
 

State Innovation Model-Report 2 
(FY2017 Appropriation Act - Public Act 268 of 2016) 

 
September 1, 2017 

 

Sec. 1144. (1) From the funds appropriated in part 1 for health policy administration, the department shall 
allocate the federal state innovation model grant funding that supports implementation of the health delivery 
system innovations detailed in this state’s “Reinventing Michigan’s Health Care System: Blueprint for Health 
Innovation” document. This initiative will test new payment methodologies, support improved population health 
outcomes, and support improved infrastructure for technology and data sharing and reporting. The funds will be 
used to provide financial support directly to regions participating in the model test and to support statewide 
stakeholder guidance and technical support. 
(2) Outcomes and performance measures for the initiative under subsection(1) include, but are not limited to, 
the following: 
(a) Increasing the number of physician practices fulfilling patient-centered medical home functions. 
(b) Reducing inappropriate health utilization, specifically reducing preventable emergency department visits, 
reducing the proportion of hospitalizations for ambulatory sensitive conditions, and reducing this state’s 30-day 
hospital readmission rate. 
(3) By March 1 and September 1 of the current fiscal year, the department shall submit a written report 
to the house and senate appropriations subcommittees on the department budget, the house and 
senate fiscal agencies, and the state budget office on the status of the program and progress made 
since the prior report. 
(4) From the funds appropriated in part 1 for health policy administration, any data aggregator created as part 
of the allocation of the federal state innovation model grant funds must meet the following standards: 
(a) The primary purpose of the data aggregator must be to increase the quality of health care delivered in this 
state, while reducing costs. 
(b) The data aggregator must be governed by a nonprofit entity. 
(c) All decisions regarding the establishment, administration, and modification of the database must be made 
by an advisory board. The membership of the advisory board must include the director of the department or a 
designee of the director and representatives of health carriers, consumers, and purchasers. 
(d) The data aggregator must receive health care claims information from, without limitation, commercial health 
carriers, nonprofit health care corporations, health maintenance organizations, and third party administrators 
that process claims under a service contract. 
(e) The data aggregator must use existing data sources and technological infrastructure, to the extent possible. 
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1 State Innovation Model Executive Summary 
 

In 2015, the Centers for Medicare and Medicaid Services (CMS) awarded the State of 
Michigan nearly $70 million over 4 years to test and implement an innovative model for 
delivering and paying for health care in the state. The award, made through the CMS State 
Innovation Model (SIM) initiative, was based on a plan submitted by the state in 2014, 
“Reinventing Michigan’s Health Care System: Blueprint for Health Innovation.”  
 
The state, through the Michigan Department of Health and Human Services (MDHHS), has 
organized the work of implementing its SIM initiative under three main umbrellas: 
Population Health, Care Delivery, and Technology. The Population Health component has 
at its foundation community health innovation regions, or CHIRs (pronounced “shires”), 
which are intended to build community capacity to drive improvements in population health. 
Within CHIRs, accountable systems of care (ASCs) promote healthcare delivery system 
improvements that align with regional priorities and support connections between 
healthcare and community-based organizations. The Care Delivery component 
encompasses a patient-centered medical home (PCMH) initiative and the promotion of 
alternative payment models. The Technology component is where the state is leveraging its 
statewide infrastructure and related health information exchange (HIE) initiatives to enable 
and support advances in population health and payment and care delivery strategies. 
 
Recognizing that clinical care accounts for only 10 to 20 percent of health outcomes while 
social and environmental factors account for 50 to 60 percent of health outcomes, the state 
has focused efforts in each of these areas on developing and strengthening connections 
among providers of clinical care (e.g., physician offices, health systems, and behavioral 
health providers) and community-based organizations that address social determinants of 
health. Clinical-community linkages are emphasized heavily in the state’s guidance for both 
CHIRs and PCMHs participating in the SIM initiative. Alternative payment models can 
provide a way for clinical providers to receive financial support for connecting patients to 
community resources, and the state’s technology solutions support the exchange of health 
information among partners. 

  

1.1 Population Health Components 
 
Community Health Innovation Regions 
 
Community Health Innovation Regions (CHIRs) form the foundation of the Population 
Health component of the SIM initiative. A CHIR is a broad partnership of community 
organizations, local government agencies, business entities, health care providers, payers, 
and community members that come together to identify and implement strategies that 
address community priorities. The state has selected five regions of the state in which to 
test the CHIR model. Each of the five SIM CHIRs is supported by a backbone organization 
that serves as a fiduciary and acts as a neutral convener for the CHIR’s governing body.  
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CHIR Regions and Backbone Organizations 

 
 
The overarching mission of each CHIR is to align priorities across health and community 
organizations and support the broad membership of the CHIR in developing and 
implementing improvement strategies. Specifically, CHIRs will assess community needs, 
define regional health priorities, support regional planning, increase awareness of 
community-based services, and increase linkages between health entities and systems. All 
CHIRs are required to focus initially on reducing emergency department utilization, which is 
a statewide priority, while also assessing community needs and identifying region-specific 
health improvement goals. 
 
