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MEDICAID PROGRAM OVERVTEW

Medicaid is a joint federal-.sfafe program of medical assisfa nce for
eligible individuals based on financial need and/or heatth sfafus.

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

ADMINISTRATION
Arkansas Medicaid was implemented on January 1, 1970.

o DHHS 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.

. The Centers for Medicare and Medicaid Services (GMS) 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
lndividuals are certified as eligible for Medicaid Services by DHHS Field Staff located in County Offices
or 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 ttre 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.

o Arkansas funds approximately 25.98% of Arkansas Medicaid Program-related Costs; the
federal government funds approximately 74.02%. State funds are drawn from direcly
appropriated state general revenues, license fees, drug rebates, recoveries and the Medicaid
Trust Fund.

. Administrative Costs for Arkansas Medicaid are generally funded 50% by Arkansas and 50%
by the federal government; some specialized enhancements are funded TSYo or g0% by the
federal government.

SFRY'CTS
Services may be rendered by both private and publie providers.

. Mandatory $*rviess are required by the federal government.

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

Department of Health and Human Services
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Program Gosts
State tr'iscal Total Unduplicated Averagc
Year (SFY) (in nill) Recbients Cost

ARKANSAS MEDICATI)

Arkansas Economics (SFY06)

Personal Healthcare Expenditures in AR $16.7 billion
State of Arkansas Budget $17.96 billion

State General Revenue Funded Budget $3.82 billion

Medicaid Represents

18.8%2000

2001

2002
2003

2404
2005
2096

2007

$1,631 498,669 $3,271

$1,852 535,322 $3,460

92,293 582,379 $3,937
s2,464 46,036 $1,936
g2,7ll 663,920 $4,083
$3,006 688,150 $4,368
$3,137 729,800 $4,2S

17.5%

14.5y"

$3,357 $4,323

Average Cost per prescription in

SFY()6 was approximately $67.00

SFY07 Medicaid Operating Budget

(millions)
General Revenue $555.2

Other Revenue 5145.4

Quality Assurance Fee $60.6

Trust Fund $78.6

Federal Revenue j2,5l7A
Total Program $3,357.2

The medical cost for 607o

ofall babies born to Arkansas

residents is paid for by Medicaid

Nledicaid has approx. 27,000 actively
ENROLLED providers,

approx. 12,000 (44.4'/o) are
PARTICIPATING Providers

Department of Health and Human Services
Division of Medical Services

Arkansas Population*
AllAges

ElderlY
Adult (20 - 6a)

Children (19 and under)

2,779,154
38 1,106

l,616,092
755,431

% population served by Medicaid

270/o

17%

14%

g 2'/n

*Source: Economic Analysis and Tax Research, DFA

€-*

il
@

leffiia&/,
ffi 75.42o/o of all Nursing Home residents in SFY06 were Medicaid Eligible
l{FRfu

Special Care
3j%

Buy in
3.7% Mental Health

10.8%

Private NH
15.6%

E Special Care includes IIome Health, Private Duty Nursing, Personal Care and Hospice Services,

E Transportation includes emergency and non-emergency.

E Olher includes yendor contracts, Medicare co-pay and deductibles, and other adjustments.
IBuy-in includes Medicare premiums.

30,327,298 claims were processed in SFY06
Average processing time was 2.4 days

Provider Communications handled approximately 139,089 telephone inquiries in SFY06

Total Medicaid Expenditures

Public NH
4.8%

SFY 2006
Physician Dental

1j%
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Arleansas Medic aid ( Continued)

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

income at or below 200% of the FPL
Evidence Based Prescription Druq Proqram

A program utilized by the DMS Pharmacy unit providing the best selection of prescription
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 veriff PA eligibility by reading a

recipient's Medicaid profile including medications, procedures, and diagnosis at the Point of Sale
lf criteria are met. a PA is

Automated Eliqibilitv Verification & Claims Submission
Svstem AEVCSI

Enables providers to electronically confirm each patient's eligibility & submit
claims

Assisted Livincr
This waiver offers certain individuals an
alternative to remaining in their private

Department of Health and Human Services
Division of Medical Services
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Arhansas Medic aid Serut ces

Seruices Manda,ted by Federal Gouernment:

r Ghild Health Services (Early and Periodic i
Screening, Diagnosis and Treatment [EPSDT]) .

r Family Planning I
r Federally Qualified Health Centers (FOHC) |
r Home Health
r Hospital, Inpatient and Outpatient
r Laboratory and X-Ray

