DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services C M S
7500 Security Boulevard, Mail Stop S2-26-12

Ba]tlmore, Maryland 21244_ 1 850 CENTERS FOR MEDICARE & MEDICAID SERVICES

February 12, 2026

Ms. Meredith Nichols

Med-QUEST Division Administrator

State of Hawaii, Department of Human Services
601 Kamokila Blvd., Room 518 PO Box 700190
Kapolei, HI 96709-0190

Dear Ms. Meredith Nichols:

In accordance with 42 CFR 438.6(c), the Centers for Medicare & Medicaid Services (CMS) has
reviewed and is approving Hawaii’s submission of a proposal for a state directed payment (SDP)
under Medicaid managed care plan contract(s). The proposal was received by CMS on October
17, 2025, and a final revised preprint was received on January 30, 2026. The proposal has a
control name of HI VBP.Fee IPH.OPH_Renewal 20260101-20261231.

CMS has completed our review of the following Medicaid managed care SDP(s):

e Pay for performance arrangement established by the state for public and private hospitals
as defined in the preprint for the rating period covering January 1, 2026 through
December 31, 2026, incorporated in the capitation rates through a separate payment term
up to $103.5 million;

e Uniform dollar increase established by the state for safety net hospitals owned and
operated by a government agency for the rating period covering January 1, 2026 through
December 31, 2026, incorporated in the capitation rates through a separate payment term
up to $78.47 million;

e Uniform percentage increase established by the state for inpatient and outpatient hospital
services within privately-owned hospital provider classes for the rating period covering
January 1, 2026 through December 31, 2026, incorporated in the capitation rates through
a separate payment term up to $241.69 million; and,

e Minimum and Maximum Fee Schedule established by the state for in-state general acute
hospitals and children’s hospital services within in-state general acute hospital provider
classes for the rating period covering January 1, 2026 through December 31, 2026,
incorporated in the capitation rates through a risk-based rate adjustment.

Based on CMS’s preliminary determination, the total amount of $423,660,000 in the previously
approved SDP proposal for HI VBP.Fee IPH.OPH Renewal 20250101-20251231 likely
qualified for the temporary grandfathering period in section 71116(b) of the Working Families
Tax Cut (WFTC) legislation (Public Law 119-21). CMS is preparing a notice of proposed
rulemaking to revise 42 CFR part 438 as required under section 71116. CMS acknowledges that
this determination is preliminary in nature and policies will be finalized as part of notice and
comment rulemaking. CMS will enforce all federal requirements, including section 71116, and
CMS’s assessment may be revised if further information is identified that alters the initial
assessment.
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Until the phase down required by section 71116 begins, the total dollar amount of a
grandfathered SDP (as specified in item 4 of the previously approved calendar year 2025 SDP
preprint form) cannot increase and a state cannot increase this total dollar amount under any
change or revision to the grandfathered SDP, including an amendment to the SDP, or subsequent
renewal SDP for a future rating period. For rating periods beginning on or after January 1, 2028,
grandfathered SDPs must comply with the specified phase down requirements.

This letter satisfies the regulatory requirement in 42 CFR 438.6(c)(2) for SDPs described in 42
CFR 438.6(c)(1). This letter pertains only to the actions identified above and does not apply to
other actions currently under CMS’s review. This letter does not constitute approval of any
specific Medicaid financing mechanism used to support the non-federal share of expenditures
associated with these actions. All relevant federal laws and regulations apply. CMS reserves its
authority to enforce requirements in the Social Security Act and the applicable implementing
regulations.

The state is required to submit contract action(s) and related capitation rates that include all
SDPs, including those that do not require written prior approval as specified in 42 CFR
438.6(c)(2)(1). Additionally, all SDPs must be addressed in the applicable rate certifications.
CMS recommends that states share this letter and the preprint(s) with the certifying actuary.
Documentation of all SDPs must be included in the initial rate certification as outlined in Section
I, Item 4, Subsection D, of the Medicaid Managed Care Rate Development Guide. The state and
its actuary must ensure all documentation outlined in the Medicaid Managed Care Rate
Development Guide is included in the initial rate certification. Failure to provide all required
documentation in the rate certification will cause delays in CMS review.

Approval of this SDP proposal for the applicable rating period does not preclude CMS from
requesting additional materials from the state, revision to the SDP proposal design, or any other
modifications to the proposal for this rating period or future rating periods, if CMS determines
that such modifications are required for the state to meet relevant federal requirements.

If you have any questions concerning this letter, please contact
StateDirectedPayment@cms.hhs.gov.

Sincerely,

Digitally signed by JOHN
‘JOHN F F.GILESJR -S

Date: 2026.02.12
GILES JR -S (557500500

John Giles
Director, Managed Care Group
Center for Medicaid and CHIP Services


https://www.medicaid.gov/medicaid/managed-care/guidance/rate-review-and-rate-guides/index.html
mailto:StateDirectedPayment@cms.hhs.gov
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Section 438.6(c) Preprint

42 C.F.R. § 438.6(c) provides States with the flexibility to implement delivery system and
provider payment initiatives under MCO, PIHP, or PAHP Medicaid managed care contracts (i.e.,
state directed payments). 42 C.F.R. § 438.6(c)(1) describes types of payment arrangements that
States may use to direct expenditures under the managed care contract. Under 42 C.F.R. §
438.6(c)(2)(i1), contract arrangements that direct an MCO's, PIHP's, or PAHP's expenditures
under paragraphs (c)(1)(i) through (c)(1)(i1) and (c)(1)(iii)(B) through (D) must have written
approval from CMS prior to implementation and before approval of the corresponding managed
care contract(s) and rate certification(s). This preprint implements the prior approval process and
must be completed, submitted, and approved by CMS before implementing any of the specific
payment arrangements described in 42 C.F.R. § 438.6(c)(1)(1) through (c)(1)(i1) and (c)(1)(iii)(B)
through (D). Please note, per the 2020 Medicaid and CHIP final rule at 42 C.F.R. §
438.6(c)(1)(ii1)(A), States no longer need to submit a preprint for prior approval to adopt
minimum fee schedules using State plan approved rates as defined in 42 C.F.R. § 438.6(a).

Submit all state directed payment preprints for prior approval to:
StateDirectedPayment@cms.hhs.gov.

SECTION I: DATE AND TIMING INFORMATION

1. Identify the State’s managed care contract rating period(s) for which this payment
arrangement will apply (for example, July 1, 2020 through June 30, 2021):
January 1, 2026 - December 31, 2026

2. Identify the State’s requested start date for this payment arrangement (for example,
January 1, 2021). Note, this should be the start of the contract rating period unless this
payment arrangement will begin during the rating period. January 1, 2026

3. Identify the managed care program(s) to which this payment arrangement will apply:
This pre-printaffectshospitalpaymentdor servicessoveredby the QUEST-IntegratiorfQI) program.
4. Identify the estimated total dollar amount (federal and non-federal dollars) of this state

directed payment: $423.66M
a. Identify the estimated federal share of this state directed payment: $308.31M

b. Identify the estimated non-federal share of this state directed payment: $115.35lv

Please note, the estimated total dollar amount and the estimated federal share should be
described for the rating period in Question 1. If the State is seeking a multi-year approval
(which is only an option for VBP/DSR payment arrangements (42 C.F.R. § 438.6(c)(1)(i)-
(ii))), States should provide the estimates per rating period. For amendments, states
should include the change from the total and federal share estimated in the previously
approved preprint.