Each CHIR backbone organization receives a fixed base level of SIM funding to support 
administrative functions and a health improvement budget that varies based on the number 
of Medicaid beneficiaries in the region. Health improvement funding is to be used to 
support actions and interventions proposed by CHIRs, such as designing and implementing 
community-clinical linkages activities or other programs, policies and/or environmental 
strategies for population health improvement of the SIM target populations. Each CHIR is 
required to develop a comprehensive plan to fulfill the CHIR requirements. These local 
operational plans include a 3-year budget and timeline for the overall activities of each 
CHIR across the entire SIM period, and will be updated annually. After an initial planning 
and implementation period, all CHIRs are expected to be fully operational in early 2018. 

 
Accountable Systems of Care 
 
Accountable systems of care (ASCs) are health systems, physician organizations, or 
physician hospital organizations in the five CHIR regions who are committed to supporting 
the community priorities and health improvement activities as identified by local CHIR 
governance bodies. ASC participation in a CHIR includes participating in decision making, 
aligning with the priorities and goals of the CHIR, and using SIM grant funding to implement 
projects in support of the community health priorities. ASCs in the regions are expected to 
be critical partners in the development of community-clinical linkages, especially through 
their relationships with PCMHs. 

1.2 Care Delivery 
 

Patient-Centered Medical Home 
 
With the state’s focus on person- and family-centered care and strong evidence that the 
PCMH model delivers better outcomes than traditional primary care, the patient-centered 

CHIR Region Backbone Organization 
Genesee Region Greater Flint Health Coalition 
Jackson County Jackson Health Improvement Organization 
Muskegon Region Muskegon Health Project 
Northern Region Northern Michigan Public Health Alliance 
Washtenaw & Livingston 
Counties 

Center for Healthcare Research and 
Transformation 
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medical home has been viewed, from the outset, as the foundation for a transformed 
healthcare system in Michigan. The SIM PCMH Initiative is built upon the principles of a 
patient-centered medical home that generally define the model regardless of the 
designating organization. Particular value is placed on core functions of a medical home 
such as enhanced access, whole person care, and expanded care teams that focus on 
comprehensive coordinated care. 
  
Following the release of an Intent to Participate (ITP) process in fall 2016 to PCMH-
accredited organizations within the five SIM CHIR regions and to current Michigan Primary 
Care Transformation (MiPCT) project participants across the state, the state identified 
approximately 350 practices interested in and eligible for participation in the PCMH 
Initiative. These practices represent over 2,000 primary care providers and collectively 
serve all of the Medicaid beneficiaries affiliated with these practices and providers. 
Approximately 60 percent of the practices are in a SIM CHIR region. 
 
As a condition of participation in the initiative, PCMHs are required to select and work 
toward two practice transformation objectives. All participating PCMHs are required to work 
toward the practice transformation objective of developing clinical-community linkages. This 
requirement can be satisfied by development of partnerships between the primary care 
practices and community-based organizations that provide services and resources that 
address significant socioeconomic needs of the practice’s patient population. Practices 
based within a SIM CHIR region are encouraged to work in close collaboration with CHIR 
partners to develop clinical-community linkage processes and support the alignment of 
interests and goals among healthcare and community-based organizations. In addition, 
practices must select a secondary practice transformation objective from among a list of 11 
approved activities, including telehealth adoption, medication management, group visit 
implementation, and integrated clinical decision making. 
  
The state has established a payment model specific to the SIM PCMH Initiative to support 
practice transformation and care coordination. Each practice participating in the PCMH 
initiative will receive payments for its attributed Medicaid beneficiaries. Practices will 
receive $1.25 per member per month (PMPM) to support practice transformation (i.e., 
investment in practice infrastructure and capabilities) and a PMPM care management and 
coordination payment that varies by type of Medicaid beneficiary from $3.00 to $8.00. The 
participating payers are 11 Michigan Medicaid Health Plans.  
 
