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ILLINOIS: BUDGET CUTS LEAD TO PROVIDER COMPLAINTS

"Despite the tax cut they were glven hospitals throughout
Illinois are up in arms about the state's handling of its
Medicaid mess." They are also concerned about a pending cut in
payments for caring for the poor (see AHL 5/30) and some are
"upset" about the two-year extension of the hospital tax (see AHL
5/24). 1In addition, hospitals "are skeptical of promises that
the state will pay its bills more quickly." The Edgar
administration has said that the payment lag for Medicaid
services will be reduced to 20 days from the current 90 days.

A TAXING ISSUE: 1In addition to lowering the hospital tax
and extending it until 6/30/97, the state is also cutting
disproportionate share payments from $400 million to $66 million
and has frozen overall payment rates. The tax on hospital
revenue, which was imposed by Gov. Jim Edgar (R) in 1991, will
raise about $727M for the Medicaid program "this year when
combined with federal matching funds." The Illinois Hospital and
Health Systems Association believes the lower tax rate "could
force as many as 40 hospitals out of business, mostly in Chicago
and East St. Louis." The association is threatening to sue the
state over the lower payment rates. Peoria JOURNAL STAR: "It
would argue that the actions violate a federal law that requires
adequate reimbursements for Medicaid services, said spokeswoman
Bettina French."

IN DEFENSE OF THE CUTS: State Rep. David Leitch (R) said
there are hospitals with low occupancy rates that should close.
Leitch: "The market should decide which hospitals stay open, not
the General Assembly."” JOURNAL STAR reports that in order to
alter the perception it is "hurting the hospital industry," the
administration is pointing to a report that shows Illinois
hospitals had profits of $754 million last year. Edgar "also
noted that Medicaid payment rates have grown" 64% in the past
five years (Eckert, 6/12).

MENTAL HEALTH CONCERNS: Chicago's $2.17M mental health
grant was the "only program cut" from the IL Department of Mental
Health last month as GOP lawmakers "sought to reduce a $1.3
billion backlog of Medicaid bills" (see AHL 5/10). The grant
represents about 16% of the city's $12 million mental health
budget, but City Health Commissioner Sister Sheila Lyne "vowed
... to avoid any service cuts" (Novak, CHICAGO SUN-TIMES, 6/14).

(c) The American Political Network, Inc.
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PAUL SIMON I"\ I( | i 4. . Con _ - E !‘. \‘ ECQ:"-I‘H“;S.
e \\»ZC A A ) (/"’G' (:'{( /L—L-’Z,; )(/ -u'njBoﬂ AND HUMAN| RESOURC
_ JUDICIA|Y
FOREIGN HE\A:TIONS
A : BUDGEY,
Rnited States Semate
: WASHINGTON, DC 20510-1302
March 31, 1995
HCFA/CEQ #950405508
ORD: ACTION '
. . . : OLIGA o
The Honorable William J. Clinton c%uxm‘mﬂn :
The White House : D T DU; 4/?4
Washington, D.C.
Dear President Clinton:
We are writing to express our concern with a request
submitted by the State of Illinois for an 1115 Medicaigd waiver Ito

implement MediPlan Plus, a Medicaid managed care program. l'

A number of important questions have been raised regardini
the potential impact this program will have on access to health .
care for thousands of our constituents. These concerns have
taken on a new urgency in the wake of recent state budget
proposals that would cut Medicaid substantially. These cutsg,
which include the elimination of adjustments to providers that
disproportionately serve the poor, freezes on Medicaid hospital
and nursing home rates and a provider tax further erode a
floundering Medicaid system that currently is running a $1.4
billion deficit. Launching MediPlan Plus on a crumbling
financial foundation will jeopardize access to quality health
care for 1.5 million Illinois citizens.

l
We share the Administration’s cowmitment to granting the.
states the flexibility needed to implement legitimate efforts tp
improve access to health care for the poor while infusing much
needed cost-control measures. However, modifications to the
Medicaid program should not serve solely as a solution to state
fiscal problems. : [

In addition to the recent state budget initiatives that
impact the Medicaid waiver, there are several components of the|
waiver that are of concern to us and that we believe require;

significant review. These issues include: access to care; o =

payments to providers; client education/HMO marketing; qualigty ”;
care/quality assurance; and financing. ' =

e

. . - S
Managed care may increase more efficient and appropriate uge
of the medical system, infuse more preventive care, and, in Spme .
instances, save money. We support these goals. However, th '
flexibility provided to the state via the requested Medicaid _
waiver, could lead to cost saving measures that cause reduction
in access and quality care for beneficiaries.

;‘5

TDD: 202/224-5469 312/353-4952 217/482-4860 . 5‘9/¢577r3353

TDO. 312/786-0308 TDD: 217/544-7524

b
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President Clinton
Page 2

In:closing, we urge the Administration to review Closely the
issues raised in this letter and consider the impact on the
waiver posed by recent State budget decisions.

Cordially,

Simo

Glenn Poshard
Senator

U.S. Representative

=)
nc

|
|
|
cc: The Honorable Secretary Shalala |
Bruce Vladeck, Administrator, HCFA !
_ _ |

i

|
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lil. Health Plan Waiver ©ikely’

By LYNW SwEET
SUN.THSS WASHIMCTON BIRIAY

WASHINGTON—Despite res-
ervations ahout Gov. Edgar's abil-
ity to trapsform Diinois’ Medicaid
system, approval to waive federal

rutes for & new program is
Whnle Houne Chief of Stafl Leon
Pancttaasid.

“It's atill

ot a few more hoope
imeret? vy bt 1 ok
in ry. “But 11,]
be Yéhonces are pretty good
that thal wafver will be provided."”
With rising Bedicaid coets, ()
nois is asking the Health and Hu-
man Department Lo aiow
the state to transfer Medicaid re-
cipients 1o ,mamsged care pro-
g&mo a8 wny to keep espenses

Medetm I’lns i3 Edgar’s pro-
posal to lake advemlsge of coet
savings thal come from enralli
people in caie hes
progrems such a3 health mainte-

, nance organizetions, as opposed 10
E&YN feea for services provided
y doctore and hoepitals,

Contsoversy sutrounds the Rli-

Py

Panetta Sees OK of Medicaid Reform Program

nois waiver epplication.

For the White House, the waiv-
er presente a political dilemma.
Nabmlly. Preeident Clinton is
moving toward gtanung the waiv-
erina gra,gunuc move to demon-
gl.rate hw commnment to pve
governars Qexibility in running
programa. He- '
publican con-
grenmsional
leaders are
geining politi-
cal groun
with proposals
to ehift many -
federal pro-
grams to
etates, and the

Leon Penetle

to hand Republicane a political
issue by denying e waiver.

I the Clinton administzation
approves the waiver, however, the
president may anger [Hincis Dem-
ocrata who have been urging the
White House to go slow, casting

doubts about the mbd.lt} of the
Republican governor's plan.

“There in stzong evidence to
question Ulinois’ capacity to ad-
minister the proposed MediPlan
Plus,” Diinpis House Minority
Leader Michael J. Madigan (D-
Chicego) wrate in a March 16
letter to Clinton.

HHS officials reviewing the ap-
been oon-

E

h.l'
memo of" lwlwy the 8un-Times.

Kide" program to enroll as many
peaple a¢ projected.

In 8 few months, the state will
owe §1.3 billicn in uopaid Medic-

aid bills to bospitals snd other
health providers, also a congern to
federe) health profesaionals.’

“The anticipated short term
eavings lol MediPian Plus] seem
unctear and the long-term savings
that cen be erpected from a
chironically undefunded program
may be overstaled,” said U.S
Democratic Representatives Car
diss Collins, Richard J. Durbm.
Laiis V. Gutierrer and Lans Evans
io a letter to Clinton last January.

Clinton and HHS Secretlary
Donna Shalala, in a March 9 letter
from US. Senators Carol Mose-
;y}Bnun and Paul Simon, were

od to include in & waiver oer-
tain protections for ocommunily
heslth centers.

“They bave stepped in to pro-
vide care n no entity
would," the Democratic sonatom
wrple.

The cenlers, which provide pn«

mery health care for people who
m::{d wgmd under Medi-

. WERT I

Plan Plua, bave raised queauans
about pahent acoess to their eer-
vicee and their fiscal ebility to
airvive under the Edgar plan.

Bruce Vladeck, head of the
HHS Health Care Financing Ad-
mlmotnbon. eaid in Decembet:

iyuﬂ. weanl (0 ba eapecially
oun (Illincis) i not getling itself
to do something it can't do.” -
 Origimaliy, Ulinois wanled to
lda:m hﬁ:e}iil’m Plus onmSalm-

y if & waiver were
in (he next few weeks, however,
the launch of a program is months
away.

Once & waiver is granted, the
state must win further approvals
from HHS belore it can contract
with HMOs end people can eareoll
in progvams,

Medicaid is the f(ederelctate
artnerehip coveriog health coste
or the poor, disshied

and sged. Undes o (aderal formu-
la, Ubnois pays balf the costs.

