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AVERTING A CRISIS: PROTECTING ACCESS TO
HEALTHCARE IN THE U.S. TERRITORIES

WEDNESDAY, MARCH 17, 2021

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HEALTH,
COMMITTEE ON ENERGY AND COMMERCE,
Washington, DC.

The subcommittee met, pursuant to notice, at 1:02 p.m., via Cisco
Webex online video conferencing, Hon. Anna G. Eshoo (chairwoman
of the subcommittee), presiding.

Members present: Representatives Eshoo, Butterfield, Matsui,
Castor, Sarbanes, Schrader, Cardenas, Ruiz, Kelly, Barragan,
Blunt Rochester, Craig, Schrier, Trahan, Fletcher, Pallone (ex offi-
cio), Guthrie (subcommittee ranking member), Burgess, Griffith,
Bilirakis, Long, Bucshon, Hudson, Carter, Dunn, Curtis, Crenshaw,
Joyce, and Rodgers (ex officio).

Also present: Representative Soto.

Staff present: Jeffrey C. Carroll, Staff Director; Waverly Gordon,
General Counsel; Tiffany Guarascio, Deputy Staff Director; Saha
Khaterzai, Professional Staff Member; Mackenzie Kuhl, Digital As-
sistant; Una Lee, Chief Health Counsel; Meghan Mullon, Policy
Analyst; Kaitlyn Peel, Digital Director; Rick Van Buren, Health
Counsel; C.J. Young, Deputy Communications Director; Sarah
Burke, Minority Deputy Staff Director; Michael Cameron, Minority
Policy Analyst, Consumer Protection and Commerce, Energy, Envi-
ronment; William Clutterbuck, Minority Staff Assistant; Theresa
Gambo, Minority Financial and Office Administrator; Marissa
Gervasi, Minority Counsel, Oversight and Investigations; Grace
Graham, Minority Chief Counsel, Health; Caleb Graff, Minority
Deputy Chief Counsel, Health; Brittany Havens, Minority Profes-
sional Staff Member, Oversight and Investigations; Jack Heretik,
Minority Press Secretary; Nate Hodson, Minority Staff Director;
Sean Kelly, Minority Press Secretary; Peter Kielty, Minority Gen-
eral Counsel; Emily King, Minority Member Services Director;
Bijan Koohmaraie, Minority Chief Counsel; Clare Paoletta, Minor-
ity Policy Analyst, Health; Kristin Seum, Minority Counsel, Health;
Kristen Shatynski, Minority Professional Staff Member, Health;
Olivia Shields, Minority Communications Director; Alan Slobodin,
Minority Chief Investigative Counsel, Oversight and Investigations;
Michael Taggart, Minority Policy Director; and Everett Winnick,
Minority Director of Information Technology.

Ms. EsHOO. I want to call the Subcommittee on Health to come
to order now.
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And due to COVID-19, of course, today’s hearing is being held
remotely, and all Members and witnesses will be participating via
video conferencing.

As part of our hearing, microphones, of course, will be set on
mute to eliminate any background noise. We know how irritating
that is, especially when you are the one that is speaking and there
is a lot of noise in the background. So Members and witnesses, you
have to remember to unmute your microphones each time you wish
to speak.

And documents for the record should be sent to Meghan Mullon
at the email address that we have provided to your staffs, and all
documents will be entered into the record at the conclusion of the
hearing.

The Chair now recognizes herself for 5 minutes for an opening
statement.

OPENING STATEMENT OF HON. ANNA G. ESHOO, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI-
FORNIA

My colleagues, in September of this year the five U.S. territories
will face a Medicaid cliff. And I use this term because it means
that the supplementary Medicaid funding that is provided to the
territories through the Affordable Care Act will run out.

Now, without this Federal funding, over one and a half million
enrollees, including many children, could lose their healthcare.

Each is an American citizen, but they are treated differently
than the constituents of every member of this subcommittee. Since
1967, the territories have struggled with inadequate Federal fund-
ing for their Medicaid programs because the Social Security Act
capped Medicaid funding for the territories. So since 1978 Congress
is on the record noting that the caps on the Medicaid programs se-
verely affect the territories’ health and budgets. But there has been
no significant statutory change to this part of the Social Security
Act in over 50—five-oh—years.

So this is a very important hearing that I hope we are going to
build on and take action to reverse what I am referring to.

Now, because of these restrictions, the territories routinely run
out of Medicaid funds. Over the past decade, Congress has voted
on six separate occasions to provide stopgap funds to certain terri-
tories, including as recently as December 2019.

Except for a temporary increase in Federal funding in FY 2020
and 2021, the funding for the territories is typically three to four
times below what a State Medicaid program would receive. In the
States, the Medicaid program has a flexible financing structure,
which guarantees funding if more individuals enroll due to an eco-
nomic downturn, a pandemic, or a natural disaster. For the rest of
us, that is the way it works. But not for the territories.

So the territories do not have any guarantee. When disaster
strikes, the territories are forced to make hard decisions about cov-
erage and services at the worst possible time. Just when they need
it most, that is when it hurts them the most.

Fortunately, during the ongoing COVID-19 pandemic and eco-
nomic downturn, the territories have benefited from an increased
Federal match for fiscal years 20 and ’21. American Samoa, the
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Northern Mariana Islands, Guam, and the U.S. Virgin Islands re-
ceived an 83 percent Federal match, and Puerto Rico’s current Fed-
eral match is 76 percent. With this additional money, Puerto Rico
was able to cover the cure for hepatitis C for Medicaid patients for
the very first time, and the Northern Mariana Islands were able
to establish an oncology center to provide cancer treatment locally.

But this funding, colleagues, is going to expire on September
30th, which is why the territories, obviously, need a long-term solu-
tion to their Medicaid funding so that they too can meet the needs
of their constituents, as we all work to meet the needs of ours. In
Puerto Rico 85 percent of residents report they are worried that
they will be unable to access healthcare if they need it. In Amer-
ican Samoa, Guam, and the Northern Mariana Islands, the public
hospitals face staff shortages due to low salaries, poor infrastruc-
ture, and high rates of uncompensated care.

So, if we allow the Medicaid cliff to happen, each of the terri-
tories would have to cut—now, listen to this—they would have to
cut 69 to 94 percent of their Medicaid program in fiscal year ’22.
Obviously, percentages this high, we all know, produce dire con-
sequences, and it would—to hundreds of thousands of American
citizens.

So we cannot fail to care for so many American citizens based
solely on where they live. I think we could probably all agree that
this is short-term thinking, except the short-term thinking has
been around for an awfully long time, and it has cost the constitu-
ents of our colleagues that are with us today to testify, and I am
so happy to welcome each one of the Representatives.

My hope is that the hearing will clear a path forward to a long-
term financing solution that fits the needs of the territories and
our fellow Americans who are part of them. So thank you, and wel-
come to our witnesses.

We welcome you very warmly to our subcommittee.

[The prepared statement of Ms. Eshoo follows:]

PREPARED STATEMENT OF HON. ANNA G. ESHOO

In September of this year, the five U.S. territories will face a “Medicaid cliff.” I
use this term because it means the supplementary Medicaid funding provided to the
territories will run out. Without this Federal funding, over 1.5 million enrollees, in-
cluding many children, could lose their healthcare.

Each is an American citizen but they are treated differently than the constituents
of every member of this subcommittee.

Since 1967, the territories have struggled with inadequate Federal funding for
their Medicaid programs because the Social Security Act capped Medicaid funding
for the territories. Since 1978, Congress is on the record noting that the caps on
the Medicaid programs severely affect the territories’ health and budgets, but
there’s been no significant statutory change to this part of the Social Security Act
in over 50 years.

This is a very important hearing that I hope we are going to build on and take
action to reverse what I'm referring to.

Because of these restrictions, the territories routinely run out of Medicaid funds.
Over the past decade, Congress has voted on six separate occasions to provide stop-
gap funds to certain territories, including as recently as December 2019.

Except for a temporary increase in Federal funding for FY 2020 and 2021, the
funding for the territories is typically 3 to 4 times below what a State Medicaid pro-
gram would receive.

In the States, the Medicaid program has a flexible financing structure, which
guarantees funding if more individuals enroll due to an economic downturn, a pan-
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demic, or a natural disaster. For the rest of us that’s the way it works, but not for
the territories.

The territories do not have a guarantee. When disaster strikes, the territories are
forced to make hard decisions about coverage and services at the worst possible
time. Just when they need it most, that’s when it hurts them most.

Fortunately, during the ongoing COVID-19 pandemic and economic downturn, the
territories have benefited from an increased Federal match for fiscal years 2020 and
2021.

American Samoa, the Northern Mariana Islands, Guam, and the U.S. Virgin Is-
lands received an 83 percent Federal match, and Puerto Rico’s current Federal
match is 76 percent.

With this additional money, Puerto Rico was able to cover the cure for hepatitis
C for Medicaid patients for the very first time. The Northern Mariana Islands were
able to establish an oncology center to provide cancer treatment locally.

But this funding is going to expire September 30th, which is why the territories
obviously need a long-term solution to their Medicaid funding so they too can meet
the needs of their constituents as we all work to meet the needs of ours.

In Puerto Rico, 85% of residents report they’re worried that they’ll be unable to
access healthcare if they need it. In American Samoa, Guam, and the Northern
Mariana Islands, the public hospitals face staff shortages due to low salaries, poor
infrastructure, and high rates of uncompensated care.

If we allow the Medicaid cliff to happen, each of the territories would have to cut
69% to 94% of their Medicaid program in FY 2022. Obviously, percentages this high,
we all know, produce dire consequences and it would to hundreds of thousands of
American citizens.

We cannot fail to care for so many American citizens based solely on where they
live. I think we could probably all agree that this is short-term thinking, except this
short-term thinking has been around for an awfully long time. And it has caused
the constituents of our colleagues that are with us today to testify, and I'm so happy
to welcome each one of the Representatives, my hope 1s that the hearing will clear
a path forward to a long-term financing solution that fits the needs of the territories
and the Americans that are part of them.

Ms. EsH0O. The Chair now recognizes Mr. Guthrie, who is the
wonderful ranking member of our subcommittee, for his 5 minutes
for an opening statement.

OPENING STATEMENT OF HON. BRETT GUTHRIE, A REP-
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH
OF KENTUCKY

Mr. GUTHRIE. Thank you, Madam Chair. I appreciate that very
much. And thank you for this important hearing, and I want to
thank the witnesses. I want to thank my colleagues for being here
today representing the people you represent. And I want to—hope-
fully, we can move forward on this hearing.

So today Medicaid funding for five U.S. territories expires Sep-
tember 30th. And I am concerned the result of such an expiration
would have a devastating impact on the residents in each of these
territories. I am committed to working in a bipartisan way to find
a solution that avoids this funding cliff.

But, unfortunately, the two bills we are discussing today miss
the mark and are not bipartisan.

I want to examine how these programs are working for people in
the territories while also improving program integrity and main-
taining congressional oversight. We should be working together to
achieve these goals to ultimately help these Americans.

The hearing today is on the Medicaid programs in the U.S. Vir-
gin Islands, American Samoa, Northern Mariana Islands, Guam,
and Puerto Rico. The Federal Government is projected to spend
around $3 billion on these programs this year, or roughly half of
the annual budget of the FDA. These five programs cover a little
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over 1.3 million people, but over 90 percent of those are in Puerto
Rico. For comparison, in my home State of Kentucky, about one
and a half million people participate in Medicaid.

This committee has a proud history of working together on these
programs. Two years ago we passed unanimously out of committee
a bill that would have increased funding for 4 years in Puerto Rico
and 6 years for the other territories. These bipartisan extensions
included new program integrity measures for each program to
make sure Federal dollars were being spent on the people in these
programs. Congress ended up increasing funding for 2 years for all
five programs. So we are again here to examine ways to move for-
ward.

However, I must point out that, technically, this hearing is a leg-
islative hearing. Although Congress recently passed, in a bipar-
tisan way, the most substantial increase in funding ever to these
programs, before us are two partisan bills that remove any guard-
rails on the amount of Federal spending. We anticipate these bills
will cost tens of billions of dollars, and include no policy changes
to address program integrity, health outcomes, and a framework
for increased flexibility.

Instead of this partisan approach, we should first look at how the
bipartisan measures of increased funding and accountability have
worked, and what measures should be continued.

It is my hope that the majority will return to the bipartisan tra-
dition of working together on this issue moving forward. Although
it is unfortunate the majority chose to start the discussion on these
programs with a partisan legislative hearing today, today’s hearing
is important to discuss the territories’ specific needs. Too often,
Congress lumps all five programs together. But, as we know, we
have five distinct populations with five distinct programs, with five
sets of challenges and program designs. Understanding the dif-
ferences in the programs and making sure any extension considers
the unique needs of each population will be key.

We also want to have an open and robust conversation on the
program integrity measures that the territories have been working
on over the past 2 years. The Government Accountability Office is
here today to discuss the report on the contracting issues Puerto
Rico and the Center for Medicare and Medicaid Services have had
with Puerto Rico’s contracting practices.

In addition to the work GAO was doing, the Department of
Health and Human Services Office of Inspector General is also con-
ducting two audits of Puerto Rico’s Medicaid program. Working
with them this spring and summer will be of paramount impor-
tance, as we want to be sure that any issues identified are ad-
dressed as we work to continue this important funding.

Finally, I just want to reiterate my strong desire for this work
to be bipartisan. We have seen time and time again that simply
pouring money into something doesn’t fix the underlying problem.
We can address funding needs for U.S. territories while also ensur-
ing programs better serve residents and program integrity meas-
ures are in place. We can do this together, and we can do it to-
gether like we have in the past.

I look forward to the discussion, and I yield back.

[The prepared statement of Mr. Guthrie follows:]
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PREPARED STATEMENT OF HON. BRETT GUTHRIE

Thank you to the witnesses for being here today. Medicaid funding for five U.S.
territories expires September 30th, and I'm concerned the result of such an expira-
tion would have a devastating impact on the residents in each of the territories. I
am committed to working together in a bipartisan way to find a solution that avoids
this funding cliff, but unfortunately the two bills we’re discussing today miss the
mark and are not bipartisan. I want to examine how these programs are working
for people in the territories, while also improving program integrity and maintain-
ing congressional oversight. We should be working together to achieve these goals
to ultimately help these Americans.

The hearing today is on the Medicaid programs in U.S. Virgin Islands, American
Samoa, N. Mariana Islands, Guam, and Puerto Rico. The Federal Government is
projected to spend around $3 billion on these programs this year, or roughly half
of the annual budget of the Food and Drug Administration. These 5 programs cover
a little over 1.3 million people, but over 90 percent of those are in Puerto Rico. For
comparison, in my home State of Kentucky, around 1.5 million people participate
in Medicaid.

This committee has a proud history of working together on these programs. Two
years ago, we passed unanimously out of committee a bill that would have increased
funding for four years in Puerto Rico and six years for the other territories. These
bipartisan extensions included new program integrity measures for each program to
make sure Federal dollars being spent on the people in these programs. Congress
ended up only increasing funding for two years for all five programs, so we are
again here to examine ways to move forward

However, I must point out that technically this hearing is a legislative hearing.
Although Congress recently passed, in a bipartisan way, the most substantial in-
crease in funding ever to these programs, before us are two partisan bills that re-
move any guardrails on the amount of Federal spending. We anticipate these bills
will cost tens of billions of dollars and include no policy changes to address program
integrity, health outcomes, and a framework for increased flexibility. Instead of this
partisan approach, we should first look at how the bipartisan measures of increased
funding and accountability have worked, and what measures should be continued.

It is my hope that the Majority will return to the bipartisan tradition of working
together on this issue moving forward.

Although it’s unfortunate the Majority chose to start the discussion on these pro-
grams with a partisan legislative hearing, today’s hearing is important to discuss
the territories’ specific needs. Too often Congress lumps all five programs together,
but as we know, we have five distinct populations with five distinct programs with
five sets of challenges and program designs. Understanding the differences in the
programs and making sure any extension considers the unique needs of each popu-
lation will be key.

We also want to have an open and robust conversation on the program integrity
measures that the territories have been working on over the past two years. The
Government Accountability Office is here today to discuss their report on the con-
tracting issues Puerto Rico and Center for Medicare and Medicaid Services have had
with Puerto Rico’s contracting practices. In addition to the work GAO is doing, the
Department of Health and Humans Services Office of Inspector General (OIG) is
also conducting two audits of Puerto Rico’s Medicaid program. Working with them
this spring and summer will be of paramount importance as we want to be sure that
any issues identified are addressed as we work to continue this important funding.

Finally, I just want to reiterate my strong desire for this work to be bipartisan.
We’ve seen time and time again that simply pouring money into something doesn’t
fix the underlying problem. We can address funding needs for U.S. territories, while
also ensuring programs better serve residents and program integrity measures are
in place. We can do this in a bipartisan way like we have in the past.

I look forward to the discussion and I yield back.

Ms. EsHOO. The gentleman yields back. I want to say to the gen-
tleman that we have worked with the minority to build this hear-
ing. We worked together on the witnesses.

Yes, there are pieces of legislation out there. We welcome the mi-
nority putting forth legislation and/or working with the two main
authors of legislation, relative to the subject matter of our hearing.



7

But this is not partisan. This is bipartisan. This is about Amer-
ican citizens. And so I look forward to hearing from them, and the
gentleman yields back.

I now would like to recognize Mr. Pallone, the chairman of the
full committee, for his 5 minutes of questions.

OPENING STATEMENT OF HON. FRANK PALLONE, JRr., A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF NEW JER-
SEY

Mr. PALLONE. Well, thank you, Congresswoman and Chairwoman
Eshoo, and I know not only this is an important hearing, but this
is something that you care very much about.

And for—I hope I am not missing anybody, but I just wanted to
say that I really appreciate the input from all the Congresspeople
that represent the territories. I mean, I just have to say, you know,
Congressman Sablan has been—I don’t think a day goes by without
him mentioning this issue to me.

And certainly, when—I think it was in the aftermath of Hurri-
cane Maria—I know we have had so many hurricanes that I can’t
even remember which—the name of it, but I think it was Maria,
when we went down to the Virgin Islands with Congresswoman
Plaskett, and with Jenniffer, with Congresswoman Gonzalez. And
they were talking about this, you know, the whole time, how we
need a permanent solution. This just can’t be done, you know, by
kicking the can down the road.

And, of course, ever since he has been elected, Congressman San
Nicolas has been talking to me about it, as well.

In addition to that, you know, you have, you know, Members like
Congressman Soto on our committee and Congresswoman
Velazquez, who are of Puerto Rican descent, who—you know, who
constantly bring this to our attention and want solutions.

So, look, all of you have been so helpful, and so I am glad that
we are having this hearing today, and all of you have an oppor-
tunity to express your views. It wasn’t that long ago that we had
our last hearing on how disastrous it would be for Medicaid fund-
ing in the territories to collapse. And I was proud that we were
able to work together on a strong bipartisan bill that combined crit-
ical increases to the territory’s funding and Federal medical assist-
ance with FMAP, you know, for program integrity improvements.

But look, we know that Medicaid in the territories has been
chronically underfunded for decades. The consequences of this in-
equity can be seen in the crumbling health infrastructure, emer-
gency restrictions on provider networks, the failure to offer cov-
erage of certain lifesaving drugs, and even the debt crisis in Puerto
Rico.

Years of inadequate Medicaid block grants have forced the terri-
tories to divert more of their own dollars to ensure the residents
have received the care that they need. And this funding structure
has forced the territories to pay more than their fair share for Med-
icaid, much more than they would have to pay if they were treated
like States.

Last Congress the committee passed legislation that would have
provided several years of increased funding and a higher FMAP to
all the territories. Thanks to the leadership of Representatives Soto
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and Bilirakis, we were able to find common ground on this legisla-
tion. Unfortunately, I was very disappointed. At the last minute,
former President Trump refused to support our bipartisan, bi-
cameral agreement and insisted at the last minute on reducing
that long-term solution to 2 years. And because of that, we are now
once again on the verge of another crisis.

I believe the stakes are too high. The consequences of inaction
are too tragic to continue down a path of short-term fixes. The ter-
ritories need a permanent solution to their Medicaid funding short-
falls. They need a solution that assures that they can make im-
provements to their programs with certainty and that the increased
funds they are relying on will be there for more than a couple of
years. Beneficiaries need certainty about the services they critically
need and rely on, and permanent improvements to these critical
programs and to the health of beneficiaries can only be expected if
Congress guarantees permanent, adequate funding.

So I am glad our colleagues from the territories could be here
today to share their perspectives. I know that bipartisan committee
staff recently met with health officials from the territories, and we
have also received statements for the record from all the terri-
tories.

In just over 6 months, the territories will face a catastrophic loss
of Federal Medicaid funding that will jeopardize access to care.
Long before that, the territories will have to begin the process of
contingency planning to make the cuts necessary to address this
looming fiscal cliff, and this would include limiting reimbursements
to providers, reversing expansions of eligibility that provided thou-
sands of residents with access to Medicaid for the first time, and
ending coverage of life-saving medications.

But we can’t allow this to happen. We just can’t allow this to
happen. So bipartisan members of this committee fought hard last
Congress to secure additional Medicaid funding. With that funding
they have made tremendous progress. But that progress will be lost
if we don’t act quickly. So we are going to act. We want a perma-
nent solution. We don’t want to kick the can down the road.

Thank you again for being here, and thank you to Chairwoman
Eshoo for having this hearing and for all the concern that you have
expressed and leadership on this issue.

[The prepared statement of Mr. Pallone follows:]

PREPARED STATEMENT OF HON. FRANK PALLONE, JR.

Thank you, Madam Chair, for holding this important hearing. It wasn’t long ago
that we had our last hearing on how disastrous it would be for Medicaid funding
in the territories to collapse. I was proud that we were able to work together on
a strong, bipartisan bill that combined critical increases to the territories’ funding
and Federal medical assistance percentage (FMAP) with important program integ-
rity improvements.

While there may be differences between Republicans and Democrats on how best
to address the Medicaid cliff, I think we all agree that we cannot let Medicaid fund-
ing in the territories collapse, especially during the COVID-19 public health emer-
gency. The loss of access to healthcare would be devastating.

Medicaid in the territories has been chronically underfunded for decades. The con-
sequences of this historic inequity can be seen in the crumbling healthcare infra-
structure, emergency restrictions on provider networks, the failure to offer coverage
of certain life-saving drugs, and even the debt crisis in Puerto Rico. Years of inad-
equate Medicaid block grants have forced the territories to divert more of their own
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dollars to ensure their residents have received the care they needed, and it has im-
peded access to critical healthcare services for the territories’ residents.

This funding structure has forced the territories to pay more than their fair share
for Medicaid—much more than they would have to pay if they were treated like
States. These programs have been starved for decades, and unfortunately these are
the results.

Last Congress, this committee passed legislation that would have provided several
years of increased funding and a higher FMAP to all the territories. Thanks to the
leadership of Representatives Soto and Bilirakis, we were able to find common
ground on this legislation. Unfortunately, I was deeply disappointed that, at the last
minute, former President Trump refused to support our bipartisan, bicameral agree-
ment and insisted at the last minute on reducing that long-term solution to 2 years.
Because of that, we are now, once again, on the verge of another crisis.

The stakes are too high, and the consequences of inaction are too tragic, to con-
tinue down a path of short-term fixes. The territories need a permanent solution to
their Medicaid funding shortfalls. They need a solution that ensures that they can
make improvements to their programs with certainty that the increased funds they
are relying on will be there for more than a couple of years. Beneficiaries need cer-
tainty about the services they critically need and rely on. And permanent improve-
ments to these critical programs and to the health of beneficiaries can only be ex-
pected if Congress guarantees permanent, adequate funding.

I'm glad that our colleagues from the territories could be here to share their per-
spectives. I also know that bipartisan committee staff recently met with health offi-
cials from the territories, and we have also received statements for the record from
all of the territories. Hearing directly from the territories, through both their elected
representatives and their local health officials, is an important part of this process;
and we should make sure their voices are heard.

In just over six months, the territories will face a catastrophic loss in Federal
Medicaid funding that will jeopardize access to care. Long before that, the territories
will have to begin the process of contingency planning to make the cuts necessary
to address the looming fiscal cliff. This would include limiting reimbursement to
providers, reversing expansions of eligibility that provided thousands of residents
with access to Medicaid for the first time, and ending coverage of life-saving medica-
tions. We simply cannot allow this to happen.

Bipartisan members of this committee fought hard last Congress to secure addi-
tional Medicaid funding for the territories. With that funding, they have made tre-
mendous progress in improving their Medicaid programs. That progress, however,
will be lost if we don’t act quickly.

I look forward to hearing from the witnesses today, and I yield back.

Mr. PALLONE. I yield back. Thank you.

Ms. EsHOO. The gentleman yields back.

Thank you for your good words, Mr. Chairman. The Chair now
recognizes the ranking member of the full committee, Mrs. Cathy
McMorris Rodgers, for her 5 minutes for an opening statement.

Mrs. RODGERS. Thank you

Ms. EsHOO. Oh, I am sorry.

Mrs. RODGERS [continuing]. Madam Chair

Ms. EsHOO. Yes, go ahead.

Mrs. RODGERS. Thank you——

Ms. EsHOO. Go ahead, I am sorry.

OPENING STATEMENT OF HON. CATHY McMORRIS RODGERS,
A REPRESENTATIVE IN CONGRESS FROM THE STATE OF
WASHINGTON

Mrs. RODGERS. Great. And thanks to my friends and colleagues
for being here today.

As others have mentioned, increased funding for Puerto Rico,
Guam, the Virgin Islands, Northern Mariana Islands, American
Samoa expires September 30th. And I am committed to reauthor-
izing funding in a way that is best for the people who get Medicaid
care in the territories. I hope that we can work together on this




10

issue to ensure Medicaid is caring for our most vulnerable in the
territories and across America.

As I have said many times before, we should be coming together
in a bipartisan way to modernize and improve Medicaid, especially
for pregnant women and people with disabilities. However, I want
to be sure that we discuss three problems I have with this hearing
before we have a discussion about extending these important pro-
grams.

First, it is important that we hear from the territories them-
selves and get to ask them questions about their programs. There
are serious and valid concerns about how we oversee the Medicaid
programs in the territories. If this hearing was later in the year,
the OIG could provide an update on their audit. We could review
Puerto Rico’s report that is due in June.

Over the last decade there has been a dramatic increase in the
amount of Federal taxpayer dollars going to Medicaid programs in
the territories. Are we seeing health outcome improvements with
that spending?

And if we don’t have the data to answer that question, there is
a gap that we need to address in this reauthorization.

Second, we are going to a straight legislative hearing on two par-
tisan bills. These bills are only introduced—or only have Democrat
cosponsors, and they were drafted, unfortunately, without the
input from the Republicans. These bills do not address program in-
tegrity or getting better data on healthcare outcomes for those that
are in Medicaid.

In addition, the last time this committee met on these programs,
it reported out bipartisan legislation. It is our hope that the major-
ity will work with us on moving forward in a bipartisan way.

And let’s not forget that this committee—who moved a bipartisan
bill out of committee 2 years ago that would have funded Puerto
Rico for 4 years and the other territories for 6 years—that work
should be our model of how to proceed this year.

My third and final concern is not related to the territories but
to request that we do some more work on additional challenges in
the Medicaid space. We should be investigating the devastating re-
ports about New York underreporting COVID-19 deaths in nursing
homes. Families deserve justice.

As I wrote to the majority 2 weeks ago, we should also be work-
ing together to understand more about the troubling reports re-
garding certain States undercounting and potentially falsifying re-
ports of COVID-19 deaths in nursing homes. It appears that a few
States took actions early that increased the COVID-19 crisis in
nursing homes.

Washington State was one of the first States with an outbreak
of COVID-19, and nursing homes were especially hard hit. Wash-
ington State provided additional Medicaid funds to nursing homes
accepting COVID-19 patients. We should investigate whether the
incentive of increased Medicaid dollars made the crisis worse.

This is an important hearing, and I am disappointed that we will
not hear or get to ask the questions that I believe need to be asked.
Instead, we are going straight to a legislative hearing on two par-
tisan bills when we should be gathering facts, working together on
legislation to continue Federal support of these vital programs.
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I also encourage the majority to schedule a hearing as soon as
possible to learn more about the tools that are available to ensure
States accurately report nursing home deaths that COVID-19 or
any infectious disease may have, to ensure that future pandemics
and Medicaid dollars aren’t used as an incentive that ends up fur-
ther endangering nursing home patients. We owe our families and
those who lost someone to COVID-19 nothing less.

And with that, I yield back.

[The prepared statement of Mrs. Rodgers follows:]

PREPARED STATEMENT OF HON. CATHY MCMORRIS RODGERS

INTRO

Thank you to the witnesses for being here.

Increased funding for Puerto Rico, Guam, Virgin Islands, Northern Mariana Is-
lands, and American Samoa expires September 30th.

I am committed to reauthorizing funding in a way that is best for the people who
get Medicaid care in the territories.

I hope that we can work together on this issue and to ensure Medicaid is caring
for our most vulnerable in the territories and across America.

As T've said many times before, we should be coming together in a bipartisan way
to modernize and improve Medicaid—especially for pregnant women and people
with disabilities.

However, I want to be sure that we discuss three problems I have with this hear-
ing before we have a discussion about extending these important programs.
WITNESSES AND LACK OF INFORMATION

First, it’s important that we hear from the territories themselves and get to ask
them questions about their programs.

There are serious and valid concerns about how we oversee the Medicaid pro-
grams in the territories.

If this hearing was later in the year, the OIG could provide an update on their
audits and we could review Puerto Rico’s report that is due in June.

Over the last decade, there has been a dramatic increase in the amount of Federal
taxpayer dollars going to Medicaid programs in the territories.

I want to know, are we seeing health outcome improvements with that spending?

And, if we don’t have the data to answer that question, that is a gap we should
address in this reauthorization.

CONCERNS WITH LEGISLATION

Second, we are going straight to a legislative hearing on two partisan bills that
were drafted without any input from the Minority.

These bills do not address program integrity, or getting better data on healthcare
outcomes for those that are in the Medicaid program.

In addition, the last time this committee met on these programs, it reported out
bipartisan legislation.

I would request that the Majority work with us on this moving forward..

Let’s not forget that it was this committee who moved a bipartisan bill out of com-
mittee two years ago that would have funded Puerto Rico for four years and the
other territories for six years.

That work should be our model of how to proceed this year.

NURSING HOME DEATHS

My third and final concern is not related to the territories but to request that we
do some work on additional challenges in the Medicaid space.

We should be investigating the devastating reports about New York under-
reporting COVID-19 deaths in nursing homes.

Families deserve justice.

As I wrote to the Majority two weeks ago.

... we should also be working together to understand more about the troubling re-
ports regarding certain States undercounting—and potentially falsifying—reports of
COVID-19 deaths in nursing homes.

It appears that a few States took actions early on that exacerbated the COVID-—
19 crisis in nursing homes...

...Washington was one of the first States with an outbreak of COVID-19 and
nursing homes were particularly hard hit.



12

Washington State provided additional Medicaid dollars to nursing homes accept-
ing COVID-19 patients. We should investigate whether the incentive of increased
Medicaid dollars made this crisis worse.

CLOSING

This is an important hearing, and I'm disappointed that we will not hear from,
and get to ask questions of, the territories themselves.

We should be.

Instead, we are going straight to a legislative hearing on partisan legislation.

...when we should be gathering the facts and working together on legislation to
continue Federal support for these vital programs.

I also implore the Majority to schedule a hearing as soon as possible to learn more
about what tools are available to ensure States accurately report nursing home
deaths from COVID-19 or any infectious disease, and to ensure in future pandemics
Medicaid dollars aren’t used as an incentive that ends up further endangering nurs-
ing home patients.

We owe the families of who lost someone to COVID-19 nothing less.

Ms. EsHOO. The gentlewoman yields back.

I just want to say to my Republican colleagues, you know, you
can keep saying that a hearing is partisan, it is fine, but it is kind
of a broken record.

Each one of you are legislators. You have a keen interest in this,
as you do.

[Audio malfunction] territories to start—to kick off our hearing,
each one of them representing a territory. Just as we pride our-
selves on knowing our constituents and what their needs are, so do
they. So it is a real pleasure to welcome each witness.

First, the Honorable Gregorio Camacho Sablan, a longtime friend
and Member of Congress representing the Commonwealth of the
Northern Mariana Islands, welcome to you, my friend.

The Honorable Aumua Amata Coleman Radewagen, Member of
Congress, and representing American Samoa, welcome to you.

The Honorable Stacey Plaskett, Member of Congress rep-
resenting the U.S. Virgin Islands, thank you for being with us,
Stacey, and it is wonderful to have you with us.

The Honorable Jenniffer Gonzalez-Colon, Member of Congress
representing Puerto Rico.

And the Honorable Michael F.Q. San Nicolas, a Member of Con-
gress representing Guam.

So a warm welcome from the entire subcommittee to each one of
you. It is really an honor to have you with us today.

So we are going to begin with Congressman Sablan. You are rec-
ognized for 5 minutes, and you need to unmute so we can all hear
every word you want to share with us.
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STATEMENT OF DELEGATE GREGORIO KILILI CAMACHO
SABLAN, A REPRESENTATIVE IN CONGRESS FROM THE TER-
RITORY OF THE NORTHERN MARIANA ISLANDS; DELEGATE
AUMUA AMATA COLEMAN RADEWAGEN, A REPRESENTATIVE
IN CONGRESS FROM THE TERRITORY OF AMERICAN SAMOA;
DELEGATE STACEY E. PLASKETT, A REPRESENTATIVE IN
CONGRESS FROM THE TERRITORY OF THE VIRGIN ISLANDS;
RESIDENT COMMISSIONER JENNIFFER GONZALEZ-COLON, A
REPRESENTATIVE IN CONGRESS FROM THE TERRITORY OF
PUERTO RICO; AND DELEGATE MICHAEL F. Q. SAN NICOLAS,
A REPRESENTATIVE IN CONGRESS FROM THE TERRITORY
OF GUAM

STATEMENT OF HON. GREGORIO KILILI CAMACHO SABLAN

Mr. SABLAN. Good morning. Good morning and thank you to
Chairs Pallone and Eshoo and Ranking Members McMorris Rod-
gers and Guthrie for holding today’s hearing, “Averting a Crisis:
Protecting Access to Healthcare in the United States Territories.”

It feels like Groundhog Day. Not 2 years ago, the Medicaid direc-
tor from the Marianas testified before this committee, along with
their counterparts from other insular areas, on averting the crisis
they faced with the end of Obamacare Medicaid money.

The subcommittee did avert that crisis, and it is through your
work, Public Law, 116-94, and you provided the Marianas Med-
icaid with $60 million in fiscal year 2020 and fiscal year 2021. This
funding made a huge difference, especially because the economic ef-
fects of this unexpected pandemic doubled medical enrollment in
the Marianas from about 16,000 then to 32,000 today.

But the money you helped provide was only a temporary fix.

Could we have the first slide, please?

[Slide.]

Mr. SABLAN. Come October 1st, funding for Medicaid in the
Northern Marianas will drop back to the statutory cap, $7.2 mil-
lion, or an 88 percent reduction. This is the crisis we now must
avert.

My proposal in H.R. 265 is simply to repeal the statutory cap.
Sixty Members have cosponsored my proposal, including several
committee chairs and the two Republican Members whose districts
are affected. So my bill is bipartisan.

Lifting the cap may seem an invitation to spend, but in fact the
$60 million provided in both fiscal 2020 and 2021 have proven an
accurate estimate of actual need over the last 2 years. And that
amount lines up closely with a 2018 Congressional Budget Office
estimate that permanently lifting the cap for the Marianas will
only result in a $15 million annual increase in spending.

That relatively modest investment has already proven its worth.
Not only was the Marianas Medicaid program able to handle the
sudden increase in enrollment as people lost income during the
pandemic, the certainty of funding allowed our only hospital, which
depends on Medicaid for 44 percent of revenues, to invest in capac-
ity, saving money and increasing quality of care.

Could we have the second slide, please?

[Slide.]
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Mr. SABLAN. Knowing Medicaid funds would be available, the
hospital established an oncology center. Now, instead of sending
cancer patients off island to Guam or Hawaii, most can get treat-
ment in the Marianas. And look at the results: off-island referrals
down by 90 percent. Not only are we saving transportation and
housing costs for off-island referrals, but fewer people sick with
cancer must leave their families and face the rigors of travel. What
a virtual circle.

By investing in Medicaid, Congress has lowered costs and im-
proved care. How much more the Marianas could do if we had con-
tinued certainty of adequate Medicaid funding.

Let me note it is not just Medicaid patients who have benefited
from this oncology center. Everyone in the community, even those
with private insurance, are better off because of the funding Con-
gress, you, provided in Public Law 116-94.

But with greater funding comes greater responsibility. And Pub-
lic Law 116-94 required the Marianas and other insular areas to
move towards the same program integrity standards that your
States all face. And you will see in testimony our Medicaid agency
submitted for today’s hearing, the Marianas is meeting the pro-
gram integrity requirements attached to the funding in Public Law
116-94, to the satisfaction of the Centers for Medicare and Med-
icaid Services. And this determination by CMS did not come in the
last 2 months; it was made last year by a Republican administra-
tion, further demonstrating the Marianas’ commitment to program
integrity.

Our legislature passed Public Law 21-35 last year, giving our
Medicaid director the authority to transfer funding as necessary to
ensure compliance and program integrity measures are always suf-
ficiently funded. It is said she now has more reprogramming au-
thority than our Governor.

In closing, I suggest we rename today’s hearing. Instead of say-
ing we are here to avert a crisis, why don’t we acknowledge all the
positive benefits that resulted from the increased funding we pro-
vided less than 2 years ago? We improved the quality of healthcare
in the Marianas for those insured by Medicaid and for the whole
community. We helped reduce costs. We are increasing the pro-
gram integrity that is so important to us all.

So let us not say today’s hearing is to avoid a crisis. Let us say
we are here to seize an opportunity to lift the cap on Medicaid
funding in the Marianas so we can continue the progress we have
made.

Thank you very much again, Madam Chair, for holding today’s
hearing. Thank you, everyone, for giving us an opportunity to rep-
resent our islands in Congress.

[The prepared statement of Mr. Sablan follows:]
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Congressman Gregorio Kilili Camacho Sablan’s Testimony
House Committee on Energy and Commerce
Health Subcommittee
Hearing on: “Averting a Crisis: Protecting Access to Health Care in the U.S. Territories”
March 17, 2021
1:00 P.M.

Thanks to Chairs Pallone and Eshoo and Ranking Members McMorris Rodgers and Guthrie for
the opportunity to testify at today’s hearing: “Averting a Crisis: Protecting Access to Health Care in the
U.S. Territories.”

It feels like Groundhog Day.

Not two years ago, the Medicaid Director from the Marianas testified before this committee,
along with her counterparts from the other insular areas, on averting the crisis they faced with the end
of Obamacare Medicaid money.

This Subcommittee did avert that crisis.

Through your work, Public Law 116-94 provided Marianas Medicaid with $60 million in fiscal
years 2020 and 2021.

This funding made a huge difference—especially because the economic effects of this
unexpected pandemic doubled Medicaid enrollment in the Marianas—from about 16,000 then to
32,000 today

2021 2022
P.L. 116-94 no action by Congress
American Samoa $85.6 $13.0
Northern Marianas 62.3 — 7.2
Guam 129.7 19.2
Puerto Rico 2,809.1 392.5
usvi 127.9 19.6

Source: MACPAC

But the money you helped provide was a temporary salve. Come October 1, funding for
Medicaid in the Marianas will drop to the statutory cap, $7.2 million—an 88 percent reduction.
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Averting a Crisis: Protecting Access to Health Care in the U.S. Territories

This is the crisis we now must avert.

My proposal, in H.R. 265, is simply to lift the statutory cap. Sixty Members have cosponsored
that proposal, including several committee chairs and the two Republican members whose districts are
affected.

Lifting the cap may seem an invitation to spend. But, in fact, the $60 million provided in fiscal
2020 and 2021 has proven an accurate estimate of need.

For the Marianas, CBO estimated in 2018 that permanently lifting the cap would result in a $152
million increase in spending over 10 years. This would have a relatively small impact on federal spending
considering that total federal spending for Medicaid was $408 billion in 2019,

That relatively modest investment has already proven its worth. Not only was the Marianas
Medicaid program able to manage the sudden increase in enrollment, as people lost income during the
pandemic.

But certainty of funding allowed our only hospital —which depends on Medicaid for 44 percent
of revenues—to invest in capacity, saving money and increasing quality of care.

Knowing Medicaid funds would be available, the hospital established an Oncology Center.
Instead of sending cancer patients “off-island” —to Guam or Hawai’i—most now get treatment in the
Marianas. Look at the results:

Patients Referred for Oncology through the Marianas Off-Island Medical Referral Program 2016-2020

- Oncologist
Recruited
375
3 e .

300 : = Oncology
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Opens
250
193 .,

150

100

50

,

2016 2017 2018 2019 2020
Off-1sland Oncology Referrals By Year

Patients
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Source: Commonwealth Healthcare Corporation

Not only are we saving transportation and housing costs for off-island referrals. But fewer
people, sick with cancer, must leave their families and face the rigors of travel.

* https://www.cbo.gov/system/files/2020-03/51301-2020-03-medicaid.pdf
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Averting a Crisis: Protecting Access to Health Care in the U.S. Territories

What a virtuous circle: By investing in Medicaid, Congress has lowered costs and improved care.
How much more the Marianas could do, if we had continued certainty of adequate Medicaid funding.

Let me note it is not just Medicaid patients who have benefited from this Oncology Center.
Everyone in the community, even those with private insurance, are better off because of the funding
Congress provided in Public Law 116-94.

But with greater funding comes greater responsibility.

And Public Law 116-94 required the Marianas and the other insular areas to move towards the
same program integrity standards that your states all face.

As you will see in testimony the Marianas’ Medicaid agency submitted for today’s hearing, it is
meeting the program integrity requirements attached to the funding in Public Law 116-94 to the
satisfaction of the Centers for Medicare and Medicaid Services.

And this determination by CMS did not come in the last two months. It was made last year, by a
Republican administration.

| want to brag on the Marianas Medicaid agency a little bit:

e They designated a Program Integrity Lead on June 26 last year, well ahead of the statutory
deadline.

e They executed a Joint Operating Agreement with the CMS Unified Program Integrity
Contractor.

e They engaged the Commonwealth's Office of Attorney General as the independent
Medicaid Fraud Control Unit.

e They prepared the Implementation Advanced Planning Document, a major step toward
compliance with the Medicaid Management Information System and the requirement to
submit data to the Transformed Medicaid Statistical Information System—and CMS
approved the plan.

Further demonstrating the Marianas’s commitment to program integrity, our Legislature passed
Public Law 21-352 last year, giving our Medicaid Director the authority to transfer funding, as necessary,
to ensure compliance and program integrity measures are always sufficiently funded.

It is said she now has more reprogramming authority than our Governor!

In closing, | suggest we rename today’s hearing.

2 https://cnmilaw.org/pdf/public laws/21/pl21-35.pdf#page=26
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Averting a Crisis: Protecting Access to Health Care in the U.S. Territories

instead of saying we are here to avert a crisis, why don’t we acknowledge all the positive
benefits that resulted from the action taken less than two years ago in Public taw 116-94:

e Improving the quality of healthcare in the Marianas for those insured by Medicaid—
and for the whole community,

® Reducing costs, and

e Increasing the program integrity that is so important to us all.

Let us not say today’s hearing is to avert a crisis.

Let us say we are here to lift the Medicaid cap, so we can continue the progress we have made.

Thank you.
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Ms. EsHOO. Thank you

Mr. SABLAN. I yield back.

Ms. EsH0O. Thank you, Congressman Sablan, and from your lips
to every Member’s ears. Thank you for joining us today. It is al-
ways wonderful to be with you. You are a friend to all of us.

It is now a pleasure to recognize Congresswoman Radewagen for
5 minutes.

We welcome you again. We are delighted that you are here, and
you need to unmute so we don’t miss a word that you want to
share with us.

STATEMENT OF HON. AUMUA AMATA COLEMAN RADEWAGEN

Mrs. RADEWAGEN. Talofa lava. Hello, and good afternoon. Thank
you, Chairwoman Eshoo and Ranking Member Guthrie, as well as
full committee Chairman Pallone and my friend, Ranking Member
McMorris Rodgers, for soliciting the views of American Samoa on
our Medicaid program.

And thank you for consideration of mine and my colleagues’ bill
on improving the insular areas’ Medicaid programs, the Insular
Areas Medicaid Parity Act, which will provide stable, permanent
funding, lift the caps, and maintain an increase to FMAP for the
territories.

I know every State and every territory has their unique chal-
lenges, as do we. But factually, we are the most remote U.S. juris-
diction in the Medicaid program, almost 10,000 miles away, south
of the equator, and have not had any commercial air service to our
territory almost 1 year, not since March 23rd, 2020. That was the
last commercial flight from Honolulu to American Samoa.

Hundreds are still stranded and going through a monthlong
quarantine process—2 weeks in Hawaii, 2 weeks in Pogo Pogo—
just to get home after being restricted elsewhere in the country. We
have had two of six emergency charters from our local government
completed, with four more scheduled over the next 3 months. Our
health services and only hospital simply cannot handle a sudden
influx of thousands of new arrivals at this time.

Our newly elected Governor, Lemanu P. S. Mauga, and Lieuten-
ant Governor Talauega E. V. Ale have made a submission through
their Medicaid director providing updated data on the current ca-
pacity, utilization, and program integrity efforts to the committee
and will be providing additional information in the days and weeks
ahead.

We appreciate the temporary increase in our FMAP, which has
been helpful, but we need improvement to our only hospital, which
is over 50 years old, in order to expand and improve services and
attract broader physician services. And we need more reliable and
stable funding than just every 2 years. Our residents and veterans
face challenging logistics and most often need to travel to Hawaii
for more serious care. And the pandemic has shown us that it has
become a limited option to our sick during this crisis. So improve-
ments to our local hospital are needed.

In normal circumstances, our people have only two flights per
week to get to Hawaii. That limitation would be recognized alone
as an emergency in most jurisdictions. Some of my constituents
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who are stranded are stranded because they were off-island receiv-
ing care that they could not get in the territory.

So services were reduced due to our closed-border policy, but that
policy saved lives and prevented COVID from arriving in American
Samoa. Today we are the only part of the United States that is
COVID free, absolutely.

So I ask the committee to maintain our current emergency
matching level, eliminate the annual ceiling on Federal financial
participation referred to as a Section 1108 cap or a Section 1108
allotment. Congress needs to address the funding cliff for the terri-
tories. Not doing so would spell financial and medical disaster to
our people.

During the pandemic emergency we have been adjusted like
other jurisdictions, with an additional 6.2 percent Federal cost
share, so we are at an 89.2 percent FMAP. This has been wel-
comed, as we are indeed very much in a continued emergency
state.

And I would argue our program and hospital capabilities have
been in an emergency state long before the pandemic. The Army
Corps of Engineers recently did a study and report to Congress on
the state of the hospital, indicating that it needed a substantial, if
not wholesale, modernization, update, or total replacement. The
Army Corps found our LBJ Hospital in a state of failure and dis-
repair due to age and projected repair. And replacement costs be-
tween 161 to 900 million dollars, depending on minimum mod-
ernization or total replacement.

American Samoa’s Section 1108 Medicaid allotment for fiscal
years 2020 and 2021 were raised substantially, from about 12.5 to
86 million, with a temporary FMAP increase from 55:45 to almost
90:10. We were able to stretch our local matching funds. With an
improved hospital infrastructure, we could utilize even more and
potentially reach and exceed our current cap for the next few years.
Stable, multiyear funding with caps raised will be key to that
progress.

We do not have sizable tourism or diversified businesses and
economies like the other territories. The local government and tuna
cannery account for nearly half of local jobs, and our small busi-
nesses have taken a huge hit with the island closed off. But our
young people continue to serve in record numbers in the armed
services, with record per capita enlistments in the Army, and our
veterans give so much back to our community. We need to carry
them through with an improved hospital VA facility.

I look forward to working with members of the Energy and Com-
merce Committee on our critical Medicaid and hospital funding
needs this year.

Thank you, Chairwoman Eshoo, I yield back.

[The prepared statement of Mrs. Radewagen follows:]
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Talofa Lava! Hello and good afternoon.

Thank you, Chairwoman Eshoo and Ranking Member Guthrie, for soliciting the views of
American Samoa on our Medicaid program.

