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Dear Deputy Secretary Ludlam:

The Centers for Medicare & Medicaid Services (CMS) is issuing technical corrections to North
Carolina’s section 1115(a) demonstration (Project Numbers 11-W-00313/4 and 21-W-00070/4),
titled “North Carolina Medicaid Reform Demonstration.” The technical corrections ensure that the
special terms and conditions (STC) accurately reflect CMS’s approval of the demonstration
amendment.

At the state’s request, the STCs have been updated to reflect the correct names of North Carolina
programs and managed care plans, footnotes to clarify managed care implementation for specific
populations, and grammatical corrections. Additionally, North Carolina has transitioned its Separate
Children’s Health Insurance Program (S-CHIP) to Medicaid-Expansion Children’s Health Insurance
Program (M-CHIP) as of April 1, 2023, and the STCs showcase this programmatic change.

Most importantly, the STCs reflect corrections to accurately depict the intent of the amendment,
approved on July 7, 2023, which grants expenditure authority to limit certain individuals to a mandated
single specialty health plan. Per STC 21I(b):

b. Beneficiaries who meet one of the below criteria may not disenroll from a Behavioral Health
Intellectual/Development Disability (BH 1/DD) Tailored Plan if they receive residential services
offered by the BH 1/DD Tailored Plan that are not covered in a Standard Plan:

I. Reside in an intermediate care facility for individuals with intellectual disabilities (ICF-
IID)

ii. Participate in North Carolina’s Transitions to Community Living

iii. Enrolled in the Innovations or Traumatic Brain Injury 1915(c) waiver,

iv. Receive services/supports in state-funded residential treatment (i.e., individuals
receiving services to support them in their residence/house setting, including services
provided in group homes or non-independent settings such as Group Living, Family
Living, Supported Living, and Residential Supports).

The approval letter for the amendment indicated that the state would need to begin submitting reports
related to the BH 1/DD Tailored Plan on October 1, 2023. North Carolina recently announced that
launch of the BH 1/DD Tailored Plan is delayed beyond October 1, 2023. North Carolina has authority
to delay the implementation of their managed care plan, but upon launch of the BH I/DD Tailored Plan,
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the state will need to submit all required reports as indicated in the STCs. A copy of the updated STCs
and expenditure authorities are enclosed.

Your CMS project officer, Ms. Shelby Higgins, is available to address any questions you may
have related to this correspondence. Ms. Higgins can be reached at (443) 926-6513 or
Shelby.Higgins@cms.hhs.gov.

Sincerely,

Angela D. Garner
Director
Division of System Reform Demonstrations

Enclosures

cc: Morlan Lannaman, State Monitoring Lead, Medicaid and CHIP Operations Group
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CENTERS FOR MEDICARE & MEDICAID SERVICES

WAIVER AUTHORITY
NUMBER: 11W00313/4 and 21W00070/4
TITLE: North Carolina Medicaid Reform Demonstration
AWARDEE: North Carolina Department of Health and Human Services

All requirements of the Medicaid program and the Children’s Health Insurance Program (CHIP)
expressed in law, regulation, and policy statement, not expressly waived in this list, shall apply
to the demonstration, from November 1, 2019 through October 31, 2024, unless otherwise
specified. In addition, these waivers may only be implemented consistent with the approved
Special Terms and Conditions (STCs).

Under the authority of section 1115(a)(1) of the Social Security Act (the Act), the following
waivers of state plan requirements contained in section 1902 of the Act are granted in order to
enable North Carolina (state) to carry out the North Carolina Medicaid Reform demonstration.

1. Statewide Operation Section 1902(a)(1)

To the extent necessary to enable the state to operate managed care on less than a statewide basis
based on a phase-in schedule set forth in the STCs.

To enable necessary to enable the state to implement the Healthy Opportunities Pilot program in
geographically limited areas of the state as described in these STCs.

2. Freedom of Choice Section 1902(a)(23)(A)

To the extent necessary to enable the state to restrict freedom of choice of provider through the
use of mandatory enrollment in managed care plans for the receipt of covered services including
individuals in the Innovations and TBI 1915(c) waivers NC 0423.R02.00, NC1326.R00.00,
respectfully. No waiver of freedom of choice is authorized for family planning providers.

3. Amount, Duration, & Scope Section 1902(a)(10)(B)

To the extent necessary to enable the state to vary the amount, duration, and scope of services
offered to individuals under this demonstration, regardless of eligibility category.
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CENTERS FOR MEDICARE & MEDICAID SERVICES
EXPENDITURE AUTHORITY

NUMBER: 11W00313/4 and 21W00070/4
TITLE: North Carolina Medicaid Reform Demonstration
AWARDEE: North Carolina Department of Health and Human Services

Under the authority of section 1115(a)(2) of the Social Security Act (the Act), expenditures made
by North Carolina for the items identified below, which are not otherwise included as
expenditures under section 1903 of the Act or section 2107(e)(2)(A) of the Act, incurred from
November 1, 2019 to October 31, 2024 unless otherwise specified, shall be regarded as
expenditures for the state’s title X1X and title XXI state plans.

