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November 14, 2025

Ms. Sally Kozak

Deputy Secretary

Office of Medical Assistance Programs

Commonwealth of Pennsylvania, Department of Human Services
625 Forster Street, Room 515

Harrisburg, PA 17120

Dear Ms. Sally Kozak:

In accordance with 42 CFR 438.6(c), the Centers for Medicare & Medicaid Services (CMS) has
reviewed and is approving Pennsylvania’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
December 18, 2024 and a final revised preprint was received on September 19, 2025. The
proposal has a control name of PA VBP NF2 Renewal 20250101-20251231.

CMS has completed our review of the following Medicaid managed care SDP(s):
e Value-based purchasing established by the state for eligible nursing facility services for
the rating period, January 1, 2025 through December 31, 2025, incorporated into the
capitation rates through a separate payment term up to $15,000,000.

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.

Based on CMS’s preliminary determination, this SDP proposal likely qualifies for the temporary
grandfathering period in section 71116(b) of the Working Families Tax Cuts Legislation (Public
Law 119-21, also known as the One Big Beautiful Bill Act). 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.

Until the phase down required by section 71116 begins, the total dollar amount of a
grandfathered SDP (as specified in item 4 of the current 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.
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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
‘]OHN F F.GILESJR -S

Date: 2025.11.14
G”_ES \]R 'S 15:51:30 -05'00"

John Giles
Director, Managed Care Group
Center for Medicaid and CHIP Services
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CMS Provided State Directed Payment Identifier:

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, 2025 - December 31, 2025

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, 2025

3. Identify the managed care program(s) to which this payment arrangement will apply:

CommunityHealthChoice¢CHC)

4. Identify the estimated total dollar amount (federal and non-federal dollars) of this state
directed payment: $15.00million

a. Identify the estimated federal share of this state directed payment: $8.26million
b. Identify the estimated non-federal share of this state directed payment: $6.74million

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
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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:

CY2022,CY2023,CY2024

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
Quality Metric(s) / Benchmark(s) Change
[l Other; please describe:

[ 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).

TheNursingFacility (NF) Quality Incentiveis a payfor performancencentiveprogram NFswill earnpointsfor meetingperformanceequirementsor Medicaidservicegprovidedduringthe performance
year(CalendaiYear2025).Finalincentivepaymentswill depencupontotal valueof pointsearnedduringthe performanceear.Final paymentswill be madeoncethe performanceearendsandperformance
for Medicaidenrolleess determinedThe MDS andMedicarePartA claimsis for entireNF population(Medicare commercial privatepayandMA) andnotlimited to Medicaidpopulation.

Tolimit the paymentsequiredunderthis paymeniarrangemenio CHC Medicaidserviceson behalfof CHC participantsthe Departmentvill makeanadjustmento applya facility-specificCHC Medicaid
statistic,the CHC MedicaidOccupancypercentag¢CHC MA Occupancy’), whendeterminingthefinal nursingfacility paymentamountsThis adjustments detailedin theresponséo question21.

a. 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.

CommunityHealthChoice$PA-10),1915(b)Waiver,
https://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/V
ers/Downloads/PA_Community-HealthChoices_PA-10.pdf
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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

OXOD OO
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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).

The performancencentiveprogramhassix quality metricsusing:1) five clinical measures
(basedbn MDS) and;2) oneutilization measurgbasedn MedicarePartA claimsdata).
Pointsareawardedor achievingstatewidebenchmarlgoalsandincrementalmprovements.

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. If the state needs more space,
please use Addendum Table 1.A and check this box: []

TABLE 1: Payment Arrangement Provider Performance Measures

Measure Name Measure . ., | Performance 4
. Baseline® | Baseline Performance Notes
and NQF # (if Steward/ Year Statistic Measurement Tareet
applicable) Developer! Period? g
Example: Percent | CMS CY 2018 9.23% Year 2 8% Example
of High-Risk notes

Residents with
Pressure Ulcers —
Long Stay

a.

.

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.
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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.

Theperformanceargetsaresetbasedn 2025statewideNF performancdy quartile
for clinical andutilization measuresPointsareawardedelativeto hitting specific
targetsfor eachmetric. NFscanearnbetweerD and2 pointspermeasurdédasedn
their2025performance.