Total federal-state Meodicid
costs have climbed from $2.5 bil-
Jion in fiscal 1991 Lo $5.7 billion in
fizcal 1995, acoo to the W-
nois Department of Public Aid.
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ORGANIZATIONAL MEMBERS
Len Sharber, President
Circle Family Care, Chicago

Barbara Dunn, Vice President
Community Health Improvement
Center, Decatur

Berneice Malls-Thomas, Treasurer
Near North Healch Service
Corporation, Chicago

Kim Bacraglia, Secretary
Chnistopher Greater Area Rural
Healch Planning Corp., Christopher

P. Joha Brahler, Past President
Rural Healch, Inc., Anna

(Chicago Area)
Alivio Medical Center
Amernican Indian Healch Service
of Chicago
Bethel Whotistic Health Cencer
Chicago Health Outreach, Inc.
Claretian Medical Center
Clinic in Alrgeld
Daniel Hale Williams Health Center
Erie Family Health Cencer
Howatd Brown Healch Cenrer
Lawndale Christian Healch Center
Mercy Diagnostic & Trearment Center
New City Health Center
PCC/Communuty Wellaess Center
Roseland Christian Health Center
Sinar Family Health Centers
Southwest Community Health Center
The United Church of Chirist/
Southside Healch Project

(Downstatc)

Community Health & Emergency
Services, Inc., Cairo

Community Health Care, Inc.
Davenporr, lowa

Crusaders Central Clinic Assn.
Rockford

Community Health Partnership
of Nlinois

Frances Nelson Health Center
Champaign

Henderson County Rural Healch
Cenrer, Oyuawka

Madison County Health Center
East Alton

Shawnee Health Service &
Development Corp., Carterville

Southern llinois Healthcare
Foundation, Inc., East St. Louts

Southern Seven Healch Dept.
Ullin

Lon M. Berkeley
Executive Ditector

ASSOCIATION
201 East Adams, Suite 250

ILLINOIS PRIMARY HEALTH C

600 South Federal, Suite 700
Chicago, Illinois 60605-1842
Telephone: 312/939-5556
FAX: 312/939-5557

Telephone: 217/525-6702
FAX: 217/525-4098

March 16, 1995

Ms. Diana Fortuna

Senior Policy Analyst

Domestic Policy Council

Old Executive Office Building, Room 224A
Washington, D.C. 20500

Dear Ms. Fortuna:

Thank you very much for meeting with representatives of the lllinois Primary Health Care
Association (IPHCA) when they were in Washington on February 28th. Our Association
members greatly enjoyed meeting you and Barbara Wooley and the opportunity to share
their concerns about the lllinois section 1115 waiver application.

We hope our delegation was able to convey the importance and the urgency of the
Department of Health and Human Service's assistance to assure the viability of lllinois'
comprehensive Community Health Centers as providers under Medicaid managed care.
IPHCA members are very sincere about their commitment to the President and are
convinced about the need for thorough Department review and terms and conditions to
assure that important constituencies are protected. | am enclosing letters members of the
llinois Congressional delegation have sent to Secretary Shalala advocating special
protections for Federally Qualified Health Centers.

Springfield, Illinois 62701-1122

After reflecting on our discussion, our Community Health Centers would like to invitethe\\

President to visit one of our comprehensive Community, Migrant or Homeless Health Centers
in either urban or rural Hinois. We feel a visit would be mutually beneficial and provide an
opportunity for the President to demonstrate his attention to this essential resource that
serves his natural constituency.

Moreover, as part of this visit, we would enjoy the opportunity to engage the President in a
policy discussion about his approach to granting state Medicaid waivers. As a President
interested in policy he might appreciate a discussion that supports his overail commitment to
state flexibility but identifies certain key federal commitments that his Administration wants to
maintain. Such as the important federal role that protects the safety net health care
infrastructure.

Thank you, again for continuing interest and concern for our issues. Bruc

ohnson will call

your office to discuss these ideas with you further. | look forward to meeting with you again, ™~

soon.

Sincerely,

a Oh &/@&2\
Lon Berkeley

Executive Director
95031602

“Community Health Centers: Your Health Is Primary”

N,

3
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PAUL SIMON

COMBITTEES
WUINOYS

LABOR AND HUMAN RESOUIMI .
JUDICIARY
FOREIGN RELATIONS

Hrnited States Semate it

WASHINGTON, OC 205 10-1302
March 9, 1995

The Honorable Donna éhalala, Secretary
Department of Health and Human Services
200 Independence Avenue, SW
Washington, DC 20201

|

Dear Madam Secretary:

We are writing to apprise you of concerns we have regarding
the state of Illinois’ request for a Medicaid waiver.

We appreciate your ccmprehensive and thorough review of the
Illinois waiver application. We understand that many problematic
issues have been resolved in on-going discussions you have had with
Illinois officials.  For us, and many of our congtituentsg, the
continued ccnfusion over how Federally Qualified Health Centers
(FQHCB) will be handled is disturbing. :

FQHCs have been an essential health care provider in medically
underserved areas where individuals are usually at high risk of
serious illness and medical conditions. They have stepped in to
provide care when no other entity would. Currently, there are over
300,000 Tllinois Medidaid recipients who receive their medical care
through FQHCs. We feel strongly that FQHCS must be part of
Illinois’ Medicaid managed care system and that any waiver must
address the differences between other managed care providers and
FQHCs. Those currently receiving health care at FQHCs must not have
their medical care disrupted. All Medicaid recipients must be well
educatec on the choices available to them; enrollment procedures
must be fair and equitable. And, HCFA and the state must develop
a4 reimbursement policy that addresses some of the unique financial
problems faced by FQHCs. -

We believe that 'Illinois can develop a managed care svstem
that both preserves the best of the state's current delivery system
and allows the state to achieve itg goal of controlling costs. We
are confident that you will ensure these concerns are fully
addressed before allowing Illinois to proceed with its program.

: Cordialiy,
; ‘ |
Gutlonligfne |
Carol Mosely Bra Paul Bimon

U.S. Senator U.8. Senato

482 ©axseN Buioing 730 S. Deansonw 3 WeoT OLo Canton Puagl 25Q YWTIT Chipray
WASHING “On, OC 20510-1302 Kiuezynsxt Buoa., 38Tk FLoon suite 1 Room 1185-1
202/224-2162 Cmcaco, IL 60604 SPRINGAELD, IL 63701 CARBONOALE, It 8781
TCO: 202/224-6469 J12/363-49852 217/492-4980 613/457-3Gu1

TDO: 312/788-0308 TOD: 217/614 76524



€ongress of the Wnited Ptates
Washington, BE 20515

Mareh 3, 1995

The Honorable bonna Shalala

Secretary

Department of Health and Human Services
200 Independence Avenua, SW

Washington, DC 20201

Dear Secratary Shalala:

We want to commena you for your Department's thorough review of
Iliinois' request for a Sudbsection 1115 waivar to astabligh the
Illinois MediPlan Plus progTam.

ynfortunataly. the stata's ragpconse to the questions KCFA posod
last year dces not fully alleviate our concerns about access 0
care and viability of Fedarally Quaiified Health Centers (FQHCa).
Wa believe the revised program may violats basic cliant rights ang
lead to the disruption Qf cara And diminished access to high
quality care for more than 300,000 Medicaid beneficiaries whe now
TeCelve carm 8% FQHCs. I2 tha 3TatE 'S current waiver ToQuaest is
granted a significant numbar of these essential comnunity health
cara providers may be forcad to close.

We hope that you will require I1llinois to provide apecific language
guarantesing eligidle ind:viduals continued access to FQHCs. These
provisions should include: (1) protections for FQBCs as nanaged
cszrs subcontracvtors, (2) 8ssurances of FQHC financial viability
through cost-basgsed payment options, (3) assurances of fair and -
3ppropriate merketing practices, (4) gusrantces ef contisued accgge
tn mandatory FQHS newieces, aund (3) the astablishmant of equitable

enrollment and sssignment policies for clients for whom English is
not their first language.

We continue To support offorts to reform the Realth care dalivery
Bystez and save money without compromising access to or qualicy of
care. With tha inclusion of the aforemantioned provisions, we hope
that the Illinois’' plan could aCComplish these important critezia.

Thank you again for YOUr ssgsistance.,’

Sinceraly, /
X Aandg, e A
LANE EZVANS, f LUIS GUTIERREZ, MC
BOBBY RUBHZ MC CARDISS €OLLINS, MC
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Congress of the Mnited States
&ashington, BE 20515

March 1, 1995

Honorable Donna E. Shalala

Secretary

Department of Health and
Human Services

200 Independence Ave., SW

Washington, DC 20201

Dear Secretary Shaijala:

We want to commend you, again, for your Department’s thorough review of Illinois’ request
for a Subsection 1115 waiver to establish the Illinois MediPlan Plus program.

However, we still have concerns about access to care and the viability of Federally Qualified
Health Centers (FQHCs). It is possible the revised program will violate basic client rights
and lead to the disruption of care and diminished access to high quality care for more than
three hundred thousand Medicaid beneficiaries who now receive care-at FQHCs. This 1115
waiver program, as currently proposed, could lead to the closing of several of these most
essential community providers, such as ones that are crucial in meeting the health care needs
in Southern and Southwestern Illinois.

We hope as your Department continues to negotiate with Illinois, that you will require
specific provisions to assure continued access to these high quality services. Specifically the
wajver should:

- Provide necessary protections for FQHCs as managed care subcontractors:

- Preserve FQHC financial viability through cost-based payment options;

- Guarantee client rights to mandatory FQHC services;

- Assure fair and appropriate marketing practices; and

- Establish fair enrollment and assignment policies that preserve continuity of care for
all clients. :

Thank you for your continuing efforts to resolve the problems with the Illinois application.
We believe these provisions will assure that the final demonstration program preserves the
best of the current delivery capacity while helping the State achieve its important cost
control goals. Please do not hesitate to let either of us know if we rmay answer any
questions about these issues,

LENN POSHARD

Member of Congress
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March 8, 199S

The Honorable Dorma E. Shalala
Secretary

Departument of Health and Human Services
Room 615 F

200 Independence Avenue

Washington, D.C. 20201

Dear Madam Secretary:

1 would like to commend you for your department’'s thorough review of the
request by tha state of Illinois for a Subsection 1115 waiver to establish the
Illinois MediPlan Plus program.

