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Governor Asa Hutchinson
250 State Capitol
Little Rock, Arkansas 72201

Dear Governor Hutchinson:

Enclosed is the Department of Human Services’ (DHS) Medicaid Transformation Scorecard and
Quarterly Reports for the first quarter (Q1) and second quarter (Q2) of State Fiscal Year (SFY)
2021. I am pleased to report that DHS continues to be on track to achieve the five-year savings
target of $835 million you established with the Health Care Task Force (HCTF) for the period
SFY 2017-2021. Overall, DHS spending for traditional Medicaid has been $1.172 billion lower
through SFY 2021 Q2 than the HCTF projected spending. The savings goal for SFY 2021 is
$212 million. Spending was $264 million lower through Q2.

In addition, the HCTF projected additional savings of $40 million in SFY 2021 due to the
implementation of a provider-led care organization model for individuals with serious mental
illness and developmental disabilities. This model would also generate $56 million in premium
tax revenues according to the HCTF projections in SFY 2021. The Provider-led Arkansas
Shared Savings (PASSE) program was implemented ahead of schedule and the three PASSE
organizations took full risk beginning in March 2019. Thus far, the PASSE program has lowered
spending by $81 million compared to the baseline and has generated $55 million in premium tax
revenue.

The quarterly savings goals for Q1 and Q2 were exceeded. Savings for each of the program

areas (Developmental Disabilities, Behavioral Health, Long-term Services and Supports,
Pharmacy, Dental, and PASSE) were also achieved. As you know, SFY 2021 is the final year of
the five-year Medicaid Transformation Initiative. While the cumulative savings targets will be
exceeded, the cost of the Medicaid program is influenced by many factors including economic
conditions, advances in medical technology, changes in utilization and the cost of providing
services. As SFY 2022 begins, a number of rate increases are due to take effect. Several

changes to increase the amount of services available to adults were also made during the most
recent legislative session that DHS will implement.

The Public Health Emergency (PHE) due to COVID-19 has had mixed results on health care
expenditures nationally as well as in Arkansas. Enrollment, utilization, the use of telemedicine
to deliver services, and increased vaccinations all have had various impacts on expenditures.
While national health care expenditures slowed for much of 2020, the rate of spending is
returning to pre-COVID levels.
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The Division of Medical Services (DMS) has completed 11 rate reviews; four draft reports are

out for provider comments; and six are under internal review. DMS has begun research on the
next round of rates for:

o Non-primary care physician services

e Qutpatient behavioral health services
Inpatient hospital services

¢ OQutpatient hospital services

® Home and Community Based Services (HCBS) and HCBS-like services under the
PASSE program

e Autism waiver

DMS will also review potential changes to the nursing facility cost manual due to changes in
Medicare allowable costs and the impact of COVID.

With the close of SFY 2021, we will submit the final scorecard for Medicaid Transformation

2017-2021 to you shortly. We greatly appreciate your continued support and leadership in this
important matter.

Sincerely,

Cindy Gillespie

Secretary, Arkansas Department of Human Services
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