DHS usedpublishedstatewideandnationalbenchmarksn establishingpenchmarks
Theincentivepaymentwill bebasedn rewardingpointsfor achievingstatewide
benchmarlgoalsandincrementaimprovemenbasedn the Governor'Healthcare
ReformRecommendations.
(https://lwww.governor.pa.gov/wp-content/uploads/2021/01/IHRC-HCR-Recon
dations.pdf)

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?

Providerscanearnpaymentdor eachspecificquality metricindependenbn
performancef othermetrics.

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

The Departmentvill establishCY 2025statewiddbenchmarlgoalsfor clinical and
utilization measuresistedin Tablel1 PartA. NFswill berewardedor incremental
improvementrom theCY 2022(baseyear)to CY 2024resultsfor clinical and
utilization measuresistedin Tablel1 PartB.

Measuresveredevelopedisingthe statewides0th percentilefrom MDS andclaims
data.Pleasenotethatall measuresisethe total NF population.
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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.

N/A

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

a. In accordance with 42 C.F.R. § 438.6(c)(2)(ii1)(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)(ii1)(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)(ii1)(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))
¢. [] 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. [ ] 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)

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

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

a. [ ] 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.

c. Indicate the number of exemptions to the requirement:

i. Expected in this contract rating period (estimate)
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. Will the state require plans to pay a [_]| uniform dollar amount or a [_] uniform
percentage increase? (Please select only one.)

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

¢. 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).

d. 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

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).

Non-publicnursingfacility -

(i) A long-termcarenursingfacilty, thatis:

(A) License: cby the Departmenf Health.

(B) Enrolledin theMA Programasa providerof nursingfacility services.

(C) Ownedby profit or
(ii) T i

renursingfacility thatis:
by the Departmenbf Health.
eMA programasa providerof nursingfacilty services.
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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.

Theproviderclassis definedin regulation.See55 Pa.CodeChapterl187.2
Definitions of NursingFacility andCountyNursingFacility.
http://www.pacodeandbulletin.gov/Display/pacode?
file=/secure/pacode/data/055/chapter1187/s1187.2.html

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.

Step#1— Calculatingthe Value PerIncentivePoints: The valueperincentivepointwill bedeterminedy dividing thetotal fundingavailable($15million) by
thetotal incentivepointsearnedor the performanceyear.

Step#2— Calculatingthe CHC AdjustedMaximum PotentialPointValue: Applying the CHC MA Occupancy to thetotal pointsincentiveearnedwill
reducethefundingamountspentAs aresult,this perpointvaluewill beinflatedby afactorto spendthefull $15million fundingamountavailablein
paymentgo qualifying nursingfacilities. Thiswill bethe CHC adjustednaximumpotentialpointvalue.

Step#3— CalculatingEachNursingFacility’s Maximum PotentialPaymentThe CHC adjustednaximumpotentialpaymento eachNF providerwill be
determinedy multiplying total pointsearnedimesthe CHC adjustednaximumpotentialvalueasdeterminedn Step#2.

Step#4— CalculatingEachNursingFacility's CHC MA OccupancyThe CHC MA Occupancy will be determinedy dividing eachfacility’s total CHC
MA daysin CY 2024by eachfacility’s total CY 2024facility daysof care.

Step#5— CalculatingEachNursingFacility’s Final PaymentThefinal paymento eachfacility is determinedy multiplying the CHC adjustednaximum
potentialpaymenty CHC MA Occupancy ascalculatedn Step#4. The Departmentill directthe CHC-MCOto makepaymentgo assigned\NFs.

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).

c. 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.

If the state needs more space, please use Addendum 2.A and check this box:[_]
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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. . g
NursingFacility 0
Services 45.4% 0.2% 29.0% 74.6%
b.
c.
d.
e.
f.
g.

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.)

C. Other; Please define: NursingFacility Servicesbenchmarlanalysisperformedagainsthe averageeommerciarate

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? |X] 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.
TheMedicaidfee schedulalirectedpaymentreflectsthe CY 2025total expectedtost,inclusiveof
boththe paymentrom plansto providersaswell asthe additionalpatientliability amountcollectec
by providersfrom NF patients.To determingheimpactof the alternativefee scheduleandQuality
Incentivepaymentthe mostrecentlyfiled costreportsfrom nursingfacilities wereusedto
determingheaveragevalueof Commericialpayments.

Theresultingdataincludedin Table2 areestimate®f thetotal baseandincentivepaymentasa
percenif averagecommerciareimbursement.