I continue to have concerns about the proposed program, especially with
regard to the 1ssues of access to care and the continued viability of
Federally Qualified Health Centers (FQHCs). FQHCs serve more -than 300,000
Medicaid beneficiaries. These community-based providers are often the only
place low-income people can turn to receivae needed, high-quality health care
servicas. The state’s waiver request could cause a significant number of
these essential community providers to close, resulting in diminished access
to care for many Medicaid recipients.

As your department continues to work with the stata of Illineis, I hope
that you will require, as a condition of any waiver, that the stata fulfill
specific terms and conditions regarding the treatment ¢f FQHCs, to assura that
eligible {individuals have continued access to the high-quality services FQHCs
provide. Among the issues that must be addressed are: (1) protections for
FQHCs as managed care subcontractors; (2) FQHC financlal viability under the
revised payment system; (3) assurances that eligible individuals will continue
to have access to FQHC services; (4) fair and appropriate marketing practices;
and (5) falr enrollment and assignment policies that preserve continuity of
care fox all persoms.

These provisions are essential if the waiver is to achieve its purposes
without compromising access to and quality of care. The important role of
FQHCs must not be overlooked in the move to cut Medicaid costs.

Thank you sgain for your work on this important issue.

Sincerely,
/nga,

Richard J. Durbin
Member of Congress

PRINTED ON RECYCLED PAPER
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TWashington, BL 20515-1309
March 14, 1955

The Honorable Donra E. Shalala
Secretary

Department of Health and Human
Services

200 Independence Avenue, S.W.

Washington, DC 20201

Dear Madam Secretarv:

I would [ike 10 commend you for your Department’s thorough review of the request by
the state of Illinois for a Subsection 1115 waiver to establish the Illinois Mediplan Plus program.

I continue to have concerns about the proposed program, especially with regard to the
issues of access to care and the continued viability of Federally Qualified Health Centers
(FQHCs). FQHCs serve more than 300,000 Medicaid beneficiaries. These community-based
providers are often the only place low-income people can turn to receive needed, high-quality
health care services. The state’s waiver request could cause a significant number of these
essential community providers to close, resulting in diminished access to care for many Medicaid
recipients.

As your Department continues to work with the state of Illinois, I hope that you will
require, as a condition of any waiver, that the state fulfill specific terms and conditions regarding
the treatment of FQHCs, to assure that eligible individuals have continued access to the high-
quality services FQHCs provide. Among the issues that must be addressed are: protection for
FQHCs as managed care subcontractors; FQHC financial viability under the revised payment
system,; assurances that eligible individuals will continue to have access to FQHC services; fair
ard appropriate marketing practices and finally, fair enrollment and assignment policies that
preserve continuity of care for all persons.

These provisions are essential if the waiver is to achieve its purposes without compromis-
ing access and quality of care. The important role of FQHCs must not be overlooked in the
move to cut Medicaid costs.

With kindest regards,

Sincergly yours,

Member of Congress

FHUNTED ON RECTYCLLD Pares
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INTEANATIONAL OPERATIONS

March 1, 1995

The Honorable Donna Shalala

Secretary of Health and Human Services
Department of Health and Human Services
200 Independence Ave., S.W.

Washington, D.C. 20201

Dear Secretary Shalala:

I have been contacted by Mr. John Frana, a constituent from
Rockford, who is concerned about your Department’s review of
Illinois’ request for a Section 1115 waiver to establish the
Illinois Mediplan Plus program.

Mr. Frana is the executive director of Crusaders Central Clinic
Association. Crusaders Clinic is a Federally Qualified Health
Center in my district which provides essential primary care services
for thousands of Rockford-area residents. He has serious concerns
about the state’s proposed managed care demonstration program
especially as it affects access to high quality primary care offered
by this important community resource.

I have enclosed a copy of the original letter, and as your
Department proceeds with its review, I hope you will strongly
consider his recommendations. Also, I would appreciate it if you
could provide Mr. Frana with a response that fully answers the
concerns raised.

Thank you for your consideration of this matter.

Sincerely,

A rruc 4 Doz wtle

Donald A. Manzullo
Member of Congress

PRINTED ON RECYCLED PAPER



el ol v

AN

N ;(‘)_:\Q\CSS.MK 'ma«nu“O’

We urgently seek your assistance to preserve access to hl_.,h quahty primary care services prov1ded by Fedemlly Quahﬁed Health
Centers. Illinois request for a Subsection 1115 waiver to initiate the MediPlan Plus progra.m wdl lead to health center closures and'
diminish overall access to high quality primary care for low-income Tllinois resideats. Tu
ARer reviewing the state's response to HCFA's questions ard further discussions with state officials, we believe specific provisions ar2
necessary to protect client rights and the financial vxabxhty of Illmoxs FQHCS Specrﬁcally, we need federal assurances that:

Provide basic protections for FQHCs as managed ¢ care subcontractors

e Preserve FQHC ﬁnanc1a1 viability through cost—based payment opuons, : ;

®  Guarantee client nghts to mandatory FQHC semces. :

. Assure fair and appropnate marketmg praences £ { ¢

’
1

e Establish fair enroilment and assxgnment pohcxes that preserve contm-ulty' of care and proteets chents'"for whom English is not

T e

their native language. ] e - "

L e s

------ orAY

The Secretary has placed Terms and Condmons on’ other states walvers 't5 assiite that’ chents ana essenti: 1 commrmn:y provmers are
protected. Please ask Secretary Shalala 1mmed1ately to mcorporate our prepared Terms and Co ’dmons i to the "awer for 'lhﬁBIS‘h
one is granted. line fo d. ! d. r Illinois is March 7. o - :

We believe that these prov1sxons will assure that the Illmom managed care program preserves the best of the current dehvery capacn";
while helping the state achieve its important cost control goals wRE

e

Thank you for your continuing attention and support durmc this’ waxver review process.

Sincerely,

<TOKN FzA nA
(Name)

120 TAY <freet
(Street Address)

(ColeFoxd, T 6 1(02—
TR
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600 SOUTH FEDERAL, SUITE 501

CHICAGO, ILLINOIS 60605 : \) N@/‘{/

COMMUNITY HEALTH CARE OF ILLINOIS W\‘/

312-922-2424 FAX 312-922-2549

February 23, 1995

Ms. Barbara Cooper : OV'MW 4 W
Acting Director

Office of Research and Demonstrati
Heaith Care Financing Administration
U.S. Dept. of Health and Human Resour
Qak Meadows Building, Room 220
6240 Security Blvd.
Baltimore, Maryland 21207

Dear Ms. Cooper: ﬂ" ¢ MC&

The MHlinois Department of Public Aid has submitted to your office its response to
questions posed by HCFA concerning the lllinois request for a section 1115 waiver for its
Mediplan Plus Program. The Community Health Care of lllinois, Inc. (CHCI) has carefully
reviewed this additional information.

Currently, CHCI and the lllinocis Department are discussing the possibility of CHCI
submitting a proposal in response to the Department's Mediplan Plus RFP as a FQHC
Managed Care Community Network (MCCN). The Department has made no
commitments to CHCI and is unlikely to do so prior to an actual evaluation of a response
to the RFP. While these discussions are friendly and cooperative there is no assurance
by the lllinois Department that a FQHC MCCN is an important element to the Mediplan
Plus Program. The MCCN concept, particularly the possibility of having a FQHC MCCN
is the only experimental aspect of the lllinois 1115 waiver request. CHCl is the only not-
for-profit corporation wholly owned by FQHCs in lllinois preparing to respond to the lllinois
Department's waiver.

While CHCI recognizes improvements that are occurring in the waiver request, CHCI is
requesting that both HCFA and the Tllinois Départment realize the need for certain terms

and conditions essential for the participation of a FQHC MCCN. ~Aftached is a proposed

s&t of terms and conditions which CHC/ has developed for your consideration as HCFA
reviews the lllinois waiver request. These terms and conditions fall into three categories:

. HC MCCN Gradual lian nditions. -- CHCI will need some temporary
exemptions from the initial screening and ranking requirements. Risk adjustments or
stop/loss provisions will be essential to CHCI since the lllinois Department has
provided very little Medicaid experience data for evaluation. Once CHCI/ establishes
itseif for a reasonable period of time this exemption will not be necessary.

s FQHC MCCN(s) Expansion Guarantees During Waiver Period - CHCl is a statewide
not-for-profit corporation. While CHCI is prepared to participate as a FQHC MCCN in
some parts of the State initially, it will not initially submit a proposal for all areas of the
state. However, CHC/ does wish to gradually expand into all areas of the state and
does not want to be locked out in the future.

N (G% %fj‘tﬂ 7S

L it



Ms. Barbara Cooper
February 23, 1995
Page - 2

e E MCCN/. P j D jon Proje — CHCI is willing to
enter into partnerships and demonstration projects with the lllinois Department to
assist in the expansion of the Mediplan Plus Program in lllinois. There will be a
number of both rural and urban areas of the state where no proposais will be
submitted. However, many of these rural and urban areas will have established
FQHCs prepared to participate through CHCI if a partnership or demonstration project
could be established.

On behalf of CHCI, | thank you and your staff, once again for your attention to these very
important issues. | will be pleased to provide you any additional information you may
need concerning these proposed terms and conditions.