And thank you for consideration of mine and my colleagues bill on improving the insular areas
Medicaid programs, the Insular Areas Medicaid Parity Act, which will provide stable permanent
funding, lift the caps, and maintain an increased FMAP for the territories.

I know every state and every territory has their unique challenges as do we.

But Factually, we are the most remote U.S. jurisdiction in the Medicaid program at 7000 miles
away -south of the equator- and have not had ANY commercial air service to our territory in
almost one year.

Not since March 23, 2020 —that was the last commercial flight from Honolulu to American
Samoa. Hundreds are still stranded and going through a month-long quarantine process- 2 weeks
in Hawaii and 2 weeks in American Samoa—just to get home after being restricted elsewhere in
the Country.

We have had 2 of 6 emergency charters from our local government completed with 4 more
scheduled over the next 3 months.

Our health services and only hospital simply cannot handle a sudden influx of thousands of new
arrivals at this time.

Our newly elected Governor, Lemanu Mauga and Lieutenant Governor Talauega Ale, have made
a submission thru their Medicaid Director providing updated data on the current capacities,
utilization and program integrity efforts to the Committee and will be providing additional
information in the days and weeks ahead.
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We appreciate the temporary increase in our FMAP, which has been helpful, but we need
improvement to our only hospital, which is 50 years old, in order to expand and improve services
and attract broader physician services. And we need more reliable and stable funding than just
every 2 years.

Our residents and veterans face challenging logistics and most often need to travel to Hawaii for
more serious care—and the pandemic has shown us that has becomes a limited and option to our
sick during this crisis, so improvements to our local hospital are needed.

In normal circumstances our people have only 2 flights per week to get to Hawaii; that limitation
would be recognized alone as an emergency in most jurisdictions. Some of my constituents who
are stranded, are stranded because they were off island, receiving care that could not get in the
territory so services were reduced due to our closed border policy ~but that policy saved lives
and prevented COVID from arriving in American Samoa.

So, T ask the committee to maintain our current emergency matching level and eliminate the
annual ceiling on federal financial participation, referred to as the Section 1108 cap or Section
1108 allotment.

Congress needs to address the funding cliff for the territories, not doing so would spell financial
and medical disaster to our people.

During the pandemic emergency we have been adjusted like other jurisdictions with an
additional 6.2% federal cost share, so we are at an 89.2% FMAP.

This has been welcome as we are indeed very much in a continued emergency state—and 1
would argue our program and hospital capabilities have been in an emergency state long before
the pandemic.

The Army Corps of Engineers recently did a study and report to Congress on the state of the
hospital indicating that it needed a substantial, if not wholesale, modernization, update, or total
replacement. The Army Corps found our LBJ hospital in a state of failure and disrepair due to
age and projected repair and replacement costs between $161-900 million depending on
minimum modernization or total replacement.

American Samoa’s Section 1108 Medicaid allotment for Fiscal Years 2020 and 2021 was raised
substantially from about $12.5 to $86 million.

With the temporary FMAP increase from 55-45 to almost 90-10, we were able to stretch our
local matching funds.

With an improved hospital infrastructure, we could utilize even more and potentially reach and
exceed our current cap in the next few years. Stable multi-year program funding with caps raised

will be key to that progress.

We do not have sizable tourism or diversified businesses and economies like the other territories.
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The local government and the tuna cannery account for nearly half of local jobs and our small
businesses have taken a huge hit with the island closed off.

But our young people continue to serve in record numbers in the armed services with record per
capita enlistments in the Army.

And our veterans give so much back to our community we need to carry them through with an
improved hospital/ VA facility.

I look forward to working with the Members of the Energy and Commerce Committee on our
critical Medicaid and hospital funding needs this year.

Sincerely,

Comur CandR”

Aumua Amata Coleman Radewagen
Member of Congress
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Ms. EsH0O. The gentlewoman yields back, and the Chair thanks
her for her passionate testimony. We all could hear it in your voice,
what the incredible needs are. And we thank you for being with us
today.

I am going to go over to the Capitol to vote, and place the com-
mittee in the hands of Mr. Sarbanes, who I am sure is going to do
a great job.

So over to you, and I believe our next witness is Congresswoman
Plaskett.

And thank you for being with us, our friend.

And thank you, John Sarbanes, for taking the—chairing the
hearing until I get back. I appreciate it.

VoiIcCE. This meeting is being recorded.

STATEMENT OF HON. STACEY E. PLASKETT

Ms. PLASKETT. Thank you so much, Chairwoman Eshoo and
Ranking Member Guthrie. I also want to thank the interim chair,
Mr. Sarbanes, for controlling the time right now.

Members of the subcommittee, thank you for allowing me the op-
portunity to present a brief statement of the views of the
healthcare concerns of the U.S. Virgin Islands as it relates to the
work of this committee in the 117th Congress.

The Virgin Islands will need significant investments in
healthcare in this session. Even before our severe hurricane disas-
ters of 2017 and the COVID-19 pandemic, the healthcare systems
in the territories were under great stress.

Specifically regarding Medicaid, the arbitrarily high local match
required of U.S. territories by Federal law imposes severe and
unsustainable financial demands. Each of the territories tried ear-
nestly to resolve this with little success until, beginning in 2018 in
the wake of the unprecedented disasters, more equitable matching
rates were allowed on a temporary basis.

In addition, while overall Federal Medicaid funding to the States
and the District of Columbia is open-ended, Medicaid in U.S. terri-
tories is unfairly subject to annual Federal funding caps. Once the
cap is reached, the territory must assume the full cost of Medicaid
services.

While the capped Federal funding has been supplemented by ad-
ditional block grants since 2011, beginning with the Affordable
Care Act and continuing through the Further Consolidated Appro-
priation Act of 2020 and the Families First Corona Response Act,
the Virgin Islands and all other territories face yet another cliff on
September 30th, as has been discussed. And the Federal matching
funds, the FMAP, will drop precipitously, by over 20 percentage
points. Tens of thousands of residents of my district will lose access
to healthcare unless Congress takes action to eliminate the Federal
Medicaid fiscal cliff in the territories once and for all.

Listen, to have us continually come and beg you for money to be
treated equitably is absolutely unfair. And all of us, as Members
of Congress, all of you on this committee, should be embarrassed
that you have Members of Congress asking you to be treated fairly.
This is a bipartisan request. If you have seen all of the Members
of the territories, we are not just Democrats. We are Republicans
and Democrats, and we are all asking for the same thing. So I do
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not see why this becomes a question of Republicans and Democrats
not all agreeing to what your colleagues, who are Democrat and
Republican, are asking of you.

We cannot vote on the floor when final passage on this bill
comes. But you know what the will of your colleagues are on both
sides of the aisles. And the fact that you continually make us re-
quest this is frustrating, and it is demeaning to us, as individuals,
as Americans, to have to continually ask for this.

I am grateful that the committee took action to address the Med-
icaid cliff in the past to provide an additional stream of Medicaid
funds from my home in the Virgin Islands and the other territories.
That Medicaid—normally is only about $19 million. It increased to
128.7 million, and all of that money has been used by our district.
All that money was needed.

I have here and ask unanimous consent to submit for the record
the written testimony of Michal Rhymer-Browne, the assistant
commissioner of our Department of Human Services, who testified
before the House Committee on Energy and Commerce on June
20th of 2019.

Mr. SARBANES [presiding]. Without objection, that will be entered
into the record. Thank you.

[The information appears at the conclusion of the hearing.]

Ms. PLASKETT. Thank you. And in that testimony, in answer to
the ranking member of the full committee Mrs. Rodgers’ question,
we used that money to put in place compliance as well as oversight
over that funds. We have already testified that we have done that.

There are pages of points that she makes, putting the goal for
IAP opportunity to support the Medicaid program, the data analyt-
ical exchange, having—submitting IAPD to the U.S. Department of
Health and Human Services, having MOUs with the Department
of Justice to create a Southeastern Unified Program Integrity
Project to ensure that this money is used correctly, because we
have no intentions for the money not to go to the people who need
it most.

I have written testimony, and I will submit that for the record,
as well. But again, I am asking for the support that you see of the
Members of the territories who represent, you know, territories
both in the Pacific as well as in the Caribbean, who are all asking
for the same thing for the almost 4 million Americans who reside
there.

Thank you, and I yield back.

[The prepared statement of Ms. Plaskett follows:]
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Statement of Congresswoman Stacey Plaskett (VI)

House Committee on Energy and Commerce

Subcommittee on Health

Hearing: “Averting a Crisis: Protecting Access to Health Care in the
U.S. Territories”

March 17,2021, at 1:00 p.m. via Cisco WebEx

Thank you Chairwoman Eshoo, Ranking Member Guthrie, members of the
subcommittee, for allowing me the opportunity to present a brief statement of
views on the health care concerns of the U.S. Virgin Islands, as it relates to
the work of this committee in the 117th Congress. The Virgin Islands will

need significant investments in health care in this session.

Even before our severe hurricane disasters of 2017, and the COVID-19
pandemic, the health care systems in the territories were under great stress.
Specifically, regarding Medicaid, the arbitrarily high local match required of
U.S. territories by federal law imposed severe and unsustainable financial
demands on the territories. Each of the territories tried earnestly to resolve
this with little success until, beginning in 2018, in the wake of unprecedented

disaster, more equitable matching rates were allowed on a temporary basis.

In addition, while overall federal Medicaid funding to the States and the
District of Columbia is open-ended, Medicaid in U.S. territories is unfairly
subject to annual federal funding caps. Once the cap is reached, the territory

must assume the full cost of Medicaid services.
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While the capped federal funding has been supplemented by additional block
grants since 2011, beginning with the Affordable Care Act, and continuing
through the Further Consolidated Appropriations Act, 2020 and the Families
First Coronavirus Response Act, the Virgin Islands and all other territories
face yet another “fiscal cliff” on September 30th of this year, when these
allotments will expire and the rate of federal matching funds (“FMAP”) will

drop precipitously by over 20 percentage points.

Tens of thousands of residents of my district could lose access to health care
unless Congress takes action to eliminate the Medicaid fiscal cliff in the
territories once and for all. Congress must act to prevent to this potential

calamity before September 30th.

I am grateful that this committee has taken action to address the Medicaid cliff
in the past to provide an additional stream of Medicaid funds for the Virgin
Islands and the other territories through this current fiscal year. For my
district, the Virgin Islands, the Medicaid cap, normally only about $19
million, was increased to $128.7 million in fiscal year 2020 and $127.9
million in fiscal year 2021. The FMAP for Medicaid in the Virgin Islands,
normally capped at an abysmally low 55% in statute, was also temporarily

adjusted to an equitable rate of 83% for both fiscal years 2020 and 2021.

Without this additional funding stream, and another waiver of the otherwise
applicable local match, the resulting Medicaid cuts would put health care
delivery at risk; not only for Medicaid recipients on our islands, but also for

the population at large.
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Due to the relatively large number of individuals on Medicaid, our hospitals
and other systems depend on Medicaid revenue. Therefore, the loss of
Medicaid revenue resulting from the fiscal cliff would hurt health care
providers in private practice as well. For the Virgin Islands, going over the
cliff in real numbers would mean that Medicaid funding would go from
roughly $127.9 million in fiscal year 2021 to just $19.6 million in fiscal year

2022. The islands cannot suffer cuts like that and continue to deliver services.

Significantly more funding will be needed, and at a far more equitable
matching rate than the permanent statutory rate of 55%, which is the same as
that of the wealthiest mainland States. The territories need to continue to have
sufficient funding to be able to build capacity to deliver care; because
ultimately, the goal is not just to have the same funding as the States. What
we need is for medical care for those who need it in American territory to be

every bit as good as care in the States.

The fact is that Virgin Islanders and the more than 3 million other American
residents of U.S. territory are no less American than those residing in the 50
States and the District of Columbia. It is my strong belief that they ought to
receive equitable treatment by the federal government in the Medicaid
program. The pre-2017 55% percentage cap on the rate of federal matching
funds is nearly 30 percentage points below what it would be if the rate was
determined like it is on the mainland United States, where it is based on
income per capita. If the Virgin Islands were to be funded in that same way,

the territory would be able to make significant inroads towards our goal of

equity.
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Furthermore, the territories also have important federal health care program
needs that fall outside of the Medicaid funding cliff. Equitable treatment in
health care financing should not end with general Medicaid funding. It should
include recognition that the territories also have challenges resembling many
stateside areas, with provisions that aim to reduce the burden of those
difficulties, such as providing our hospitals, which serve large numbers of
Medicaid and uninsured patients, the same disproportionate share hospital
(“DSH”) payments that similar hospitals in the 50 States and the District of

Columbia receive.

Even prior to recent natural disasters and the COVID-19 pandemic, the Virgin
Islands’ two hospitals, publicly owned, have been excluded from the DSH
program, despite the disproportionate amount of care provided to low income
patients. The exclusion of all of the U.S. territories from Medicaid DSH, and
the small territories from Medicare DSH (Puerto Rico receives Medicare
DSH), has been a major health issue in the territories for many years. This
has resulted in significant uncompensated care cost burdens on providers,

hospitals, and local government finances across all of the islands.

These uncompensated care costs, in many ways, were a major reason why the
hospitals experienced the extent of their destruction in the event of disaster.
For a very long time, the hospitals have been forced to make choices like
whether to pay doctors and nurses or to fix aroof. The hospitals in the Virgin
Islands still rely on modular structures to come online, while doing triage care,
and having people evacuated out for long-term care. Both hospitals remain in
a very precarious situation more than three years after back-to-back hurricanes

in2017.
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I have sponsored legislation, the Territories Health Equity Act (H.R.1354 in
the 116th Congress), joined by my colleagues from the territories, and others,
to correct inequities faced by the territories across numerous federal health
programs. The bill eliminates the Medicaid funding cap, the Medicaid FMAP
limit, and provides for fair inclusion of the territories in the Medicaid and
Medicare DSH programs. It also improves the treatment of the territories in
the Medicare prescription drug benefit program, and addresses their exclusion
from the health insurance exchange program under the Affordable Care Act.
I plan to be reintroducing that legislation in the weeks to come, with our

Senate partners.

Regarding the Affordable Care Act, [ have long been dismayed that it was
underinclusive of U.S. territories. The Territories Health Equity Act would
allow residents of the territories (where there are no Affordable Care Act
insurance marketplaces) who lack employer-provided health care to access
marketplace insurance plans offered to Members of Congress and

congressional staff.

We must confront the difficult reality that Americans living in the territories
are U.S. citizens that have been neglected and allowed to fall behind. I trust
that this committee sees the importance of this and is willing to work with us

to resolve these issues. Thank you.

o
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Mr. SARBANES. Thank you very much, Congresswoman Plaskett.
Resident Commissioner Gonzalez-Colén, you are now recognized
for 5 minutes. Thank you.

STATEMENT OF HON. JENNIFFER GONZALEZ-COLON

Miss GONZALEZ-COLON. Thank you, Chair.

Total Federal funding for the territorial Medicaid programs has
been inadequate to meet the healthcare expenditures for patients
to receive effective diagnosis, treatment, and care. And as a result
of that, territories have had to finance a proportionally larger share
of Eihe program than any of the 50 States, just as the Member just
said.

Puerto Rico, in this case, has received funds to supplement those
provided by the Social Security Act to pay for this Medicaid pro-
gram. These funds have been characterized by their temporary na-
ture and the need for their renewal on a crisis-to-crisis basis, and
for the inequity in the reimbursement formula, which is consist-
ently lower in amount with a lower FMAP when compared simi-
larly with the States.

Americans in Puerto Rico should be able to enjoy a Medicaid pro-
gram with the same standards and benefits enjoyed by Americans
elsewhere, and Congress needs to eliminate the artificial funding
limits that have forced, in my case, Puerto Ricans, both bene-
ficiaries and providers, to leave their homes and island’s healthcare
system.

Just in 2019 Puerto Rico sought additional Federal funds to sup-
plement the insufficient Medicaid cap, which at the time provided
only for approximately 10 percent of the program total cost, a pro-
gram which covers only 10 percent—10 of the 17 Medicaid manda-
tory benefits in Puerto Rico.

We also requested additional funds for measures which were in-
dispensable for the continued operation of the program and for the
implementation of additional program integrity measures which we
have been successfully implementing, and I think it—that is impor-
tant to note. Those initiatives took the 2019 baseline Medicaid cost
from $2.8 billion to $3.5 billion for the years 2020 and 2021 and
were accompanied by an increase of investment from 55 percent to
76 percent.

And those initiatives were implemented with $350 million to in-
crease the eligibility from 40 percent to 85 percent of the Federal
poverty level, just to cover approximately 200,000 additional bene-
ficiaries with annual income of less than $20,000 for a family of
four a year, $190 million to increase reimbursements to Medicare
Part B providers and physicians with capitated arrangement.

And I need you to know that this increase of 70 percent of the
Medicare fee schedule, which is more about 60 percent of the na-
tional average Medicare reimbursement, has been instrumental in
helping physicians just to stay afloat during this pandemic.

Many of the mechanisms included in the CARES Act to provide
immediate cash flow to healthcare providers in Puerto Rico receiv-
ing few—were ineffective with our providers. And why? Because
they were receiving fewer dollars per capita from the provider relief
fund than any other State, than any other territory, with an exam-
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ple of a per capita distribution on the island of $23.98, compared
to the national per capita of $174.14.

One hundred sixteen million dollars to increase hospital reim-
bursement to at least 90 percent of the Medicare fees schedule, just
to compensate for Medicaid beneficiaries’ pension losses, given that
the hospitals in Puerto Rico are ineligible for Medicaid DHS pay-
ments.

Thirty-eight million dollars to cover hepatitis C treatments,
chronic liver disease patients.

And to this day, our island is on track to spend the total incre-
mental amount for the sustainability measures by the end of the
fiscal year.

The additional funding that we were provided in 2019, just as
the chairwoman explained, will expire on September 30th. And the
amount of Federal funds for Puerto Rico’s Medicaid program will
revert to approximately $380 million, or just about 10 percent of
the program’s current total cost.

And this is the reason we need to act swiftly to prevent the terri-
tories and Puerto Rico’s Medicaid program from becoming under-
funded and to provide sufficient funding to allow for a smooth tran-
sition into the next fiscal year without cutting benefits, lowering
provider payments, or withdrawing coverage for hundreds of thou-
sands of current beneficiaries in the middle of a pandemic.

And that is the reason the Governor of Puerto Rico just asked
Congress for additional funds for 2020 and beyond, and to achieve
a greater degree of equality in programs that are crucial to
healthcare in the island, programs in which Puerto Rico does not
have the financial capacity to bear itself, and which are usually
provided by Medicaid in the States, such as the nonflu adult vac-
cination recommended by the CDC, the nonemergency transpor-
tation, and diabetes, among many others.

I just urge you and all the members of this committee—I mean,
this committee went to Puerto Rico and had roundtables with pro-
fessionals and with the providers and has addressed this issue in
the past, in 2017, in 2018, 2019, 2020. And this is time to do it
again. Make the funding available for the territories. This is a pri-
ority for millions of Americans who depend on it for our healthcare.

And I just want to say thank you for the invitation to testify, and
I yield back.

[The prepared statement of Miss Gonzalez-Colon follows:]
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Statement of Hon. Jenniffer A. Gonzalez Colon
Resident Commissioner of Puerto Rico

Puerto Rico has faced the challenge of inequitable Medicaid funding since the inception of the
federal program. The funding provided under Section 1108(g) of the SOCIAL SECURITY ACT has
historically been insufficient to meet the needs of the territories’ Medicaid programs and bears no
relation with the healthcare expenditures needed for its medically indigent population to receive
proper and effective diagnosis, treatment, care and medication services.! This inadequate funding
has resulted in the territories financing a larger proportional share of this joint state-federal
program than the States and the District of Columbia have; as well as a more limited program for
the Americans in the territories than that available to those in the States and the District of
Columbia.

For more than 10 years, Puerto Rico has sought and received supplementary funds beyond the
mandated Section 1108 cap to pay for the healthcare services provided to its Medicaid population.
These supplementary sources have provided the funding needed to reach the bare minimum
revenues needed to fund the complex system that serves around 1.5 million beneficiaries. These
funds have been characterized by their temporary nature, the need for the renewal of the funding
on a crisis-to-crisis basis and, for the inequity in the reimbursement formula of the territory, which
is consistently lower in amount and with a lower Federal Medical Assistance Percentage (FMAP)
when compared to similar States.

Americans in Puerto Rico should be able to enjoy a Medicaid program with the same standards
and benefits enjoyed by Americans elsewhere. The only way to provide stable Medicaid program
in the territories with the benefits that Congress intended for its beneficiaries is to eliminate the
artificial limits to funding that affect millions of Americans solely because of where in the United
States they have chosen to call their home. Americans in Puerto Rico deserve a Medicaid program
with equal funding to that provided to Americans elsewhere. Congress must correct this disparity,
which has forced Puerto Ricans—both beneficiaries and providers—to leave their homes and has
crippled our Island’s healthcare system. Congress has a moral obligation to eradicate these
disparities and eliminate discrimination between similarly situated Americans whose basic
difference is the zip code where they reside.

During 2019, the Puerto Rico’s government appeared before Congress seeking additional funds to
supplement the insufficient Medicaid cap which, at the time, accounted for approximately 10% of
the program’s total cost—a program in which covers only 10 of Medicaid’s 17 mandatory
benefits.? In addition to the financing it needed to fund its Medicaid program in its then-current

! MACPAC. 2019. MEDICAID IN PUERTO RICO: FINANCING AND SPENDING DATA ANALYSIS AND
PROIJECTIONS. (March 2019a). Available at https://www.macpac.gov/wp-
content/uploads/2019/03/Medicaid-in-Puerto-Rico-Financing-and-Spending-Data-Analysis-and-
Projections.pdf.

Although the federal rules for Medicaid benefits generally apply to Puerto Rico, it currently provides
only 10 of Medicaid’s 17 mandatory benefits due to insufficient funding. For example, it does not cover
nursing facility services, non-emergency medical transportation, or emergency medical services for
non-citizens. U.S. Government Accountability Office (GAO). 2016. MEDICAID AND CHIP: INCREASED
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form, Puerto Rico also requested additional funding for certain “sustainability measures” which
were indispensable for the continued operation of the program and for the implementation of
several program integrity measures which Puerto Rico has been embracing and successfully
implementing.

The total amount of these initiatives took the 2019 baseline Medicaid costs from approximately
$2.8 billion yearly to approximately $3.5 billion for federal fiscal years 2020 and 2021. This was
also accompanied by an increase of the FMAP from 55% to 76%, greatly increasing federal
participation in reimbursement. The breakdown of the approximate total reimbursement achieved
after approval for the initiatives and increased FMAP is:

1. Increasing the Puerto Rico Poverty Level (PRPL) to 85% of
the Federal Poverty Level (FPL). ...........cccooooiiiiiiiiiiiiiic $350 million

The PRPL is $10,200 annually for a family of four, or
approximately 40 % of the FPL, which was $25,750 in 2019.
The additional funds provided by Congress allowed Puerto Rico
to cover over 200,000 additional beneficiaries.

2. Increasing Medicare Part B provider reimbursement to

70% of the current Medicare Fee Schedule............................cccooo. $140 million
3. Increasing physicians with capitated arrangements

TEIMDUISEMENT. ...ttt $50 million

Medicaid physician fees are low in Puerto Rico compared to the
States for certain services, including primary care and maternity
services. For example, from July 2016 to July 2017, Medicaid
physician fees were 19% of Medicare for primary care services
and 50% of Medicare for maternity services, compared to the

FUNDING IN U.S. TERRITORIES MERITS IMPROVED PROGRAM INTEGRITY EFFORTS. GAO-16-324.
Available at http://www.gao.gov/assets/680/676438 .pdf. It does, however, provide certain optional
benefits, including dental services and prescription drugs. CMS. 2012. AMENDMENT TO PUERTO RICO
MEDICAID STATE PLAN. (19 Mar 2012). Available at http://www.medicaid.gov/State-
resourcecenter/Medicaid-State-Plan-Amendments/Downloads/PR/PR-11-003-Att.pdf.

*  In 2011, Puerto Rico’s FMAP was statutorily set at 50 percent; the ACA provided an FMAP increase
for Puerto Rico from 50 percent to 55 percent effective July 1, 2011. The found that, when the capped
federal contribution was compared with Puerto Rico’s contribution to the health care needs of Medicaid
cligible beneficiaries, the effective FMAP rate was estimated to be approximately 18 percent. White
House. 2011. REPORT BY THE PRESIDENT’S TASK FORCE ON PUERTO RICO’S STATUS. (March 2011).
Available at
https://obamawhitehouse.archives.gov/sites/default/files/uploads/Puerto_Rico_Task Force Report.pd
f
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national average of 66% of Medicare for primary care and 81%
of Medicare for obstetric care.

According to Bureau of Labor Statistics, the average annual
earnings of family physicians and general practitioners in Puerto
Rico are $86,970, compared to $211,780 nationally.’> This vast
disparity in earnings has contributed to an ongoing exodus of
younger doctors, which has left the island with an older,
shrinking physician workforce. Only 4% of doctors in Puerto
Rico are 35 years old or younger, compared to 24% in the States,
according to data presented to MACPAC, which leaves the
island at risk of further loss of physicians as older doctors retire.®

The additional funds provided by Congress allowed Puerto Rico
to increase reimbursements to physicians by $190 million.

This increase in reimbursements has been instrumental in
helping physicians stay afloat during this COVID-19 pandemic.
Many of the mechanisms included in the CARES Act to provide
immediate cashflow to healthcare providers have been based in
original Medicare which, because of the low percentage of
original Medicare beneficiaries in Puerto Rico, were mostly
inapplicable or ineffective. For example, over 50% of healthcare
providers in Puerto Rico received payments from the Provider
Relief Fund in an amount less than $1,000 (compared to
17% nationally) and 84% of healthcare providers received
payments in an amount less than $5,000 (compared to
39% nationally). Moreover, providers in Puerto Rico received
fewer dollars per capita from the Provider Relief Fund than any
State or territory, with a per-capita distribution for Puerto Rico
of $23.98 compared to the national per capita of $174.14.

MACPAC. 2019. MEDICAID IN PUERTO RICO: FINANCING AND SPENDING DATA ANALYSIS AND
PROJECTIONS. (March 2019). Available at https://www.macpac.gov/wp-
content/uploads/2019/03/Medicaid-in-Puerto-Rico-Financing-and-Spending-Data-Analysis-and-
Projections.pdf.

Burcau of Labor Statistics, Occupational Employment Statistics. (May 2018). Available at
https://www bls.gov/oes/current/oes_nat.htm#29-0000.

MACPAC, December 2018 Meeting Transcript, p. 268. Available at https://www.macpac.gov/wp-
content/uploads/2017/07/December-2018-Meeting-Transcript.pdf.
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4. Increasing hospital reimbursement to compensate for
Medicaid beneficiaries’ attention 108€S...........c.oooviiiiiiiiiin $106 million

Hospitals in Puerto Rico are ineligible for Medicaid Disparate
Hospital Share payments and receive a minimal amount of
Medicare Disparate Share payments because Americans living
in Puerto Rico are ineligible for Supplemental Security Income,
which is one of the factors in the formula for this program. The
funds provided by Congress allowed Puerto Rico to increase
reimbursements to hospitals to over 90% of the applicable
Medicare Fee Schedule, an amount totaling $106 million.

5. Covering oral hepatitis C treatment for chronic liver disease

patients $38 million

After further analysis of the cost of the measures, it was decided that the final sustainability
measure proposed to Congress— paying the Medicare Part B premium for dual eligible
beneficiaries’— could not be pursued because its cost would have defunded the other initiatives
severely. Additional payments, like the second increase to dentists, were also included in the
supplementary revenue sought. As of this date, Puerto Rico is on track to spend the total
incremental amount for the sustainability measures of approximately $700 million by the end of
this fiscal year.

The increase in the Section 1108 cap provided under the FURTHER APPROPRIATIONS ACT OF 2020
will expire on September 30, 2021, Therefore, effective on October 1, 2021, the amount of federal
funds provided to the Puerto Rico Medicaid program will be capped at approximately
$380,000,000, about 10% of the program’s current total cost.

As the end of the Puerto Rico fiscal quickly approaches, Congress needs to act swiftly to prevent
the Puerto Rico Medicaid program from becoming underfunded. Any delay will affect the
contractual negotiations with the managed care organizations that provide healthcare services to
our Medicaid beneficiaries because the lack of additional federal Medicaid funding will cause the
FEDERAL OVERSIGHT AND MANAGEMENT BOARD to substantially cut budget for this program.
Accordingly, T ask that, we work to provide the Puerto Rico Medicaid program with sufficient
funding, at an FMAP of 83%, to allow it to have a smooth transition into the next fiscal year
without cutting benefits, lowering provider payments, or withdrawing coverage for hundreds of
thousands of current beneficiaries in the middle of this pandemic.

Americans living in Puerto Rico are ineligible for the Medicaid Savings Programs, which help to
subsize Medicare Part B premiums and copayments. This means that the GHP has to absorb the cost of
providing these services to its dually eligible beneficiaries, whether directly or through Medicare
Advantage Plans.
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The Government of Puerto Rico has estimated that it needs $4.8 billion for fiscal year 2022 and
$5.1 billion for fiscal year 2023 to continue to run its Medicaid program.® This increase would
allow for a greater degree of equality in programs that are crucial to healthcare in the Island. These
programs include:

e Medicare Part B premium buy-in payments for dually eligible beneficiaries;

e Long-term care services and support

e Non-flu adult vaccinations as recommended by the CDC;

¢ Non-emergency transportation;

e Diabetes mellitus DME and supplies; and

e Increased funds for distressed hospitals and dentists.
Turge you to make funding for the Puerto Rico Medicaid program a priority and to provide it with
the funding it requires to adequately serve the millions of Americans in Puerto Rico who depend
on it for their healthcare. Although our ultimate goal should be full equity, I urge you to work
towards providing the Puerto Rico Medicaid program the immediate funding it needs, at the levels

requested, to avoid the collapse of our healthcare system.

I again thank you for your invitation to testify on this urgent matter.

8 Puerto Rico Fiscal Agency and Financial Advisory Authority (AAFAF), Budget Submitted to the
FOMB, March 8, 2021 https://www aafaf pr.gov/wp-content/uploads/Revised-Fiscal-Plan-PR-2021-

2022 pdf'.
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Mr. SARBANES. Thank you very, very much for your testimony.
Congressman San Nicolas, you are now recognized for 5 minutes.
Please remember to unmute.

STATEMENT OF HON. MICHAEL F. Q. SAN NICOLAS

Mr. SAN NicorLAs. Thank you, Mr. Chairman, honorable mem-
bers of the esteemed Energy and Commerce Committee, Chairman
Frank Pallone, Ranking Member Cathy McMorris Rodgers, Health
Subcommittee Chairwoman Anna Eshoo, and Ranking Member
Brett Guthrie.

Let me open by expressing my thanks for your graciousness in
inviting Guam and our territory to testify at today’s hearing,
thanking all of you for your leadership in passing Public Law 116—
94, which temporarily increased the Federal Medicaid assistance
percentage, FMAP, for Guam to its current rate of 83 percent Fed-
eral match to 17 percent local match from the prior 55 percent Fed-
eral match and 45 percent local Medicaid matching formula, gross-
ly insufficient for communities like Guam, with among the highest
per capita poverty levels in the country.

Additionally, prior to Public Law 116-94, the pool of available
matching funds for Guam was limited to approximately $18 mil-
lion. And with the sunset of these laws, it will revert to $19.2 mil-
lion in fiscal year 2022. In the interim, Public Law 116-94 has in-
creased the pool of available funds to approximately $130 million.

The whole point of FMAP and a proper pool of Federal matching
funds is to enable a formulaic basis for our Federal Government to
be able to support the Medicaid program as it is intended. Common
sense would assume that, if the Medicaid program is intended to
help those of limited resources, similar logic will be applied to the
FMAP and Medicaid cap in communities of limited resources to
fund Medicaid itself.

With Public Law 116-94, such progress towards basic equality
for United States territories has been transformative for us in our
Medicaid programs in its ability to reach Americans as intended
under the law. The current temporary $130 million pool at an
83:17 match translates into a Medicaid program funded at approxi-
mately $156 billion overall for Guam, which is $3,612 per Medicaid
enrollee, based on our fiscal year 2020 levels of enrollment at
43,185 people, and a population of 170,000.

Assuming a static level of enrollment and a reversion to FMAP
and capped levels and the Medicaid cliff, the amount available per
Guam Medicaid enrollee drops precipitously to $757, from 3,612 to
757, a drop of more than 79 percent. As evidently unsustainable as
this is, a drill-down of the implications of this bleak outlook only
prove it more so.

First, even at the current elevated levels, Guam’s per-enrollee
amount of 3,612 is still 32 percent lower than our next-lowest high-
data usability jurisdiction. And even today’s elevated levels under
Public Law 116-94 do not reflect per capita equity.

Second, Medicaid cliff aversion means greater local funding
needs to be expended for less Federal match under current cir-
cumstances. At $18 million local funds, or approximately $8 mil-
lion, would fund that program entirely, whereas the same $8 mil-
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lion in local funding would result in more than $47 million in pro-
gram healthcare, a difference of over 62 percent.

Third, Medicaid cliff aversion means a return to Medicaid-in-
duced medical cannibalism for Guam, with lower caps and lower
FMAP leaving Guam to fund Medicaid at a higher matching rate,
with a smaller pool, and ultimately picking up 100 percent of the
total costs beyond $750 per enrollee. Such medical cannibalism ma-
terializes in deferred maintenance of our facilities and equipment,
which today have ballooned our Army Corps of Engineer estimates
for a suitable hospital to over $700 million, due to systemic under-
funding of our healthcare system. Medical cannibalism means de-
layed vendor payments, with an underfunded healthcare system
stretching vendor payments to 90 days and beyond, resulting in ex-
ponentially higher risk-based pricing.

Further, payment uncertainties implode Medicaid service pro-
vider environments. Private healthcare operators are unwilling or
unable to accept Medicaid-eligible patients due to unsustainable
delays in Medicaid and indigent receivables.

And finally, let us not forget that historic Medicaid inequity is
but one of many Federal inequities that have exacerbated
healthcare in Guam and in our territories. We do not have supple-
mental security income on Guam, leaving our disabled without a
basic level of support and depriving our community of a pool of re-
sources to fund the operations of medical service providers for
those SSI eligible.

We do not have the Affordable Care Act and its corresponding
Federal subsidies, leaving many of our people uninsured and
underinsured. We must work to also remedy these healthcare gaps
for our Americans on Guam to truly build an equitable healthcare
system.

The only solution equitable for Americans in Guam is actual eq-
uity. Let us complete the work of Public Law 116-94 by perma-
nently closing the territorial and Guam Medicaid gap with FMAP
levels concurrent with the rest of the country and lifting of the
Medicaid cap also concurrent with the rest of the country.

Thank you, and God bless the United States, Tribes, and terri-
tories of America.

[The prepared statement of Mr. San Nicolas follows:]
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U.S. House of Representatives Committee on Energy and Commerce
Subcommittee on Health Virtual Hearing
“Averting a Crisis: Protecting Access to Health Care in the U.S. Territories”
March 17, 2021

Hon. Michael F.Q. San Nicolas Member of Congress, Guam

Energy and Commerce Committee Chairman Frank Pallone, Ranking Member Cathy
McMorris Rodgers, Health Subcommittee Chairwoman Anna Eshoo, and Ranking
Member Brett Guthrie, let me open by expressing my thanks for your graciousness in
inviting Guam to testify at today’s hearing and for your grace in receiving our testimony.

1 would also like to begin by thanking all of you for your leadership in passing P.L. 16-
127, which opened the door for today’s hearing by temporarily increasing the Federal
Medicaid Assistance Percentage (FMAP) for Guam to its current temporary rate of an
83% federal match to a 17% local match. Prior to the enactment of this legislation, our
FMAP was limited to a 55% Federal / 45% Local Medicaid matching formula grossly
insufficient for communities like Guam with among the highest per capita poverty levels
in the country.

In addition to the matching formula, the reach of Medicaid is further determined by the
pool of federal matching funds afforded under the program's Medicaid Cap. Prior to P.L.
16-127, the pool of available matching funds for Guam was limited to approximately 18
million dollars, and with the sunset of these laws, it will revert to 19.2 million $ in FY
2022. In the interim, P.L. 16-127 has increased the pool of available funds to
approximately 130 million dollars.

The whole point of FMAP and a proper pool of federal matching funds is to enable a
formulaic basis for our federal government to be able to support the Medicaid program
as it is intended; to provide help with healthcare costs for people with limited income
and resources, including adults, children, pregnant women, our elderly and our people
with disabilities. Common sense would assume that if the Medicaid program is intended
to help those with limited resources, similar logic would be applied to the FMAP and
Medicaid Cap in communities with limited resources to fund Medicaid itself.

With P.L. 16-127, common sense prevails, and such basic equity for our United States
Territory of Guam has been transformative in our Medicaid program and its ability to
reach Americans as intended under the law.

The current yet temporary $130MM pool at an 83/17 match translates into a Medicaid
Program funded at approximately $156MM for Guam, which is a healthy $3,612 per
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Guam Medicaid Enrollee based on our FY 2020 levels of enroliment at 43,185.
Assuming a static level of enroliment and a reversion to FMAP and Cap levels in FY
2022, the amount available per Guam Medicaid Enroliee drops precipitously to $757 — a
drop of more than 79%. As evidently unsustainable as this is, a drill-down of the
implications of this bleak outlook only prove it moreso.

First, even at the current elevated levels, Guam’s per Enrollee amount of $3,612 is still
lower than the 2018 figures afforded to the next lowest Per Capita expenditure estimate
for states with a high level of data usability at $5,356. In other words, our elevated levels
today are still more than 32% lower than our next lowest high data usability jurisdiction.
Even today’s elevated levels under P.L. 16-127 do not reflect per capita equity.

Second, the 2022 reversion means greater local funding needs to be expended for less
federal match under current circumstances. in 2022, local funds of approximately $8MM
will only translate into less than $18MM in program healthcare, whereas the same
$8MM would result in more than $47MM in program healthcare - a difference of over
62%. These aren’t just dollars and percentages; these are resources that directly reflect
how much care is available for our Medicaid eligible.

Third, the 2022 reversion means a return to medical cannibalism for Guam, with lower
Caps and lower FMAP leaving Guam to fund Medicaid at a higher matching rate with a
smaller pool and ultimately picking up 100% of the tab of costs beyond $757 per
enrollee. With Guam’s coffers strained due to present pandemic circumstances and
high pre-pandemic poverty levels, medical cannibalism materializes in deferred
maintenance of our facilities and equipment, which today have ballooned our Army Corp
of Engineers estimates for a suitable hospital to over 700 million dollars due to systemic
underfunding of our healthcare system because Guam has been picking up the tab of
Medicaid inequity for decades. Medical cannibalism also rears its ugly head in delayed
vendor payments, with an underfunded healthcare system stretching vendor payments
to 90 days and beyond, depriving the system of better pricing available with net 30
payments and resulting in exponentially higher risked based pricing. Further, payment
uncertainties implode the Medicaid service provider environment, with private
healthcare operators unwilling or unable to accept Medicaid eligible patients due to
unsustainable delays in Medicaid and indigent receivables.

And finally, let us not forget that historic Medicaid inequity is but one of many federal
inequities that have exacerbated healthcare in Guam. We do not have SSI, leaving our
disabled without a basic level of support and depriving our community of a pool of
resources to fund the operations of medical service providers for those SSI eligible. We
do not have the Affordable Care Act and its corresponding federal subsidies, leaving
many of our people uninsured and underinsured. We must work to also remedy these
healthcare gaps for our Americans on Guam to truly build an equitable healthcare
system, but today that work focuses on Medicaid.
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The only solution equitable for our Americans in Guam is actual equity. FMAP levels
concurrent with the rest of the country, and a lifting of the Medicaid Cap also concurrent
with the rest of the country.

Honorable Members of the Committee, thank you deeply for the temporary reprieve of
P.L. 16-127. Let us now make whole Medicaid for Americans in an American healthcare
system by simply applying to Guam what is applied throughout the rest of America.

Thank you, and God Bless the United States, Tribes, and Territories of America.
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Mr. SARBANES. Thank you very much, Congressman San Nicolas,
and I want to thank all of my colleagues, our colleagues, for their
passionate testimony. There is no passion greater than fighting for
your constituents, and certainly that was evident today. So thank
you all for being with us.

We are now going to turn to a second panel of witnesses on this
very important issue and the challenges that are faced in the terri-
tories: Dr. Anne Schwartz, who is the Executive Director of the
Medicaid and CHIP Payment and Access Commission; and Ms.
Carolyn Yocom, Director of Health Care for the Government Ac-
countability Office.

So we are looking forward to hearing from both of you on this
topic.

Dr. Schwartz, you are now recognized for 5 minutes. Please re-
member to unmute, thank you.

STATEMENT OF ANNE L. SCHWARTZ, PH.D., EXECUTIVE DIREC-
TOR, MEDICAID AND CHIP PAYMENT AND ACCESS COMMIS-
SION, AND CAROLYN L. YOCOM, DIRECTOR, HEALTH CARE,
GOVERNMENT ACCOUNTABILITY OFFICE

STATEMENT OF ANNE L. SCHWARTZ, Ph.D.

Dr. SCHWARTZ. Thank you, and good afternoon, members of the
Health Subcommittee. I appreciate the opportunity to share
MACPAC’s work as this body considers next steps in Medicaid fi-
nancing for the five U.S. territories.

As you know, MACPAC is an independent, nonpartisan advisory
body charged with analyzing and reviewing Medicaid and CHIP
policies and making recommendations on issues affecting these pro-
grams. I want to note that we do not conduct oversight or do au-

its.

Medicaid and CHIP play a vital role in providing access to
healthcare for low-income individuals in the territories. The chal-
lenges are similar to those in the States: populations with signifi-
cant healthcare needs, an insufficient number of providers, and
constraints on local resources. With some exceptions, territories op-
erate under similar Federal rules as States and are subject to over-
sight by CMS.

It is frequently said that, if you have seen one Medicaid program,
you have seen one Medicaid program, and this is because, despite
common rules, States have a lot of flexibility in how they manage
their programs. But for the purposes of the hearing today, it is im-
portant to note both that territory Medicaid programs differ from
the States’ and that they also differ from each other. And these dif-
ferences reflect their unique geography, history, local economy, and
health system infrastructure.

My written statement goes into detail as to how Medicaid oper-
ates in the territories, and if you are interested in even more infor-
mation you can find factsheets on the MACPAC website describing
each territory’s policies related to eligibility, benefits, delivery sys-
tem, data and reporting, quality, and program integrity. But the
most important point I want to underscore today is that Federal
policy for financing Medicaid in the territories has led to chronic
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underfunding. This is because the policy differs from the States’ in
two key ways.

First, territorial Medicaid programs are constrained by a ceiling
on funding referred to as the Section 1108 cap or allotment. Terri-
tories receive a relatively small, set amount of Federal funding
each year regardless of changes in enrollment and use of services.
And in comparison, States receive Federal matching funds for each
State dollar spent with no cap.

Second, the Federal medical assistance percentage, the FMAP or
matching rate, is statutorily set at 55 percent. For the States the
FMAP provides higher reimbursement to those with lower per cap-
ita incomes relative to the national average, and vice versa, in
order to reflect States’ differing abilities to fund Medicaid from
their own revenues. If the FMAPs for the territories were set using
the formula used for the States, the matching rate for all five terri-
tories would be much higher and, for most, the maximum of 83 per-
cent.

Now, Congress has stepped in at multiple points with fiscal re-
lief, notably in the consolidated appropriations bill passed in De-
cember 2019, which increased the 1108 allotments for fiscal year
2020 and 2021, and temporarily raised the FMAP to 76 percent for
Puerto Rico, and 83 percent for the other territories. This legisla-
tion also directed the territories to make certain programmatic im-
provements related to data reporting and programming integrity.
And, to our knowledge, they have either addressed these issues or
made important progress.

The Families First Coronavirus Relief Act enacted last March
further increased the 1108 allotments and extended to the terri-
tories a 6.2 percentage point increase in the FMAP through the end
of the quarter in which the public health emergency ends. This is
the same FMAP increase as received by the States.

So, as a result of these actions, all five territories now have
enough money to cover program expenses through the end of this
fiscal year. However, without additional congressional action, we
anticipate that they will all experience funding shortfalls at some
point in fiscal year 2022. And at this time MACPAC does not have
sufficient data on actual or projected spending to comment on the
exact date of exhaustion.

In the face of such a shortfall, the territories will have to make
tough decisions. The options before them, including funding Med-
icaid entirely with unmatched local funds—a scenario we think is
unlikely—cutting services, reducing or suspending provider pay-
ments, or some combination of these strategies. It is worth noting
that territories, like States, are currently prohibited from decreas-
ing eligibility standards or just enrolling beneficiaries if they accept
the increased FMAP provided in the Families First legislation.

The history of responding to crises with a short-term infusion of
funds has caused a great deal of uncertainty. And while an addi-
tional time-limited allotment of funds would certainly prevent a fis-
cal cliff, it would ensure that, in the short term, a continued deliv-
ery of services, but it would not address the underlying challenges
with a financing structure that make it difficult for territories to
plan, manage, and sustain long-term, reliable access to care for
Medicaid beneficiaries residing in these territories.
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Thank you for the opportunity to share MACPAC’s work, and I
am happy to answer any questions.!

Mr. SARBANES. Thank you very much. I appreciate that, you
were exactly 5 minutes. Well done.

Ms. Yocom, you are now recognized for 5 minutes. Please remem-
ber to unmute yourself. Thanks very much for being here.

STATEMENT OF CAROLYN L. YOCOM

Ms. YocoM. My pleasure. Chairwoman Eshoo, Ranking Member
Guthrie, and members of the subcommittee, I appreciate the oppor-
tunity to discuss GAO’s most recent work looking at the Medicaid
program in Puerto Rico.

My remarks today focus on key findings from our February re-
port that evaluated Federal oversight of Puerto Rico’s Medicaid
contracting process. I am going to focus on our findings as they re-
late to Puerto Rico’s contracting reform plan and then also discuss
sorrﬁe additional actions needed to improve Medicaid program over-
sight.

Contracting is central to many States’ and territories’ Medicaid
programs, and effective contracting relies on competition. Competi-
tion can reduce costs, improve contractor performance, curb fraud,
and promote accountability. Through an open, competitive process,
States and territories can evaluate and select contractors who pro-
vide the greatest value to their Medicaid programs.

Puerto Rico’s plan to reform Medicaid contracting outlines a proc-
ess but doesn’t yet offer details on the substance of the actions it
will take. For example, it sets timeframes for determining reforms,
but it offers limited information on what these reforms will be and
the extent to which they will result in a more competitive process.
It is not clear what changes will occur.

And changes are needed. Our review of eight contracting proc-
esses did find that one competitive process, the largest, fully dis-
closed information on factors used to evaluate the proposals and
make awards. We didn’t find such information on the other two
processes. And in the five noncompetitive contracting processes re-
viewed, three lacked any justification for excluding competition,
and the reasons for the remaining were not clear.

Officials explained that Puerto Rico law does not require com-
petition. However, competitive contracts can reduce risks of waste,
fraud, and abuse. The concerns we identified underscore the need
for Federal oversight.

Unfortunately, the Centers for Medicare and Medicaid Services,
or CMS, does not oversee Puerto Rico’s contracting procedures,
leaving the program at risk. CMS officials noted, however, that the
agency has treated Puerto Rico the same as other U.S. territories
and States and that CMS does not oversee Medicaid contracting
procedures in any State or territory.

Nationwide, contracts make up at least half of Medicaid spend-
ing. And in Puerto Rico, this percentage is 96 percent. CMS has
taken the position that the States and territories are best suited
to ensure compliance with their respective laws. We recommended

1Dr. Schwartz’s prepared statement has been retained in committee files and is available at
https://docs.house.gov/meetings/IF/IF14/20210317/111335/HHRG-117-1F 14-Wstate-SchwartzA-
20210317.pdf.
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that CMS take steps to implement ongoing risk-based oversight of
Puerto Rico’s Medicaid contracting procedures, citing CMS’s statu-
tory requirement to ensure the administration of Medicaid pro-
grams using necessary methods for efficient program operations.
The agency agreed.

As I believe every witness so far has presented, GAO’s work also
shows the challenges that Puerto Rico and the territories face com-
pared with State Medicaid programs. Congress has increased fund-
ing, allowing the territories to avoid funding shortfalls or to cover
more services. However, our work shows that the temporary and
inconsistent nature of these increases create uncertainty and can
complicate efforts to maintain program changes and retain and
then sustain fiscal health. These concerns are real.