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

This statedirectedpayments appropriateandreasonabléecausé incentivizes
nursingfacilities to improvethe quality of healthcareserviceswith afocuson
improvingthe quality of careandtherebypromotecost-effectivequality healthcare.

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?
MCR-PA-CHC-20250101-20251231-CERTIFICATION-20241.

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

Page 24

b. If no, please estimate when the state will be submitting the contract actions for
review.
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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? [X] Yes [] No

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.MCR-PA-CHC-20250101-202512 Page 24-25
1-CERTIFICATION-20241125  [12/04/2024Yes

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.

N/A
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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.

¢. [] Other, please describe:

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.

Thetotal dollar amountfor this paymentVBP arrangemenis $15million. While thisamountwill beincludedin
the state’sratecertification,it will notbeincludedin developmenbf the monthly capitationratesfor managedare
organizationsPaymenwill beprovidedto themanagedareplansoncethe NF-specificearnedbaymentsre
calculatedFollowing the NFs'receiptof paymentfrom the managedaareorganizationsthe statewill prepareand
provideto CMS areportwhich showshow the programfundingwasspreacdacrosgheratecells.

33. [X] 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. tate general revenue
b. Dlntergovernmental transfers (IGTs) from a State or local government entity
c¢. [IHealth Care-Related Provider tax(es) / assessment(s)
d. [_IProvider 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
the state needs more space, please use Addendum Table 4.A and check this box: []

13
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Table 4: IGT Transferring Entities

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

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.
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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

Name of the Is the tax / If not under | a hold harmless
Health Care- Identify the assessment the 6% arrangement
Related . y. Is the tax / under the |. .. y 8
Provider Tax / permissible assessment Is the tax / 6% indirect hold | that guarantees
class for assessment L0 harmless to return all or
Assessment . broad- . indirect .. . .
(enter each on this tax / based? uniform? hold limit, does it | any portion of
a separate assessment ) harmless pass the the tax payment
.p . . “T5/75” test? to the tax
line) limit? 0
payer?
i.
ii.
iii.
iv.

15
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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 Submission Current Status

Provider Tax/Assessment Waiver .
(enter each on a separate line) Date (Under Review, Approved)

Approval Date

il

iii.

iv.

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

a. Is 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?

[JYes [No

38. [X| 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. |X] 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: rwsmms
b. The effective date of quality strategy. December 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

S ualit
Goal(s) Objective(s) Quality
strategy page

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%
. IncreaseMlemberAccesso Developandi'mpleme_ntec_iuca_tionabrogramsand_\/BE initiativesfor 17-18

. NF Servicesin coordinatiorwith NF representativesmplement
HealthcareServices educationaprogramsandVBP initiativesto improvecare

coordinatiorandhealthandsafetyoutcomedor NF participantsThis
includesinitiatives supportingmprovementsuchasreducing
hospitalizationsreducingpressureilcers,reducingfalls, andreducing
the useof antipsychotianedications.

P-IncreaseMemberAccesso LeadthehealthcaresystemtowardVBP 17-18
HealthcareServices coordinatedacrosgayers

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.

The quality benchmarksdentifiedareintendedo incentivenursingfacilities to improve
carecoordinationandhealthandsafetyoutcomedor nursingfacility participants.
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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

(FVA-AD); NOF # 0039

receiving an influenza vaccination
by 1 percentage point per year

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

i. SeeAddendum

ii.

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. Ifthis 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.

Attachedarethe CY 2023evaluatiorfindingsreport.

DataSourcedor NursingFacility Quality Incentive

Datasourcefor MeasuresDatais extractedrom the MDS andClaimsdataprovidedin CMS’s dataarchive(Nursinghomes
includingrehabserviceslataarchive| ProviderDataCatalog) for theappropriatecalendaryear.Forthe MDS measureshe
NH_QualityMsr_MDS_XXX20XXfiles thatcontainthe datafor thebaselineandmeasure/earareused.
Thecalendawearis usedfor themeasures:

- 410Percentagef long-stayresidentexperiencingoneor morefalls with majorinjury,

- 419Percentagef long-stayresidentsvho receivedantipsychotianedication,

- 415Percentagef long-stayresidentsassessedndappropriatelygiventhe pneumococcataccine and

- 453andnow 479 Percentagef highrisk long-stayresidentswith pressureaulcers.

For MDS measurel54,Percentagef long-stayresidentassessedndappropriatelygiventhe seasonahfluenzavaccine the
calendarearperiodswereusedup to 2023.In 2024,CMS changedhereportingyearto theflu seasongoveringJuneto July.