Smcerely W

Patsy Crawford
Executive Director

attachment. Proposed Terms and Conditions for proposed lllincis 1115 Waiver

cc: Rhoda Abrams, Bureau of Primary Health Care, PHS
Rodney Armstead, Office of Managed Care, HCFA
David DuPre, Associate Regional Administrator, HCFA
A. George Hovanec, Administrator, Medical Assistance Programs, IDPA
Sally Richardson, Medicaid Bureau, HCFA

95020801



mmuni Ith Car llinois

id e r nditions for proposed Illinoi 5 Waiver

ualifi ealth ter N radual Compli

The State shall grant temporary exemptions from any RFP requirements as requested in any
responses to the RFP which is submitted by a not-for-profit corporation which is wholly owned and
controlled by a FQHC(s) (FQHC MCCN). The purpose of these exemptions is to allow for the
gradual compliance of a FQHC MCCN(s) over the entire life of the waiver. The State shall not grant
any temporary exemption for a period beyond the life of the waiver:

1. When a FQHC MCCN submits a proposal it must specifically identify those criteria for
which it is requesting a temporary exemption. The FQHC MCCN must state precisely
when and how it anticipates to come into full compliance for each temporary exemption
requested.

2.  Temporary exemptions shall be granted from any of the initial screening and ranking
criteria where the State and the FQHC MCCN enter into a compliance agreements which
establishes a detailed plan of achieving compliance. Compliance agreements shall be
negotiated and finalized at least 60 days after the submission of a proposal by a FQHC
MCCN. Such plans shall be submitted to HCFA for review and approval in writing.

Once a FQHC MCCN completes the screening and ranking process as provided above, it shall be

- eligible to participate in the MCE bidding process. The MCE contract between the State and the

FQHC MCCN shall establish a capitated (risk) rate. However, a FQHC MCCN may request that the
contract be less than full risk or that a stop/loss provision be included. If such a request is made the
State shall enter into negotiations with the FQHC MCCN to include such provisions. Such contracts
shall be submitted to HCFA.

A FQHC MCCN, regardless of the any temporary exemptions, shall have the same rights and
privileges of any other MCE participating in the State's Mediplan Plus.

FQHC MCCN() Expansion G During Waiver Period

The State shall accept a response to the RFP submitted by a FQHC MCCN any time during the life
of the waiver.

A FQHC MCCN(s) shall not be precluded from contracting in any contracting service area of the
state where it is able to demonstrate adequate capacity at any time during the life of the waiver. ’

Z ershi nstrati

If there is only one bidder in any contracting service region in the state, the State shall determine if
an FQHC MCCN desires develop an MCCN in that particular contracting service area. If a FQHC
MCCN indicates it desires to develop a MCCN in that particular contracting service area, the State
and the FQHC MCCN shall enter into a technical assistance partnership specifically for the purpose
of developing the FQHC MCCN. The State shall provide technical assistance on system
development, quality assurance, solvency, and any other issue which may be identified by the State
and the FQHC MCCN. Such technical assistance may include State grants or loans. All agreements
concerning such parterships shall be submitted to HCFA for review and approval.



b. In contracting service areas of the State where there are no bidders, the State shall establish a
demonstration project specifically to develop a FQHC MCCN. Since this is likely to be in rural
areas of the state, the demonstration project shall include the development of additional FQHC sites
and emphasize access to health care. All planning and implementation agreements and documents
concerning this demonstration shall be submitted to HCFA for review and approval.

95012601
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February 17, 1995 ﬁ\

0
Ms. Barbara Cooper Lq& 0 W

Acting Director, Office of Research and Demonstration

Health Care Financing Administration, U.S. Dept. of Health and Human Resources
Oak Meadows Building, Room 220, 6240 Security Blvd.

Baltimore, Maryland 21207

FAX: 312/939-5557

, 7
o

[ fgHc "

Dear Ms. Cooper:

We urgently seek your assistance to assure that if a section 1115 waiver is granted to
lllinois that the Mediplan Plus Program does not jeopardize access to high quality primary
care services currently provided by the State's Federally Qualified Health Centers and does
not diminish overall access to and quality of care available to Medicaid beneficiaries.

After reviewing additional State responses to HCFA's questions and discussions with State
officials, we believe specific provisions are necessary to protect client rights and the
financial viability of lllinois' FQHCs. Our proposed terms and conditions:

e Provide essential protections for FQHCs as managed care subcontractors.

O

te
¢ Preserve FQHC financial viability through cost-based payment options.

. Guarzr;tee client rights to mandatory FQHC services. adl ke #/ 02( “Zo” v ‘L%

oo &8, s fytrrg S o A
» Assure fair and appropriate marketing practices. ) Sy ?, /. /,%
G by Ovvbs Aovrrent . (o "%
o Establish equitable enrollment and assignment pohc:es that preserves zz/
continuity of care and protects clients for whom Engllsh is not their native

‘
language. /’ ‘%
Thank you, again, for your continuing attention and support during this waiver review 4/
process. We will be pleased to discuss these issues with you or your staff or provide Q'K Z‘;Zx
additional information at your convenience. ’{ “
7 3

‘ﬂ'

4

Sincerely,

A om Shaile—

Len Sharber
President
lllinois Primary Health Care Association

S

~

attachment: Proposed Terms and Conditions for proposed lliinois 1115 Waiver

cc: Rhoda Abrams, Bureau of Primary Health Care, PHS
Rodney Armstead, Office of Managed Care, HCFA
David DuPre, Associate Regional Administrator, HCFA
A. George Hovanec, Administrator, Medical Assistance Programs, IDPA

Sally Ricna@éﬂ%%?ﬁﬁ@%@@%rﬁ%ﬂ Health Is Primary”
95021702



C.

llinois Primary Health Care Association

Proposed Terms and Conditions for proposed Illingis 1115 Waiver

der ualified Health Center as MCE Subcontractors

The State shall require managed care entities (MCEs) to contract with FQHCs as required by State
law [305 ILCS 5/5-16.3 (d) (1)]. The State shall assure that any terms and conditions established by
a MCE(s) under Illinois law shall be applied in a non-discriminatory manner and such terms and
conditions shall not operate generally to preclude acceptance by the MCE(s) of a FQHC(s).

If an MCE intends either to terminate or deny inclusion of a FQHC(s) into the panel of physicians of
the MCE as provided for in State law, the State shall demonstrate to HCFA that the MCE has
adequate capacity and will provide an appropriate range of services for vulnerable populations
without contracting with the FQHC(s) in its service area, prior to the MCE terminating or denying
inclusion.

No MCE shall terminate or deny inclusion of a FQHC(s) as provided above in paragraph (b), unless
the State has submitted to HCFA a report with the following information at least 60 days prior to the
termination or denial for the Regional Office (RO) approval and thereafter HCFA concurs in writing
with such action. The report submitted by the State shall include:

1. The names of the FQHC(s) in the MCE's service area, and a description of the
demonstration populations served and the services provided by the FQHC(s) prior to the
demonstration.

2.  An analysis demonstrating that the MCE has sufficient provider capacity to serve the
demonstration populations currently receiving services at the FQHC. The analysis shall
include, but not be limited to, a listing of providers signed with the MCE, capacity of each
provider to serve Medicaid patients, geographic location of providers and description of
accessibility for Medicaid patients to these providers. The MCE must inform the State if
any of this information or data changes over the course of the demonstration.

3.  An analysis demonstrating that the MCE will provide a comparable level of Medicaid
services as the FQHC (as covered in the approved State plan), including covered outreach,
social support services, transpiration and the availability of culturaily sensitive services,
such as translators and training for medical and administrative staff. The analysis shall
describe the proximity of providers, and range of services as it relates to FQHC patients.

FQHC Reimbursement Options

a.

The MCE shall pay the FQHC(s) on either a capitated (risk) basis (with appropriate adjustments for
adverse selection factors) or on a 100% reasonable cost-based basis. Appropriate adjustments factors
for adverse selection shall include, but not be limited to, age, gender, location, eligibility category
and prior utilization of health services. A description of the payment methodology shall be provided
by the State for the Regional Office (RO) approval in writing prior to the awarding by the State of
any contracts to any MCE(s):

1. Where a2 MCE contracts with a FQHC(s) on a 100% reasonable cost basis and the MCE
pays directly to the FQHC such payments, State payments to the MCE shall reflect 100%
reasonable costs as stated in section 1902 (a) (13) (E) of the Social Security Act. A MCE
has the right to elect to be paid at these 100% reasonable cost based rates for services



described in section 19035 (2) (2) (C) of the Social Security Act, as long as the MCE is
paying these rates directly to the FQHC(s).

2. Where a MCE contracts with a FQHC(s) on a capitated (risk) basis (with appropriate
adjustments for adverse selection factors), State payments to the MCE shall reflect this
capitated basis. FQHC capitated rates shall be at least as favorable as those offered by the
MCE to other primary care providers. A FQHC receiving such a capitated rate shall have
the right to elect to be paid adjustment payments from the State to reconcile the difference
between the total capitated rate payments and what would have been the 100% reasonable
cost-based rate payments as stated in section 1902 (a) (13) (E) of the Social Security Act.
The State shall provide a description of this adjustment payment methodology to HCFA for
review and approval at least 30 days prior to the implementation of the waiver.

If a FQHC has entered into a contract with a MCE on a capitated (risk) basis, it may voluntarily
waive its right to be paid adjustment payments from the State if the FQHC chooses to enter into a
shared saving plan, such as a set-aside pool, % withhold, etc., with a MCE. The waiving of the right
by a FQHC(s) to adjustment payments from the State to reconcile the difference between the
capitated rate and what would have been the 100% reasonable cost-based rate, can not be a condition
for entering into a contract with a MCE(s).