The following expenditure authorities may only be implemented consistent with the approved
Special Terms and Conditions (STCs) and shall enable North Carolina to operate the North
Carolina Medicaid Reform 1115 demonstration.

Title XIX Expenditure Authority:

1. Residential and Inpatient Treatment for Individuals with a Substance Use Disorder
(SUD). Effective January 1, 2019 through October 31, 2023, expenditures for otherwise
covered services furnished to otherwise eligible individuals who are primarily receiving
treatment and withdrawal management services for substance use disorder (SUD) who are
short-term residents in facilities that meet the definition of an institution for mental diseases
(IMD).

2. Healthy Opportunities Pilot Program. Effective November 1, 2019, expenditures not to
exceed $650 million to conduct the Healthy Opportunities Pilot program in two to four
regions of the state to improve health-related needs for Medicaid eligible individuals who
meet the eligibility criteria specified in the special terms and conditions. The expenditure
authority will expire on October 31, 2024. The only expenditures permitted after October 31,
2024, are claims runout, incentive payments for prior periods of performance, and
administrative activities to close out the value-based payment portion of the Healthy
Opportunities Pilot Program.

3. Behavioral Health/Intellectual Developmental Disability Tailored Plans. Effective July
7, 2023, expenditures under contracts with managed care entities that do not meet the
requirements in 1903(m)(2)(A) and 1932(a) of the Act as implemented in 42 CFR 438.52(a),
to the extent necessary to allow the state to limit the choice to a single BH I/DD Tailored
Plan in each county for individuals meeting one of the following criteria:
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a. Reside in an intermediate care facility for individuals with intellectual
disabilities (ICF-1ID)

b. Participate in North Carolina’s Transitions to Community Living

Enrolled in the Innovations or Traumatic Brain Injury 1915(c) waiver,

d. Medicaid-enrolled beneficiaries who receive services/supports in state-funded
residential treatment (i.e., individuals receiving services to support them in
their residence/house setting, including services provided in group homes or
non-independent settings such as Group Living, Family Living, Supported
Living, and Residential Supports).

o

Title XIX Requirements not applicable to the Healthy Opportunities Pilot Program.

All title X1X requirements that are waived for Medicaid eligible groups are also not applicable to
the Healthy Opportunities Pilot Program. In addition, the following Medicaid requirement is not
applicable:

1. Comparability Section 1902(a)(17)
To enable the state to provide additional benefits to Medicaid beneficiaries who are enrolled in
the Healthy Opportunities Pilot program.

Title XXI Expenditure Authority:

1. Healthy Opportunities Pilot Program. Effective November 1, 2019, expenditures not to
exceed $118 million to conduct the Healthy Opportunities Pilot program in two to four
regions of the state to improve health-related needs for Medicaid-Expansion Children’s
Health Insurance Program (M-CHIP)?! eligible children who meet the eligibility criteria
specified in the special terms and conditions. Effective September 16, 2022, until March 31,
2023, this expenditure authority also applies to Separate Children’s Health Insurance
Program (S-CHIP) eligible children who meet the eligibility criteria specified in the special
terms and conditions for the Healthy Opportunities Pilot program. The expenditure authority
will expire on October 31, 2024.
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CENTERS FOR MEDICARE & MEDICAID SERVICES
SPECIAL TERMS AND CONDITIONS (STCs)

NUMBER: 11W00313/4 and 21W00070/4

TITLE: North Carolina Medicaid Reform Demonstration
AWARDEE: North Carolina Department of Health and Human Services
I. PREFACE

The following are the Special Terms and Conditions (STCs) for the “North Carolina Medicaid
Reform Demonstration” section 1115(a) Medicaid demonstration (hereinafter “demonstration”),
to enable the North Carolina Department of Health and Human Services (the state) to operate
this demonstration. The Centers for Medicare & Medicaid Services (CMS) has granted waivers
of requirements under section 1902(a) of the Social Security Act (Act), and expenditure
authorities authorizing federal matching of demonstration costs not otherwise matchable, which
are separately enumerated. These STCs set forth conditions and limitations on those waivers
and expenditure authorities, and describe in detail the nature, character, and extent of federal
involvement in the demonstration and the state’s obligations to CMS related to this
demonstration. These STCs neither grant additional waivers or expenditure authorities, nor
expand upon those separately granted. The STCs are effective as of the date of the approval
letter, unless otherwise specified, for the period beginning November 1, 2019 through October
31, 2024. The SUD component of the demonstration will be effective as of the date of the
approval letter, unless otherwise specified, for the period beginning January 1, 2019 through
October 31, 2023.