Alternative Payment Models 
 
In developing its model for health system transformation, the state understood the 
importance of providing incentives for delivering care based on value rather than on the 
number of services delivered. Alternative payment models (APMs) provide incentive 
payments to healthcare practices for providing high-quality and cost-efficient care. The 
state is working to promote the use of APMs through two primary strategies: (1) setting 
goals for the use of APMs, starting with payers in the Michigan Medicaid program, and (2) 
creating a multi-payer payment and service delivery model, including a formal partnership 
with CMS for Medicare alignment. The overarching goal is to promote service delivery 
innovation and maximize the opportunities for providers to receive enhanced 
reimbursement for improving patient health. 
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In support of the first strategy, the state collected comprehensive baseline information on 
Medicaid health plan participation in APMs, and they are convening an APM workgroup to 
engage health plan stakeholders in developing appropriate goals for the percentage of 
payments that Medicaid health plans are making using APMs. The first goal will go into 
effect as part of MDHHS’ Medicaid managed care contract on October 1, 2017. 
 
The second strategy will involve working with CMS to develop a Custom Medicare 
Participation Option. This work is on hold as the state awaits guidance from CMS that 
reflects the priorities of the new federal administration. 

1.3 Technology 
 

SIM Initiative Technology Support 
The Michigan State Innovation Model technology component will support ongoing state 
efforts to enhance the exchange of electronic health information and will support our vision 
for health care transformation with three core objectives. These include: (1) enabling State 
Innovation Model program performance, evaluation, and reporting; (2) supporting care 
coordination; and (3) providing a population health toolset to support greater interoperability 
between health care and community entities. 
 
Michigan has established the Relationship and Attribution Management Platform (RAMP) to 
ensure a foundation for supporting care coordination and identifying relationships between 
patients and providers. RAMP either currently supports or will support several critical 
aspects of care management and coordination, including a health provider directory, a 
system for tracking active care relationships between patients and healthcare providers, 
exchange of quality-related data and performance results, and sending admission-
discharge-transfer (ADT) notifications. Leveraging the statewide health information 
exchange infrastructure in the development of RAMP allows the state to take advantage of 
a widespread network of networks to increase interoperability and support the goals of the 
initiative. 

1.4 SIM Program Management 
 

Governance Structure  
In June of 2017 an updated SIM organization and governance structure was established.  
The expansion of leadership and governance includes departmental leads from the Medical 
Services Administration, Population Health & Community Services and Policy, Planning 
and Legislative Services.  This expanded representation ensures the work funded by the 
SIM grant is aligned with broader departmental goals and objectives.  Regular monthly 
governance meetings where status, planning, issues, risks and other program-related 
topics are discussed and resolutions and mitigations formulated.  This input and guidance 
has been essential in the current annual SIM planning cycle and ongoing operations of the 
SIM grant program 

 
Program and Portfolio Management  
The Policy, Planning and Legislative Services Administration continues to operate a 
chartered program management office, the State Innovation Model Program Management 
and Delivery Office (SIM PMDO), to establish an effective and formal authoritative 
framework to coordinate, support, track, manage and report on the portfolio of projects, 
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activities and related endeavors that will be required over the lifetime of the State 
Innovation Model Test initiative in Michigan.  The Program Management and Delivery 
Office is responsible for maturing and evolving the department’s SIM program vision, 
strategy, best practices, standards, and other custom processes.  Additional and significant 
support is being provided to the portfolio of component project management.  The PMDO 
mandate also includes operating an integrated operative governance model across all SIM 
components that includes program, project, operational and executive representation 
required to establish, guide, and provide oversight. 

 
The SIM Program Management and Delivery Office (PMDO) continues to plan, implement 
and manage the program operational model, ensuring strategy is realized and effective 
processes followed.  Analysis of key component and program performance indicators and 
other operational data is used to identify potential gaps or other inefficiencies.  Adjustments 
or other potential modifications share analyzed and solutions, synthesized, approved and 
applied to more effectively and efficiently drive the mission and goals of the SIM program.  
The PMDO process improvement analysis also resulted in the identification and 
development of a robust but streamlined deliverable review and approval process, aligned 
with project-, program-, and executive governance. The Program Management and 
Delivery Office diligently applies proven program and project management processes and 
other custom organization and initiative controls required to meet the State Innovation 
Model Test near-, mid- and long-term business requirements and goals. 