If during the demonstration, the MCE changes its payment methodology in any way to a FQHC(s),
the changes shall be submitted by the State to HCFA for review and approval in writing prior to
making the changes.

ervic ut - n

Any RFP the State releases shall specifically list FQHC services as one of the mandatory covered
services which must be provided by a successful bidder which desires to become a MCE.

When a recipient who, either voluntarily or by assignment, is enrolled with a MCE seeks FQHC
services at a FQHC which does not have a contract with that recipient's MCE (Out-of Plan FQHC
Services Visit), the FQHC providing those FQHC services shall be entitled to 100% reasonable cost-
based reimbursement. The FQHC shall bill the State directly for such out-of-plan FQHC services
visits.

To avoid double payment for Out-of-Plan FQHC Services Visits, the State shall develop a
methodology for recouping pre-paid payments to the recipient's MCE which is responsible for
providing FQHC services. Such methodology shall be submitted to HCFA for review and approval
60 days prior to the implementation of the Mediplan Plus Program. Such methodology shall include
the immediate dis-enrollment of the recipient from the MCE and the re-assignment of the recipient to
that FQHC EMCP where FQHC service were provided if the recipient has no objection to the re-
assignment. '

rketin at

The State shall submit all State marketing materials for enrollment into Mediplan Plus to the
Regional Office (RO) for review and approval 60 days prior to disseminating these material.
Additionally, HCFA shall review and approve marketing materials used by any individual
participating Mediplan MCE or Enrolled Managed Care Provider (EMCP).



b.  The State will thoroughly report to HCFA immediately any marketing probiems, such as but not
limited to, written complaints, it identifies or changes intended to be made to any marketing
materials or programs.

Enrollment and Assignment

a. To preserve continuity of care, the State shall provide that any Mediplan Plus enrollee already
enrolled with a FQHC (under the Health Moms/Healthy Kids Program) who does not affirmatively
select another participating MCE or EMCP provider shall be assigned to that same FQHC.

1. The State's education and enrollment program shall include an on-site enrollment
process as provided by Section 1902 (a) (55) of the Social Security Act. Employees of a FQHC(s)
shall be trained and certified by the State as outstation eligibility workers authorized to accept a
Medicaid application and to assist applicants with the application. Such assistance shall include
selection of a Mediplan Plus MCE or EMCP provider.

2. The State's education and enrollment program is prohibited from authorizing the
placement of MCE employees or representatives in local public aid offices for marketing

purposes.

3. The State's education and enrollment program shall prohibit MCE(s) and EMCP(s) from
soliciting recipients door to door or at any other enrolled provider's place of business.

b.  The State shall establish an education and enrollment program that shall allow for the assignment
(default) to MCEs and EMCPs of eligible Mediplan Plus recipients who do not voluntarily make a
choice of medical providers on a proportional basis based upon available capacity at all MCE(s) and
EMCP(s) in a given service area.

c.  The State, for purposes of assigning Mediplan Plus recipients who do not make a choice of medical
providers on a proportional basis based upon capacity to all MCE(s) and EMCP(s) in a given service
area, shall submit to HCFA for review and approval the methodology for determining capacity at
least 60 days prior to the implementation of the waiver. '

1. The methodology shall be based upon the availability of providers a MCE or EMCP has
identified as being available to provide preventative and primary health care services.

2. The methodology shall provide a higher capacity capability for MCE(s) and EMCP(s)
that provide medical services through physician/mid-level nurse practitioner teams.

3. The methodology shall include a provision that assures that recipients for whom English
is not their primary language, will be assigned to a MCE or EMCP that offers translation services

for that recipient's primary language.

95012403



THE WHITE HOUSE

WASHINGTON

MEMORANDUM TO: The First Lady

FROM: Diana Fortun
Domestic Polié¢y Council

SUBJECT: Status of Illinois Medicaid Waiver in
Preparation for Chicago trip

DATE: February 14, 1995

The purpose of this memo is to brief you on the status of
Illinois's request for a Medicaid waiver in advance of your trip
to Chicago.

The state submitted a waiver request to HHS and the Health Care
Financing Administration on September 15, 1994. The 120th day
was January 13. The plan, entitled "Medi-Plan Plus," would
require most Medicaid recipients to join managed care plans.
Negotiations on the waiver are nearing conclusion, and approval
should be announced in the next two to three weeks. Secretary
Shalala called the Governor last Friday to reassure him that the
process is going very well, although she did not indicate that
approval was a certainty.

Governor Edgar has been very anxious to secure approval, in large
part because his budget assumes savings from the implementation
of managed care.  Also, the state's bond rating was recently
downgraded, and the rating agency pointed to problems in the
Medicaid program as part of the rationale.

Illinois has a very troubled Medicaid program. In the past, it ~
has tried to cope with cash shortfalls by simply not paying bills
for months at a time. There is also a long history of quality
problems in the program. As a result, many are skeptical that

the state can successfully mount such an ambitious managed care
program.

Sister Sheila Lyne, head of the city of Chicago's health
department, has written HHS to express her concern that the
waiver could hurt quality of and access to care because of the
state's poor track record. She is also concerned that clinics
run by the city could be hurt in the changeover. HHS officials
are meeting with her next week. The Illinois Primary Care
Association, which represents federally qualified health centers,
strongly opposes the waiver because of concerns about whether
FQHCs can compete in managed care. (In most states where we have
approved Medicaid waivers, the FQHC association has opposed it on
these grounds, and the National Association of Community Health
Centers is suing us on this issue.) They are also concerned that



2

the state will direct most of the business to the Chicago HMO,
which has strong Republican ties.

Illinois' plan differs from other major Medicaid waivers we have
approved in that the expansion.of Medicaid coverage to new
populations is very small (only a few thousand people). However,
HCFA was ultimately persuaded that the State's fiscal problems
are such that a coverage expansion was not affordable. HCFA
also argued that the state should have applied for a 1915(b)
waiver rather than an 1115 waiver, since enrollment in managed
care can be accomplished through the former, and the only
advantage of an 1115 waiver is to avoid the tougher quality
standards in an 1915(b) waiver. The state ultimately compromised
and agreed to meet the more stringent 1915(b) quality standards
for clients outside of Cook County.

At the beginning of the process there was significant tension
between the State and HCFA over the ambitious timeline the State
wanted to follow. When the state submitted its proposal, it was
about to issue a request for proposals to identify likely
providers in time for an April start-up, but HCFA instructed the
state to wait for Federal approval before doing so. This
exchange was covered extensively by the press at the time. The
initial stories were critical of the Federal government's delay
of the program, but the coverage shifted within a week or two and
then criticized Governor Edgar for trying to move too fast.
There were editorials favorable to HCFA in the Chicago Tribune
and in the Sun-Times. More recently, the Governor has again
criticized HCFA for delays, but the coverage has again suggested
that Federal caution is prudent.

cc: Carol Rasco



EXECUTTIVE OFFICE OF THE PRESIDENT

19-Jan-1995 10:42am

TO: Jeremy D. Benami
TO: Diana M. Fortuna
FROM: Carol H. Rasco

Economic and Domestic Policy
SUBJECT: Illinois

Yesterday I played phone tag with Terri Moreland, Director of
Illinois' Governor's DC office, and Governor Edgar's Chief of
Staff, Gene Reincke. I have now spoken to Terri. The Governor
had asked them to call her as a follow up to his meeting with me
as yes, they did have their session with HCFA last week but are
getting nowhere in obtaining anything in writing, even about the
1915 pieces that were discussed with them. Is there anything that
can be done to appease him (he's nervous as his legislature comes
in next week, budget figures are screwed if they can't begin to
show some of this waiver stgff) short of a letter or call
promising the full waiver since Mayor Daly wants a delay, etc.etc.
Terri would like a call back by tomorrow if possible. Diana, why
don't you check this out and then let's talk....

Welcome to the White House side of waivers.
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H DEPARTMENT OF HEALTH & HUMAN SERVICES Health Care Financing Administration
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" The Administrator
Washington, D.C. 20201
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MEMO TO: carol Rasco ?V\
Assistant to the Praesident M
Domestic Policy Council ggf

_ \
FROM: Bruce C. Vladeck 3ﬂwtq{,,,-B(V/ Q\\‘S

Administrator
THROUGH Kevin Thurm, CoS ;Z::Zéz"
SUBJECT: Illinois' 1115 Demonstration Proposal

I understand that you will be meeting with Governor Edgar of
Tllinois on Friday, January 6. This note summarizes our major
jgsues with the state of Illinois' section 1115 demonstration
proposal, and how we intend to resolve them. You should be aware
that HCFA is meeting with the State of Illinois to continue
negotiations on their waiver on January 1ll.

Background: 1Illinois submitted its demonstration proposal,
MediPlan Plus, on September 14, 1994. The stated goal of the
proposed demonstration is to increase access and quality of care
for Medicaid eligible clients and limit rising costs through the
increased use of managed care. The State claims it will save
$1.1 billion over the course of the demonstration, alleviating
its significant budget problems.

MadiPlan Plus will serve two population groups which are not
categorically eligible for Medicaid. One group is currently
receiving less comprehensive health care services in a State-only
funded program. The other group was part of a gtate-only funded
program which ended in March of last year. In addition, the
 proposal will expand coverage of family planning services from
the current 60 day period to 12 months after childbirth for
adults with incomes below 133% of the federal poverty level.