5. Is this the initial submission the State is seeking approval under 42 C.F.R. § 438.6(c) for
this state directed payment arrangement? [ ] Yes [-] No


mailto:StateDirectedPayment@cms.hhs.gov
mailto:StateDirectedPayment@cms.hhs.gov
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6. If this is not the initial submission for this state directed payment, please indicate if:

a. [] The State is seeking approval of an amendment to an already approved state
directed payment.

b. [-] The State is seeking approval for a renewal of a state directed payment for a new
rating period.

i. If the State is seeking approval of a renewal, please indicate the rating periods
for which previous approvals have been granted:

This preprinthasbeenapprovecby CMS for theCY 2023,CY 2024,andCY 2025ratir 1eCY 2025preprintis the “grandfat 1.R. 1 andperCM:

c. Please identify the types of changes in this state directed payment that differ from
what was previously approved.

[] Payment Type Change
[] Provider Type Change
[w] Quality Metric(s) / Benchmark(s) Change
[=] Other; please describe:

Updatedheamountgivennewdata.
No changes from previously approved preprint other than rating period(s).

7. [=] Please use the checkbox to provide an assurance that, in accordance with 42 C.F.R. §
438.6(c)(2)(i1)(F), the payment arrangement is not renewed automatically.

SECTION II: TYPE OF STATE DIRECTED PAYMENT

8. Inaccordance with 42 C.F.R. § 438.6(c)(2)(i1)(A), describe in detail how the payment
arrangement is based on the utilization and delivery of services for enrollees covered
under the contract. The State should specifically discuss what must occur in order for the
provider to receive the payment (e.g., utilization of services by managed care enrollees,
meet or exceed a performance benchmark on provider quality metrics).

« DRG FeeScheduld®aymentArrangement
0 Hawaii's MCOswill he All DRG) f
provid 'f's MCOswith a imilar servi a Thi i i tilizati

CMSinits 19a.This

yof services.

« HospitalDirectedAccessPaymentrrangement
o A

ill directHawai idMCOsto apply
hospital aggregate:

«118.8%of Medi i i to exceedl00%of R).
+100.0%of R)
T hep bepaidoutover January2026-D T basecbn
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a. [m] Please use the checkbox to provide an assurance that CMS has approved the
federal authority for the Medicaid services linked to the services associated with the
SDP (i.e., Medicaid State plan, 1115(a) demonstration, 1915(c) waiver, etc.).

b. Please also provide a link to, or submit a copy of, the authority document(s) with
initial submissions and at any time the authority document(s) has been
renewed/revised/updated.

« DRG FeeScheduléePaymentArrangement

o Thestateplanamendmenauthoritythatdefinesthis providerclassis found here:
https://medQUEST.hawaii.gov/content/dam/formsanddocuments/med-QUEST/hawaii-state-plan/SPA_21-0011_Public_Notice_05-21-21_and_Attachment_4_19-A_pg_1-4 CLEAN_Redline.
uest.hawaii.gov/content/dam/formsanddocuments/plans-and-providers/HI-21-0011.pdf

o Thestateplanauthoritythatdefinesthis providerclassis found here:https://humanservices.hawaii.gov/wp-content/uploads/2017/12/4.19-A-from-Attachment-4-Rev.-07.2017 .pdf

o The 1115waiverauthorityfor theseservicescanbefoundhere:

https://medquest.hawaii.gov/content/dam/formsanddocuments/med-qt ion-1115- atior I-for-2024/1115_Demonstration_Application_Public_Comment_FINAL_101320

« HospitalDirectedAccessPaymentrrangement
o The 1115waiverauthorityfor theseservicescanbefoundhere:
https://medquest.hawaii.gov/content/dam/formsanddocuments/med-quest/section-1115-demonstration-renewal-for-2024/1115_Demonstration_Application_Public_Comment_FINAL_101320

* HHSCUniform Dollar Increases

o Thestateplanauthoritythatdefinesthis providerclassis found here:https://humanservices.hawaii.gov/wp-content/uploads/2017/12/4.19-A-from-Attachment-4-Rev.-07.2017.pdf
0 The1l15waiverauthorityfor theseservicescanbefoundhere:

https://medquest.hawaii.gov/content/dam/formsanddoct ts/med-qu ion-1115- atior I-for-2024/1115_Demonstration_Application_Public_Comment_FINAL_101320

« HospitalPayFor Performance
o The 1115waiverauthorityfor theseservicescanbefoundhere:
https://medquest.hawaii.gov/content/dam/formsanddocuments/med-qt ion-1115- atior I-for-2024/1115_Demonstration_Application_Public_Comment_FINAL_101320
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9. Please select the general type of state directed payment arrangement the State is seeking
prior approval to implement. (Check all that apply and address the underlying questions
for each category selected.)

a. [®] VALUE-BASED PAYMENTS / DELIVERY SYSTEM REFORM: In accordance with 42
C.F.R. § 438.6(c)(1)(1) and (i1), the State is requiring the MCO, PIHP, or PAHP to
implement value-based purchasing models for provider reimbursement, such as
alternative payment models (APMs), pay for performance arrangements, bundled
payments, or other service payment models intended to recognize value or outcomes
over volume of services; or the State is requiring the MCO, PIHP, or PAHP to
participate in a multi-payer or Medicaid-specific delivery system reform or
performance improvement initiative.

If checked, please answer all questions in Subsection I1A.

b. [=] FEE SCHEDULE REQUIREMENTS: In accordance with 42 C.F.R. §
438.6(c)(1)(ii1)(B) through (D), the State is requiring the MCO, PIHP, or PAHP to
adopt a minimum or maximum fee schedule for network providers that provide a
particular service under the contract; or the State is requiring the MCO, PIHP, or
PAHP to provide a uniform dollar or percentage increase for network providers that
provide a particular service under the contract. [Please note, per the 2020 Medicaid
and CHIP final rule at 42 C.F.R. § 438.6(c)(1)(iii)(A), States no longer need to
submit a preprint for prior approval to adopt minimum fee schedules using
State plan approved rates as defined in 42 C.F.R. § 438.6(a).]

If checked, please answer all questions in Subsection IIB.

SUBSECTION IIA: VALUE-BASED PAYMENTS (VBP) / DELIVERY SYSTEM
REFORM (DSR):

This section must be completed for all state directed payments that are VBP or DSR. This
section does not need to be completed for state directed payments that are fee schedule
requirements.

10. Please check the type of VBP/DSR State directed payment the State is seeking prior
approval for. Check all that apply, if none are checked, proceed to Section III.

Quality Payment/Pay for Performance (Category 2 APM, or similar)

Bundled Payment/Episode-Based Payment (Category 3 APM, or similar)
Population-Based Payment/Accountable Care Organization (Category 4 APM, or
similar)

Multi-Payer Delivery System Reform

Medicaid-Specific Delivery System Reform

Performance Improvement Initiative

Other Value-Based Purchasing Model

OOdn oo



Department of Health and Human Services

Section 42 C.F.R. § 438.6(c) Preprint January 2021

Centers for Medicare & Medicaid Services

11.

12.