The need for an increased focus on program integrity is also criti-
cally important. Some improvements, such as Puerto Rico estab-
lishing a Medicaid fraud control unit, have been taken. However,
more actions are needed to ensure Medicaid spending is meeting
the needs of Puerto Rico’s beneficiaries.

As Congress considers changes to funding the territories’ Med-
icaid programs, Puerto Rico and other territories must continue to
develop and carry out planned reforms, measuring their results,
and adjusting oversight as needed to better ensure the efficient use
of Medicaid.

This concludes my prepared statement.

I would be pleased to answer any questions.

[The prepared statement of Ms. Yocom follows:]
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Madam Chairwoman Eshoo, Ranking Member Guthrie, and Members of
the Subcommittee:

Thank you for the opportunity to discuss the Medicaid program in Puerto
Rico. Among the U.S. territories, Puerto Rico administers the largest
Medicaid program, covering over 1 million beneficiaries at a total cost of
$2.5 billion in 2018.1 Like other states and territories, Puerto Rico
implements major functions of its Medicaid program by procuring a variety
of administrative and other services from contractors. In calendar year
2018, states and territories paid contractors at least half of the $619
billion in total Medicaid expenditures. In that same year, Puerto Rico paid
contractors at least 96 percent ($2.4 billion) of its $2.5 billion in total
Medicaid expenditures, primarily to managed care organizations (MCO)
for coverage of Medicaid services.2

States’ and U.S. territories’ Medicaid procurement processes can directly
affect their efficient operation of the program and their ability to prevent
fraud, waste, and abuse.3 By promoting competition for procurements,
states and territories can select contractors that provide the greatest
value to their Medicaid programs. Competition also reduces the risk of
fraud, waste, and abuse that—if unabated—could increase procurement
costs and reduce funding available for Medicaid services to individuals.

In April 2016, we found little assurance that Puerto Rico and other
territories’ Medicaid funds were protected from fraud, waste, and abuse.4
Since then, the Centers for Medicare & Medicaid Services (CMS)—the
federal agency in the Department of Health and Human Services (HHS)

1Five territories of the United States participate in the Medicaid program: American
Samoa, the Commonwealth of the Northern Mariana Islands, Guam, Puerto Rico, and the
U.S. Virgin Islands.

2Under managed care, states and territories typically procure from MCOs a specific set of
Medicaid-covered services for Medicaid beneficiaries in return for a set payment per
beneficiary, referred to as a capitated rate.

3The term procurement in this report refers specifically to the process of obtaining goods
or services via government contract. Each state and territory must provide a Medicaid
state plan that describes how it will administer its program according to methods that the
Secretary of the Department of Health and Human Services finds to be necessary for the
program’s proper and efficient operation. 42 U.S.C. § 1396a(a)(4)(A).

4See GAO, Medicaid and CHIP: Increased Funding in U.S. Territories Merits Improved
Program Integrity Efforts, GAO-16-324 (Washington, D.C.: Apr. 8, 2016)

Page 1 GAO-21454T Puerto Rico Medicaid
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that oversees Medicaid—and Puerto Rico have taken some steps to
improve program oversight.

However, in July 2019, the Department of Justice indicted three
individuals, including the former executive director of Puerto Rico’s
Administracion de Seguros de Salud, which oversees the territory’s
procurements for Medicaid managed care services, for unlawfully steering
Medicaid contracts to certain individuals.® These indictments have raised
questions about Puerto Rico’s Medicaid procurement process, including
whether it helps ensure appropriate competition. In light of these and
other questions, the Further Consolidated Appropriations Act, 2020,
directs Puerto Rico to publish a Medicaid procurement reform plan to
combat fraud, waste, and abuse.® Puerto Rico provided Congress with
this plan on December 18, 2020.

My testimony today will summarize our February 2021 report on CMS’s
oversight of Puerto Rico’s Medicaid procurement process, including the
extent to which this process helps ensure competition.” This testimony

will focus on our findings from the report as they relate to Puerto Rico’s
Medicaid procurement reform plan.

To conduct the work on which this statement is based, we reviewed
relevant federal regulations and CMS guidance, interviewed officials from
CMS and Puerto Rico, reviewed documentation of the process used to
make eight Puerto Rico procurements (three competitive and five
noncompetitive) that were in effect as of April 1, 2020, and reviewed
Puerto Rico’s procurement reform plan. Additional information on our
scope and methodology is available in our report. Our work was
performed in accordance with generally accepted government auditing
standards.

5U.8. Department of Justice, Former Secretary Of Puerto Rico Department Of Education
And Former Executive Director Of Puerto Rico Health Insurance Administration Indicted
With Four Others For Conspiracy, Wire Fraud, Theft Of Government Funds, And Money
Laundering (San Juan, Puerto Rico: July 10, 2019), accessed November 20, 2020,
https://www.justice.gov/usao-pr/pr/former-secretary-puerto-rico-department-education-and
-former-executive-director-puerto-1.

6Pub. L. No. 116-94, div. N, § 202(a)(2), 133 Stat. 2534, 3105 (2019) (codified at 42
U.S.C. § 1308(g)(7)(A)iii)).

7See GAO, Medicaid: CMS Needs to Implement Risk-Based Oversight of Puerto Rico’s
Procurement Process Medicaid, GAO-21-229 (Washington, D.C.: Feb. 5, 2021).
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Background

Notable differences exist in the funding and operation of Puerto Rico’s
Medicaid program as compared with the states.® Similar to states, the
federal government and Puerto Rico jointly fund Medicaid to provide
health care coverage for low-income and medically needy populations.
However, federal law has historically established the federal matching
rate for Medicaid expenditures in Puerto Rico at the lowest rate available
to states, while matching rates for the states are determined each year
based on a formula that takes into account variations in their per capita
incomes. In addition, unlike states that receive open-ended federal
matching funds, Puerto Rico can access federal funds for Medicaid up to
an annual limit. Roughly 40 percent of Puerto Rico’s population qualifies
for Medicaid, and over the past decade, Congress has provided Puerto
Rico with increased federal Medicaid funding.®

Similarly, as is the case with states, Puerto Rico’s Medicaid program is
required to cover certain benefits—known as mandatory Medicaid
benefits. However, CMS has not always enforced this program
requirement in Puerto Rico. For example, in April 2016, we found that
Puerto Rico did not cover seven of the 17 mandatory Medicaid benefits,
including nursing facility services and home health services.1®

With respect to Medicaid procurement, HHS regulations apply to both
states and Puerto Rico. Specifically, HHS regulations generally require a
state or territory to “follow the same policies and procedures it uses for
procurements from its non-federal funds.”!" In addition, under HHS
regulations, the agency may require a state or territory to comply with
federal competition standards that apply to other non-federal entities
under limited circumstances, such as when the agency determines that
the state’s or territory’s procurement process for certain procurements is

8The differences in Medicaid funding and operation outlined in this section also generally
apply to the other four U.S. territories participating in the program.

SMost recently, for fiscal years 2020 and 2021, Congress provided additional federal
funding for all territories. See Further Consolidated Appropriations Act, 2020, Pub. L. No.
116-94, div. N, § 202, 133 Stat. 2534, 3103 (2019); Families First Coronavirus Response
Act, Pub. L. No. 116-127, § 6009, 134 Stat. 178, 209 (2020)

10See GAO-16-324.

11See 45 C.F.R. § 75.326 (2019). States and territories must also follow federal
requirements regarding the procurement of recovered materials and include certain
contract provisions in every purchase order or other contract. See 45 C.F.R. §§ 75.331,
75.335 (2019). According to CMS officials, states and territories must attest in their
Medicaid state plans to complying with this requirement.
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an impediment to competition that could substantially impact project cost
or the risk of failure. 2

Puerto Rico’s
Procurement Reform
Plan Acknowledges
the Need to Improve
Competition and
Outlines Future
Initiatives

In the Medicaid procurement reform plan it provided Congress in
December 2020, Puerto Rico outlines initial steps to improve competition.
In particular, Puerto Rico identifies a guiding principle and area of
opportunity related to competition, as well as initiatives to define policies
and actions it will use to increase competition. Puerto Rico’s plan also
notes that agreement from CMS is needed to implement reforms.

For our February 2021 report, we reviewed federal procurement
standards that address competitive and noncompetitive procurements.
Although states and territories are generally not required to meet these
federal procurement standards, these standards were designed to
promote competition, which we and other organizations have found to be
a cornerstone of procurement. In addition, we previously found that
competition can reduce costs, improve contractor performance, curb
fraud, and promote accountability. 3

Competitive procurements. In its procurement reform plan, Puerto Rico
states that by April 2021 it will identify procurement information it will
make public as part of its competitive procurement process and will make
such information public by the end of 2021. Puerto Rico also plans to
define criteria for evaluating proposals submitted by potential contractors.
However, Puerto Rico’s procurement reform plan does not specify
whether it will make these criteria public when it issues requests for
proposals.

Including such information may promote fair competition and improve
agencies’ efforts to obtain proposals that are as responsive as possible to
their needs. Requests for proposals for two of the three competitive
procurements we reviewed did not include certain information on factors

12 These additional federal procurement standards apply to other non-federal entities,
such as local governments, Indian tribes, and nonprofit organizations that participate in
the Medicaid program. HHS may require states and territories to follow federal competition
standards for two types of procurements: (1) information systems that support Medicaid
programs, known as administrative data processing equipment and services; and (2)
services from external quality review organizations for an annual review of the quality,
timeliness, and access to health care services provided by states’ MCOs. See 45 C.F.R. §
95.613(a) (2019); 42 C.F.R. § 438.356(¢) (2019).

13See GAO, Federal Contracting: Opportunities Exist to Increase Competition and Assess
Reasons When Only One Offer Is Received, GAO-10-833 (Washington, D.C.: July 26,
10).
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used to evaluate proposals and make awards, although the largest
procurement we reviewed included this information.

Noncompetitive procurements. In its procurement reform plan, Puerte
Rico also states that by August 2021, it will identify the circumstances
under which the use of noncompetitive contracts is justified, as well as the
factors it might consider in making this determination, such as the length
of the contract. None of the five noncompetitive procurements we
reviewed included documentation of justifications established by federal
procurement standards—such as emergencies—which HHS may require
a state or territory to comply with under limited circumstances.’4

CMS oversight. As we reported in February 2021, CMS has not
overseen Puerto Rico’s compliance with the federal requirement that the
territory follow the same policies and procedures that it uses for
procurements using non-federal funds. According to CMS officials, Puerto
Rico is in the best position to ensure compliance with its respective
procurement laws. CMS officials stated that the agency has treated
Puerto Rico the same as states and other U.S. territories, as CMS has
not overseen the Medicaid procurement process in any state or territory.

States and territories must attest to compliance with this federal
procurement requirement in their state plan. CMS officials said that they
review these attestations when states or territories submit changes to the
relevant portion of their state plans, but this occurs infrequently and CMS
does not proactively initiate this process. As of October 2020, CMS last
reviewed the relevant portion of Puerto Rico’s state plan in 2004. CMS
officials also told us that the agency has discretion in determining when it
can exercise oversight of a state’s or territory’s compliance with federal
procurement requirements; however, the agency does not have
documented procedures specifying the circumstances under which it
would take such oversight actions.

In our February 2021 report, we recommended CMS take steps to
implement ongoing, risk-based oversight of Puerto Rico’s Medicaid
procurement process. Implementing this recommendation can help CMS
meet its statutory requirement to ensure that Puerto Rico administers its

4These federal procurement standards allow noncompetitive procurements only under
limited circumstances, including when (1) the item is available only from a single source;
{2) an emergency does not provide sufficient time to conduct a competitive procurement;
(3) CMS expressly authorizes noncompetitive procurement; or (4) after solicitation of a
number of sources, competition is determined to be inadequate.
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Medicaid program using methods that ensure the efficient operation of the
program. HHS concurred with this recommendation, and stated that CMS
is reviewing Puerto Rico’s procurement reform plan against applicable
requirements.

As Puerto Rico continues to develop and carry out its planned reforms,
implementing our recommendation for ongoing, risk-based oversight of
Puerto Rico’s Medicaid procurement process could enable CMS to
promote competition and efficiency, while preventing fraud, waste, and
abuse in the program.

Madam Chairwoman Eshoo, Ranking Member Guthrie, and Members of
the Subcommittee, this completes my prepared statement. | would be
pleased to respond to any questions that you may have at this time.
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Ms. EsHOO [presiding]. I want to thank——

Mr. SARBANES. Ms. Eshoo, I think you are back, so I will turn
the reins back over to you, and I will go vote. Thanks very——

Ms. EsHO00. Thank you very much, Mr. Sarbanes. I am sure it
went as smooth as glass. Thank you very much.

And thank you to each one of our colleagues who came to be wit-
nesses today. We really appreciate it. First of all, I appreciate it.
I think it is a great way for us to begin our hearing, and to the
witnesses, to the other witnesses that are with us.

We are now going to move to Member questions, and I am going
to recognize myself first for 5 minutes.

To Dr. Schwartz, the last time you testified before our committee
you explained that the caps were made in law in 1967—1967, that
is 33, 43, 55 years ago. Do you know what Congress’ reasoning was
for putting the caps in the Social Security Act?

What was—do you know what the intent was, what maybe the
debate would have been?

I really—I will be real frank with you. I think that there is a lot
of bias in this, but that is my thinking. So can you tell us why they
did this?

Dr. ScHWARTZ. I wish I could tell you. This is something they
have looked into, because it is frequently asked.

And so we don’t know what factors Congress considered when
setting the amounts of those caps. They have been commented on
as being insufficient going back to the late 1970s. So I am sorry,
but the legislative history is not crystal clear on this.

Ms. EsHOO. I see. And when we talk about a long-term solution,
how would you describe it?

How would you advise us?

That is what we want to do, or many of us want to do, maybe
some don’t. How would you spell that out to us?

Dr. SCHWARTZ. So let me first say, in speaking on behalf of the
17 members of the Commission, the Commission hasn’t come up
with a specific proposal for a long-term solution. And I think that
we have merely pointed out that the short-term fixes are problem-
atic because they don’t provide an opportunity for the territories to
plan and implement in scale and phase the programmatic improve-
ments that

Ms. EsHOO. Well, they—the hospitals that our colleague pointed
out is a case in point. I mean, the hospital is falling apart. Other
territories are having to fly patients to other areas. It is expensive
to do that. Each one should have—be able to have their own sys-
tem. If people get sick, they should be covered.

So to Ms. Yocom, is there anything inherent to the territory’s fi-
nancing structure that helps prevent fraud or abuse?

For example, you found that the territories’ block grants result
in stronger program integrity than if there was the open-ended
funding structure that the States have. Can you elaborate on that?

Ms. YocoM. Congresswoman——

Ms. EsHOO. Did you find any evidence of increases in fraud
thanks to the increase in funding?

It seems to me that there are some that are drawing a nexus be-
tween the two. So can you be specific about that?




57

Ms. YocoM. Sure. I don’t believe that that necessarily is the
right conclusion to draw from our work.

Our work has found that, very similar to what Dr. Schwartz has
mentioned, that the changes to the—the uncertainty of the funding
stream does cause a lot of issues for any entity. And——

Ms. EsHOO. Of course.

Ms. YocoM [continuing]. The territories are not to be excluded.
When you have a block grant, compared with a stream that is de-
pendent on needs and beneficiary growth and changes, you have a
very different set of circumstances and a very different

Ms. EsHOO. Yes, but we already know that. We already know
that. We are all saying that.

Ms. Yocowm. Right

Ms. EsHOO. But I am asking you about the specifics relative to—
so you do—let me put it this way: You do not find any nexus be-
tween fraud in an open-ended funding structure and what the ter-
ritories have today?

Ms. YocoMm. I don’t—I do not believe our work has made that
kind of a connection, no——

Ms. EsHOO. Has anybody’s work concluded that?

Ms. YocoM. Not that I am aware of, but——

Ms. EsHOO. Dr. Schwartz, has anyone brought forth evidence rel-
ative to a supposed nexus between fraud and abuse and an open-
funded—you know, the way the States—the way Medicaid operates
for the 50 States?

Dr. ScHWARTZ. Not that I am aware of.

Ms. EsHOO. It is so interesting that this thing keeps coming up.
It is like a bad penny.

Anyway, well, I think that my time is used up. The Chair will
now recognize the—again, the wonderful ranking member of our
subcommittee, Mr. Brett, for his 5 minutes of questions.

Mr. GUTHRIE. Thank you, Madam Chair, I appreciate it. And
thanks for everybody being here, my colleagues prior who testified.

And I just want to comment on my opening statement. You
know, the subject matter is not part of—this is a bipartisan subject
matter we all know we need to—have to address and we have to
fix. The difference I was saying is, instead of having a hearing, we
are having a legislative hearing on specific pieces of legislation that
doesn’t have bipartisan input and bipartisan—so we need to work
together as we move forward on this, and that is what we need to
do.

And first, you know, one of the questions is the cap. And I think
all of us—and I have talked with several of my colleagues, spent
some time meeting with Delegate—Resident Commissioner
Gonzalez quite a bit, and talked to others about the level of the
cap. And the cap is sufficient. The cap in statute that we have had
to relieve several times is not sufficient. It is low.

And so, you know, the question—before we say is a cap right or
wrong, the question is, is the cap accurate? If it is an accurate cap,
is it right? And that is kind of where we are trying to go with it.

And Ms. Schwartz, as we know, none of the territories have re-
quested additional funding over the past 2 years. Would you agree
that this would indicate that the cap amount put in place and
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trended forward for the past 2 years has been, at a minimum, suffi-
cient to cover the needs of each of the territories?

Dr. SCHWARTZ. I think that the amount of funding that has been
available for the past few years has been substantially higher than
what was available historically, and we have not heard that it has
been insufficient. Twenty twenty was a very [audio problem] year
in spending throughout the U.S. because of COVID, and so there
is some issues around unspent funds there.

But, you know, year-to-year spending trends can be hard to in-
terpret. But I think we haven’t heard anything about these
amounts being insufficient.

Mr. GUTHRIE. Thanks, thanks. You know, a cap that is too small
is “problemsome.” A cap that is accurate is—that is what we would
like to address.

And so, Ms. Yocom, and—so talking a little bit about—you said
we can conclude certain things from your report. But in your re-
port, the GAO report, you mentioned contracting and procurement
concerns that have arisen at both CMS and Puerto Rico.

Around that time, Puerto Rico released a report on how they
planned to address program integrity issues moving forward. So
then my question would be, are there issues within Puerto Rico’s
report that we should watch closely, such as issues that are not in
alignment with your report?

Ms. YocoMm. You know, I think what is important to keep an eye
on is there are two reporting timeframes that Puerto Rico has set.
One is in April, where they will discuss ways to make their con-
tracting procedures more competitive, which is a good thing. And
then the end is at the end of the year, in 2021, there will be further
outlines of timeframes and implementation. I think keeping track
of both of those is going to be important, and getting more detail
on what steps are going to be taken to make the process more com-
petitive.

Mr. GUTHRIE. OK, thank you. And then, Ms. Yocom also, in your
testimony you write that in 2018 procurement costs represented 2.4
billion of Puerto Rico’s 2.5 billion in total Medicaid expenditures.
That is a startling number, given that a 2019 Federal indictment
led to the arrest of Puerto Rico officials who unlawfully steered
Medicaid contracts to certain individuals.

We know that CMS requires States and territories to use the
same process for Medicaid procurements as they do for nonfederal
procurements. However, CMS has not taken steps to ensure Puerto
Rico has met this requirement. Should requiring CMS to ensure
Puerto Rico has taken the steps be something we should consider
putting into place?

Ms. YocoM. I think it would be important to consider that for not
just Puerto Rico but for the States as well. It is clear that CMS
doesn’t know for certain what is happening, in terms of following
procurements.

Mr. GUTHRIE. OK, thank you. And I just want to interrupt again.
I know we have discussed my opening statement, and the concern
with the two bills is that I want to make sure our colleagues and
my fellow members of this committee that—the current system—
I know we have changed the caps temporarily—is not sufficient,
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and it needs to be addressed, and we want to address it. We want
to just work together moving forward to address it.

So I appreciate the time, and I guess I will go vote and come
Eig}llit back. But Madam Chair, I appreciate the time, and I yield

ack.

Ms. EsHOO. The gentleman yields back. I always appreciate what
the gentleman says. I just want to add to the record, though, that
the two bills on this subject matter are bipartisan. They are bipar-
tisan.

Mr. GUTHRIE. There are bipartisan sponsors, right, that is right.
I am just saying we are going to work together

Ms. EsHOO. They are.

Mr. GUTHRIE [continuing]. With the committee to——

Ms. EsHOO. And I think that is very important. I think some-
times the cosponsorship of our colleagues from the territories seems
to be worth 75 percent rather than 100 percent. But these bills are
bipartisan, and they are a part of it. So—which I think is wonder-
ful. So we look forward to working with you on it.

The Chair now recognizes Mr. Pallone, chairman of the full com-
mittee, for 5 minutes of questions.

Mr. PALLONE. Thank you, Chairwoman Eshoo, and thanks for
emphasizing the bipartisan nature of the bills, because we have ap-
proached this in a bipartisan way in the past and will continue to.
Thank you.

I mean, the concern that I have, obviously, is that, if Congress
fails to act and the territories go over the Medicaid fiscal cliff, the
consequences are devastating. And I know that we have a number
of territories here, but in Puerto Rico alone I understand it is pos-
sible that hundreds of thousands of people could lose their Med-
icaid coverage if the island doesn’t receive additional Federal fund-
iing. And, you know, that is ridiculous, in the context of a pan-

emic.

And also, you know, this is a crisis of our own making. I mean,
Puerto Rico has this Medicaid block grant. And, as a result, since
2009 Congress has intervened eight times to either increase their
funding or increase their FMAP. And, you know, I just don’t want
to do this. I don’t want to keep kicking this can down the road be-
cause the way we do this Medicaid in the territories is fundamen-
tally broken, and now is the time to fix it.

So let me ask Dr. Schwartz. Initially, can you explain why so
many people lose coverage if the territories go over the fiscal cliff,
if you would?

Dr. SCHWARTZ. So it is basically simple math. If you have less
money to spend, there are typically three things you can do: you
can cut people, you can cut payment rates, or you can cut benefits.

And when payment rates are low, that may be a difficult strat-
egy. When benefits have been provided, and there are not many op-
tional benefits are provided, it is harder to cut those. And so that
is the consequence.

Mr. PALLONE. Well, I think it is also critical—thank you, really,
Doctor. But it is really critical to understand who is going to lose
coverage, right? These are Medicare—I am sorry, Medicaid, Med-
icaid beneficiaries. So we are talking about, generally, very low-in-
come individuals, is that correct?
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Dr. SCHWARTZ. Yes.

Mr. PALLONE. And then, if you use Puerto Rico as an example—
you know, I apologize to the others, but if you use Puerto Rico as
an example, it uses its own eligibility levels for Medicaid, and they
are generally lower than those that are used in State programs.

So in this scenario, a family of four with a monthly income of
$943, which is lower than the Federal poverty level for one person
in the contiguous States, those people could lose their coverage, is
that right?

Dr. SCHWARTZ. Yes, generally, although I want to note that Puer-
to Rico did implement a temporary eligibility expansion, up to 85
percent of the Federal poverty level, at the end of the fiscal year,
which would allow a family of four to make approximately $1,800
per month and remain eligible. But your general point is correct.

Mr. PALLONE. All right. And then, given their low income, it is
safe to assume that the people who lose Medicaid would not be able
to afford private insurance. Is that correct?

Dr. SCHWARTZ. Yes.

Mr. PALLONE. So we know that declines in coverage lead to de-
clining overall health. When an uninsured person needs care, they
tend to show up in an emergency room. So what do you expect is
going to happen to the health of these individuals at risk of losing
their Medicaid coverage?

Dr. ScHwWARTZ. I think we would expect that people would not
seek care unless they were in crisis, and that means that they
would not receive preventive care, which could be immunizations
or routine screenings. They also wouldn’t get maintenance care for
chronic conditions such as high blood pressure.

Mr. PALLONE. Yes. So, I mean—let me thank you, Dr. Schwartz.

You know, Jenniffer and Stacey and Gregorio, I don’t want you
to misunderstand what I am saying. I mean, I believe the terri-
tories would only roll coverage back as a last resort, but without
these additional Federal funds they may have not—they may not
have a choice. And that is a choice they should never—that, you
know, the territories should never have to make. And we just have
to stop—I know I sound like a broken record, but we have to stop.

Madam Chair, we have to stop these short-term fixes and look
for a permanent solution. So that is what I know you are trying
to do in the context of the Health Subcommittee and all of us in
the context of the full committee. And, you know, I just want to
make a pledge to all our Congresspeople from the territories that
we understand this, and this is what we want to do. We want to
have a permanent solution. Thank you, Chairwoman Eshoo.

Ms. EsHOO. Thank you, Mr. Chairman. He yields back.

It is a pleasure to recognize the ranking member of the full com-
mittee, Congresswoman Cathy McMorris Rodgers, for 5 minutes of
questioning.

Mrs. RODGERS. Thank you. Thank you, Madam Chair, and thank
you, everyone, for being with us this afternoon.

I wanted to start with Ms. Schwartz, and I just wanted to ask,
do we have any data on the health outcomes in the territories and
potential changes in those outcomes since the Federal Government
has increased the funding for Medicaid in the territories?
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Dr. SCHWARTZ. Sure. In general, I want to say that, in Medicaid,
most of the data are focused on managed care arrangements. And
four of the territories operate primarily on fee-for-service, with
Puerto Rico being the only one in managed care.

And Puerto Rico is moving to increase its various initiatives
around quality, including reporting measures to the CMS score-
card, having plan level report cards, using an external quality re-
view organization to calculate quality measures. And so that is all
the infrastructure, the baseline activities that it would need to be
able to assess quality.

Most of those measures are based on process measures, receipt
of certain services that would be recommended from a clinical per-
spective, and that would be similar to the States, for which there
are relatively few outcome measures, I would say, with the excep-
tion of low birth weight.

Mrs. RODGERS. Yes, it is something that I would like to see us
consider as we are looking at Medicaid, both for the territories and
beyond, because I think one of the valuable aspects of the Medicaid
program is that we can see better outcomes, we can provide some
flexibility to look at getting better outcomes for individuals, poten-
tially even lowering costs, but making sure that that is also built—
those kind of measures are built into the program that are encour-
aging the focus on improved health outcomes. I would like to see
that included. Is that something that you think would be beneficial
for Congress?

Dr. SCHWARTZ. I think the caution that I would provide would be
just ensuring that you have the—that the territories have the nec-
essary infrastructure and the scaled infrastructure to do those
sorts of activities. And I think Puerto Rico has been working on
that. And the activities for the other territories would also have to
be sort of scaled to what their capabilities are.

Mrs. RODGERS. OK. Another question. The Medicaid benefits
vary across the territories. American Samoa and CNMI are not re-
quired to offer all mandatory Medicaid benefits under their Section
1902(j) waivers. Guam, Puerto Rico, and the Virgin Islands are re-
quired to offer all mandatory benefits and are not eligible for the
1902(j) waiver. And currently Guam is the only territory that offers
all mandatory benefits.

I would be interested in knowing, do you think that the Federal
Government would have better insight into the programs, and why
certain benefits are or are not offered in each of the territories, if
those territories could get the J waiver, similar to the American
Samoa and the Northern Mariana Islands?

Dr. SCHWARTZ. I am not sure if the availability of those services
is tied to the authority, the J waiver, versus operating under an-
other authority as to the availability of the providers to provide the
specific services in those territories.

So I am not sure what else I could say.

Mrs. RODGERS. OK.

Mr. SABLAN. May I suggest something? This is Sablan——

Mrs. RODGERS. Yes.

Mr. SABLAN [continuing]. Ranking Member.

Mrs. RODGERS. Yes.
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Mr. SABLAN. Yes, I think, for the Northern Marianas, it is pos-
sibly the limited number of specialized care that is available in our
community. That is why we sent some patients here, whether both
in Medicaid or in private insurance, sent them off to Guam, to
Honolulu, to Hawaii. And so that is possibly one reason.

The other reason, which Ranking Member Guthrie brought up,
is that nobody asked for more money. It is because we get a block
grant, and our Medicaid agencies are told to operate within that
block grant, you are not going to—you shouldn’t expect additional
money for this particular fiscal year.

I hope that may provide help, some idea of why we have that
waiver.

Mrs. RODGERS. OK, that is helpful, I appreciate you adding those
comments. .

Miss GONZALEZ-COLON. Ranking——

Mrs. RODGERS. Yes?

Miss GONZALEZ-COLON. Can you—it is Jenniffer Gonzalez. Can
you yield just 10 seconds?

Ms. EsHoo. I think that, well, the time has expired, and I would
just like to add that one of the rules of the committee, the overall
committee, is that once witnesses have spoken, they can’t go back
to have them speak again. So—with Members.

Mrs. RODGERS. OK.

Ms. EsHO0. OK?

So, Mr. Sablan, you got yourself in under the wire there, my
friend.

Mr. SABLAN. My apologies.

Mrs. RODGERS. OK.

Ms. EsHOO. OK?

Mrs. RODGERS. I will talk to them individually. I do have some
further questions

Ms. EsHO0. We will

Mrs. RODGERS. Thank you very much.

Ms. EsHOO. Sure.

Mrs. RODGERS. I will yield back.

Ms. EsHOO. The gentlewoman yields back, and of course, all
Members have the opportunity to submit questions to all of our
witnesses. And that is always an important part of what we do.
Anﬁ I know I always take advantage of it, and others should, as
well.

It is a pleasure to recognize the gentlewoman from California,
Ms. Matsui, for her 5 minutes of questioning.

Ms. MATsul. Thank you very much, Madam Chair, for calling
this very, very important hearing.

I am really deeply concerned about the devastating impact the
upcoming Medicaid fiscal cliff may have on patients and providers
in the territories. And while it has been positive to hear about the
improvements the territories have been able to make over the past
2 years with increased funding to the Medicaid programs, it also
highlights all there is to lose if Congress fails to act for the long
term.

If we are going to really address the historical inequities that
limit access and health outcomes, we cannot be revisiting this fund-
ing question year after year. It is time to permanently raise the bar
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to ensure adequate funding that will improve our territorial Med-
icaid programs.

Dr. Schwartz, I want to talk to you a little bit about provider
flight. Thank you, by the way, for being here today. It is my under-
standing that a State Medicaid program needs to ensure that hos-
pitals and providers are reimbursed at rates sufficient to maintain
participation in the program. Without adequate pay, providers may
stop accepting Medicaid beneficiaries or may seek to provide care
elsewhere, which leads to decreased access to healthcare.

In Puerto Rico there was an exodus of providers even prior to the
recent catalyst. This island was facing a fiscal crisis, and doctors
were making half of what their mainland counterparts were mak-
ing. Thousands of healthcare providers left. Then Hurricane Maria
and COVID-19 hit.

I want to discuss the consequences of lower reimbursement rates
in the territories and what that means to access to care.

Dr. Schwartz, I understand that 50 percent of Puerto Ricans are
on Medicaid. That is a significant number. With that many families
relying on Medicaid, what would be the effect of continued provider
flight on the people, including the children of Puerto Rico, and
their ability to access care when they need it?

[No response.]

Ms. MATsUIL. Dr. Schwartz?

Dr. SCHWARTZ. Yes. Clearly, fewer providers would mean fewer
opportunities to receive care, delayed care, gaps in care.

Ms. Matsul. OK. In 2018 it was reported that about 15 percent
of Puerto Rico’s provider population left the island after Hurricane
Maria. With the increases in Medicaid funding in the last 2 years,
has Puerto Rico been able to implement any policies that would
help end the flight of providers from the island?

Dr. SCHWARTZ. Sure. Puerto Rico actually has implemented pay-
ment increases for certain providers, including acute care hospitals,
physician services. Unfortunately, I don’t have any information to
quantify how those payment increases have affected provider par-
ticipation in the program or access to care.

Ms. MaTsul. OK, I think that would be helpful to find out.

If Puerto Rico were to go off the fiscal cliff, do you think it would
be able to continue paying the increased rates to doctors and hos-
pitals that it has been over the past few years?

Dr. ScHwaRTZ. Well, as I said previously, provider payment is
one place where any Medicaid program would seek savings. And for
Puerto Rico it would be a decision that they would have to make.
Among the options, provider payment is often the first step that
Medicaid programs face [audio malfunction].

Ms. MATSUIL So if Puerto Rico is forced to reverse the temporary
pay increases and cut doctor pay, can you speculate about what ef-
fect, if any, that might have on provider flight and access to care?

Dr. SCHWARTZ. Yes, well, we certainly have heard from officials
in Puerto Rico that any reductions in provider payment would re-
sult in more providers leaving Puerto Rico, or leaving the Medicaid
program, and worsen any existing access issues.

Ms. MATSUIL So it is clear to me that, if we really fail to act,
these temporary policies that help keep doctors on the island will
end, and we will have provider flight.
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So I do look forward to working with my colleagues on both sides
of the aisle to try to find a permanent fix to the antiquated way
that we fund Medicaid in the territories.

And with that, I yield back. Thank you very much.

Ms. EsHO0O. The gentlewoman yields back. It is a pleasure to rec-
ognize the gentleman from Virginia, Mr. Griffith, for your 5 min-
utes of questions, sir.

Mr. GRIFFITH. Thank you very much——

Ms. EsHO00. Nice to see you.

Mr. GRIFFITH [continuing]. Madam Chair. Thank you. And I re-
spect the committee rules, but I do look forward to having a con-
versation with my colleague, Jenniffer Gonzalez-Colon, about what
she wanted to get in there, that—when she was talking with Mrs.
McMorris Rodgers.

That being said, Ms. Yocom, I was concerned to read that the
GAO report found Puerto Rico did not take important steps to en-
able or seek competition. I am, however, pleased to see that GAO
found managed care organizations to be a shining example of what
is being done right by Puerto Rico’s health insurance administra-
tors. I am hopeful that we can build off of what works and what
has worked there. Could you tell us more about your findings in
relationship to these managed care organizations in Puerto Rico?

Ms. YocoM. Sure. I want to caveat that what we looked at is the
procedures used to establish and award the contracts, and we did
find that the largest organization, ASES, was in charge of estab-
lishing these contracts with different managed care organizations.
And they did, indeed, follow policies that are important to a com-
petitive procurement, and basically letting people know what fac-
tors that are going to be rated on, and how important those factors
are, relative to each other, as an example of the type of information
that they were requesting.

Mr. GRIFFITH. And, you know, what changes do you think could
be made to better foster competition in these contracts, or in other
things that you looked at?

Ms. YocoM. Yes, I think there are a couple of things: making
sure that those processes are more standardized across the dif-
ferent types of contracts and then, if there truly is no way to make
a competitive process, making it clear why you aren’t doing some-
thing competitive. If it is an emergency, or if it is only one source
on the island that can do the work, having those kinds of processes
more standardized across the contracting would be important.

Mr. GRIFFITH. 1 appreciate that. Is there anything that you had
that you wanted to tell Congress that you hadn’t had an oppor-
tunity to tell us?

I know you want to answer questions, but I just want to give you
the opportunity, if there is something else that you want to get in,
to make sure we—that you want to underline from your report, et
cetera.

Ms. YocoM. Well, I think, beyond the contracting process, our
work in the past has really shown the impact of the uncertainty
of the fiscal situation and the additional funds. When they—when
you are waiting to see what will happen, it is harder to make
strong decisions that look beyond the moment. So I think that is
critically important to understand.



65

Mr. GRIFFITH. I appreciate that very much. I have about 2 min-
utes left. If anyone would like time, I am happy to yield. Other-
wise, I can yield back. Is there anybody who wishes to take my
time that is left?

[Pause.]

Mr. GRIFFITH. Hearing none, I yield back, Madam Chair.

Ms. EsHOO. Seeing—hearing none, the gentleman yields back.

Now it is a pleasure to recognize the gentlewoman from Florida,
Ms. Castor, for her 5 minutes of questions.

Ms. CAsTOR. Well, thank you, Chairwoman Eshoo, for having
this important hearing, and thank you to my colleagues for appear-
ing before us today and fighting to stand up for your neighbors
back home.

Dr. Schwartz, under the current capped allotment approach, each
territory only receives a set amount of Federal funding for Med-
icaid. I just want to be crystal clear. If a territory has Medicaid ex-
penses, and it has already hit its cap, it cannot receive any more
Fe%egal matching dollars, unless Congress intervenes. Isn’t that
right?

Dr. SCHWARTZ. Yes.

Ms. CASTOR. And I understand a few years ago the Northern
Mariana Islands did, in fact, hit their Federal cap. What changes
did that force to health services under Medicaid, as a result?

[Pause.]

Dr. SCHWARTZ. Sorry, yes, it is my understanding that CNMI
suspended providing services for a period of time, during which
they experienced the funding gap. And, you know, basically, also
suggested that certain—only—excuse me—beneficiaries could only
be seen by one provider on the island, limiting people’s ability to
go to their usual source of care.

Ms. CASTOR. I can’t imagine that you have a health need and you
are limited in this country.

So when a territory uses up its Federal Medicaid allotment, you
said in your testimony then they have to turn to their Federal
sources to make up the difference. So that, obviously, means that
they—it has fewer resources for investments like schools, or mod-
ernizing the electric grid, or other services. Is that correct?

Dr. SCHWARTZ. Yes.

Ms. CASTOR. And on top of all this, you know, we have seen some
amazing medical breakthroughs, particularly in the field of gene
therapy and biologics, and more on the way. And these can be life-
saving products, but they are often incredibly expensive, especially
when they first come onto the market. When a new, expensive, life-
saving medication comes on the market, does the size of the cap in-
crease, if you have a cap?

Dr. SCHWARTZ. No.

Ms. CASTOR. So thank you for answering those questions. You
are helping to make it very plain that this Medicaid cliff really
puts the citizens that live in the territories at a disadvantage com-
pared to their fellow citizens. I think this underlying system is
deeply inequitable, and it has been for a long time.

Even if we raise the caps, the territories will always be one eco-
nomic downturn or one natural disaster or one medical break-
through away from being able to fully care for its residents. So I
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think it is time that we finally end the unfair treatment for the ter-
ritories and end Medicaid block grants, ensure that Medicaid is
there as the safety net that it is intended to be for all American
citizens.

Thanks, I yield back.

Ms. EsH00O. The gentlewoman yields back. It is a pleasure to rec-
ognize another wonderful Floridian, Mr. Bilirakis.

You have 5 minutes for your questions.

Mr. BILIRAKIS. Thank you, Madam Chair. I appreciate it, and I
want to thank all of you for participating in this hearing. We ap-
preciate it so much.

Ms. Yocom, last Congress I joined my fellow Floridian E&C col-
league, Representative Soto, in introducing the Territories Health
Care Improvement Act, which added robust program integrity
measures in response to the malfeasance. From what GAO has ob-
served to date, has Puerto Rico taken sufficient action to prevent
the fraud and theft of government funds, which was at the center
of the law enforcement action taken on July 10, 2019?

And if not, what more should occur?

Again, for Ms. Yocom.

Ms. YocoM. We haven’t looked in great detail at what Puerto
Rico has done since our—that past work you spoke of. We do know,
however, that the contracting risks that we have already talked
about are there.

And then additionally, while the Medicaid fraud control unit is
set up, it is not coordinating well with the other program integrity
efforts on the island.

Mr. BILIRAKIS. OK, you know, you need to please follow up with
this, because I think that is a pretty important question that every-
body would like to have an answer to.

Currently, the—are there any territories that—with post-eligi-
bility determination process, for that process to validate beneficiary
program eligibility?

Ms. YocoM. Yes, we haven’t done work to speak to that. I don’t
know if Dr. Schwartz has.

Mr. BILIRAKIS. Dr. Schwartz, would you like to comment on that?

Dr. ScHWARTZ. Well, I know that Puerto Rico has been reporting
for the payment error rate measurement program and the Medicaid
eligibility quality control program, even though it is—they are tech-
nically not required to do so. But I am not aware of what the re-
sults from that activity are, or how their error rates compare to
other jurisdictions.

Mr. BILIRAKIS. We need these answers, folks.

One question again for Ms. Yocom. Are there any concerns that
ineligible providers may also remain enrolled in the Medicaid pro-
gram throughout the territories, or in any particular territories?

Ms. Yocowm. I would say throughout the territories and through-
out the States, that is an area where we need to be doing stronger
work of screening and enrolling providers, and making sure that
they are not on the OIG list for providers who should be excluded.

Mr. BILIRAKIS. So you said throughout the States, as well.

Ms. YocoM. Yes, our work has shown that there is still a lot of
work to be done there.

Mr. BIiLIRAKIS. That is something we need to be focused on, then.
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Dr. Schwartz, the Northern Mariana Islands, American Samoa,
and Guam are required to demonstrate the following by October of
this year: progress in implementing methods for the collection and
reporting of reliable data to the Transformed Medicaid Statistical
Information System, in addition to progress in establishing a State
Medicaid fraud control unit. Can you provide us with an update re-
garding the progress made to date on both fronts, please?

Dr. SCHWARTZ. So the information I have is that Puerto Rico and
the U.S. Virgin Islands are both reporting to TMSIS, and Guam is
working towards production on that. American Samoa and CNMI
are exempt, although CNMI is beginning to work on that. Both
Puerto Rico and U.S. Virgin Islands have also established fraud
control units. The other three territories have not. American Samoa
and CNMI are exempt under their J waiver.

Mr. BiLIRAKIS. OK, thank you very much.

And folks, these are American citizens, and we want to help
them, obviously. But we need some accountability here, and that
is why I believe we are having this hearing.

So I really appreciate it, Madam Chair. And if anyone wants my
22 seconds, they can have it. Otherwise, I yield back.

Ms. EsHOO. Any takers?

[Pause.]

Ms. EsH00. No hands. OK, we are going to——

Ms. PLASKETT. Madam Chair?

Ms. EsHOO. Yes?

Ms. PLASKETT. This is Congresswoman Plaskett. Thank you so
much, Mr. Bilirakis.

I just wanted to submit for the record—I know that leadership
on the committee has received a letter from Governor Bryan of the
Virgin Islands. I just ask unanimous consent that his letter—I am
sure the letters of these other Governors have written to—from the
territories that have written

Ms. EsHOO. It is already in the record.

Ms. PLASKETT. Thank you very much.

Ms. EsHOO. It is already in the record, and we thank you.

Ms. PLASKETT. I appreciate that.

Ms. EsHO0O. The gentleman yields back. It is a pleasure to recog-
nize the gentleman from California, Mr. Cardenas, for his 5 min-
utes of questions.

Mr. CARDENAS. Thank you very much, Chairwoman Eshoo, and
I appreciate Ranking Member Guthrie for having this incredibly
important hearing.

It is a unique and horrible feeling to be in this great country but
feel like a second-class citizen. And I believe today’s hearing is ex-
posing how, when it comes to something as precious and as impor-
tant as human beings’ health, it is being treated in the territories
as though people are less than human or second-class citizens. And
I challenge anybody to try to argue otherwise.

We have heard a lot about the cap, and how harmful it is and
it has been to the territories over the years. I want to focus on the
other aspect of Medicaid in the territories that is a major detriment
to the program, and that is the inequity of how the Federal Med-
icaid assistance percentage, otherwise known as FMAP, is cal-
culated.
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Dr. Schwartz, just the level set—can you briefly explain what the
FMAP is, and how it is set for typical State Medicaid programs?

[Pause.]

Mr. CARDENAS. Dr. Schwartz?

Dr. SCHWARTZ. Sure.

Mr. CARDENAS. OK.

Dr. SCHWARTZ. So the FMAP is based on the State’s per capita
income, relative to the national average, with higher FMAPs for
States with lower per capita incomes, and vice versa.

There is a minimum of 50 percent, and there is a maximum of
83 percent, and those FMAPs are adjusted modestly each year,
based on changes in per capita income relative to the national av-
erage. And then, for the territories, it is set at 55 percent, unless
a specific increase has been given, as under the Families First bill
or under the consolidated appropriations bill.

Mr. CARDENAS. So therefore, when it comes to States and the
FMAP, that means that you get more assistance from the Federal
Government if you have a lower economic income.

Dr. ScHWARTZ. That is right.

Mr. CARDENAS. OK, thank you.

The FMAP is different for the territories, though. As you stated
in your testimony, the territorial FMAP is set by law at 55 percent,
which is much lower than what it would be if they were calculated
like a State.

Dr. ScHWARTZ. That is right.

Mr. CARDENAS. OK. Dr. Schwartz, in your testimony you stated
that some of the territories have struggled in the past to generate
the local funds necessary to draw down Federal funds. Which terri-
tories are you aware of that have struggled with this?

Dr. SCHWARTZ. So, to my knowledge, all the territories have
struggled with this, but I believe it has been a particular problem
in several of the Pacific territories.

Mr. CARDENAS. OK. So the territories, it seems that all of them
end up in a position where they have a greater need. And even
though there is inadequate funding, even that inadequate funding
isn’t even drawn down, not because they don’t have the need but
because they don’t have the ability to match and draw down those
funds.

Dr. SCHWARTZ. Yes.

Mr. CARDENAS. OK, that seems completely backwards to me. And
with all due respect, I think Congress has every right and responsi-
bility to recognize this glaring problem and correct it as soon as
possible.

Dr. Schwartz, you also said in your testimony that you expect all
of the territories to struggle with generating the local Medicaid
funds if the FMAP were to revert back to 55 percent. So, even if
we do increase the Federal funding, the territories won’t be able to
take full advantage of it unless we also increase the FMAP, cor-
rect?

Dr. SCHWARTZ. Yes.

Mr. CARDENAS. OK. So basically, what we have been able to
prove recently with our actions of increasing the FMAP for the ter-
ritories is that that is a much better right-sized give-and-take with
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the territories and the Federal Government funding than the 55
percent. Has that been demonstrated?

Dr. ScHWARTZ. Well, I think if you look at what per capita in-
comes are in the territories, if you calculated them based on the
State formula, you would come up with a much higher FMAP.

Mr. CARDENAS. Yes. Colleagues, I hope and pray that this hear-
ing does bring us to a point where we actually properly fund.

And one of the things I would like to point out, again, being the
territories are being treated like second-class citizens, in my opin-
ion, in this country, if you are of a certain background or what
have you, you are not considered suspect, even though you may ac-
tually do things that are beyond suspect and even criminal. But
when it comes to the territories, I think that we are holding the
territories to a standard that is unreal and is unfair, just because
they are territories.

There are States and actors within States of the Union that have
actually done wrong, and they have been able to even run for office
later, get elected to things like, you know, U.S. Senator, what have
you. But yet the territories are being held suspect when we truly
don’t have proof that we should be holding them suspect. Instead,
we should be funding them appropriately and also holding them ac-
countable, just like we would any State.

I am sorry, Madam Chair, I am out of time, and thank you very
much. I yield back.

[Pause.]

Mr. CARDENAS. Madam Chair?

Ms. EsHoo. I thank you for the clarity of your comments. I think
that it is a—you painted a tough picture, because that is what it
is. But I don’t know any one of us—if we were in the position of
any one of the territories in our State, we would be shouting out
from the top of the Capitol on this. And I think it has just gone
on for far too long.

No one really understands why the Congress did what it did a
half a century ago. I think this darn thing has gone on long
enough. If we haven’t learned how essential to life is—and our live-
lihoods—healthcare—we struggle with it in the 50 States. Why
wouldn’t it be the same way with people in the territories, who are
our fellow citizens, and just squeezing, squeezing, squeezing—it
just is beyond me.

Anyway, I want to call on and recognize the gentleman from Mis-
souri, Mr. Long, our friend.

Mr. Long, you have 5 minutes.

Mr. LONG. Thank you, Madam Chair, and thank you all for being
here today.

Dr. Schwartz, I wanted to ask you about the history of the J
waivers. Two territories in—the Northern Mariana Islands and
American Samoa operate their Medicaid and CHIP programs under
Section 1902, the J waivers. Why were these two territories grant-
ed one, and what have they allowed these territories to do?

Dr. ScHWARTZ. I do not have information at my fingertips about
the history of why the J waivers were granted, but we can certainly
get that information to you.

I know the J waiver provides an opportunity to waive many
areas of the statute, and so [-—we can provide that specific infor-
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mation to you for the record. And I apologize I don’t have it at my
fingertips.

Mr. LoNG. OK, yes, I really would appreciate it, because I would
like to get an answer to that. And I appreciate you following up
with my staff on that and getting the information to us.

