
DEPARTMENT OF HEALTH & HUMAN SERVICES 
Centers for Medicare & Medicaid Services 
7500 Security Boulevard, Mail Stop: S2-25-26 
Baltimore, Maryland   21244-1850 
 
 
 
May 17, 2024 
 
Andrew Wilson 
Director 
Division of Medicaid and Medical Assistance 
Department of Health and Social Services 
1901 N. Dupont Highway 
New Castle, DE 19720 
 
Dear Director Wilson:  
 
The Centers for Medicare & Medicaid Services (CMS) is approving Delaware’s request for a 
five-year extension of the “Diamond State Health Plan (DSHP)” section 1115 demonstration 
(Project Number 111-W-00036/4), in accordance with section 1115(a) of the Social Security Act 
(“the Act”). Approval of this request will extend many longstanding demonstration authorities. 
With this extension, Delaware is also introducing new initiatives to assist the state in improving 
health coverage, access, and consistent provision of high-quality services for Medicaid 
beneficiaries, all while advancing health equity among its beneficiary populations. This approval 
is effective through December 31, 2028, upon which date, unless extended or otherwise 
amended, all authorities granted to operate this demonstration will expire.  
 
CMS’s approval of this section 1115(a) demonstration is subject to the limitations specified in 
the attached waiver and expenditure authorities, special terms and conditions (STC), and any 
supplemental attachments defining the nature, character, and extent of federal involvement in 
this project. The state may deviate from the Medicaid state plan requirements only to the extent 
those requirements have been specifically listed as waived or not applicable to expenditures 
under the demonstration. 
 
Extent and Scope of Demonstration Extension 
 
Extension of Delaware’s DSHP demonstration includes the extension of longstanding authorities 
and programs that make up a crucial part of the state’s Medicaid program. This approval 
includes: (1) long-term services and supports (LTSS) to eligible individuals through DSHP Plus; 
(2) enhanced behavioral health services and supports for targeted Medicaid beneficiaries through 
Promoting Optimal Mental Health for Individuals through Supports and Empowerment 
(PROMISE), which is a voluntary program; (3) high-quality, clinically appropriate substance use 
disorder (SUD) treatment services for short-term residents in residential and inpatient treatment 
settings that qualify as an institution for mental diseases (IMD); (4) adult dental services; (5) 
coverage for former foster care youth under age 26 who currently reside in Delaware, but were 



Page 2 – Andrew Wilson 
 

 

enrolled in Medicaid in a different state or tribe when they “aged out” of the foster care system; 
(6) two models of evidenced-based home visiting for pregnant women and children; (7) 
permanent coverage for a second home-delivered meal for beneficiaries receiving home and 
community based services (HCBS) in DSHP Plus; (8) a pediatric respite benefit; (9) a self-
directed option for parents on behalf of children receiving state plan personal care services; and 
(10) Delaware’s Nursing Home Transition Program. 
 
With this approval, the state will sunset the waiver of retroactive eligibility on January 1, 2025, 
which will expand access by providing three months of retroactive eligibility to all eligible 
demonstration enrollees.  In addition, three new benefits are also being added to the 
demonstration including:  
 
Piloting of Delaware’s Postpartum Nutrition Supports Initiative under Medicaid for 
postpartum beneficiaries.  
 
This approval will allow for coverage of two home-delivered meals per day or one medically 
appropriate shelf stable food box that does not constitute a full nutritional regimen, up to eighty 
diapers per week and up to one pack of baby wipes.  This benefit is for postpartum beneficiaries 
for the first twelve weeks of the postpartum period, reaching low-income postpartum members 
with disproportionately high rates of food insecurity and inequitable adverse maternal and birth 
outcomes.  
 
Diapers may be covered by states for children eligible under Early and Periodic Screening, 
Diagnosis, and Treatment (EPSDT) when medically necessary due to incontinence issues. 
Delaware currently covers diapers and other incontinence products for individuals with illnesses 
or conditions that impact their ability to control their bladder or bowels. Enhancing coverage of 
diapers supports families with infants by ensuring an adequate supply of diapers, and therefore 
preventing avoidable health care utilization, improving overall infant health, as well as reducing 
parental stress.  
 
