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Dear Deputy Directors Johnson and Challacombe:

The Centers for Medicare & Medicaid Services (CMS) is updating the section 1115
demonstration monitoring approach to reduce state burden, promote effective and efficient
information sharing, and enhance CMS’s oversight of program integrity by reducing variation in
information reported to CMS.

Federal section 1115 demonstration monitoring and evaluation requirements are set forth in
section 1115(d)(2)(D)-(E) of the Social Security Act (the Act), in CMS regulations in 42 CFR
431.428 and 431.420, and in individual demonstration special terms and conditions (STCs).
Monitoring provides insight into progress with initial and ongoing demonstration implementation
and performance, which can detect risks and vulnerabilities to inform possible course corrections
and identify best practices. Monitoring is a complementary effort to evaluation. Evaluation
activities assess the demonstration’s success in achieving its stated goals and objectives.

Key changes of this monitoring redesign initiative include introducing a structured template for

monitoring reporting, updating the frequency and timing of submission of monitoring reports,
and standardizing the cadence and content of the demonstration monitoring calls.

Updates to Demonstration Monitoring

Below are the updated aspects of demonstration monitoring for the Arizona Health Care Cost
Containment System (AHCCCS) (Project Number 11-W-00275/09 and 21-W-0074/9)
demonstration.

Reporting Cadence and Due Date

CMS determined that, when combined with monitoring calls, an annual monitoring reporting
cadence will generally be sufficient to monitor potential risks and vulnerabilities in
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demonstration implementation, performance, and progress toward stipulated goals. Thus,
pursuant to CMS’s authority under 42 CFR 431.420(b)(1) and 42 CFR 431.428, CMS is
updating the cadence for this demonstration to annual monitoring reporting (see also section
1115(d)(2)(D)-(E) of the Act). This transition to annual monitoring reporting is expected to
alleviate administrative burden for both the state and CMS. In addition, CMS is extending the
due date of the annual monitoring report from 90 days to 180 days after the end of each
demonstration year to balance Medicaid claims completeness with the state’s work to draft,
review, and submit the report timely.

CMS might increase the frequency of monitoring reporting if CMS determines that doing so
would be appropriate. The standard for determining the frequency of monitoring reporting will
ultimately be included in each demonstration’s STCs. CMS expects that this standard will
permit CMS to make on-going determinations about reporting frequency under each
demonstration by assessing the risk that the state might materially fail to comply with the terms
of the approved demonstration during its implementation and/or the risk that the state might

implement the demonstration in a manner unlikely to achieve the statutory purposes of Medicaid.
See 42 CFR 431.420(d)(1)-(2).

The Arizona Health Care Cost Containment System demonstration will transition to annual
monitoring reporting effective June 25, 2025. The next annual monitoring report will be due on
March 30, 2026, which reflects the first business day following 180 calendar days after the end
of the current demonstration year. The demonstration STCs will be updated in the next
demonstration amendment or extension approval to reflect the new reporting cadence and due
date.

Structured Monitoring Report Template

As noted in STC 105, “Monitoring Reports,” monitoring reports “must follow the framework to
be provided by CMS, which is subject to change as monitoring systems are developed/evolve,
and be provided in a structured manner that supports federal tracking and analysis.” Pursuant to
that STC, CMS is introducing a structured monitoring report template to minimize variation in
content of reports across states, which will facilitate drawing conclusions over time and across
demonstrations with broadly similar section 1115 waivers or expenditure authorities. The
structured reporting framework will also provide CMS and the state opportunities for more
comprehensive and instructive engagement on the report’s content to identify potential risks and
vulnerabilities and associated mitigation efforts as well as best practices, thus strengthening the
overall integrity of demonstration monitoring.

This structured template will include a set of base metrics for all demonstrations. For
demonstrations with certain waiver and expenditure authorities, there are additional policy-
specific metrics that will be collected through the structured reporting template.

The base and policy-specific metrics include applicable established measures of quality of care
and correlated outcomes, which will be standardized across all similar demonstrations. The state
may continue reporting additional quality measures to address state goals and priorities. CMS
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will no longer expect the state to report metrics that include elements from the draft CMS
disparities-sensitive measure set, referenced in the demonstration STCs.

CMS is also removing the requirement for a Monitoring Protocol deliverable, which has been
required under certain types of section 1115 demonstration, including but not limited to the
Substance Use Disorder (SUD), Serious Mental Illness (SMI)/Serious Emotional Disturbance
(SED), Health-Related Social Needs (HRSN), and reentry demonstrations. Removal of the
Monitoring Protocol requirement simplifies and streamlines demonstration monitoring activities
for states and CMS.

The demonstration STCs include requirements to submit a Home and Community Based
Services (HCBS) Quality Improvement Strategy (QIS) Report (STC 27, Attachment J), HCBS
Performance Measure Report (STC 27, Attachment J), HCBS Evidentiary Report (STC 28) and
HCBS Deficiency Report (STC 28) that previously may have been included as part of the
quarterly or annual monitoring reports. The state is still required to submit the HCBS specific
deliverables and reports stipulated in the STCs, but separately from the structured monitoring
reports. CMS will provide applicable instructions in the coming weeks.

Demonstration Monitoring Calls

As STC 112 “Monitoring Calls” describes, CMS may “convene periodic conference calls with
the state,” and the calls are intended “to discuss ongoing demonstration operation, to include (but
not limited to) any significant actual or anticipated developments affecting the demonstration.”
Going forward, CMS envisions implementing a structured format for monitoring calls to provide
consistency in content and frequency of demonstration monitoring calls across demonstrations.
CMS also envisions convening quarterly monitoring calls with the state and will follow the
structure and topics in the monitoring report template. We anticipate that standardizing the
expectations for and content of the calls will result in more meaningful discussion and timely
assessment of demonstration risks, vulnerabilities, and opportunities for intervention. The
demonstration STCs will be updated in the next demonstration amendment or extension approval
to reflect that monitoring calls will be held no less frequently than quarterly.

CMS will continue to be available for additional calls as necessary to provide technical
assistance or to discuss demonstration applications, pending actions, or requests for changes to
demonstrations. CMS recognizes that frequent and regular calls are appropriate for certain
demonstrations and at specific points in a demonstration’s lifecycle.

In the coming weeks, CMS will reach out to schedule a transition meeting to review templates
and timelines outlined above. As noted above, the pertinent Arizona Health Care Cost
Containment System section 1115 demonstration STCs will be updated in the next
demonstration amendment or extension approval to reflect these updates.
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If you have any questions regarding these updates, please contact Danielle Daly, Director of the
Division of Demonstration Monitoring and Evaluation, at Danielle.Daly@cms.hhs.gov.

Sincerely,

Km MWJ/

Karen LLanos
Acting Director

Enclosure
cc: Edwin Walaszek, State Monitoring Lead, Medicaid and CHIP Operations Group
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