You may not be able to answer this next question, either, but do
they want these waivers to continue? Are you apprised of that? Do
you know if they want them to continue?

Dr. ScCHWARTZ. I have not heard either way. But again, I can
check on that for you.

Mr. LoNG. OK—go ahead, I am sorry.

Dr. SCHWARTZ. I just wanted to also, while I had a moment, to
correct something I said earlier about the TMSIS data. I mentioned
that Puerto Rico and the Virgin Islands were both providing
TMSIS data, and several others were exempt. But I want to make
clear that, actually, the other three territories must demonstrate
progress on TMSIS by October of this year. And so I just want to
make sure that that is correctly reflected.

Mr. LoNG. OK, thank you.

And Ms. Yocom, obviously, the focus of your report was on Puerto
Rico, but I wanted to make sure we didn’t neglect the other terri-
tories and the good work they have done on their program integrity
measures. Are there any things we should consider implementing
or reviewing for the other territories?

Ms. YocoM. I am afraid the work that we have done on all the
territories together is likely too old to be helpful here.

In general, what you want your Medicaid program to have is
good data, so you know where the money is going; good screening,
so you know the providers are eligible and in good standing; and
strong eligibility systems, so you are covering the people who need
the program the most.

Mr. LonG. OK, OK, thanks, I appreciate that.

And Madam Chairman, I yield back.

b N{{s. EsHoo. Thank you, Mr. Long, and the gentleman yields
ack.

It is a pleasure to recognize the gentlewoman from Illinois, Ms.
Kelly, for your 5 minutes of questions.

[Pause.]

Ms. EsHOO. Are you on board?

I saw her earlier. All right, then we will go to the gentlewoman
from California, Ms. Barragan, for 5 minutes of questions.

Ms. BARRAGAN. Thank you, Madam Chairwoman. I just wanted
to state that I think it is incredibly unfair the territories receive
Medicaid funding in the form of a block grant. States receive open-
ended Federal funds, for the funds territories receive are fixed. The
block grant funding does not come anywhere close to covering the
cost of healthcare for the territories’ Medicaid enrollees.

And with that I want to yield to a champion on these issues, my
former CHC colleague, Darren Soto.

Mr. Soro. Thank you so much, Representative Barragan, and
thank you, Chair Eshoo, for hosting this really critical issue. Rep-
resenting more island-born Puerto Ricans than any other district,
of course, than the island of Puerto Rico and Jenniffer Gonzalez-
Colon herself, this is a key issue.
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You know, last term we had a great bill that came out of this
committee, where majority and minority staff worked together with
the leadership of Chair Eshoo and others. And I co-introduced, with
Representative Gus Bilirakis, our Territories Medicaid Parity Bill,
and it represented a really great balance. It set a 5-year set of
benchmarks. It raised the funding for each of the territories. It lit-
erally would have set us on a great path forward. And we know
that, sadly, the Senate went back on that deal, despite bipartisan,
unanimous support out of our committee, at the urging of then-
President Trump, even though I think there was great support
among Republicans and Democrats in the Senate, as well.

So, you know, I strongly encourage both our chairs and our rank-
ing members and our majority and minority staff to work together
to see if we can get something together that we could both get be-
hind that makes sure we, once and for all, set ourselves at least
on a 5-year path to get to 100 percent Medicaid parity.

We heard from champions like Representative Sablan and
Radewagen, Plaskett, Gonzalez-Colon, and San Nicolas about how
it set our territories behind. When you think of the billions of dol-
lars that they had to dig deep in from their own local territorial
budgets, we saw patients left behind in Hurricane Maria or in the
many cyclones we saw out in the Pacific territories. We saw that
patients can’t get transportation. We saw hospitals that ended up
not having enough funding to be maintained, so when they were
hit with Hurricane Irma and Hurricane Maria, they looked like
they were going to be inoperable for many years.

Ms. Schwartz and Ms. Yocom, my question to you all is, based
upon that bill from last term, is there a path we could get at, a
5-year path, to get all the services up to what we need to, equal
to States, where we can have that funding be equal?

Is that something you think is achievable in these next 5 years,
if we work this out?

Dr. ScHWARTZ. I think the general idea of having a longer-term
funding arrangement and a phased implementation of benefits, re-
payment rates, or eligibility levels makes a lot of sense. I couldn’t
Cﬁmment on whether 5 years would be sufficient to do the whole
thing.

I also imagine that, across the different territories, you might
want to stage the implementation of those different steps dif-
ferently, depending upon their own needs. And that is the kind of
thing that territories and perhaps CMS could comment on and
come up with a plan. So I think the general idea of it seems sound.

Mr. Soto. Thanks.

And Ms. Yocom?

Ms. YocoM. We would be glad to work with you to help. We
think it is definitely a good plan, and we can give it a try. We are
glad to help with data and doing the—some of the analysis.

Mr. Soro. Thank you. Just as we close, you know, the pandemic
has exposed how key coverage and services for Medicaid and insur-
ance coverage, generally, is to make sure that Americans in our
territories are treated with the same dignity, respect, and access to
healthcare as those of us living on the mainland in States.

So I thank you all for this opportunity, and I yield back.

Ms. BARRAGAN. Madam Chairwoman, I yield back. Thank you.
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Ms. EsHOO. The gentlewoman yields back.

It is a pleasure to recognize Dr. Bucshon for your 5 minutes of
questions. Good to see you.

Mr. BUCSHON. Good to see you. Thank you, Madam Chairwoman.

Ms. Yocom, aside from contracts not being negotiated in a com-
petitive way in Puerto Rico, one of the more alarming aspects of
your report is that CMS is not conducting oversight of Medicaid
contracts at any level. I want to ask, what has CMS said about
changing this behavior for both the territories and the States mov-
ing forward?

And are there requirements Congress should put in place, or
policies we should consider for both the territories and States?

Mﬁ YocoM. Yes, CMS has said a couple of things to us on this
work.

The first was that they did feel like States and territories were
in the best position to understand their own laws and regulations
when it comes to contracting. They do, however, have authority to
step in when there are issues or concerns that would lead them to
want to know more information about contracting processes. I
think that is an important thing to look at.

When we asked CMS what circumstances might lead them to do
that, they did not have a response for us. So, within current law
and regulation, that seems like a really important place to start,
is under what circumstances do you want the Federal Government
in and assisting?

The last thing CMS said is that it would provide technical assist-
ance, and they can, if need be, withhold Federal monies if they
deem that necessary.

Mr. BucsHON. Thank you very much for that response. I appre-
ciate it. It sounds like we have got a little bit of work to do in that
space.

Ms. Yocowm. I think so.

Mr. BUCSHON. Ms. Schwartz, the two bills before the sub-
committee today would remove the caps from all the territories. If
either of these were signed into law, would the territories be in
compliance with the Medicaid program?

Dr. ScHwARTZ. Well, I have not read these bills in detail.

Removing the caps, in and of itself, does not mean that all terri-
tories will be providing the full suite of services, or conducting a
full set of oversight or data-reporting measures that are required
of the States. And, you know, you would need to be explicit on all
of those items.

Also, I just further want to comment that, as—removing the caps
without addressing the FMAP is problematic for the reasons
shared earlier.

Mr. BUCSHON. Yes, and I was going to follow up with that, and
it seems maybe a more important discussion is to provide long-term
certainty and fix some of the other underlying problems. What does
the long-term certainly look like, and what can Congress do to help
provide that certainty for the territories?

Dr. SCHWARTZ. So a couple of issues have been raised about—or
concerns about the adequacy of the program from the territories,
one being provider payment and then the second being the breadth
of the benefits.
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And for a program administrator, committing to an increase in
provider payment without certainty about the availability of the
funds to back up those provider payment increases, I think, would
be difficult.

And similarly, for extending a benefit, I think all Medicaid pro-
grams are in this situation, that they do not like to provide benefits
and then have to be able to say the next year, “No, sorry, there is
not enough money, and we are not going to provide that.” It is very
disruptive to providers. It is, obviously, very disruptive to bene-
ficiaries, who have expectations.

So those are some examples of how the uncertainty affects the
program on a very day-to-day basis.

Mr. BucsHON. OK, well, thank you.

I also want to know—it seems, you know, like we are going to
work off the extension we passed 2 years ago. But we need to un-
derstand, for a long-term fix, we really need to find a way to pay
for the services, and that need must be part of our work moving
forward.

I would—as a healthcare provider, I want everyone who is a U.S.
citizen—territories, the—and all the other States—to have the
same access to quality medical care as everyone does in my State,
Indiana, and the rest of the country. So this is really a critical
issue for our territories that we really need to find a solid, long-
term solution to ensure that the U.S. citizens in the territories
really have the same quality of program, and program integrity, as
well as the same amount of resources, financially, for quality
healthcare. And I want to make—I want to be part of that solution.

Madam Chairwoman, I yield back.

Ms. EsHOO. Those are very generous comments, Dr. Bucshon.

The Chair is delighted to recognize the gentlewoman from Wash-
ington State, Dr. Schrier, for 5 minutes of questions.

Not there? Then we will call on the gentlewoman from Massa-
chusetts, Ms. Trahan, for your 5 minutes of questions.

Not there? Well, we—I think a lot of Members have left their
seats to go over to the Capitol to vote. Let’s see who is next.

VoICE. It should be—look at the Republicans, Mr. Dunn.

Ms. EsHOO. Mr. Dunn—from where?

Mr. Dunn, are you there?

[Pause.]

Ms. EsH00. Then Dr. Joyce, you are recognized. Thank God you
are there.

Mr. JOYCE. It is great to be here. Thank you, Chair Eshoo, thank
you for holding this, and Ranking Member Guthrie, for allowing us
to convene. I would also like to thank my colleagues on their first
panel for their testimony here today.

First, Ms. Schwartz, too often we make policy with each of the
territories getting lumped together. Can you give us some examples
of how they differ from each other?

Dr. SCHWARTZ. Sure. Here is one quick example. In 2019 the
number of enrollees in Puerto Rico was 1.2 million. In the Com-
monwealth of the Northern Mariana Islands it was a little over
16,000. In Puerto Rico, they have a managed care infrastructure,
and in the other territories it is primarily fee-for-service. So those
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are some good examples of the scale and the scope differences
across the various territories.

Mr. JoycCE. In face—continuing along that line, Ms. Schwartz—
in face of these differences, not only geographic, but the number of
insured lives that can be covered effectively, how should we as
Members of Congress be better addressing this?

And that is for you, Ms. Schwartz.

Dr. SCHWARTZ. Sure. I think the one suggestion that I would
make and plan for enhanced requirements to go with an enhanced
funding is consultation with the territories about their capacity to
provide those requirements and staging those in a way that is con-
sistent, both with what the committee wants to achieve and what
is realistic in the short and the long term.

Mr. JoYCE. Ms. Yocom, I understand that we do have a need for
stability and the goal of increasing the cap and FMAP for the terri-
tories. Specifically, I want to discuss Puerto Rico.

Last Congress this committee agreed on bipartisan proposals to
provide 4 years of relief tied to important program integrity meas-
ures. However, I am concerned with what occurred with the former
Director of SS and the GAO findings related to procurement proc-
esses. What are concrete steps that SS has taken to address the
concern from the GAQO’s report on program integrity?

Ms. Yocom. Well, as I noted earlier, Puerto Rico has produced
a contracting reform plan, and it has two key points where the de-
tails that they flesh out their plan with will be very important to
know about. The first deadline is in April, where their plan says
they will talk more about how they will foster competition and
hzvhat kind of steps they will take to improve contracting proce-

ures.

And then the second one is at the end of this year, which has
more detail on how they are going to go about it.

I think keeping track of that, thinking about standardization
across contracting processes as Puerto Rico considers how to imple-
ment its plan, is going to be two really important things to do.

Mr. Joyce. What steps has the Governor committed to take as
part of this revised fiscal plan?

Ms. YocoM. You know, I don’t know that I can speak to that. I
would be glad to find that out for you.

Mr. JoycE. Thank you. I think that would be important for us
to have that information, as well.

Thank you for the opportunity to have this dialogue, and Chair
Eshoo, I yield the remaining time.

Ms. EsHOO. The gentleman yields back. I thank him for his ques-
tions. I don’t see any other Members at this time that I can recog-
nize from either side of the aisle.

So I want to once again thank this panel of witnesses for your
testimony today and, of course, our colleagues that headed up the
hearing from the territories. We appreciate each one of you and
your sharing your—you know, answering the Members’ questions.
Hearings are very important, and we always learn from them.

I am going to submit the——

VOICE. There’s over 30 documents.

Ms. EsHOO [continuing]. Over 30 documents. They are state-
ments for the record. And I want to ask my colleague, the ranking
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member of the subcommittee, if he would grant a unanimous con-
sent request that those be—those statements be placed in the
record, so we don’t have to read 30 of them——

Mr. GUTHRIE. Yes, ma’am. No objection.

Ms. ESHOO [continuing]. With you.

Mr. GUTHRIE. No objection, yes.

Ms. EsHOO. Thank you. Thank you.

[The information appears at the conclusion of the hearing.]

Ms. EsHOO. Pursuant to committee rules, Members have 10 busi-
ness days to submit additional questions for the record, and I am
sure that the witnesses will respond promptly to any questions that
you receive. It is a very important part of our hearing process.

And at this time, the subcommittee is adjourned. Thank you, ev-
eryone.

[Whereupon, at 3:16 p.m., the subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]

10ne document, an Army Corps of Engineers report, has been retained in committee files and
is available at https:/docs.house.gov/meetings/IF/IF14/20210317/111335/HHRG-117-1F14-
20210317-SD018.pdf.
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Senator Justo S. Quitugua, M.Ed.
Chairman: Health, Education, and Welfare
Chairman: Resources, Economic Development and Programs

Vice President of the Senate

22" Northern Marianas Commonwealth Legislature — The Senate
P.O. Box 500129, Saipan, MP 96950  Telephone No. (670) 664-8874/76

March 16, 2021

The Honorable Frank Pallone The Honorable Cathy McMorris Rodgers
Chairman Ranking Member

Committee on Energy and Commerce Committee on Energy and Commerce
The Honorable Anna Eshoo The Honorable Brett Guthrie
Chairwoman Ranking Member

Subcommittee on Health Subcommittee on Health

Dear Congressional Leaders:
Averting A Crisis: Protecting Access to Health Care in the U.S. Territories

The Commonwealth of the Northern Mariana Islands (CNMI) Legislature became aware
that an important hearing on “Averting A Crisis: Protecting Access to Health Care in the U.S.
Territories” is planned for March 17. We, the undersigned representatives of the House of
Representatives of the CNMI Legislature, would like to offer testimony on the matter.

It is vitally important that our Territory be funded in the same way as States and for the
Medicaid eligible U.S. citizens of the Territory to be treated no different than any other Medicaid
eligible citizens in the States.

The House Health Committee description of the hearing — “The U.S. territories are once
again facing a fiscal cliff that, if crossed, would endanger access to health care services for
millions of Americans” and that “Congress has a responsibility to ensure that the Medicaid
programs in the territories continue to receive the resources and support they need to care for
their residents. This is especially critical right now as they work with limited resources to
respond to the COVID-19 pandemic” — is absolutely correct and the CNMI Legislature
encourages the U.S. Congress to correct the inequities between States and Territories in the
Medicaid program.

In testimony before Congress on the Medicaid Fiscal Cliff by the Medicaid and CHIP
Payment and Access Commission (MACPAC), the major differences between the States and
Territories is in the financial treatment.

The funding levels in Section 1108 of Title XIX, as shown in the latest report of the
Medicaid and CHIP Payment and Access Commission (MACPAC) reported in February 2021
shows the extent to which the section 1108 caps are insufficient to meet the needs of health care
for the Medicaid population in the Territory. Further, it is vitally important that the Congress
apply the Federal Medical Assistance Percentage (FMAP) using the same formula that is applied
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to ‘determination of the: FMAP for States The ehmmatmn of the section 1108 cap a;nd the
application of the same methods of Medicaid financing will hélp to enable the Medicaid program
in the CNMI to provide the same level of care and services to the Medicaid eligible citizens in
the states, ensure that the health system and providers are reimbursed appropriately for the cate
provided, and enable the Commonwealth Medicaid Agency (6 plan and mansge: the program.
The House of Representative of the CNMI smcerely hopes that the U S Congrcss will correct
the unequal treatment

Our Legislature became well-mformed of the Medlcaxd pmgram over the past three years
as'a result of a major typhoon in 2018 that devasted the island and its tourism-based economy,
the  depletion of the additional budgeted amounts under the Patient Protection and Affordable
Care Act (ACA); and the amergence of the COVID—IQ pandemm and attendant economic
consequences

The Legzslature, in 2019 saw the' monumemal 1mpcnance that the U S. Cengress was
holdmg first-time Hearings 1o address the “Medicaid Fiscal Cliff? resulting from the inequity in
the way Medicaid is financed between States and Territories. The Legislature further recognized
that the Territory would fairly expect to admlmster and manage the Medicaid prcgram as the
States do.

T 2019, the CNMI Legxslature

“The Leglslamre further finds ﬁ)at the US. Congress may: require. that the
i Commenwealth Medicaid program to submit data to the "Transformed Medicaid
- Statistical Information System” and establish'a Medicaid Fraud Control Unit as a
condition to-the increased funding for the Medicaid program: To achieve this
objective, the. Medicaid Agency ‘may need to fully implement a "Medicaid
‘Management Information System™ as all other states and the U.S. territories of

o Puerto R_ICO and-the Virgin Islands have already accamphshed

L Accordmgly the purposes of this Ieglsiatmn are to:(a) recogmze, estabhsh and organize
the Medicaid Agency as an agency in the Executive Branch of the CNMI; (b) direct the
agency o plan, design - implement, and operate Medicaid Enterprise Systems- that

- includes; amdng others, the ability to efficiently ‘and effectively process claims for
[ Medicaid services and submit data'to the T-MSIS or replacement system as may be
- required; (v) establish 4 claims and clinical data warehouse, and promote health
- information exchange, and, (d} provide a’community health record system that- would
o enable beneficiaries to see their medical information. :

The Legmlamre unammcusly passed SB 21-28 and the Govemor sxgned the bill fnto law
ag PL 21»28 on May 22,2020

Eurther, in the FY 2020 budget appmprxatxons Jaw (PL 21 35) the Legxslature
spemﬁcaliy established & “MES and Compliance™ budget code into thekMekdicaad budget to
highlight the importance of compliance and the nieed to make reasonable and appropriate :

2
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progress to 1mplement Mechcaid Enterpme Systems-and submit data to the T-MSIS system “The

‘Legislature further provided thie authority for the Medicaid Director to transfer appropriations
‘among the Administration, Medical Payments, and MES and Compliancé budget categones 50
that there is some flexibility given the austere budget resulting from the COVID-19 economic
impacts. . ‘

~Our Legislature. cIearly understands the 1mportance cf the Medicaid and CHIP- programs
to the health care of our citizens and is fully committed to ensuring that our Comimionwealth
Medicaid Agency will ‘administér, manage; and further deve}op the program to prov1de the
highest quality of care and manage the costs of the program.

- Our Legistature requests that the ULS, Congress rectify the long-standmg meqmty inthe
financing of the Medicaid program: between the States and Territaries'so that the CNMI and U.S.
Tetritoties and citizens do ot fall off the Medicaid Fiscal CHff. The summary testlmony by
MACPAC in 2019 summanzes the cemrahty of the issue well: .

S NAl Congress considers the pendmg shortfall, it is 1mpoxtant 10 note that an -
- additional infusion of federal furds would avert a fiscal cliff and ensure the
‘continiued delivery-of critical health care services fo eligible individuals in the
shoﬂ term: However, such action would not address underlxmg chatlenges with
the -financing: structure’ that make it difficult for territorial officials to plan;
‘manage, and sustain long-term. reliable access to care for Medicaid beneficiaries

residing { m these jurisdictions.”! [Underscore added for emphasis.|

L On behalf of the 2 CNMI Senate Standing Committes “on Health, quca’aon, and
Weltare members, I respectiully request that the U.S. Congress provide parity in the program by

eliminating the section 1108 budget caps and enable the Federal Medical Assistanice Percentage
tobe calculated in the same way as other states.

Respeciﬁiily;

! Statement of Anne L. Schwartz; PhD, Execuﬁve Dlrector? Mechcazd and CHIP Payment and Aceess Comntission
Before the Health Subcemmmee Committes on Energy and Commerce, u S House of Represemataves June 20,
2019 o
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Commonwealth of the Northern Mariana Islands

Office of the Governor
Commonwealth Medicaid Agency

March 15, 2021

The Honorable Frank Pallone The Honorable Cathy McMorris Rodgers
Chairman Ranking Member

Committee on Energy and Commerce Committee on Energy and Commerce
The Honorable Anna Eshoo The Honorable Brett Guthrie
Chairwoman Ranking Member

Subcommittee on Health Subcommittee on Health

Subject: U.S. House of Representatives Committee on Energy and Commerce Hearing “Averting a
Crisis: Protecting Access to Health Care in the U.S. Territories”

Written Testimony of Helen C. Sablan, Medicaid Director
Commonwealth of the Northern Mariana Islands

The Commonwealth of the Northern Mariana Island (CNMI) is grateful to the U.S. House of Representatives
Committee on Energy and Commerce and heartened with the Committee hearing notice that recognized:

“The U.S. territories are once again facing a fiscal cliff that. if crossed. would endanger access
to health care services for millions of Americans,” Pallone and Eshoo said, “Congress has a
responsibility to ensure that the Medicaid programs in the territories continue to receive the
resources and support they need to care for their residents. This is especially critical right now
as they work with limited resources to respond to the COVID-19 pandemic. Next week we will
hear from policy experts as we consider legislation to avert the looming fiscal cliff and ensure
that the territories can continue to provide medical care to those in need.”

The Commonwealth Medicaid Agency (CMA) is submitting testimony on behalf of the CNMI and will provide
a quick summary of the Medicaid Fiscal Cliff and what it means for the U.S. citizens in the Territory, describe
some of the program initiatives that CNMI has undertaken to comply with provisions of the Further
Consolidated Appropriations Act, 2020 (PL 116-24), and more broadly discuss program improvements the
CNMI would like to undertake given a fair, firm, and predictable financial base. However, before doing so, I
would like to further express our very deepest appreciation, on behalf of the CNMI, for the Congressional
actions in calendar years 2019 and 2020. There are truly no words to fully communicate our profound gratitude
for the response of the Congress to Medicaid and health care challenges of the smallest U.S. Territory.

My testimony offered today is based on the belief and premise that the U.S. citizens of the CNMI are Americans
and should be treated and provided the same opportunity to receive Medicaid services as any other American in

! House of Representatives Committee on Energy and Commerce. (2021, March 10). E&C Announces Hearing On Medicaid In The U.S.
Territories. [Press release]. https:/energycommerce.house.gov/newsroom/press-releases/ec-announces-hearing-on-medicaid-in-the-us-
territories. Note: underscores and italics for all cited references may be added for emphasis.
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the States. All Americans should be treated the same, whether the U.S. citizen lives in an Insular Territory or a
State.

The Major Difference in the Medicaid Program in the States and Territories

The Medicaid and CHIP Payment and Access Commission (MACPAC) testimony to Congress in 2019 provides
insight on the Medicaid Fiscal Cliff. The MACPAC testimony directly identifies the challenges of the CNMI
and all Medicaid programs in U.S. Territorics that result from the difference in the financing of the Medicaid
program between the States and Territories, The MACPAC states that:

“... [Tihe financing structure for Medicaid in the territories differs from state programs in two
kev respects. First, territorial Medicaid programs are constrained by an annual ceiling on
federal financial participation. referred 1o as the Section 1108 cap or allotment ($1108(e) of the
Social Security Act). Territories receive a sct amount of federal funding each year regardless of
changes in enrollment and use of services. In comparison, states receive federal matching
funds for cach state dollar spent with no cap, and it is important to note that an additional
infusion of federal funds would avert a fiscal cliff and ensure the continued delivery of critical
health care services to eligible individuals in the short term. However, such action would not
address underlving challenges with the financing structure that make it difficult for territorial
officials to plan. manage. and sustain long-term. reliable access to care for Medicaid
beneficiaries residing in these jurisdictions.

Second, the federal medical agsistance percentage (FMAP). often referred to as the matching
rate. is statutorily set at 55 percent rather than being based on the territorv’s per capita income,
as is the case with states. If it were set using the formula used for states, the matching rate for
all five territories would be the maximum: 83 percent.

These twe policies have resulted in chronic underfunding of the program in the rerritories,
requiring Congress to step in at multiple points to provide additional resources.™

The CNMI implores the U.S. Congress to address the chronic underfunding of the program as described in the
MACPAC testimony to Congress in 2019, In doing so, the Territory Medicaid programs will be positioned to
focus attention on how the Medicaid program can make improvements to improve care, population health and
lessen the overall cost of Medicaid care.  Today, again, it is impossible to do so because the CNMI is unable to
predict whether a Medicaid Fiscal CHff will materialize in FY 2022 or beyond. The CNMI Medicaid program is
unable to explore innovations implemented in States and waiver program opportunities because of the Section
1108 ceiling. The Section 1108 ceiling results in the territories unable to plan for programs like States and are
instead like a “Sword of Damocles™ that hangs over the CNMI and all Territories.

The Medicaid Program in the CNMI

The Commonwealth of the Northern Mariana Islands is located in the western Pacific Ocean and became a U.S.
Territory in 1978. In 1979, the Commonwealth Medicaid program was cstablished within the-then Department
of Public Health. In 2011, the Departent of Public Health became the Commonwealth Healthcare
Corporation, a public corporation. The CHCC is unique in that the public corporation is not only responsible for
delivering care through the single hospital on the island of Saipan, and clinics on the two largest islands of
Tinian and Rota; but, the CHCC is also the Public Health agency that is normally a direct function of State and
County governments.

2 "Strengthening Health Care in the U.S. Territories for Today and Into the Future®, 116. 1 (2019) (Anne L. Schwartz).
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To ensure no conflicts of interests in having the provider of services and also be the Medicaid Payer of services
provided, the Medicaid Program was transferred as an agency under the Office of the Governor in 2011.

The CMA administers the Medical Assistance Program under Title XIX and the Children’s Health Insurance
Program under Title XXI and under CNMI Public Law 21-28.

Medicaid Enrollment in the CNMI Before and After the COVID-19 Pandemic

The enrollment in the Medicaid program prior to the coronavirus (COVID-19) pandemic was approximately
16,000 in 2018. The total U.S. citizen population in the CNMI is approximately 37,899 people and has a total
Territory population of 51,994 in 2018.> The Medicaid program, in 2018, shows the Medicaid population, prior
to the COVID-19 was approximately 42% of the U.S. citizens in the Territory and 31% of the total population of
the CNMI. The Medicaid program provides essential health care services to a large percentage of the U.S.
citizens in the CNMI population, similar to other State Medicaid programs in the U.S. Territories. Given the
large population that is enrolled in the program (pre COVID-19), there can be no misunderstanding of the
importance of the Medicaid program to the Medicaid members and the overall healthiness of the health system
in the CNML

Figure 1, below, shows the enrollment in the Medicaid and CHIP program and the increased enrollment under
the COVID-19 pandemic following the declaration of a Public Health Emergency (PHE) and the program rules
established by the CMS for “Presumptive Eligibility” (PE). The CMS authorized the Commonwealth
Healthcare Corporation (CHCC) as a “qualified entity” to screen for PE eligibility and immediately enroll
individuals who meet the Medicaid eligibility income criteria.

Figure 1 CNMI Medicaid Enrollment before and after the Pandemic

35,000 Medicaid, CHIP, and PE Enrollment as of March 14, 2021 32,638
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Figure 1 shows the total number of both Medicaid/CHIP and PE enrollment has led to an increase in the covered
Medicaid population to 32,638. The Medicaid enrollment represents approximately 63% of the total

3 United States Government Accountability Office, 2020. Commonwealth of the Northern Mariana Islands: Recent Economic and
Worlkforce Trends.
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population.* Fortunately, under the Coronavirus Relief Act, additional relief was provided; and, although the
total federal expenditures in the CNMI for Medicaid is very small, the inclusion of the Territory as part of the
Coronavirus Relief Act, with no differentiation between the Territory and States, was so welcome.

Further, the data shows the importance of having the federal funding be adjusted based on the actual eligibility,
enrollment, and services provided by the Medicaid program. All States and Territories wish there will never be
pandemics or other natural or economic disasters that will cause spikes in Medicaid enrollment and/or nceded
services. However, Figure 1 iltustrates the importance of removing a fixed cap and having the federal share be
based on the enrollment and services provided by the Medicaid program.

‘When there are no disasters and/or the economy is good, the Medicaid enroliment and services will naturally be
lower and require less funding. When there may be a natural disaster or an economic downturn that results in an
increase in enrollment and required health care services, the health carc spending should increase based on the
enrollment and services. The automatic adjustients exist for States under Title XIX but not the Territories,
rosulting in the need for additional specific appropriations by Congress.

Medicaid Spending within the CNMI

The single largest amount of total spending by the Medicaid program is paid to the Commonwealth Healthcare
Corporation (CHCC), the public health care system corporation. The CHCC operates the only hospital in the
territory, ancillary clinics and services on the islands of Saipan, Tinian and Rota.

There are only 39 facility providers registered as Medicaid providers in the CNMI. There are also 71 off-island
health care providers registered with the Medicaid program in Guam, Hawai’i, California and clsewhere. The
CNMI Medicaid program refers care to other specialized providers for tertiary and other specialty care that is
not available within the CNMI. The cost of services that are unable to be provided within the CNMI is high due
to the cost of the types of services provides, the cost of transportation and lodging, and other expenses related to
off-island transport and care services. The CHCC health system is making progress to improve the specialty
care services and has demonstrate the importance of on-island care in lessening the overall cost of health care.
However, recent on-island specialty care (e.g., cardiology, advanced radiology) could collapse without
appropriate Medicaid program funding,

Program Administration Requirements for the CNMI Medicaid Program

‘While the funding is not the same as States, the CNMI Medicaid and CHIP programs in the Territory operate
under the same law, regulations, and policies and procedures as States. The health carc eligibility and services
are defined in the Medicaid State Plan Amendments (SPA) and are administered no differently for Territories
than the States.

The CNMI is subject to the same process and substantive requirements of Title XIX and CMS rules and
regulations, The CNMI SPA that authorizes eligibility, services that will be covered, and administrative
procedures is submitted by the CMA and reviewed and approved by the CMS. The SPA describes the covered
mandatory and optional services in the Territory and other program administration and management rules and
operations. There is some discretion within Title XIX and other health care laws, for example, for the Territory
1o establish the level of the Modified Adjusted Gross Income (MAGI) level for the cut-off of eligibility.
However, the same authority to select a threshold is provided to all other States and Territories.

4 The increase is a fanction of “presumptive eligibility” (PE) rules that will remain in effect until end of the Pandemic Health Emergency.
The data is based on the determinations by the CHCC and data provided. There may be some differences in the final counts between the
PE and regular Medicaid enrollment resulting from the PE rules that continue Medicaid coverage as well as some cases of dual
enrollment. Under PHE, the coverage is for all that are legally present in the United States. To be eligible under PE, the applicant must
still meet the income criteria.
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The CMA, together with American Samoa, does operate under a Title XIX Section 1902(j) waiver which
providers for the Secretary of the Department of Health and Human Services (DHHS) to waive certain program
requirements. However, the waiver does not apply to the Section 1108 budget caps or the Federal Medical
Assistance Percentage (FMAP). Further, the CNMI, has not requested/received a 1902(j) waiver for program
operations to date.

The Section 1902(j) waiver has never been invoked by the CNMI Medicaid but must remain because there may
be some circumstances where the smallest U.S. Territory may need some relief from some requirements. For
example, there is a CMS requirement that all States and Territories implement an Electronic Visit Verification
(EVV) System to validate claims for Personal Care Services (PCS) by January 2020. The CNMI Medicaid State
Medicaid Plan explicitly states that PCS is not covered. However, in recent discussions with CMS, a
clarification was provided that the Early Periodic Screening and Diagnostic Treatment (EPSDT) may include
PCS services. Since the EPSDT is mandatory, a question has been raised as to whether PCS services should be
covered; and, if so, then the CMA may require an “EVV” system. The CMA is in the process of identifying the
population that may require this service; but, it is anticipated to be very small. The CMA will discuss the matter
with CMS and depending on the circumstances, may request a Section 1902(j) waiver.

The Section 1902(j) recognizes that some requirements may not be fully applicable or reasonable for the two
smallest U.S. Territories. The process would require the CNMI to request a specific waiver and for the
Secretary of DHHS to approve the request. The main point is that the CMA is administered and managed under
Title XIX CMS rules and regulations no differently than States. The major difference between the States and
Territories. as described in the MACPAC testimony to Congress. is in the funding of the Medicaid program.

CNMI and Territory Medical Assistance Program Expenditures

In February 2021, MACPAC issued a report on Medicaid and CHIP in the Territories which illustrates the
inadequacy of Section 1108. Table 1 below, obtained from the MACPAC report and clearly shows how much
funds would have been available to the CNMI under the Section 1108 budget ceiling.’

Table 1 MACPAC Territory Section 1108 Allotments FYs 2019-2022 (Millions)

" 2020 2021 )
Territories | 2019 Without P.L. 116- Gt Without P.L. 116- G 2022,
94) FFCRA Jurrent law '*)4. FFCRA1 urrent law

American Samoa $12.2 $12.4 $86.3 $12.7 $85.6 $13.0
CNMI | $6.7 | $6.9 | $63.1 | $7.1 I $62.3 I $72 I

Guam $18.0 $18.4 $130.9 $18.8 $129.7 $19.2

Puerto Rico $366.7 $375.1 $2,716.2 $383.7 $2.,809.1 $392.5

USVI $18.3 $18.8 $128.7 $19.2 $127.9 $19.6

[Colored boarders added]

As shown in the last column in Table 1, page above, for the CNMI, the Section 1108 ceiling will be only $7.2
million for FY 2022. This clearly illustrates how the caps are insufficient to meet the needs of the CNMI today.

The key data for the CNMI in the MACPAC table shows amounts that the Section 1108 caps in FY 2019 would
have provided to the Territory. The Additional Supplemental Appropriations for Disaster Relief Act, 2019 (PL
116-20) are not reflected in Table 1, previous page, however, is depicted in Table 2 below. Table 2 was

obtained from the MACPAC 2021 Medicaid and CHIP in the Commonwealth of the Northern Mariana Islands.®

3 Medicaid and CHIP Payment and Access Commission, 2021. Medicaid and CHIP in the Territories. The table is actually Table 2
from the MACPAC report.

6 Medicaid and CHIP Payment and Access Commission, 2021. Medicaid and CHIP in the Commonwealth of the Northern Mariana
Islands. This table is actually Table 1 in the MACPAC report.
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For FY 2020 and FY 2021, the amount for the CNMI under Section 1108 would have only been $6.9 Million
and $7.1 million, respectively. The table further show the amounts from the Further Consolidated
Appropriations Act, 2020 and the Families First Corona Virus Response Act.

Table 2 MACPAC Medicaid Fundini and Sﬁendini in CNMI FYs 2011-2020 bi' Source of Funds

0 08 ede ending 1 spe a ending
0

FY 2020 $63.1 $39.1 $3.6 $42.7

FY 2019 $6.7 $49.8 $10.4 $60.2
FY 2018 $6.6 $25.0 $20.0 $45.0
FY 2017 $6.3 $17.0 $13.4 $30.4
FY 2016 6.1 20.6 $16.0 $36.6
FY 2015 6.0 16.2 $12.2 $28.4
FY 2014 5.9 19.7 $15.7 $35.4
FY 2013 $5.6 $16.4 $13.4 $29.8
FY 2012 $5.5 $13.8 $11.3 $25.1
FY 2011 $6.5 $14.3 $12.6 $26.9

Note: CNMI is the Commonwealth of the Northern Mariana Islands. FY is fiscal year. Section 1108 allotments reflect the annual federal
allotments (also referred to as caps) that territories receive under Section 1108(g) of the Social Security Act. Federal spending in excess
of the Section 1108 allotment for FYs 2011 — 2019 reflects utilization of the additional allotments provided by the Patient Protection and
Affordable Care Act (P.L. 111-148, as amended) and the Additional Supplemental Appropriations for Disaster Relief Act of 2019 (P.L.
116-20), as well as spending not subject to the caps. Federal CHIP allotments are provided under Section 2104 of the Social Security Act.
If states and territories exhaust their own available CHIP allotments, they may receive additional funding from unused state CHIP
allotments. CNMI received these redistributed funds in FY's 2016-2018 and again in FY 2020.

Without the passage of the 2019 Congressional legislation that addressed the completely inadequate funding
under Section 1108, all Territories would have seen a collapse in the Medicaid program. The clear result would
have been that Americans in the Territories have been dropped from the program or receive substantially less
care with undoubtedly some deaths and would have crippled the health care providers in the Territories. An
alternative could have been that the Territories assume the 100% cost of the Medicaid program. However, that
alternative would have led to a financial disaster for the Territories that already struggling with financial
challenges resulting from natural disasters.

Impacts of Section 1108 in 2019

The Patient Protection and Affordable Care Act (PPACA) also recognized the problems of the Section 1108
budget caps and provided a one-time increase to supplement the Section 1108 budget ceiling. While the
amounts provided under the PPACA were a welcome relief, the funding under the PPACA was set to expire on
September 30, 2019; and, again, in fact, both the Section 1108 and PPACA funds were completely depleted by
March 30, 2019, six fill months before the expiration date of PPACA funding and the Section 1108 ceiling in
September 30, 2019.

The CMA operates in constant terror that the Congressional cap will not be sufficient for the Medicaid program
expenditures for a future year. As such, it is difficult to plan for expanding health access to services that are
authorized under Title XIX when the threat of not having sufficient funding under the Congressional cap to be
able to cover current services and when the Medicaid program would have to either eliminate current services
and/or restrict eligibility.

When the Medicaid funds were exhausted, the Commonwealth Medicaid Agency (CMA) had no choice but to
sadly inform Medicaid enrollees and health care providers that health care services could only be obtained
from the Commonwealth Healthcare Corporation (CHCC), the public safety-net health system. At the same
time, the Medicaid program informed the CHCC that without Congressional action, the Medicaid program
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would not be able to reimburse the CHCC for the health care provided to the Medicaid beneficiaries. Further,
the CMA engaged in the heart wrenching exercise of trying to plan whether the Medicaid program would cut
services severely or limit participation in the Medicaid program and even wondered if it was legally permissible
under Title XIX and whether or not implementing any such measures would have made the program not
compliant with Title XIX.

During the time when the CMA ran out of funds in March 2019, a CHIP bencficiary, a voung child had been
receiving off-island specialized hospital care. The care was so critical for the CHIP beneficiary that Medicaid
program had already paid $1 million for care. Medicaid allowed the child to receive treatments and the health
condition of the child was improving, but the child still needed additional care. The Medicaid program
struggled with wondering whether the Medicaid program would need to inform the low-income parents that
there was no more funding and to seek charity care from the hospital. Further, the Medicaid program wondered
if the private hospital would remain a Medicaid provider if the CNMI could not pay for its services. These
challenges are the result from the inequities in the financial structure of the Medicaid program between States
and Territories.

Congress in 2019 and 2020

The U.S. Congress, fortunately, recognized the imminent and dire predicament of the U.S. citizens and other
cligible Medicaid populations in the CNMI, and with other U.S. Territories and:

= Provided Medicaid Disaster Assistance following Typhoon Yutu, a Category 5 typhoon, that was needed
because the Section 1108 caps and increases from the Patient Protection and Affordable Care Act were
depleted 6 full-months before the end of the fiscal year;

= Passed the Further Consolidated Appropriations Act, 2020 that addressed, at least temporarily, the
Medicaid Fiscal Cliff by increasing the Section 1108 Medicaid Assistance Program funding level to $60
million for FY 2020 and FY 2021 and enabled the FMAP to be calculated in the same way as the States;
and,

*  Provided, under the Familics First Coronavirus Relief Act (FFCRA), assistance for the all States and
Territories, and included the CNMI, to address the needs of the medically indigent during the period of the
COVID-19 Public Health Emergency (PHE). Specifically, the Congress temporarily increased the FMAP
for all States and Territories by an additional 6.2% and provided an increase of $3.2 million for the
Commonwealth Medicaid Agency.

The much-needed Congressional action enable the CNMI climb up to a ledge on the Medicaid Fiscal Cliff and
have a brief respite from the terror. Unfortunately, the CNMI remains on the Medicaid Fiscal Cliff and the
health of our Medicaid beneficiaries and health care system remains in serious peril. We, again, implore the
Congress to establish parity and enable Americans in the CNMI not to lose the much-needed medical assistance.

Progress on Compliance with the Further Consolidated Appropriatiens Act

The CMA has submitted the first Annual Report for FY 2020 to the Chairs of the House of Representatives and
Senate Health Committees, The CNMI will submit a second report later this year as required by Congress.

The Commonwealth Medicaid Agency filly understands. and is committed to, meeting the requirements of the
U8 Congress. The CNMI takes very seriously its fiduciary responsibility to effectively administer the
program; guard against Medicaid Fraud, Waste, and Abuse; and, to diligently manage the program to identify
and implement opportunities to improve the system of care for Medicaid members and lessen the cost of the
Medical Assistance Program.
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The Consolidated Appropriations Act FY 2020 required the CNMI to:

Make reasonable and appropriate progress to submit data to the T-MSIS;

Designate a Program Lead for Program Integrity;

Establish a Medicaid Fraud Control Unit; and;

Submit an annual report to the Chairs and Ranking Members of the U.S. Congress Committees with
Jurisdiction over health.

The Commonwealth Medicaid Agency is fully committed to complying with all requirements in Title XIX,
CMS program rules and regulations, and takes its responsibility seriously. The following briefly summarizes
the commitment, efforts, and progress of the CNMI to meet the requirements of the Further Consolidated
Appropriations Act, 2020.

Data Submission to the Transformed Medicaid Statistical Information System

The Commonwealth Medicaid Agency is well-aware of and has wanted to implement a Medicaid Management
Information System (MMIS), submit data to T-MSIS, and establish a Medicaid Fraud Control Unit and Claims
Data Warehouse. We have a full understanding and appreciation of how these systems and programs would not
only help the CNMI improve the administration and management of the Medicaid Program, but will greatly
faciiitate the work of a Medicaid Fraud Control Unit and enable the CNMI to use detailed Medicaid claims and
encounter data to improve care, population health, and lessen the long-term costs. We are further aware of how
other States are using Health Information Technology and Health Data to assess the ongoing quality of care,
improve coordination of care, understand the health of the Medicaid populations so that waiver and other
programs can be targeted for improvements, and to Iessen the costs through focused Medicaid waiver programs
including Managed Carc and other programs.

The only reason why the CNMI had not vet initiated the planning and implementation of a full MMIS is based
on the fact that if the increased funding under the Patient Protection and Affordable Care Act ended, the CNMI
Section 1108 budget cap, together with the CHIP funding, would only be around $18.24 million. MMIS
systems that transmit data to the CMS T-MSIS data warchouse cost over $10 million dollars for medium sized
states and more than $100 million for the largest states per vear. The CMA wondered whether the cost of such
MMIS systems would have been highly disproportional to the actual federal funding levels for the Medical
Assistance Program and raise different questions on the “high costs to ‘administer’ the program.

Notwithstanding these concerns and based on the passage of the Further Consolidated Appropriations Act, 2020,
the CMA submitted to and reccived approval from the CMS to conduct the plananing based on exploration of
“reuse” of existing systems that may have already been developed with federal funds, partnerships with other
states, and other models to lessen the costs of the MMIS.

The Legislature unanimously passed SB 21-28 and the Govemor signed the bill into law as PL 21-28 on May
22,2020. PL 21-28 states that:

“Accordingly , the purposes of this legislation are to: {a) recognize, establish, and organize the
Medicaid Agency as an agency in the Exccutive Branch of the CNMI; (b) direct the agency to
plan, design , implement, and operate Medicaid Enterprise Systems that includes, among
others, the ability to efficiently and effectively process claims for Medicaid services and submit
data to the T-MSIS or replacement system as may be required; (¢) establish a claims and
clinical data warchouse, and promote health information exchange; and, (d) provide a
community health record system that would cnable beneficiaries to see their medical
information.”
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Further, in the FY 2020 budget appropriations law (PL 21-33), the Legislature specifically established a “MES
and Compliance” budget code into the Medicaid budget to highlight the importance of compliance and the need
to make reasonable and appropriate progress to implement Medicaid Enterprise Systerns (MES) and submit data
to the T-MSIS system. The Legislature further provided the authority, in September 2019, for the Medicaid
Director to transfer appropriations among the Administration, Medical Payments, and MES and Compliance
budget categories so that there is some flexibility given the austere budget resulting from the COVID-19
economic impacts.

PL 21-35 specifically states that:

“(f) Medicaid Program. The funds appropriated m this Act for the Medicaid Program, including
Medicaid Reimbursement — business unit 1951, Medicaid Administration business unit — 1980,
and the new business unit for Compliance and Medicaid Enterprise Systems (MES) shall be
deemed a single budget reserved for the purposes of Medicaid Administration, Medicaid
Reimbursement, and Compliance and Medicaid Enterprise Systems. The Director of the
Commonwealth Medicaid Agency may reallocate the firnds appropriated in this Act to any of the
expenditure categories, including, but not imited to, Administration, Reimbursement, and
Compliance and Medicaid Enterprise Systems™

The Legislature unanimously passed SB 21-28 and HB 21-124 the Governor signed the bill into law and
illustrates the policy-level involvement and oversight to ensure that the CNMI will make “reasonable and
appropriate™ progress to improving on its current Eligibility and Enrollment (E&E) and implement a MMIS with
full capabilitics to submit data to the T-MSIS system. The provision enables the CMA to prioritize Compliance
and Medicaid Systems even to the point of deferring a payment to providers for a period but within the authority
provided under law and the Medicaid State Plan Amendments.

CNMI Medicaid Claims Data Warehouse

The CMA understands that program management and improvements rely on healthcare data to understand
health care costs, the quality of care by providers, population health disparities, and service gaps for the
members. The CMA submitted and the CMS approved, in FY 2020, an Implementation Advanced Planning
Document (IAPD) to initiate the collection of the claims data file electronically in a secure data enclave and to
conduct data management and initiate the data analysis to assess the comparative costs of care, quality of care,
gaps in services, and other purposes. These activities demonstrate the CNMI commitment to effectively
administer the Medicaid program, even with the limited resources and the major challenges the CMA confronts
on a daily basis to improve the care of our U.S. citizen members.

The CNMI policymakers, in 2019 and 2020, as described below, recognized the importance of these efforts, the
requirements of the Further Consolidated Appropriations Act, 2020 and passed legislation that provides
guidance and the required matching funds for Medicaid Enterprise Systems/MMIS/T-MSIS, Medicaid Fraud
Control Unit activities, and other purposes.

Designation of Program Integrity Lead and Medicaid Fraud Control Unit

The CMS acknowledged the CMA designation of a Program Integrity Lead on June 26, 2020. The CNMI
Medicaid Agency and Commonwealth is fully committed to program integrity in the Medicaid program and has
designated a Program Integrity Lead as required by the Centers for Medicare and Medicaid Services. The CMA
has further executed a Joint Operating Agreement (JOA) with the CMS Unified Program Integrity Contractor-
West (UPIC-West). The JOA was fully executed on August 17, 2020 and the CMA has received training from
both the UPIC-West and CMS. The CMA has also provided the UPIC with claims data from the CHCC and
will be submitting a full copy of the Eligibility and Enrollment system and data since the system was initially
used. Finally, the CMA has also consulted with the Office of the Attorney General as the independent Medicaid
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Fraud Control Unit and will execute a Cooperative Agreement following consultation with the CNMI
Legislature.

Response by Congress in 2019

The issue of the Medicaid Fiscal Cliff came to the forefront in 2019 when the additional Medicaid funding
provided under the Patient Protection and Affordable Care Act was set to expire on September 30, 2019. The
CNMI feli off the Medicaid Fiscal cliff when the Medicaid funds were completely expended in March 2019.
With six months left in the fiscal year, the Commonwealth Medicaid Agency informed the beneficiaries to seek
carc from the Commonwealth Healthcare Corporation (CHCC), the public health system in the CNMI
Concurrently, the Medicaid program informed the CHCC and the private providers that there were no further
funds for reimbursements. In 2019, the U.S. House of Representatives held the “Strengthening Health Care in
the U.S. Territories for Today and Into the Future™ hearing on the Medicaid Fiscal CUff for the U.S. Territories.
The hearings provided a critical first-time ever opportunity for the CNMI, as the smallest U.S. Territory, to offer
direct testimony to Congress on the Medicaid program.

