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Why are improved MIS capabilities so essential? 
 
Three interrelated trends that began in the late 1970s and gathered momentum through the 80s 
and 90s have greatly enhanced the importance of establishing and maintaining a well designed, 
statewide management information system. These trends include the development of dispersed 
community-based services,1 the privatization of the service delivery process,2 and the states’ 
growing reliance on Medicaid funding.3 While the pace and direction of change have varied 
considerably from state to state, one theme cutting across most state Developmental Disabilities 
(DD) service system reforms has been the decentralization of responsibility and accountability 
for overseeing the management of state-funded services within defined geographic catchment 
areas of a state. A well designed management information system is a critical tool in a 
decentralized service environment because in allows state officials to effectively and efficiently 
monitor performance and ensure compliance with statutory and regulatory requirements. 
 
                                                 
1 The Research and Training Center on Community Living at the University of Minnesota reports that 87.3 percent 
of persons placed in the community between 1977 and 2001 were placed in small residences with six or fewer beds 
(Residential Services for Persons with Developmental Disabilities: Status and Trends Through 2001, 
RTCCL/UMN, June 2002, page 46). 
 
2 RTCCL also reports that of the 270,141 persons who entered a state-funded community residential setting between 
1977 and 2001, 258,617, or 95.7 percent, were, or are being, served in a non-state-operated facility/setting. Ibid. 
  
3 According to Braddock, et al., the proportion of the states’ community services budgets that are made up of 
Medicaid dollars (federal share + state/local match) increased from 35 percent of the total in 1990 to 94 percent of 
the total in 2000 (David Braddock (ed.), Disability at the Dawn of the 21st Century and the State of the States, 
American Association on Mental Retardation: Washington, D.C., 2002).  
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Why are advanced MIS systems so important to the effective management of 
Medicaid-funded services? 
 
Medicaid is a vendor payment program in which states are required by federal law to establish 
that a given reimbursable service has been furnished to a particular Title XIX-eligible 
beneficiary, at a specified date and time, at a particular location and in accordance with state 
established requirements. Thus, in order to claim reimbursement on behalf of Medicaid-eligible 
individuals, a state must gather and maintain a far more robust range of state/local management 
data than typically has been required to administer state only funded grant/purchase-of-service 
programs. Such data systems moreover needs to be dovetailed with the state’s Medicaid 
Management Information System (MMIS) in order to file federal financial participation (FFP) 
claims with the Centers for Medicare and Medicaid Services (CMS). 
 
Are there reasons other than effective financial management for upgrading a 
state’s management information capabilities? 
 
Looking beyond the central role accurate, timely data plays in operating a responsive financial 
management system, there, indeed, are other, sound reasons why state developmental disabilities 
agencies should consider improving their information technology systems. First, CMS is in the 
process of “raising the bar” with respect to state oversight of the quality and accountability of 
providers of Medicaid-funded home and community-based (HCB) services. Over the past few 
years, CMS has invested of millions of dollars in discretionary grant and contract-funded 
activities aimed at: (a) helping states to strengthen basis elements of infrastructure necessary to 
effectively oversee the delivery and ensure the quality of HCB services; and (b) improve the 
federal government’s own, internal capacity to monitor state performance in this area. One strand 
of this activity has been focused on helping states to upgrade their information technology 
capabilities.4 
 
Second as the size and diversity of community DD service systems have grown, it has become 
more and more difficult for states to manage such systems effectively without employing 
advanced IT applications. Quite aside from the initiatives CMS has launched, more and more 
states – especially large, populous states – have come to recognize that information can be a 
powerful management tool if properly employed. 
 