Provide a brief summary or description of the required payment arrangement selected
above and describe how the payment arrangement intends to recognize value or outcomes
over volume of services. If “other” was checked above, identify the payment model. The
State should specifically discuss what must occur in order for the provider to receive the
payment (e.g., meet or exceed a performance benchmark on provider quality metrics).
HospitalPayFor Performance

In the CY2017ratedevelopmentthe Stateestablished payfor performancepool for privatehospitals Sincethen,a secondoayfor performanceool hasbeenestablishec
for public hospitals. Thetotal pay-for-performanceool includes$100.29million for the privateclassand$3.21million for the public class(consistentvith the
grandfathere€Y 2025preprint).Thefinal quality paymentpool distributionwill be basedeachfacility’s performancen variousquality metrics,usingthe methodologies
outlinedin Tablel. The Statewill directMedicaidmanagedareplansto distribute100%of the paymentpoolsfor eachclassfor the contractyear.Any unearnediollars

will bedistributedamongfacilities thatdemonstratadditionalimprovementérom baselineThe numberof metricsareexpectedo matureandexpandovertime,
transitioningfrom procesgo outcomemeasuressvariouseffortsthatadvancehe state’squality strategygoalsarefurtheredthroughthe pay for performancerogram.

In Table 1 below, identify the measure(s), baseline statistics, and targets that the State
will tie to provider performance under this payment arrangement (provider performance
measures). Please complete all boxes in the row. To the extent practicable, CMS
encourages states to utilize existing, validated, and outcomes-based performance
measures to evaluate the payment arrangement, and recommends States use the CMS
Adult and Child Core Set Measures when applicable.

TABLE 1: Payment Arrangement Provider Performance Measures

Measure Name Measure . ., | Performance 4
. Baseline® | Baseline Performance Notes
and NQF # (if Steward/ e Measurement
. 1 Year Statistic . 13 Target
applicable) Developer Period

Example: Percent | CMS CY 2018 9.23% Year 2 8% Example
of High-Risk notes
Residents with
Pressure Ulcers —
Long Stay
a‘30-Day PQM 2023 1.13 2026 1.11 Uses O:E

Readmissions ratio.
b‘Reducing ED [Hawai'i 2018 24.6% 2026 24.11%

Visits

- i 72.75 state 90th percentile
cgg igrl:tn':g fom |TJC 2023 four quarter 2026 natior?ally/
. avg improvement from

Discharge ' prior year
d‘girrﬁﬂljrﬁti;(zﬂgﬁgrtiz better) CMS 2023 83.0% 2026 84.6%

Percent Discharge to Acute

care (lower is better) 11.7% 7.4%
€. 7Siio Use of Opids - Concurrent o 2024 oot 185718 ] 2026 F — G set using proxy

e Hawar'i 2025 o 2026 Improvement | ... gaselines wil be

T 2025 = 2026 from prior year | finalized by fall 2026.

43.3%

1. Baseline data must be added after the first year of the payment arrangement
2. If state-developed, list State name for Steward/Developer.

3. If this is planned to be a multi-year payment arrangement, indicate which year(s) of the payment arrangement that performance

on the measure will trigger payment.
4. If the State is using an established measure and will deviate from the measure steward’s measure specifications, please
describe here. Additionally, if a state-specific measure will be used, please define the numerator and denominator here.



https://www.medicaid.gov/medicaid/quality-of-care/quality-of-care-performance-measurement/adult-and-child-health-care-quality-measures/index.html
https://www.medicaid.gov/medicaid/quality-of-care/quality-of-care-performance-measurement/adult-and-child-health-care-quality-measures/index.html
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13. For the measures listed in Table 1 above, please provide the following information:

a. Please describe the methodology used to set the performance targets for each

measure.
Hospital Pay For Performance

The performance targets for payout are set differently for each measure used
2026. MQD reviewed historic performance as well as national benchmarks wk
available to ensure that performance targets are reasonably expected to drive
improvements in quality.

b. If multiple provider performance measures are involved in the payment arrangement,
discuss if the provider must meet the performance target on each measure to receive
payment or can providers receive a portion of the payment if they meet the
performance target on some but not all measures?

Hospital Pay For Performance

Yes, providers can receive a portion of the payment if they meet some but not
measures. The overall pool of funds available is parsed among the measures
on distribution determined at the outset of each program year. Then, hospital:
independently work towards each of the measures. Hospitals also earn the al
amounts for each measure independently of their performance on other meas

c. For state-developed measures, please briefly describe how the measure was
developed?
Hospital Pay For Performance

MQD worked with the Healthcare Association of Hawaii as well as Hospital le:
to develop and refine the specifications for the measure for ED visits and HRS
Screening. The ED measure was modeled after similar measures used in pee
reviewed literature to evaluate frequency of ED use, and the HRSN measure
developed to align with the Accountable Health Communities screening tool.
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14. Is the State seeking a multi-year approval of the state directed payment arrangement?

El Yes [-]No

a. Ifthis payment arrangement is designed to be a multi-year effort, denote the State’s
managed care contract rating period(s) the State is seeking approval for.

b. If this payment arrangement is designed to be a multi-year effort and the State is
NOT requesting a multi-year approval, describe how this application’s payment
arrangement fits into the larger multi-year effort and identify which year of the effort
is addressed in this application.

HospitalPayFor Performance

TheHospitalP4Pprogramis still evolving,andatthis time, the measurescludedin the programcontinueto undergoannualrefinement. Hawai'iis currentlyevaluating
hospitalperformanceén the programin pastyearsandidentifying areasvherechangesnay be neededparticularlyto supportHawai'i's participationin the AHEAD model.

15. Use the checkboxes below to make the following assurances:

a. [=]In accordance with 42 C.F.R. § 438.6(c)(2)(iii)(A), the state directed payment
arrangement makes participation in the value-based purchasing initiative, delivery
system reform, or performance improvement initiative available, using the same
terms of performance, to the class or classes of providers (identified below)
providing services under the contract related to the reform or improvement initiative.

b. [=]In accordance with 42 C.F.R. § 438.6(c)(2)(iii)(B), the payment arrangement
makes use of a common set of performance measures across all of the payers and
providers.

c¢. [=]In accordance with 42 C.F.R. § 438.6(c)(2)(iii)(C), the payment arrangement
does not set the amount or frequency of the expenditures.

d. [=]In accordance with 42 C.F.R. § 438.6(c)(2)(iii)(D), the payment arrangement
does not allow the State to recoup any unspent funds allocated for these
arrangements from the MCO, PIHP, or PAHP.

SUBSECTION IIB: STATE DIRECTED FEE SCHEDULES:
This section must be completed for all state directed payments that are fee schedule

requirements. This section does not need to be completed for state directed payments that are
VBP or DSR.