Newborn babies require as many as eight to twelve diaper changes per day.0F

1 For infants and 
toddlers, a key benefit to adequate diaper supply is preventing diaper dermatitis, otherwise 
known as diaper rash, and urinary tract infections. Diaper rash is one of the most common 
medical conditions for infants and toddlers, and changing diapers frequently is the mainstay of 
recommendations to prevent this condition.1F

2,
2F

3  A 2018 study of the impacts of the Diaper Bank of 
Connecticut has provided data to support this intervention, with the data cited as support for the 
Diaper Distribution Demonstration & Research Pilot offered in 2022 by the Administration for 

 
1 https://www.healthychildren.org/English/ages-stages/baby/diapers-clothing/Pages/Changing-Diapers.aspx 
2 Blume-Peytavi U, Kanti V. Prevention and treatment of diaper dermatitis. Pediatr Dermatol. 2018; 35: s19-
s23. https://doi.org/10.1111/pde.13495  
3 Blume-Peytavi U, Hauser M, Lünnemann L, Stamatas G.N, Kottner J and Garcia Bartels N. Prevention of Diaper 
Dermatitis in Infants—a Literature Review. Pediatr Dermatol. 2014; 31: 413-
429. https://doi.org/10.1111/pde.12348 
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Children and Families.3F

4,
4F

5,
5F

6  The Diaper Bank of Connecticut distributed 1.5 million diapers to 
2,960 households in 2016, and found that diaper rash incidence decreased by 33 percent, from 
627 to 420, while the days children had diaper rash “was reduced more than four times, from 
17,679 days to 4,096.”  Diaper need has been associated with increased health care utilization for 
urinary tract infections (UTIs),6F

7 and the Connecticut Center for Economic Analysis estimated 
annual savings of nearly $4.3 million in medical treatments because of diapers provided by the 
Diaper Bank of Connecticut. 
 
For the parent, there are health benefits to having access to sufficient diapers. Diaper need is 
associated with maternal depression and stress,7F

8,
8F

9 and receipt of diapers through diaper banks are 
associated with improved parental mood.9F

10   
 
Contingency Management (CM) Services for Certain Beneficiaries with a Stimulant Use 
Disorder and/or Opioid Use Disorder  
 
Contingency management is an evidence-based tool used for the treatment of stimulant use 
disorder, consisting of a series of incentives for meeting treatment goals. This approval will 
allow for coverage of contingency management services for Medicaid members who are: (1) age 
18 or older diagnosed with a stimulant use disorder or (2) age 18 or older, pregnant or up to 12 
months postpartum diagnosed with an opioid use disorder; and (3) have a completed American 
Society of Addiction Medicine (ASAM) criteria assessment, the results of which indicate that 
outpatient treatment is medically appropriate for the individual’s condition and that they are able 
to be treated safely in an outpatient setting.  Beneficiaries aged 18 and older with a stimulant 
disorder will be eligible for a twenty-four-week program.  Beneficiaries aged 18 or older, 
pregnant, or up to 12 months postpartum diagnosed with an opioid use disorder will be eligible 
for a sixty-four-week program. 
 
The state will implement the contingency management benefit through behavioral health 
providers approved by DMMA.  Continency management will be offered along with other 
therapeutic interventions, as appropriate, and the coverage of contingency management is not 

