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MEMORANDUM

To: Members
Joint Committee on Finance

From: Senator Howard Marklein
Representative Mark Born

Date: February 12, 2024
Re: 5-Day Passive Review Approval ~ DHS

Pursuant 1o s. 49.45(21), Stats., attached is a 5-day passive review request from
the Department of Health Services, received on February 12, 2024.

Please review the material and notify Senator Marklein or Representative Born
no later than Friday, February 16, 2024, if you have any concerns about the
request or if you would like the Committee to meet formally to consider it.
Also, please contact us if you need further informaticn.
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State of Wisconsin
Department of Health Services

Tony Evers, Governor
Kirsten L. Johnson, Secretary

December 8, 2023 BEC ()/“8 2023
T Fanc e

The Honorable Howard L. Marklein, Senate Co-Chair
Joint Committee on Finance

Room 316 East

State Capitol

PO Box 7882

Madison, W1 53797

The Honorable Mark Born, Assembly Co-Chair
Joint Committee on Finance

Room 308 Hast

State Capitol

PO Box 8952

Madison, W1 53708

Dear Senator Marklein and Representative Bom:

Per s, 49.45(2t), created by 2017 Act 370, L am requesting approval from the Committee, under
14-day passive review, to implement new policies and guidelines to be administered by the
Wisconsin Department of Health Services (DHS) for Tribal Federally Qualified Health Centers
(FQHCs) that operate in the State of Wisconsin. The new methodology will resuit in more
federal funding and more prompt reimbursement for Tribal FQMCs.

The annualized amount of the new policies and guidelines, which includes the implementation
of the new Tribal All-Inclusive Rate alternative payment methodology (APM), is $63.2 million
All Funds effective October 1, 2023, Of the $63.2 million annual all funds cost, $37.5 million
would be paid for by the federal government, and $5.7 million would be paid for with state
GPR. The new policies and guidelines are funded primarily by federal funds because services
covered by Medicaid for Tribal members and provided at a Tribal FQHC are 100% federally
funded. The Department estimates that approximately 72% of services provided at Tribal
FQHCs are to Tribal Members, with Non-Tribal members being reimbursed at the standard
federal medical assistance percentage (FMAP). '

The current Medicaid reimbursement methodelogy creates financial challenges for Tribal
FQHCs in serving the Medicaid population. Under current policy, the Department initially pays
Tribal FQHCs for each unit of service according to the Medicaid fee schedule, which is well
below their cost of operations, Later, Medicaid pays a cost seltlement to the FQHC that reflects
the difference between the FQHC’s actual cost for providing the services and the payments it
initially received under the fee schedule, The Department calculates the settlenent based on
cost reports submitted by the FQHC. Tribal FQHCs must wait for the cost settlement after the
cost report is complete, which is often a complex process and requires Tribal FQHCs to devote
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significant resources to the effort. Cost reporting often has numerous delays that can take yeats
to resolve before settlements are final and a Tribal FQHC can receive reimbursement.

The new policies and guidelines will amend the State Plan to enable Tribal FQUCs to choose
between two options for reimbursement: the Prospective Payment System (PPS) and the Indian
Health Service All-Inciusive Rate APM. Each reimbursement method will be made on a per
encounter basis. The All-Inclusive Rate is published annually in the federal register and is only
available to Indian Health Services Facilities and Tribal FQHCs.

For non-Tribal FQHCs, the state implemented the PPS reimbursement methodology in 2017,
under which Medicaid pays the FQHC a per-encounter rate based on projected service costs,
eliminating the need for after-the-fact cost settlement payments.