Third, as states transition from their traditional role as direct providers of DD services to 
managers of increasingly large and complex service delivery systems, the need for complete, 
accurate and timely data upon which to base management decisions becomes more and more 
acute. The growing emphasis on creating personalized networks of community supports and the 
movement toward self-direction also have imposed new demands on state management 
information systems. In addition, the continuing decline in the number of state employees – a 

                                                 
4 Within the next few months, CMS is expected to release a series of “data readiness” reports prepared a contractor 
(Medstat) that was asked by federal officials to complete a systematic examination of the efforts underway in seven 
states that are at the forefront in attempting to apply IT technology to improving the quality and appropriateness of 
Medicaid-financed home and community-based services.  
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longstanding, nationwide trend that is being accentuated by the states’ current budget woes – is a 
contributing factor to the emerging emphasis on developing “data-driven” management systems. 
 
Finally, access to accurate, timely utilization and expenditure data is invaluable as states evaluate 
the potential ramifications of pursuing new financing options. Especially in the current budget 
environment, states must be able to examine the possible effects of alternative third-party 
funding arrangements and gain a full understanding of their likely impacts before making critical 
system financing decisions. 
 
But, our state is in the midst of a terrible budget crisis. We can’t afford to invest 
in MIS improvements at this time. 
 
Investing scarce dollars to improve management information systems may seem unrealistic 
during a period when many states face the worst budget crisis they’ve encountered since World 
War II. But, if a state’s MIS initiative is properly structured, the federal government will assume 
90 percent of the costs of designing new MIS applications and 75 percent of the costs of 
implementing them, provided they are to be an integral part of the state’s Medicaid Management 
Information System. 
 
What is the legal basis for FFP claims related to MIS improvements? 
 
Congress amended Title XIX of the Social Security Act in 1972 to add provisions authorizing 90 
percent federal financial participation in the cost of designing, developing and installing 
mechanized claims processing and information retrieval systems, plus 75 FFP in the cost of 
operating such systems.5 For Medicaid purposes, the mechanized claims processing and 
information retrieval systems which states are required by law to develop and operate (unless this 
requirement is waived by the Secretary) is called the Medicaid Management Information System 
(MMIS). Regulations implementing the subject requirements of the 1972 law were promulgated 
initially by the U.S. Department of Health, Education, and Welfare in 1974 and subsequently 
have been revised and reorganized on a number of occasions. At the current time, the MMIS 
requirements can be found in Sub-Part C, Section 433, Chapter 42 of the Code of Federal 
Regulations (42 CFR 433, Sub-part C). Detailed administrative policies governing MMIS 
operations are contained in Part 11 of CMS’ State Medicaid Manual. The discussion which 
follows is based on the above CMS regulatory and administrative policies. 
 
Can management information systems maintained by state agencies other than 
the SSMA qualify for FFP at the enhanced rates authorized under federal law? 
 
Historically, state MMIS systems have been designed to meet the needs of programs 
administered by or through single state Medicaid agencies (SSMA). But, as the scope of 
Medicaid operations has expanded over the past two decades and a wider range of other state 
agencies have been assigned key operational roles in administering Medicaid-funded services, 
states have sought to quality for FFP “support” modules of the MMIS that are maintained by 

                                                 
5 Section 235, P.L. 92-603. 
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state agencies other than the SSMA. CMS’ present policies accommodate the approval of such 
support modules as part of the MMIS provided the proposed module: 
 

• will support administration of the Medicaid program; and 
 

• meets all MMIS requirements plus, as applicable, the requirements to qualify for 
enhanced FFP contained in Section 11225 of the State Medicaid Manual.   

 
Section 11225 (Considerations and Options) of the Manual indicates, in part, that a state “... 
need not have a single comprehensive claims processing and information retrieval system” if the 
multiple systems that are in place meet the following criteria: 
 

• “... All systems feed into a single comprehensive utilization and management 
reporting system that meets the requirements of Chapter 11 [of the SMM]; Under 
this approach, all of these components (subsystems) comprise the [state’s] 
MMIS.” 

 
• Maintaining “[m]ultiple systems do[es] not appreciably increase cost[s] or detract 

from the primary benefits expressed” in Chapter 11. 
 