 
4 Carstensen, F. Better Health of Children: The Social and Economic Impacts of the Connecticut Diaper Bank. 
University of Connecticut, Connecticut Center for Economic Analysis. 2018; 
https://ccea.uconn.edu/2018/05/05/better-health-of-children-the-social-and-economic-impacts-of-the-connecticut-
diaper-bank/ 
5 Administration for Children and Families. HHS Announces New Diaper Distribution Pilot Program for Families in 
Need. 2022; https://www.acf.hhs.gov/media/press/2022/hhs-announces-new-diaper-distribution-pilot-program-
families-need 
6Administration for Children and Families. Diaper Distribution demonstration and research pilot.  
https://www.acf.hhs.gov/sites/default/files/documents/ocs/HHS-ACF-DDDRP-Infographic.pdf 
7 Sobowale K, Clayton A, Smith MV. Diaper Need Is Associated with Pediatric Care Use: An Analysis of a 
Nationally Representative Sample of Parents of Young Children. J Pediatr. 2021; 230: 146 - 151. doi: 
10.1016/j.jpeds.2020.10.061 
8Austin AE, Smith MV. Examining Material Hardship in Mothers: Associations of Diaper Need and Food 
Insufficiency with Maternal Depressive Symptoms. Health Equity. 2017; 1(1):127-133. doi: 10.1089/heq.2016.0023 
9 Smith MV, Kruse, A, Weir A, Goldblum J. Diaper Need and Its Impact on Child Health. Pediatrics 2013; 132 (2): 
253–259. doi: 10.1542/peds.2013-0597 
10 Massengale KEC, Erausquin JT, Old M. Health, Social, and Economic Outcomes Experienced by Families as a 
Result of Receiving Assistance from a Community-Based Diaper Bank. Matern Child Health J. 2017; 21: 1985–
1994. doi: 10.1007/s10995-017-2317-9 
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conditioned on an eligible beneficiary’s engagement in other psychosocial services.  This service 
will be provided as part of a twenty-four-week program or sixty-four-week program in which a 
participating beneficiary can receive incentive payments, per an established schedule, for testing 
negative for identified stimulants.   

Transitioning Children’s Dental Services under the DSHP 1115 Managed Care Delivery 
Model 

This approval will allow for coverage of children’s dental services in the DSHP 1115 
demonstration managed care delivery system from the fee-for-service delivery system.  The state 
will implement this authority on January 1, 2025. This transition will ensure access to high-
quality dental care for children and support a coordinated and integrated delivery system focused 
on the overall health of a child. The state also expects providing dental services under managed 
care for children will result in a positive (or no negative) impact on child dental access, health 
outcomes and parent/caretaker satisfaction. 

 
Budget Neutrality   
 
Under section 1115(a) demonstrations, states can test innovative approaches to operating their 
Medicaid programs if CMS determines that the demonstration is likely to assist in promoting the 
objectives of the Medicaid statute.  CMS has long required, as a condition of demonstration 
approval, that demonstrations be “budget neutral,” meaning the federal costs of the state’s 
Medicaid program with the demonstration cannot exceed what the federal government’s 
Medicaid costs in that state likely would have been without the demonstration. 
 
In requiring demonstrations to be budget neutral, CMS is constantly striving to achieve a balance 
between its interest in preserving the fiscal integrity of the Medicaid program and its interest in 
facilitating state innovation through section 1115 approvals.  In practice, budget neutrality 
generally means that the total computable (i.e., both state and federal) costs for approved 
demonstration expenditures are limited to a certain amount for the demonstration approval 
period.  This limit is called the budget neutrality expenditure limit and is based on a projection of 
the Medicaid expenditures that could have occurred absent the demonstration (the “without 
waiver” [WOW] costs).  Historically, if a state’s “with waiver” (WW) costs for a demonstration 
approval period were less than the expenditure limit for that period, the unspent funds or 
“savings” rolled over into the next approval period, which meant that the state could incur higher 
WW costs during the new approval period.  
 
CMS and states have generally been applying an approach to calculating budget neutrality that 
CMS described in a 2018 SMDL.10F

11   The approach described in the 2018 SMDL included certain 
features that limited the extent to which states could roll over unspent “savings” from one 
approval period to the next when CMS extended a demonstration, and which were thereby 
intended to preserve the fiscal integrity of the Medicaid program.  Based on CMS’ and states’ 
experience implementing the approach described in the 2018 SMDL, it has become apparent to 
CMS that this approach may limit states’ future ability to continue testing and developing 
innovative demonstration programs that are likely to assist in promoting the objectives of 

 
11 August 22, 2018. SMD#18-009 RE: Budget Neutrality Policies for Section 1115(a) Medicaid Demonstration 
Projects. https://www.medicaid.gov/federal-policy-guidance/downloads/smd18009.pdf 
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Medicaid.  Therefore, in this approval, CMS has reevaluated and is modifying certain aspects of 
the budget neutrality approach described in the 2018 SMDL in an attempt to better support state 
innovation, in line with section 1115 of the Act, while maintaining its commitment to fiscal 
integrity.  While CMS evaluates each demonstration proposal on a case-by-case basis, CMS 
anticipates that it will consistently apply these or similar updates in its approach to budget 
neutrality to all similarly situated states going forward. 
 
