medicaid Program were $42,086,622.11.

UTILIZATION REVIEW

The Utilization Review Section of the Division of Medical Services is responsible for monitoring the quality of
medically necessary services delivered and protecting the integrity of both state-and federal funds supporting the
Medicaid Program. This section evaluates the medical necessity of delivered services assuring quality medically
necessary health care is delivered by eligible providers to Medicaid beneficiaries.

The Utilization Review Section is available to assist providers and beneficiaries regarding services. The Utilization
Review Section is continually seeking new methods:to eliminate waste and unnecessary services from the
Medicaid program while assuring quality health care is provided to Arkansas Medicaid beneficiaries.

WAIVER QUALITY ASSURANCE UNIT

The DMS Waiver Quality Assurance (QA) Unit is responsible for monitoring operation of various Medicaid waiver
and demonstration programs operated with approval from the Centers for Medicare and Medicaid Services
(CMS). The Waiver QA Unit assures compliance with CMS requirements for operating the waivers and
demonstrations. Activities include:

* Assisting operating agencies with development of new waivers and demonstrations

» Communicating and coordinating with CMS regarding waiver and demonstration activities and requirements
* Providing technical assistance to operating agencies regarding waiver and demonstration requirements and
compliance

+ Performing case reviews, data analysis, and oversight activities to help identify problems and assure
remediation for compliance with CMS requirements

» Developing QA strategies and interagency agreements for the operation and administration of waivers and

demonstrations.
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Unduplicated Beneficiary Counts and Vendor Payments by Age
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MEDICAID STAFFING COMPARED TO EXPENDITURES
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Source: HCFA2082; Medicaid Budget Reports
*Staff detail in above Chart reflects DMS filled positions excluding OLTC staff



As the two previous graphs illustrate, growth in the Arkansas Medicaid program, both in terms of
expenditures and number of beneficiaries served, continues to outpace growth in staffing. We are
able to accomplish these results through better program management, increased use of technology,
and continued process improvements.

Arkansas Medicaid management and staff are committed to ensuring that all Medicaid-eligible
Arkansans have access to the best medical services possible. We work with providers and their
professional organizations across the state to increase the use of technology in the delivery and
administration of services, to identify and support use of the best evidence-based practices, and to
ensure access to those services in all areas of the state. We are proud of our 2008 Medicaid
program and look forward to an even better 2009!
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