Overall, the replacement of the cost settlement APM with the All-Inclusive Rate APM will
atlow Tribal FQHCs to receive prompt payment, free up tribal resources from cost-reporting
responsibilities, and provide a significant increase in federal funding for most tribes.
Attached is the State Plan amendment language. Please contact me with any questions.
Sincerely,
/- /)
) "’_'{:m___’, ((yjjyt'/?(p?m_hmm_

Kirsten Johnsor
Secretary-designee



Wisconsin State Plan Amendment ~ Tribal Faderally Qualified Health Centers Relmbursement
Methodology

Supersedes Attachment 4.19-8 Page 10.d. from 2018 06 21 WI 17-0010

The purpose of this State Plar Is to set forth policies and guldelines to be administared by the Wisconsin
Department of Health Serviees {DHS) for tribal Federally Qualified Health Centers (FQHCs) operating in
the State of Wisconsin. Wisconsin Tribal Federally Qualified Heaith Centers {FQHCs} may choose to
participate in the Medicaid Program and receive reimbursement for Medicald covered services under
one of two optichs.

Option 1: Prospectlve Payment System {PPS) Rate

A. Payment Methodology;
Wisconsin Tribal FQHC reasonable cost payments are made on a per encounter basis, An encounter
is a qualifying visit between a client and & qualified Wisconsin Medicald Tribal FOHC provider wha is
providing a Medicald covered medical, dental, and/or behavioral ambulatary service on s singie day,
at an approved Tribal FQHC location, for a diagnosis, treatment, or preventative service. Only ane
medical, one dental, and one behavioral encounter will be paid per patient per day, except in the
event of a subsequent Elness or injury. All anciltary Medicaid services are bundied in the par
efcounter rate and cannot be billed as a separate encountar.

Each-Rroscription dh—; Rsact Sy-aTrlk 3!5,{ speratod-FOMG nha‘rmam{ srstituteras anentountemand
l-reimbursed-attheir PRE-eate-whichis-calsulated tn-thamethodology-describedinsection-B. There
ia—ﬂeﬂmit—t&t-he—namherme{-eneeua%e&s—&-m%mawhe~+‘@imhur—ged-in—aﬁinglewday-ﬁappr-eae«%miem

based-encountersThe-cneounterrata-is-inclusive af-drupand-disponsing costsTeibabQHC

RRat tec-are-paid-the-enceunter rate by WisconsinMedicaid regardless st their-mathed-of

purchasing.
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B. Methodology for Catculating a Basellne PPS Rate:
The Division of Medicald Services (DIMS) caleulates a baseline PPS rate for Tribal FQHCs rate using
the following methodology:

1. Annual cost reports far & Tribal FQHC's fiscal years 1999 and 2000 were submitted ta the DMS
by the centars.

2. The DMS audits the submitted cost reports thereby establishing an annual encounter rate for
each canter for center fiscal years 1999 and 2000.

3. The PPS hasefine rate Is caiculated by weighting the audited encounter rates for FY 1959 and FY
200C based on the share of audited Medicaid Tribal FQHC encounters during the respective
fiscad years:

i.  The numbers of audited Medicaid Tribal FQHC encounters for FY 1999 and £Y 2000 are
determined and then added together to obtain the totaf number Medicald encounters at
the center in both fiscal years, The share of total encounters that occurred in each fiscal
year is then caiculated,



if.  The share of tots) encounters that occusred in each fiscal year is then muttiplied by that
fiscal year's encounter rate to obtain an apportioned encounter rate for each fiscal year.

il The apportioned encounter rates for FY 19599 and FY 2000 are totaled Lo yield the PPS
baseline rate,

Tribal FQHCs recelving thelr inftial designation after £Y 2000, will be paid an average encounter
rate of other Tribal FOHCs located in the same or adjacent area with similar caseloads, on an
interim basls. Within two years of recelving its initizl designation, the Tribal FQHC must
demonstrate ts actual costs using standard cost reporting methods maintained by the
Department, to establish its baseline PPS rate. The Department will review the new center’s
CMS-approved cost reporst te ensure the costs are reasonable and necessary.