Under this approval, CMS is departing from the budget neutrality approach described in the 2018 
SMDL in two keyways.  First, CMS is making several changes that are intended to give states 
greater access to funding, including “savings” from prior approval periods, while still 
maintaining fiscal integrity.  These changes include an updated approach to calculating the 
WOW baseline, which refers to the projected expenditures that could have occurred absent the 
demonstration and which, as described above, is the basis for the budget neutrality expenditure 
limit for each approval period.  Under this approval, CMS calculated the WOW baseline by 
using a weighted average of the state’s historical WOW per-member-per-month (PMPM) 
baseline and its recent actual PMPM costs, rather than taking the approach described in the 2018 
SMDL, which was to adjust WOW PMPM cost estimates to reflect only the recent actual PMPM 
costs.  This updated approach is expected to result in a slightly higher WOW baseline, while still 
primarily reflecting the state’s most recent expenditures.  
 
In addition, under this approval, projected demonstration expenditures associated with each 
Medicaid Eligibility Group in the WOW baseline have been trended forward using the 
President’s Budget trend rate to determine the maximum expenditure authority for the new 
approval period.  In contrast, under the approach described in the 2018 SMDL, CMS would use 
the lower of the state’s historical trend or the President’s Budget trend rate.  Using the 
President’s Budget trend rate instead aligns the demonstration trend rate with federal budgeting 
principles and assumptions.  
 
Additionally, while CMS will still limit the extent to which demonstration “savings” can be 
“rolled over” to a new approval period, the limitations will be less narrow than those under the 
approach described in the 2018 SMDL.  In the 2018 SMDL, CMS explained that it expected to 
permit states to roll over “savings” to a demonstration extension from only the most recent 5 
years of prior approvals, and that there would be a transitional phase-down of accrued “savings.”  
Under this approval, the “savings” amount available for the extension approval period has been 
limited to the lower of (1) the “savings” available to the state in the current extension approval 
period plus net savings from up to 10 years of the immediately prior demonstration approval 
period(s); or (2) 15 percent of the state’s projected total Medicaid expenditures in aggregate for 
the demonstration extension period.  This first change with “rollover” will permit states to access 
more “savings” from prior approval periods than it would otherwise be able to do under the 
approach described in the 2018 SMDL, and thus will better permit states to fund the program 
innovations described above.  
 
At the same time, with the second change with “rollover,” CMS will limit the “savings” states 
can access, thereby preserving the Medicaid program’s fiscal integrity.  These adjustments to the 
2018 approach improve the balance between the availability of expenditure authority to support 
program innovation and the need for fiscal restraint.  CMS expects these updates will continue to 
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ensure fiscal integrity by limiting “savings” rollover from one approval period to the next.  They 
are also expected to give states access to more funding than it would otherwise have been able to 
access, and thus a greater ability to implement demonstration projects likely to assist in 
promoting the objectives of the Medicaid program than it would have had under the approach 
described in the 2018 SMDL. Delaware will use demonstration savings for contingency 
management services and the Postpartum Nutrition Supports Initiative as a bundled benefit.   
 
CMS is revising the approach to adjusting the budget neutrality calculation in the middle of a 
demonstration approval period.  Historically, CMS has limited its review of state requests for 
“mid-course” budget neutrality adjustments to situations that necessitate a corrective action plan, 
in which projected expenditure data indicate a state is likely to exceed its budget neutrality 
expenditure limit.  CMS has updated its approach to mid-course corrections in this demonstration 
approval to provide flexibility and stability for the state over the life of a demonstration.  This 
update identifies, in the STCs, a list of circumstances under which a state’s baseline may be 
adjusted based on actual expenditure data to accommodate circumstances that are either out of 
the state’s control (e.g., expensive new drugs that the state is required to cover enter the market); 
and/or the effect is not a condition or consequence of the demonstration (e.g., unexpected costs 
due to a public health emergency); and/or the new expenditure (while not a new demonstration-
covered service or population that would require the state to propose an amendment to the 
demonstration) is likely to further strengthen access to care (e.g., a legislated increase in provider 
rates).  CMS also explains in the STCs what data and other information the state should submit 
to support a potentially approvable request for an adjustment.  CMS considers this a more 
rational, transparent, and standardized approach to permitting budget neutrality modifications 
during the course of a demonstration. 
 
