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Executive Summary: Arizona-Hawaii HAPA Project

The Arizona Health Care Cost Containment System (AHCCCS) is Arizona's Medicaid program and the State of Arizona's health care program for persons who do not qualify for Medicaid.  The State of Arizona recommends the Hawaii/Arizona PMMIS Alliance project because of its impact on improving the information technology systems to provide Medicaid disbursement and because it represents a unique partnership between the federal government, the State of Hawaii, the Medicaid program in Hawaii and the State of Arizona’s AHCCCS program.

AHCCCS is a statewide, managed care program with the vast majority of eligibles enrolled in managed care health plans.  This differs from traditional fee-for-service Medicaid, where providers bill the State as services are rendered.  A major component of program administration is the complex automated system to ensure that eligible persons can access the entitlement services.  Arizona’s system, which is the Prepaid Medical Management Information System (PMMIS) was initially implemented in 1991 and is operated by the State internally.  At the time, PMMIS was the only statewide Medicaid Management Information System (MMIS) with strong managed care functions such as enrollment, capitation payment and encounter data processing.  

In 1998, Hawaii learned Arizona was successfully administering its Medicaid managed care program using PMMIS.  Hawaii approached Arizona to see if a partnership could be established to provide the PMMIS functionality to Hawaii.  The State of Hawaii proposed to use a modified version of the Arizona PMMIS to replace its current interim systems and to implement the functions required for a federally certified Medicaid Management Information System.  Both states participated in a requirements study funded by Hawaii to determine the scope of changes that would be required to convert PMMIS to meet Hawaii’s needs.  The results of the study were:  a small number of changes to Arizona’s PMMIS would meet Hawaii’s processing needs; the cost of the changes to Hawaii would be less than the cost of implementing a system from scratch; and, the ongoing operating costs for both of the states would be less under the partnership than if each state maintained its own system.

With legislative authority, Hawaii and Arizona entered into an agreement to implement the PMMIS for the State of Hawaii Medicaid Program through a joint effort of the Hawaii Department of Human Services and Arizona’s AHCCCS.  Under this joint arrangement, the Hawaii Med-Quest Division engaged AHCCCS to design, develop, implement, operate and maintain the PMMIS for Hawaii.  Both states benefit from the enhancements required to support Hawaii and agreed to share the ongoing costs of maintenance and operation of the system.

The Hawaii/Arizona PMMIS Alliance (HAPA) project is unique in that it required two states to innovate and implement a project that is the first of its kind in the nation.  
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The State of Arizona recommends the Arizona-Hawaii PMMIS Alliance project because of its impact on improving the information technology systems to provide Medicaid disbursement and because it represents a unique partnership between the federal government, the State of Hawaii, the Medicaid program in Hawaii and the State of Arizona’s AHCCCS program.

The Prepaid Medical Management Information System (PMMIS) is Arizona's version of Medicaid Management Information Systems (MMIS).  Arizona was the first, and to date the only, HCFA-certified MMIS specifically designed for Medicaid managed care.  In August of 1999, Arizona entered into an agreement with the State of Hawaii to implement the system for Hawaii and to become their service provider for health care cost containment.  This is the first joint venture of its kind between two states.  To execute this contract required legislation in both Arizona and Hawaii.  This project represents a major and significant departure from the more traditional approach to software development and servicing.  Hawaii will expand and build on the investment and the success of the Arizona PMMIS, while both states benefit from supplemental federal funding for the joint venture for improvements and enhancements to the software.

The Arizona Health Care Cost Containment System (AHCCCS) is Arizona's Medicaid program and the State of Arizona's health care program for persons who do not qualify for Medicaid.  AHCCCS is a statewide managed care program with the vast majority of eligibles enrolled in managed care health plans.  This differs from traditional fee-for-service Medicaid, where providers bill the State as services are rendered.  A major component of program administration is the complex automated system to ensure that eligible persons can access the entitlement services.  Arizona’s system, which is the Prepaid Medical Management Information System (PMMIS) was initially implemented in 1991 and is operated by the State internally.  At the time, PMMIS was the only statewide Medicaid Management Information System (MMIS) with strong managed care functions such as enrollment, capitation payment and encounter data processing.  

In 1998, Hawaii received disappointing responses to a Request for Information (RFI) issued in 1998 for alternatives to its systems.  This left Hawaii still seeking an option that would provide an information system with a proven track record, known features and functions, which could be operational in a reasonably short timeframe.

 Hawaii learned Arizona was successfully administering its Medicaid managed care program using PMMIS.  Hawaii learned that AHCCCS was successfully administering its Medicaid managed care program using PMMIS.  Hawaii approached Arizona to see if a partnership could be established to provide the PMMIS functionality to Hawaii.