The STCs have been arranged into the following subject areas:
I.  Preface
Il.  Program Description and Objectives
I1l.  General Program Requirements
IV.  Eligibility and Enroliment
V.  Demonstration Programs and Benefits
VI.  Cost Sharing
VIl.  Delivery System
VIIl.  Monitoring and Reporting Requirements
IX.  Evaluation of the Demonstration
X.  General Financial Requirements
X1. Monitoring Budget Neutrality for the Demonstration
XIl. Monitoring Allotment Neutrality for the Demonstration
XIIl. Schedule of Deliverables for the Demonstration

Attachment A: Developing the Evaluation Design
Attachment B: Preparing the Interim and Summative Evaluation Reports
Attachment C: Evaluation Design

North Carolina Medicaid Reform Demonstration
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Attachment D: SUD Implementation Plan Protocol

Attachment E: SUD Monitoring Protocol

Attachment F: SUD Health Information Technology (Health IT) Protocol

Attachment G: Healthy Opportunities Pilot Program Eligibility and Services

Attachment H: Healthy Opportunities Pilot Funding Mechanics, Pathways to Value Based
Payment, and Program Integrity Protocol

Attachment I: Monitoring Protocol for Other Policies (reserved)

II. PROGRAM DESCRIPTION AND OBJECTIVES

In September 2015, the state passed legislation to transition its Medicaid (Title XIX) program
and Medicaid-expansion Children’s Health Insurance Program (M-CHIP) (Title XXI) care
delivery system to a Medicaid managed care program and delegate direct management of
medical services and financial risks to Managed Care Organizations (MCO) called Prepaid
Health Plans (PHPs) for Medicaid enrollees, except for those excluded.

To improve beneficiary outcomes, the new managed care program will be paired with initiatives
to further improve the capabilities of Medicaid providers and increase access to care across the
state. North Carolina seeks to transform its Medicaid and M-CHIP delivery system by meeting
the following goals:

e Measurably improve health outcomes via a new delivery system;

e Maximize high-value care to ensure sustainability of the Medicaid program and M-
CHIP; and

e Reduce Substance Use Disorder (SUD).

The state will test and evaluate the following hypotheses in pursuit of its aforementioned goals:
Measurably Improve Health

e The implementation of BH I/DD Tailored Plans and the Specialized Plan for Children in
Foster Care and Formerly Foster Care will increase the quality of care for individuals
with serious mental illness, serious emotional disturbance, SUD, and intellectual and
developmental disability (I/DD), and for children in foster care and North Carolina
former foster care youth.

e The implementation of Medicaid and M-CHIP managed care will increase the rate of
use of behavioral health services in the appropriate level of care and improve the quality
of behavioral health care received.

e The implementation of Medicaid and M-CHIP managed care will decrease the long-term
use of opioids and increase the use of medication-assisted treatment (MAT) and other
opioid treatment services.

Maximize High-Value Care to Ensure the Sustainability of the Program

e The implementation of Medicaid and M-CHIP managed care will decrease the use of
emergency departments for non-urgent use and hospital admissions for ambulatory
sensitive conditions.
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e The implementation of Medicaid managed care will increase the number of enrollees
receiving care management, overall and during transitions in care.

Reduce SUD

e Expanding coverage of SUD services to include residential services furnished in
institutions for mental disease (IMDs) as part of a comprehensive strategy will decrease
the long-term use of opioids and increase the use of MAT and other opioid treatment
services.

e Expanding coverage of SUD services to include residential services furnished to short-
term residents in IMDs with a SUD diagnosis as part of a comprehensive strategy will
result in improved care quality and outcomes for patients with SUD.

On September 16, 2022, North Carolina amended the demonstration to add its Separate
Children’s Health Insurance Program (S-CHIP) as an eligible population to receive the Healthy
Opportunities Pilot(s) (HOP), previously known as the Enhanced Case Management and Other
Services Pilot program.

On July 7, 2023, North Carolina amended the demonstration to adjust which populations will,
will not, or must be covered under the Behavioral Health Intellectual/Development Disability
(BH 1/DD) Tailored Plans, expand access to the HOP, and modify certain implementation
details relating to the HOP. As of July 7, 2023, BH I/DD Tailored Plans and the Specialized
Plan for Children in Foster Care and Formerly in Foster Care have not yet launched. Standard
Plans launched on July 1, 2021 and the HOP program launched on March 15, 2022. In addition,
North Carolina’s S-CHIP program transitioned to M-CHIP on April 1, 2023.

I1l. GENERAL PROGRAM REQUIREMENTS

1. Compliance with Federal Non-Discrimination Statutes. The state must comply with all
applicable federal statutes relating to non-discrimination. These include, but are not limited
to, the Americans with Disabilities Act of 1990, Title V1 of the Civil Rights Act of 1964,
Title IX of the Education Amendments of 1972, Section 504 of the Rehabilitation Act of
1973, the Age Discrimination Act of 1975, and Section 1557 of the Patient Protection and
Affordable Care Act.

2. Compliance with Medicaid and Children’s Health Insurance Program (CHIP) Law,
Regulation, and Policy. All requirements of the Medicaid program, or the Children’s
Health Insurance Program (CHIP) for the separate CHIP population, expressed in law,
regulation, and policy statement, not expressly waived or identified as not applicable in the
waiver and expenditure authority documents (of which these terms and conditions are part),
apply to the demonstration.