2 Legislative Update 

2.1 Population Health 
 
Key accomplishments for this time period included:  

• Final transition from planning and foundational work to operational state 
• Disbursing of administrative, transformational and operational funds 
• Bolstering CHIR readiness with System Change (ABLe) Collective Impact, Health 

Disparities, and Clinical-Community Linkages planning and strategy development 
• Final approval provided for CHIR governance, local operation plans, and health 

information technology implementations 
• Strengthening and growing partnership both within and across CHIR regions 
• Developing new, shared approaches to data sharing 

2.2 Care Delivery 
 

Patient-Centered Medical Home 
 
The SIM PCMH Initiative continues to enable Medicaid funding for patient-centered 
transformation and provide opportunities to increase the number of practices involved in 
multi-payer primary care transformation. The Care Delivery team continues to work closely 
with the Department's Medical Services Administration managed care team to 
operationalize actuarially sound Care Management and Coordination, and Practice 
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Transformation rates for Initiative Participants approved by Care Delivery and Payment 
Reform Component Governance and facilitated Medicaid Health Plan relationship and 
acceptance of delivery and payment model through regular participation in MHP Operations 
meetings and facilitation of data inquiries. This work provided a foundation for the launch of 
the Initiative on January 1, 2017, and will continues to be critical as we move into calendar 
year 2018. 
 
Through technical assistance webinars, meetings and other communications, the team 
continues to support the activities previously described, and continue to bolster 
participating practices through the expansion and enhancement of the PCMH Initiative 
Participant Guide. Additional efforts have been focused on operating and improving the 
Relationship Attribution Management Platform (RAMP) as the foundation for patient 
population identification and payment facilitation, with successful execution of the RAMP 
process occurring in January. Finally, significant efforts have been geared towards the 
development of Initiative Participants support opportunities. These supports include the 
drafting of Practice Transformation Collaborative Learning structure, Care Manager training 
curriculum, billing and coding learning support, and other opportunities to effectively 
engage participants and support overall success.  

 
Alternative Payment Models 
 
The MDHHS State Innovation Model team has worked closely with the Medical Services 
Administration Managed Care team to implement critical elements of the SIM alternative 
payment methodology (APM) strategy through the fiscal year (FY) 2017 Medicaid health 
plan (MHP) contract. MDHHS has adopted the Healthcare Payment Learning and Action 
Network APM Framework as a method of organizing and classifying types of provider 
payment across four primary categories and eight sub-categories. The APM Framework is 
one of the most widely used approaches for both organizing and measuring APM progress, 
shown by moving upward in the main categories (for example from category two to 
category four). Each Medicaid Health Plan has submitted baseline APM information to 
MDHHS in an effort to better understand the range of current health plan provider payment 
methodologies and the extent to which payment approaches which represent APMs are 
currently in use. MDHHS has accepted nominees from Medicaid health plans to serve as 
part of an APM workgroup tasked with advising the Department on appropriate APM goal 
framework and will be beginning the workgroup soon. Over the course of spring and early 
summer, MDHHS will collaborate with MHPs through the APM workgroup to develop 
compliance and performance approaches to increase APM adoption and use. Each MHP 
will have an APM goal(s) established by August and MHPs will submit a plan with actions 
beginning October 1, 2017, to achieve their APM goal(s).  

 
MDHHS has placed a temporary pause on efforts targeted toward implementing multi-
payer payment reform opportunities such as a Custom Medicare Participation Option. The 
federal administrative transition has led to significant ambiguity regarding the future of the 
primary multi-payer mechanism SIM was working toward, including both uncertainty on 
federal partners’ ability to commit to pursuing a multi-payer approach with the State of 
Michigan and the guidance under which a multi-payer effort would be designed and 
operated. 
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2.3 Technology 

Key Accomplishments to Date: 

 Onboarding Medicaid Health Plans and PO organization to key technology use 
cases to facilitate attribution and quality measure alignment. 

 Hardening and expanding the Relationship Attribution Management Platform. 
 A set of quality and utilization measures have been defined and approved in 

alignment with CMS reporting requirements. Development is in process to 
produce and report out the quality and utilization measures within the agreed 
CMS reporting periods. 

3 Evaluation 

3.1 Legislative Update 
The Michigan SIM evaluation team is synthesizing information from varied sources, 
including: project monitoring reports, model performance metrics, Medicaid claims data 
analyses, as well as qualitative and quantitative findings gleaned from surveys, interviews, 
and focus groups with SIM and non-SIM patients, providers, and community 
organizations. Information gathered and aggregated from these sources will be assessed 
in relation to outcomes among comparison regions and beneficiaries.  
 