C. Subsequent Year ME] Adjustments:
Effective each year an January 1, the Department wil adjust the PPS rate hy adding the current Cvis
Market Basket Data inflation rate specific to Federally Qualified Center PPS,

D. Scope Change Definitlon:
The PPS rate will also be adjusted to reflect changes in the scope of sesvices provided by the Tribal
FQHC. Adjustments to the PPS rate for the increase or decrease in scope of services will be reflectad
In the PPS rate and, after rate approval, will be made retroactively effective beginning the first day
of the month In which the qualifying event occurred. The adjustment may result in either an
increase or decrease in the $PS Rate paid to the Tribal FQHE. Feliowing the end of a Tribal FQHC
fiscal year, each Tribal FQHC has the option to submit documentation identifying whether a change
In the scope of services has occurred, A scope change adjustment will be granted anly if the Tribal
FOHC demanstrates a change In the type, intensity, duratien, and/or amount of services has
occurred and the cthange In scope of services resulted In at least a three {3) percent increase or
decrease in the center's MEi-adjusted PPS rate for the Tribal FQHC fiscal year in which the change in
scope of service toak place, To determine If the 3% threshold is met, the portion of the Tribal FQHCs
cost-per-visit specifically attributable to the scope change will be divided by the PPS rate in effect
during the fiscal year in which the qualifylng event occurred, it is the responsibitity of the Tribal
FOHKC to submit documentation to the Department of Health Services idantifying whether a scope
change has cccurred within ane hundrad twenty {120) days of the Tribal EQHC's fiscal year end,

E, Scope Change Adjustment Pracess;
If documentation submitted by the Tribal FQHC demonstrates that a scope change has occurred,
P#5 rates will be updated through the completion and submission of a CMS-approved Tribal FQHC
cost repart in accordance with the Tribal FQHC cost reporting guidance maintained by the
Department. The Department wi! review each submitted report to ensure that the PPS rates are
based upon reasonable costs of praviding Tribal FQHC services. Cost and encounter data from the
report will be used to set the Tribal FOHC's PPS reimbursement rate. Adjustments to the PES rata for
the increase or decrease in scope of services will be reflected In the PPS rate and, after rate
approval, will be made retroactively effective beginning the first day of the month in which the
quailfying event occurred, if the qualifying event begins during a fiscal year that does not meet the
3% threshold but meets the 3% threshold In a subsequent fiscai year, then the rata will be made
affective the first day of the fiscal year in which It quaiifies, If during the Department’s review, the
Department requests additional documentation to calculate the rate for the changa(s) in scope of
service, the Tribal FQHC must provide the additienal documentation within thirty {30) days. If the
Tribal FQHC does not submit the additlonal documentation within the specified timeframe, this may



delzy implementation of any approved scope-of-service rate adjustment, The department will
provide an appeal process for providers requesting further review of denjed scope change requests.

F. Supplemental Payments under Managed Care:
In the case of any Tribal FOHC that contracts with a managed care organization, supplemental wrap
around payments will be made pursuant to 3 payment schedule agreed to by the State and the
Tribal EQHC, but in no case less frequently than every 4 months, for the difference between the
payment amounts paid by the managed care organlzation, net induding financial or quality
incentive payments, and the amount to which the center is entitled uneler the PPS rate.

Option 2; Indian Health Services [IHS) OMB All Inclusive Rate

A, Payment Methodology:
Wiscansin Tribal FQHCs per encounter autpatient rate wiil be reimbursed In accordance with the
rate published annually in the federal register. A Tribal FQHC in accordance with Federal
Regulations, shall recelve the Indian Heafth Services per encounter outpatient rate for a qualifying
visit at the Tribal FQHC for Medicald beneficlaries, An encounter is a qualifying visit between a cilent
and a qualified Wisconsin Medicaid Tribal FQHT provider who Is providing 3 Medicaid covered
medical, dental, andfor behavioral ambutatory service on a single day, at an approved Tribal FOHC
location, fer a diagnosis, treatment, or preventative sarvice, Cnly one medical, one dental, and one
behavioral encounter will be paid per patient per day, except in the event of a subsequant ness ar
injury. Alt ancillary Medicald services are bundled in the per encounter rate and cannot be billad as a
separate encounter,
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Erescriptions dispensed by a Tribal §38 FQMC Pharmacy constitutes as a separale encounter per
prescription and are reimpbursed as described in Attachment 4,19-B, Pages 5-5a - Pharmacy Foe
Schedule,

B. Subseguent Year OMB All tnclusive Rate:
Effective each year on January 1, the Department will adjust the OMB All-Inclusive Rate to the
current rate on the Federal Register.