3. Changes in Medicaid and CHIP Law, Regulation, and Policy. The state must, within the
timeframes specified in law, regulation, or policy statement, come into compliance with any
changes in federal law, regulation, or policy affecting the Medicaid or CHIP programs that
occur during this demonstration approval period, unless the provision being changed is
expressly waived or identified as not applicable. In addition, CMS reserves the right to
amend the STCs to reflect such changes and/or changes as needed without requiring the
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state to submit an amendment to the demonstration under STC 7. CMS will notify the state
30 business days in advance of the expected approval date of the amended STCs to allow
the state to provide comment. Changes will be considered in force upon issuance of the
approval letter by CMS. The state must accept the changes in writing.

4. Impact on Demonstration of Changes in Federal Law, Regulation, and Policy.

a. To the extent that a change in federal law, regulation, or policy requires either a
reduction or an increase in federal financial participation (FFP) for expenditures made
under this demonstration, the state must adopt, subject to CMS approval, a modified
budget neutrality agreement for the demonstration as necessary to comply with such
change. The modified budget neutrality agreement will be effective upon the
implementation of the change. The trend rates for the budget neutrality agreement are
not subject to change under this subparagraph.

b. If mandated changes in the federal law require state legislation, the changes must take
effect on the earlier of the day such state legislation becomes effective, or on the last
day such legislation was required to be in effect under the law.

5. State Plan Amendments. The state will not be required to submit title X1X or XXI state
plan amendments for changes affecting any populations made eligible solely through the
demonstration. If a population eligible through the Medicaid or CHIP state plan is affected
by a change to the demonstration, a conforming amendment to the appropriate state plan is
required, except as otherwise noted in these STCs. In all such cases, the Medicaid and CHIP
state plan governs.

6. Changes Subject to the Amendment Process. Changes related to eligibility, enrollment,
benefits, delivery systems, cost sharing, budget neutrality, and other comparable program
elements must be submitted to CMS as amendments to the demonstration. All amendment
requests are subject to approval at the discretion of the Secretary in accordance with section
1115 of the Act. The state must not implement changes to these elements without prior
approval by CMS. Amendments to the demonstration are not retroactive and FFP will not
be available for changes to the demonstration that have not been approved through the
amendment process set forth in STC 7 below.

7. Amendment Process. Requests to amend the demonstration must be submitted to CMS for
approval no later than 120 calendar days prior to the planned date of implementation of the
change and may not be implemented until approved. CMS reserves the right to deny or
delay approval of a demonstration amendment based on non-compliance with these STCs,
including, but not limited to the failure by the state to submit required reports and other
deliverables according to the deadlines specified therein. Amendment requests must
include, but are not limited to, the following:

a. An explanation of the public process used by the state, consistent with the requirements
of STC 15. Such explanation must include a summary of any public feedback received
and identification of how this feedback was addressed by the state in the final
amendment request submitted to CMS;

b. A data analysis which identifies the specific “with waiver” impact of the proposed
amendment on the current budget neutrality agreement. Such analysis must include
current total computable “with waiver” and “without waiver” status on both a summary
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and detailed level through the current approval period using the most recent actual
expenditures, as well as summary and detailed projections of the change in the “with
waiver” expenditure total as a result of the proposed amendment, which isolates (by
Eligibility Group) the impact of the amendment;

c. An up-to-date CHIP allotment worksheet, if necessary;

d. A detailed description of the amendment, including impact on beneficiaries, with
sufficient supporting documentation; and

e. The state must provide updates to existing demonstration reporting and quality and
evaluation plans. This includes a description of how the evaluation design and annual
progress reports will be modified to incorporate the amendment provisions, as well as
the oversight, monitoring and measurement of the provisions.

8. Extension of the Demonstration. States that intend to request demonstration extensions
under sections 1115(e) or 1115(f) of the Act must submit extension applications in
accordance with the timelines contained in statute. Otherwise, if the state intends to request
a demonstration extension under section 1115(a) of the Act, the state must submit the
extension application no later than 12 months prior to the expiration date of the
demonstration. The Governor or Chief Executive Officer of the state must submit to CMS
either a demonstration extension request that meets federal requirements at CFR section
431.412(c) or a phase-out plan consistent with the requirements of STC 10.

a. As part of the demonstration extension requests the state must provide documentation
of compliance with the transparency requirements 42 CFR 8431.412 and the public
notice and tribal consultation requirements outlined in STC 15.

b. Upon application from the state, CMS reserves the right to temporarily extend the
demonstration including making any amendments deemed necessary to effectuate the
demonstration extension including but not limited to bringing the demonstration into
compliance with changes to federal law, regulation and policy.