Evaluation is working to align with the Center for Medicare and Medicaid Services, the 
state legislature, and the Michigan Department of Health and Human Services to produce 
evaluation questions pertinent to all stakeholders. These overarching evaluation questions 
address the extent to which SIM-facilitated interventions within CHIRs and PCMHs are 
effective and scalable across Michigan. Examples include: 
    
Which clinical preventive services are more or less suited for delivery through a clinical 
community relationship?  
Are particular types of community resources more successful at linkages in particular 
types of communities?  
To what extent does patient health literacy influence the likelihood of a successful Clinical-
Community Linkage?  
In general, analyses will examine the overall effects of PCMH and CHIR interventions on 
population health outcomes, health equity, and community-clinical linkages. Additionally, 
the extent to which future advancement in Michigan’s HIE infrastructure can be attributed 
to SIM investments, as well as the impact of those advancements, will be an evaluation 
focus. Assessment of the progress of payment reform for both health care and community 
or social services is the final component of Michigan’s SIM evaluation.  
 
Over the past six months, the SIM evaluation team has revised the overall evaluation plan 
to focus on the significant refinement of planned surveys and qualitative data collection 
activities. Updates to Michigan’s SIM evaluation measure set and specifications for each 
have been developed pursuant to the new partnerships to compute Medicaid-claims-
based clinical quality measures for quarterly CMS reporting 
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3.2 Legislative Metrics and Measures 
Section 1144 of the legislative boilerplate contained mandates for metrics to be collected 
around Michigan’s State Innovation Model (SIM). The list of metrics mandated included:  
1) Increasing number of physician’s practices in PCMH  
2) Reducing preventable Emergency Department visits  
3) Reducing hospitalization for ambulatory sensitive conditions and  
4) Reducing the state’s 30 day hospital readmissions rate. For this semi-annual report we 
are considering the dates between 10/01/2015-09/30/2016 to collect baseline metrics for 
the SIM project. In this report you will find metrics on: 
 
 Rate of Ambulatory ED Visits per 1000 Member Months 

 
 Rate of Acute Inpatient Stays per 1000 Member Months 

 
 30-day Readmission (Excluding and Including Mental Health) 

 
 Increasing number of physician’s practices in PCMH 

 
We are not reporting on Reducing Preventable Emergency Department visits for this 
reporting cycle, but plans are in place to produce this metric in subsequent legislative 
reports.  The metrics are also, for your convenience and understanding, displayed by the 
five SIM regions as well as the type of insurance, better demonstrating how each regions 
is doing compared to the others, as well as which group of Medicaid Beneficiaries may 
require more targeted interventions and operational considerations. 
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Rate of Ambulatory ED Visits per 1000 Member Months (FY2016 10/01/2015-09/30/2016) 
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Rate of Ambulatory ED Visits per 1000 Member Months (FY2016 10/01/2015-09/30/2016) (continued) 
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Rate of Acute Inpatient Stays per 1000 Member Months (FY2016 10/01/2015-09/30/2016) 
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Rate of Acute Inpatient Stays per 1000 Member Months (FY2016 10/01/2015-09/30/2016) (continued) 
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30-day Readmission, Excluding Mental Health FY2016 (10/01/2015-09/30/2016) 
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30-day Readmission, Excluding Mental Health FY2016 (10/01/2015-09/30/2016) (continued) 
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30-day Readmission, Including Mental Health FY2016 (10/01/2015-09/30/2016) 
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30-day Readmission, Including Mental Health FY2016 (10/01/2015-09/30/2016) (continued) 
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4 Budget 

4.1 Legislative Update 
The SIM program and its component initiatives highlighted in this report have been funded 
by the CMS/CMMI cooperative grant agreement.  The table below highlights the specific 
expenditures across standard CMS grant budget categories.  The contractual line 
includes the funding for numerous program and component planning, implementation and 
operational teams as well as other specific contractual needs to support the broader SIM 
goals.  The expenditures across the categories below represents only the budgeted and 
realized in the 6 months that are encompassed in this report. The spending includes 
engagements facilitated though both direct State of Michigan master contractual 
agreements and other contracts and engagements through the designated SIM fiduciary, 
Michigan Public Health Institute. 
 

Categories Budgeted Expenditures 
Personnel $      171,248.00              $     78,203.84   
Fringe Benefits $      132,032.00             $     56,155.95         
Equipment $      16,038.00                $     -           
Supplies $       -   $     4,160.87 
Travel $       23,225.00      $     2,310.08           
Other $       39,690.00                 $     -                            
Contractual $       30,332,631.27       $     6,289,543.53   
Total Direct 
Charges $       30,7145,864.27      $     6,430,374.27   
Indirect Cost $       202,452.00             $     -                         
Total $       30,917,316.27       $     6,430,374.27   

 
The expenditure time period is from 2/1/17 to 7/31/17. 
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