Monitoring and Evaluation  
 
Consistent with the demonstration STCs, the state submitted its draft Interim Evaluation Reports 
for the prior demonstration approval period (August 2019 to December 2023), and these are 
under CMS review.11F

12 The SUD-specific findings from the evaluation period with data analyzed 
through December 2021 were promising, and some but not all results were consistent with 
positive outcomes in alignment with the demonstration’s goals.  Data reported in the Interim 
Evaluation Report indicate an increase in the use of treatment for SUD, medication-assisted 
treatment, and the initiation and engagement of alcohol and other drug dependence treatment.  
Additionally, the state reported decreased use of opioids at high doses, emergency department 
visits for SUD, and 30-day readmissions for SUD discharges.  However, the results also 
identified opportunities for improvements, such as follow-up after emergency department (ED) 
visits for SUD treatment or Alcohol and Other Drug Abuse or Dependence and peer support 
services.  Overall, the state’s ongoing demonstration monitoring and evaluation efforts indicate 
that the state is making some progress toward achieving its demonstration goals, and CMS will 
continue to collaborate with the state to ensure the demonstration is monitored and evaluated 
comprehensively during the extension period. 

 
12 The state submitted a revised report in July 2023. There were several deviations from the approved Evaluation 
Design for both the SUD and non-SUD components, including utilizing different outcome measures and omitting 
some proposed analyses.  CMS and the state are continuing to work toward finalization of this report.  Once 
finalized, the report will be posted publicly. 
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With the extension of the DSHP demonstration, the state is required to conduct systematic 
monitoring and robust evaluation of the demonstration in accordance with the STCs. In 
collaboration with CMS, the state must update its ongoing demonstration Monitoring Protocol 
with how it will monitor the added components, including relevant metrics data as well as 
narrative details describing progress with implementing the programs. 
 
The state is required to continue its evaluation activities, including components added to the 
demonstration through this extension, to support a comprehensive assessment of whether the 
initiatives are effective in producing the desired outcomes for beneficiaries and the state’s overall 
Medicaid and CHIP programs.  The demonstration evaluation must outline and address well-
crafted hypotheses and research questions for all key demonstration policy components—
including those that were authorized in the initial approval of the demonstration. The state must 
evaluate the overall impact of the continency management program, including assessing 
hypotheses that address the program’s cost-effectiveness and its effects on beneficiary health and 
recovery outcomes.  Evaluation of the Delaware’s Postpartum Nutrition Supports Initiative 
component of the amendment should assess the impact on infant utilization of appropriate care, 
maternal mental health outcomes, and household experience with the initiative on financial and 
overall well-being.  The state must also evaluate the impact of the children’s dental services 
component on access to care, health outcomes and parent/caretaker satisfaction.  Additionally, 
the state’s monitoring and evaluation efforts must facilitate understanding the extent to which the 
demonstration extension might support reducing existing disparities in access to and quality of 
care and health outcomes.    
 
Consideration of Public Comments 
 
The federal comment period was open from January 13, 2023, through February 12, 2023, and 
received two comments.  Both comments were in favor of Delaware’s request to extend their 
section 1115 demonstration.  One commenter opined that retroactive coverage will mitigate 
coverage disruptions, reduce coverage inequities, and provide continuity of care during the 
unwinding period and beyond.  The second commenter opined that reinstating the retroactive 
coverage for eligible Medicaid beneficiaries will improve health equity and access to affordable 
care in Delaware. 
 
After carefully reviewing the public comments submitted during the federal comment period, 
CMS has concluded that the demonstration is likely to assist in promoting the objectives of 
Medicaid.  
 
Other Information 
 
CMS’ approval of this amendment is conditioned upon compliance with the enclosed 
amended set of expenditure authorities and the STCs defining the nature, character, and extent 
of anticipated federal involvement in the demonstration. The award is subject to CMS 
receiving written acceptance of this award and acceptance of these STCs within 30 days of the 
date of this approval letter.   
 


















































































































































































































































































































































