Forthe Claim measure521 Percentagef short-stayresidentavho werere-hospitalizeagfteranursinghomeadmissionthe
NH_QualityMsr_Claims_XXX20XXfiles thatcontainthe datafor the calendaiperiodsfor the baselineandmeasuregyearareused.
Forthe MDS datathefour-quarteraverages used,andthe adjustedscoreis usedfor the claimsmeasure.

For theattendanceequirementve receiveattendanceatafrom the JewishHealthcard=oundatiorfor thosewho attendedhe
LearningNetworkWebinarsaswell asattestatiorformsthatwe receivedirectly from the NursingFacilitieswho attendedhe
webinarsThis datais processedby OLTL andthenmanuallyreviewedto ensurethatthe nursingfacilities thatattendedeceive
creditfor their attendance.

ResidenDay Reportis usedto calculatethe MedicaidCommunityHealthChoice§CHC) OccupancyPercentagéor the Nursing
Facility Quality Incentive.Thisfile is receivedrom MyersandStaufferfor the calendaryearof themeasureear.

Analytical Methods

Oncethedatafor thebaselineandmeasurementearhavebeenpulledfrom the aforementionedourcesa medianfor Pennsylvaniz
Medicaidfacilities is calculatedThe NursingFacilities(NFs)who meetor exceedhe medianperformancesarnonepoint. NFs
may receivea secondoointfor eachmeasurevy achievingthe seventyfifth percentile(or higher)for the measuresvherehigheris
betteror achievingthetwentyfifth percentile(or lower) for themeasuresvherelower is better.

Incrementalmprovementis determinedy comparinghe baselineyearto the currentmeasurementearto seeif therewasan
improvemenfor eachindividual nursingfacility. Pointsarethenawardecon whethertheimprovementfor eachmeasurés .5 or
greatembutlessthanl pointfor .5 points,1 or greateror lessthan2 points,for 1 point, or 2 pointsor greateffor 2 points.
Onceboththe benchmarlandincrementalmprovemenpointsarecalculatedor all measuretheyarethensummedup for each
nursingfacility. Facilitieswho earnedany pointsarecomparedo thelist of facilities thatattendeda LearningNetwork Webinar
andthosewho did not attendat leastonelive webinararedisqualifiedfrom theincentive.

Thetotal pointsfor thefacilities thatareeligible aremultiplied by their CHC MA OccupancyPercentagéhatis calculatedrom the
datathatis in the ResidenDay Report.Theadjustedpointsfor all facilities aresummedThepool of moneythatis availableis
dividedby thetotal numberof adjustedbointsearnedy all NFsto determineavalueperpoint. Thatvalueis thenmultiplied by the
adjustedpointtotal for eachnursingfacility to reachthetotalamountof theincentivethattheyareeligible to receive The payment:
arethenbrokenout for the nursingfacility acrosshe MCQO's thattheyworkedwith duringthe measurgyearbasednthe
percentagef their residentdayreportthatwasthroughthatMCO. The paymentsarethensentto the MCO to bedirectedto the
nursingfacility afterthe payment$avebeenapproved.

Limitations

Onelimitation of thedatais thatit cannotbe brokeninto Medicaidandnon-Medicaiddata,thusrequiringthe useof the Resident
Day Reportto calculatethe CHC MA OccupancypercentageAnotherlimitation is thetime it maytakefor thedatato bereleased
by CMS, which coulddelaythe Departmentn makingpaymentgo the MCOs. Thereis alsoa limitation wherea smallnumberof
NFshavetoo few residentso meetthe minimumdenominatorequirementsin this case no datais reportedfor the facility andthe
facility is unableto earnpointsonthe measure.