Approued Medicaid Waiuers:
Alternatives for Adults with Physical Disabilities
AR HealthNet
ARKids First-B
Division of Developmental Disabilities Alternative
Community Services

Optional Serices Chosen by Arhansas:
* Ambulatory Surgical Center Services
* Audiological Services (Under Age 21)
* Certified Registered Nurse Anesthetist (CRNA)
* Child Health Management Services (CHMS)

(Under Age 2l)
* ChiropracticServices
* Dental Services (UnderAge 2l)
* Developmental Day Treatment Glinic Services

(DDTCS) (Preschool and Age 18 or Older)
+ Developmental Rehabilitation Services (Under

Age 3)
Domiciliary Gare Services
Durable Medical Eguipment
End€tage Renal Disease {ESRD) Facility
Services
Hearing Aid Services (UnderAge 21)
Hospice Services
Hyperalimentation Services
Inpatient Psychiatric Services Under Age 21
Intermediate Care Facility Services for Mentally
Retarded
Licensed Mental Health Practitioner Services
(Under Age 21 )
MedicalSupplies
Nursing Facility Services (Under Age 21)
Occupational, Physical, Speech Therapy
Services (UnderAge 21)
Orthotic Appliances
Personal Care Services
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
t Radiation Therapy Genter
..'. Rehabilitative Hospital Services

Department of Health and Human Services page 4
Division of Medical Services

Medical and Surgical Services of a Dentist
Nurse Midwife
Nurse Practitioner (Family and Pediatric)
Nursing Facility Services (Age 2{ or Older)
Physician
Rural Health Clinics

IndependentChoices
Living Choices Assisted Living
Non -Emergency Trans portation
TEFRA
Women's Health (Family Planning)

Rehabilitative Services for Persons with Mental
lllness (RSPMI)
Rehabilitative Seryices for Persons with
Physical Disabilities (RSPD) (Under Age 21)
Rehabilitative Services for Youth and Children
(RSYC) (Under Age 21)
Respiratory Care Services (Under Age 21)
School-Based Mental Health Services (Under
Age 21)
Targeted Gase Management for Pregnant
Women
Targeted Case Management Beneficiaries Age
60 and Older
Targeted Case Management for Benficiaries of
Children's Services (Under 2l)
Targeted Case Management for Beneficiaries
of Children's Services who are SSI
Targeted Case Management for Beneficiaries
in the Division of Children and Family Services
(Under Age 21)
Targeted Case Management for Beneficiaries
in the Division of Youth Services (Under Age
211
Targeted Gase Management for Beneficiaries
Age 21 and under with a Developmental
Disability
Targeted Case Management for Beneficiaries
Age 22 and overwith a Developmental
Disability
Targeted Case Management Services for other
Beneficiaries Under Age 21
Transportation Services (Ambulance, Non-
Emergency)
Ventilator Equipment
VisualServices

I
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*
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Arhansas Medicaid Seruices

Major Benefit Limitations on Seruices for Adults (age 21 and
older):

the following: certified nurse midwife, physician, medical services provided by a
dentist, medical services furnished by an optometrist, and Rural Health Glinics.

state fiscal year. Family planning visits are not counted toward other service
limitations.

except for EPSDT beneficiaries.

planning prescriptions are not counted against benefit limit; unlimited
prescriptions for nursing facility beneficiaries and EPSDT beneficiaries under age
2{). Extensions will be considered up to a maximum of six (6} prescriptions per
month for beneficiaries at risk of institutionalization. Beneficiaries receiving
services through the Independent Ghoices waiver may receive up to nine (9i
medically necessary prescriptions per month.

beneficiaries and certain organ transplant patients.

hospitalstay.

for the first Medicaid covered day of inpatient hospital services and must also pay
co-insurance for some additional services.

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 I nform ation fo r C hil dren's S eruic e s:

Medicaid covered day of inpatient hospitalservices and must also pay co-
insurance for some outpatient services.

and also must pay co-payments for some outpatient services.

premium.

Any and all exceptions to benefit limits are based on medical necessitv.

Department of Health and Human Services
Division of Medical Services
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Arkansas Medicaid

Long Term Care

Program Benefit
SFYO6

Expenditures

lCF, Infants and Ghildren,

$17,737,260
Private Nursing Home,

$490,292,174

Total Medicaid Program Long Term Gare,

$656,673,286 ; 21%

Hospital/Medical

J5286,119,920

I$s3,EE8,289

E $33?,?85,63?