9. Compliance with Transparency Requirements 42 CFR Section 431.412. As part of the
demonstration extension requests the state must provide documentation of compliance with
the transparency requirements set forth in 42 CFR Section 431.412 and the public notice and
tribal consultation requirements outlined in STC 15, as well as include the following
supporting documentation:

a. Demonstration Summary and Objectives: The state must provide a narrative summary
of the demonstration project, reiterate the objectives set forth at the time the
demonstration was proposed and provide evidence of how these objectives have been
met as well as future goals of the program. If changes are requested, a narrative of the
changes being requested along with the objective of the change and desired outcomes
must be included.

b. Waiver and Expenditure Authorities: The state must provide a list along with a
programmatic description of the waivers and expenditure authorities that are being
requested in the extension.

c. Quality: The state must provide summaries of: External Quality Review Organization
(EQRO) reports; MCO reports; state quality assurance monitoring; and any other
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documentation that validates the quality of care provided or corrective action taken
under the demonstration.

d. Compliance with Budget Neutrality Cap: The state must provide financial data (as set
forth in the current STCs) demonstrating the state’s detailed and aggregate, historical
and projected budget neutrality status for the requested period of the extension as well
as cumulatively over the lifetime of the demonstration. CMS will work with the state
to ensure that federal expenditures under the extension of this project do not exceed
the federal expenditures that would otherwise have been made. In doing so, CMS will
take into account the best estimate of current trend rates at the time of the extension.
In addition, the state must provide up to date responses to the CMS Financial
Management standard questions. If title XXI funding is used in the demonstration, a
CHIP Allotment Neutrality worksheet must be included.

e. Evaluation Report: The state must provide an evaluation report reflecting the
hypotheses being tested and any results available. For the proposed extension period,
the state must provide a narrative summary of the evaluation design, status (including
evaluation activities and findings to date), and plans for evaluation activities during the
extension period.

f.  Documentation of Public Notice 42 CFR section 431.408: The state must provide
documentation of the state’s compliance with public notice process as specified in 42
CFR section 431.408 including the post-award public input process described in
431.420(c) with a report of the issues raised by the public during the comment period
and how the state considered the comments when developing the demonstration
extension application.

10. Demonstration Phase-Out. The state may only suspend or terminate this demonstration in
whole, or in part, consistent with the following requirements.

a. Notification of Suspension or Termination: The state must promptly notify CMS in
writing of the reason(s) for the suspension or termination, together with the effective
date and a phase-out plan. The state must submit its notification letter and a draft
phase-out plan to CMS no less than 6 months before the effective date of the
demonstration’s suspension or termination. Prior to submitting the draft phase-out
plan to CMS, the state must publish on its website the draft phase-out plan for a 30-
day public comment period. In addition, the state must conduct tribal consultation in
accordance with its approved tribal consultation State Plan Amendment. Once the 30-
day public comment period has ended, the state must provide a summary of each
public comment received the state’s response to the comment and how the state
incorporated the received comment into a revised phase-out plan.

The state must obtain CMS approval of the phase-out plan prior to the implementation
of the phase-out activities. Implementation of phase-out activities must be no sooner
than 14 calendar days after CMS approval of the phase-out plan.

b. Phase-out Plan Requirements: The state must include, at a minimum, in its phase-out
plan the process by which it will notify affected beneficiaries, the content of said
notices (including information on the beneficiary’s appeal rights), the process by
which the state will conduct administrative reviews of Medicaid or CHIP eligibility for
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11.

12.

13.

14.

the affected beneficiaries, and ensure ongoing coverage for eligible individuals, as
well as any community outreach activities.

c. Phase-out Procedures: The state must redetermine eligibility for all affected
beneficiaries in order to determine if they qualify for Medicaid eligibility under a
different eligibility category prior to making a determination of ineligibility as
required under 42 CFR 435.916(f)(1) or for children in CHIP consider eligibility for
other insurance affordability programs under 42 CFR 457.350. For individuals
determined ineligible for Medicaid and CHIP, the state must redetermine potential
eligibility for other insurance affordability programs and comply with the procedures
set forth in 42 CFR 435.1200(e). The state must comply with all applicable notice
requirements for Medicaid found in 42 CFR, part 431 subpart E, including sections
431.206 through 431.214 or for CHIP found at 42 CFR 457.340(e) including
information about a right to a review consistent with 42 CFR 457.1180. In addition,
the state must assure all applicable Medicaid appeal and hearing rights are afforded to
Medicaid beneficiaries in the demonstration as outlined in 42 CFR part 431 subpart E,
including sections 431.220 and 431.221. If a beneficiary in the demonstration requests
a hearing before the date of action, the state must maintain benefits as required in 42
CFR 8431.230.

d. Federal Financial Participation (FFP): If the project is terminated or any relevant
waivers suspended by the state, FFP must be limited to normal closeout costs
associated with terminating the demonstration including services and administrative
costs of disenrolling participants.

CMS Right to Terminate or Suspend. CMS may suspend or terminate the demonstration
in whole or in part at any time before the date of expiration, whenever it determines,
following a hearing that the state has materially failed to comply with the terms of the
project. CMS will promptly notify the state in writing of the determination and the reasons
for the suspension or termination, together with the effective date.

Finding of Non-Compliance. The state does not relinquish its rights to challenge CMS’
finding that the state materially failed to comply.