Both states expected to benefit from the enhancements required to support Hawaii.  The decision was made to proceed and the necessary Interstate Agreements were executed.  The project was named the Hawaii Arizona PMMIS Alliance (HAPA).  The mission of the project was to design, develop, implement, maintain and operate a Medicaid system for Hawaii.  

The goals and objectives of the project plan are divided in two major phases:

Phase
Milestone
Date

Phase I
Interstate Agreements
September 1999


Planning and Infrastructure
March 2000

Phase II 
Managed Care Component Function
Begin September 1999


Enrollment and Payment to Plan
November 2000


Reference and Provider
December 2000


Encounters
January 2001


Management Reporting
March 2001

Phase I for Planning and Infrastructure included changes within AHCCCS Information Services Division (ISD) necessary to support the project.  These included:

· ISD staff converted into a new classification structure with 5 tiers

· ISD standards, policies and procedures were reviewed and updated

· A release management process, including prioritization of change requests, was formalized

· A configuration management plan was developed

In addition to the ISD infrastructure changes, a detailed cost accounting process was developed.  This was critical to ensure that each State and the various State and Federal oversight entities had access to information regarding the costs borne by each state and the Federal share of development costs.

Phase II of the project included identifying and implementing the PMMIS changes necessary to provide Hawaii with the managed care components of the system.  These include:

· Recipient eligibility and enrollment

· Capitation payment to contracted health plans

· Provider demographics, qualifications and affiliations with health plans

· Health plan contracts

· Encounter data processing

A detailed project work plan using Microsoft Project was developed, maintained and monitored throughout the project.  This enabled the project manager to measure and monitor the actual progress to the work plan.  Formal status reports and meetings took place to communicate and monitor status and resolve issues.  These included weekly project management team meetings, a monthly status report meeting with GITA, updates to Information Technology Authorization Committee, a monthly internal Advisory and Oversight Committee, and a quarterly joint State Advisory and Oversight meeting.

Improvement to Government

Every milestone identified through Phase II was implemented, including the subsystems: Enrollment, Payment to Plan, Reference, Provider, and Encounters.  

Overall, the Arizona HAPA project improved the Arizona information technology system that AHCCCS uses and provided a unique, cost-saving partnership opportunity between the State of Hawaii, the federal government and AHCCCS.  It is the first of its kind in the nation and the innovation represents the core values of AHCCCS.  Specifically, the improvements to government include:
· Hawaii gaining a Medicaid system to effectively administer the provision of medical services to its 130,000 qualified members

· Increased quality and quantity in the State of Arizona for projects performed by AHCCCS Information Services Division (ISD) due to the improved infrastructure for managing IT projects

· Increased customer service through improved resource management and productivity attributable to an enhanced time reporting system which was implemented early in the project and is now used for all projects

· Increased customer service due to the knowledge gained in use of new automated tools such as those used for reports and job scheduling for Hawaii

· Improved efficiency and accuracy of Arizona processing resulting from existing Arizona problems identified and corrected during extensive testing of the Hawaii system

· Increased quality products resulting from the application of “best practices” and “Lessons Learned” identified during a post-implementation analysis

Benefits

The HAPA project provided a number of benefits to the State of Arizona, including:

· Expansion and refinement of the project tracking and reporting systems which support both project management and project costing

· Development of a configuration management process

· Functional benefit from some of the enhancements for Hawaii

· Recovery of a portion of the costs for ongoing maintenance and operation of the system due to Hawaii’s sharing those costs

· Investment in IT resources and system enhancements made possible by the cost recovery of certain operating expenses allocated to Hawaii

Return on Investment


Once the project was determined to be feasible, cost and past performance became decision drivers.  The cost of Arizona implementing was compared to analogous private vendor costs.  The costs were significantly cheaper with Arizona developing and operating the system as compared to those in the private sector.  Arizona has a solid, proven track record of a successfully implemented Medicaid system.  Prior private vendors working with the State of Hawaii had not been successful.  

Based on cost, Arizona’s proven track record, and limited changes to our existing system, the recommendation was given to have Arizona implement the project as opposed to any alternatives in the private sector.  This was considered the permanent solution for meeting short and long-term needs.

There are basic returns on investments for Arizona associated with cost sharing:

1.  This partnership has enabled both states to share in the majority of the

on-going maintenance and new development costs for the system which can

reach multi million dollars per year.

2. Both states split the costs for infrastructure improvements which

strengthen the software development cycle and makes it repeatable.

3. With both states analyzing new initiatives and tools, they are able to

come up with better solutions which both can implement.

4. Future technology changes will be shared by both states.

Traditionally, states including Hawaii have procured the services of vendors in the private sector to design, implement and operate Medicaid Management Information Systems PMMIS).  Over the years, the Centers for Medicaid and Medicare Services (formerly HCFA) and the states have spent hundreds of millions of dollars to implement these systems.  The HAPA project implemented the Phases ahead of schedule and within budget, at a fraction of the cost in the request for information and request for proposals.