16. Please check the type of state directed payment for which the State is seeking prior
approval. Check all that apply; if none are checked, proceed to Section III.

a. [®] Minimum Fee Schedule for providers that provide a particular service under the

contract using rates other than State plan approved rates ' (42 CF.R. §
438.6(c)(1)(iii)(B))

b. [=] Maximum Fee Schedule (42 C.F.R. § 438.6(c)(1)(iii)(D))
c¢. [=] Uniform Dollar or Percentage Increase (42 C.F.R. § 438.6(c)(1)(iii)(C))

! Please note, per the 2020 Medicaid and CHIP final rule at 42 C.F.R. § 438.6(c)(1)(iii)(A), States no longer need to
submit a preprint for prior approval to adopt minimum fee schedules that use State plan approved rates as defined in

42 C.F.R. § 438.6(a).
6
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17. If the State is seeking prior approval of a fee schedule (options a or b in Question 16):
a. Check the basis for the fee schedule selected above.

i. [ ] The State is proposing to use a fee schedule based on the State-plan

approved rates as defined in 42 C.F.R. § 438.6(a). 2

ii. [_] The State is proposing to use a fee schedule based on the Medicare or
Medicare-equivalent rate.

iii. [0] The State is proposing to use a fee schedule based on an alternative fee
schedule established by the State.

1. If the State is proposing an alternative fee schedule, please describe the
alternative fee schedule (e.g., 80% of Medicaid State-plan approved rate)

- DR y TheStateis usea 42C.F.R.§438.6(a)+ HospitalDirectedAccessPaymenirrangemenb The

b. Explain how the state determined this fee schedule requirement to be reasonable and
appropriate.

+ DRG FeeScheduldPaymenrrangement
oTl

« HospitalDirectedAccessPaymentrrangement
oTl

for

+ HHSCUniform Dollar Increases
oTl Y

a

« HospitalPayFor Performance
oNotapplicable

18. If using a maximum fee schedule (option b in Question 16), please answer the following
additional questions:

a. [m] Use the checkbox to provide the following assurance: In accordance with 42
C.F.R. § 438.6(c)(1)(ii1)(C), the State has determined that the MCO, PIHP, or PAHP
has retained the ability to reasonably manage risk and has discretion in
accomplishing the goals of the contract.

b. Describe the process for plans and providers to request an exemption if they are
under contract obligations that result in the need to pay more than the maximum fee

schedule.

* DRG FeeSchedulePaymentArrangement

o Theplansandthe providersmustsubmita requesfor exemptionif theyareundercontractuabbligationsthatresultin the needto pay morethanthe maximum
feeschedulefor specialarrangementsuchpay-for-performancer otheralternativepaymentmodels.The contractandcontractuaprovisions showwhy a plan
andthe providerneedso pay morethanthe maximumfee schedulenustbe submittedto the State Additionally, the planandthe providersmustsubmita
justificationfor why thereis a needto pay morethanthe maximumfee scheduleThe Statewill reviewthe materialssubmittecby the plansandprovidersto make
aninformeddeterminatiorof whetherthe contractuabbligationsresultingin a needto pay morethanthemaximumfee schedulewill beapprovedasan
exemption.

c. Indicate the number of exemptions to the requirement:

i. Expected in this contract rating period (estimate) 0
ii. Granted in past years of this payment arrangement ()

d. Describe how such exemptions will be considered in rate development.

2 Please note, per the 2020 Medicaid and CHIP final rule at 42 C.F.R. § 438.6(c)(1)(iii)(A), States no longer need to
submit a preprint for prior approval to adopt minimum fee schedules that use State plan approved rates as defined in

42 C.F.R. § 438.6(a).
7
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19. If the State is seeking prior approval for a uniform dollar or percentage increase (option ¢
in Question 16), please address the following questions:

a.

b.

Will the state require plans to pay a [_] uniform dollar amount or a [+] uniform
percentage increase? (Please select only one.)

What is the magnitude of the increase (e.g., $4 per claim or 3% increase per claim?)

+ HospitalDi y As iouslyin responseo questiors, ill directHawai idMCOsto

Describe how will the uniform increase be paid out by plans (e.g., upon processing
the initial claim, a retroactive adjustment done one month after the end of quarter for
those claims incurred during that quarter).

+ HospitalDirectedAccessPaymentArrangement
0As descrlbemrevlouslym responseo questiors, | i i iveinterim lump-sul from MCO: i dby the State App 12 monthsafterthe endof contractyear,the
Statewill meast tedaveragep changen ullhzallon (from projecledo aclual)acrossellglble hospitalsIf lhewelghledaverages lessthan10.0%the Statewill notadjustinterim paymentsor
thecor d,andif theweigt equalto 10.0%, conductreconcilia 1tgor thecc iod.Seeour responseo question8 on detailsof the payment
methodology.

+ HHSCUniform Dollar Increases
0 MCO encountedatawill beusedto directly link eachhuspltals paymentso utlhzatmnof inpatientar servicesor 1month,Med-QUESTwill calculateeachhospital's
allocationof the paymentsy takingthe currentyear: by the paymentr Intper servi P inpatientar itpatient. This amountwill thenbeusedto allocatethe directed
paymentfundingto eachhospital.

Describe how the increase was developed, including why the increase is reasonable
and appropriate for network providers that provide a particular service under the
contract

« DRG FeeSchedule®aymentrrangement
oNot to

« HospitalDirectedAccesPaymendriangement
oC

Thetotal CY $241.69million, Y 2025preprint.Seeour responseéo

Questiors on detailsof thepaymentmethodology.
0 As shownin Table2, unit ator below100%of the ACR perunit for MQD
i is within i MS’ May rule.
« HHSC Uniform Dollar Increases
oin Y 20 for Thetotal CY
is $78.47million, 'Y 20! i
0 As shownin Table2, unit below100%of the ACR perunit for MQD
is within i MS' May rule.

SECTION III: PROVIDER CLASS AND ASSESSMENT OF REASONABLENESS

20. In accordance with 42 C.F.R. § 438.6(¢c)(2)(i1)(B), identify the class or classes of
providers that will participate in this payment arrangement by answering the following
questions:

a.

Please indicate which general class of providers would be affected by the state
directed payment (check all that apply):

[=] inpatient hospital service

[=] outpatient hospital service

[ ] professional services at an academic medical center

[ ] primary care services

[ ] specialty physician services

[ ] nursing facility services

[ ] HCBS/personal care services

[ ] behavioral health inpatient services

[ ] behavioral health outpatient services

|:| dental services
[ ] Other:

b. Please define the provider class(es) (if further narrowed from the general classes

indicated above).

« DRG FeeScheduléaymentrrangement
o This appliest

in the State’ .Perthe SPA, the APR DRG PaymentmethodologyexcludesCritical I
hospitals) i f Hawai' \OrganandT\ssueTransplan(SHOTT)servlces

 HospitalDirectedAccessPaymentrrangement
awai'i p I i he funding, lessthan40%of operating

o
expenseserthe Medicaidcostreport

+ HHSC Uniform Dollar Increases
oTl tainsto Hawai'|

« HospitalPayFor Performance
oT! )
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c¢. Provide a justification for the provider class defined in Question 20b (e.g., the
provider class is defined in the State Plan.) If the provider class is defined in the
State Plan, please provide a link to or attach the applicable State Plan pages to the
preprint submission. Provider classes cannot be defined to only include providers

that provide intergovernmental transfers.

* DRG FeeScheduléPaymentArrangement

o Theproviderclassis definedin the state’sapprovedSPAfoundhere:

https://medQUEST .hawaii.gov/content/dam/formsanddocuments/med-QUEST/hawaii-state-plan/SPA_21-0011_Public_Notice_05-21-21_
ment_4_19-A_pg_1-4_CLEAN_Redline.pdf

« HospitalDirectedAccessPaymenfArrangement

o DirectedAccesspaymentdor privatehospitalsprovidesadditionalfundingto maintainaccesgo servicesto complementhe separatelirected
paymentarrangemenfor public hospitals The exclusionfor charitablehospitalsis dueto availablefunding separatelfrom donationsandother
non-insuranceources.