Department of Health and Human Services
F)irricinn nf lrladieel Senrines

l$96,E6E,105

o$41,308,420

tr $119,820,414

534,s93,079

4s13,362,764

I $17,t t4,193

l$473,655,004

lCase Management

I Clinis/Programs

IDDS

tr Dental

I EPSDT

E Family Planning

I Hospital, Inpatient

tr Hospital, Outpatient

I ln Home/Personal Care Serv

E Institutional Psych.

I Laboratoryr(-Ray

E llledicare Buy-ln/Crossovers

IOther

trOiher Care Seruices

6Oiher Practitioners

I Physician

E Seruices to EJderiy/Disabled

lTherapy

ETransportation
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Benton
$77,274,600
$3,280,3s9

Adiusted Paid Glaims By County SFY 2006
ClaY

$18,560,s21
$489,700

I Medicaid Expenditures
* ARKids B Expenditures

Union
$48,886,710

$1,007,750

DHHS: Division of Medical Servies
Medicaid Decision SuPPort SYstem

*Does not include cost settlements

Cleburne
$20,377,166

$E41,046

White
$58,877,643

$2,14E,880

Cross
$21,084,317

$632,31 7

1 13,306,736

$86,441,377

$3,268,768

Polk
$17,086,929

$7,|0,768 Arkansas
$20,755,1 37

$42',t,248

Claims-Total

E zoo,ooo,oot to 360,000,000 (1)

I os,ooo,oot to 85,ooo,ooo (5)

n 2o,ooo,oo1 to 35,ooo,ooo (12)

n te,ooo,oot to 2o,ooo,ooo (27)

n oto 13,ooo,ooo (31)
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MEDICAID ENROLLEES
Family Gaseload By Aid Type

Average Enrollees SFY02 Average Enrollees SFY06

Aid Catesories

Supplemental Security Income
Aid to Families with Dependent Children
Aid to the Aged, Blind and Disabled
Medically Needy

Qualified Medicare Beneficiary
Under Age 18

Foster Care
Family Planning

I ARKids B ARkids Group
r PW Adults Pregnant Women
r PW Children Low-Income Children

There was an average of 9 enrolled refugees per month in SFY02 and 0.6 per month in SFY06.

Source: Division of County Operations

Aces lM 2414

r SSI
@ AFDC
tr AABD
rMN
I QMB
r u-18
tr IFC
NFP

(o
(rr-

o)
CO

I
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Hospital
$1 1,245,931

17%

lid.} #d. il

$tn;.*:

Physician
Services

$15,150,951
22%

Pharmacy
$17,601,543

26%
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Dental
$6,189,618

s%

{yl
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Enrollees by Age for Arkansas l
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Enrollees by Gounty
SFY 2006

Columbia
7,499

797

Source: DHHS; Division of Medicat Services
Medicaid Decision Support System

*Unduplicated Count for the Sfafe Frsca t year

Washington
35,487
5,769

5,111 I | 5,400
1,145 I | 813

St. Francis
10,518gg1 ,t' perry

Arkansas
5,405

Jefferson
25,152
2,879

Polk
5,796

1,124

Dallas
2,748

324

Calhoun
1,384

rrri""i""ippA
17,475 \
2,o2?:/"

Medicaid Enrollees*
ARKids B Enrollees"

Total # of Medicaid Enrollees

E so,ooo ro l oo,ooo
I z,soo to 5o,ooo
lI s,ooo to 7,500
n z,soo to 5,ooo
tl o to 2,soo

(1)
(25)
(20)
(23)

(7)



OFFICE OF LONG TERM CARE

The office of Long Term care prior authorizes nursing facility services and inspectJ

3:il:'?::?^:,1'1".::19":l care standards are met as required by Feoerar Medicare,state Medicaid' and state Licensure Programs. Long Term iare faciiities include NursingFacilities, Skilled Nursing Facilities, Intermediate care Facilities for the Mentally Retarded,Residential care Facilities, Adurt Day care Facilities, and Assisted Living Facililies.

Fa.ilif;-
Huar hiehphcDi lo &d ICFm IcFtrR rrLnt

Fa.illtf
Humn Dor.hpb.ht r0 kd rCBMR ICFmIrfrnt

Department of Health and Human Services
Tli\/icinn .f [\rpdi.al Scruiecs
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MEDICAL ASSISTANCE UNIT

Medical Assistance Section is responsible for enrolling providers in the Medicaid and the ARKids First Programs. At the end
SFY 2006' more than 27n000 providers were enrolled in the aforementioned programs of which approximately 8,600 of the

nrolled providers included physicians and physician groups.

