DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

7500 Security Boulevard, Mail Stop 52-26-12
Baltimore, Maryland 21244-1850 CENTERS for MEDICARE & MEDICAID SERVICES

Center for Medicaid and CHIP Services

Mr. Peter J. Adams JAN 1 3 2012
Deputy Commissioner for CHIP and adultBasic

Pennsylvania Insurance Department

1142 Strawberry Square

Harrisburg, PA 17120-0001

Dear Mr. Adams:

Your tenth title XXI Children’s Health Insurance Program (CHIP) State plan amendment (SPA)
submitted on November 22, 2011, has been approved. This amendment makes changes that will
ensure the Federally Qualified Health Centers (FQHCs) and Rural Health Clinics (RHCs), under
section 2107(e)(1)(G) of the Social Security Act, will receive a reimbursement equivalent in
aggregate by federal fiscal year to the amounts of reimbursement each FQHC/RHC would have
received under the Medicaid Prospective Payment System (PPS). This change had an effective
date of July 1, 2011 but payments will be effective with dates of service on or after October 1,
2009. We appreciate your working with us to come into compliance with the new PPS
requirements.

Your title XXI project officer is Ms. Andrea Casart. She is available to answer questions
concerning this amendment and other CHIP-related issues. Ms. Casart’s contact information is
as follows:

Centers for Medicare & Medicaid Services
Center for Medicaid and CHIP Services
"Mail Stop S2-01-16

7500 Security Boulevard

Baltimore, MD 21244-1850

Telephone: (410) 786-0742

Facsimile: (410) 786-5882

E-mail: Andrea.Casart@cms.hhs.gov

Official communications regarding program matters should be sent simultaneously to Ms. Casart
and to Mr. Francis McCullough, Acting Associate Regional Administrator in our Philadelphia
Regional Office. Mr. McCullough’s address is:

Centers for Medicare & Medicaid Services

Division of Medicaid and Children’s Health Operations
Suite 216, The Public Ledger Building

150 Independence Mall West

Philadelphia, PA 19106
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If you have additional questions, please contact Ms. Victoria Wachino, Director, Children and
Adults Health Programs Group at (410) 786-5647.

We look forward to continuing to work with you and your staff.

f)tmfw A

Cindy Mann
Director

Sincerely,

cc: Francis McCullough, Acting ARA, CMS Region III, Philadelphia



TEMPLATE FOR CHILD HEALTH PLAN UNDER TITLE XXI OF THE SOCIAL SECURITY
ACT CHILDREN’S HEALTH INSURANCE PROGRAM

(Required under 4901 of the Balanced Budget Act of 1997 (New section 2101(b)))

State/Territory: Pennsylvania
(Name of State/Territory)

As a condition for receipt of Federal funds under Title XXI of the Social Security Act, (42 CFR,
457.40(b))

(Signature of Governor, or designee, of State/Territory, Date Signed)

submits the following Child Health Plan for the Children’s Health Insurance Program and hereby agrees
to administer the program in accordance with the provisions of the approved Child Health Plan, the
requirements of Title XXI and XIX of the Act (as appropriate) and all applicable Federal regulations and
other official issuances of the Department.

The following State officials are responsible for program administration and financial oversight (42 CFR
457.40(c)):

Name: Michael Consedine Position/Title: Insurance Commissioner
Name: Peter Adams Position/Title: Executive Director
Name: Position/Title:

*Disclosure. According to the Paperwork Reduction Act of 1995, no persons are required to
respond to a collection of information unless it displays a valid OMB control number. The valid
OMB control number for this information collection is 09380707. The time required to complete
this information collection is estimated to average 160 hours per response, including the time to
review instructions, search existing data resources, gather the data needed, and complete and
review the information collection. If you have any comments concerning the accuracy of the time
estimate(s) or suggestions for improving this form, write to: CMS, 7500 Security Blvd., Attn: PRA
Reports Clearance Officer, Mail Stop C4-26-05, Baltimore, Maryland 21244-1850.



1.4 Provide the effective (date costs begin to be incurred) and implementation (date
services begin to be provided) dates for this SPA (42 CFR 457.65). A SPA may
only have one effective date, but provisions within the SPA may have different
implementation dates that must be after the effective date.

Original Plan
Effective Date: May 28, 1998

Implementation Date: June 1, 1998

SPA #10 - Purpose of SPA: This amendment is intended to bring Pennsylvania
into compliance with section 503 of CHIPRA, which amends section 2107(e)(1)
of the Act to make section 1902(bb) of the Act applicable to CHIP in the same
manner as it applies to Medicaid. Section 1902(bb) governs payment for federally
qualified health centers (FQHCs) and Rural Health Clinics (RHCs).

Proposed effective date: October 1, 2009
Proposed implementation date: October 20, 2011

3.1.  Delivery Standards Describe the methods of delivery of the child health assistance using
Title XXI funds to targeted low-income children. Include a description of the choice of financing
and the methods for assuring delivery of the insurance products and delivery of health care
services covered by such products to the enrollees, including any variations. (Section 2102)(a)(4)
(42CFR 457.490(a))

[] Check here if the State child health program delivers services using a managed care
delivery model. The State provides an assurance that its managed care contract(s) complies with
the relevant provisions of section 1932 of the Act, including section 1932(a)(4), Process for
Enrollment and Termination and Change of Enrollment; section 1932(a)(5), Provision of
Information; section 1932(b), Beneficiary Protections; section 1932(c), Quality Assurance
Standards; section 1932(d), Protections Against Fraud and Abuse; and section 1932(e), Sanctions
for Noncompliance. The State also assures that it will submit the contract(s) to the CMS’
Regional Office for review and approval. (Section 2103(f)(3))

CHIP benefits are provided on a statewide basis using a managed care model through nine
insurers. The insurers are Blue Cross and/or Blue Shield entities, subsidiaries or affiliates of
Blue Cross and/or Blue Shield entities, Health Maintenance Organizations (HMO), or risk-
assuming gatekeeper Preferred Provider Organizations (PPO). All enrollees are provided the
same Act 68 consumer protections. (Act 68 of 1998 is the state law that outlines requirements for
managed care plans in Pennsylvania, many of those mirroring the requirements of Section 403 of
CHIPRA.) Enrollees do have the option to terminate enrollment or voluntarily transfer from one
contractor to another as required by Section 2103(f)(3) (incorporating section 1932(a)(4) (42
U.S.C. 81396u-2(a)(4)).