Withdrawal of 1115(a) Authority. CMS reserves the right to withdraw waiver or
expenditure authorities at any time it determines that continuing the waiver or expenditure
authorities would no longer be in the public interest or promote the objectives of title XIX.
CMS will promptly notify the state in writing of the determination and the reasons for the
withdrawal, together with the effective date, and afford the state an opportunity to request a
hearing to challenge CMS’ determination prior to the effective date. If a waiver or
expenditure authority is withdrawn, FFP is limited to normal closeout costs associated with
terminating the waiver or expenditure authority, including services and administrative costs
of disenrolling participants.

Adequacy of Infrastructure. The state will ensure the availability of adequate resources
for implementation and monitoring of the demonstration, including education, outreach, and
enrollment; maintaining eligibility systems; compliance with cost sharing requirements; and
reporting on financial and other demonstration components.
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15.

16.

17.

18.

Public Notice, Tribal Consultation, and Consultation with Interested Parties. The state
must comply with the state notice procedures as required in 42 CFR section 431.408 prior to
submitting an application to extend the demonstration. For applications to amend the
demonstration, the state must comply with the state notice procedures set forth in 59 Fed.
Reg. 49249 (September 27, 1994) prior to submitting such request. The state must also
comply with the public notice procedures set forth in 42 CFR section 447.205 for changes in
statewide methods and standards for setting payment rates.

The state must also comply with tribal and Indian Health Program/Urban Indian
Organization consultation requirements at section 1902(a)(73) of the Act, 42 CFR section
431.408(b), State Medicaid Director Letter #01-024, and contained in the state’s approved
Medicaid or CHIP state plan, when any program changes to the demonstration, either
through amendment as set out in STC 6 or extension, are proposed by the state.

Federal Financial Participation (FFP). No federal matching funds for expenditures for
this demonstration will take effect until the effective date identified in the demonstration
approval letter, or later date if so identified elsewhere in these STCs or in the list of waiver
or expenditure authorities.

Administrative Authority. When there are multiple entities involved in the administration
of the demonstration, the Single State Medicaid Agency must maintain authority,
accountability, and oversight of the program. The State Medicaid Agency must exercise
oversight of all delegated functions to operating agencies, MCQOs and any other contracted
entities. The Single State Medicaid Agency is responsible for the content and oversight of
the quality strategies for the demonstration.

Common Rule Exemption. The state must ensure that the only involvement of human
subjects in research activities which may be authorized and/or required by this
demonstration is for projects which are conducted by or subject to the approval of CMS, and
which are designed to study, evaluate, or otherwise examine the Medicaid or CHIP program
— including public benefit or service programs; procedures for obtaining Medicaid or CHIP
benefits or services; possible changes in or alternatives to those programs or procedures; or
possible changes in methods or level of payment for benefits or services under those
programs. CMS has determined that this demonstration as represented in these approved
STCs meets the requirements for exemption from the human subject research provisions of
the Common Rule set forth in 45 CFR 46.101(b)(5).

ELIGIBLITY AND ENROLLMENT

All eligibility is defined under the State Plan, including M-CHIP, or, where applicable, a
1915(c) waiver. This demonstration fully applies to all eligibility groups other than those
listed in Table 1A, Table 1B, and Table 1C. All beneficiaries in Table 1A, Table 1B, and
Table 1C are excluded from enrollment in PHPs under the demonstration.
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TABLES 1A, 1B, AND 1C: ELIGIBLITY GROUPS EXCLUDED FROM
ENROLLMENT IN PHPs THROUGH THE DEMONSTRATION, AND EXCLUDED

FROM MOST DEMONSTRATION COMPONENTS

TABLE 1A: FULL BENEFIT MEDICAID BENEFICIARIES IN THIS TABLE ARE
ELIGIBLE FOR SUD (STC 19) AND HOP (IF THEY MEET THE HOP CRITERIA AND
ARE SERVED BY A HOP ADMINISTRATOR CONSISTENT WITH STC 21T))

GROUP NAME CITATIONS
Duals Eligible for Full Medicaid, except those who are enrolled in the
state’s Innovations and TBI 1915(c) waiver programs, which qualifies the
beneficiary for enrollment in the BH I/DD Tailored Plans
Medically Needy 1902(a)(10)(C)

e Medically Needy Pregnant Individuals except those covered by
Innovations or TBI waivers

e Medically Needy Children under 18 except those covered by
Innovations or TBI waivers

e Medically Needy Children Age 18 through 20 except those covered
by Innovations or TBI waivers

e Medically Needy Parents and Other Caretaker Relatives except those
covered by Innovations or TBI waivers

e Medically Needy Aged, Blind, or Disabled except those covered by
Innovations or TBI waivers

e Medically Needy Blind or Disabled Individuals Eligible in 1973
except those covered by Innovations or TBI waivers

Individuals Participating in the NC Health Insurance Premium Payment
(HIPP) program except those covered by Innovations or TBI waivers

1906

Medicaid-only Beneficiaries Receiving Long-Stay Nursing Home Services

State Plan Eligibility

Community Alternatives Program for Children (CAP/C) 1915(c) waiver
Community Alternatives Program for Disabled Adults (CAP/DA) 1915(c) waiver
Individuals in any eligibility category not otherwise excluded during their 1902(a)(34)

period of retroactive eligibility or prior to the effective date of PHP
coverage?