• CMS “determines that such systems are likely to provide more efficient, 
economical and effective administration of the state plan.” 

 
How does a state go about obtaining CMS’ approval to design and implement 
new MMIS modules at the enhanced FFP rates? 
 
The key to obtaining enhanced FFP for the design, development, installation, operation, and/or 
enhancement of an MMIS is to gain CMS’ approval of the state’s Advanced Planning Document 
(APD). An APD is defined in Chapter 11 as “a written plan of action to acquire the proposed 
automated data processing (ADP) services and equipment.” Additional requirements governing 
the contents of an APD and related equipment/service acquisitions are contained in 42 CFR 433, 
Subpart C and Part 11 of the State Medicaid Manual. 
 
Typically, in submitting an APD, a state seeks CMS’ approval to solicit bids to develop a 
preliminary set of MIS design specifications, including the hardware and software required to 
implement such a system. Once federal approval of the APD is received, the state is expected to 
submit a detailed implementation schedule and contract services documents to CMS for 
approval. The subsequent reporting requirements, preliminary system evaluation, on-site 
observation, post-site evaluation, and final CMS approval processes are explained in Chapter 2, 
Part 11 of the State Medicaid Manual. 
 
CMS requirements vary according to the rate of FFP being requested by a state. All requests for 
FFP at the 90 percent rate are subject to prior CMS approval. For the 75 or 50 percent federal 
funding rates, a request that does not involve sole source procurement is subject to prior  
approval only when the estimated costs exceed a threshold level established by CMS (currently 

PA 01-2003  Page 4 



 

$5 million). For sole source procurements at the 75 or 50 FFP rates, the current CMS prior 
approval threshold is $1 million (combined federal and state costs). 
 
The head of the single state Medicaid agency must submit to the CMS Regional Office a request 
for approval of an APD. Appropriate SSMA staff members also must head the project 
management team that is responsible for developing and implementing the APD. Moreover, the 
SSMA is responsible ultimately to CMS for completing the project module. 
 
Non-Title XIX costs must be allocated out of the request for federal matching submitted as part a 
state’s APD. In particular, the cost allocation must take into account: (a) costs of system 
development and operational activities that relate to non-Medicaid-eligible beneficiaries; and  
(b) costs related to system functionality that is not MMIS-related, such as certain provider or 
institutional administrative functions (e.g., admissions). 
 
A formal interagency service agreement must exist between the SSMA and the partner state 
agency that: (a) establishes the functional relationship between the agencies in performing 
Medicaid related activities; and (b) creates a mechanism for passing through allowable costs 
incurred by the partner state agency to the SSMA in a form valid for submission as a HCFA-64 
claim. Only SSMAs may claim federal reimbursement for APD-related costs. 
 
Has any state sought and received CMS approval to claim enhanced FFP for 
designing and installing an improved developmental disabilities MMIS module? 
 
In recent years, several state developmental disabilities agencies have launched broad-ranged 
initiatives to upgrade their management information capabilities. Generally, these initiatives have 
been undertaken in response to the following combination of factors: (a) the shift toward highly 
individualized, person-centered supports; (b) the resulting proliferation in service categories, 
program sites and payment rates; and (c) the state’s growing reliance of Medicaid to finance 
specialized long-term supports for persons with developmental disabilities. All of these 
developments are an outgrowth of the transformation in the role of state government from the 
primary service provider to the manager of an increasingly complex network of private providers 
of services and support. To perform its new role effectively, officials in these states have 
concluded that they must employ the tools of modern information technology more effectively 
and create fully integrated management information system that cut across all components of the 
DD service network. Here are examples of the activities underway in a few, selected states: 
 

Pennsylvania. The state Office of Mental Retardation, a unit of the Pennsylvania 
Department of Public Welfare (DPW)6, launched an ambitious, multi-year initiative in 
2000 aimed at completely revamping the way in which community-based services are 
managed within the Commonwealth. To support the intended changes in business 
activities system-wide, a state-of-the-art, computer-assisted management information 
system, called the Home and Community Services Information System (HCSIS), is being 
installed in stages. Initially, HCSIS was intended to support community mental 
retardation services only, but DPW officials were so impressed with the system’s 