C. Supplemental Payments under Managed Care:
in the case of any Tribal FQHC that contracts with a managed care erganlzation, supplemental wrap
around payments will be made pursuant to a payment schedule agreed to by the Siate and the
Tribal FOHC, but in no case lass frequently than every 4 months, for the difference betwaen the
payment amounts pald by the managed care organization, riet including financisl or quality
Incentive paymaents, and the amount to which the center s entitled under the AIR,

A Tribal FQHC will choose between option 1 {Prospective Payment Systern) and 2 {Afl Inclusive Rate}
annually, Rates are adjusted with an effective date of January 1 of the calendar year as both tha All-



Inclusive OMB Rate and inflatlon rates applied to the PPS rate are published in the Federal Register each
fail,



Attachment 4.19-B
Page 5

Wisconsin Medicaid
Pharmacy Fee Schedule

A Wisconsin will reimburse the following prescribed drugs with an Ingredient Cost methodology in
accordance with Actual Acguisition Cost (AAC) as defined at 42 GFR 447,512 and Professional
Dispensing Fee as defined at 42 CFR 447.502.

1. Brand name and generic drugs and other drugs/products maeting the definition of coverad
outpatient drug in 42 CFR 447.502 wili receive an ingredient cost based on AAC plus
professional dispensing fee.

TN #17-0001
Supsrsades
TN #11-004

a.

e,

f.

MC is defined as the lesser of:
* National Average Drug Acquisition Cost (NADAC) plus a professional dispensing fee, or
The provider's usual and customary charge,
If NADAC is unavailable, AAC is the lessar of
+ Wholesale Acquisition Cost (WAC +0%) pius a professional dispensing fee,
State Maximum Allowabie Cost (SMAC) rate, if available, plus a professional dispensing
fee, or
*  The provider's usual and customary charge.
State MAC rates use a two-step pricing factor calculation, SMAC rates are set based on the
greater of 150% of the lowest-cost product in the most commonly used package size or
120% of the second lowest-cost product. AU pricing is updated quarterly and ad hoc updates
are made as needed to account for marketplace price increases, drug shortages or in
response to provider inquirles.
Professional Dispensing Fee will be based on the annual prescription volume of the
enrolied pharmacy. The professional dispensing fee tiers are as follows:
+  Less than 34,989 prescriplions per year= $15.69
+ 35,000 or more prescriptions per year= $10.51
An annual attestation by each Medicaid-enrolied pharmacy provider documents prescription
volume and determines the tier under which the pharmacy will be paid for the subsequent year.
Compaund Drug Allowance is $7.79 and reimbursed in addition to a_-provider's
assigned professional dispensing fee.

Repackaging Allowance is $0.015 per unil billed and reimbursad in addition to g provider's
assigned professional dispensing fee when repackaging occurs.

340B covered entity purchased drugs under 1927(a)(5)(B) of the Act inctuding designated 3408
Indian Health Service/Tribal/Urban (1/T/U} pharmacies will racelve an AAC Ingredient cost
that is no more than the 3408 ceiling price plus a professional dispensing fee as defined apove
in (AY1)(d).

AAC is defined as:

* The State calculated 3408 celling price plus a professional dispensing fee, or
* Ifthe ceiling price is not available., WAQC -50% plus a professional dispensing fee.

Approvai Date:  §/28/17 Effective dale: 04/01/2017



Attachment 4,19-
B Page 5a

Wisconsin Medicaid
Pharmacy Fee Schedule, continued

3. Drugs purchased outside of the 340B program by covered entities will be reimbursed an
ingredient cost based on the AAC plus professional dispensing fee as noted in {AY1) ahove.