Effective with dates of service on or after October 1, 2009, Pennsylvania will ensure the



Federally Qualified Health Centers (FQHCs) and Rural Health Clinics (RHCs) will receive a
reimbursement equivalent in aggregate by federal fiscal year to the amounts of reimbursement
each FQHC/RHC would have received under the Medicaid Prospective Payment System (PPS).
This is the result of Section 503 of the CHIP Reauthorization Act of 2009 (CHIPRA) which
amended section 2107(e)(1) of the Social Security Act to make section 1902(bb) of the Social
Security Act applicable to CHIP in the same manner as it applies to Medicaid.

Under this provision of CHIPRA, Pa CHIP will ensure that payments to each FQHC and RHC
for services provided on and after October 1, 2009 to PA CHIP covered children are at least
equal in aggregate by federal fiscal year by date of service to the amount that would have been
paid to that FQHC/RHC if Pa CHIP reimbursement had been consistent with Medicaid
prospective payment principles. PA CHIP will make supplemental payments to these providers
in the amount of any underpayment difference, if any, between the aggregate payments received
by the FQHC or RHC from the MCOs and the aggregate amount to which the FQHC or RHC
would otherwise be entitled for the Pa CHIP covered services under the State’s Medical
Assistance prospective payment methodology.

The Pa CHIP program will calculate the supplemental PPS payments using the utilization and
reimbursement data available on a quarterly basis. However, subsequent calculations of the
appropriate supplemental PPS payments to FQHCs and RHCs may result in revisions to the
initial calculations of supplemental PPS payments based upon the initial, available utilization and
reimbursement data and the earlier supplemental PPS payments. CMS guidance specifies
determinations of supplemental PPS payments at least every 4 months, and this may result in
revisions to the earlier supplemental PPS payments. The timing specified by CMS of the
determinations precludes waiting for claims run-out and other factors to be complete before
definitive supplemental payments are calculated and paid to the FQHCs and RHC:s.

Pa CHIP will eventually calculate the aggregate supplemental PPS payment due to each FQHC
and RHC during the course of each federal fiscal year (i.e., October 1* through the following
September 30™) by date of service using all reported claims and encounters paid/processed by
one year after the end of the federal fiscal year. This may result in the reduction of earlier Pa
CHIP supplemental PPS payments. In fact, this may necessitate that an FQHC or RHC return
some or all of a prior Pa CHIP supplemental PPS payment.

In the process of calculating the difference of what a center might be paid based upon the
difference, if any, between the aggregate payments received by the center from the MCOs and
the aggregate amount to which the FQHC or RHC would otherwise be entitled, we recognize the
need to add the vaccine product costs as an additional “allowable cost” as PA CHIP children are
not currently covered under the Vaccines for Children program and, therefore, vaccine product
costs are not included in Pa Medical Assistance’s PPS calculations.

9.10. Provide a one year projected budget. A suggested financial form for the budget is
attached. The budget must describe: (Section 2107(d)) (42CFR 457.140)
e Planned use of funds, including --
- Projected amount to be spent on health services;
- Projected amount to be spent on administrative costs, such as outreach, child health



initiatives, and evaluation; and
- Assumptions on which the budget is based, including cost per child and expected
enrollment.

e Projected sources of non-Federal plan expenditures, including any requirements for
cost-sharing by enrollees.

SCHIP Budget

STATE: Pennsylvania FFY Budget
Federal Fiscal Year 2012

State's enhanced FMAP rate 68.55%
Benefit Costs

Supplemental PPS Payments (see note 1) 1,200,000
Managed care 447,182,772
per member/per month rate 188.77
Additional Dental Payments 750,000
Total Benefit Costs 449,132,772
(Offsetting beneficiary cost sharing

payments) 16,162,472
Net Benefit Costs 432,970,300

Administration Costs

Personnel 1,757,000
General administration 5,062,000
Information Technology 3,700,000
Contractors/Brokers

Claims Processing

Outreach/marketing costs 1,500,000
Other

Total Administration Costs 12,019,000
10% Administrative Cap 48,107,811
Federal Share (see note 2) 305,059,515
State Share 139,929,785
Total Costs of Approved SCHIP Plan 444,989,300

The Source of State Share Funds: (see note 3)

Notes:

1. Supplemental payments to Federally Qualified Health Centers and Rural Health Clinics to
fulfill requirements of the CHIP Reauthorization Act of 20009.

2. The federal matching rate for ongoing IT maintenance caused by the CHIP Reauthorization
Act of 2009 ($300,000) is assumed to be at 75%. The federal matching rate for all other
expenses is assumed to be 68.55%.



3. Sources of nonfederal funds are the state's general fund, a portion of a state tax on cigarettes,
and co-premiums paid by enrollees.

4. Estimates are based on an average enrollment of 197,409.
Comment: Although not reflected in the above budget numbers, if the possibility again arises to

use a federal matching rate of 90% for IT development and 75% federal matching rate for IT
maintenance, we will modify the proposed budget to reflect those matching rates.



