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March 5, 2018

The Honorable Asa Hutchinson
Governor

State of Arkansas

500 Woodlane Street

Little Rock, Arkansas 72201

Dear Governor Hutchinson:

[ am pleased to inform you that the Centers for Medicare & Medicaid Services (CMS) is
approving Arkansas’s request for an amendment to its section 1115 demonstration project,
entitled “Arkansas Works.” The details of this approval will be transmitted to Cindy Gillespie,
Director of the Arkansas Department of Human Services.

I want to express my appreciation for the hard work and commitment to innovation that your
team has displayed during this process. At CMS, we are dedicated to empowering states to better
serve their residents through state-led reforms that improve health and help lift individuals out of
poverty. Your efforts through this demonstration help us to fulfill that promise.

Congratulations to the entire Arkansas team on reaching approval. We look forward to our
continued work together through the implementation of these important reforms.

Seema Verma
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Cindy Gillespie

Director

Arkansas Department of Human Services
700 Main Street

Little Rock, Arkansas 72201

Dear Ms. Gillespie:

The Centers for Medicare & Medicaid Services (CMS) is approving Arkansas’s request for an
amendment to its section 1115 demonstration project, entitled “Arkansas Works” (Project
Number 11-W-00287/6) in accordance with section 1115(a) of the Social Security Act (the Act).

This approval is effective March 5, 2018, through December 31, 2021, upon which date, unless
extended or otherwise amended, all authorities granted to operate this demonstration will expire.
CMS’s approval is subject to the limitations specified in the attached expenditure authorities,
waivers, and special terms and conditions (STCs). The state will begin implementation of the
community engagement requirement no sooner than June 1, 2018. The state may deviate from
Medicaid state plan requirements only to the extent those requirements have been listed as
waived or as not applicable to expenditures.

Extent and Scope of Demonstration

The current Arkansas Works section 1115 demonstration project was implemented by the State
of Arkansas (“state”) in December 2016. The Arkansas Works program provides certain adult
Medicaid beneficiaries with premium assistance to purchase qualified health plan (QHP)
coverage through the Health Insurance Marketplace. As originally approved, Arkansas Works
was designed to leverage the efficiencies and experience of the commercial market to test
whether this premium assistance mode improves continuity, access, and quality for Arkansas
Works beneficiaries and results in lowering the growth rate of premiums across population
groups. The demonstration project also attempts to facilitate transitions between and among
Arkansas Works, ESI, and the Marketplace for Arkansas Works enrollees. Approval of this
demonstration amendment allows Arkansas, no sooner than June 1, 2018, to require all Arkansas
Works beneficiaries ages 19 through 49, with certain exceptions, to participate in and timely
document and report 80 hours per month of community engagement activities, such as
employment, education, job skills training, or community service, as a condition of continued
Medicaid eligibility. Community engagement requirements will not apply to Arkansas Works
beneficiaries ages 50 and older so as to ensure alignment and consistency with the state’s
Supplemental Nutrition Assistance Program (SNAP) requirements. The alignment is appropriate
and consistent with the ultimate objective of improving health and well-being for Medicaid
beneficiaries.
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CMS also is authorizing authorities for additional features, including:

e Removing the requirement to have an approved-hospital presumptive-eligibility state
plan amendment (SPA) as a condition of enacting the state’s waiver of retroactive
eligibility;

e Clarifying the waiver of the requirement to provide new adult group beneficiaries' with
retroactive eligibility to reflect the state’s intent to not provide retroactive eligibility but
for the 30 days prior to the date of application coverage; and

e Removing the waiver and expenditure authorities related to the state’s mandatory

employer-sponsored insurance (ESI) premium assistance program, as the state no longer
intends to continue this program.

Under the new community engagement program, the state will test whether coupling the
requirement for certain beneficiaries to engage in and report work or other community
engagement activities with meaningful incentives to encourage compliance will lead to improved
health outcomes and greater independence. CMS is approving the community engagement
program based on our determination that it is likely to assist in promoting the objectives of the
Medicaid program. The terms and conditions of Arkansas’s community engagement
requirement that accompany this approval are consistent with the guidance provided to states
through State Medicaid Director’s Letter (SMD 18-0002), Opportunities to Promote Work and
Community Engagement Among Medicaid Beneficiaries, issued on January 11, 2018. CMS is
not at this time approving Arkansas’s request to reduce income eligibility for Arkansas Works
beneficiaries to 100 percent of the federal poverty level (FPL).

Determination that the demonstration project is likely to assist in promoting Medicaid’s
Objectives

Demonstration projects under section 1115 of the Act offer a way to give states more freedom to
test and evaluate innovative solutions to improve quality, accessibility and health outcomes in a
budget-neutral manner, provided that, in the judgment of the Secretary, the demonstrations are
likely to assist in promoting the objectives of Medicaid.