4. Drugs acquired through the federal 340B drug price program and dispensed by 3408
contract pharmacies are not covered.

5. Drugs acquired viathe Federal Supply Schedule {F§S) will be reimbursed ingredient cost
based on MC plus a professional dispensing fee as defined above in (A}(1)(d).

6. Drugs acquired at Nominal Price (outside of 340B or FSS) will be reimbursed ingredient cost
based on MG plus a professional dispensing fee as defined above in (A1),

B. Wisconsin will relmburse the following drugs with the reimbursement methodology described as the
drugs are not required to meet the AAC definition at 42 CFR 447.512,

1. Drugs dispensed by IHS/Tribal facilities paid-using encnuntessates-will be reimbursed one of two

oplions:
[. _Prospective Payment System:

Each Prescription dispensed by a Tribally operated FQHC Pharmacy constitutes as an encounter and is

reimbursed at their PPS rate which is calculated in the methodology described in section B of Option 1:

Prospective Payment System (PPS) Rate 4.19-B Page 10.d. There iz no limit o the number of

encounters thal may be reimbursed in a single day for prescription-based encounters. The encounter

rate is inclusive of drug and dispensing costs, Tribal FQHC Pharmacies are paid the encounter rate by

Wisconsin Medicaid regardless of their method of purchasing,
i Indian Health Services (IHS) OMB All Inclusive Rate:

Each prescription dispensed by a Tribally operated FQHC Pharmacy constitutes as an encounter is

reimbursed at the Indian Health Services outpatient rate in accordance wilh the annual Faderal Reqgisier

Notice, There is no fimit to the number of encounters that may be reimbursed in a single day for

prescription-based encounters. The encounter rate is inclusive of drug and dispansing costs. Tribal

FQHC Pharmacies are paid the encounter rate by Wisconsin Medicaid regardless of their method of

purchasing,

A”Cfordrdgoostsandreimbursed-an-FQHG-spesific-professional-dispensing-fesof $724.02 and.-
sostresconciledHothelapproved-faderal-encountorrates-An IHS Tribal facility is defined as an
FQHC that receives funds under the Indian Self-Determination Act.

42, Non-tribal Federally Qualified Health Centers (FQHCs) are those entities designated
by the federal Department of Health and Human Services as FQHCs, Non-tribal FQHCs will
be reimbursed AAC for drug costs. Professional dispensing fees will be included in the non-
tribal FQHC encounter rates except for SeniorCare members. For SeniorGCare members, non-
tribal FQHCs will receive ingredient cost based on AAC plus the FQHC-specific professional
dispensing fee of $24.92,

3. Speclalty drugs not dispensed by a retall community pharmacy including drugs
dispensed primarily through the mall (but not in institutions or long term care) wil receive
an ingredient cost plus a professional dispensing fee as defined above in (A)(1)(d).

Rates for specialty drugs will be based on a State Speciaity Maximum Allowable Cost Spaciaity
TN #17-0001

Supersedes Approval Date: 8128107 Effeclive dale: 04/01/2047
TN #01-008



drug rates will be updated monthly based on a review of product availability and specially pricing
in the marketplace. The specialty drug list is comprised of drug therapy classes where the
majority of drugs within the therapy class do not have an available NADAG rate.

State Specialty Maximum Allowable Cost rates for generic specialty products are developed
using the SMAC methodology described above in (A)(1)(c). For select single-source brand
specialty products, Wisconsin or s contractor will use benchmark provider reimbursement
discounts {e.g., commercial and/or Medicaid Managed Care) to develop State Speciaity
Maximum Allowable Cost reimbursement rates.

Reimbursement is the lower of:

*+  The State determined State Speciatty Maximum Allowable Cost rate plus a professional dispensing fee as
defined above in {(A)1)(d) or

+  Theprovider's usual and customary chargs.
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