* HHSCUniform Dollar Increases

o Thestateplanthatdefinesthis providerclassis foundhere:
https://humanservices.hawaii.gov/wp-content/uploads/2017/12/4.19-A-from-Attachment-4-Rev.-07.2017.pdf

« HospitalPayFor Performance

o ThecompleteHawai'i StatePlanis found here:https://humanservices.hawaii.gov/reports/hawaii-medicaid-state{pkasection3 and Attachment
3).

21. In accordance with 42 C.F.R. § 438.6(c)(2)(i1)(B), describe how the payment
arrangement directs expenditures equally, using the same terms of performance, for the
class or classes of providers (identified above) providing the service under the contract.

* DRG FeeScheduld?aymentArrangement
o Thepaymenimethodologydoesnotvary by providerandis predicatedexclusivelyon utilization anddelivery of services.

« HospitalDirectedAccessPaymentArrangement
0 Underthe hospitalDirectedAccesspaymentprogram eachhospitalis broughtup to the samebenchmarksseparatelyor
inpatientandoutpatient.

* HHSCUniform Dollar Increases
o Hawai'i's MCOswill makeuniformdollarincreasesor eachinpatientday andoutpatientvisit within the government-ownedlass
of safetynethospitals.This programis predicatedexclusivelyon utilization anddelivery of services.

« HospitalPayFor Performance
o All PrivateHospitalsareevaluatedusingthe samequality metrics;similarly, all PublicHospitalsareevaluatedusingthe sameset
of quality metrics. Whereappropriatethe samemeasureareappliedto both PrivateandPublicHospitals.

22. For the services where payment is affected by the state directed payment, how will the
state directed payment interact with the negotiated rate(s) between the plan and the
provider? Will the state directed payment:

a. [] Replace the negotiated rate(s) between the plan(s) and provider(s).
b. [] Limit but not replace the negotiated rate(s) between the plans(s) and provider(s).

¢. [-] Require a payment be made in addition to the negotiated rate(s) between the
plan(s) and provider(s).

23. For payment arrangements that are intended to require plans to make a payment in
addition to the negotiated rates (as noted in option ¢ in Question 22), please provide an
analysis in Table 2 showing the impact of the state directed payment on payment levels
for each provider class. This provider payment analysis should be completed distinctly
for each service type (e.g., inpatient hospital services, outpatient hospital services, etc.).

This should include an estimate of the base reimbursement rate the managed care plans
pay to these providers as a percent of Medicare, or some other standardized measure, and
the effect the increase from the state directed payment will have on total payment. Ex:
The average base payment level from plans to providers is 80% of Medicare and this
SDP is expected to increase the total payment level from 80% to 100% of Medicare.
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TABLE 2: Provider Payment Analysis

Section 42 C.F.R. § 438.6(c) Preprint January 2021

Average Base Effect on Effect on
Effect on Total
Payment Total Total Payment
Total Payment
Level from Payment Pavment Level of Level (after
Provider Class(es) Plans to Level of State y accounting for
. . Level of Pass-
Providers Directed all SDPs and
Other Through
(absent the Payment PTPs
SDP) (SDP) SDPs Payments
(PTPs)
Ex: Rural Inpatient 80% 20% N/A N/A 100%
Hospital Services
A+ REMOVEDFROM TABLE 21N THE
(oL AL SEENNCLUOED | 0.00% 0.00% 0.00%
ADDENDUM]
b.
0.00% 0.00% 0.00%
c.
0.00% 0.00% 0.00%
d.
0.00% 0.00% 0.00%
e.
0.00% 0.00% 0.00%
f.
0.00% 0.00% 0.00%
g.
0.00% 0.00% 0.00%

24. Please indicate if the data provided in Table 2 above is in terms of a percentage of:

a. [] Medicare payment/cost

b. [] State-plan approved rates as defined in 42 C.F.R. § 438.6(a) (Please note, this

rate cannot include supplemental payments.)

¢. [-] Other; Please define: Benchmarkedsa percentagef AverageCommerciaRates

25. Does the State also require plans to pay any other state directed payments for providers

eligible for the provider class described in Question 20b? [] Yes

[-] No

If yes, please provide information requested under the column “Other State Directed
Payments” in Table 2.

10
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26. Does the State also require plans to pay pass-through payments as defined in 42 C.F.R. §
438.6(a) to any of the providers eligible for any of the provider class(es) described in
Question 20b? [] Yes [-] No

If yes, please provide information requested under the column “Pass-Through
Payments” in Table 2.

27. Please describe the data sources and methodology used for the analysis provided in
response to Question 23.

* DRG FeeScheduld®?aymentArrangement
o Thisdirectedpaymentarrangemenis not madein additionto the standardee scheduleandis reflectedin the Medicaidbasepayments.

« PrivateHospitalDirectedAccessandPay-for-PerformancBayments

o To estimategpaymentsinderACR, we appliedcommerciapay-to-chargeatios(without trendingor modifying) to projectedViedicaidmanagedarebilled chargesCommercial
allowed-to-chargeatioswerebasedn Milliman’'s ConsolidatedHealthCostGuidelines™SourcesDatabaseor CHSD, for Hawai'i hospitalcommerciapayerclaimsexperiencdor
inpatientandoutpatienthospitalservicesncurredfrom July 1, 2023throughJune30, 2024.The commerciapay-to-chargeatioswerebasecbn theweightedaverageat the serviceline and
Hawai'imetropolitarstatisticalarea(MSA) level (including “non-MSA” rural areas)andcross-walkedo the projectedMedicaidchargesasecbn hospitallocationandserviceline.
ProjectedViedicaidbilled chargesncludeanadjustmenbasecn changesn CMS marketbasketindexlevelsfrom the SFY 2024Medicaidbaseperiodto the CY 2026contractyear.The
ACR perunit amountsarecalculatedatthe aggregaterivatehospitalproviderclasslevel basecbn aggregatestimatecpbaymentsinderACR divided by aggregatévedicaidutilization
(daysfor inpatientandvisits for outpatient).

o Seetheattachechospitaldirectedpaymentexhibitsfor the Total PaymenRateand ACR demonstrations.

« HHSC Uniform Dollar IncreasesindPay-for-PerformancBayments

o PaymentainderACR for the public hospitalclassarebasedn the privateclassaggregat®CR perdayfor inpatientandACR pervisit for outpatient.
o Seetheattachechospitaldirectedpaymentexhibitsfor the Total PaymenRateand ACR demonstrations.

28. Please describe the State's process for determining how the proposed state directed
payment was appropriate and reasonable.

* DRG FeeScheduldPaymentArrangement
o The Statebelievesthe proposedstatedirectedpayments appropriateandreasonabléecaus¢éhe minimumandmaximumfee schedules
ensurebudgetneutralityto currentMedicaidmanagedarebasepayments.