! Individuals in any eligibility category not otherwise excluded during their period of retroactive eligibility or prior
to the effective date of PHP coverage are eligible for the SUD component of the demonstration but are not eligible

for HOP.
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TABLE 1B: S-CHIP BENEFICIARIES IN THIS TABLE ARE ELIGIBLE FOR HOP (IF
THEY MEET THE HOP CRITERIA AND ARE SERVED BY A HOP ADMINISTRATOR

CONSISTENT WITH STC 21T)?

e Qualified Disabled and Working Individuals
e Specified Low Income Medicare Beneficiaries
e Qualifying Individuals

GROUP NAME CITATIONS
Separate Children’s Health Insurance Program (S-CHIP) Title XXI
TABLE 1C: EXCLUDED FROM THIS DEMONSTRATION ENTIRELY
GROUP NAME CITATIONS
Duals Eligible for Cost-Sharing Assistance e 1902(a)(10)(E)(i)
e Qualified Medicare Beneficiaries e 1905(p)(1)

1902(a)(10)(E)(ii)
1902(a)(10)(E)(iii)
1902(a)(10)(E)(iv)

Individuals with Limited or no Medicaid Coverage (e.g., eligible for
emergency services only)

1903(v)(2) and (3)

Individuals Eligible for Family Planning Services

1902(a)(L10)(A)(ii) (XX
)
42 CFR 435.214

Incarcerated Individuals (Inpatient stays only)

Clause (A) following
1905(a)(29)(A)

42 CFR 435.1009,
1010

Presumptively Eligible e 1902(a)(47)
e Presumptively Eligible Pregnant Individuals e 1920
e Presumptively Eligible MAGI Individuals e 1920A
e 1920B
e 1920C
Individuals Participating in the Program of All-Inclusive Care for the e 1905(a)(26)
Elderly (PACE) e 1934

V. DEMONSTRATION PROGRAMS AND BENEFITS

19. Opioid Use Disorder/Substance Use Disorder Program. Effective upon CMS’s approval
of the OUD/SUD Implementation Plan Protocol, the demonstration benefit package for North
Carolina Medicaid recipients must include OUD/SUD treatment services, including short-
term residential services provided in residential and inpatient treatment settings that qualify
as an Institution for Mental Diseases (IMD), which are not otherwise matchable expenditures
under section 1903 of the Act. The state will be eligible to receive FFP for North Carolina

2 North Carolina’s S-CHIP population transitioned to M-CHIP on April 1, 2023.

North Carolina Medicaid Reform Demonstration
Approved: November 1, 2019 through October 31, 2024
Amended: July 7, 2023

Page 13 of 275




Medicaid recipients who are short-term residents in IMDs under the terms of this
demonstration for coverage of medical assistance, including OUD/SUD benefits that would
otherwise be matchable if the beneficiary were not residing in an IMD. The state must aim
for a statewide average length of stay of 30 days in residential treatment settings, to be
monitored pursuant to the SUD Monitoring Protocol as outlined in STC 19(b) below, to
ensure short-term residential treatment stays. Under this demonstration, beneficiaries will
have access to high quality, evidence-based OUD and other SUD treatment services ranging
from medically supervised withdrawal management to on-going chronic care for these
conditions in cost-effective settings while also improving care coordination and care for

comorbid physical and mental health conditions.

The coverage of OUD/SUD residential treatment and withdrawal management during short-
term residential and inpatient stays in IMDs will expand the state’s current SUD benefit
package available to all North Carolina Medicaid recipients as outlined in Table 2. Room
and board costs are not considered allowable costs for residential treatment service providers
unless they qualify as inpatient facilities under section 1905(a) of the Act.

Table 2: North Carolina OUD/SUD Benefits Coverage with Expenditure Authority

MEDICAID EXPENDITURE
SUD BENEFIT AUTHORITY AUTHORITY
Screening, Brief Intervention and Referral to State Plan

Treatment

(Individual services
covered)

Outpatient Behavioral Health Services Provided
by Direct Enrolled Provider

State Plan
(Individual services
covered)

Substance Abuse Intensive Outpatient Program

State Plan
(Individual services
covered)

Services provided to
individuals in an
IMD

Substance Abuse Comprehensive Outpatient
Treatment Program

State Plan
(Individual services
covered)

Services provided to
individuals in an
IMD

Substance Abuse Halfway House Services

State Plan
(Individual services
covered: contingent
on SPA approval)

Services provided to
individuals in an
IMD

Clinically Managed Population-Specific High
Intensity Residential Services

State Plan
(Individual services
covered: contingent
on SPA approval)

Services provided to
individuals in an
IMD

Substance Abuse Non-Medical Community
Residential Treatment

State Plan
(Individual services
covered)

Services provided to
individuals in an
IMD
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SUD BENEFIT

MEDICAID
AUTHORITY

EXPENDITURE
AUTHORITY

Substance Abuse Medically Monitored
Community Residential Treatment

State Plan
(Individual services
covered)

Services provided to
individuals in an
IMD

Medically Managed Intensive Inpatient

State Plan
(Individual services
covered)