The hearings provided the opportunity to provide testimony and share information on the nature, urgency, and
impacts of the “Medicaid Fiscal CHff” on U.S. citizens and the health care system of the CNMI. We were very
heartened that the Committee of Jurisdiction over the Medicaid program recognized that the U.S. Territories
were “on the verge of a humanitarian and financial orisis if the U.S. Congress doesn’t act swiftly to increase
their Medicaid funding for next year and beyond.™

The U.S. Congress responded to the issues of the Medicaid Fiscal Cliff with the passage of the Additional
Supplemental Appropriations for Disaster Relief Act, 2019 and the Further Consolidated Appropriations Act,
2020. The relicf enabled the CNMI to fall on a ledge and not over the cliff.

Request to Establish Parity and Desire to Implement Program Improvements

The CNMI respectfully requests the U.S. Congress to treat fairly the U.S. citizens of the Territory and to
establish parity in the financing of the Medicaid program between the States and Territories. By providing
parity in the Medicaid program with the States, the CNMI will avert the FY 2022 “Medicaid Fiscal Cliff” and
provide the CNMI the financial stability to move forward to improve care and ultimately bend the cost curve in
the growth of health care costs with use of mnovations and programs using the best practices from other States
and Territories. The Insular Arca Parity Act would help to achieve that equality.

Parity is further required so that the CNMI is able to make improvements in the Medicaid program. For
example, the CNMI, as a community, has been greatly concerned with diabetes, obesity, and Non-
Communicable Discases (NCDs). In 2013, responding to the concerns of the CNMI community, the Governor
of the CNMI declared NCDs an emergency and cstablished 2 Commission to develop an Integrated Plan of
Action for dealing with NCDs in the CNMI.

The plan called for a *“whole of society” approach resulting from estimates by public health and health care
specialists that 7 out of every 10 deaths in the CNMI were attributed to or complicated by NCDs and/or NCD
risk factors. During this time, CHCC Dialysis Center had just reported a ~126% increase in newly registered
renal dialysis patients in 2012 compared to the previous vear; with majority of the patients having Diabetes
Type Il and hypertension; majority are of Chamorro and Carolinian descent, the indigenous people of the
Northern Marianas; and wherein CHC, the only hospital in the CNML, is one of two renal dialysis center sites on
the island of Saipan; As of January 2013, CHC reported a total of 107 renal dialysis patients at the Dialysis
Center. In 2008, 45% of our 7-10 year old children were found to be obese or overweight.™ The CNMI

7 Helen Sablan, Testimony to U.S. House of Representatives Committee, June 20, 2019.
8 Governor Eloy Tnos, Administrative Directive No.6, Non-Communicable Discase Emergency Directive, April 18, 2013.
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Directive was one of many issued by Jeaders in the Pacific region that that declared NCDs and diabetes and
obesity of the a serious crisis in the Pacific.

In 2013, the CNMI was fortunate to receive a competitive planning grant under the CMS State Innovation
Model (SIM) funding program. A major recommendation of the stakeholders was to develop a “diabetes
prevention and management program” that would be established from a CNMI partnership of public health
specialists, providers, schools, and other regional health care specialists to focus on diabetes education and
prevention and establish a care management program to improve care, care coordination, paticnt and public
health outcomes, and to lessen the costs of care.

The Commonwealth Medicaid Agency, when asked by visiting external Subject Matter Experts to consider
developing a Medicaid watver program to organize and coordinate a diabetes prevention, control, and
management program for Medicaid members, the CMA explained that the limitations of the annual funding
prevented any possibility of a multiyear waiver program focused on prevention and diabetes management to
fessen the short and long-term costs of NCD and comorbiditics.

Given the high prevalence and continued high levels of incidence of NCDs, and coupled with the high costs of
care such as dialysis, the Commonwealth Medicaid Agency commits to addressing diabetes, obesity, and related
comorbidities should the Section 1108 caps be lifted and FMAP established using the same formula as states.
Even if years later, the CMA and CNMI community strongly wants to work on this diabetes prevention and
management program; and, should the Congress equalize the financing of the Territories with the States, the
CNMI willl However, without parity in the needed Medicaid financing, proposing implementation such a
waiver program, cven to lessen costs, is not possible. This is only one of many evidence-based innovations
from the best practices of other State Medicaid programs that cannot even be attempted today. The CNMlis
committed to improving care and population health outcomes of Medicaid members; improving program
administration and management to lessen costs; and, protect against fraud, waste, or abuse.

Summary

The Commonwealth of the Northern Mariana Islands and the other U.S. Territories will fall over the Medicaid
Fiscal Cliff and plummet into a humanitarian and fiscal crisis without intervention from the U.S. Congress. The
U.S. citizens of the Commonwealth Medicaid Agency are huddling on the ledge today and hopeful that the U.S.
Congress will reveal and provide a path up the cliff. The Medicaid program is critical to the health of the U.S.
citizen Medicaid beneficiaries and to the health system of the CNMI for today and into the future.

The CNMI pleads with the U.S. Congress to treat the citizens in the Northern Mariana Islands the same as
citizens in the States. Specifically, we request that Congress extend to the Territories the same terms and
conditions as applied to the States. The funding provided in the Further Consolidated Appropriations Act, FY
2020, provides a useful understanding that eliminating the caps in Section 1108 and applying the same program
rules and FMAP to the Territory would address a long-standing disparity and enable the program to focus on
program improvements and services, all of which are not available to the CNMI today.

The Commonwecalth of the Northern Mariana Islands respectfully request that Congress consider clarifying the
definition of “state” in Title XIX be defined to read “state is defined to include states, the district of columbia,
and territories.” The definition of state to include the Territories would resolve the long-standing inequity and
establish parity, eliminate the need for the Section 1108 caps, and enable the FMAP for the Territories to be
calculated in the same way as States.

We are hopeful that Congress will correct the inequities and provide parity and fairness among the States and
Territories in 2021, Before closing, the CNMI would like to express its appreciation for the passage of the
American Rescue Plan Act of 2021, PL 117-2. We believe that this will help to address the COVID-19
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pandemic and will enable the CNMI to recover from the depressed economy and alleviate the human distress
throughout the United States.

Thank you once again for holding a hearing on the challenges of the Territorics and for inviting and enabling the
Commonwealth Medicaid Agency to submit testimony. Should there be any questions, please do not hesitate in
letting us know.



THE UNITED STATES VIRGIN ISLANDS
OFFICE OF THE GOVERNOR
GOVERNMENT HOUSE
Charlotte Amalie, V.I. 00802
340-774-0001

March 16, 2021

The Honorable Frank Pallone The Honorable Cathy McMorris Rodgers
Chairman Ranking Member

House Energy and Commerce Committee House Energy and Commerce Committee
Room 2107 Rayburn House Office Building Room 1035 Longworth House Office Building
Washington, DC 20515 Washington, DC 20515

The Honorable Anna G. Eshoo The Honorable Brett Guthrie

Subcommittee Chair Subcommittee Ranking Member

House Energy and Commerce Committee House Energy and Commerce Committee
Room 202 Cannon House Office Building Room 2434 Rayburn House Office Building
Washington, DC 20515 Washington, DC 20515

The Honorable Stacey E. Plaskett
Member

US House of Representatives

331 Cannon House Office Building
Washington, DC 20515

Dear Chairman Pallone, Ranking Member McMorris Rodgers, Subcommittee Chair Eshoo, Subcommittee
Ranking Member Guthrie and Delegate Plaskett:

On behalf of your fellow citizens in the U.S. Virgin Islands (USVI), thank you for your leadership and support
in providing the USVI the federal resources needed for our Territory health care system to recover from the
significant challenges faced after the 2017 hurricanes and addressing the impacts of the current COVID-19
pandemic. The legislative actions like the Affordable Care Act, the Bipartisan Budget Act of 2018, the Further
Consolidated Appropriations Act of 2020, and the various COVID-19 relief measures have provided significant
temporary increases in Federal Medicaid funding and Medicaid matching rates for which we are extremely
grateful and appreciative. These actions have enabled us to maintain and improve our programs and healthcare
system as we continue to address the ongoing challenges to our healthcare and economic infrastructure.

However, as we move through FY 2021, the funding and matching increases from the appropriations act and the
coronavirus legislation will come to end, and the USVI (and other US Territories) will once again be facing the
same uncertain Medicaid and CHIP program future that we have repeatedly faced in recent years. In fact, without
further legislation the USVI Medicaid program will revert to its normal Medicaid cap (approximately $19-$20
million) and it’s normal Medicaid matching rate (55%) which will have devastating consequences to our
programs, healthcare system, and budget. This situation commonly referred to as the “fiscal cliff”.
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Congress must act by September 30, 2021 to avert potentially catastrophic damage to our Medicaid program and
healthcare system as we move into fiscal vear (FY) 2022, Specifically, based upon our most current estimates
for FY 2022 the Federal funding that we will need for our Medicaid Program expenditures under the Medicaid
Section 1108 cap will be over $75 million. However, beginning October 01, 2021 we estimate that under current
faw the Medicaid Section 1108 cap will be only $19.6 miltion, leaving a Federal funding shortfall cliff of over
$55.5 million. In addition, if our regular Medicaid matching rate reverts to the current law 55% from the
temporary 83% matching rate enacted in 2019 this would require the USVI to provide an additional $13 million
in local matching funds for the Medicaid program which our budget is unable to support. Our estimates assume
that all other Federal funding for activities like CHIP and information systems remains unchanged.

We call on the current Congress o enact a permanent solution to this issue for the USVI and the other US
Territories, so we no longer have to rely on arbitrary, piecemeal fixes to our healthcare system that promote
uncertainty and inequities in how our citizens arc treated and how we provide healtheare to our population.

Compared to the fifty states and the District of Columbia, the Medicaid Program (and Medicare Program for that
matter) provides significantly less federal assistance to citizens of the U.S. territories. While the Federal
government provides Medicaid finding to states on an open-ended entitlement basis, and matches state spending
based on need, it arbitrarily caps the total annual Federal health care funding for the territories and matches funds
at an artificially low Federal matching level, specified by statute.

Furthermore, under current law, low-income Medicare beneficiaries residing in the territories are ineligible to
receive Part D subsidies for their prescription drugs. Hospital payments do not adequately reflect the number of
low-income patients treated or uncompensated care provided, and our hospitals are not eligible to receive
disproportionate share hospital (DSH) payments to help with this care. This health care crisis will only grow
worse when the current temporary Medicaid funding increases expire in September 2021,

‘We belicve that a permanent fix needs to be enacted which addresses, at a minimum, the following arcas for the
USVI and other Territories and treats our citizens like those in the States and the District of Columbia:

* Remove the annual dollar cap on Medicaid funding and allow the funding to be open-ended based upon
the needs of our program.

e Eliminate the artificially low federal medical assistance percentage (FMAP) for Medicaid and allow our
FMAP to be determined per the formula in the statute.

e Provide for Medicaid disproportionate share hospital payments.

o Enable our hospitals to rebase their Medicare payments.

In 2019, our Delegate Stacey Plaskett, introduced H.R. 1354, the “The Territories Health Equity Act”, which
would address all of our Medicaid concems for a permanent legislative fix and also address the disparate
treatment that the Territories receive under the Medicare Program. We understand that this bill will be
reintroduced in the current Congress, and we would like to work with the Congress and the Administration to
enact a permanent solution along the lines of the provisions of this bill.

The citizens of the Virgin Islands are grateful for everything that the Federal government 1s doing to support our
recovery from the recent disasters and for providing us with assistance in addressing the impacts of the COVID19
pandemic. However, a critical and necessary component of our ongoing ability to address these issues is the
continued viability of our Medicaid program and healthcare system. We believe this viability is dependent on a
comprehensive and permanent solution for our Medicaid and CHIP programs as outlined above and we ask vour
support to address this during the upcoming legislative session.
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We are also keenly aware with the added Federal support being provided by our Federal partners comes additional
responsibility on our part to utilize and oversee that support in an efficient and effective manner. Towards that
end we implemented a Medicaid Fraud Control Unit (MFCU) in 2018. We also implemented in 2018 the
Transformed Medicaid Statistical Information System (TMSIS) with CMS through our Medicaid Management
Information System (MMIS). We are of completing cost report audit reconciliation for our two hospital and two
Federally Qualified Health Centers (FQHCs) and we are in the process of working on this for our Department of
Health Clinics. We have completed the CMS Medicaid Program Integrity (PI) Review and executed a
memorandum of understanding with CMS to receive technical assistance in Medicaid PI and Medicaid data
analytics. We are working with HHS to finalize and an advance planning document which will provide upwards
of $15 million to implement an island wide health information exchange and cyber security system, another $5
million to implement a provider enrollment module in our Medicaid Management Information System, and we
will shortly begin work to complete the full integration of our Virgin Islands Benefit and Eligibility System
(VIBES) in the Virgin Islands. We believe all of these activities indicate our strong ongoing commitment to
ensuring the integrity of our programs and our responsible stewardship of the Federal funding we are receiving.

Tlook forward to working with you to address these critically important issues and to give all citizens in the USVI
and other Territories an opportunity to receive quality, affordable healthcare.

Sincerely yours,

T T T

Albert Bryan Jr.
Governor
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March 16, 2021

The Honorable Frank Pallone, Jr.
Chairman

Committee on Energy and Commerce
U.S. House of Representatives

2125 Rayburn House Office Building
Washington, DC 20515

The Honorable Anna Eshoo

Chair

Subcommittee on Health

U.S. House of Representatives

2125 Rayburn House Office Building
Washington, DC 20515

James L. Madara, MD

The Honorable Cathy McMorris Rodgers
Ranking Member

Committee on Energy and Commerce
U.S. House of Representatives

2322 Rayburn House Office Building
Washington, DC 20515

The Honorable Brett Guthrie

Ranking Member

Subcommittee on Health

U.S. House of Representatives

2322-A Raybum House Office Building
Washington, DC 20515

Dear Chairman Pallone, Ranking Member McMorris Rodgers, Subcommittee Chair Eshoo, and
Subcommittee Ranking Member Guthrie:

On behalf of the physician and medical student members of the American Medical Association (AMA), I
am writing to urge the Committee on Energy and Commerce to favorably report out legislation to
adequately fund Medicaid programs for Puerto Rico, the U.S. Virgin Islands, and other U.S. territories.
The federal government continues to provide additional funding to help ensure the island nations and
territories can cover the costs of their Medicaid programs, but these resources will expire on September
30, 2021. Unless funding is at least maintained at current levels, Puerto Rico’s Medicaid program, for
example, will lose 90 percent of its current funding. With the COVID-19 pandemic continuing to affect
all U.S. territories, it is imperative that Congress act expeditiously to stabilize the fiscal situation facing
Medicaid programs in the island nations and territories.

Puerto Rico is considered a state for most purposes of Medicaid and the State Children’s Health Insurance
Program and its Medicaid program covers nearly half of its residents. Since the Medicaid program began,
however, Puerto Rico has faced the challenge of inequitable funding. Unlike in the 50 states and the
District of Columbia, where Medicaid funding is open-ended, Puerto Rico can access federal dollars only
up to an annual ceiling, referred to as the section 1108 cap or section 1108 allotment. The amount of
funding provided under section 1108 has historically been insufficient to meet the needs of the territories”
Medicaid programs, especially in Puerto Rico and the U.S. Virgin Islands, and well below the health care
expenditures needed for their medically indigent population to receive proper and effective diagnosis,
treatment, care, and medication services. In addition to the section 1108 cap, the territories receive a
lower Federal Medical Assistance Percentage (FMAP) of 55 percent.

As a result, for more than a decade, Puerto Rico and the other territories have sought and obtained

supplemental funding, i.c., most recently through the FY 2020 appropriations package, (P.L. 116-94) and
the Families First Coronavirus Response Act, signed into law on March 18, 2020 (FFCRA, P.L. 116-127).
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These actions raised Puerto Rico’s FY 2020 allotment from $375.1 million to $2.7 billion and its FY 2021
allotment from approximately $383.7 million to $2.8 billion, and its FMAP temporarily to 82.2 percent
(including the 6.2 percent increase for the duration of the national emergency due to COVID-19). Unless
Congress acts before FY 2021 ends, Puerto Rico’s Section 1108 allotment will revert to approximately
$392.5 million in FY 2022 and its FMAP to 53 percent (i.e., for FMAP, assuming the national emergency
expires). It is important to note that the other U.S. territories face similar Medicaid funding and FMAP
cliffs in the absence of congressional action.

In light of the financial rules and temporary nature of the supplemental funds, Puerto Rico and the other
U.S territories will need additional resources to finance their future share of Medicaid costs so that their
residents can receive the care they need. With the September 2021 deadline looming, Congress, at the
very least, should provide additional resources to ensure the continued fiscal sustainability of Medicaid
programs in Puerto Rico, the U.S. Virgin Islands, and the other U.S. Territories. In addition, the AMA
urges the Committee and your colleagues in the House of Representatives to permanently lift the section
1108 cap.

Thank you for your leadership and for considering our views.
Sincerely,

%ﬁz%@

James L. Madara, MD
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THE PARTNERSHIP FOR MEDICAID

March 17, 2021

The Honorable Anna G. Eshoo The Honorable Brett Guthrie

Chairwoman, Subcommittee on Health Ranking Member, Subcommittee on Health
Committee on Energy and Commerce Committee on Energy and Commerce

2125 Rayburn House Office Building 2322 Rayburn House Office Building
Washington, DC 20515 Washington, D.C. 20515

Dear Chairwoman Eshoo and Ranking Member Guthrie:

The undersigned member organizations of the Partnership for Medicaid, a nonpartisan, nationwide
coalition made up of organizations representing clinicians, health care providers, safety net health plans,
and counties, write to express our views on Medicaid in the U.S. territories and the subcommittee’s
hearing, “Averting a Crisis: Protecting Access to Health Care in the U.S. Territories.” We commend the
work of the subcommittee to highlight the detrimental effects of the Medicaid fiscal cliff for the
territories on October 1% of this year. Absent Congressional intervention, each territory’s Section 1108
allotments will revert to lower levels and their federal medical assistance percentage (FMAP) will be
lowered back to 55%.

While we are thankful for Congress’ past work to increase Medicaid funding and support over the years,
we hope that the Committee will work to pass legislation to address the longstanding inequities in
Medicaid affecting the territories. We hope that the Committee will consider H.R.265, the Insular Area
Medicaid Parity Act, bipartisan legislation introduced by Congressman Sablan and Congresswoman
Radewagen, to lift the Medicaid funding cap in the U.S. Territories. The Committee’s hearing today
demonstrates how Congress can ensure that Americans who reside in American Samoa, Guam, Puerto
Rico, the Northern Mariana Islands, and the U.S. Virgin Islands have full access to the benefits of
Medicaid. We look forward to working with you to make this legislation a reality.

The Medicaid program continues to be a vital lifeline for vulnerable individuals, families and children.
Our members see the value that Medicaid provides to ensure the optimal health and well-being of
beneficiaries enrolled in the program. Unfortunately, due to limitations in the funding statute, the
Medicaid program operates differently in the U.S. Territories compared to those of the states through
capped funding and a fixed federal medical assistance percentage. This discrepancy results in fewer
federal dollars supporting territorial governments which in turn affects the financial viability of their
Medicaid programs. At a recent meeting of the Medicaid and CHIP Payment and Access Commission,
Medicaid Directors from the territories outlined the challenges their jurisdictions faced as a result of the
inequitable funding mechanism of the Medicaid program as they addressed the dual public health and
economic crisis arising from the pandemic. The territory leaders linked the existence of capped Medicaid
funds and the detrimental effects it has on reimbursing providers fairly, which in turn affects beneficiary
access to needed care.

Numerous reports detail the health and economic disparities that exist for residents of the U.S.
territories, whose geographic locations and isolation contribute to more disparities. For example,
natural disasters such as hurricanes and earthquakes have struck Puerto Rico, Guam, the U.S. Virgin
Islands and the Northern Mariana Islands. Additionally, close to a decade ago, American Samoa suffered
the devastation of a tsunami. We all understand the importance of Medicaid during these natural
disasters, which have provided states with matching funds to help offset unanticipated costs associated
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with disasters and in some cases has allowed the program to provide a heightened response, for
example by facilitating short-term changes to program rules affecting eligibility, benefits, and provider
payment. In terms of economic conditions, all these jurisdictions have experienced prolonged fiscal
challenges resulting in rising levels of unemployment and poverty, only made worse by the global
pandemic. Finally, residents of the U.S. territories have experienced more health challenges compared
to their counterparts in the states. According to the Kaiser Family Foundation, self-reported health is
significantly more likely to be fair or poor in Guam (22%) and Puerto Rico (37%) than in the 50 states and
D.C. (18%)*. Chronic disease disparities also exist with studies showing American Samoa having one of
the highest rates of obesity and diabetes in the world.

Lastly, addressing the Medicaid funding limitation in the territories will help advance health equity and
aim to correct longstanding disparities in health. The unequal treatment of Americans residing in the
territories, of whom 98% are racial or ethnic minorities, is only exacerbated by the capped Medicaid
funding which deprives some of the most marginalized populations of the federal support their
counterparts living stateside enjoy. We hope that the Committee moves to enact policies to promote
health justice and advance health equity for Americans in the territories.

In 2019, the Partnership sent a letter calling on Congress to address the impending Medicaid “fiscal
cliff,” that would have resulted in decreased funds for the territories. While Congress has acted to
increase funds for the Medicaid program over the years through legislation on a short-term basis, the
Insular Area Medicaid Parity Act is needed legislation as it corrects this longstanding discrepancy by
eliminating the statutorily set funding caps. This bipartisan legislative approach represents a long-term
solution for Medicaid beneficiaries residing in the U.S. Territories, while ensuring that territorial
governments are given fiscal relief to stabilize the health and economic security of their jurisdictions.

We look forward to passage of this legislation and for the Committee’s work to bring Medicaid parity for
the insular areas. If you have any questions please contact Jonathan Westin at the Jewish Federations of
North America, First Co-Chair of the Partnership for Medicaid at
Jonathan.Westin@jewishfederations.org or Paulo Pontemayor, Second Co-Chair of the Partnership for
Medicaid at ppontemayor@chausa.org. Thank you for the opportunity to share our thoughts on this
important issue.

Sincerely,

American Academy of Family Physicians

American College of Obstetricians and Gynecologists
American Dental Association

American Dental Education Association

American Network of Community Options & Resources (ANCOR)
Association for Community Affiliated Plans

The Catholic Health Association of the United States
Easterseals

Jewish Federations of North America

Medicaid Health Plans of America

1 Kaiser Family Foundation analysis of the 2016 (USVI) and 2017 (50 States and D.C., Guam, Puerto Rico) Behavioral Risk Factor
Surveillance System (BRFSS). Significance testing for USVI BRFSS data from 2016 was completed using 2016 BRFSS data for the
50 states and D.C., while significance testing for Guam and Puerto Rico used 2017 BRFSS data. BRFSS data from 2016 and 2017
were not available for American Samoa and Northern Mariana Islands
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National Association of Community Health Centers
National Association of Pediatric Nurse Practitioners
National Association of Rural Health Clinics

National Council for Behavioral Health

National Health Care for the Homeless Council
National Rural Health Association
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AAFP

AMERICAN ACADEMY OF FAMILY PHYSICIANS

March 17, 2021

The Honorable Anna Eshoo The Honorable Brett Guthrie
Chairwoman Ranking Member

House Committee on Energy and House Committee on Energy and
Commerce, Health Subcommittee Commerce, Health Subcommittee
Washington, DC 20515 Washington, DC 20515

Dear Chairwoman Eshoo and Ranking Member Guthrie:

On behalf of the American Academy of Family Physicians (AAFP), representing more than
136,700 family physicians, residents, and medical students across the country, | write in
response to the hearing: “Averting a Crisis: Protecting Access to Health Care in the U.S.
Territories” to share the family physician perspective and the AAFP’s recommendations to
protect Medicaid access in the territories.

The most immediate concern is the impact of the impending Medicaid fiscal cliff in the U.S.
territories. If Congress fails to act before the end of the current fiscal year, all providers,
including family physicians, and their patients in American Samoa, the Commonwealth of the
Northern Mariana Islands (CNMI), Guam, Puerto Rico, and the U.S. Virgin Islands, will face
significant reduction in resources and access to necessary care.

The current Medicaid funding system is unfair to the territories and leads to more stringent
Medicaid eligibility limits, less comprehensive Medicaid benefits to participants and inadequate
payments to clinicians and hospitals. Unlike states’ Medicaid funding mechanisms, financing for
territorial Medicaid programs is capped and the federal medical assistance percentage (FMAP)
for the territories is set by statute at 55 percent, significantly less than that of the states, despite
having higher average Medicaid enrollment than most states. While we appreciate the short-
term funding passed in the Affordable Care Act in 2010, the Bipartisan Budget Act in 2018, and
the CARES Act in 2020, Medicaid programs in these territories remain chronically underfunded.

Our constituent chapters in the territories represent hundreds of family physicians who have
long been proponents of changes to the current funding mechanisms to ensure that the
territories are treated more equitably to the states for the purposes to Medicaid financing.
Without additional support, the territories will revert to a 55 percent FMAP on October 1, when
many physician practices and patients will still be coping with the effects of COVID-19 on their
health and financial wellbeing. Any short-term funding options to avert this cliff should remain at
the level passed under the CARES Act, but long-term reforms are also needed. Specifically,
Congress should pass H.R. 265, the Insular Area Medicaid Parity Act, which would lift the
Medicaid funding cap in the U.S. territories.

Additionally, these territories are facing an ongoing exodus of physicians from the islands as
reimbursement for services remains significantly lower than the same services performed in the
U.S. mainland. As of 2016, physicians and surgeons in Puerto Rico earned a median
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hourly salary that was less than half of their main land counterparts.’ In Puerto Rico, the
current number of primary care physicians only address 1.9 percent of their need.’ Even basic
preventative services have a significantly lower uptake in Puerto Rico than on the mainland.
According to 2018 CMS data, flu shot uptake in Puerto Rico was at 37 percent compared to 64
percent of Puerto Ricans and 76 percent of Hispanics on the mainland receiving a flu shot."
Without adequate reimbursement from Medicaid and Medicare Advantage, physicians are
unable to meet basic financial obligations for operating their practice and are unable to
make longer-term investments to enhance or grow their practice.

Furthermore, with higher rates of Medicaid participation and a large percentage of ethnic and
racial minority groups, chronic underfunding and continuous re-evaluation of funding levels is
crippling an already at-risk population. Ensuing adequate Medicaid funding for U.S. territories is
an important step toward achieving health equity. Passing the Insular Area Medicaid Parity Act
will allow the U.S. territories to better serve their communities, grow their physician workforces,
plan for long-term health care spending, and better respond to future natural disasters.

The AAFP stands ready to partner with you to advance H.R. 265, and to develop policy
solutions to strengthen the health care workforce in the U.S. territories. For more information,
please contact Erica Cischke, Senior Manager of Legislative and Regulatory Affairs at

ecischke@aafp.org.

Sincerely,

%o( %%,n@, FARFP

Gary L. LeRoy, MD, FAAFP
Board Chair, American Academy of Family Physicians

I Patron, M. (2017, August 08). Puerto Rico's exodus of Doctors Adds health care strain to dire financial
crisis. Retrieved March 16, 2021, from https://www.nbcnews.com/news/latino/puerto-rico-s-exodus-
doctors-adds-health-care-strain-dire-n783776

ii Kaiser Family Foundation. Primary care health Professional Shortage Areas (HPSAS). (2020, November
05). Retrieved March 16, 2021, from https://www kff.org/other/state-indicator/primary-care-health-
professional-shortage-areas-

hpsas/?currentTimeframe=0&sortModel=%7B%22colld%22%3A%22L ocation%22%2C%22s0rt%22%3A
%22as¢%22%7D

i CMS Office of Minority Health. “Comparing Puerto Rican’s Health Status, Access to Care, and
Satisfaction with Care to their Mainland Counterparts Prior to Hurricane Maria.” October 2018.
https://www.cms.gov/About-CMS/Agency-Information/OMH/Downloads/CMS-OMH-October2018-Puerto-
Rico-Data-Highlight.pdf
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ASSOCIATION OF ASIAN PACIFIC
COMMUNITY HEALTH ORGANIZATIONS

4 AAPCHO

March 17, 2021

The Honorable Anna Eshoo The Honorable Brett Guthrie

Chair, Subcommittee on Health Ranking Member, Subcommittee on Health
Committee on Energy and Commerce Committee on Energy and Commerce

U.S. House of Representatives U.S. House of Representatives
Washington, D.C. 20515 Washington, D.C. 20515

RE: Hearing on “Averting a Crisis: Protecting Access to Health Care in the U.S. Territories”
Dear Chair Eshoo and Ranking Member Guthrie:

On behalf of the Association of Asian Pacific Community Health Organizations (AAPCHO), |
thank you for holding today’s hearing, “Averting a Crisis: Protecting Access to Health Care in the
U.S. Territories.” AAPCHO commends the subcommittee’s efforts to improve health care access
for the more than three million Americans living in American Samoa, Guam, the Northern
Mariana Islands, Puerto Rico, and the U.S. Virgin Islands. We support the Insular Area Medicaid
Parity Act (H.R. 265), and we urge the subcommittee to act swiftly to enact permanent
solutions for the territories that eliminates annual Medicaid funding caps, gives parity in the
Federal Medical Assistance Percentage, and meets the needs of their communities.

AAPCHO is a national nonprofit association of 34 community-based health care organizations,
29 of which are Federally Qualified Health Centers (FQHCs), that advocates for the diverse
health needs of medically underserved Asian Americans, Native Hawaiians, and Pacific Islanders
and the community health providers that serve their needs. AAPCHO’s members are critical
health access providers to nearly three quarters of a million vulnerable and low-income
patients, providing culturally and linguistically appropriate care that is vital to supporting AA,
NH, and Pl communities every day.

As the subcommittee notes, the territories face a health care crisis at the end of the fiscal year
when Medicaid provisions enacted by Congress just two years ago are set to expire. As you
know, Medicaid programs in the territories operate differently than they do in the 50 states.
Unlike in the 50 states, federal funding available to provide care to low-income Americans who
live in the territories is capped and their FMAP—the percentage of how much the federal
government will contribute to health care costs—is set in statute rather than taking into
account the territories’ low-income population.

Congress made significant improvements and averted a similar heath care crisis in 2019, but
those changes were temporary and expire in September of this year. Without Congressional
action, the territories will face a fiscal cliff will lead to significant cuts to health care available to
residents and force the territories’ governments divert limited resources from other essential
priorities. Prior to the passage of legislation to shore up the territories Medicaid programs in
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2019, American Samoa and Guam were unable to provide adequate local matching funds to
fully utilize ACA Medicaid funding, and the Northern Mariana Islands had exhausted its
additional funds and notified local Medicaid providers that it would not reimburse adult and
children outpatient primary care services, forcing providers to either stop providing services or
absorb the full costs of these services. Cuts to health care services at this time will be especially
dire as the territories, like the rest of the nation and global community, continue to address the
COVID-19 crisis and resulting economic challenges.

Additionally, last year Congress made important progress to restore Medicaid eligibility to COFA
citizens living in the United States. According to a recent GAO report, about 1 in 5 COFA citizens
in the U.S. live in a U.S. territory, primarily in Guam with smaller populations in the Northern
Mariana Islands and American Samoa. Congress should ensure that this progress is not
jeopardized by the impending Medicaid cliff in September and ensure that the commitments it
made to COFA citizens is applied equally throughout the nation.

AAPCHO strongly encourages Congress to make permanent improvements to the territories’
Medicaid programs. Congress should ensure the territories’ Medicaid programs recognize the
unique challenges of their island communities and provide them with long-term stability that
addresses the needs of their populations. Specifically, AAPCHO supports the Insular Areas
Medicaid Parity Act {H.R. 265} introduced by Congressman Gregorio Kilili Sablan of the
Northern Mariana Islands to remove the territories’ annual funding caps. Congress should
also remove inequitable matching requirements that are not required of the 50 states. The
territories cannot continue to be hamstrung by inequitable policies that inhibit their residents
from having the same access to health care as their fellow Americans in the 50 states.

Again, AAPCHO thanks the subcommittee’s efforts to shed light on the health access disparities
facing residents of the U.S. territories and working to improve these jurisdiction’s Medicaid
programs. Now is the time to find permanent solutions to these challenges and for the millions
of Americans who call the territories home. AAPCHO is committed to working with you and
your Congressional colleagues to improve Medicaid in the American Samoa, Guam, the
Northern Mariana Islands, Puerto Rico, and the U.S. Virgin Islands in hope of creating a
sustainable health infrastructure for the residents of these American island jurisdictions.

Sincerely,

tor DYoL

Adam P. Carbullido
Director of Policy and Advocacy
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AHIP

Statement for Hearing on
“Averting a Crisis: Protecting Access to Health Care in the U.S. Territories”
Submitted to the House Energy & Commerce
Subcommittee on Health

March 17,2021

Medicaid is an essential part of American health care. It helps improve the health and financial
security of over 70 million hard-working Americans, children, older adults, people with
disabilities, and veterans.'

As our nation works to overcome the COVID-19 crisis, America’s Health Insurance Plans
(AHIP) greatly appreciates the Subcommittee on Health’s focus on the imminent reductions in
Medicaid funding for the U.S. territories. Medicaid has long been a critical lifeline to Americans
in Puerto Rico, the U.S. Virgin Islands, the Northern Mariana Islands, American Samoa, and
Guam. This need has only grown throughout the pandemic and is expected to continue to grow
in the years to come.

By passing the Further Consolidated Appropriations Act, 2020 and the Families First
Coronavirus Response Act (FF'CRA), Congress took critical steps in providing additional
temporary funding for the territories and increasing the federal Medicaid match rates. These
important steps were necessary to ensure the stability and vitality of Medicaid through the
pandemic, but those funds are set to expire on September 30, 2021, which would have severe
negative consequences for the millions of Americans who rely on Medicaid coverage and each of
the health care systems in the five territories.

We look forward to working with the Subcommittee to ensure that the most vulnerable residents
of the U.S. territories can continue to rely on a viable Medicaid program for their health care
needs and to assure that the health care systems relied on by all citizens of territories remain
stable as we continue to fight the pandemic.

Medicaid Managed Care’s Unique Role in Puerto Rico

Medicaid has served as an essential safety net in Puerto Rico through the worst disasters, both
playing a critical role in the island’s resilience through hurricanes, earthquakes, and a crippling

* https://www.medicaid. gov/medicaid/pro
highlights/index.html (September 2020).
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global pandemic. Health insurance providers are committed to ensuring that Medicaid is
effective and affordable for all enrollees in Puerto Rico.

Medicaid serves over 1.4 million enrollees in Puerto Rico — over half of the island’s residents.?
Puerto Rico is also the only U.S. territory that uses a managed care delivery system to provide
services. Moreover, Medicaid is a crucial piece to Puerto Rico’s health care financing system due
to the island’s high poverty rate and prevalence of health chronic conditions, such as high blood
pressure, diabetes, and HIV/AIDS. In 2018, 47.8 percent of all Puerto Ricans had Medicaid
coverage.’®

Medicaid funding caps have resulted in Puerto Ricans receiving fewer benefits and being subject
to more restrictive eligibility requirements as compared with Medicaid programs in states.
Failure to provide continued funding for Puerto Rico’s Medicaid program could lead to
beneficiaries experiencing further reductions in benefits or more stringent eligibility
requirements. To that end, AHIP and our member managed care plans in Puerto Rico are
committed to ensuring that Medicaid enrollees maintain their access to affordable, high-quality
coverage and care.

For Puerto Rico in particular, the Medicaid program is also critically important to the health of
the island’s residents and to the ongoing viability of the island’s provider infrastructure.
Continued funding will support efforts by Puerto Rico’s government, its Medicaid managed care
plans and their contracted providers to deliver health care to the island’s most vulnerable
residents.

Swift Action Needed to Protect Puerto Rico’s Dual Eligible Population

Puerto Rico also has a large number of Medicaid enrollees who are dually eligible for Medicare
and Medicare Advantage (MA) plans. As of February 2021, over 610,000 individuals in Puerto
Rico were enrolled in an MA plan, representing nearly 80 percent of the island’s Medicare-
eligible population.* In addition, nearly 280,000 individuals in Puerto Rico are enrolled in a Dual
Eligible Special Needs Plan (D-SNP), which are plans designed to roll benefits from Medicaid
and Medicare Advantage into one simple plan, particularly for special needs individuals.’®

While MA plans face significant funding challenges in Puerto, they still provide basic medical
benefits, important supplemental benefits, and other services that address the needs of dually
eligible populations. To that end, it is important for Congress to act soon to remedy impending
funding shortfalls that could affect the dual eligible population and have implications for MA

2 Puerto Rico Medicaid enrollment data available at “Estadisticas,” Medicaid Program, Puerto Rico Department of
Health, Aug. 2020.

3 “How States Would Fare Under Medicaid Block Grants or Per Capita Caps: Lessons from Puerto Rico™; Park, E.
The Commonwealth Fund, January 6, 2021

4 Centers for Medicare & Medicaid Services. (2021). “MA State/County Penetration 2021 03.” Retrieved from
https://www.cms.gov/research-statistics-data-and-systemsstatistics-trends-and-reportsmcradvpartdenroldatama-
state-county/ma-statecounty-penetration-2021-03.

5 Centers for Medicare & Medicaid Services. (2021). “SNP Comprehensive Report 2021 03.” Retrieved from
https://www.cms.gov/research-statistics-data-and-systemsstatistics-trends-and-reportsmeradvpartdenroldataspecial -
needs/snp-comprehensive-report-2021-03.
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plan bids that are required to be submitted to the Centers for Medicare & Medicaid Services
(CMS) by June 7, 2021. By acting swiftly, Congress can ensure that the health security of
hundreds of thousands of dual eligibles in Puerto Rico will be protected.

Recommended Action on the Insular Area Medicaid Parity Act

AHIP supports legislation introduced by Rep. Gregorio Kilili Camacho Sablan (I-MP), the
Insular Area Medicaid Parity Act (H.R. 265), which would eliminate the Medicaid funding cap
in the U.S. territories to give them full access to Medicaid coverage.

Lifting the Medicaid funding cap should be the top priority for Congress in averting a crisis in
Puerto Rico and other U.S. territories. However, if Congress fails to pass H.R. 265, AHIP then
recommends additional funding similar to the funding provided by the Further Consolidated
Appropriations Act, 2020 and the Families First Coronavirus Response Act (FFFCR4). However,
that temporary funding is set to expire on September 30, 2021.

As such, AHIP implores Congress work together and create a long-term solution that strengthens
Medicaid and protects health care access for the millions of Americans in Puerto Rico and the
other territories who rely on the program.

Conclusion

Everyone deserves access to affordable and quality coverage and care, especially as the nation
grapples with the COVID-19 pandemic. We thank the members of the Subcommittee for your
dedication to address upcoming Medicaid fiscal cliff. We appreciate your leadership as you work
to advance guaranteed long-term funding for Puerto Rico and all the territories’ residents. We
look forward to working with the Congress to ensure that these residents can rely on a viable
Medicaid program for their health care needs in the years to come.
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tm
ASSOCIATION OF STATE AND TERRITORIAL HEALTH OFFICIALS aSthO
National Headquarters Regional Office www.astho.org
2231 Crystal Drive, Suite 450 600 Peachtree Street NE, Suite 1000 @ASTHO
Arlington, VA 22202 Atlanta, GA 30308
(202) 371-9090 (202) 371-9090

January 14, 2021

The Honorable Gregorio Kilili Camacho Sablan
U.S. House of Representatives

2267 Rayburn House Office Building
Washington, D.C. 20515

Dear Congressman Sablan:

On behalf of the Association of State and Territorial Health Officials (ASTHO), | am writing in support of
the Insular Area Medicaid Parity Act, which seeks to repeal language in section 1108 of the Social
Security Act and sunset limitations on Medicaid funding for Puerto Rico, the Virgin Islands, Guam, the
Northern Mariana Islands, and American Samoa beginning in FY21. We are grateful for your continued
leadership in advancing the needs of residents in the Northern Mariana Island and other U.S. territories.

As the organization representing both state and territorial health officials, the disparity in Medicaid
financing for the territories is of great concern. While ASTHO is grateful for the extension of Medicaid
funding for FY20 and FY21 in the Further Consolidated Appropriations Act, 2020, and later increased
funding through the Family First Coronavirus Response Act, it is imperative that Congress provide a
permanent solution to Medicaid financing for the U.S. territories because enhanced Medicaid funding
and increased federal medical assistance percentage rates expire after Sept. 30, 2021, and the current
public health emergency, respectively.

Indeed, providing reliable and sustainable funding for U.S. territories is important and essential to
building public health systems for residents to utilize within their communities without having to seek
care off-island or in other jurisdictions. U.S. territories should not have to rely on supplemental,
temporary funding to provide quality healthcare to their residents. Prioritizing this legislation in the
117 session of Congress supports our vision of advancing health equity and optimal health for all.

We look forward to working with you to address this important priority for U.S. territories. Please
contact Jeffrey Ekoma, director, federal government affairs, ASTHO (jekoma@astho.org) if you have any
questions.

Sincerely,

tof)—

Michael Fraser, PhD, MS, CAE, FCPP
Chief Executive Officer
Association of State and Territorial Health Officials
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Commontoealth Bealthecare Corporation

Commonwealth of the Northern Mariana Islands
1 Lower Navy Hill Road Navy Hill, Saipan, MP 96950

CEO-L21-0385

Dear Congressional Leaders,

The CNM/’s healthcare system cannot continue to function without an earnest financial commitment
from the federal government to the CNMI’s Medicaid program. If it were not for additional funding to
the CNMI in excess of the cap from 2011 to 2019, we may have lost our sole hospital. If not for the
funding support in 2019, more than 20,000 CNMI residents (nearly 40% of the population) would have
been without health insurance during the worst pandemic since the early part of the 20th century.

Medicaid is an entitlement program designed to provide health and long-term care coverage for
Americans with low incomes. Costs of the program are shared between the state or territorial
government and the federal government, but U.S. territory governments are expected to bear a much
larger share of the costs than U.S. state governments.

CNMI Section 1108 Medicaid Fund Ceiling and FMAP
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Notes: Section 1108 allotments reflect the annual federal allotments (or caps) for federal funds that the CNMI receives under Section 1108(g) of
the Social Security Act. P.L. 116-94 is the Further Consolidated Appropriations Act of 2020. FFCRA is the Families First Coronavirus Response Act
(P.L. 116-127). Data source: This graph is adapted from data presented in Table 2 of a February 2021 MACPAC Factsheet titled, “Medicaid and
CHIP in the Territories”.
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Unlike U.S. states, U.S. territories face an arbitrary statutory cap on the total amount of federal funds for
the program and a federal medical assistance percentage (FMAP) which does not consider the financial
circumstances of a territory, unlike FMAP determinations for U.S. states. In 2019, Public Law 116-94 only
temporarily expanded the section 1108 statutory cap for the CNMI from roughly $7mil per year to
$60mil per year for FY 2020 and 2021 respectively, and increased the federal medical assistance
percentage (FMAP) to 83% for each year. However, absent a long-term statutory solution, the CNMI
government would need to pick up a huge gap in Medicaid funding next, likely upwards of $50mil. In the
CNMI’s FY 2021 budget, the CNMI’s estimated total resources for the year were just over $100 million.
The CNMI government is hurting. Despite successful containment of the virus on the islands, COVID-19
has eliminated its primary economic driver: tourism. The CNMI government cannot make up the huge
gap between the arbitrary federal cap and the expenditures of the CNMI’s Medicaid program.

Expansion of services in the CNMI is challenging, but significant gains have been made in recent years. In
large part due to improved Medicaid reimbursements in recent years, the Commonwealth Healthcare
Corporation has been able to establish podiatry, ENT, orthopedic surgery, and oncology services on
Saipan, with these specialists also making visits to Tinian and Rota.

Increased Medicaid Reimbursements to CHCC is Associated
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Data Sources: Referral data is from the CNMI Governor’s Medical Referral Program. Data on the federal share of Medicaid Reimbursement to
the CHCC is from the CHCC's revenue data.
In 2017, when 14% of all referrals for off-island care through the CNMI Governor’s Medical Referral
Program were for orthopedic surgery, the CHCC was able to hire an orthopedic surgeon. Last year, in
2020, just 4% of total referrals were for orthopedic surgery. In 2018, 6% of total off-island referrals for
the program were for ENT, and in 2020, ENT referrals made up just 1% of the total. In 2019, the CHCC
was able to hire an oncologist who has led the establishment of an oncology center which opened in
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2020. in 2019, 16% of all referrals were for oncology, and in 2020, this reason for referral was just 2% of
the total.

Public Law 116-94 appropriately tied the expanded funding to stipulations that the CNMi make progress
to establish a Fraud Control Unit, and to submit data to a Transformed Medicaid Statistical Information
System {T-MSIS). Fulfilling these conditions will be a considerable challenge for the CNMVI’s Medicaid
program, and the CHCC, as the largest Medicaid provider in the CNM], stands in full support of the CNMI
Medicaid program to make long-needed updates to claims collection and adjudication processes.

We ask that Congress stabilize Medicaid financing for the CNMI so that CNMI health care service
providers can make long-term plans for improvements to the scope and quality of care that we provide.
Help us maintain our progress in the CNMI.

Sincerely,

T, L WU

Esther L. Mufia, PhD, FACHE

Chief Executive Officer

State/Territorial Public Health Official

Commonwealth Healthcare Corporation, the Territorial
Hospital & Health System

P.O. Box 500409 CK, Saipan, MP 96950
Telephone: (670) 236-8201/2 FAX: (670) 233-8756



NORTHERN MARIANAS COMMONWEALTH LEGISLATURE
HOUSE OF REPRESENTATIVES
P.O. BOX 500586 SAIPAN, MP 96950

March 16, 2021

The Honorable Frank Pallone The Honorable Cathy McMorris Rodgers
Chair Ranking Member

Committee on Energy and Commerce Committee on Energy and Commerce
U.S. House of Representatives U.S. House of Representatives

The Honorable Anna Eshoo The Honorable Brett Guthrie

Chair Ranking Member

Subcommittee on Health Subcommittee on Health

Committee on Energy and Commerce Committee on Energy and Commerce
U.S. House of Representatives U.S. House of Representatives

RE: Support for the Insular Area Medicaid Parity Act (H.R. 265)
Dear Congressional Leaders:

Thank you for conducting this important hearing, “Averting A Crisis: Protecting Access
to Health Care in the U.S. Territories.” We, the undersigned members of the 22" House of
Representatives, Northern Marianas Commonwealth Legislature, strongly support H.R. 265, the
Insular Area Medicaid Parity Act, introduced by our Northern Mariana Islands Delegate to the
U.S. Congress, the Honorable Gregorio Kilili Camacho Sablan.

The citizens of the Commonwealth of the Northern Mariana Islands (CNMI), and
millions of fellow Americans residing across the U.S. insular areas, have long faced chronic
underfunding of Medicaid; and now an impending Medicaid “fiscal cliff” jeopardizes access to
critically needed health care. H.R. 265 begins to correct that serious inequity by lifting the cap on
general Medicaid funding to the Territories that is set forth in Section 1108 of Title XI, the
Social Security Act.

The major disparity between Medicaid in the Territories and Medicaid in the States is in
the financial treatment, as highlighted in recent reports to Congress by the Medicaid and CHIP
Payment and Access Commission (MACPAC). Unlike the States, statutory annual ceilings apply
to Medicaid funding in the Territories regardless of changes in enrollment or services. The
Section 1108 caps have resulted in historically insufficient resources to meet the health care
needs of our Medicaid eligible citizens. Another statutory inequity lies in the Federal Medical
Assistance Percentage (FMAP), or the matching rate, which for the Territories is fixed at 55%
Federal to 45% Non-Federal share for most Medicaid expenses.
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Letter of Support — 22% CNMI Representatives
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Thus, in addition to supporting the removal of the Section 1108 caps, we recommend that
Congress apply to the Territories the same FMAP formula that is used for the States and that
takes into account the relative income and poverty levels of our jurisdictions. Eliminating the
Section 1108 caps and applying an equitable method of determining the FMAP will enable the
Medicaid programs in the Northern Marianas and the other Territories to provide the same level
of care that Medicaid eligible citizens receive in the States, ensure that health care providers are
reimbursed appropriately for the services delivered, and allow the Territories to plan and manage
the Medicaid programs as the States do.