« HospitalDirectedAccessPaymentandPay-for-PerformancBaymentrrangements

o PrivatehospitalAccesspaymentdringseacheligible hospitalup to approximatelyl 18.8%of Medicarefor inpatientand100.0%of
Medicarefor outpatien{whenincludingbasepayments)notto exceedl00%of paymentainderACR atthehospitallevel. The State
believesthe Medicaretargetis reasonablandnecessarjor achievingits goalsandobjectivesfor this directedpaymentarrangement.

* HHSCUniform Dollar IncreasesndPay-for-PerformancBayments

o Thegrandfathere€Y 2025preprinttheseCY 2026 paymentpoolswerebasedn atargetof approximatelyl 00%of cost.The State
believesthelegacycost-basedargetwasreasonablendnecessarjor achievingits goalsandobjectivesfor this directedpayment
arrangement.

SECTION IV: INCORPORATION INTO MANAGED CARE CONTRACTS

29. States must adequately describe the contractual obligation for the state directed payment
in the state’s contract with the managed care plan(s) in accordance with 42 C.F.R. §
438.6(c). Has the state already submitted all contract action(s) to implement this state
directed payment? [-] Yes [] No

a. Ifyes:
i. What is/are the state-assigned identifier(s) of the contract actions provided to
CMS?
HospitalPayFor Per P-MQD-2021-008Tt for the CY 2026rating per idedin thecor )#7 for eachMCO

ii. Please indicate where (page or section) the state directed payment is captured in
the contract action(s).

HospitalPayFor PerformanceThe contractuabbligationsaredescribedn Section7.2.C.1.b8 in the QI contractRFP-MQD-2021-008

b. If no, please estimate when the state will be submitting the contract actions for
review.

11
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SECTION V: INCORPORATION INTO THE ACTUARIAL RATE CERTIFICATION

Note: Provide responses to the questions below for the first rating period if seeking approval for

multi-year approval.

30. Has/Have the actuarial rate certification(s) for the rating period for which this state

directed payment applies been submitted to CMS? [-] Yes

[JNo

a. Ifno, please estimate when the state will be submitting the actuarial rate

certification(s) for review.

b. Ifyes, provide the following information in the table below for each of the actuarial
rate certification review(s) that will include this state directed payment.

Table 3: Actuarial Rate Certification(s)

If so, indicate where the

Control Name Provided by CMS Date D(.)es th.e state directed payment is
(List each actuarial rate Submitted certification captured in the
certification separately) to CMS lncorglt;li)a: ¢ the certification (page or

) section)
i.Hawaii_Questintegration_202601 -

0261331 10/02/202¢ Yes In thesectionlabeled

sectionl.4.D.ii

ii.

iii.

iv.

Please note, states and actuaries should consult the most recent Medicaid Managed Care Rate
Development Guide for how to document state directed payments in actuarial rate
certification(s). The actuary’s certification must contain all of the information outlined; if all
required documentation is not included, review of the certification will likely be delayed.)

c. Ifnot currently captured in the State’s actuarial certification submitted to CMS, note
that the regulations at 42 C.F.R. § 438.7(b)(6) requires that all state directed
payments are documented in the State’s actuarial rate certification(s). CMS will not
be able to approve the related contract action(s) until the rate certification(s)
has/have been amended to account for all state directed payments. Please provide an
estimate of when the State plans to submit an amendment to capture this

information.

All four of thesedirectedpaymentarrangementarecapturedn the actuarialratecertification.

12
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31. Describe how the State will/has incorporated this state directed payment arrangement in
the applicable actuarial rate certification(s) (please select one of the options below):

a. [] An adjustment applied in the development of the monthly base capitation rates
paid to plans.

b. [] Separate payment term(s) which are captured in the applicable rate
certification(s) but paid separately to the plans from the monthly base capitation
rates paid to plans.

C. E Other, please describe: Both A andB apply;pleaseseetheattachedappendixfor a detailedresponse

32. States should incorporate state directed payment arrangements into actuarial rate
certification(s) as an adjustment applied in the development of the monthly base
capitation rates paid to plans as this approach is consistent with the rate development
requirements described in 42 C.F.R. § 438.5 and consistent with the nature of risk-based
managed care. For state directed payments that are incorporated in another manner,
particularly through separate payment terms, provide additional justification as to why
this is necessary and what precludes the state from incorporating as an adjustment applied
in the development of the monthly base capitation rates paid to managed care plans.

+ HospitalDirectedAccessPaymentarrangement
oTl T the
all parti i i theuseof a i i an

i

« HHSCUniform Dollar Increases
oTl thi

T

33. [=] In accordance with 42 C.F.R. § 438.6(c)(2)(i), the State assures that all expenditures
for this payment arrangement under this section are developed in accordance with 42
C.F.R. § 438.4, the standards specified in 42 C.F.R. § 438.5, and generally accepted
actuarial principles and practices.

SECTION VI: FUNDING FOR THE NON-FEDERAL SHARE

34. Describe the source of the non-federal share of the payment arrangement. Check all that
apply:
a. [m] State general revenue
b. [ ] Intergovernmental transfers (IGTs) from a State or local government entity
c¢. [®] Health Care-Related Provider tax(es) / assessment(s)
d. [_] Provider donation(s)
e. [_] Other, specify:
35. For any payment funded by IGTs (option b in Question 34),

a. Provide the following (respond to each column for all entities transferring funds). If
there are more transferring entities than space in the table, please provide an
attachment with the information requested in the table.

13
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Name of Entities
transferring funds
(enter each on a
separate line)

Operational
nature of the
Transferring
Entity (State,
County, City,
Other)

Total
Amounts
Transferred
by This
Entity

Does the
Transferring
Entity have
General
Taxing
Authority?
(Yes or No)

Did the
Transferring
Entity receive

appropriations?
If not, put N/A.
If yes, identify
the level of
appropriations

Is the
Transferring
Entity
eligible for
payment
under this
state directed
payment?
(Yes or No)

il

iii.

iv.

vi.

vii.

viii.

ix.

b. [ ] Use the checkbox to provide an assurance that no state directed payments made
under this payment arrangement funded by IGTs are dependent on any agreement or
arrangement for providers or related entities to donate money or services to a
governmental entity.

c. Provide information or documentation regarding any written agreements that exist
between the State and healthcare providers or amongst healthcare providers and/or
related entities relating to the non-federal share of the payment arrangement. This
should include any written agreements that may exist with healthcare providers to
support and finance the non-federal share of the payment arrangement. Submit a
copy of any written agreements described above.

14
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36. For any state directed payments funded by provider taxes/assessments (option c in
Question 34),

a. Provide the following (respond to each column for all entries). If there are more
entries than space in the table, please provide an attachment with the information
requested in the table.