Illinois intends to use a mix of HMOs, managed care community
networks (MCCNs) developed around hospitals or federally
qualified health centers, traditional insurance, and a more
narrowly contained fee-for-service system. The state will have
Mandatory MediPlan Plus areas, Voluntary MediPlan Plus Areas, and
Traditional Medicaid areas where HMOs and MCCNs are not available
for services. A large number of services will be carved out of
capitation contracts and will continue to be provided on a fee-
for-service basis, e.g. mental health services, skilled nursing
services, and alcohol and substance abuse services.
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Reasons for concern:

o

I11inois has a history of poor management of its Medicaid
program. Some examples of this are:

o For eight straight years, the State has not paid
providers in a timely fashion and has failed to meet
the timely claims payment standard of its annual
Systems Performance Review.

o Illinois' managed care program known as the Partnership
Program was seriously criticized by GAO, which noted
widespread client dissatisfaction, marketing abuses,
and other managed care deficiencies.

o Illinois' Healthy Moms/Healthy Kids program was
approved in January 193 but to date has enrolled only
20-25% of its targeted population. There have also
peen difficulties retaining providers because of late
payments by the State.

o Last year, the Chicago Tribune ran an eight-part series
describing in detail numerous program deficiencies in
the Illinois Medicaid program.

There is little which .is particularly innovative in
Illinois' 1115 demonstration proposal. We believe that the
State wishes to use the 1115 authority primarily to
circumvent quality standards established under the current
Freedom of Choice waiver statute. We feel strongly that
this is not the proper use of the 1115 authority.

We have previously been willing to provide more flexibility
on managed care guality assurance for states which were
expanding eligibility and which have a proven record of
their commitment to gquality.

11linois could develop managed care arrangements for
Medicaid beneficiaries using a 1915(b) freedom of choice
program waiver.

The state has set an unrealistic timeline for implementation
of the proposal (e.g. start-up on 8/1/95), and particularly
for contracting with managed care organizations.

We could be sued by interest groups for waiving quality
standards in a program run by a State with quality problems.

We question the State's estimate of savings, particularly as

_ their existing 1915(b) program, Healthy Moms/Health Kids,

has failed to bring about the savings envisioned (see

attachment A).
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The State's position:

o] The State is asking for flexibility already granted to other
states in their 1115 demonstrations.

o] The State claims its financial situation is such that it
cannot afford an eligibility expansion or a glower
implementation timeframe.

Our position: While we are concerned with Illinois’ track record
in implementing broad changes in Medicaid, the State's proposal
has two elements which necessitate use of Section 1115 waiver
authority and are truly innovative: The first is the development
of managed-care community systems built around hospitals, in
urban areas initially, and in rural arxeas in later years. The
second ig the development of urban and rural managed-care
community networks using federally qualified health centers in
the delivery system.

At the January 11 meeting, we will agree in concept to an 1115
demonstration focused on the elements of the proposal that are
innovative. We will require and offer assistance in the creation
of a more realistic timeframe for implementation to assure that
adequate quality assurance, program management, and health care
system elements are in place. Since the State will be concerned
about the proposal of a slower implementation, we intend to offer
the State a 1915(b) managed care waiver for the interim period,
to achieve some cost savings in the short-run. The beneflts of
doing this are:

o The State could put its beneficiaries into managed care
and achieve cost savings. We believe the State is
likely to save a comparable amount of money under a
section 1915(b) waiver as it would under an 1115
demonstration.

o HCFA would be better able to assure quality under a
1915(b) program.

o 1915(b) waivers have a shorter, more simple review
procesas. This should appeal to the State.

o] This arrangement would allow the state to keep its
promise to Illinois hospitals that they would be
involved in the new system.

o This arrangement could result in a program that is a
legitimate test of a health care system innovation.

Also attached, for your information, are examples of recent
editorials from Illinois papers which are sympathetic to the
concerns we have expressed to the State (Attachment B).
Please call me if you have any questions.
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State’s health plan for

—— P

poor Comes up short

June 24, 1934
! ——
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By Erie Krol
Tiasurs Stary WRITER

SPRINCFIELD—When Gov.

Jim Edgar proposed a new pro-
gram in 292 to help reduce the
state’s bigh infant-m&rTolity rate
ltﬂwwassuppoadmendtre

medical tribulstiors of poverty- .

stricken Wotnen and their chil-
drent. .

Under Heslthy Moms/Healthy -

Kids. poor preghant women
were supposed v receive better
prénatal care Their children
were supposcd o be im:mmrl
onsnhedule.
And whegever @ mother ar -
child became sick, physicians

were supposed 1o be a.vu.ilume. .
smt.;

md:ng&mhodm

room waits
clinic visits that for yearS have
marked health éare for e poor.

On top of 20 that, the state |
pposed th save maoney. -
Families would stop making

Was ko

coslly emerpgency T™mom vikits
and prevelitice care would heda
off many serious illnessce. re-

ducipg the numbder oflmthy
hospital siays.
“This imtiotve will be mﬂe
MP:m!orlwﬁmmtwu
dgor predicted in his
Awﬂmmtaddr&
Bat after a lttle mwy than 8

program, fnitially promised to
sign up 400.000 meothers aml:
childeen in the Chicago arex by
the end of last month, but only’
abon!. 40,000 have been enralled.

@ Instend of cimplifying health
t2re for the poor, the pew pro-'
grem hay complicated it The
computer system at the heart of
the program JJoesn’{ work

~How ca'n we e.x,pmt 1o move

ahead with the governor’s plaw:
whent there arc 50-many obvious -
prohlems. with Hea.lt.hy Moms?¥..
said Rep. Darbara Flynn Curri, ..
Clicage ‘lawmaker and Housd
Democrat negeliator oo Memmid
reform

The nmmm was the Inlplra-
tion of furmer Public Ald Disector .
P&ﬂmﬂmdlsy and his lvled.kmid

sicians and received the proper:

mthestaingavemmoytohcnl
corammumily organiztiens, such ag

uucmcagotl‘ﬂmnng\m,bm.,:

cas? nianagera.

reUc
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To cniice ph_vu:mh:s to sign up’

departmen
milllon’ on administrative over-
head as it rushed to set up & com
plicated program in Just 14
momhs,. T

Rubert Wright, the state's car-.
rent public aid dimwetor, defended .
the 2dminiatrutive spending, &y
ing, *It you're guing to have.a ¢l
tem at-all. you need aif these:
thires in piace.” AR
Put Detores Morales, wha rons.
clinics on Chicago’s Narth Side
snd in Des Plaines that are-en
rolled in the program, ays hetr
problems typify the coianpfaints
against the Healthy Mom-
o/Haalthy Rids progreem. ., *
When a Daaprimant of Puhlic
Ajd representaftve came to Jifcl’
the program in February 1983,
Morales s3id ghe was
gen1s per pavsicidn pel;
mnnth But because of the- e
slowdown

] have been tossed arcund I:'!cei
a PlngPung ball” Morales 3aid.  :
In eddition. Morales $aid, the as- |
signment prvcess for paticnts °
aften has oo chyme or reasoll .
One imother who signad up for the

The task force drafted its recoms *
mendations in Navember. but.
did not occur until off -

clals frem 3 federal agancy thal
oversees the cost effectivensss of
Healthy Moms/Healthy Kids
toured onma of he ofliced whnere.
case IADAZErs WOTk. e
Ima ¥ jetter to the De-!
partment of Public Aid the US. .
Teaith Caoe Financing Adginis.
tration said it found case.

Unty recentty. Pirst Health
didn even have @ list of Wher ifs
staff apd.computers were as:

“] don't fhink Fust Health &ne- .

tirely ap what would be |

involved with tBis Drogram.”:

Wright said : ;s
Following a biddi the

2 DLOLESS,
state awarded First Fealth the.,
coptract for Healthy ‘Moui-,
o/Healthy Kids because the cam-.
pany had done Medicaid work i
other sixtes. But Wright acknowt:
edged that the compuny’s eariier
work was. nothing on the scopa ol
the Haallyy Moms/Bealthy. Kfda_
program. - o~

®
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RANCE CRAIN, Eade-in=chaf OLORIA SCO8Y, VP, pubiisher

DAVID SNYDER, Editer JAY McCORMICK, Managhh] emtor

Is Edgar’'s Medicald
mess just the start?

it wos just three manmths ago. in the heas af the gubcrnatorial Cam-
puign. thes the arogance dnd uaw aitanted opiimism of the Edgar ad-
minigiration was displayed for all  see.

At lssuc was Gov. Jim Bdgar'> plan 1o transfer the state’s |.1 mil-
tion Medicaid reciptents imo an HMO-styla mansged care system.
The effort was critical 10 the sinc's tenuous fibancial health: The so-
salled MediPlan Plus prograsm va5 desipid (o save 52 bitlion in spi-
raling Modicald costs aver 8 five-ysar petiod beginning ibis July L.

Np dice. 3aid a porads of outrile health care expers. A limeladie
foc carolling Medicaid patients into MediFisa—and the resulting cost
savings—were too ambitiows. b » lemer w sae public aid officlals,
the U.S. Depanment of Healts 111 Human Services (HHS) agreed.

Candidale E4gar dismisscd tve H{HS warning es **2 lener ffom u -
reaucrat.” Todey, the re=clection vicuory uadar his beli. the governor
is singing 4 diffcrent wne.

His administration now concedes that the Lsunch of McdiPisn Plus
will be delayed by wonths. Amd thow costs savings? They will be de-
layed. t00.

Despitz rcassuranses in Octobuy, the tnth ultimately came o light
in December. The postponcmeiX, ddminisitarion officlAl say, will
coat [llinois taxpayers an estimuted $31 milllon. Bot dou't hold your
breath that ihat's all we'll Yose. Thoss cstimams arc from he seme
folks who sald the manuged care plan was on & wockabie timeteble.