We are keenly aware of the vital importance of the Medicaid program to the health and
welfare of the people we represent, especially over the past several years as our communities in
the Northern Marianas have grappled with back-to-back typhoon disasters, the depletion of
federal supplemental budgeted amounts for Medicaid under the Patient Protection and
Affordable Care Act, and the ongoing impacts of the Covid-19 global pandemic. We are
committed to ensuring that our Commonwealth Medicaid Agency is equipped to implement and
further develop the program to provide high-quality care to Medicaid eligible citizens, while
responsibly managing the costs of the program.

We understand that the Commonwealth, like other U.S. insular areas, is expected to
administer the Medicaid program as the States do. In May 2020, the Commonwealth Legislature
unanimously passed, and the Goverpor signed into law, a bill to reorganize and establish the
CNMI Medicaid Agency (Agency) in the Executive Branch of the government; to direct the
Agency to plan, design, and implement Medicaid Enterprise Systems (MES); to establish a
claims and clinical data warchouse and promote health information exchange; and to provide a
community health record system to enable beneficiaries to see their medical information. That
bill became CNMI Public Law 21-28. Monitoring the effective implementation of the new law is
one of the top priorities of the leadership in the 22" CNMI House of Representatives.

Further, the Commonwealth’s general appropriations act for fiscal year 2021 specifically
established a “Compliance and Medicaid Enterprise Systems (MES)” business unit in the
Medicaid budget to highlight the importance of compliance and the need to make reasonable and
appropriate.progress to implement the MES. The Legislature also granted authority to the CNMI
Medicaid Director to reallocate funds as needed among the budget categories for Administration,
Reimbursements; and Compliance and MES, to provide flexibility given the austere budget
resulting from the economic impacts of Covid-19.

But we need the help of Congress to provide enduring solutions to the inequities and
chronic funding shortfalls and uncertainties affecting Medicaid in the Northern Marianas and
throughout the insularareas; In 2019, MACPAC reported to Congress that while “an additional
infusion of federal funds would avert a fiscal cliff and ensure the continued delivery of critical
health care services to eligible individuals in the short term [...], such action would not address
underlying challenges with the financing structure that make it difficult for territorial officials to
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Re: H.R. 265, Insular Areas Medicaid Parity Act
Letter of Support — 22™ CNMI Representatives
March 16, 2021

Page 3 of 4

plan, manage, and sustain long-term, reliable access to care for Medicaid beneficiaries residing
in these jurisdictions.” !

MACPAC’s findings remain true today. Parity in financing is key to protecting access to
care for millions of Americans living in the Territories, and ensuring the long-term sustainability
of our Medicaid programs. Parity is especially crucial now, as we work with limited resources to
respond to the Covid-19 pandemic. We urge Congress to rectify the long-standing inequities that
threaten to push the Commonwealth and other island communities off the Medicaid fiscal cliff,
by removing the Section 1108 budget caps and enabling the FMAP to be calculated for the
insular areas in the same way as the States.

Thank you for your consideration of the health care needs of the people of the Northern
Marianas and all the Territories.

Sincerely,
AN S
Edmund Villagomez Christina Sablan
Speaker Chair, Health and Welfare
Blas/ Jonathan Attao Donald Manglona
Vice Speaker Chair, Ways and Me S

Ralph Yamul Vicente Camacho
Floor Leader Chair, Federal and Foreign Affairs

! Statement of Anne L. Schwartz, PhD, Executive Director, Medicaid and CHIP Payment and Access Commission
before the Health Subcommittee Committee on Energy and Commerce, U.S. House of Representatives, June 20,
2019.
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Re: H.R. 265, Insular Areas Medicaid Parity Act
Letter of Support — 22™ CNMI Representatives
March 16, 2021

Page 4 of 2

LeHd Staffler hita Yangetmai
Chair, Education and the Workforce Chair, Conimerce, Tourism, and Cannabis

Ot

Celina Babauta Sheil\la Babauta
Chair, Judiciary and Governmental Operations Chair, Natural and Cultural Resources
dEF—— £ )
Edwin Propst Richard Lizh
Chair, Gaming Chair, Public Utilities, Transportation, and
Communications

cc: The Honorable Gregorio Kilili Camacho Sablan, 117* U.S. House of Representatives
Ms. Helen Sablan, CNMI Medicaid Agency
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Guam Medicaid Program
Testimony

This testitnony will cover Guam issues in several contexts: 1.) Guam’s Uninsured Population, 2.)
Access to Healtheare Services and Affordable Healtheare Costs, 3.) Coronavirus Pandemic, 4.)
Guam’s Financial Instability, and 5.) Healthcare Disparity.

The uninsured population of Guamis high due to the high cost of living and insurance premium,
Most goods or commaodities are imported. The Cost of living in Guam is 41.09% higher than in
the United States, a family of four estimated monthly cost is $4,543.31 without rent, and a single
person estimated monthly cost is $1,332.15 without rent (munbeo. com/cort-af Liivingicountry).

This population is not quaht‘ ed unider the Guim Medicaid because of the program’s low-income
guideline. Though Guam’s current minimum wage is $8.75, the monthly average income for a
full-time. employee is $1,517 per month; most people still do not qualify because Guam
Medicaid’s cligibility determination is based on monthly gross income. The income guideline for
a household size of 1 and 4 are 31,103 and $§2,280, respectively.

People without insurance coverage are less likely to have access to healthcare than people who
are insured. These individuals are less likely to receive preventive care and other necessary
healthcare services as well. People tend to prioritize food security and house stability over health.
Because of lack of insurance, these people are more likely to have chronic conditions early in life.
This drives the Medicaid expenditures higher because people would only apply and qualify
-under the program during the most vulnerable stage of their life.

In addition, the cost of providing healthcare in Guam is higher because of its unique geographic
location, lack-of tertiary center, and difficulty of recruiting health care professionals. Guam
continues to suffer from shortage of primary care physicians, medical specialists, and other

* health care professionals. Health Resources and Services Administration (HRSA) continues to
designate. Guam as Medically Underserved Area. The difficulties in accessing healthcare
(facilities and specialist) may lead to worse health outcomes by increasing patients’ physical and
emotional stress, reducing the likelthood of seeking follow-up care, and limiting proximal family
support. Due to lack of tertiary center, Guam patients need to. compete with other off-island
patients and wait for appointments from accepting physicianfmedicai facility. The patient 5
condition worsens while waiting to be transported off-island and, in some instances, may reqmre
air ambulance before appropriate medical treatment is coordinated and received.

Furthermore, the economic downturn due to the coronavirus pandcmic provided adversity to the
people of Guam. They either lost their jobs or expenenced reduced work hours. More -

Dreptirieant of Pgb‘ c Haalth
158 Heosler z‘.‘
WWWSXE 58, QUaATLQoY
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Guam Medicaid Program Testimony
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Guamanians became uninsured during this period of hardship and leaned on the Medicaid
Program for their health care needs. The number of new and reopen Medicaid applications
processed in May 2020 until the end of Fiscal Year 2020 went up by more than twice the
applications processed in March-April 2020, .

; ; o Medicaid New and ReupénA plications Processed
Mar-20 | Apr-20 | May-20 | Jun-20 | Jul-20 | Aug-20 | Sep-20 | TOTAL

MAP 375 314 723 | 833 783 1023 810 4863

More importantly, Guam’s: economy -is heavily dependent on the tourism industry and US
military spending. Due to COVID-19 pandemic, the revenue became unstable, As a result, the
government may not be able to guarantee the availability of local funds to match the succeeding
Medicaid federal grant after FY 2021 if the local match stays at 45%.

The Medicaid Program in Guam differs from the 50 states and the District of Columbia. In the
last 2 years, Guam Medicaid Program benefitted from the inereases in the federal funding cap
and the Federal Medical Assistance Percentage (FMAP) brought about by PL 116-20 and PL
116-94 which provided an opportunity to improve its provider relation, claims processing and
payment timeliness; increase patients’ access to care, increase income guideline and providers’
reimbursement.  However, the increase on FMAP and the funding cap are time-limited and
expire at the end of Fiscal Year 2021. L

Disparity on healthicare across the nation exists, bit more so in Guam because of its geographic
location, fack of medical professionals, limited aceess to care, lack of program flexibility, and the
long-standing federal regulation on Medicaid Program as it pertains to the FMAP and the
funding cap, not to mention the distribution of Disproportionate Share Hospital payments to
cover the costs of providing care to uninsured patients in the Territories,

Addressing these disparities is crucial not only from an equity stand peint but also from a growth
stand point in Guam'’s healthcare system. By addressing these disparities, we can remove the
limit of our ability to improve and strengthen our fragile healthcare system and respond 1o the
fast-changing demands of standard medical care to provide quality healthcare services by
developing a comprehensive system of care, focusing more on prevention and primary care,
addressing the social determinants of health, and reducing the unnecessary high cosis of services
due to delayed treatment:

The Guatm Medicaid expenditures will continue to grow due to increasing medical cost brought
about by new drugs; advancing medical technology or new mode of treatment and new health
standards. or policies, not to mention increase on number of cligible and healthcare services
utilization. The Medicaid expenditures {administration and payment to providers) in FY 2020
was $160.6 million. This is more than 348% increase in comparison to FY 2011 of $35.9 million.
Furthermore, the number of Guam Medicaid enrollces has grown for the past several years,
which will continue to grow with the inclusion of COFAS.

Daparimint of Public Health & Sosial Services
155 Hasher Place, M, SR ERR S
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Medicaid (Admin and Medical Payments) and Medically Indigent Program
Expenditures
Total MIP

2 Total No. of .., | Total Medicaid TOTAL 5 Total No. of | Total MIP
r\":r' Medicaid T"';'J;‘:::"" Admin MEDICAID _\;::;‘;“:::::;e COFASMIP|  COFas

Eligibles : Expenditure | EXPENDITURES (:Iurge 1o Medicaid Eligiles Expenditures
2011 35701] S 33.894.279] S 1.987.961] § 35,881,740 S 1,366,917 7995] S 3948.746
2012 304331 S 46877383 S 2069.609] § 48946992 S 5,104.120 -915[S 3986307
2013 43.603| S 73499383 | S 1736346]S 76,235,829 | S 7.230.355 9603|S 1940654
2013 33.528]s 86846732[s  3.026042[s 898712714 6393115 B221| S 2.897.398
2015 43033| S 8§1596426] S 2685562] S 84284988 S 7,608,765 8242[ S 5426386
2016 43673| S 95382705 S 2636618]S 98019323 § 7227552 8353] $5,728.512.66
2017 43476 S 108.609905[S  2650.294[S  111,260,199] S 11,946,130 8357] $ 7.816314.43
2018 43.549( S 110876286 [ s 23483585[S 113324871 § 15,054,321 8.185] §5.519.300.18
2019 438045 151062508 s 2920243[S  153.982.751] S 25.651.502 8 651] $8.537,602.57
2020 43587 | S 157256853 [ S 3499583 |S 160,756,436} $ 23,416,478 8122 | §7,154,492.55

The Table above depicts the 10-year Medicaid and Medically Indigent Program (Local Program)
expenditures.

If no action is taken to resolve this long-standing regulation that affects the Territories, Guam
will then revert to receiving fewer federal dollars which is approximately $19 to $20 million
annually. The inclusion of COFAS Citizens under Medicaid may alleviate some Guam financial
hardships, but it is only for COFAS. This does not include the US Citizens living in Guam. In
addition, the required local match of 45% will continue to be a financial hardship for the
government.

This will deter both on-island and off-island providers from accepting Medicaid patients
resulting in more expensive medical treatment. Patients tend to wait until their condition
worsens and are forced afterwards to go to the hospital emergency room that will accept them
because of EMTALA.

Guam plans to increase the current Medicaid income guidelines and determine applicant’s
eligibility based on the net rather than gross monthly income in order to reduce our uninsured
population, increase the benefits, such as adding long term care services or home community-
based services to reduce acute inpatient hospital admission to attain a healthy community. Guam
needs a sustainable funding, not a limited-time funding to achieve this plan and create a
comprehensive healthcare system that will last to produce better healthcare outcomes for our
citizens and promote a healthy Guam community.

We, the Territories, urge the US Congress to end this long-standing disparity on Medicaid
funding. Whether we live in a State or Territory, our rights to healthcare services as US Citizens

shpuld be the same,
Jafonen O 3isla)

THERESA L. ARCANGE

Chief Human Services Administrator

Division of Public Welfare, DPHSS
Department of Public Health & Social Services

155 Hesler Place, Hagatfia. GU 96910
www.dphss,quam.goy
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COMMONWEALTH OF THE NORTHERN MARIANA ISLANDS

OFFICE OF THE GOVERNOR

March 17, 2021 GOV20-045
The Honorable Frank Pallone The Honorable Cathy McMorris Rodgers
Chairman Ranking Member

House Committee on Energy and Commerce House Committee on Energy and Commerce
The Honorable Anna Eshoo The Honorable Brett Guthrie

Chairwoman Ranking Member

House Subcommittee on Health House Subcommittee on Health

Re:  U.S. House of Representatives Committee on Energy and Commerce Hearing “Averting
a Crisis: Protecting Access to Health Care in the U.S. Territories”

Dear Chairman Pallone, Ranking Member McMorris, Subcommittee Chairwoman Eschoo, and
Subcommittee Ranking Member Guthrie,

First of all, thank you for conducting this hearing, “Averting a Crisis: Protecting Access to Health
Care in the U.S. Territories,” to examine the administration of the Medicaid program in the U.S.
Territories, the disparities in the program between the States and Territories, and most importantly
the current capped funding applicable to the U.S. Territories.

As the Governor of the Commonwealth of the Northern Mariana Islands (CNMI), I write this letter
in support of H.R. 265, the “Insular Area Medicaid Parity Act.”

Medicaid is a critical component of the health care landscape of the CNMI, as it funds many of
the basic health care services and medical needs of our vulnerable island population.
Unfortunately, the current capped level of Medicaid funding set forth in the Section 1108 of the
Social Security Act has been a restraint to meeting the broader healthcare needs of the people of
the CNML.

We are very appreciative for recent actions taken by the U.S. Congress following the natural
disaster of Super Typhoon Yutu in 2018n and during the COVID-19 pandemic, which have
bolstered significantly, albeit temporarily, the CNMI’s resources for healthcare, and helped avert
what was a looming health crisis. We are once again at a juncture where we are faced with future
critical imbalances between Medicaid-related health needs and costs and an inadequate level of
funding resources to address these.

It cannot be stressed enough how critical Medicaid, the Children’s Health Insurance Program
Juan A. Sablan Memorial Building * Capitol Hill, Saipan

Caller Box 10007 * Saipan, MP 96950 * 670.237.2200 * governor.gov.mp
@GovernorCNMI [ @ W
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(CHIP), and the Presumptive Eligibility enrollment has been to the health of the people of the
CNMI. Since the onset of the COVID-19 pandemic, enrollment in these programs has effectively
doubled, from around 16,000 in April of 2020 to over 32,000 in February of 2021.

Medicaid’s contribution to the overall health of the CNMI extends beyond Medicaid enrollment.
The resources directed through Medicaid support our Commonwealth Healthcare Corporation
(CHCC) allowing them to retain the care of professionals including cardiologists and radiologists,
and support improvements to health care services, that support the health of the wider community.
The ability to keep these specialists in the Commonwealth would not be possible without this
indirect support from Medicaid.

Another disparity that should be examined is the application of the Federal Medical Assistance
Percentage (FMAP) to the CNMI and other territories, which has set a matching rate for the
territories at 55% instead of basing this on per-capita income as is the case in the states. The
application of the FMAP based on the CNMI’s per-capita income, would result in a significantly
greater level of Medicaid reimbursements.

I'am in full support of CNMI Delegate Gregorio Kilili Camacho Sablan’s bill, H.R. 265, to amend
the Social Security Act to eliminate the current funding ceiling for Medicaid in the territories
beginning in 2021.

The CNMI has already had to go through the exercise of notifying Medicaid beneficiaries that
their assistance for their medical care was sunsetting and informing health care providers that the
Medicaid program would be unable to cover reimbursements for care. I implore Congress to
extend the same level of healthcare assistance to the people of the CNMI and other U.S. Territories
as is granted the states, and to apply the same calculation for the FMAP to the territories that is
used for the states. U.S. citizens that live in the CNMI and other U.S. Territories, should be
afforded no less assistance for healthcare than those that reside in states.

Thank you again for holding this important hearing, and for considering the concerns of the people
of the CNMI and the other U.S. Territories.

Sincerely,

Governor of the Commonwealth of the Northern Mariana Islands

Juan A. Sablan Memorial Building ¢ Capitol Hill, Saipan
Caller Box 10007 ¢ Saipan, MP 96950 ¢ 670.237.2200 * governor.gov.mp
@GovernorCNMI [ @ w
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ﬁ% GUAM REGIONAL
MEDICAL CITY

Where Patients are Partners

March 15, 2021

The Honorable Frank Pallone The Honorable Cathy McMorris Rodgers
Chair Ranking Member

Committee on Energy & Commerce Committee on Energy and Commerce
U.S. House of Representatives U.S. House of Representatives

The Honorable Anna Eshoo The Honorable Brett Guthrie

Chair Ranking Member

Subcommittee on Health Subcommittee on Health

Committee on Energy & Commerce Committee on Energy and Commerce
U.S. House of Representatives U.S. House of Representatives

RE: GRMC Testimony for “Averting a Crisis: Protecting Access to Health Care in the U.S. Territories”
Dear Congressional Leaders:

We are pleased that you have scheduled a hearing for the Energy and Commerce Subcommittee on
Health titled “Averting a Crisis: Protecting Access to Health Care in the U.S. Territories” this Wednesday,
March 17, 2021, to address the Medicaid Funding Cliff that the five U.S. Territories will experience at the
end of this fiscal year if the U.S. Congress and President are unable to provide a legislative remedy. We
hope that a permanent solution, rather than another temporary fix, will be provided this time.

The Territories generally record the nation’s lowest per capita incomes and, therefore, should be eligible
to receive the maximum Federal Medical Assistance Percentage (FMAP) rate of 83%. Instead, the FMAP
rate in the Territories has been arbitrarily and unfairly pegged at 55%, which is equated to the nation’s
highest per capita income states (e.g., California and New York). There should be parity and the FMAP
formula should be applied in the Territories the same way that it is applied in all 50 states using per
capita income. To make matters worse, federal Medicaid spending in the Territories is also subject to
an annual cap (Section 1108) that does not apply in the 50 states or the District of Columbia.

The Guam Medicaid program has benefited from the limited-term supplemental Medicaid funding
provided by the FY 2020 appropriations package (P.L. 116-94) and the Families First Coronavirus
Response Act (FFCRA, P.L. 116-227), which raised Guam’s cap from $18.4M to $130.9M in FY 2020 and
from $18.8M to $129.7M in FY 2021 while also raising the FMAP from 55% to 83%. However, if Congress
does not provide additional funding, the annual cap will go back into effect on October 1, 2021 and will
restrict federal Medicaid spending in Guam to only $19.2M in FY 2022 after being $129.7M in FY 2021,
an 86% reduction of $110.9M. The FMAP will also go back down to 55% from 83%, a 34% drop. We urge
the U.S. Congress to permanently eliminate the annual cap and provide the same FMAP formula that is
used in all 50 states. If nothing is done to assist the Territories, the FY 2022 impact will be catastrophic.

133 Route 3 » Dededo, GU 96929 « Tel: (671) 645-5500 * Fax: (671) 645-5575 » www.grmc.gu
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Prior to the recent increased cap and FMAP, the Government of Guam (GovGuam) was frequently unable
to cover the local match requirement due to lack of funding. As a result, Guam healthcare providers,
including GRMC, had to wait many months for payment for Medicaid claims. For this reason, most local
clinics did not accept Medicaid patients. If nothing is done to prevent Guam from falling off the Medicaid
Funding Cliff, Medicaid beneficiary access to healthcare will once again become severely restricted since
it is likely that private clinics will stop accepting Medicaid patients again. This will result in patients not
getting proper care in a timely manner and overutilization of hospital emergency rooms for
nonemergent care due to lack of access to primary and urgent care.

There are only two civilian hospitals in Guam including Guam Regional Medical City (GRMC), a 130-bed
private acute care hospital, and the Guam Memorial Hospital Authority (GMHA), a 161-bed government
acute care hospital. Prior to GRMC opening, GMHA was consistently at 100% occupancy since it was the
sole hospital supporting Guam’s population of approximately 170,000. Even with GRMC and GMHA both
serving the community now, there remains a shortage of beds to support the needs of the growing
population. The bed shortage was even more pronounced during the COVID-19 pandemic. Guam’s
population is expected to increase by approximately 10% over the next five years due to the military
buildup and relocation of 5,000 marines and their family members from Okinawa, Japan. Based upon
historical audit reports for both hospitals, Medicaid has represented about 20-25% of the payer mix for
each hospital. As a result of the recent reinstatement of Medicaid coverage for Compact of Free
Association (COFA) nation citizens living in the U.S. or the Territories from the Federated States of
Micronesia, Republic of the Marshall Islands, and Republic of Palau, we expect the number of Guam
Medicaid beneficiaries to dramatically increase. Therefore, it is likely that GRMC and GMHA will see
their Medicaid payer mix increase while their ability to get reimbursed from GovGuam greatly diminish
if the U.S. Congress does not provide additional funding by FY 2022.

According to the Guam Department of Public Health and Social Services (DPHSS) 2020 4t" quarter report,
there were approximately 43,238 Medicaid beneficiaries on Guam. In addition, there were
approximately 11,136 Medically Indigent Program (MIP) beneficiaries. Since COFA nation citizens in
Guam that have been enrolled in the MIP program are now eligible for Medicaid if consent is provided
by the Governor of Guam, approximately 75% of the MIP beneficiary population (8,352) may migrate
over to the Medicaid program and bring the total Medicaid beneficiary population up to about 51,590
(a potential 19% increase). If the U.S. Congress does not eliminate the annual cap and provide the FMAP
formula the same way that it is calculated for the 50 states (which would provide an 83% federal match),
the Guam Medicaid program would likely have to consider reducing benefits, shrinking the network of
providers, and reducing the number of people eligible for Medicaid by lowering the income qualifying
criteria. This would be disastrous since the February 2021 MACPAC report for Guam indicates that
Guam'’s current eligibility criteria caps the income of a family of four at only 61% of the 2021 Federal
Poverty Level (FPL). It’s hard to imagine that we may have to lower the income qualifying criteria even
further if U.S. Congress does not provide additional Medicaid funding.
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Following are some of the significant Guam Medicaid program improvements that would likely result
from the U.S. Congress passing legislation that will eliminate the Medicaid annual cap and provide the
FMAP based upon per capita income in the Territories:

e Increased income qualifying criteria to at least 133% of the Federal Poverty Level (FPL), currently at
61% of FPL.

e Increased enrollment in the Medicaid program, reducing our high uninsured rate that was estimated
at 21% in the 2010 census.

e Increased payments to health care providers.

e Reduced time to reimburse health care providers.

e An expanded health care provider network on Guam and off-island.

e Increased covered benefits to include Automatic Implantable Cardioverter Defibrillators (AICDs),
Hyperbaric Oxygen Therapy for advanced diabetic wound care, bariatric surgery, speech therapy,
and home health physical therapy, to name just a few.

Thank you for holding this important hearing. We request the help of the U.S. Congress and President
Biden to provide the necessary funding for the U.S. Territories and their respective Medicaid programs
by eliminating the annual funding caps and implementing the FMAP formula using per capita income the
same way that it is applied in all 50 states. We additionally request your consideration in approving an
increase in funding for prescription drug coverage to low-income seniors and inclusion of the Territories
in the Medicaid Disproportionate Share Hospital (DSH) program.

Sincerely,

Michael W. Cruz, MD, MBA
President & CEO

cc: The Honorable Michael San Nicolas, Congressman, Guam
The Honorable Gregorio Kilili Camacho Sablan, Congressman, Northern Mariana Islands
The Honorable Lourdes Leon Guerrero, Governor of Guam
The Honorable Joshua Tenorio, Lieutenant Governor of Guam
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MICHAL RHYMER-BROWNE
U.S. VIRGIN ISLANDS
Written Testimony of
Michal Rhymer-Browne Assistant Commissioner of the
United States Virgin Islands Department of Human Services
Oversight of the Medicaid Division
Before the House Committee on Energy and Commerce

June 20, 2019

Chairman Pallone, Ranking Member Walden, Ranking Member Burgess and Members of the
Committee:

Thank you for the opportunity to provide testimony on the significant impacts to our
healthcare system and the people of the United States Virgin Islands, considering the impending
Medicaid fiscal funding cliff which will impact us beginning October 1, 2019. I am Michal
Rhymer-Browne, Assistant Commissioner of the Virgin Islands Department of Human Services,
and I have direct oversight of the Medicaid Division. Imust also thank Kimberley Causey-Gomez,
Commissioner Nominee of the V.I. Department of Human Services, who has extended to us her

complete support as we prepared to come to this important Committee meeting today.

On behalf of the Honorable Governor Albert Bryan, Jr. and the more than 100,000
American citizens living in the U.S. Virgin Islands, we bring you greetings, and as we say in the
Virgin Islands, “a pleasant good morning.” As a people, we want to convey our heartfelt gratitude,
appreciation, and thanks for the concern and the support that you and your colleagues in Congress
have provided as we continue to recover from the unprecedented damage caused by Hurricanes
Irma and Maria - two Category 5 Hurricanes, which ravaged the Virgin Islands in September of

2017. We are aresilient people, but my testimony today is truly intended to actualize the empathy
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and to request your continued urgent support to address the critical Federal and local funding crisis
we are facing in our healthcare system on September 30, 2019. By September 30, 2019, we project
to have fully expended the additional $142.5 million in Federal Medicaid funding provided under
the Bipartisan Budget Act of 2018 (BBA) and the 100% Federal matching rate will expire. When
the BBA expires, we will also lose access to the nearly $146.1 million in remaining Federal funding
provided under the Affordable Care Act (ACA). Itis only through this additional federal funding
and the 100% matching rate that we have been able to sustain our healthcare system during these

trying times.

Members of Congress, we need your support to avert catastrophic damage to our Medicaid
program, which will undoubtedly also impact the larger healthcare system. On September 30,
2019, the federal Medicaid matching rate will revert back to the statutorily mandated 55%
matching rate for most of our Medicaid program and the Federal Medicaid funding cap of
approximately 18.8 million will be established. This is not sustainable, given the current state of
our Medicaid program. Since the hurricanes damaging impact in 2017, our Medicaid has been
even more in demand and is now the only major source of medical insurance to persons who are
poor, disabled, pregnant, and elderly. If the Virgin Islands only receives the statutory cap amount
of $18.7 million at the 55% matching rate, that funding is projected to only cover 26% (barely one
quarter) of the Federal funding needed during the fiscal year for the Medicaid expenditures
supported by that cap. This is the Medicaid “fiscal cliff” that we have been warning about for
some time. Once the cap is exhausted, the Virgin Islands would have to fully make up the deficit
in Federal Medicaid funding, as it has in the past, and pay for its Medicaid services with 100%

local funding. That local funding is not available, our citizens will

2
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not be able to receive the essential healthcare they need, and our already fragile healthcare

infrastructure would be further de-stabilized and its recovery would be further delayed.

We believe that there needs to be a permanent statutory fix that addresses the unfair and
disparate treatment all Territories face in their Medicaid programs along the lines of HR 1354,
“The Territories Health Equity Act,” introduced on February 25, 2019, by our Delegate Stacey
Plaskett. We are also encouraged by Bill S. 1773, The Territories Health Equity Act of 2019,
introduced by Senator Bernie Sanders. Bill S. 1773 seeks to correct long-standing inequities in
federal health care funding to the territories, including the U.S. Virgin Islands. However, we
understand from various informal discussions with Congressional and Administration staff that
such a permanent fix may not be possible at this time, especially before September 30, 2019.
However, if a permanent fix is not imminent, we are requesting that the Congress and the
Administration work with us to support the following five-year (Fiscal Years 2020-2024)

Medicaid funding request:

1. 100% federal Medicaid matching rate be extended to the U.S. Virgin Islands for two
additional Federal fiscal years (October 1, 2019 through September 30, 2021). We are
currently projecting that at least $238 million in additional Federal Medicaid funding be
provided during this period, as was done in the BBA 2018. This assumes that other Federal

requirements and funding under the Medicaid program remain in place during this period.

2. At least an additional $377 million in Federal Medicaid funding based upon our current
projections, be provided be provided for three additional fiscal years to the U.S. Virgin

Islands at an 83% Federal matching rate. This would be in lieu of our expected $18.8
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million Medicaid cap. This assumes that other Federal matching requirements and funding
under the Medicaid program remain in place during this period for areas such as CHIP
allotments, MMIS, Eligibility and Enrollment, and Medicare Part D Co-insurance and
deductibles.  After this five-year interim plan, we strongly urge this 83% FMAP be

maintained permanently for the U.S. Virgin Islands.

As we reiterated in previous meetings with the Administration, and in Testimony before
Congress, healthcare funding in the Virgin Islands was under great stress even before the two
hurricanes. The U.S. Virgin Islands Medicaid program has suffered undue financial burden from
an arbitrarily low federal matching rate (FMAP), a correspondingly high local matching
requirement, and the limited capped Federal funding. We have had to contribute a vastly
disproportionate share of our own very limited local funding for our Medicaid Program compared

to that of the States.

We are particularly grateful for the additional Federal funding provided under the ACA
and the temporary disaster-related waiver of the local match and additional Federal funding
provided through the BBA 2018. These actions more than doubled our Medicaid program to over
27,000 individuals from approximately 12,000 individuals in 2012, increased total expenditures
under our Medicaid program to over $120.5 million, provided much needed healthcare services to

our people, and maintained our Medicaid program to continue to operate during these trying times.

However, unless the Congress and the Administration act to support the two requests I have
outlined above before September 30, 2019, the U.S. Virgin Islands will be faced with potentially

catastrophic damage to our Medicaid program and our healthcare system as detailed below:

4
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The U.S. Virgin Islands will have to remove upwards of 15,000 individuals from our
Medicaid program who still need health care services.

We will not be able to continue the outreach to the community to bring into the Medicaid
program those 15,000 to 20,000 additional Virgin Islanders who we believe are eligible for
the program currently but not yet enrolled.

The U.S. Virgin Islands will have to pay for any needed healthcare services with all local
funds that are not available in our budget at this time.

We will face further delays in rebuilding our hospitals and clinics and other healthcare
infrastructure as funds will have to be diverted to pay for needed ongoing day to day
healthcare services.

The U.S. Virgin Islands will have to continue to evacuate even more patients to the
mainland, at increased costs to us, which we are unable to support with local funding as
delays in the rebuilding of our healthcare infrastructure continue.

The Virgin Islands is already considered a health professional shortage area by HHS and
we anticipate that this will be exacerbated with the decrease in Medicaid funding. We will
not be able to expand much needed long-term care support services to our elderly and
disabled population—our most fragile population--as we have no certified nursing homes
in the U.S. Virgin Islands and such care must be provided mainly in the community.

A decrease in Medicaid federal funding will impede our ability to support the mental and
behavioral health crisis we are currently facing in the U.S. Virgin Islands. These funds
are needed to pay providers and reimburse facilities for services provided. We are also
keenly aware that with the added Federal support being provided by our Federal partners

comes additional responsibility on our part to utilize and oversee that support in an efficient
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and effective manner and with full accountability. Towards that end, the U.S. Virgin
Islands has implemented various activities, which will ensure that this accountability

continues:

We implemented the first ever Territory Medicaid Management Information System
(MMIS) in 2013 so our Providers could electronically submit their claims and once the

claims are adjudicated receive payment in thirty (30) days or less.

The U.S. Virgin Islands implemented a Medicaid MAGI compliant on-line Medicaid
eligibility system in July 2017, called the Virgin Island Benefit Eligibility System
(VIBES). This system will be expanded beginning later this year to complete integration

with our other Federal programs like SNAP and TANF.

We implemented a Medicaid Fraud Control Unit (MFCU) in 2018, which is operated by
the Virgin Islands Department of Justice. An MOU was executed between the Virgin
Islands Department of Human Services, and the Department of Justice in December of
2018. This MOU spells out the terms of the operation of the V.I. Medicaid Fraud Control
Unit and describes how both Departments will collaborate to ensure fraud, waste, and abuse

is detected and a corrective plan put in place.

The U.S. Virgin Islands also implemented the Transformed Medicaid Statistical
Information System (TMSIS) with CMS through our Medicaid Management Information

System (MMIS) in 2018 to ensure detailed statistical and financial reporting be provided

-6-
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to the Centers for Medicare & Medicaid Services (CMS). Of the Top 12 Issues listed by
CMS for T-MSIS Phase I, the U.S. Virgin Islands has completed all items and there are no
outstanding issues found as of Friday June 14-2019. The VI's Current Production Run,
April 2019 data set was sent May 17, and all 8 files were accepted and were processed by
CMS. We have begun Phase II of the T-MSIS implementation, and of the Top 23 Issues
listed by CMS for Phase II, VI has completed all items and there are also no issues found

as of Friday June 14, 2019.

An Expression of Interest Form was completed and submitted to the Medicaid Innovation
Accelerator Program (IAP) on December 3, 2018. The goal for this IAP opportunity is to
support the VI Medicaid Program in our Medicaid delivery system reform efforts by
improving our Data Analytic Capacity. The Kickoff Data Analytic call was on April 24
2019. A Data Analytic Cohort Work Plan has consequently been developed. Seven Virgin
Islands Medicaid staff members are currently listed as team members to include a Systems
Analyst, FEligibility & Enrollment staff, Quality Control, Claims, Clinical, and
Management level staff. The IAP will assist the V.I. Medicaid Program in developing an
analytic strategy for analyzing our Medicaid Program. It will also assist the V.I. Medicaid
Program to use data to drive programmatic decision making improving statistical
programming and data modeling skills. The IAP will also facilitate the integration of

Medicaid data with other data sets.
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o We will shortly be completing cost report audit reconciliations for our two hospitals and
two Federally Qualified Health Centers (FQHCs) to bring those audits and reconciliations
current. We will also begin the audit and reconciliation process for our Department of

Health Clinics.

e The U.S. Virgin Islands Medicaid Program submitted an IAPD to the U.S. Department of
Health and Human Services last week requesting close to  $15 million to implement a

territory wide health information exchange system.

e Program Integrity in the V.I. Medicaid Program is extremely important. To further
enhance our Program Integrity, A Joint Operating Agreement (JOA) was signed between
the Southeastern Unified Program Integrity Contractor (SE UPIC) and the Medical
Assistance Program (MAP), dated March 21, 2019. The purpose of Medicaid Program
Integrity Coordination is to work with the Virgin Islands Medicaid program to identify
potential fraud, waste, and abuse. Medicaid program integrity is a collaborative effort
between CMS, SE UPIC (under contract to CMS), US Virgin Islands Dept. of Human
Services — Medical Assistance Program and the established Virgin Islands Medicaid Fraud

Control Unit

We believe that all these activities indicate our strong ongoing commitment to ensuring the
integrity of our programs and our responsible stewardship of the Federal Medicaid funding that
we receive. The U.S. Virgin Islands is also committed to the ongoing improvement of program
integrity, transparency, and efficiency and the Federal funding outlined above is needed to

continue these efforts and maintain our programs.

8-
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The positive impact of the BBA 100% FMAP funding has enabled V.I. Medicaid to
literally save lives and improve the quality of life for thousands of Virgin Islanders. Without this
funding, we would not have been able to facilitate off island medical care for MAP members who
have been diagnosed with extremely complex cancer disease, severe orthopedic conditions, and to
save the lives of those members who experienced traumatic physical injuries, which required
specialized medical care not currently available in our territory’s hospital facilities. Please note
that our hospitals are still in compromised physical states caused by Hurricanes Irma and Maria in
2017. As we fast approach the end of our FY 2019 BBA funding, V.I. Medicaid Director, Gary
Smith, and his staff, are already being faced with fiscal challenges in being able to make timely
payments to our Medicaid Providers. It is painfully obvious that we are already approaching the
“Medicaid CHff” and the ramifications for the health and well-being of our most vulnerable

population of U.S. citizens who reside in the U.S. Virgin Islands are severe.

For the forgoing reasons, 1 strongly urge the Congress, in conjunction with the
Administration, to promptly act on this matter of critical urgency to the people of the U.S. Virgin
Islands. The enactment of our proposal will serve to enable us to continue to provide urgent health
care services to our citizens while we work to rebuild our health care infrastructure and economic
viability, and will serve to provide a temporary and a more permanent solution to the disparate,

arbitrary, and unfair treatment that the Territories continue to receive under the Medicaid Program.

Given the very short time remaining in this fiscal year, and the need for the U.S. Virgin
Islands and other Territories to be able to reliably and predictably plan their upcoming internal
Medicaid program changes and budget request, I ask that you address this issue in the next

available legislative vehicle.
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I appreciate the opportunity to share the Virgin Islands views with you. We look forward
to working together with you to address the immediate issue of the impending Medicaid fiscal
funding cliff and we look forward to collaborating with you on achieving a permanent solution
that can finally eliminate the unequal treatment of Virgin Islands and the other Territories under
the Medicaid Program and provide parity for Medicaid enrollees and the full benefits of the Federal

Medicaid program for our citizens and our providers.

Thank you for your consideration and attention to these urgent matters. I am honored to be

here and open to answer any questions you may have.
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STATEMENT OF
SANDRA KING YOUNG
AMERICAN SAMOA MEDICAID DIRECTOR
SUBMITTED TO THE
HOUSE ENERGY AND COMMERCE COMMITTEE
SUBCOMMITTEE ON HEALTH
U.S. HOUSE OF REPRESENTATIVES — JUNE 20, 2019

Honorable Chair Pallone, Ranking Member McMorris Rodgers, Subcommittee Chair
Eshoo and Subcommittee Ranking Member Guthrie and Members of the Energy and Committee.
On behalf of Governor Lemanu Peleti Mauga, Lt. Governor Talauega Eleasalo Va’alele Ale, the
American Samoa Government and our people, thank you for the opportunity to submit to the
Committee this written testimony to provide input on the subject matter of this hearing,
“Averting a Crisis: Protecting Access to Health Care in the U.S. territories.”

Further Consolidated Appropriations Act (FCAA), 2020 and Families First Coronavirus
Response Act (FFCRA)

In December 2020, for the first time in the history of the Medicaid program in American
Samoa, the Further Consolidated Appropriations Act provided a historical increase to U.S.
territories capped annual allotments and increased the FMAP to 83% up from 55%. The FFCRA
provided an additional $2.3 million in funding and 6.2% to the FMAP increasing the FMAP to
89.2%—essentially lowering the local match requirement to 10.8%.

The annual funding increase of $86.3 million and the 89.2% FMARP increases were a
tremendous help to the American Samoa. It gave the territory the breathing room it needed to
pay its medical bills and to provide comprehensive medical treatment to patients as permitted
under the Medicaid State Plan. Due to the limited local match and the uncertain future of the
territory’s Medicaid funding ending in FY2021, the Medicaid agency was still unable to increase
services and expand the territory’s provider network without a permanent, reliable and stable
funding stream.

Again, American Samoa and the other U.S. territories will face another funding cliff at
the end of FY2021. Without an extension on this $84 million in funding for American Samoa,
The AS Medicaid program will have to suspend all medical care services outside of the hospital.
The hospital itself will face a funding shortfall of $15 million.

The consolidated appropriations law required the tertitory to comply with specified
reporting and program integrity actions. To date, American Samoa continues to work with the
Centers for Medicare and Medicaid Services (CMS) on program integrity policies and
procedures to implement oversight responsibilities on existing and future providers. The
Medicaid agency appointed a Program Integrity Manager who is the Point of Contact for all
program integrity activities. Because the American Samoa Medicaid State Agency administers a
small Medicaid program with only four providers, CMS under the territory’s 1902(j) waived the
requirement of establishing a Medicaid Fraud Control Unit in lieu of appointing a Program
Integrity Manager and creating a Program Integrity Division in the Medicaid office. American
Samoa’s end of the year report is forthcoming shortly to the Committee.

Challenge due to the Limited Local Match

Page 1 of 4
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Although much gratitude is extended to the Congress for the increase in the territory’s
Medicaid funding, the key problem that remained was the government’s inability to increase the
focal match that was needed to increase services. While the American Samoa government’s
annual Medicaid funding was increased from $11 million to $84 million each for FY2020 and
FY2021, the local match funding remained at $2 million for FY2020 (level funding from 2018
and 2019). The Medicaid program was able to stretch its $2 million for it’s three providers; the
Off-island referral program, the FQHC, the DMEPOS and the Medicare co-pay services. The
LBJ Hospital received $26.2 million and the remaining providers received $2.8 million due to
the reduction in services because of the closed borders policy. At the end of FY2020, the
Medicaid agency returned $52.5 million back to the U.S. Treasury as it was unable to expend it
due to the limited local match and the closed borders in 2020.

Under the new administration of Governor Lemanu and Lt. Governor Talauega, the local
match funding remains at $2 million as appropriated by the local legislature {a.k.a. Fono) for
FY2021. However, the Governor and Lt. Governor are deeply committed to increasing the local
match from local revenues as needed by the Medicaid program for FY2021—until the next
budget cycle when they can submit a new budget statutorily increasing the Medicaid program’s
local match in FY2022.

COVID-19 Impact

On March 26, 2020, to prevent the COVID from entering the territory, the American
Samoa government adopted a strict border closure policy. All incoming and outgoing
commercial, government and private transportation services were suspended. The mobility of
people in and out of American Samoa was essentially prohibited. This policy was maintained
through the end of the last administration until February 1, 2021, when the new administration
under Governor Lemanu and Lt. Governor Talauega, began repatriation flights from the U.S.
American Samoa had closed its borders for nearly one year. The closed border policy, although
it protected the territory from exposure to COVID, it had a devastating financial, emotional and
psychological impact on families separated for eleven months.

Impact of border closure on medical care services

COVID caused the closure of not only the American Samoa borders, but also New
Zealand which is the medical referral destination for American Samoa patients. For several
months, emergency medical charters were suspended until COVID was under control in NZ and
all non-emergency/elective medical treatments were prohibited. With the AS and NZ borders
closed, AS patients needing medically necessary care not available on island were denied access
to life-saving medical treatment. The Medicaid agency proposed and received approved from
the Governor to facilitate a medical charter to Honolulu, HI, to allow patients to travel one-way
to the U.S. for non-emergency medically necessary care. The return of medical referral patients
was not guaranteed until such time American Samoa would be ready to open up its borders.
Since tAS and NZ border closures, Medicaid has carried out five AirBus330 medical charters
from American Samoa to Honolulu to transport 779 patients and their medical escorts to the US
for medical care. With the newly operated repatriation flights from the U.S. into American
Samoa, Medicaid has begun the repatriation of patients previously referred off-island.
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Congressional Action Needed to Strengthen the Territories Health Care Systems

(1) Create a permanent funding stream for the territory’s Medicaid programs.

{2) Waive the FMARP for the territory’s whose local funds are insufficient to meet the
local match requirement.

{3) In the absence of waiving the FMAP, permanently set the FMAP for the territories at
83%.

Congress must allow the territories to use the same poverty level formula to set our
FMAPs as is used by the states. The territories are subjected to an arbitrary percentage that
makes no sense, since the territories are some of the poorest jurisdictions in the nation. The
territories FMAP is similar to the wealthiest states in the country but if the FMAP formula were
applied the same way as the states, American Samoa would have approximately an 70-80%
federal FMAP rather than the current 55%.

Both the annual cap and the FMAP must be addressed simultaneously. Fixing one and
not the other will not help American Samoa or the other territories now and in the future. Lifting
or raising only the cap won’t be sustainable for us if the local FMAP match remains high and our
governments cannot raise the local revenues to draw the increased federal funds. Raising only
the FMAP without raising the cap simply means that we will exhaust our block grant faster like
in the 1% or 2™ quarter. These two steps are interdependent and must be addressed together.

Absent an increase in the statutory cap placed on the territories or the lifting of the cap,
American Samoa will be forced to suspend all new Medicaid benefits and reserve its Section
1108 funding for the LBJ hospital. We will suspend our off-island program to New Zealand that
has been a life-saving program for many of our patients who otherwise would not be alive today
had it not been for the increased annual funding.

Caveat for American Samoa’s 1902(j) Waiver

A question has been asked whether the territories want to be treated like the states. It
depends. For American Samoa similar to the Commonwealth of the Northern Marianas Islands,
we have a 1902(}) waiver that has provided our program much relief from federal regulation that
does not make sense for our small island government or our small program. This waiver allows
our program to be innovative in how to manage our limited funding and it also allows us to
waive certain federal Medicaid regulations that don’t apply to our program or are fiscally
unsupported. The federal regulations that the states are subject to are extremely rigorous and
appropriate for billion-dollar budgets and millions of people. But American Samoa has a small
population with a presumptive eligibility program, four providers and with a very small
Medicaid budget in the world of Medicaid funding. A lot of federal regulations do not make
sense for American Samoa. However, depending on what Congress decides to do with the lifting
or raising of our block grant and the FMAP, that may help determine how much we should be
treated like a state. We understand and support the principles of program integrity and we
welcome efforts in promoting accountability. We only ask that we are given any opportunities to
provide input on potential legislation that will impact our program because of its unique
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characteristics. For now, American Samoa requests that we maintain our 1902(j) waiver but we
are open to deliberations on this issue if it helps move our program forward in a sustainable
manner.

Background American Samoa’s Health Care System and Medicaid Program

American Samoa (AS) is located half-way between Hawaii and New Zealand and is a
two-to-three days travel by air to Washington, D.C. Our five inhabited islands have only one
hospital with 150 beds and five community health clinics under the umbrella of the Federally
Qualified Health Centers. The hospital does not have an MRI machine so all diagnostic needs
requiring an MRI scan need to be done off-island. The hospital serves approximately 55,000
people and it is located on the main island and two of the clinics are located on two of the outer
islands. Any emergency or acute care cases from the outlying islands must be transferred to the
main island via boat or airplane. Medically necessary or emergency care that is not available on
island must be referred off-island to New Zealand (NZ) or Hawaii (HI). AS patients are sent to
NZ where the medical care is affordable. In the case of AS, Medicaid is the territory’s health
insurance plan.

The AS Medicaid program was approved in 1982 with a special 1902(j) waiver where the
only provisions of federal law that cannot be waived by AS are the FMAP rate, the cap and the
mandatory medical benefits. These two statutory barriers have caused significant hardships for
our government. This prohibition against waiving the capped funding and the FMAP has had an
unintended effect which basically puts AS in a compromising position of not being able to
provide coverage for all the mandatory medical benefits—as mandated by the Social Security
Act. In addition to not being able to cover all the mandatory medical benefits, our territory
cannot fully cover the medical benefits that we do provide. When our block grant is exhausted in
the second quarter, the local government must find supplemental appropriations to cover the
shortfall. In essence this further increases our local match outlays to as high at 80% and for a
poor territory, this is an extremely heavy and unsustainable financial obligation.

Conclusion

The American Samoa government and Medicaid agency look forward to working with
the Committee to provide it with any information it needs to address these issues for American
Samoa and our sister territories. Thank you again Chairs Pallone and Eshoo, Ranking Member
Rodgers and Guthrie, and the members of this committee for the opportunity to submit this
written testimony.
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Medicaid in Puerto Rico: Differences from the States

I Eligibility

In Puerto Rico, just under 50% of individuals live below the poverty line and receive health
care coverage through the Medicaid program.! While the percentage of Puerto Ricans enrolled
in Medicaid is already higher than in any state,? eligibility is determined based on the Puerto Rico
Poverty Level (“PRPL”), rather than the federal poverty level (“FPL”) and is only 40% of the FPL.?
Therefore, Puerto Ricans eligible for Medicaid are significantly poorer than individuals eligible for
Medicaid in the states and a significantly larger share of the Puerto Rican population would be
eligible for Medicaid if the FPL applied. For example, a family of four in Puerto Rico would be
eligible for Medicaid only if its modified adjusted gross income was $11,316 or lower, whereas a
family of four in the states would be eligible if its modified adjust gross income was $26,500 or
lower.*

1. Capped Federal Funding

The federal share of Puerto Rico’s Medicaid funding is capped and varies by year based on
Congressional appropriation. The statutorily capped federal share leaves a significant gap
compared to what the federal government would contribute to a State’s Medicaid program. In
order to mitigate this funding shortfall, which in 2019 was $2.433 billion, Congress has
intermittently provided stopgap federal funding to help, generally related to broader national
policy efforts or to help respond to specific crises in Puerto Rico.> One such example was in 2011
when the Affordable Care Act made $5.4 billion available to the program between 2011 and
2019,° and most recently Congress increased Puerto Rico’s 2020 federal funding from $375.1
million to $2.7 billion and its 2021 federal funding from $383.7 million to $2.8 billion.” There has
been no additional funding allocated past 2021, so under current law Puerto Rico will receive
only $392.5 million in 2022, producing an even larger funding gap than in 2019.2

. Incomplete Mandatory Benefits

According to a U.S. Government Accountability Office report, Puerto Rico is unable to offer 6
of the 15° mandatory Medicaid benefits required under the Social Security Act because existing

1 See Medicaid.gov, Puerto Rico: Medicaid Overview, available at https://www.medicaid.gov/state-overviews/puerto-rico.html.