Discussiorof Effectiveness

Thetwo measurethathaveshownthe mostimprovementrethe pressurellcermeasurendthefalls measureThe pneumococcal
andinfluenzameasuresavenot shownimprovementhoweverthey bothremainvery high at 94.04%and96.97% respectivelyfor
MY 2024.Theinfluenzameasurénadsomelimitationsin thatit wasbasedon the calendayear,ratherthantheflu seasorandmay
havebeenimpactedby whenresidentgjot their flu shot.Two areador improvementretherehospitalizationafteranursinghome
admissiorandthe percentagef long-stayresidentsvho receivedanantipsychotianedication.The Departmentvill planto hold
additionalwebinarsin 20260n thesetopics,asthe remaindeof webinarsfor calendayear2025arealreadyplanned.
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Data Sources for Nursing Facility Quality Incentive
Data source for Measures: Data is extracted from the MDS and Claims data provided in CMS’s data archive (Nursing homes including rehab services data archive | Provider Data Catalog), for the appropriate calendar year. For the MDS measures, the NH_QualityMsr_MDS_XXX20XX files that contain the data for the baseline and measure year are used.
The calendar year is used for the measures:
· 410 Percentage of long-stay residents experiencing one or more falls with major injury,
· 419 Percentage of long-stay residents who received antipsychotic medication,
· 415 Percentage of long-stay residents assessed and appropriately given the pneumococcal vaccine, and 
· 453 and now 479 Percentage of high risk long-stay residents with pressure ulcers.

For MDS measure 454, Percentage of long-stay residents assessed and appropriately given the seasonal influenza vaccine, the calendar year periods were used up to 2023. In 2024, CMS changed the reporting year to the flu season, covering June to July.

For the Claim measure, 521 Percentage of short-stay residents who were re-hospitalized after a nursing home admission, the NH_QualityMsr_Claims_XXX20XX files that contain the data for the calendar periods for the baseline and measure year are used.
For the MDS data the four-quarter average is used, and the adjusted score is used for the claims measure.
For the attendance requirement we receive attendance data from the Jewish Healthcare Foundation for those who attended the Learning Network Webinars, as well as attestation forms that we receive directly from the Nursing Facilities who attended the webinars. This data is processed by OLTL and then manually reviewed to ensure that the nursing facilities that attended receive credit for their attendance.

Resident Day Report is used to calculate the Medicaid Community HealthChoices (CHC) Occupancy Percentage for the Nursing Facility Quality Incentive. This file is received from Myers and Stauffer for the calendar year of the measure year.

Analytical Methods
Once the data for the baseline and measurement year have been pulled from the aforementioned sources, a median for Pennsylvania Medicaid facilities is calculated. The Nursing Facilities (NFs) who meet or exceed the median performance earn one point. NFs may receive a second point for each measure by achieving the seventy fifth percentile (or higher) for the measures where higher is better or achieving the twenty fifth percentile (or lower) for the measures where lower is better.
Incremental improvement is determined by comparing the baseline year to the current measurement year to see if there was an improvement for each individual nursing facility. Points are then awarded on whether the improvement for each measure is .5 or greater but less than 1 point for .5 points, 1 or greater or less than 2 points, for 1 point, or 2 points or greater for 2 points.
Once both the benchmark and incremental improvement points are calculated for all measures they are then summed up for each nursing facility. Facilities who earned any points are compared to the list of facilities that attended a Learning Network Webinar and those who did not attend at least one live webinar are disqualified from the incentive.

The total points for the facilities that are eligible are multiplied by their CHC MA Occupancy Percentage that is calculated from the data that is in the Resident Day Report. The adjusted points for all facilities are summed. The pool of money that is available is divided by the total number of adjusted points earned by all NFs to determine a value per point. That value is then multiplied by the adjusted point total for each nursing facility to reach the total amount of the incentive that they are eligible to receive. The payments are then broken out for the nursing facility across the MCO’s that they worked with during the measure year based on the percentage of their resident day report that was through that MCO. The payments are then sent to the MCO to be directed to the nursing facility after the payments have been approved. 

Limitations
One limitation of the data is that it cannot be broken into Medicaid and non-Medicaid data, thus requiring the use of the Resident Day Report to calculate the CHC MA Occupancy percentage. Another limitation is the time it may take for the data to be released by CMS, which could delay the Department in making payments to the MCOs. There is also a limitation where a small number of NFs have too few residents to meet the minimum denominator requirements. In this case, no data is reported for the facility and the facility is unable to earn points on the measure.

Discussion of Effectiveness
The two measures that have shown the most improvement are the pressure ulcer measure and the falls measure. The pneumococcal and influenza measures have not shown improvement, however they both remain very high at 94.04% and 96.97%, respectively for MY 2024. The influenza measure had some limitations in that it was based on the calendar year, rather than the flu season and may have been impacted by when residents got their flu shot. Two areas for improvement are the rehospitalizations after a nursing home admission and the percentage of long-stay residents who received an antipsychotic medication. The Department will plan to hold additional webinars in 2026 on these topics, as the remainder of webinars for calendar year 2025 are already planned.
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