Services provided to
individuals in an
IMD

Outpatient Opioid Treatment Program State Plan Services provided to
individuals in an
IMD

Office Based Opioid Treatment Program State Plan Services provided to
individuals in an
IMD

Ambulatory Withdrawal Management without | State Plan

Extended On-Site Monitoring

Ambulatory Withdrawal Management with State Plan

Extended On-Site Monitoring

(Individual services
covered: contingent
on SPA approval)

Social Setting Detoxification Withdrawal
Management

State Plan
(Individual services
covered: contingent

Services provided to
individuals in an
IMD

on SPA approval)

Non-Hospital Medical Detoxification State Plan Services provided to
Withdrawal Management individuals in an

IMD
Medically Supervised or Alcohol and Drug State Plan Services provided to
Abuse Treatment Center (ADATC) individuals in an
Detoxification Crisis Stabilization IMD
Medically Managed Intensive Inpatient State Plan Services provided to

Withdrawal Management

individuals in an
IMD

The state attests that the services indicated in Table 2, as being covered under the Medicaid state
plan authority are currently covered in the North Carolina Medicaid state plan, except those that
are listed as being contingent on SPA approval.

a. SUD Implementation Plan Protocol. The state must submit an OUD/SUD
Implementation Plan Protocol within 90 calendar days after approval of the SUD
program under this demonstration. The state may not claim FFP for services provided in
IMDs until CMS has approved the SUD Implementation Plan Protocol. Once approved,
the SUD Implementation Plan Protocol will be incorporated into the STCs, as
Attachment D, and once incorporated, may be altered only with CMS approval. After
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approval of the SUD Implementation Plan Protocol, FFP will be available prospectively,
not retrospectively. Failure to submit an Implementation Plan Protocol will be
considered a material failure to comply with the terms of the demonstration project as
described in 42 CFR 431.420(d) and, as such, would be grounds for termination or
suspension of the OUD/SUD program under this demonstration. Failure to progress in
meeting the milestone goals agreed upon by the state and CMS will result in a funding
deferral.

At a minimum, the SUD Implementation Plan Protocol must describe the strategic
approach and detailed project implementation plan, including timetables and
programmatic content where applicable, for meeting the following milestones which
reflect the key goals and objectives of the SUD component of this demonstration:

I. Access to Critical Levels of Care for OUD and other SUDs: Service delivery for
new benefits, including residential treatment and withdrawal management, within 12-
24 months of OUD/SUD program demonstration approval;

ii. Use of Evidence-based SUD-specific Patient Placement Criteria: Establishment of
a requirement that providers assess treatment needs based on SUD-specific,
multidimensional assessment tools, such as the American Society of Addiction
Medicine (ASAM) Criteria or other assessment and placement tools that reflect
evidence-based clinical treatment guidelines within 12-24 months of OUD/SUD
program demonstration approval;

iii. Patient Placement: Establishment of a utilization management approach such that
beneficiaries have access to SUD services at the appropriate level of care and that the
interventions are appropriate for the diagnosis and level of care, including an
independent process for reviewing placement in residential treatment settings within
12-24 months of SUD program demonstration approval,

iv. Use of Nationally Recognized SUD-specific Program Standards to set Provider
Qualifications for Residential Treatment Facilities: Currently, residential treatment
service providers must be a licensed organization, pursuant to the residential service
provider qualifications described in North Carolina Administrative Code (10A NCAC
27G.0401). The state will establish residential treatment provider qualifications in
licensure, policy or provider manuals, managed care contracts or credentialing, or
other requirements or guidance that meet program standards in the ASAM Criteria or
other nationally recognized, SUD-specific program standards regarding in particular
the types of services, hours of clinical care, and credentials of staff for residential
treatment settings within 12-24 months of OUD/SUD program demonstration
approval;

v. Standards of Care: Establishment of a provider review process to ensure that
residential treatment providers deliver care consistent with the specifications in the
ASAM Criteria or other nationally recognized SUD program standards based on
evidence-based clinical treatment guidelines for types of services, hours of clinical
care, and credentials of staff for residential treatment settings within 12-24 months of
SUD program demonstration approval;
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vi. Standards of Care: Establishment of a requirement that residential treatment
providers offer MAT on-site or facilitate access to MAT off-site within 12-24 months
of SUD program demonstration approval;

vii. Sufficient Provider Capacity at each Level of Care including Medication Assisted
Treatment for OUD: An assessment of the availability of providers in the key levels
of care throughout the state, or in the regions of the state participating under this
demonstration, including those that offer MAT within 12 months of SUD program
demonstration approval;

viii. Implementation of Comprehensive Treatment and Prevention Strategies to
Address Opioid Abuse and OUD: Implementation of opioid prescribing guidelines
along with other interventions to prevent prescription drug abuse and expand coverage
of and access to naloxone for overdose reversal as well as implementation of strategies
to increase utilization and improve functionality of prescription drug monitoring
programs;

iX. SUD Health IT Plan: Implementation of the milestones and metrics as detailed in
STC 19(f) and Attach