                                                 
6 The Department of Public Welfare functions as the Commonwealth’s single state Medicaid agency.  
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potential capabilities that they later expanded the scope of operations to include all nine 
Medicaid home and community-based waiver programs operated by the department. 
Ultimately, HCSIS will support the: 
 

 Collection and maintenance of demographic and registration data; 
 Development of individual profiles and budget spending targets for all waiver 

participants; 
 Aggregation of individual budget data to support fund allocation and financial 

reporting processes; 
 Collection and storage of provider information; 
 Provider billing processes; 
 Storage of operational and provider performance information that is readily 

accessible to all interested stakeholders; 
 Integration of monitoring and evaluation data as part of a comprehensive 

quality management framework. 
 
HCSIS will provide a common information platform for and be accessible to all system 
stakeholders – DPW officials, county agency staff, service coordinators, provider agency 
staff, and persons with disabilities as well as their family members – thereby affording a 
uniform basis for managing the delivery of state-financed community services in all parts 
of the Commonwealth. 
 
At last report, DPW officials were in the final stages of preparing an Advanced Planning 
Document that was to be submitted to the Philadelphia Regional Office of CMS. 
 
Massachusetts. In the summer of 2000, the Boston Regional Office of CMS approved a 
Planning Advanced Planning Document (P-APD) jointly submitted by the Massachusetts 
Division of Medical Assistance (DMA) and the state Department of Mental Retardation 
(DMR). The purpose of this P-APD was to gain CMS’ approval to conduct a preliminary 
study leading toward improvements in DMR’s management information system. The 
study report recommended the creation of a Mental Retardation Module that would 
support DMR’s overall strategic management plan and build upon the current and 
evolving functionality of the state’s MMIS. Last fall, DMA and DMR submitted an 
amended Implementation Advanced Planning Document (I-APD) to CMS, requesting 
approval of enhanced FFP to design and install the proposed MR Module, which would 
function as a component of the state’s overall MMIS. As this brief was being prepared, 
Massachusetts officials were awaiting CMS approval of the Commonwealth’s I-ADP. 
 
Oregon. In the fall of 2002, the state Department of Human Services7 received approval 
from CMS’ Seattle Regional Office of an Advanced Planning Document calling for the 
development of a DD module to replace and modify related elements of the state’s 
existing MMIS. The state’s ADP laid out a multi-stage development process, estimated to 
cost $2.5 million to complete. The estimated costs of the first stage of the process, 
involving the completion of a system analysis and detailed project plan, was $601,531, of 
which the state’s share would be $61,913. In the department’s APD, DHS officials 

                                                 
7 DHS acts as the single state Medicaid agency in Oregon.  
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explained that the state’s MMIS payment system for HCB waiver services to persons 
with developmental disabilities (referred to as the ICF/MR waiver in Oregon) “is 
outdated and unable to adequately handle the large volume and complexity of data that it 
will be required to process.” Due to a 2001 settlement agreement in a waiting list lawsuit 
(Staley v. State of Oregon), the APD noted, the state anticipates a sizeable increase in 
enrollment in the state’s DD waiver program during the upcoming biennium, which is 
expected to increase the number of financial transactions by as much as fourfold. 
Ultimately state officials hope to build a fully integrated DD management information 
component into the state’ MMIS; but, it is likely to take four to seven years to complete 
the present Oregon MMIS Replacement Project. In the meantime, the APD argues that 
the state will need a compatible, freestanding MIS system to support Medicaid-funded 
community services for persons with developmental disabilities. 
 