Portiops more tcoubling are viher axsursnces made by candidaic
Cdgar thot no loager seem to carry Usé same weight I3 the state’s dud-
get a8 sound ar we"d beea assurcd? Ot will there be & funding panic
when the General Assembly recunvenes thic spring? And what about
ltis campaign mant that bo had no plan © raise 1axex?™

Don’t hald your beeath,

Gov. Edgar mado » 1ot of bold promises whlle he waa seeking re-
clection, There wes skopticism thea, and theee's skopticism sow. In
his second tefT8 as govemor—v: hich begins next work—-one can only
hope thae My, Edgar offess a morc pragmais sssessment of (he snie’s
finanoes thea he did when he wna campeigning W he re«ejeciz).
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Take Politics Out of Medicaid

Nobody, least of all Gov. Edgar, should be suepcised w learn
that the state’s managed-care system {or Medicsid patients won't
be up o~d running by April L.

Edgar's claim thel it was posalble to herd 1.1 million Medicaid
recipients into managed care in 11 months’ time sounded too g0ed
to be true when he first announced it last spring. It was. Norethe-
less, the ruse achieved its goal: It delayed discussion of the 82 bl
lion Medicaid problem until after the election.

Tuesday. the feds called his bluff. The Health Care Flodncing
Administratian questioned [llinois™ time line for implementing ir:
new program. The federal agency. which must spprove changes in
state-sun Medicaid programs, is concerned about the lack of lime
for training stalf, developing. systems. educating pacients ang re-
cruiting doctots.

The election is over. Fdgar's jub is secure for another four years.
It's time 10 step back from the politics and stant talking about
people. If managed care is going to seve taxpsycrs money. the svs-
tem must be carefully planned and cautiously implemented.

Managed care remains the best optioa for controlling medical
costs in the futurs. but savings will be reslized only if the systam
works. [t's time for the gavernor stop plaving politics with Madic-
aid and openly pay ercention tu details.

Sun Times December 2
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November 23, 1994 : ;/ A [ \ (1J | - '. )
WCiag 'l
&NM-DIB.MW . Barbara Cooper, Acting Director i
' Office of Research and Demonstrations !
SR Heakh Care Financing Adminisiation |
Sheds Lyur. KSM Oak Meadows Building, Room 220 _
Comisionr 6340 Sccurity Bivd. | o
333 South Suie Sirwet .| Baltimore, MD 21207 : || i
Chieago. limeis 60604 | _ . : |
G 74588 ] ;
B oo ||
BN | DearMs. Cooper: | o |
=. | ]
| | As the public health authority for Chicago's nearly 3 million residents, inchudi Ok
; over 600,000 Medicaid recipients, snd asa major health care provider for the City's SR
i poor.tbeChiagoDepuunent'ofHal!hhas,amsakeinhddp-md_ S
% implementation of the State's Madicaid program. Afer reviswing the Hlinois

of Public Aid's (DPA) waiver spplication for Iilinois MediPlan Plus, .
we submit the following comments for your consideration:

The State qfnlimishasmhmiuedamivawﬁnahtohnplmme
1llinois MediPlan Plus Demonstration Project. The state's request was snbmitted
under section 1115 of the 1965 Social Security Act. That Act suthorizes “ressarch
mddmmzﬁm‘wdmwﬁchmmmdedmmtheuﬁmof
innovative ideas that could be adopted mtiocnwide.

3 The section 1115 request should be rejected because the Illineis waiver roquest
& should have been made in accordance with a different statutory scheme. An
5 appropriate request would kave invokad section 1915 of the Soclal Sesurity Ast.
' l Section 1915 waivers are known as "program waivers” becanse they allow states -
‘ to experiment with Medicaid service delivery systerms and costs. Program waivers
‘ mWW@MWWobﬁnmﬁduﬁmm %
| Sincethe.mihdswﬁmpupodhhﬁdlyamgedmplmmwﬁd . "
mmmmmmomwmmmmmwm -
basis for proceeding in eccondance with section 1115. The waiver request should e
have been made in accardance with section 1915 of the Socisl Security Act, which R
3s designed to allow experimentstion with service delivery. : S ¥
The Tlinois waiver request should be rejectsd. The stte thould be required to . ||
submit an sppropriste request in accordance with sectioa 1915. I ol
| RECEIVED ¢w\!
. L SN it
| '_ : ~ NOV 291984 \ . >
| T umom.png:cro‘_a'? -k
P ’: : ;
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The Septcmber 27, 1994 Federal Register included policies and procedures used to guide the ¢
of Section 1115 waivers. The Policies and Procedures sute that HHS will “consider, 2s crt
for approval, 2 State's ability to implement the resesrch or demonstration project.” We believe that
mPA‘sq;pedmmdan:inmgdmindimapmfmndinabﬂitymeﬁ'ecdvdyimplmm-
MediPlan Plus. . |

A 1990 GAO study of HMO's fomdsigniﬁcm:honmnnngsmmPA’:mnndmm

Many of the issues have aever been addressed by IDPA, including sassive cliet dissatisfaction and '

disenroliment and lack of adequate guality assozance standards. Our experience a3 8 publio provider
has also show that Jarge numbers of managed care enrollees, because of dissatisfaction with their
managed care providers, seek care & public clinics and federally-funded community health centers
that curmot deny care. None of these serious concerns are addressed in Tllinois' waiver request.

IDPA's experience with Heallty Moms Healthy Kids, 3 managed eare program requiring & 1015 (b)
waiver also gives some indication of IDPA's inability to rapidly implement a oew prograum. After
scventeen months of implementation, [DPA bad cnly enrolied spproximately 10% of 580,000
Mﬂshﬂdﬁymmﬁd&yﬁ&mappuumnameoaﬁrm&

Spesific concarns regarding the State’s ability to implement MediPian Plus:

1. Giventhe stute's experieace with managed care and the supply of mansged care providars,
the goal of enrolling 70%~90% of Ceck County's pearly 700,000 cligible cliemts within one year is

totally unrcalistic. DPAM;MMdyMymMIW,MMMMm -

currently enrolied with a HMO, with an additional 150,000 slots currently availshle. It is unrealistic
wexpaﬂwﬁciedaddiﬁomlmv{Omde;dCceCommityNMN@)mm
develop so that over triple the carrent capacily will be available within & year. The requirements foc
MCnNsmaoinstothwmanxlasslowdmﬁeirdwelmﬁmb«addingtodnapuity
problem. IDPA has bad trouble attracting most Lllinois HMOs to the Medicaid program, and
mmnm«amzmsmwﬁnummmwummu

Moge time is also peeded to allow sufficient opportunity for clicnt and public education regarding
MediPlan Plus, particularly client earollment and patient grievancs procedures.

2 The timetable is not workable and poorly sequenced. We had been concerned that [DPA was

piamhgmgﬁmvkmﬂyﬁemmhwmmwmw&t

waiver. We were pleased by HCFA's September 29th letter that sdvised IDPA to stop
mmmmmmmmuymwmahukm Encouraging the :
of MCCNs; dwdo;ﬁmm&rcumdwaﬁonmdmﬁduw sending out eli
noﬁcumgaﬂhgmw;andutﬁngwanthsothwadminbnﬂvemfm& :
ﬂmtmynmbeappmedkmﬁvsemfnﬁumgaﬁmandbadpubﬁcpoﬁcy. L \ '
: i
. |

2

P.83/20
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3. DPAdoesmhavemadeqmyhnfordwelapmgmdmgpmdamny :

Wm&ﬁ@m@mumﬂﬂ&rmm@tmﬂm&mﬂqmﬁq
monitoring. IDPA bas only addressed ways to assess Medicaid capacity, but IDPA can only

. determine provider's Mediesid capacity by first evaluating their total eapacity. Without collecting

data on Medicaid-certified providers, including office locations, total patient volumse, eto., IDPA will

beunabletom&eamommmumgpmdewmdthenfonmbhto .

responsibly assign patients to providers or impose sufficient quality controls.

Specificaily, we recommend that IDPA establish guidelines for the maximum allowable number of
patients per physician and require providers to report the aumnbers of physicians per health care site
and the amount cach participating phyzician will comumit to Medicaid peactice. The walver indicates
that IDPA will only require compliance with HCFA publicstion 4 Hegith Care Quality Improvemera
System for Medicaid Managed Care: A Cuide for States, which does not set specific standards foc
ratios of physicians o paticats. HCFA should consider requiring that standards published by the
us. PcbﬂcHal&Sameeommgpbynm—popuhnmnﬁosandFvﬂdepMnybe
adopted by IDPA- |

4. mmmmmm«m D)PAhsll!omd

insufficient staff 10 monitor and evatuate program effectiveness, and there is no evidence thet -

adequate data processing and managument information systems hsve been - or will be - put into
mwmmmmmmumchampndmmpmmummrm

IDPA must be required to develop a comprehensive information system that will have the capacity
10 generate reports an key quality and access indicators. These reparts must, on a routine basis, be
made svailsble to the General Assembly ndthcpublictomblendvocuqmndothu
Maummmnhonhemmoﬂmdmm?lmoncum ' '

AS part of the monitoring function, mPAmahbhnhmmunmmhm
Current Medicaid managed care marketing practices, including doos-to-door marketing, marketing

in local IDPA offices, and use of finencial or material incentives mmust be prohibited. Add;ﬂomlly,

IDPAshoddmewallm:keunsmaunﬂspmrmwm

w.lwl
mmmminunaaawmummmmn We |

havesevemlmmm:em | | 3 i

mPA'soostmlymubMouuedu:donoﬂumbyS%formedmdimm The
mmmsmmymwmmmummmmmm
currently. However, thers is no documentation to support this. In fact, sccording o IDPA's own

mlmﬂuemmmmdmdmpimw:muﬂymmtmﬁmgmym This puts |

into question the underlying cost assumptions.