Table 5: Health Care-Related Provider Tax/Assessment(s)

Does it contain

e Is the tax / If not under | a hold harmless
Health Care- . assessment o
Related Identify the | , ., . under the the 6% arrangement
Provider Tax / permissible assessment Is the tax / 6% indirect hold | that guarantees
Assessment class for broad- assessment in dir(:ac ¢ harmless to return all or
(enter each on this tax / based? uniform? hold limit, does it | any portion of
a separate assessment ) harmless pass the the tax payment
P . “TS5/75” test? to the tax
line) limit? -,
payer?
I Hospital |INPatient and
Sustainabil SUtpf}[tl?nt
ty Fee ospita
Y Services No No Yes No
ii.
jii.
iv.
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b. If the state has any waiver(s) of the broad-based and/or uniform requirements for any
of the health care-related provider taxes/assessments, list the waiver(s) and its

current status:

Table 6: Health Care-Related Provider Tax/Assessment Waivers

Name of the Health Care-Related

Provider Tax/Assessment Waiver Subg: ts:wn (Un def%il;f;zsvsitusrove d) Approval Date
(enter each on a separate line) » APP
i. HospitalDirectedAccessandHospital | 2/27/2024 Approved
PayFor Performancetnpatient
broad-basednduniformwaiver. 04/10/202‘
il. HospitalDirectedAccessandHospital 8/2/2021 Approved

PayFor PerformanceOQutpatient
broad-basednd uniformwaiver.

10/01/202.

iii.

iv.

37. For any state directed payments funded by provider donations (option d in
Question 34), please answer the following questions:

a. [s the donation bona-fide? [ ] Yes

[ ]No

b. Does it contain a hold harmless arrangement to return all or any part of the donation
to the donating entity, a related entity, or other provider furnishing the same health
care items or services as the donating entity within the class?

[ ]Yes [ ]No

38. [=] For all state directed payment arrangements, use the checkbox to provide an

assurance that in accordance with 42 C.F.R. § 438.6(c)(2)(i1)(E), the payment

arrangement does not condition network provider participation on the network provider
entering into or adhering to intergovernmental transfer agreements.
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SECTION VII: QUALITY CRITERIA AND FRAMEWORK FOR ALL PAYMENT
ARRANGEMENTS

39. [=] Use the checkbox below to make the following assurance, “In accordance with 42
C.F.R. § 438.6(c)(2)(i1)(C), the State expects this payment arrangement to advance at
least one of the goals and objectives in the quality strategy required per 42 C.F.R. §
438.340.”

40. Consistent with 42 C.F.R. § 438.340(d), States must post the final quality strategy online
beginning July 1, 2018. Please provide:

a. A hyperlink to State’s most recent quality strategy: htws:/medquest hawaii.govieniresources/quality-strategy
b. The effective date of quality strategy. October 1, 2023

41. If the State is currently updating the quality strategy, please submit a draft version, and
provide:

a. A target date for submission of the revised quality strategy (month and year):

b. Note any potential changes that might be made to the goals and objectives.

Note: The State should submit the final version to CMS as soon as it is finalized. To be in
compliance with 42 C.F.R. § 438.340(c)(2) the quality strategy must be updated no less than
once every 3-years.
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42. To obtain written approval of this payment arrangement, a State must demonstrate that
each state directed payment arrangement expects to advance at least one of the goals and
objectives in the quality strategy. In the Table 7 below, identify the goal(s) and
objective(s), as they appear in the Quality Strategy (include page numbers), this payment
arrangement is expected to advance. If additional rows are required, please attach.

Table 7: Payment Arrangement Quality Strategy Goals and Objectives

Goal(s) Objective(s) . trggahtya .

Example: Improve care Example: Increase the number of managed 5
coordination for enrollees with care patients receiving follow-up behavior
behavioral health conditions health counseling by 15%
. Align Payment Structures to Objective 17, Align Payment Structuresto |11
Improve Health Outcomes Enhance Quality and Value of Care

Pp-Maintain Access to Appropriate |Objective 15, Increase Coordination of Care |11
Care Decrease Inappropriate Care

C- Supportcommunityinitiativesto | Objective 11: Assess and address social 10
improvepopulationhealth determinants of health needs

43. Describe how this payment arrangement is expected to advance the goal(s) and
objective(s) identified in Table 7. If this is part of a multi-year effort, describe this both
in terms of this year’s payment arrangement and in terms of that of the multi-year
payment arrangement.

* DRG FeeScheduléP?aymeniArrangement
o This paymentarrangemenallows Med-QUESTto continueto ensuraadequateundmgls avallablefor hospnalso remainfinancially viable andto maintainparticipationin the Medicai ragectareprogram Thedirected
increaseslsoensurehatenrolleeseceivemedicallynecessargarein the mostappre meetingthe goalsof the state’sQuality Strategy We anticipatethatthis will resultin anincreasedxtentto
which our beneficiaries“get needectare”from their healthinsuranceplans.Additionally, lheSlalebe||eveshalcom\nu|ngto providefundingto hospitalswill ensuretimely andefficientcare.

« HospitalDirectedAccessPaymentrrangement

o This paymentarrangemenallows Med-QUESTto continueto ensureadequatéundingis availablefor privatehospitalsto remainfinancially viable andto maintainparticipationin the Medicaidmanagedareprogram.The
directedincreasesisoensurethatenrolleeseceivemedicallynecessargarein the mostappropriateandcost-effectivesetting meetingthe goalsof the state’sQuality Strategy We anticipatethatthis will resultin anincreased
extentto which our beneficiaries“get needectare”from their healthinsuranceplans therebycontributingto beneficiarysatisfactionandresultingin increasesn the correspondingsettingNeededCareCAHPSmeasure.
Additionally, the Statebelievesthatcontinuingto providefundingto privatehc il ensureimely ientdeliveryof services.

* HHSCUniform Dollar Increases
o This paymentarrangemenallows Med-QUESTto contmueto ensurmdequatéundlngls availablefor the safetynethospitalsto remainfinancially viable andto maintainparticipationin the Medicaidmanagedareprogram.

Thed|recledmcr ensurehatenrolleeseceivemedicall necessargarein the mostappropriateandcost-effectivesetting meetingthe goalsof the state’: S)ualltySlrategyWeam\clpalehanhlswm resultin an
1tto which our ies“getr e"from their healthinsuranceplans therebycontributingto beneficiarysatisfactionandresultingin increasesn the correspondingsettingNeededCareCAHPS
measureAdditionally, we believethatcontinuingto providefundingto safetynethospitalswill ensuretimely andefficient delivery of emergencyservicesresultingin improvementsn the Time from ED Admit to Discharge

measure.

« HospitalPayFor Performance

0 All measures included in the P4P program directly support various goals of the agency. Paying hospitals performance bonuses for quality metrics incentivizes them to focus on quality improvement activities targeting the
Medicaid populations they seve. This year's hospital P4P program significantly builds upon the P4P program Hawai‘i has implemented in prior years. Continuing to incentivize thesemeastres signals to hosptals the agency’s
intent to hold hospitals responsible for outcomes, incentivizing them to deploy quality improvement interventions. In total, the Hospital PAP program supports four key goals of the Medicaid program.
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44. Please complete the following questions regarding having an evaluation plan to measure
the degree to which the payment arrangement advances at least one of the goals and
objectives of the State’s quality strategy. To the extent practicable, CMS encourages
States to utilize existing, validated, and outcomes-based performance measures to
evaluate the payment arrangement, and recommends States use the CMS Adult and Child
Core Set Measures, when applicable.

a. [=] In accordance with 42 C.F.R. § 438.6(c)(2)(ii)(D), use the checkbox to assure the
State has an evaluation plan which measures the degree to which the payment
arrangement advances at least one of the goals and objectives in the quality strategy
required per 42 C.F.R. § 438.340, and that the evaluation conducted will be specific
to this payment arrangement. Note: States have flexibility in how the evaluation is
conducted and may leverage existing resources, such as their 1115 demonstration
evaluation if this payment arrangement is tied to an 1115 demonstration or their
External Quality Review validation activities, as long as those evaluation or
validation activities are specific to this payment arrangement and its impacts on
health care quality and outcomes.
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b. Describe how and when the State will review progress on the advancement of the
State’s goal(s) and objective(s) in the quality strategy identified in Question 42. For
each measure the State intends to use in the evaluation of this payment arrangement,
provide in Table 8 below: 1) the baseline year, 2) the baseline statistics, and 3) the
performance targets the State will use to track the impact of this payment
arrangement on the State’s goals and objectives. Please attach the State’s evaluation
plan for this payment arrangement.