Medical Assistance Section also responds to concerns and questions of providers and recipients of Medicaid and ARKids
s. In SFY 2006, there were68,727 telephone inquiries handled in all Assistance Sections including the Early Periodic,
ng' Diagnosis and Treatment (EPSDT) program and other Medical Assistance Units with over 21,600 of those inquiries

handled by the Program Communications Unit.

The ARKids Program for Arkansas children has become a model for similar programs in other states. Dental and Visual
programs are other areas administered by the Medical Assistance Section.

sFy 2006 sFy 2005 sFy 2004 sFy 2003 sFy 2002
Telephone

lnquiries 68,127 72,621 86,937 93,917 80.914
\Yritten
Correspondence 1,436 3,754 3,737 3,671 3,02f
Fair
Hearings 341 355 358 322 315

PHARMACY

Prescription Drug Program, which is an optional Medicaid benefit, was implemented in Arkansas in 1973. Under this
program' eligible recipients may obtain prescription medication through any of the 813 enrolled pharmacies in the state. During
SFY 2006' a total of441,310 Medicaid recipients used their prescription drug benefits. A total of5.7 million prescriptions were
reimbursed by Arkansas Medicaid for a cost of $382 million dollars thus making the average cost per prescription approximately

7' Anaveragecostforabrandnameprescriptionwas$l0gdollars,althoughrepresenting50T.oftheclaims,itaccountedfor
7o of our expenditures. The average cost for a generic prescription was $24 dollars, representing 50o/o of Arkansas' claims and

for lSoh of Arkansas' expenditures.

Prescription Drug Program restricts each recipient to a maximum of three prescriptions per month, with the capability of
ting up to six prescriptions by PA, except for recipients under 21 and certified Long Term Care recipients wbo receive

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 Nlodernization Act of 2003 rather than through Arkansas Medicaid.

Medicaid reimbursement for prescription drugs is based on 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 CilIS. 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 Health and Human Services
Division of Medical Services Page 12



PROGRAM PLANNING AND DEVELOPMENT

Program Planning and Development (PPD) Section develops and maintains the State's Medicaid Plan and the

Statets Child Health Insurance Program Plan. This section writes separate provider policy manuals for each of the

forty-four (44) 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 serwices, benefit limits, benefit extension procedures, prior
approval requirements, and trilling 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
recipients and protecting the integrity ofboth 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 (SURs)
. Paymeut Error Rate Measurement (PERM)

PERM unit is responsible for coordinating and performing recipient etigibility in conjunction with the CMS

to determine the payrnent error rate in the Medicaid program.

During state fiscal year 2006, the Program Integrity Section conducted 81 on site reviews identifying $223,172 in
provider overpayments and collected $174,508 in provider overpayments'

Department of Health and 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

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

& 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 MIVIIS

Department of Health and Human Services
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THIRD PARTY LIABILITY

Third Party Liability identifies Medicaid recipients who have other rnedical insurance or payment sources that must
pay first. These sources include health and liability insurance, court settlements, and absent parents. Federal and
state statutes require Medicaid agencies to pursue Third Party Liability to reduce medical assistance payments.
Collections for SFY 2006 were $16,171,781.00. The amount cost avoided for SFY 2006 was 512,071,628.46. Grand
total savings for SFY 2006 were $28,243,409.46.

Department of Health and Human Services
Division of Medical Services Page 15

UTILIZATION REVIEW

Utilization Review Section of the Division of Medical Services is responsible for monitoring the quality of
medically necessary services delivered and identifying possible fraud or abuse. This section assures 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 tltilization Review Section
is continually seeking new methods to eliminate waste and unnecessflry services from the Medicairl program while assuring quality
health care is provided to Arkansas Medicaid beneficiaries.

WAIVER QUALITY ASSURANCE UNIT

DMS Waiver Quality Assurance (QA) Unit is responsible for monitoring operation of various Medicaid rvaiver
and demonstration programs operated with approval from the Centers for Medicare and Medicaid Services (CMS).

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 requirernents and
pliance

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

Developing QA strategies and interagency agreements for the operation and administration of waivers and
onstrations.
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Unduplicated Recipient Counts and Vendor Payments by Age
SFYO6

Total Vendor Payments

$1,500,000,000
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Totals do not include cost settlements
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Average Vendor Payment Per Recipient
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MEDICAID STAFFING COMPARED TO EXPENDITURES
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MEDICAID UNDUPLICATED RECIPIENTS COMPARED TO EXPENDITURES
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Source: HCFA2082; Medicaid Budget Reports

"Staff detail in above Chart reflects DMS filled positions excluding OLTC staff
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