While CMS believes that states are in the best position to design solutions that address the
unique needs of their Medicaid-eligible populations, the agency has an obligation to ensure that
proposed demonstration programs are likely to better enable states to serve their low-income
populations, through measures designed to improve health and wellness, including measures to
help individuals and families attain or retain capability for independence or self-care. Medicaid
programs are complex and shaped by a diverse set of interconnected policies and components,
including eligibility standards, benefit designs, reimbursement and payment policies, information
technology (IT) systems, and more. Therefore, in making this determination, CMS considers the
proposed demonstration as a whole.

! This group includes adults up to and including 133 percent of the FPL who meet the other criteria specified in
Section 1902(a)(10)(A)(i)(VIII) of the Social Security Act.
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In its consideration of the proposed changes to Arkansas Works, CMS examined whether the
demonstration as amended was likely to assist in improving health outcomes; whether it would
address behavioral and social factors that influence health outcomes; and whether it would
incentivize beneficiaries to engage in their own health care and achieve better health outcomes.
CMS has determined that the Arkansas Works demonstration as amended is likely to promote

Medicaid objectives, and that the waivers sought are necessary and appropriate to carry out the
demonstration.

1. The demonstration is likely to assist in improving health outcomes through

strategies that promote community engagement and address certain health
determinants.

Arkansas Works supports coordinated strategies to address certain health determinants, as well
as promote health and wellness through increased upward mobility, greater independence, and
improved quality of life. Specifically, Arkansas Works’ community engagement requirement is
designed to encourage beneficiaries to obtain and maintain employment or undertake other
community engagement activities that research has shown to be correlated with improved health
and wellness.>® As noted in CMS’ SMDL: 18-0002, these activities have been positively
correlated with improvements in individuals’ health. CMS has long supported policies that
recognize meaningful work as essential to the economic self-sufficiency, self-esteem, well-being,
and improved health of people with disabilities.

Given the potential benefits of work and community engagement, we believe that state Medicaid
programs should be able to design and test incentives for beneficiary compliance. Under
Arkansas’s demonstration, the state will encourage compliance by making it a condition of
continued coverage. Beneficiaries that successfully report compliance on a monthly basis will
have no disruption in coverage. It is only when a beneficiary fails to report compliance for 3
months that the state will dis-enroll the beneficiary for the remainder of the calendar year.
Beneficiaries that are disenrolled from their plan will be able to re-enroll through Arkansas
Works upon the earlier of turning age 50, qualifying for another category of Medicaid eligibility,
or the beginning of a new calendar year.

Arkansas’ approach is informed by the state’s experience with the voluntary work-referral
program in its current demonstration, which the state has not found to be an effective incentive.
Since January 2017, certain individuals enrolled in Arkansas Medicaid have been referred to the
Arkansas Department of Workforce Services (DWS), which provides a variety of services to
assist individuals in gaining employment. Through October 2017, only 4.7 percent of
beneficiaries followed through with the referral and accessed DWS services. Of those who
accessed DWS services, 23 percent have become employed. This result suggests that referrals
alone, without any further incentive, may not be be sufficient to encourage the Arkansas Works

2 Waddell, G. and Burton, AK. Is Work Good For Your Health And Well-Being? (2006) EurErg Centre for Health
and Social Care Research, University of Huddersfield, UK

3 Van der Noordt, M, Jzelenberg, H, Droomers, M, and Proper,K. Health effects of employment: a systemic review
of prospective studies. BMJournals. Occupational and Environmental Medicine. 2014: 71 (10).
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population to participate in community engagement activities. CMS will therefore allow
Arkansas to test whether the stronger incentive model is more effective in encouraging
participation.

Arkansas has tailored the incentive structure to include beneficiary protections, such as an
opportunity to maintain coverage for beneficiaries who report that they failed to meet the
community engagement hours due to circumstances that give rise to a good cause exemption, as
well as the opportunity to apply and reenroll in Arkansas Works in the beginning of the next plan
year. Additionally, if Arkansas determines that a beneficiary’s failure to comply or report
compliance was the result of a catastrophic event or circumstances beyond the beneficiary’s
control, the beneficiary will receive retroactive coverage to the date coverage ended without need
for a new application. The impact of this incentive, as well as other aspects of the
demonstration, will be assessed through an evaluation designed to measure how the
demonstration affects eligibility, and health outcomes over time for persons subject to the
demonstration’s policies.