Rhode Island. In November 2000, CMS’ Boston Regional Office approved an APD 
jointly submitted by the Rhode Island Department of Human Services (DHS) and the 
state Department of Mental Health, Retardation, and Hospitals (DMHRH). This ADP 
called for hiring an outside consulting firm to develop bid specifications for a new 
management information system to support Medicaid-funded services administered by 
DMHRH’s Division of Developmental Disabilities (DDD). The overall aim was to create 
an MIS capable of supporting a coordinated approach to delivering health and community 
supports to adults with developmental disabilities, grounded in a new set of system 
management concepts and values. These values and concepts are summarized in the 
project’s title, CHOICES – Citizenship, Health, Opportunities, Interdependence, Choices, 
Environments, Supports. 
 
The bid specifications were completed by an outside consulting firm in June 2002. But, 
due to cuts in the agency’s FY 2003 budget, DDD thus far has been unable to commit the 
contract funds to support the design phase of the project. 

 
What steps should be taken to add a compliant DD management information 
module to our state’s MMIS? 
 
It is essential to design a management information system that supports the achievement of the 
state’s DD program goals. In many instances, incremental modifications in existing program 
data, financial management, and reporting systems will fall short of the mark. A state, therefore, 
may need to redesign its management information system and, equally important the business 
processes upon which they are based, from the bottom up. 
 
The best way to begin such an MIS planning process is to identify the desired performance 
characteristics of the future system. All key system stakeholders should have “a seat at the table” 
as the characteristics (capabilities) of the state’s future MIS are being hammered out, with the 
goal of creating a system that meets everyone’s needs. Next, the resulting system capability 
statement that emerges from this visioning process should be translated into a set of preliminary 
MIS performance expectations that can be used to lay out the rationale for a developmental 
disabilities MMIS module. This rationale will form the centerpiece of the initial Advanced 
Planning Document which the state submits to the CMS regional office. 
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What is key to developing an ADP that is likely to gain CMS’ approval? 
 

Close cooperation between officials of the DD program agency and the single state Medicaid 
agency during every stage of the process is the key to obtaining CMS’ approval to develop, at the 
enhanced FFP rates, a revised, upgraded DD component of the state’s MMIS. As pointed above, 
CMS expects the single state Medicaid agency to take the lead in developing special purpose 
modules in collaboration with partner state agencies. Under CMS’ current policies, states may 
maintain multiple claims processing and data retrieval systems provided: (a) they do not 
appreciably increase the cost or detract from the benefits CMS is seeking from the MMIS; (b) 
each module or sub-system meets CMS-established criteria; and (c) all sub-systems feed into a 
single comprehensive utilization and management reporting system that meets CMS’ criteria. 
CMS policies refer to this notion as “ demonstrable conceptual equivalence” – i.e., “a concept 
which permits States to illustrate that the system is technically different from the MMIS but still 
satisfies the objectives and functions of the MMIS, and is, therefore, its conceptual equivalent.”8 
 
Where can I find additional information regarding federal and state MMIS 
policies? 
 
Brief, introductory information concerning CMS’ policies governing Medicaid Management 
Information Systems can be found on the agency’s Web site at 
http://cms.hhs.gov/medicaid/mmis/default.asp. You can download MMIS relevant portions of the 
State Medicaid Manual at: http://cms.hhs.gov/manuals/45_smm/sm_11_11_toc.asp. 
 
After reading these policies (and before proceeding further), you should establish contact with 
the Medicaid agency staff member(s) in your state who is responsible for overseeing the 
operation of the state’s Medicaid Management Information System. Seek their guidance on 
mapping out a plan for creating a new or improved DD component of the state’s MMIS. 
 
Can I obtain copies of the APDs that have been prepared by other states? 
 
NASDDDS has on file the APDs prepared by several member state agencies in collaboration 
with the staff of their respective single state Medicaid agencies. The Association will be happy to 
share copies of these documents with officials from any member state agency. Contact 
information on knowledgeable persons in each of these states also can be supplied to any 
member state agency upon request. 
 

                                                 
8 Section 11105E, Chapter 1, Part 11, State Medicaid Manual. 
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