2 See Medicaid.gov, Percentage of Population Enrolled in Medicaid or CHIP by State, available at https://www.medicaid.gov/state-
overviews/scorecard/percentage-of-population-enrolled-medicaid-or-chip-state/index.html; MACPAC, Medicaid and CHIP in Puerto Rico, p. 2
(Feb. 2021) available at https:,
3 See MACPAC, supra note 2, at 1; Katie Perreira et al., Environmental Scan of Puerto Rico’s Health Care Infrastructure, p. 14, The Urban Institute
(Jan. 2017) available at https://www.urban.org/research/publication/environmental-scan-puerto-ricos-health-care-

infrastructure/view/full report.

4 See id.

°See e.g., 42 U.S.C. 1308(g); P.L. 116-94 (“Further Consolidated Appropriations Act, 2020”); P.L. 116-94 (“Families First Coronavirus Response
Act”).

642 U.S.C. 1308(g); see id.

7P.L. 116-94; P.L. 116-94; see MACPAC, supra note 2, at 3.

8 See MACPAC, supra note 2, at 4.

9 There is debate as to whether there are 15 or 17 mandatory Medicaid benefits. The two not included in the below chart are “medical or
surgical services by a dentist” and “emergency services for certain legalized aliens and undocumented aliens.” Puerto Rico covers dental
services but not emergency services for aliens. See U.S. Government Accountability Office, Medicaid and CHIP: Increased Funding in U.S.
Territories Merits Improved Program Integrity Efforts, p. 12 (April 2016) available at https://www.gao.gov/assets/gao-16-324.pdf.

1
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Medicaid in Puerto Rico: Differences from the States

federal funding is insufficient to support a comprehensive program.'® Mandatory benefits not
covered in Puerto Rico include non-emergency medical transportation, nursing facility services,
certified pediatric and family nurse practitioner services, nurse midwife services, nursing facility
services for individuals aged 21 or older, freestanding birth center services, and emergency
medical services for non-citizens.!

Mandatory Benefits
Inpatient hospital services Federally qualified health center services

Outpatient hospital services Laboratory and X-ray services

EPSDT: Early and Periodic Screening, Diagnostic, | Family planning services
and Treatment Services

Nursing Facility Services* Nurse Midwife services*

Home health services* Certified Pediatric and Family Nurse Practitioner
services*

Physician services Freestanding Birth Center services (when licensed

or otherwise recognized by the state)*

Rural health clinic services Non-Emergency Transportation to medical care*

Tobacco cessation counseling for pregnant | *Mandatory benefits not covered by Puerto Rico’s Medicaid
women program

V. The Lack of Medicare Cost-Sharing Assistance

While Medicaid in Puerto Rico is able to provide Medicare Part A and B cost-sharing
assistance to fully dual eligible members,’3 unlike the states, Puerto Rico is not required to, and
does not, offer a Medicare Savings Program (“MSP”) to aid other elderly Medicare beneficiaries
in affording premiums and cost-sharing.!* The MSP provides premium and cost-sharing
assistance to partial-benefit dual-eligible Medicare-Medicaid beneficiaries.’® This cost-sharing
assistance is crucial for low-income elderly Medicare beneficiaries to afford outpatient care
because under traditional Medicare, beneficiaries’ out-of-pocket spending is not capped.!®

10 See id.
11 See id.
125.5.A. § 1905(a); Medicaid.gov, Mandatory & Optional Medicaid Benefits, available at
https://www.medicaid.gov/medicaid/benefits/mandatory-optional-medicaid-benefits/index.html.
2 Dual eligible refers to beneficiaries who fully qualify for both Medicaid and Medicare. 45% of Medicare beneficiaries in Puerto Rico are dual
eligible, compared with a national average of 18%. See Kaiser Family Foundation, Dual Eligibles as a Percent of Total Medicare Beneficiaries
(2019) available at https://www.kff.org/medicaid/state-indicator/duals-as-a-of-medicare-
beneficiaries/?currentTimeframe=0&sortModel=%7B%22colld%22:%22Location%22,%22s0rt%22:%22asc%22%7D
1 5.5.A. § 1905(p)(4)(A); see Puerto Rico State Plan, p. 23 (May 1993) available at
https://www.medicaid.pr.gov/pdf/stateplan/08 SPA Attachl.pdf; MACPAC, supra note 2, at 3.
1542 U.S.C.A. § 1320b-14.
16 See Laura Keohane et al., Medicare Advantage Members’ Expected Out-Of-Pocket Spending For Inpatient and Skilled Nursing Facility Services,
34 Health Affairs (2015) available at
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4681704/#:~:text=Traditional%20Medicare%20does%20not%200ffer,out%2Dof%2 Dpocket%2
Oexpenses.&text=Additional%20programs%20protect%20low%2Dincome,traditional%20Medicare%20and%20MA%20plans.
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Medicaid in Puerto Rico: Differences from the States

Further, unlike the states, residents of Puerto Rico are not automatically enrolled in Medicare
Part B.Y

V. No Prescription Drug Subsidy

Unlike low-income seniors in the states, residents of Puerto Rico are not eligible for the
Medicare Part D low-income subsidy (“LIS”).28 The LIS, also known as “Extra Help”, is available to
low-income Medicare beneficiaries with incomes up to 150% of the FPL and provides an
approximate $5,000 annual value to assist beneficiaries in affording prescription drugs.!®

Instead of permitting Medicare beneficiaries in Puerto Rico to utilize the LIS, the Social
Security Act creates a separate drug subsidy to the Puerto Rico Medicaid program called the
Enhanced Allotment Program (“EAP”), which provides a more limited amount of funding to
reduce prescription drug expenses for dual eligibles.?° Federal EAP funds must be matched at
Puerto Rico’s normal Medicaid matching rate, up to a defined cap.2! While the EAP uses the same
matching rate as Puerto Rico’s general federal match, EAP expenditures do not count toward the
cap on general federal Medicaid dollars, and may only be used for prescription drug assistance.??

Puerto Rico’s EAP funding is between $40-50 million annually, which is substantially less
money per capita than would be allotted under the LIS available to the states.?> Because EAP
funding is provided based on a federal match, Puerto Rico often cannot afford to appropriate
enough to receive the full match up to the EAP cap, and therefore does not utilize the entire pot
of federal funding, in spite of its beneficiaries’ need for the subsidy money.?*

March 15, 2021

175.5.A. § 1837(f).

18.5,5.A. § 1860D-14(a)(3)(F); S.S.A. § 1935(e)(1)(A).

19 See Social Security Administration, Understanding the Extra Help with Your Medicare Prescription Drug Plan, p. 1 (Feb. 2021) available at
https://www.ssa.gov/pubs/EN-05-10508.pdf; 114™" Congress, Congressional Task Force on Economic Growth in Puerto Rico: Report to the House
and Senate, p. 26 (Dec. 2016) available at

https://www finance.senate.gov/imo/media/doc/Bipartisan%20Congressional%20Task%20Force%200n%20Economic%20Growth%20in%20Pue

rto%20Rico%20Releases%20Final%20Report.pdf.
20/d.

1 See id.

25,5.A.§1935(e)(1)(A).

23 See 114" Congress, supra note 19, at 26.

2 See id.

Prepared by Epstein Becker & Green, P.C.
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Fachcic ]slands Frimar Care Association
Y

Board of Directors

President

Nena Tolenoa

Kosrae Community Health Center
Kosrae, Federated States of
Micronesia

Vice President

Vincent Castro

Kagman Community Health
Center

Commonwealth of the Northern
Mariana Islands

Secretary

Dr. Josephine Saimon
Pohnpei Community Health
Center

Pohnpei, Federated States of
Micronesia

Treasurer
Dr. Louisa Santos
Pacific Basin Dental Association

Lele Ah Mu
American Pacific Nursing
Leaders’ Council

Elisapeta Ponausuia
American Samoa Community
Health Center

American Samoa

Dr. James Yaingeluo

Chuuk Community Health Center
Chuuk, Federated States of
Micronesia

Glorine Jeadrik
Ebeye Community Health Center
Republic of the Marshall Islands

Kathleen Mae C. Fernandez
Guam Community Health Centers
Guam

Tom Nadeau
Northern Pacific Environmental
Health Association

Everlynn Joy Temengil
Pacific Behavioral Health
Collaborating Council

Dr. Robert Maddison
Pacific Basin Medical Association

Esther Muna
Pacific Island Health Officers’
Association

Edolem Ikerdeu
Palau Community Health Center
Republic of Palau

John Gilmatam

Wa'ab Community Health Center
Yap, Federated States of
Micronesia

Honolulu Office Regional Office

737 Bishop Street, Suite 2075 Marina Heights |I, Suite 208
Honolulu HI 96813-3211 PO Box 5617 CHRB

Phone: 808-537-5855 Saipan, MP 96950

Fax: 808-537-6868 Phone: 670-322-5617

Website: pacificislandspca.org
E-mail: info@pacificislandspca.org

March 10, 2021

House Energy and Commerce Committee
Subcommittee on Health

2125 Rayburn House Office Building
Washington, DC 20515

Re: Insular Area Medicaid Parity Act (H.R. 265)

Dear Congressional Leaders,

As the organization representing the nine Pacific region’s Federally Qualified Health
Centers (FQHCs) and the 73,826 medically-underserved patients they serve, the Pacific
Islands Primary Care Association (PIPCA) supports the Insular Area Medicaid Parity Act
(H.R. 265). PIPCA is committed to supporting and promoting the improvement and
expansion of quality primary care capacity of FQHCs in the US affiliated Pacific Islands,
including Guam, Commonwealth of the Northern Mariana Islands and American Samoa.

The Insular Area Medicaid Parity Act will resolve many of the Medicaid coverage
disparities currently faced by those in the territories. T urge you to consider the following:

e Americans in the territories are no less American than those living in the US states.
All U.S. citizens must be treated fairly and equitably regardless of the location of
their American home.

o The territories will face the same Medicaid “cliff” for which a band-aid solution
was made in 2019. A long-term solution is needed. Eliminate the cap, increase the
FMAP.

o For the disaster-prone island territories, Medicaid financing must be responsive,
becoming easier for Americans to access when they are most vulnerable without
needing to wait for additional appropriations from Congress.

e Medicaid is built as a counter-cyclical program: its federal support expands to meet
rising needs during an economic downturn. However, for the territories, Medicaid
program funding is stagnant regardless of economic conditions.

e The 1108 cap on federal contribution and low federal matching rate for territory
Medicaid programs are arbitrary — the funding disparity is not supported by fair or
substantial cause.

e Equal treatment for territory Medicaid programs would enable the insular areas to
keep their health care system on its current positive trajectory.

e Medicaid reimbursement is a critical source of revenue for health care service
providers. Adequate Medicaid financing has a direct impact on the availability of
health care services for all residents in the territories.

Twrite today in support of HR 265 and to ask for your support to ensure that the
Americans living in the territories are afforded fair and equitable treatment under the
Medicaid program. Many covered entities are struggling with severe financial losses as a
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result of the COVID-19 pandemic. They cannot afford to be unfairly treated when providing the healthcare
their patients need.

Thank you very much for your prompt consideration of this important matter.

Sincerely,

ecutive Director
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= MMAPA

March 17, 2021

The Honorable Anna Eshoo

Chairwoman

Subcommittee on Health

U.S. House Committee on Energy and Commerce
Washington, DC 20510

The Honorable Brett Guthrie

Ranking Member

Subcommittee on Health

U.S. House Committee on Energy and Commerce
Washington, DC 20510

Dear Chairwoman Eshoo and Ranking Member Guthrie:

The Medicaid and Medicare Advantage Products Association of Puerto Rico (“MMAPA”)
applauds your convening the hearing today on "Averting a Crisis: Protecting Access to Health
Care in the U.S. Territories." We offer the views below in strong support of permanent solutions
to the long-standing inequities in Puerto Rico’s treatment under federal health care laws,
particularly Medicaid and Medicare Advantage.

About MMAPA

MMAPA is a non-profit, member-driven trade association composed of the leading Medicaid and
Medicare Advantage organizations in Puerto Rico: First Medical, Humana, MCS, MMM/PMC,
Plan de Salud Menonita, and Triple-S Advantage. Founded in 2009, MMAPA advocates for
increased government investment in the Puerto Rican health care system. MMAPA's mission is
to develop policy proposals that sustain and improve funding for Medicaid and Medicare
Advantage beneficiaries and the Puerto Rican health care system at large. To achieve this,
MMAPA members educate, advocate to, and collaborate with local and federal officials to stabilize
and increase investments in the island's health care system.

Medicaid

The 1.4 million U.S. citizens in Puerto Rico who rely on Medicaid face an immediate crisis: over
75% of the federal funding for the program will evaporate on October 1, 2021 unless Congress
acts this year.

Current federal law caps Puerto Rico Medicaid funding and contributes at a far lower federal
matching rate than if Puerto Rico were treated like a state. This longstanding inequitable treatment
leads to less care, lower reimbursement to providers, and reduced access to coverage. In recent
years, Congress has intervened and provided short-term legislation to increase funding and a
higher matching rate. Most recently, Congress provided $5.7 billion for 2020 and 2021, as well as
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an increase in the federal matching rate to 76%, rather than the statutory 55% matching rate.
Current short-term funding expires on September 30, 2021, at which time funding will revert to
the statutory amount of approximately $392 million and a 55% matching rate.

The situation on the ground commands Congress’s attention. 43% of Puerto Ricans are living in
poverty, compared to just 13% in the states. Puerto Rico's population has significantly higher rates
of hypertension, diabetes, asthma, HIV/AIDS, and other medical conditions. This situation could
make Puerto Rico an important test case for demonstrating the value of addressing the social
determinants of health. Instead, however, due to unpredictable and insufficient funding Puerto
Rico continues to lag in long-term investments in its fragile healthcare system. An attached white
paper delineates the differences between the Medicaid program in Puerto Rico and the states.

While MMAPA deeply appreciates the funding Congress has provided to the Island’s Medicaid
program in recent years, the time to provide certainty is now. The simplest and most equitable
manner to do this is by removing the statutory cap on funding and permitting a federal matching
rate on par with the states, and we endorse that approach. Recognizing fiscal realities, however,
we would welcome the opportunity to discuss other approaches so long as they would adequately
address the enormous needs of the U.S. citizens of Puerto Rico and also provide the long-term
funding needed to invest in critical health and wellness programs. In doing so, as we have in the
past, we are prepared to partner with Congress and the Puerto Rico government to enact and abide
by all appropriate program integrity safeguards.

Medicare Advantage

It is impossible to have a discussion about Puerto Rico’s healthcare system without also evaluating
the needs of its Medicare Advantage program. Medicare Advantage (MA) is a cornerstone
healthcare program that sustains patients and providers in Puerto Rico, particularly for the 280,000
elderly Medicaid beneficiaries enrolled in MA Dual Eligible Special Needs Plans (D-SNPs). It is
largely because of the shortfalls in Medicaid funding that the MA program plays an outsize role in
providing stable health care in Puerto Rico.

Puerto Rico Distribution of Health Care Coverage - 2020 Estimate

Traditional
Medicare FFS__

149,000 (5%) Medicare Advantage

" 321,000 (12%)

Medicare Advantage
Dual Eligibles - Platino
280,000 (10%)

Commercial
1,000,000
(36%)

Medicaid - Vital
1,020,000 (37%)
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80% of Medicare beneficiaries in Puerto Rico choose MA, leading to an enrolled population of
approximately 601,000 in 2020, the 8th largest MA population in the U.S. Due to the high local
poverty rate and lack of availability of certain subsidy programs offered in the U.S., many low-
income seniors cannot afford Medicare Part B or Part D premiums, therefore MA plans are an
essential option to access outpatient medical and prescription drug services. MA plans serve many
of our most vulnerable residents, including the 98% of dual eligibles who have chosen to receive
their Medicaid benefits through an MA plan. Stability in the MA program is therefore essential to
the sustainability of the entire Puerto Rico health care system.

Estimated Distribution of Health Care Resources

Traditional Medicare
FES - 4%

Commercial Medicare
19% Advantage/ Part D
24%

edicare Advantage
Dual Eligibles -

Platino
31%

Medicaid - Vital

Source: National Associatis Insurance C

MA plans strive to support the Puerto Rico health care system in spite of the fact that MA rates in
Puerto Rico have been falling behind the national average for 7 years. Historic inequities in the
structure of Puerto Rico’s health care system have depressed MA benchmarks to levels that are
inconsistent with MA funding in other parts of the United States. Puerto Rico’s MA rates are now
41% below the national average and 23% below the rates in the US Virgin Islands.

~ Average MA Benchmarks 2011 -2022
Simple Average of County MA Benchmarks ($)
@ 0% Star Bonus

1036

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

~PR —Uus —NY ~FL —Hawali —Uusvi

Source: icaid and Medic Ad Prod iation of Puerto Rico
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In spite of limited discretionary relief from CMS, the gap is widening between Puerto Rico MA
benchmatks and those in the states. This funding disparity is compounded by the statutory
dispatity of Puerto Rico beirg excluded from the Medicare Part D Low Income Subsidy, which
would enhance pharmacy benefits for approximately 400,000 beneficiaries.

Part of averting a crisis and protecting access to health care in Puerto Rico is preventing MA rates
from falling further behind the national average. We urge Congtess to establish a Minimum
Standard Benchmark in the MA program that would ensure Puerto Rico rates are more in line with
geographic and statistical norms. Reforming MA payment issues now will (1) immediately
enhance the quality of care for dual eligibles and other vulnerable Medicare beneficiaries, (2)
motivate residents and key healtheare providers in the island to-forgo additional migration to the
mainland, and (3) encourage future investment in Puerto Rico’s healtheare system infrastructure;
all of which are urgently needed.

MMAPA has worked closely with Resident Commission Jenniffer Gonzalez to address the MA
and related Puerto Rico health care disparities over the last several years. We want to thank her
for het thoughitful work in this area and on all aspects of Puerto Rico’s fragile healthcare system.
We highly recommend that the subcommittee consider her legislation in these areas as soon as
possible.

Again, MMAPA greatly appreciates the opportunity to present these views. We stand ready to
assist the subcommittee in any way we can to provide meaningful, long-term legislative solutions
to Pueito Rico’s health care issues.

Sincerely,

Presidént and CEO, Triple S Management Corporation
President, MMAPA

Attachment
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Introduction

The National Association of Medicaid Directors (NAMD)
serves Medicaid Directors from all 5O states, the District of
Columbia, and the five U.S. territories: American Samoa, the
Commonwealth of the Northern Mariana Islands (CNMI),
Guam, Puerto Rico, and the U.S. Virgin Islands.

Each year, NAMD administers its Operations Survey

to Medicaid Directors in the 50 states and District of
Columbia, and presents the information collected in an
annual Operations Survey Report. For the first time, NAMD
administered a new, territory-specific survey to the five US.
territories for FY 2018. This survey is NAMD's first attempt
to help elevate awareness and appreciation of the unique
nature of the territories’ programs as well as the unique
financial challenges they face.

Just as the US. territories’ Medicaid programs differ from
that of the states, they also differ drastically from each
other, especially in population size, and therefore also in the
number of beneficiaries (as of September 2017)"

m Puerto Rico (1.2 million beneficiaries)

m American Samoa (41,000 beneficiaries)

m Guam (35,000 beneficiaries)

m US Virgin Islands (23,000 beneficiaries)

m Commonwealth of the Northern Mariana Islands
(17,000 beneficiaries)

Additionally, the territories have distinct standards and
processes for determining eligibility. Guam, Puerto Rico and
the US Virgin Islands are permitted to use the local poverty
level to establish income-based eligibility for Medicaid, and
are exempt from statutory requirements to provide poverty-
related eligibility to children and pregnant women, as well
as qualified Medicare beneficiaries. CNM| uses the income
and resource requirements for the federal Supplemental
Security Income (SSI) program to automatically qualify
people for Medicaid. In American Samoa, Medicaid pays for
care provided at a specified medical center in proportion

to the number of residents with incomes below Medicaid
income eligibility standards. For that reason, eligibility is not
individually determined. There are also differences in what
benefits are provided, the structure of delivery systems, and
much more. For a more detailed analysis of the differences
between the territories’ programs, please see MACPAC's
Fact Sheet from July 20192

This survey is NAMD's first attempt to help
elevate awareness and appreciation of the
unique nature of the territories’ programs
as well as the unique financial challenges
they face.

NAMD First Annual Survey of Territory Medicaid Directors ——— — 2«
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Medicaid Directors and their

Programs in the U.S. Territories

In April 2019, the median territory Director tenure was 24
months (Figure 1) with three of the Directors having started
in 2017, and the other two Directors having served for

over 6 years. While this is slightly higher than the median
tenure for the states, which was 21 months for FY 2018, it

is still a short amount of time, which reflects a number of
factors, including, but not limited to, turnover of political
administrations, changes in program priorities, low salary,
private sector opportunities and burnout.

In FY 2018, the salaries of Medicaid Directors in the
U.S. territories averaged approximately $67,000. The
salaries of Medicaid Directors in the States averaged
approximately $145,000.

Asisalso true in the states, in the territories, Medicaid
Directors have a wide variety of reporting structures within
their territorial government. In 2018, two of the territory
Directors reported directly to the Governor or Governor's
office, one Director reported directly to a cabinet-level leader,

Figure 1. Territory Medicaid Director
Tenure as of April 2019

10+ vears [ ED
svears [JED

2-4 Years

Less than a Year
(0] 1 2 3

Number of Years

Number of Directors

NAMD First Annual Survey of Territory Medicaid Directors

and the remaining two reported to someone who reports to

a cabinet-level leader. (Figure 2)

All the Medicaid Directors reported that there are some
expertise and knowledge gaps within their workforce. These
gaps can be attributed to the relatively small populations

of their territory, low compensation packages that make it
difficult to hire expert staff, and to the remoteness of the
territories, which makes off-island hiring a challenge. These
hiring struggles have led to gaps in technical areas such as
code updates and National Correct Coding Initiatives (NCCI)
edits, as well as much larger gaps in information technology
(IT), policy, and financial areas.

Territorial Medicaid Directors and their teams have to be
creative when addressing these challenges. Some territories
have begun to outsource care to programs outside of the U.S.
and/or outsource programmatic work to consultants, while

others are utilizing external sources for technical assistance.

Figure 2. Who Medicaid Directors
Report to in the Territory Government

ovemareorice NG
Governor's Office
Acabinet-Level Leader D
a Cabinet-Level Leader
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Financial Challenges

in the U.S. Territories

Since the establishment of Medicaid in 1965, the federal
government has used a complex formula to determine each
state's Federal Medical Assistance Percentage (FMAP). This
dictates how the federal and state governments share in

the cost of the program ? For the 50 U.S. states; the federal
government calculates a state's FMAP rate using a formula
which compares the per capita income for each state relative
to the national average.” In statute, the federal government's
share of Medicaid program spending must be at least 50%.>
In the 50 states, Title XIX of the Social Security Act allows
FMAPSs to be as high as 83% federal spending where per
capita incomes are the lowest. Currently the highest state
FMAP rate is 77%. In addition, for the 50 U.S. states and the
District of Columbia there is no cap on how much the federal
government can contribute, it is an open-ended federal
entitlement in which the federal government must match

all appropriate state spending.

This is not the same for the U.S. territories. The territories all
have a fixed FMAP rate of 55% federal and 45% state dollars,
regardless of actual per capita income. Additionally, unlike
the 50 states, the territories are subject to a statutory cap
on federal Medicaid funding (often referred to as a capped
allotment or block grant), which grows only with the
medical component of the Consumer Price Index (CPI-U).
The federal funding cap are as follows for each individual

territory as of FY 2018:

m Puerto Rico—$359.5 million

m US Virgin Islands—$17.87 million
m Guam—$17.6 million

m American Samoa—S$11.9 million

m Commonwealth of the Northern Mariana

slands—$6.6 million®

ict of Columbi FMAP rate is not d

rrmined by the FMAP formula, rather it s set at. 70% per section 4725{0) of the Balanced Budget Act o 1997, PL. 10533,

NAMD First Annual Survey of Territory Medicaid Directors ——— — 4«
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Financial Challenges

in the U.S. Territories (Continued)

Additional Funding for the U.S. Territories

Aside from the capped federal funding, Congress has
provided additional, temporary federal Medicaid funds
for Puerto Rico and the territories on a limited number of
occasions to address economic downturns and natural
disasters. For example, the American Recovery and
Reinvestment Act (P.L. 111-5) raised each territory's annual
allotment by 30 percent for the period between October 1,
2009 and June 30, 2011,

Additionally, since 2011, the territories have had access to
additional federal funds through three provisions in the
Affordable Care Act (ACA). The territories have all accessed
these supplemental funds, but have done so at different
rates. The three main funding provisions are the following:

D The ACA permanently increased the traditional
territory federal matching rate from 50 percent to
the current rate of 55 percent (plus 2.2 percentage
points for 2014 and 2015) and provided the territories
with a higher matching rate for non-disabled adults
without children (87 percent in 2017)

P» The Aca also provided a total of $6.3 billion in
federal Medicaid funds (in addition to the allotments)
which the territories could access between July 2011
and September 2019.

B The ACA provided $1.0 billion in additional Medicaid
funding for those territories that did not establish
health insurance exchanges. Because none of the
territories established exchanges, the $1.0 billion was
distributed among all of the territories for the period of
January 1, 2014, through December 31, 2019.

NAMD First Annual Survey of Territory Medicaid Directors

Congress has also made multiple adjustments to Medicaid
funding for the territories in the aftermath of natural
disasters which have impacted the territories at different
points since 2017. For example, in response to Hurricanes
Maria and Irma, in 2018 Congress increased the allotments
for Puerto Rico and the US Virgin Islands and made
additional funding available contingent on certain steps.
mportantly, for this additional funding only, Congress
increased the federal match rate from 55% to 100%—which
essentially removed the requirement of spending local
dollars in order to access the federal disaster funding
Following Typhoons Mangkhut and Yutu, in 2019 Congress
approved similar disaster funding provisions for CNMI,
American Samoa, and Guam. Congress recently extended
these disaster relief provisions for all of the territories through
November 21, 2019.

Congress has provided additional,
temporary federal Medicaid funds for
Puerto Rico and the territories on a limited
number of occasions to address economic
downturns and natural disasters.

5«
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Financial Challenges

in the U.S. Territories (Continued)

Although the additional funding provided by the ACA and
the disaster relief bills has been critical to the territories
over the past few years, the underlying fiscal construct
poses significant ongoing challenges. The first financial
challenge the territories face is that each year, they
deplete their capped federal funds well before the end

of the fiscal year. Three of the five territories deplete their
capped federal funds in the 1 quarter, with the other two
depleting them between the 2" and 3" quarter, so that by
the 4 quarter of every fiscal year, not a single territory has
any federal funds left due to the cap.

The second financial challenge that the territories face is
an inadequate FMAP rate of 55%. One territory reported
that in 2010, the US median household income was
$61544, while the territory's median income was $19,958.
If this territory were given the same FMAP calculation that
state Medicaid programs follow, the territory FMAP would

be the 83% statutory max.

All of the territories have difficulties supplying the non-
federal share for their programs. Without those dollars,
they are unable to draw down the federal match. Due to
this, many territories are forced to run their programs at a
perpetual deficit.

When these challenges coincide in the later quarters of the
fiscal year, the territories are then completely liable for the
remaining Medicaid expenditures made that year—there
are no federal dollars available to them. This creates one of
two scenarios in the territories: some of the more resource
constrained territories simply shut down the program and
notify providers that they will no longer be paid for the rest
of the fiscal year. The remaining territories that are able to
do so try to backfill the gaps with territorial/local funding,
which leads to an effective match rate for the territories as
low as 13% federal and 87% territorial

The problems discussed above regarding the high
territorial match rate and inability of the territories to
identify funding for the non-federal share, has also
affected the territories’ ability to draw down their allotted
ACA funds. Millions of federal dollars have been “left on
the table” to potentially expire. In FY2019, one territory
had a Medicaid ACA balance of $181 million, and they

had only drawn down $46 million, leaving $135 million to
expire, as the territorial government could not identify a
source of funding for the non-federal share. In the Spring
of 2019, Congress passed provisions permitting territories
to continue using the ACA funds through the end of 2019,
allowing several of the territories who had been unable to
fully draw down on these funds to attempt to do so (for
some territories this amount exceeds $150 million).

Three of the five territories deplete their capped federal funds in the 1# quarter, with the
other two depleting them between the 2" and 3™ quarter, so that by the 4" quarter of every
fiscal year, not a single territory has any federal funds left due to the cap.

NAMD First Annual Survey of Territory Medicaid Directors
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Territory

Recommendations

‘When asked about how to improve their Medicaid program,
territory Directors' main recommendation focused on the
financial challenges they face due to insufficient capped
federal funds and inequitable FMAP rates. Primarily, the
territories have recommended lifting the Section 1108 (g)

of the Social Security Act federal budget cap and allowing
the territories to use the same FMAP calculation that states
do, based on per capita personal income. Two additional
recommendations from the territories were to establish
specific service contractors for non-available services and
supplies just for the territories, and to allow territory hospitals
to receive Disproportionate Share Hospital (DSH) payments.

The historical lack of funding has required the territories
to operate their Medicaid programs very differently

than the states. Congress has stressed that if the federal
government were to appropriate additional funding

for the territories, they would want to ensure that the
additional funding would be spent appropriately and in

a meaningful way. All five of the territories recognize this
expectation and the emphasis CMS and Congress put on
reporting and fiscal responsibility. The territories are all
taking a variety of steps to strengthen their infrastructure

in many ways which would justify any potential increase in
funding. Examples of these efforts include:

m Implementing advance IT reporting software, MMIS,
Medical Claims Data Warehouses, and reporting to
CMS via T-MSIS;

m Implementing Fraud Control Units;

m Taking steps to receive technical assistance in program
integrity activities from external contractors; and

m Working with CMS Program Integrity and Office of
nspector General to receive recognition for their
program integrity work.

However, territorial Medicaid programs should not be
expected to look identical to state programs, due to their
difference in geographical, political, and fiscal situations.
Because of this, they cannot and should not be treated
exactly like states. Instead, as the territories work towards
increased and improved accountability and integrity in

their Medicaid programs, they should receive increasingly
equitable funding to the 50 U.S. states and DC, to adequately
fund their programs throughout the entire fiscal year.

Primarily, the territories have recommended lifting the Section 1108 (g) of the Social Security Act
federal budget cap and allowing the territories to use the same FMAP calculation that states do,

based on per capita personal income.

NAMD First Annual Survey of Territory Medicaid Directors ——— — 7«
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Methodology

Between February and April of 2019, the five U.S. territory
Directors received a 10-question survey via email. These

10 questions all required fill-in-the-blank, qualitative
responses. The responses to these questions were analyzed
by the NAMD staff, and a narrative was created using
reference material from MACPAC, Thorn Run Partners, the
Kaiser Family Foundation and other resources.
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(L National WIC Association

S ot St s

March 17,2021

The Honorable Frank Pallone The Honorable Cathy McMorris Rodgers
Chair Ranking Member

House Energy and Commerce Committee House Energy and Commerce Committee
The Honorable Anna Eshoo The Honorable Brett Guthrie

Chair Ranking Member

Subcommittee on Health Subcommittee on Health

Dear Chair Pallone, Ranking Member McMorris Rodgers, Chair Eshoo, and Ranking Member
Guthrie:

On behalf of the National WIC Association, the 12,000 service provider agencies we represent, and
the approximately 6.25 million women, infants, and young children our members serve, we write to
express our strong support for H.R. 265, the Insular Area Medicaid Parity Act. Especially as the
nation grapples with ongoing crises of maternal and infant mortality, eligible families living in the
U.S. territories should have equivalent access to Medicaid services to assure optimal health,
especially during pregnancy, postpartum periods, infancy, and early childhood.

WIC’s nutrition assistance and counseling is tailored to improve pregnancy, birth, and child health
outcomes. As part of WIC’s client services, WIC providers work to ensure that participating families
have access to healthcare services - largely provided to low-income populations through Medicaid.
Prenatal support provided jointly through WIC and Medicaid is instrumental at reducing preterm
births, low birthweights, and other complications that could lead to significant first-year and life-
long medical costs. WIC participation, especially when complemented by Medicaid coverage,
reduces the likelihood of infant mortality by as much as 33 percent.

Five U.S. territories - American Samoa, the Commonwealth of the Northern Marianas Islands, Guam,
Puerto Rico, and the U.S. Virgin Islands - are organized as State WIC Agencies, serving over 132,000
individuals each year and operating at an equal level with geographic states, the District of
Columbia, and 33 Indian Tribal Organizations. This structure empowers all 89 State WIC Agencies
to deliver effective supports to families expecting or raising young children. WIC services provided
by territorial agencies has been especially critical at making healthy foods more affordable,
supporting healthier outcomes for pregnancies and infants, and reducing childhood obesity rates.

Medicaid should adopt a similar model to ensure that eligible families living in the U.S. territories
have access to quality healthcare. The Insular Area Medicaid Parity Act is a significant step forward
in strengthening territorial healthcare infrastructure and enhancing the level of care that families
can obtain to ensure optimal health outcomes. We thank the Subcommittee for its leadership in
considering this much-needed legislation.

Sincerely,
The National WIC Association

Berry Kelly Sarah Flores-Sievers Beth Beachy Meaghan Sutherland Melinda Morris Rev. Douglas A. Greenaway
South Carolina New Mexico Illinois Colorado Washington, DC

Chair Chair-Elect Chair Emeritus Secretary Treasurer President & CEO
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NWG ADVOCACY LLC

March 15, 2021

INVOICE FOR MARCH ADVOCACY

Invoice for legislative advocacy services provided by NWG on behalf of the Puerto Rico
Hospital Association per the agreement providing for a $8000 retainer each month

Retainer payment: $8,000.00

TOTAL BILL: $8,000

Please remit payment by the end of the month. Electronic payment is requested.

Domestic Incoming Wire Information Name: Congressional Federal Credit Union Address: P.O.
Box 23267, Washington, D.C. 20026-3267

Telephone: 703.934.8300

ABA Routing Number: 2540-7434-5

Credit To: NWG ADVOCACY LLC Account 174595-16
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Pacific Island Health Officers’ Association
Executive Secretariat
737 Bishop Street, Suite 2075, Honolulu, Hawaii 96813
Tel: (808) 537-3131 | Fax: (808) 537-6868
Website: www.pihoa.org | Facebook | LinkedIn

March 16, 2021
PIHOA COMMUNIQUE 2021-02
Letter of Support for Bill H.R.265 - Insular Area Medicaid Parity Act for the

US Pacific Island Territories of American Samoa, Commonwealth of the
Northern Mariana Islands and Guam

Dear Congressional Leaders,

We, the Chief Health Officials of the six US-affiliated Pacific Island (USAPI)
Territories of American Samoa, the Commonwealth of the Northern Mariana
Islands (CNMI) and Guam, and the US Freely Associated States of the Federated
States of Micronesia (FSM), Republic of the Marshall Islands (RMI), and the
Republic of Palau, wish to convey our collective support for Bill H.R.265 to
achieve Medicaid parity for the US Pacific Island Territories of American Samoa,
Commonwealth of the Northern Mariana Islands and Guam, including our
territorial brothers and sisters in Puerto Rico and the US Virgin Islands.

This bill is long-overdue in addressing a legacy of structural (legislative)
inequities that have severely restricted the ability of our limited-resource
healthcare systems to provide an adequate level of comprehensive and quality
care appropriate to the needs of our American Pacific Islander communities.
Today’s disproportionately high rates of communicable and non-communicable
diseases exhibited across all of our island territories is an unfortunate testament to
this legacy, and where a significant amount of healthcare expenditures is spent on
tertiary care and off-island medical referrals to hospitals in the Philippines,
Taiwan and New Zealand. It is a sad legacy, indeed, to see our US citizen,
American residents needing to travel to foreign countries to seek more advanced
medical care. Americans in the US Pacific Territories are no less American than
those living in the continental US states, and as such, must be accorded the same
rights to health as all other US citizens.

More specifically:

1. All US Territories will face the same Medicaid “cliff” for which a band-
aid solution was made in 2019. A long-term solution is needed. Simply
put, eliminate the cap and increase the FMAP.

2. For our disaster-prone island territories, Medicaid financing must be
responsive, becoming easier for Americans to access when they are most
vulnerable without needing to wait for additional appropriations from
Congress.

3. Medicaid is built as a counter-cyclical program: its federal support
expands to meet rising needs during an economic downturn. However, for
the territories, Medicaid program funding is stagnant regardless of

Page 1 of 2
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economic conditions, and despite the fact that in the past five vears alone, American Samoa,
CNMI and Guam collectively experienced three Category 3 typhoons, multiple and current
Dengue, Zika and Measles outbreaks, and a global pandemic (Super Typhoon Yutu that hit the
CNMI in 2018 was the second strongest recorded typhoon/cyclone ever to hit US soil).

4. The 1108 cap on federal contribution and low federal matching rate for territory Medicaid
programs are arbitrary — the funding disparity is not supported by fair or substantial cause.

Medicaid reimbursement is a critical source of revenue for US Pacific Territorial healthcare service
providers. Case in point, one out of three CNMI residents were enrolled in Medicaid before the pandemic,
and now during the pandemic, roughly three out of four are enrolled. Consequently, the health of our
American communities is directly dependent upon adequate, equitable and reliable Medicaid financing.

We urgently request Congressional leadership to support in full and without prejudice, Bill H.R.265 -
Insular Area Medicaid Parity Act, to remove these structural barriers to assure a fair and adequate level
of federal investment in our healthcare systems. In turn, this will enable us to build on current successes
for more sustainable and resilient healthcare systems focused on cost-effective and impactful primary care
and prevention services.

With Respect:

Qﬁw%m

Dr. Esther Mugla, PhD, FACHE, Executive Board President
Chief Executje Officer, Commonwealth Healthcare Corporation
United Statds Commonwealth of the Northern Mariana Islands

Ms. Emi Chutaro, MS&“Exccutivc Director
Pacific Island Health Officers™ Association (PTHOA)

Ce:

1. His Excellency President Surangel Whipps, Jr., Executive Board Vice-President, Acting on
behalf of the Honorable Minister of Health, Palau Ministry of Health, Republic of Palau

2. The Honorable Bruce Bilimon, Executive Board Treasurer, Minister of Health and Human
Services, Marshall Islands Ministry of Health, Republic of the Marshall Islands

3. The Honorable Marcus Samo, Executive Board Secretary, Acting on behalf of the Secretary of
Health, National Department of Health and Social Affairs, Federated States of Micronesia

4. The Honorable Motusa Tuilcama Nua, Executive Board Member, Director of Health, American

Samoa Department of Health, United States Territory of American Samoa

The Honorable Arthur San Agustin, Executive Board Member, Director of Public Health and

Social Services, Guam Department of Health and Social Services, United States Territory of

Guam

W
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PL 116-94 Congressional Requirements Engagement Summary January 28, 2021

PL 116-94 Congressional Requirements Summary of Activities

The Puerto Rico Department of Health, Medicaid Office and ASES , hereinafter referred to as the PR
Medicaid Enterprise, have been working since the enactment of Federal ACT: P.L 116-94, Further
Consolidated Appropriations Act, 2020 (Dec 16, 2019); on attivities to support the following

Congressional Requirements established by the Act..

1

Review Program Integrity Office Policies /
Procedures / Staffing

| N, Title 1 6202(2){7HAN)

{133 STAT 3105}, Division

Appointment - of - Intefrity ~ Lead

| Officer-on lune 2020 complied /
i Integrity - Procedures and more

~ istaffingOngoing .~ -
2. Develop Pay Error Rate M (133 STAT 3105), Division | In process due date is June 2021
. (PERM) plan N, Title £ §202()(7)AN) | o
3. Develop Contracting Reform Plan : {133 5TAT 3105), Divisicn | Report Delivered on due date 12-
N, Title 1 §202(a}{7)}{A}{i#) | 20-2020, implementation of the
s o . | iplanisunderway
4, Review Medicaid Eligibility Quality Controf {133 STAT 3106), Division | Due date is June 2021 and
~ {MEQC) Policy / Procedures / Staffing N, Title 1 §202(a){7){A)(iv) | currently ongoing
5. Evaluate Dual Eligible Special Needs Plan {133 STAT 3107), Division : Due date juhe 2021 evaluation
e N, Title 1 §202(b) _ongoing -
6. Develop Annual Report {133 STAT 3108), Division | The 2020 report was submitted
N, Title 1 §202(a)}{9) before due date of October 2020/
IR [ N ... The2021reportisongoing
7. Develop Report on Contracting Oversight and (133 STAT 3108), Division | Report Delivered at due date 12-
Approval N, Title 1, Subtitle B, 202020, Implementation
: : . §2020002)  _...ounderway oo
8. Evaluate Current Process of Managed Care {133 STAT 3110}, Division | Report Deliveraed 12-20-2020, no
Payment N, Title 1, Subtitle B, further action needed
; §2020(3)
9. Develop Scorecard Reporting Measures (133 STAT 3111}, Division | Report Delivered 12-20-2020, no

10. Develop Fi

i 'EXECU’Q]Q&HE e
37/64 Reporting

11. Evaluate Current Contract Reguirements and

CMS Reporting

I 72221 )]
y for CMS

N, Title 1, Subtitle B,

{133 STAT 3111), Division
N, Title 1, Subtitle B,
§202{FH4)(1)

{133 STAT 3111}, Division
N, Title 1, Subtitle B,

i further action needed

Previous reports has been
submitted to CMS in compliance
CMS 64 ~ 1/31/21

CMS 37 ~2/15/21

| As requested by €S Contract
i reform plan was submitted to

e 52020080y Congressand CMS

12, implement Scorecard Reporting System {133 STAT 3111), Division | Report Delivered 12-20-2020,
N, Title 1, Subtitle 8, implementation underway
§202((4) _

"13. Develop Policies and Procedures for Penalties

" {133 STAT 3107), Division
L N, Title 15202(c)

Quarterly (if applicable)

To meet the Congressional mandates, Puerto Rico took the following actions:

« Issued a Request for Quotations in February 2020 to obtain proposals from vendors to assist
in complying with the Congressional Mandate. The proposal was adjudicated to Deloitte and
the engagement commenced on September 20, 2020 with ASES, DOH and Medicaid.

s  From September 2020 through December 20, 2020; Puerto Rico held multiple meetings,
interviews and workshops with the Department of Health, Puerto Rico Health Insurance
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Administration and Medicaid to define the vision, guidelines and principles around
Contracting Reform

¢ Puerto Rico Submitted the required Annual Report to Congress on October 31, 2020 as part of
the compliance to Requirement 6 — Develop Annual Report.

+ Medicaid enterprise conducted a thorough review of Government of Puerto Rico Laws,
Regulations and Executive Orders was to understand the procurement and contracting legal
framework in place for the Government and the Medicaid Enterprise Agencies

e Multiple review meetings were held of all Medicaid Enterprise to draft, review, finalize and
publish five requirement reports due by December 20, 2020.

s Puyerto Rico responded on November 13, 2020 to initial inquiries from the U.S. Government
Accountability Office (GAQ) on our contracting processes received on October 29, 2020. This
report provides the PRDOH's response to GAO’s request for an update on the status of Puerto
Rico’s development of a contracting reform plan.

e Puerto Rico provided a response to Congress for the following reports required by December
20, 2020:

1. Develop Contracting Reform Plan - Requirement 7

2. Develop Report on Contracting Oversight and Approval ~ Requirement 7

3. Evaluate Current Process of Managed Care Payment ~ Requirement 8

4. implement Scorecard Reporting System — Requirement 11

5. Evaluate Current Contract Requirements and CMS Reporting — Requirement 12

» The Puerto Rico Medicaid Enterprise is continuing to work on the development of reports of
other requirements that are due during the course of the first six months of 2021 as
highlighted on the table above.

e We are also working on some of the recommendations and commitments made to Congress
regarding Contracting Reform, Oversight, Evaluation of MCO payments and Implementation of
Scorecard Measures.

Further details on each reguirement response and plans can be obtained by reviewing the PL116-94
Summary Document which provides the fellowing information:

s Areview of the requirement as established in P.L 116-94

s Acurrent status description of what has been done by the Puerto Rico Medicaid Enterprise

e A review of the activities that have been performed to date by the agencies of the Puerto Rico
Medicaid Enterprise,

s Asummary of planned activities that will continue to be further addressed by Puerto Rico in
compliance with the requirements.

As demonstrated herein, the Puerto Rico Department of Health, Medicaid and ASES are all working
collaboratively with the goal of meeting each of the mandated requirements of Congress. Our teams
are engaged and progressing along the schedules as detailed in this summary.
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March 17,2021

The Honorable Frank Pallone The Honorable Cathy McMorris Rodgers
Chalrman Rankiig Member

Committes on Energy and Commerce Committee-on Energy and Commerce
The Honorable Anna Eshoo The Honotable Brett-Guthrie
Chairwoman Ranking Member

Subcommittee on Health Subcommittee on Health

Sibject: US. House of Represenumives Cominiitee vir Energy-and Commierce Hearing
Protecting Aecess to Hedlth Care in the LS, Tervitories ™

“dverting a Crisis:

Dear Congressional Leaders,

As private medical providers in the Commonwealth of the Northern Mariana Islands (CNMI), we, the
undersigned private health care providers are-submitting this fetter for two reasons.

Pirst, we dre writing i support of Tnstlar-Area Medicaid Parity. Act HR 265 and ask for your support to
ensure that the. Americans living in the CNMI and other territories are afforded fair and equitable health
care undér the Medicaid program.

We further request Congress to treat the territories no different from the states in Title XEX. This may be
achieved by defining “states™ as ~States. the District of Columbia, and Territories,” eliminating the-section
1108 caps, and. enabling the Federal Medical Assistance Percentage (FMAP) 1o be calculated using the
same methodology applied to the determination of the FMAP for States.  The Medicaid program must be
treated the same as the States so that the ULS. citizens of the CNMT are-able to obtain the same level of
health care benefits provided by Medivaid programs in the States,

Second. the-private Medicaid health-care providers it ONMIwould also like to thank the ULS. Congress for
responiding to the needs of the territory in 2019 by passing P.L. 116-20 Disaster Relief Act, 2019 inhune 6,
2019 and P.L. 116-94 Further Consolidated Appropriations ¢ 20201 December 20, 2019 If Congress
i unaware, in 2019, when the Medicaid funding under the section 1108 caps and the-balance from the
atient Protection and Affordable Care At was completely depletéd in Margl 082019, six hy before
i  the Medicaid program directed the Medicaid beneficiary to seek care only-to the
Commonwealth Healthcare Corporation (CHCC), the public safety-net system.. The Medicaid program
made that recommendation because there was no money fo pay for the services for the Medicaid
bergficiaries: and, this included the CHCC, the public health care corporation that could not turn away
patients seeking health care. The limitation created many issues and worries, not to mention the Tong
waiting times for primary carve and other services for the Medicaid beneficiaries.

Fes

=

The health care providers that are undesigied t this letter urge the U.S, Congress 1o address the inequities
by passing an Insular Area Medicaid Parity Actthat treats the Medicaid program. in the Territories and the
State the same, lifts the scction 1108 caps, and applies the same FMAP formula used to caleulate the
federal/state share based on income levels among states.

Addressing the caps and the FMAP as part of the Insular Area Medicaid Parity Act will put territoriss on
the same foundation as the States.

We understand that the Medicaid program will need to manage the program s any other state. In this
regard, our policymakers-and Medicald bas made clear that the CONMI is serfously and fully comniitted 1o
management best practices, accountability, and compliance.
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Further, please consider the following in your deliberations:

s Americansin the CNMIare no léss American than those living in the U S, States. AL ULS, citizens
must be treated fairly and equitably regardless-of the location of their American home.

s The 1108 cap onfederal contribution and low federal matching rate for tertitory Medicaid programs
are arbitrary — the. funding disparity is not supported by fair or substantisl cause.