2. The demonstration is expected to strengthen beneficiary engagement in their
personal health care.

CMS believes that it is important for beneficiaries to engage in their personal health care,
particularly while they are healthy to prevent illness. Accordingly, CMS supports state testing of
policies designed to incentivize beneficiaries to obtain and maintain health coverage before they
become sick so they can take an active role in engaging in their personal health care while
healthy. Consistent with CMS’s commitment to support states in their efforts to align Medicaid
and private insurance policies for non-disabled adults to help them prepare for private coverage
(stated in the letter to governors on March 14, 2017), this amendment removes the requirement
that Arkansas provide hospitals with an opportunity to conduct presumptive eligibility
(consistent with Section 1902(a)(47)(B)) as a condition of its waiver of retroactive eligibility. It
further clarifies the waiver of the requirement to provide new adult group beneficiaries with
retroactive eligibility but for the 30 days prior to the date of application coverage. With respect
to the waiver of retroactive eligibility, through this approval, we are testing whether eliminating
2 of the 3 months of retroactive coverage will encourage beneficiaries to obtain and maintain
health coverage, even when they are healthy. This feature of the amendment is intended to
increase continuity of care by reducing gaps in coverage when beneficiaries churn on and off of
Medicaid or sign up for Medicaid only when sick with the ultimate objective of improving
beneficiary health.

Consideration of Public Comments

Both Arkansas and CMS received comments during the state and federal public comment
periods. Consistent with federal transparency requirements, CMS reviewed all of the materials
submitted by the state, as well as all the public comments it received, when evaluating whether
the demonstration project as a whole was likely to assist in promoting the objectives of the
Medicaid program, and whether the waiver authorities sought were necessary and appropriate to
implement the demonstration. In addition, CMS took public comments submitted during the
federal comment period into account as it worked with Arkansas to develop the STCs that
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accompany this approval that will bolster beneficiary protections, including specific state
assurances around these protections to further support beneficiaries.

Opposing commenters expressed general disagreement with efforts to modify Arkansas Works.
Some offered more specific feedback regarding individual elements of the demonstration or the
impact of certain provisions on distinct populations. Some commenters expressed the desire to
see greater detail regarding how the program would be operationalized, particularly with respect
to provisions like the community engagement requirements. Other comments expressed concerns
that these requirements would be burdensome on families or create barriers to coverage. The
state has pledged to do beneficiary outreach and education on how to comply with the new
community engagement requirements, and intends to use an online reporting system to make
reporting easy for enrollees. Further, CMS intends to monitor state-reported data on how the
new requirements are impacting enrollment.

Many commenters indicated that many beneficiaries not qualifying for Medicaid on the basis of
disability may still have issues gaining and maintaining employment due to their medical or
behavioral health conditions. To mitigate these concerns, Arkansas assures that it will provide
these beneficiaries reasonable modifications, which could include the reduction of or exemption
from community engagement hours. This is a condition of approval, as provided in the STCs.

Some commenters expressed concern that Arkansas’s proposal “lacked sufficient detail to permit
informed public comments.” To ensure meaningful public input at the Federal level, and to
facilitate the demonstration application process for States, CMS utilizes standardized
demonstration application requirements so that the public, including those with disabilities, and
CMS can meaningfully assess states” applications. Upon receipt of Arkansas’ proposal, CMS
followed its standard protocols for evaluating the completeness of the application and determined
that Arkansas application was complete. We continue to believe that Arkansas submitted
sufficient detail to permit meaningful public input.

Many commenters who opposed the community engagement requirement emphasized that the
community engagement requirements would be burdensome for individuals and families or
create barriers to coverage for non-exempt people who might have trouble accessing care. We
believe that the community engagement requirements create appropriate incentives for
beneficiaries to gain employment. Given that employment is positively correlated with health
outcomes, it furthers the purposes of the Medicaid statute to test and evaluate these requirements
as a means to improve beneficiaries” health and to promote beneficiary independence. However,
CMS has included provisions in these STCs to ensure that CMS may withdraw waivers or
expenditure authorities at any time if federal monitoring of data indicates that continuing the
waivers or expenditure authorities would no longer be in the public interest or promote the
objectives of Title XIX and Title XXI, including if data indicates that the community
engagement features of this demonstration may not adequately incentivize beneficiary
participation or are unlikely to result in improved health outcomes, or that other demonstration
features are not operating as intended. In efforts to support beneficiaries, CMS will require
Arkansas to provide written notices to beneficiaries that include information such as how to
ensure that they are in compliance with the community engagement requirements, how to appeal
an eligibility denial, and how to access primary and preventive care during the non-eligibility
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period. The state will also implement an outreach strategy to inform beneficiaries how to report
compliance with the community engagement requirements.

Additional comments characterized the provisions to terminate coverage for failure to participate
in the community engagement process as “causing disruptions in care.” CMS and Arkansas
acknowledged these concerns and Arkansas will be exempting from the requirement those
individuals who are medically frail, as well as those whom a medical professional has
determined are unable to work due to illness or injury. The state will implement an outreach
strategy to inform beneficiaries about how to report compliance with the community engagement
requirements. In addition, monthly notices will provide information on resources available to
beneficiaries who may require assistance reporting community engagement activities.