TABLE 8: Evaluation Measures, Baseline and Performance Targets

Readmission§O/E Ratio,
Total)— NQF#1768

Measure Name and NQF # | Baseline | Baseline 1
(if applicable) Year | Statistic Performance Target Notes
Example: Flu Vaccinations | CY 2019 | 34% Increase the percentage of adults | Example
for Adults Ages 19 to 64 18—64 years of age who report notes
(FVA-AD); NOF #0039 receiving an influenza vaccination
by 1 percentage point per year
! AmbulatoryCare— ED 2024 38.64 Meetor exceedhenational
Visits per1000member average
months(Total)
il planAll-Cause 2024 |.9917 |BetterthanO/E Ratioof 1.0

jiii.

fiv.

1. If the State will deviate from the measure specification, please describe here. If a State-specific measure will be used, please
define the numerator and denominator here. Additionally, describe any planned data or measure stratifications (for example,
age, race, or ethnicity) that will be used to evaluate the payment arrangement.
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C.

If this is any year other than year 1 of a multi-year effort, describe (or attach) prior
year(s) evaluation findings and the payment arrangement’s impact on the goal(s) and
objective(s) in the State’s quality strategy. Evaluation findings must include 1)
historical data; 2) prior year(s) results data; 3) a description of the evaluation
methodology; and 4) baseline and performance target information from the prior
year(s) preprint(s) where applicable. If full evaluation findings from prior year(s) are
not available, provide partial year(s) findings and an anticipated date for when CMS
may expect to receive the full evaluation findings.

Evaluation findings are included in a separate file.
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PREPRINT SECTION IIl: PROVIDER CLASS AND ASSESSMENT OF REASONABLENESS
ADDENDUM TABLE 2.A. PROVIDER PAYMENT ANALYSES

2. For payment arrangements that are intended to require plans to make a payment in addition to the negotiated rates (as noted in option ¢ in Question 22 of the State Directed Payment preprint file), please use the
rows in Table 2.A below to add provider classes to Table 2 and an analysis showing the impact of the SDP on payment levels for each additional provider class. States may also use Table 2.A in lieu of completing Table
Directions 2 in the preprint. Input data only in beige cells in columns B - G.

States should only submit the tables they populate to CMS; please do not submit the entire workbook unless the State inputs data into Tables 1.A - 8.A. For example, if the state only needs extra rows to complete Table
2. in the preprint, please delete Tabs 1.A and 3.A - 8.A. CMS requests States submit the addendum tables with the preprint in this Excel format; please do not merge and re-PDF the preprint.

TABLE 2.A: Provider Payment Analyses

o Pla o e o otal Pa e e o otal Pa e evel of Pa oug a o g for a DPs and

o Provide e Providers (abse e SDP evel of SDP evel of Other SDP Payme PTP PTP
Data Format Free text Percent (#.##%) Percent (#.##%) Percent (#.##%) or N/A Percent (#.##%) or N/A Percent (#.##%)
Example: Rural Inpatient Hospital Services 80.0% 20.0% NA NA 100.0%
a. Public HHSC Hospitals - Inpatient 23.8% 54.5% N/A N/A 78.4%
b. Public HHSC Hospitals - Outpatient 62.3% 31.8% N/A N/A 94.1%
c. The Queen's Medical Center - Inpatient 36.3% 42.2% N/A N/A 78.4%
d. Molokai General Hospital - Inpatient 54.9% 45.1% N/A N/A 100.0%
e. North Hawaii Community Hospital - Inpatient 35.3% 38.2% N/A N/A 73.4%
f. Kapiolani Medical Center - WC - Inpatient 42.3% 10.6% N/A N/A 52.8%
qa. Pali Momi Medical Center - Inpatient 39.0% 40.3% N/A N/A 79.4%
h. Straub Clinic_Hospital - Inpatient 44.3% 32.4% N/A N/A 76.7%
i Wilcox Memorial Hospital - Inpatient 32.2% 39.8% N/A N/A 72.0%
i Maui Memorial Medical Center - Inpatient 30.5% 54.0% N/A N/A 84.5%
k. Kaiser Foundation Hospital - Inpatient 45.1% 50.7% N/A N/A 95.7%
I Castle Medical Center - Inpatient 33.5% 27.9% N/A N/A 61.4%
m. Kuakini Medical Center - Inpatient 33.2% 31.3% N/A N/A 64.6%
n. Rehabilitation Hospital of the Pacific - Inpatient 23.8% 21.1% N/A N/A 45.0%
o. The Queen's Medical Center - Outpatient 75.2% 20.3% N/A N/A 95.6%
p. North Hawaii Community Hospital - Outpatient 58.8% 33.9% N/A N/A 92.8%
a. Kapiolani Medical Center - WC - Outpatient 72.8% 2.3% N/A N/A 75.1%
r. Pali Momi Medical Center - Outpatient 76.2% 10.0% N/A N/A 86.2%
S. Straub Clinic_Hospital - Outpatient 54.4% 15.1% N/A N/A 69.4%
t. Wilcox Memorial Hospital - Outpatient 69.5% 5.9% N/A N/A 75.4%
u. Castle Medical Center - Outpatient 42.4% 7.5% N/A N/A 49.9%
V. Kuakini Medical Center - Outpatient 78.8% 21.2% N/A N/A 100.0%
w. Rehabilitation Hospital of the Pacific - Outpatient 10.0% 2.6% N/A N/A 12.6%
X. Lanai Community Hospital - Outpatient 87.6% 8.0% N/A N/A 95.6%
v.
z.
aa.
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State of Hawai'i Med-QUEST Division

CY 2026 Hospital State Directed Payment Analyses
Preprint Total Payment Rate Demonstration
Federal Share Summary

For Preprint Application Purposes Only

Private Hospitals HHSC Hospitals Total
Total Federal Total Federal Total Federal
CY 2026 Hospital Directed Payment Computable Share' Computable Share!" Computable Share'
Private Hospital Access Payments (uniform percent increase) $ 241,688,662 $ 176,038,975 $ - $ - $ 241,688,662 $ 176,038,975

HHSC Uniform Dollar Increase Payments
Hospital Pay-for-Performance Payments (value based purchasing)

CY 2026 Total Included in Preprint ltem 4

Note:

100,290,002 73,499,916

78,470,328 56,460,753

3,211,906 2,311,022

78,470,328

103,501,908

56,460,753

75,810,938

$ 341,978,663 $ 249,538,891

$ 81,682,234 $ 58,771,775

$ 423,660,897

$ 308,310,666

1. Based on an assumed blend of 59.68% regular FMAP and 90.00% expansion FMAP for each payment.
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