+ The territories will face the same Medicaid financiad “cliff” for which a band-aid solution was made
i 2019, A long-term solution is needed. Eliminate the cap, increase the FMAP.

= Forthe disaster-prone island tersitories, Medicaid {inancing must be responsive, becoming easier
for: Americans 10 acéess when they are most vulnerable without needing to-wait for additional
appropriations from Congress.

+  Medicaid is built as a counter-cyclical program: its federal support expands to meet rising needs
during an economic downturn, However, forthie territories, Medicald program funding is stagnant
regardiess of economic conditions. In-the past five years alone; the CNMI has experienced three
category-3 typhoons and 4 global pandemic.

& Oneoutof three CNMI residents were enrolled in Medicaid before the pandemic; and roughly three
out of four are enrolled now. The health of CNMI residents is-dependent upon adequate Medicaid
financing:

s Equal treatment for territory Medicald programs would enable the CNMI to keep our health-care
system on its current positive trajectory.

«  Medicaid reimbursement is.a critical source of révenuve for CNMI health care service providers.
‘\dgquax Medicaid financing has a direct impact on the availability of health care services
for all residents in the CNMIL

e Medicaid provides coverage for éssential services for beneficiaries who, dite to social determinants
of health, have conditions which needs access to preventative services.

Thank you very much for your prompt consideration of this important matter. We urge you to support the
Insular Area Medicaid Parity-Act HR 265 so that we may continue to provide the needed healtlicare services
our community. deserves,

Sincerely;

The Commonwealth Medicaid Providers from the Commonwealth of the Northern Mariana Islands:
Medioal f?lm?wuf»é‘ﬁ O‘g
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Full Name Title Agency @w Date

U
bl A SAUSHL y kesn  pkibine SRS 3/,
Full Name Title Agency Date

A
Quorus SHEMY Wk Wem@ SUEP covll offs

Full Name Tile Agency Date
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LOURDES A. LEON GUERRERO
GOVERNOR

JOSHUA E. TENORIO
LT. GOVERNOR

UFISINAN I MAGAHAGAN GUAHAN
OFFICE OF THE GOVERNOR OF GUAM

March 17, 2021

The Honorable Frank Pallone The Honorable Cathy McMorris
Chairman Ranking Member

Committee on Energy and Commerce Committee on Energy and Commerce
The Honorable Anna Eshoo The Honorable Brett Guthrie
Chairwoman Ranking Member

Subcommittee on Health Subcommittee on Health

RE: United States House of Representatives, Committee on Energy and Commerce,
Subcommittee on Health Hearing — “Averting a Crisis: Protecting Access to Health
Care in the US Territories”

Written Testimony of Governor Lourdes A. Leon Guerrero for the Record

At the outset, I would like to express my thanks, on behalf of the people of Guam, for the
passage of the Further Consolidated Appropriations Act, 2020 (Public Law 116-94)'which has
allowed for an increase in the Medicaid cap from $18.38 Million to $127 Million and increased
the Federal Medical Assistance Percentage (FMAP) from 55% to 83%. There was an immediate
impact to the Medicaid program on the island.

Historically, the Guam Medicaid Program, and those of the other territories, has operated
as a block grant requiring local matching funds at the rate of 45%. The U.S. territories administer
the Medicaid Program under federal regulations that are different from those applicable to the fifty
(50) states and the District of Columbia. The U.S. territories’ federal matching rate is fixed in
statute, unlike the statutory formula for U.S. states. However, the FMAP for the 50 states and DC
varies by states per capita income, which ranges from 50% to 83%. In addition, the Medicaid
programs in the U.S. territories are subject to annual federal capped funding, unlike the states and
DC that are open-ended. By historically requiring a relatively high match rate and the application
of a cap, the result has been a program that has been plagued with long delays in payments to
providers, limitations on the services provided, and the ability to expand the health provider
network.

In the short time that this act has been in effect, the Guam Medicaid program has been able
to make significant strides in critical areas. The program has been able to process all healthcare
claims timely and provide payments to providers regularly as there are no delays resulting from

! See Division N - Health and Human Services Extenders, Title 1 Health and Human Services Extenders, Subtitle B-
Medicaid Provisions Public Law 116-94 113 STAT.3108.
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Written Testimony: Averting a Crisis: Protectmg Access to Health Care in the US Territories
March 17,2021
Page 2

the dependency of available local resources for the muatch. Consequently, there has been an
increase in access to health care services as providers are more willing to accept Medicaid patients.
Moreover, the increased funding provided Guam the opportunity to increase the Medicaid Program
income eligibility guidelines to the maximumi permitted by Title XIX and reduce the number of
the uninsured population: - These actions: are always reviewed by the Centers for Medicare and
Medicaid Services (CMS), the federal administrators of the program. It'is our hope that Congress
will see fit to permanize this temporary situation and provide equitable access to health care for
the citizens of Guam and the other territories in the same way it is available to the States and the
District of Columbia.

The timely processing of claims also reduces the opportunity for fraud and disallowed costs
resulting from lost or misplaced supporting documentation.. The requirement for the designation
of a Program Integrity Lead within the Medicaid program has been met. Further, I have designated
the Director. of the Department of Administration to establish a Medicaid Fraud Control Unit
(MFCU). Having the MFCU completely separate and outside of the Department of Public Health
and Social Services that administers the Guam Medicaid Program underscores our commitment to
comply with all federal regulations and vigilantly guard against fraud, waste and abuse.. This unit
will be staffed by auditors and accountants who will receive specialized training by the CMS and
the Unified. Program Intcgnty Contractor (UPIC-Wcst) to -carry out-the apphcable federal
mandates. .

- Our Guam Medicaid Program has also been working with the CMS to meet the requirement
in P.L. 116-94 to submit data to the Transformed Medicaid Statistical Information System (T-
MSIS). We fully appreciate the importance of this reporting requirement and will make reasonable
and timely progress in this regard. Specifically, the Guam Medicaid program meets with the CMS
on a weekly basis and will be preparing an Implementation Advanced Planning Document {IAPD)
to initiate the changes that are requxred to our current system to be able to submit data to the T-
MSIS.

The Medicaid program, additionally, is in the process of planning a claims and data
warehouse and decision support system to enable the examination of program costs and will be
working with the CMS to plan and implement a health information exchange so that Medicaid
patient care and coordination, patient access to information, and patient safety can be improved.

Ouradministration. is looking forward to the ability to expand the Guam Medicaid
Program:. The section 1108 budget could never meet the needs of the Medicaid program when
coupled with the maich, However, we are finally able to actively explore the opportunities
available in other states to expand services and to reimburse other health care providers in the
public sector to receive reimbursement for the cost of services provided to Medicaid beneficiaries.
The negative impact on our program, and those of the other territories; is that if this temporary
section 1108 funding is not permanized through treating the territories the same as the states, then,
our efforts to improve care to the U.S. citizens of Guam cannot be realized.

By making the situation permanent we will be able to effectively plan for providing
increased services to our most vulnerable population. - We would be able to provide the type of

RICARDO J. BORDALLO GOVERNOR'S COMPLEX
513 W, Marine Corps Drive Hogditta, Guom 96910
govemnorguam.gov | {671 472-8931
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benefits that Medicaid recipients throughout the Nationi currently enjoy like access to long-term
health care, outpatient physical therapy, more preventative care, school-based health care, more
prescriptions drug coverage among others. Without a permanent solution and with the inclusion
of Compact Migrants to the eligibility pool, we will be forced to reduce the already limited covered
benefits. This will have the opposite effect of the intended outcome of the Medicaid program.

The United States Citizens who call Guam home deserve to be treated equitably in all
respects, most especially when it comes to access to health care. Our ability to provide quality
health care to the poorest among us, to provide benefits aimed to prevent repeat hospitalization, to
provide early intervention, to provide a better quality of life-overall through increased access to
health care hinges largely on providing a permanem soluuon to the Medicaid funding issues facing
Guamrand all of the territories. :

I wish to thank this Committee, its leadership, the Members of Congress who represent the
Insular Areas who have championed this effort, most especially Congressmen Sablan and San
Nicolas who have worked closely with us up to this point and whom we know we can count on'to
continue these efforts on behalf of our people. .

Senseramente, -

bk oy

LOURDES A. LEON GUERRERO
Governor of Guam

RICARDO 1. BORDALLO GOVERNOR'S COMPLEX
513 W. Marine Corps Drive Hagdiia, Guam 96910
governorguam.gov § {671} 472-8931
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STATEMENT BY JAIME PLA CORTES
EXECUTIVE PRESIDENT OF THE PUERTO RICO HOSPITAL ASSOCIATION
before the
U.S. House Health Subcommittee of the Committee on Energy and Commerce

“HEARING ON "AVERTING A CRISIS: PROTECTING ACCESS TO
HEALTHCARE IN THE U.S. TERRITORIES"

Wednesday, March 17, 2021

Chairwoman Eshoo, Ranking Member Guthrie and Subcommittee Members:

Thank you for the opportunity to present my statement on behalf of the
Puerto Rico Hospital Association (PRHA) representing our 68 hospital
members and over 45 thousand plus health care professionals and staff.
Hospitals are the core of our island’'s health care system and vital to the
quality of life for the 3.2 million U.S. Citizens residing in our Territory; the
Commonwealth of Puerto Rico.

We wish to ask the Members of this subcommittee to address the need for
equal treatment of U.S. Citizens residing in Puerto Rico under the Federal
Healthcare Programs, Medicaid and Medicare. Every provider in Puerto
Rico is a Medicaid provider and historically, we have received disparate
treatment even while we serve to provide the highest quality of care for local
residents and visitors.

Like every hospital system in the USA, we have faced great challenges over
the past year as the COVID-19 pandemic has threatened the health of our
communities while placing extreme financial challenges on our hospital
system.
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We also ask to draw the Subcommittee's attention to the urgent need to
prevent the impending “Medicaid Cliff’ facing Puerto Rico’s Medicaid system
in the third quarter of 2021. Without immediate action by Congress, we face
a devastating loss of 85% of our Federal Medicaid funding likely forcing a
large number of Medicaid enrollees to lose their coverage and jeopardize the
financial viability of our island’s hospital system. It would also jeopardize the
financial stability of every hospital in Puerto Rico.

We have always urged a permanent solution to the need for equal treatment
for Puerto Rico. Two years have gone by very quickly since Congress chose
to provide additional funding (P.L 116-94) to prevent the previous Medicaid
Cliff in 2019. However, we now approach another Cliff in September of this
year and we again urge that Congress repeal the statutory cap on Medicaid
funding for Puerto Rico and provide permanent and equal treatment for our
health care system and the U.S. Citizens whom we serve.

It is important to point out:

1. Providers in Puerto Rico are forced to operate with much lower
reimbursement rates than their counterparts in the States. In fact, our
Medicaid reimbursements are barely one-half or less than the U.S. average.

2.  The Medicaid CIliff and the uncertainty it has created over the past
decade has been a major contributing factor to the loss of doctors, specialists
and health care professionals who have been recruited away by Stateside
health care systems offering more generous compensation packages. The
uncertainty and financial squeeze imposed on Puerto Rico’s hospitals and
other providers has made it very difficult to offer attractive and competitive
compensation packages to retain our experienced, bilingual medical staff
and professionals. The inability of our Medicaid system to properly
reimburse our hospitals and other providers due to the combination of the
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reduced level of Federal funding along with uncertainty of the impending
Medicaid Cliff has been a primary factor for this loss. This has certainly
impacted the ability of Puerto Rico’s health care system to provide readily
available care to the Medicaid population as well as to the general population
throughout Puerto Rico.

For example, we have witnessed a significant loss of doctors, specialists and
healthcare professionals over the past decade. The waiting lists to see
specialists has grown and it is impacting the availability of care. In the area
of Pediatrics, we only have one remaining Child Psychologist currently
serving the entire island of Puerto and | will emphasize that the majority of
children born on our island are Medicaid eligible. Overall, we have
witnessed a significant drop in the overall availability of specialists over the
past decade increasing waiting times for patients and general decrease in
the availability of specialized care.

3. Another consequence of the uncertainty created by the Medicaid Cliff
is the impact on the ability of Puerto Rico’s hospitals to modernize and
upgrade their physical plant and facilities as well as medical diagnostic and
treatment technologies. Approximately, 90% of local hospitals are privately
owned and have 30-40 year old buildings and physical plant. These
hospitals are dependent on bank financing to make physical improvements
and upgrades. However, the short-term approach to addressing the
Medicaid CIliff has resulted in the Puerto Rico’s banks being hesitant to
provide financing for improvements. Puerto Rico’s hospitals are willing to
invest and want the most state-of-the-art facilities and equipment to provide
quality health care. We must remember that banks always look at the long-
term ability of their clients to repay their loans and without the guarantees
provided by a permanent solution to the Medicaid Cliff, bank financing has
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been limited. This lack of financing has delayed and frozen the ability of local
hospitals to modernize and obtain the best medical technologies.

BACKGROUND:

Like many States, America’s largest Territory; Puerto Rico, operates its
Medicaid system by enlisting managed care to serve a jurisdiction of 3.5
million U.S. Citizens. However, that is where the similarity ends as Puerto
Rico’s eligibility for Federal Medicaid funding is statutorily capped at $375
million annually, limiting the total amount of funding it can receive compared
to any State which operates with no funding cap. Oregon for example has a
similar population size, although with a much smaller poverty level and still
receives $5 billion in Federal Medicaid funding.

An estimated 1.25 million of PR’s population is now eligible for Medicaid.
Hurricane Maria left the island with a weaker economy and reduced
population. However, the Medicaid-eligible population has increased as a

proportion of the population and the majority of newborns today are Medicaid
eligible.

Every health care provider in PR is a Medicaid provider including all
hospitals, doctors and community health care centers. Without action by
Congress, it is projected that PR will lose an estimated 85% of its Federal
funding later in 2019, when the CIiff occurs with terrible consequences for
the local health care system. To maintain the current level of overall
Medicaid funding, it will require an allocation of $1.625 Billion in Federal
funding to just maintain the balance while returning to the 55% FMAP.
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Many Stateside policymakers have made an incorrect assumption
about Medicaid coverage available in Puerto Rico, unfortunately,
reduced Federal support has also caused limitations in what Puerto
Rico’s Medicaid system will offer Medicaid-eligible patients. Some of
the important coverage offered Stateside that is not available to Puerto
Rico’s Medicaid population due to financial constraints include these
listed below:

o Durable medical equipment

o Home healthcare

¢ Other non-durable medical products

« Skilled Nursing care facilities

¢ Continuity care retirement communities
¢ Rehab

o Institutional rehab services

We argue it is time to come up with a permanent solution that provides long-
term stability to our health care system so that our hospitals retain our
doctors and health care professionals currently being recruited away by
better salaries and stable health care systems located Stateside. It takes
years to recruit and replace lost doctors, specialists and other key health
care professionals lost to higher paying opportunities elsewhere.

In previous years, Puerto Rico health care providers have asked to remove
this funding cap and provide for equitable treatment under Medicaid for our
Medicaid system. Congress last attempted to address this need in the FY
2020 by providing for an allocation of additional funds with the anticipation
that these funds would be exhausted in the last quarter of FY 2021.
Congress also waived the FMAP requirement to provide a local match due
to the devastating impact of the hurricane on local government finances.
CMS has since certified that PR’s Medicaid system has met the requirements
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to establish a Medicaid Fraud Unit and provide for better data collection.
Time has now passed, and these additional funds are now projected to be
exhausted at the end of the Federal Government's FY 2021; only one
quarter of the way through Puerto Rico’s upcoming fiscal year.

A PERMANENT SOLUTION NOW IS NEEDED in 2021:

We believe a fair solution is to provide State like treatment for Puerto
Rico. This requires permanently eliminating the statutory cap and
discriminatory FMAP for Congress to achieve this goal to provide
greater confidence to our health care system and allow for delivery of the
highest quality health care which we all wish to deliver to the U.S. Citizens
of Puerto Rico.

The Puerto Rico Medicaid system needs to enter into contracts for its FY
2022 Medicaid Program immediately because CMS must certify that these
contracts are actuarily sound before they can go into effect for the local FY
2022 operating budget for the coming year. Without the confidence of
certainty regarding the level of funding available, it will be very difficult to
attract willing contractors to administer and implement a managed care
system between July 1, 2021, and June 30, 2022. The current fiscal state of
the local government prevents it from making up any of the difference;
something no State would be asked to do.

We continue to urge equal access for Medicaid funding needed to maintain
a quality health care system for the 1.4 million possible Medicaid eligible in
Puerto Rico. Frankly, the uncertainty of Federal funding complicates our
ability to retain and recruit doctors and other vital health care professionals
who are constantly tempted to leave our island for higher salaries elsewhere
in the United States. The uncertainty over Congress’s resolution of the
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Medicaid Cliff also hampers the ability of local hospitals to obtain bank
financing for moderation and upgrades.

We ask that a provision be included in the first available Federal health care
funding package to be acted on by Congress to provide continuity for Puerto
Rico’s health care system. We welcome the opportunity to work with you to
develop the best and most appropriate legislative language to achieve this
goal.

PR’s health system and its hospitals are under a tremendous amount of
financial stress due to the challenges of Covid-19, the island’s weak
economy and overall underfunding by Medicaid. The lack of certainty
regarding funding complicates the ability to meet CMS requirements for
operation of PR’s Medicaid program for the coming Fiscal Year beginning
July 1, 2021.

By providing certainty through a permanent solution achieving equal
treatment for the U.S. Citizens of Puerto Rico, Congress can inject the
needed sense of confidence to PR’s hospitals necessary to continue
delivering the high level of quality care expected by patients and the Federal
government and retain top medical staff.

We also emphasize that Congress has continually returned to face this
issue of the Medicaid Cliff. A permanent solution to this perennial
problem facing Puerto Rico and the Congress is the best solution.

We are prepared to collaborate and provide whatever information is
necessary to address and solve this urgent issue and we look forward to
working with you.
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Contact information:

Jamie Pla Cortés

Executive President

Puerto Rico Hospital Association

Villa Nevarez Professional Center, #101
San Juan, Puerto Rico 00927

Phone: 787-764-0290
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Statement of Neil C. Weare, President and Founder
Equally American Legal Defense and Education Fund

Averting a Crisis: Protecting Access to Health Care in the U.S. Territories:
Hearing Before the House Committee on Energy and Commerce, Subcommittee on Health
March 17, 2021
Chair Eshoo, Ranking Member Guthrie, and distinguished Subcommittee members:

My name is Neil Weare, and I am the President and Founder of Equally American Legal Defense
and Education Fund. We are a nonpartisan civil rights law organization that fights to advance
equality and civil rights for the 3.5 million Americans living in American Samoa, Guam, the
Northern Mariana Islands, Puerto Rico and the U.S. Virgin Islands. Our values are centered on
the basic principle that all Americans should have equal rights and representation, wherever they
live.

Let me begin by thanking the Subcommittee for holding today’s hearing. Protecting access to
health care in the territories is indeed a national concern and should thus be a national priority.
The territories, as you know, have neither voting rights nor voting representation in Congress.
That shackles them with added burdens when trving to seek redress for their interests here in
Washington. So our organization applauds the proactive approach this subcommittee is taking to
avert a crisis of health care access in the territories.

Protecting access to health care in the territories is a matter of basic fairness. As you know,
Medicaid funding is typically allocated to the states based on the per-capita income of their
residents. But citizens in U.S. territories have historically received less funding than citizens in
states with similar per-capita incomes. Moreover, Medicaid funding for the territories has long
been arbitrarily capped well below the territories’ actual needs. This uncertainty, instability, and
vulnerability discourages providers in the territories from serving low-income patients, which
has life and death consequences. It also has created significant financial strains on territorial
governments, contributing to a structural debt crisis in each territory. No American should be
denied access to health care for arbitrary and discriminatory reasons. Yet that is exactly what is
happening today in the territories.

Protecting access to health care in the territories is also a matter of racial equity. Ninety-eight
percent of Americans living in the territories identify as racial or ethnic minorities, or indigenous
peoples. These communities have historically faced impediments to equitable access to health
care. This ongoing discrimination against citizens in U.S. territories is an unfortunate legacy of
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the Insular Cases, which for over a century have relegated those living in the territories to a
second-class status. Rooted in the same unrepentantly racist notions as Plessy v. Ferguson’s
separate-and-un-equal racial segregation, the Imsular Cases sanctioned a colonial relationship
between the United States and citizens in its territories that is not substantively unlike the one
rejected during our Nation’s founding. Plessy has thankfully been since overturned, but the
Insular Cases regrettably remain on the books. Until that changes, we encourage this
Subcommittee to lead the charge against discriminatory treatment of the territories. We cannot
change the regrettable injustices of the past. But we can choose to make a fairer, more equitable
future for all Americans.

Protecting access to health care in the territories also implicates the Constitution's guarantee of
equal protection. The Supreme Court is currently considering United States v. Vaello-Madero,
which challenges the federal government’s arbitrary exclusion of residents of Puerto Rico from
the Supplemental Security Income program. Like Medicaid, SSI provides a safety net to some of
our country’s most vulnerable citizens. Vaello-Madero also has broad implications for
Americans living in American Samoa, Guam, and the U.S. Virgin Islands, who are likewise
denied access to SSI benefits. Recently, Members of Congress called on the Biden-Harris
Department of Justice to stop defending arbitrary discrimination against residents of the
territories (see attached). Regardless what position DOJ ends up taking, we hope that the
Supreme Court will agree that arbitrarily discriminating against otherwise eligible Americans
based solely on where they live is indeed unconstitutional. However, the Subcommittee need not
and should not wait for the courts to ensure equal protection. We encourage an immediate
legislative fix that ensures that citizens in the territories are able to fully enjoy federal programs
like Medicaid and SSI that other American communities take for granted.

Protecting access to health care in the territories is needed to avoid a looming crisis. Favorable
Medicaid treatment for territorial residents that was initially enacted as temporary will soon end
without further congressional action. If that happens, the territories will face a Medicaid “cliff,”
making it likely that funding will run out part way through the year, jeopardizing lives. We
therefore urge your support for eliminating Medicaid’s general funding limitation for the
territories altogether, and for making this permanent. This has long been a priority for the
Members of Congress who represent citizens in the territories. We especially thank Congressman
Kilili Sablan of the Northern Mariana Islands for his outstanding leadership on this issue through
the introduction of the Insular Area Medicaid Parity Act, HR. 265, which currently has over 60
bi-partisan co-sponsors.

Equally American applauds your attention to these important issues, which too often are
neglected or forgotten by the federal government. We stand ready as a resource to support your
work to protect access to health care for the 3.5 million U.S. citizens who live in the territories.
Thank you for the opportunity to present written testimony.
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Chairman Pallone, Health Subcommittee Chairwoman Eshoo, Ranking Member
McMorris Rodgers, Health Subcommittee Ranking Member Guthrie, and Members of the
Committee:

We thank you for the opportunity to submit a statement to the Subcommittee to
discuss how to protect access to healthcare for the millions of Americans who reside in
the U.S. Territories. | come to you today on behalf of 3.2 million American citizens, in my
capacity as the Governor of Puerto Rico.

Medicaid is the primary federal program designed to provide access to healthcare
for Americans with limited resources, including many of the Nation's most vulnerable
populations. The vulnerable U.S. citizens in Puerto Rico have the same need for quality
healthcare as those on the mainland, but historical limitations and shortfalls in Medicaid
funding for Puerto Rico limit access and place a far higher burden on the local program
that is placed on any other U.S. jurisdiction. The COVID-19 pandemic has only
exacerbated these challenges.

Since the early days of the Medicaid program, Puerto Rico has continuously urged
Congress to provide an adequate funding stream that does not place Americans residing
in Puerto Rico at a disadvantage, and starting with the Affordable Care Act, there have
been some improvements. However, those improvements have been temporary, and
Puerto Rico, every couple of years, has faced a massive funding cliff and a potential
humanitarian crisis as a result, as it will again happen at the end of the current fiscal year.
Although Puerto Rico participates in the Medicaid program, its effective Federal Medical
Assistance Percentage ("FMAP") has always been below where it would be if the FMAP
were determined as it is for the states. Currently, the territorial FMAP is set by statute at
55 percent, but would likely be above 80 percent if based on a formula that takes into
account Puerto Rico's average per capita income. In addition, Puerto Rico's Federal
Medicaid funding is capped, and as a result, its effective FMAP is usually far lower than
the statutory amount.
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Specifically, the Affordable Care Act ("ACA") provided a block grant to the
territories, which expired on December 31, 2019. The Consolidated Appropriations Act of
2017 provided Puerto Rico with nearly $300 million in additional Medicaid funds, and the
Bipartisan Budget Act of 2018 provided Puerto Rico and USVI with funds that were
available until September 30, 2019. The Further Consolidated Appropriations Act of 2020,
provided Puerto Rico and the other U.S. territories an increase in Section 1108(g) of the
Social Security Act (SSA) capped funds and an increase in the FMAP.

Puerto Rico was allocated an increased capped funding of $2.6 billion for fiscal year
(FY) 2020, and $2.7 billion for FY 2021, at an increased FMAP of 76 percent. The
increased capped funding for FY 2020 and FY 2021, respectively, were also subject to a
potential annual increase of $200 million, if the Secretary of Health and Human Services
(HHS) certified that Puerto Rico established a reimbursement floor, implemented through
a directed payment arrangement plan, for physician services covered under Medicare Part
B at a rate not less than 70 percent.?

For FY 2021, the total cost of Puerto Rico's Medicaid program is roughly $3.7 billion,
of which roughly $3 billion is the capped Federal share (resulting in a blended FMAP of
roughly 82%). The increased funding has had a very positive effect on the Island's health
care programs by:

e Allowing substantial increases to provider compensation: elevating Medicare Part
B reimbursement to 70 percent of Medicare Fee Schedule

e Providing hospitals DRG-based increases amounting to $106 million

e Providing $50 million dollars to Primary Care Providers ("PCP")

e On the beneficiary side, it allowed raising the poverty level to 85 percent of the
federal poverty level, which enabled up to 200,000 new members

e Funded the Hepatitis-C initiative to start eradication of the disease by 2030

While these increases have helped provide greater access to healthcare for our
vulnerable populations, Puerto Rico now faces a Medicaid fiscal cliff on September 30,
2021. In effect, if Puerto Rico were to "hit the cliff," federal Medicaid funding would revert
to the historical Section 1108 allotment — about $392.5 million — and the remaining
Medicaid expenditures would have to be covered with local funds.

1 The Government of Puerto Rico initially was unable to obligate the totality of the appropriated funds for FY 2020 due
to a rejection by the Financial Oversight and Management Board (FOMB) of Puerto Rico to implement the Puerto
Rico Poverty Level (PRPL) initiative that would have resulted in an estimated additional 200,000 new beneficiaries
joining Puerto Rico's Medicaid program in 2020. The FOMB denied the implementation of the initiative because the
appropriated federal funding for Puerto Rico's Medicaid program was only for two years.

In accordance with PROMESA (P.L. 114-187), the FOMB did not want to approve a program with new beneficiaries
that would face a fiscal cliff. On October 16, 2020, the FOMB approved the Government of Puerto Rico's petition to
temporarily expand Medicaid coverage under the Vital Plan to more than 200,000 new beneficiaries due to the gravity
of the COVID-19 pandemic. On December 11, 2020, the Centers for Medicare and Medicaid Services (CMS)
approved the Vital Plan.

2 Puerto Rico has been working since the Consolidated Appropriations Act of 2020 on improvements to its Medicaid
Program requested by Congress. A report on those activities is attached to this statement.
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If no action is taken by Congress, the effects would include the following:

e Revert to the $392.5 million cap and the 55 percent FMAP which is far below the
current $2.8 billion that Congress allocated for FY21. It would create an enormous
budget shortfall, and it is far below what is needed to operate the program on a
state-like basis, as discussed further below

This funding gap would force the Island's program "Vital" to:

o Rollback all increments afforded to primary care providers as described above

« Un-enroll over 200,000 Medicaid beneficiaries due to a scale back on poverty levels

e Un-enroll between 350,000-400,000 Medicaid beneficiaries in addition to the
200,000 mentioned above to cover the budget gap referenced above

COVID-19 has affected Puerto Rico as severely as it has affected other parts of the
Nation, and the impact on Medicaid has been increased expenses to cover tests,
vaccinations, and treatments. The program has been able to leverage the additional
funding to cover these services without any effect on the negotiated premium. A side
effect, however, has been a noticeable and persistent drop in hospital utilization,
endangering the long-term viability of several hospitals.

| support the efforts of Resident Commissioner Jenniffer Gonzalez-Colén and
others in Congress to propose changes in Medicaid funding for Puerto Rico that are big,
bold, dramatic, and historic, in keeping with the changes this Congress already has
enacted with respect to the application of the Child and Earned Income Credits in Puerto
Rico. It is time to move from the uncertain and unstable temporary funding system for
Medicaid and transition to a state-like program and an FMAP based on Puerto Rico's per
capita income relative to that of the Nation.

| recognize that state-like treatment will require an expansion of the Medicaid
services offered in Puerto Rico. It is my view that American citizens in Puerto Rico with
limited resources should have the same basic healthcare services that Americans enjoy
anywhere else in the United States, and we are prepared to work with Congress to
transition promptly to a fully-funded state-like Medicaid system.

We ask Congress to seize this moment when Puerto Rico faces a Medicaid cliff
and the resulting public health crisis to instead provide adequate and stable long-term
funding to provide the life-saving services patients require to meet their medical needs and
to retain medical specialists by providing competitive reimbursements as it does for
Americans in the fifty states and the District of Columbia.

| thank the members of this Subcommittee for addressing this vital topic and for
taking into consideration the health care needs of vulnerable U.S. citizens in Puerto Rico
and in the U.S. Territories.
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Attachment—Additional Questions for the Record

Subcommittee on Health
Hearing on
“Averting a Crisis: Protecting Access to Health Care in the U.S. Territories”
March 17, 2021

Anne Schwartz, Ph.D., Executive Director, Medicaid and CHIP Payment and Access
Commission

The Honorable Gus Bilirakis (R-FL)

1. The pending Medicaid fiscal cliff is not only an issue for the U.S. Territories, but is also a
U.S. issue — especially for the state of Florida which is often the first to experience the
influx of Medicaid patients from the Territories seeking care. This places an additional
burden on Florida’s Medicaid program, provider network, and patient benefits.

a. Is it more costly to manage a chronic disease patient in the U.S. Territories or in
the States?

MACPAC does not have data to compare the cost of managing a patient with chronic disease in
the U.S. territories to the cost in the 50 states and District of Columbia. However, we know that
spending per full-year equivalent (FYE) enrollee is substantially lower in each territory than it is
for the 50 states and the District of Columbia. For example, in fiscal year (FY) 2018, the state
with the lowest spending per FYE spent $3,802; the median state spent $6,380. By contrast:

American Samoa spent $1,407;

the Commonwealth of the Northern Mariana Islands (CNMI) spent $2,880;
Guam spent $3,292;

Puerto Rico spent $2,034; and

the U.S. Virgin Islands (USVI) spent $2,895 (Schwartz 2021).

*« & o o 0

It is important to note that these statistics exclude spending for long-term services and supports,
which the territories generally do not provide. We are also unable to adjust for differences in
health status of enrollees, or enrollment mix (i.e., the distribution of enrollees across different
eligibility groups).
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Lower spending per FYE in the territories may reflect several factors. For example, the Section
1108 cap limits available funding for Medicaid services. In addition, territories that have
difficulty raising the nonfederal share of expenditures may be limited in their ability to draw
down federal matching funds, limiting resources available for services and other program costs.
For example, some territories faced challenges drawing down additional federal funds available
in FY 2018 through the Patient Protection and Affordable Care Act (ACA, P.L. 111-148, as
amended) and the Bipartisan Budget Act of 2018 (BBA, P.L. 115-123).

Lower spending per enrollee may also reflect lower provider payment rates. Prior MACPAC
work found that Medicaid physician fees are lower in Puerto Rico compared to other states for
certain services, including primary care and maternity services. For example, from July 2016 to
July 2017, Medicaid physician fees were 19 percent of Medicare rates for primary care services
and 50 percent of Medicare for maternity services, compared to the national average of 66
percent of Medicare rates for primary care and 81 percent of Medicare for obstetric care
(MACPAC 2019). We do not have similar data for other territories, although anecdotal
information indicates that provider payments are also low in other territories.

Territories incur substantial costs for patients who must be treated off island. Territories
commonly send patients to Hawaii, the U.S. mainland, or even New Zealand when specialists or
services are unavailable in the territory, incurring costs for transportation and boarding in
addition to the cost of care. Territories negotiate payment rates with off-island providers on a
case-by-case basis, and must often pay rates that are higher than the state or territory’s Medicaid
payment rates (Sablan 2021, Smith 2021, Galva Rodriguez 2021). As a result, the cost of care for
an individual patient treated off-island may be higher than the cost of care for an individual
patient residing in a state who can be treated locally.

b. How is the current fiscal cliff and pandemic impacting the availability of
providers in the territories — is it hard to recruit and retain quality providers?

Territories report facing substantial challenges recruiting and retaining health care providers;
these challenges predate the current fiscal cliff and COVID 19 pandemic.

Provider recruitment and retention challenges facing the territories are not specific to Medicaid.
Puerto Rico has experienced major declines in the physician workforce over the last decade or
longer, consistent with larger trends of outmigration among Puerto Ricans, which are particularly
pronounced among working-age adults (MACPAC 2019). Other territories also report difficulty
retaining and recruiting providers, citing their relatively small populations, geographically
isolated {ocations, lack of training opportunities, and low salaries compared to physician salaries
elsewhere (including on the U.S. mainland) (MACPAC 2019, DPHSS 2021, Plaskett 2021).

Medicaid’s financing structure may also contribute to territories’ ability to recruit and retain
providers. Limits on funding due to the annual Section 1108 cap on federal Medicaid funds and
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the 55 percent federal medical assistance percentage (FMAP) make it difficult for territories to
increase provider payment levels. In some cases, lack of funding has led some territories to delay
or suspend payments, circumstances that run counter to efforts to recruit and retain quality
providers.

Territories have at times been able to maintain or increase provider payment rates during periods
in which temporary additional federal funds and enhanced FMAPs are available. However,
Medicaid fiscal cliffs (i.e., points at which temporary additional funds and enhanced FMAPs
expire) including the one that will occur on October 1, 2021 and the one that occurred on
October 1, 2019, create substantial uncertainty for providers. For example,

e Since the enactment of the Further Consolidated Appropriations Act, 2020, (P.L. 116-94),
Puerto Rico has implemented provider payment increases necessary to maintain an
adequate provider network. Puerto Rico Medicaid officials have indicated that they will
have to roll back the increases if additional federal Medicaid funds are not provided
beyond September 2021 (Galva Rodriguez 2021).

¢ InMarch 2019, CNMI experienced a lapse in federal Medicaid funds and had to suspend
payments to providers. CNMI also restricted services to those provided by the
Commonwealth Healthcare Corporation, meaning Medicaid beneficiaries could not see
private providers during this time. (Schwartz 2021).

* Inseveral instances, Guam has delayed payments to providers because of difficulty
raising the nonfederal share required to draw down federal matching funds (GRMC
2021).

MACPAC does not have data to examine the effects of the pandemic on provider recruitment or
retention efforts. However, experience with past emergencies, including hurricanes and
typhoons, suggest how disruptions of tourism and other economic sectors can affect Medicaid.
Territories may experience challenges raising the nonfederal share, even at the temporarily
enhanced matching rates, constraining resources available to pay providers and creating
additional uncertainty.

Emergencies can also accelerate outmigration and affect supply of physicians and other health
care workers. For example, following Hurricane Maria in September 2017, between 2017 and
2018, Puerto Rico lost an estimated 123,399 residents to outmigration, almost double the amount
observed in the previous three years (MACPAC 2019).

¢. Does this impact continuity of care and drive unnecessary, costly hospital
readmissions?

MACPAC does not have data to assess continuity of care in the territories, how continuity of
care may be affected by the availability of providers, or effects on hospital readmissions.
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2. Has the pandemic impacted the territories’ ability to make meaningful progress towards
implementation of program integrity requirements and, if so, how, and how might this
Committee address those challenges?

While uncertainty about future funding can make it difficult for the territories to make program
investments, according to the territories, they are either in compliance with program integrity
requirements imposed by the Further Consolidated Appropriations Act, 2020 (P.L. 116-94), or
on track to comply by the deadline (ASES 2021, Guerrero 2021, King Young 2021, Sablan 2021,
Smith 2021). In some cases, they are implementing additional systems that promote program
integrity. For example, CNMI and USVI have initiated efforts to implement electronic visit
verification systems for personal care services and health information exchanges (Sablan 2021,
Smith 2021). MACPAC does not have independent sources of information that would enable us
to comment further.
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U.S. HOUSE OF REPRESENTATIVES
COMMITTEE ON ENERGY AND COMMERCE, SUBCOMMITTEE ON HEALTH
“AVERTING A CRISIS: PROTECTING ACCESS TO HEALTH CARE IN THE U.S.
TERRITORIES”

Wednesday, March 17, 2021

Questions for the Record

The Honorable Gus Bilirakis

Question 1: HHS’s OIG determined in their December 2020 report that the risk of
improper Medicaid payments made in Puerto Rico could be increased because CMS
hasn’t provided a recent review of their Medicaid program in addition to not having the
Medicaid Management Information System fully operational.

a. To your knowledge, do these concerns persist?

Other than our recent report and related testimony on the Medicaid procurement process in
Puerto Rico, our prior work reviewing Puerto Rico Medicaid, including the potential for improper
payments, predates the Department of Health and Human Services (HHS) Office of Inspector
General’s December 2020 report. However, with regard to CMS review of Puerto Rico’s
Medicaid program, GAQ reported on a 2016 program integrity review that CMS was conducting
in Puerto Rico. The focus of this review was to examine the territory’s oversight of the Medicaid
program and to assess program integrity activities performed by managed care organizations
(MCO)." The August 2016 review required Puerto Rico to submit a corrective action plan to
address the review’s findings, which the territory did in September 2016. CMS has not
completed a program integrity review in Puerto Rico since 2016.

With respect to the Medicaid Management Information System (MMIS), in January 2021, we
reported that the completeness and accuracy of states’ Transformed Medicaid Statistical
Information System (T-MSIS) data improved, but not all data were meeting applicable
standards.?2 Two T-MSIS data sources—opriority items and analytic files—showed similar trends
for Puerto Rico. In certain areas, Puerto Rico’s T-MSIS data compares favorably with states in
that it has successfully submitted data that CMS considers a top priority. In other areas—such
as the ability to use 2016 T-MSIS data for research and analysis—Puerto Rico had not
submitted sufficient data. Since our January 2021 report was issued, CMS data show that
Puerto Rico has further improved the completeness and accuracy of T-MSIS data, the results of
which can be found on CMS’s web site and on the CMS Data Quality (DQ) Atlas.?

1HHS, Centers for Medicare & Medicaid Services, Center for Program Integrity. Puerto Rico Focused Program
Integrity Review Final Report, (Baltimore, MD: August 2016).

2GAO, Medicaid: Data Completeness and Accuracy Have Improved, Though Not All Standards Have Been Met,
GAO-21-196, (Washington, D.C.: Jan. 14, 2021).

SFor additional information on CMS’s DQ Atlas, see https:/Aww.medicaid.gov/dg-atlas/welcome.
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b. HHS’s OIG additionally mentioned in their report that as of July 2020, Puerto
Rico’s Health Insurance Administration and Medicaid Fraud Control Unit were
not coordinating program integrity efforts with the Medicaid Program Integrity
Unit which would allow them to share information and define program integrity
responsibilities. Additionally, Puerto Rico’s Health Insurance Administration
delegated responsibility for provider oversight to the Managed Care
Organizations without establishing procedures for monitoring the program
integrity efforts of these Managed Care Organizations.

o To your knowledge has Puerto Rico’s Health Insurance Administration
taken meaningful steps to address this concern which, if left
unaddressed, increases the risk of improper program payments?

GAO has not examined coordination between ASES and Puerto Rico’s Medicaid Fraud Control
Unit (MFCU). Our most recent related work predated the creation of Puerto Rico’s MFCU,
where we recommended that CMS reexamine the agency’s program integrity strategy and
develop a cost-effective approach to enhancing Medicaid program integrity in the territories,
including requiring territories to establish a MFCU or working with them to obtain necessary
exemptions or waivers from applicable program oversight requirements.4 In November 2018,
Puerto Rico applied for federal certification of a MFCU, which HHS certified in December 2018.
Puerto Rico's MFCU was staffed in January 2019. in an August 2020 report, the Puerto Rico
Department of Justice reported that 41 cases of possible fraud had been referred to the MFCU,
of which 16 remained open.5

c. Did GAO observe procedures for reporting Medicaid overpayments on Form
CMS-64 with Puerto Rico’s Medicaid Fraud Control Unit or Program Integrity
Unit?

The scope of recent GAO reviews of Puerto Rico’s Medicaid program has not included
procedures for reporting overpayments on the Centers for Medicare & Medicaid Services (CMS)
Form-64. We have previously reported that the limited detail on the types and volume of
services provided in the territories can hinder program integrity efforts, including making it
difficult to identify potential fraud, waste, and abuse. Moreover, because Puerto Rico’s Medicaid
program is entirely managed care, the territory reports payments made to MCOs on the CMS
Form-84 rather than report service-level expenditures. Under their contracts with ASES, the
MCQOs providing services to Medicaid beneficiaries in Puerto Rico are required to submit
encounter data to ASES, which could provide insight on service-level utilization. However, in our
prior work, CMS officials told us they do not collect or review these data on a regular basis.®

AGAO, Medicaid and CHIP: increased Funding in U.S. Territoties Metits Improved Program Integrity Efforts, GAO-16-
324, (Washington, D.C.: Apr. 8, 2016). Since this report was issued, the U.S. Virgin Islands also established a MFCU
and the three remaining territories—American Samoa, the Commonweatlth of the Northern Mariana Islands, and
Guam-—obtained the necessary exemptions or waivers from CMS.

SPuerto Rico Department of Justice, Informe de Logros del Departamento de Justicia 2017-2020, (San Juan, Puerto
Rico: August 31, 2020).

8See GAO-16-324.
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d. Does Puerto Rico and the territories have a sufficient level of trained staff with
the institutional knowledge and skill necessary to effectively manage potential
risk in the Medicaid program?

GAO has not assessed the sufficiency of Medicaid program staff in the U.S. territories. Our prior
work has shown that the territories are subject to a capped allotment and frequently have
exhausted available federal Medicaid funds. We also found examples of program integrity
efforts that CMS officials said the territories did not perform because funds spent on these
efforts would reduce the amount of Medicaid funds available for services. Specifically, CMS
officials said that the territories, other than Puerto Rico, had not established separate program
integrity units because they lack adequate funding and personnel to do so. Medicaid funds
spent on such oversight efforts would reduce the amount of funds available for the provision of
health care services—that is, count against the Medicaid capped allotments for the territories.”

Regarding federal program oversight efforts, we also reported that CMS officials had assigned
officials to the five territories to assist in program integrity efforts, and that their role was
generally focused on providing technical assistance.® The activities of these officials varied
across the territories, ranging from resolving complaints to more proactive efforts to identify
trends indicating fraud, waste, and abuse.

e. | understand that program funding in territories comes from a variety of
funding streams. Is this patchwork of funding conducive to proper oversight
or does it create challenges and if so, what are some of those challenges and
how might this Committee address?

GAO has previously reported that multiple funding streams can complicate program efficiency
and effectiveness, but are not necessarily problematic in and of themselves.? Mulitiple federal
programs, such as Medicare and Medicaid, as well as various HHS grant programs, fund health
care services in the territories, as well as in all states. Our prior work found that Medicare was
the single largest source of health care funding, representing over three-quarters of total funding
in the territories.'® Because Puerto Rico represents over 90 percent of the total territory
population, we found that the aggregate spending numbers masked the often significant
variation in the sources of funding among the territories. Specifically, while the proportion of
federal spending by source in Puerto Rico largely mirrored the aggregate numbers, health care
grant funding represented a much larger proportion of health care funding in the other four
territories, largely due to their comparatively smaller Medicare populations. Various HHS
agencies also distribute health care grants to the territories to support health care services and
outreach programs.

“See GAO-16-324. Although the FMAP for costs associated with establishing 2 MFCU is 90 percent for 3 years, any
expenditures relating to the establishment and operation of a MFCU would count against the territories’ capped
Medicaid allotment.

80ne CMS official was assigned program integrity responsibilities for American Samoa, Guam, and CNM, and
another CMS official was assigned such responsibilities in Puerto Rico and the U.S. Virgin Islands.

9See GAO, Fragmentation, Overlap, and Duplication: An Evaluation and Management Guide GAO-15-498P
{Washington, D.C.: Apr. 14, 2015).

108ee GAO, U.S. insular Areas: Multiple Factors Affect Federal Health Care Funding, GAO-06-75, (Washington, D.C.:
Oct. 14, 2005). The Department of the Interior also funds health infrastructure and provides technical assistance to all
territories but Puerto Rico.
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Qur prior work did not examine the oversight implications of this funding patchwork, although, as
noted, this is not unique to the territories. However, our ongoing work examining the federal
government’s response to the COVID-19 pandemic has identified the potential for duplicate or
overlapping payments in cases where federal funds are targeted to the same population.
Specifically, COVID-19 funds are available through multiple agencies within HHS, as well as
agencies outside of HHS, such as the Small Business Administration. In our September 2020
report, we found the potential for duplicate or erroneous payments for COVID-19 testing of
uninsured individuals by the Health Resources and Services Administration (HRSA) and CMS,
both within HHS. While HRSA and CMS have implemented controls, the potential for these
duplicate payments continues to exist, underscoring the importance for continued federal and
state oversight."

Question 2: Has the pandemic impacted the territories’ ability to make meaningful
progress towards implementation of program integrity requirements and, if so, how, and
how might this Committee address those challenges?

The Further Consolidated Appropriations Act, 2020 (Act) (P.L. 116-94), contained provisions to
improve Medicaid program integrity in Puerto Rico including by directing Puerto Rico to publish
a Contracting Reform Plan. While addressing the public health emergency posed by COVID-19
has been a top priority in the territories (as it is in the states), Puerto Rico has taken steps to
address program integrity issues that were identified by the Act. Continued updates from Puerto
Rico on these and other related efforts, as well as risk-based oversight of Puerto Rico’s
procurement process by CMS, as we recommended in our February 2021 report, could help
ensure that these efforts continue and help inform Committee efforts to address program
integrity challenges.

In December 2020, Puerto Rico issued a Contracting Reform Plan in response to the
requirements set forth in the Act. In its April 2021 semi-annual report to Congress, Puerto Rico
reported making progress toward implementing certain of these contract reforms by establishing
a threshold to require competitive procurement methods for all Medicaid-funded professional
services contracts over $150,000, formalizing the process for responding to contracting
document requests from CMS, and building a contract document inventory. These reported
activities may address concerns raised in our February 2021 report about the absence of
important steps to promote competition in Puerto Rico’s Medicaid procurements that we
reviewed.'? Puerto Rico also reported making progress on other program integrity efforts
including establishing and appointing a lead to the Program Integrity Unit and improving
enroliment verification with employer verification and Public Assistance Reporting Info System
checks.

In addition, in response to COVID-19, CMS has made widespread use of pregram waivers and
other flexibilities to expand the availability of Medicare and Medicaid services, maintain access
for beneficiaries, and give providers more flexibility in treating beneficiaries. These waivers have
allowed states and territories to relax certain program integrity activities related to providers—
including licensing requirements, criminal background checks, and site visits—which poses

MGAQ, COVID-19: Federal Ffforts Could Be Strengthened by Timely and Concerted Actions, GAQ-20-701,
{Washington, D.C.: Sept. 21, 2020).

2GAO, Medicaid: CMS Needs to Implement Risk-Based Oversight of Puetto Rico’s Procurement Process, GAO-21-
229, (Washington, D.C.: Feb. 5, 2021).
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program integrity risks. Many of these waivers are scheduled to end after the COVID-19 public
health emergency expires, but stakeholders have expressed interest in making some waivers
permanent. The ongoing program integrity risks associated with these waivers indicate the need
for appropriate CMS oversight. In addition, CMS’s January 2021 Pandemic Plan outlines that
CMS should evaluate the impact of waivers used to respond to a pandemic to inform planning
for future emergencies. Such an assessment could help identify leading practices and
implementation challenges to be addressed by states, CMS, and Congress.
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