Several commenters expressed concern about the potential 9-month length of the non-eligibility
period. This would only occur where (i) an individual fails to fulfill his or her community
engagement obligations in the first month of a calendar year and then after receiving a notice
from the State in the second month, fails to respond to that notice by rectifying the situation or
seeking an exemption, (ii) the same individual fails to fulfill his or her community engagement
obligations in the second month of a calendar year and then after receiving a notice from the
State in the third month, fails to respond to that notice by rectifying the situation or seeking an
exemption, and (iii) the same individual fails to fulfill his or her community engagement
obligations in the third month of a calendar year and then after receiving a notice from the State
in the fourth month, fails to respond to that notice by rectifying the situation or seeking an
exemption. The program provides the individual with three opportunities to rectify the situation
or seek an exemption. Any system that requires individuals to fulfill certain requirements as a
condition of receiving benefits necessarily places some degree of responsibility on these
individuals. We believe that the overall health benefits to the effected population through
community engagement outweigh the health-risks with respect to those who fail to respond and
who fail to seek exemption from the programs limited requirements.

Some comments pointed out that the maximum non-eligibility period is longer than what has
been proposed in other state demonstration applications, and does not offer any way to regain
eligibility during the non-eligibility period. CMS acknowledges this and Arkansas will be
required to monitor and report to CMS certain metrics on compliance rates and health outcomes.
CMS will closely monitor this data, and retains the right to suspend, amend or terminate the
demonstration if the agency determines that it is not meeting its stated objectives.

Other commenters expressed concern about Arkansas’ current eligibility and application
operations and their impact on beneficiaries who may reapply for eligibility after serving their
disenrollment period for non-compliance with community engagement. To help mitigate these
concerns, CMS has added additional assurances to the STCs and Arkansas will submit for CMS
approval an eligibility and enroliment monitoring plan within 90 calendar days after approval of
the community engagement amendment of this demonstration which will allow CMS to track
Arkansas’ compliance with the assurances described in the STCs, including several related to
eligibility and application processing systems. The state may not take adverse action on a
beneficiary for failing to complete community engagement requirements until CMS has
reviewed the application processing monitoring plan for completeness and determined that the
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state has addressed all of the required elements in a reasonable manner. As part of this
requirement, CMS will require that Arkansas provide status updates on the implementation of the
eligibility and enrollment monitoring plan in the state’s quarterly reports.

Finally, many comments expressed concern over the waiver of retroactive eligibility, citing
disruptions in care for beneficiaries and potential financial burdens for both providers and
beneficiaries. Arkansas had previously received approval for a conditional waiver of retroactive
coverage conditioned upon the state coming into compliance with statutory and regulatory
requirements related to eligibility determinations. CMS has determined the state has met these
requirements. CMS believes that a more limited period of retroactive eligibility will encourage
beneficiaries to obtain and maintain health coverage, even when they are healthy. As such, with
this amendment we are testing whether this limited retroactive eligibility period supports
increased continuity of care by reducing gaps in coverage when beneficiaries churn on and off
Medicaid or sign up for Medicaid only when sick and whether this feature will improve health
outcomes.

Other Information

CMS’s approval of this demonstration is conditioned upon compliance with the enclosed list of
waiver and expenditure authorities and the STCs defining the nature, character and extent of
anticipated federal involvement in the project. The award is subject to our receiving your written
acknowledgement of the award and acceptance of these STCs within 30 days of the date of this
letter.

Your project officer for this demonstration is Ms. Tia Witherspoon. She is available to answer
any questions concerning your section 1115 demonstration. Ms. Witherspoon’s contact
information is as follows:

Centers for Medicare & Medicaid Services
Center for Medicaid and CHIP Services
Mail Stop: S2-03-17

7500 Security Boulevard

Baltimore, MD 21244-1850

Email: Tia. Witherspoon@cms.hhs.gov

Official communications regarding program matters should be sent simultaneously to Ms.
Witherspoon and Mr. Bill Brooks, Associate Regional Administrator, in our Dallas Regional
Office. Mr. Brooks’ contact information is as follows:

Mr. Bill Brooks

Associate Regional Administrator

Centers for Medicare & Medicaid Services

Division of Medicaid and Children’s Health Operations
1301 Young Street, Suite 833

Dallas, TX 75202
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If you have questions regarding this approval, please contact Ms. Judith Cash, Acting Director,
State Demonstrations Group, Center for Medicaid and CHIP Services, at (410) 786-9686.

Thank you for all your work with us, as well as stakeholders in Arkansas, over the past months to
reach approval.

Seema Verma

Enclosures