Folpfr 5 M B
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Awmaﬂehg%hMe&admupamathmwdamﬂnndoMywmn
increase in demand for services . Althomhthemmpodmmguw&dmg
the five years of the demonstration project, it is unclear how much of the growth is projected to be
associated with newly-cligitle participants, natural growth of the APDC population, or anticipaed

increased demand of the existing population. Mme,ncmmbedcuunmdwhethcthe
Yojections sufficiently escount for increased demand.

Damandwlnd:awaed.imbdgawuldtzveasuiousdmmle&ctcnﬂlequalltyofm

fmwmnmmmmammgdmmdmwuldfedmm cmeomeu"in
their service delivery. , .

Evahaation

The recent DHHS Policies and Procedures place an emphasis on evaluation. We sreconoemed thet . |1
the program design is not consistent with the stated goals, making it difficult to determine what L

precisely should be evaluated. One of the goals is to “test the efficacy of three models of managed
health carc”, HMO's, MCCN's, and Gatekeeper Providers. Given the built-in disincentives for
Gatekeepers (such a3 required co<payments, no mmmmm&m
& provider, prohibition of cutstationing while allowing HMO’s to station workers in IDPA offices),
MediPlan Plus does not provide a level playing field upon which to fairly judge the relative efficacy

of the three models. This inequity will make it impossible for IDPA w fairly evaluate the three
models,

L o L I R

S Y e SV Ty

Ci
Thefollowmgsssues whﬂenotetphqﬂyuotedmtheneme-]SPolmaadeedm arclof
great concern 1o Us: - '

_ ' R

1. ConumtyofmmnbeﬁuﬂymmmsedmmPA'smmmmymyhme
MediPlan Pius. Despite IDPA's claims that MediPlan Plus should causs mintemum disruption of the
patient-provider relgtionship, to meet managed care emrollment deadlines, most Medicaid recipieats
will be steered to providers different then thair current onss, disrupting care for patients end causing
, confusion and financial difficulties for community-based providers.

© 2. Keyquality assurance and monitoring methods continue to be deseribed only in vague terms.

. No additional monitoring systems have beea sufficiently degeribed in the waiver proposal to indicate

- that MediPlen Plus will be more stringently monitored than the currextly-existing Medicaid system
has been. Due to persistent concems that many of us in Illinois have had regarding the quality of

- care offered by some of curreuntly pearticipating HMO's and private providers, it is imperative that any
Meﬁmdmsmwa@huﬂyddmwaqmmymmdmwmgm
that go beyond existing systems.
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3. . Although not explicitly addressed in the waiver application, the October 14, 1994 draft Rules e
mposedmtoquahfyuamapmng "primary care physician", a physician only has to be e
licensed to practice medicine in MHnois. Ihaemmmqmmnforboadmﬂﬁaﬂonorho&d o
eligibility in 4 primary care speciaity. This omiseion could result in serious quality of care issues. MR
Without this requirement, there s great potentil to find participating physicians with litle training. |
in primary care, critical expertise for physicians in a gatekeeper role. This is already a problem in. S
::;v;mmcommandwmmygamnmhapmqmﬁndhademmdﬁ M IR

| The co-payment component is ill-conceived and counter-productive. Aco-paymunﬁrphum'cy'
i will not roduce insppropxiste use of prescription drugs, ax a patient can only receive prescriptions

drugs when prescribed by a physician. We know from nﬁlimonpatemoftcel&lynd;
other patients with chronic diseases that many wiil respond © owt-of-pocket requirements by ef
not having their prescriptions filled or gpreading out their available supply over a longer period of
time than for which they were presczibed. We also know that prescription drugs are one of the |
mdmwmm&mmmmdb;mmthmmladbnmo{f '
mvemvmﬁmsxhawhwpmlm _ : |

| HmPA'smuwl&pmmwbmysakmﬁnmmdupkphymmmmm P
acoess to noxious prescription drugs, IDPA would make greater progress by invesdng ingm @ | -
Msymﬁmm&ﬂthPAmdpmddmspmmedmﬁmﬁ&
| excessive use of these drugs.

. .

| The client enroliment and client assigoment procedurcs are confusing. The waiver application refers
. to "random assignment” of clients not choosing a provider, and at other timee explains that clients
. will be assigned a default provider based on "geography and client-related needs." Default
' assignment procedures must be clarified to understand how MediPlan Plus will work, ag client
. choice is a critical issus for the review of eny Medicaid proposal.

Impact on the Public Health System

! MediPlan Plus has the potential to weaken the public bealth system in Illinols. The waiver asserts
; that stete support to local heslth departments will be maimzined. It goes on to say that "over time,
bowever, the staze will work with mxnaged care entities t0 assume more respousibility for assuring
preventive services and the relationships betwecn local heaith departments and (he managed care
catities will be more clearly defioed . . . An emphasis on managed care entities providing
preventive services that have been waditionally delivered by public bealth agencics goes well beyond
what a shift toward managed care would necessurily include. Increasing the role of managed care
muesmpwmmm&nmwmhww&wmmheﬂomofm
heaith departments in prevention and would undermine our unique role.
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M&Wmmﬁmmwthcmo,

~ Thank you for considering our conxments.
Sincerely,

Hep -~

Commissioner

cc:

' §. Richardson, HCFA
f’LJ\ﬂDSﬂEEL}ﬂ:P?\ E
- D. DuPre, HCFA '

E. Weiss, Region V ¥
G. Hovanes, IDPA -
R. Wright, IDPA

Q. Clemons, HCFA

[
! o
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) ILLINOIS PRIMARY HEALTH CARE ASSOCIATION

600 Scuth Fedenl, Suire 700 201 Easr Adams, Suite 250
Chicago. Hliineis 606051842 Springfield, lllinois 627011122 -
Telephone: 312/939.5556 Telephone: 2171/525-6702
FAX: 312/939-5557 FAX: 217/525-4058

Octoder 11, 1994

Me. Barbara Cooper, Acting Director
Office of Research and Demonstrations
Heaith Care Financing Administration
Oak Meadows Building, Room 220
6340 Security Blvd.

Beitimore, MD 21207

Dear Ms. Cooper:

" The Tiinois Department of Public Aid recently submitted an application 1o

gour office for waivars, of certain sections of Title XIX of the Sodlel Security
Act. [Nlinols maintains these waivers are nacessary for it to initiate the
Nllincis MediPlen Plus program. '

We are writing to you to convey the Dlinois Primaty Health Care
Agssociation’s very serious concerns that elements of the MediPlan Plus
program will jeopardize access to high qualily primary care services
currently providad by the state’s Pederally Qualified Health Centers and will
diminish overall acvess t and quality of care available to Medicaid

- beneficizries covered by the program.

There are more than 100 Federally Qualiied Health Center sites located in
medically underserved aress throughout Illincis. These centers sexve more
than 500,000 patients yearly. More than one-half of these clients ave eligible:
for Medicaid, making Federafly Qualified Health Centers the largest single
model of health care delivery serving these low income communities.
Many health centers are the only providers of obstetrical and primary are
for infants and young children in their communities.

Our Federally Qualified Health Centers empioy Board-certified physicians
and other licensed medical professiorals who provide high quality, - |
comprehensive, primary care services for predominantly low-income
individuals and famtlies. Pederally Qualified Health Centers routinely |
provide cose menogement health and rutrition counseling, translation and
other enabling services to assure the effectiveness of medical care.

Nstiona! studies demonstrate that Federally Qualified Health Centers
defiver high quality care very efficiently and ‘make significant contributions
to the overall health of low-income communities. Despite the poorer
overnll heaith of their patients, recent studies in New York California, and

“Community Heolth Canters: Your Health Is Primary”
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Masyland demonstrate that Federally Qualified Health Centers reduce total ' \
Medicaid spending for thelr clients resulting in savings of 30-35 Per cent .

The Illincls Primary Health Care Association has consistently supported
Ilinois” goals to improve aceess to care. shift funds towards prevention and’
primory care, and expand managed care options for clients. Federally =~ .
Qualified Health Centers have provided comprehensive primary care in
managed care arrangements for mere than a.decade. Indeed, many of our
heaith centers have formed a corporate network, Community Health Care

of Iilinois, for the puspose of facilitating greater hoalth conter participation
in managed care. We are in no way opposed to the concept of managed care. -

For more than a decade we have worked with the state to address the
problems of quality, fraud and uncontrollable costs Dlinois cites in its
waiver request. (Iinols MediPlan Plus Waiver Request, pp. 1-2). Qur 34
Federally Qualified Health Centers in 75 different sites sase the stato’s severe
shortage of primary care ders and scardily of sources of high quality
primary care. lllinois Federally Quslified Mealth Conters have consistently
demonstrated their strengths at recrulting primary care providers to '
underserved aress, providing high quality preventive and primary care, and
managing subsequent diagnostic, specialty and institutional services for
Medicaid baneficiaries very cost-effectively (“An Ounce of {
Prevention...Community Health Centers in Illincis,” Coalition for l
Consumar Rights, October 198%). |

Yet with this current waiver application Illinols is embarking on a path that |
relies almost exclusively on @ switch te capitated provider payments to i
rectify the critical access and quality problems facing more than 2 million |
residents of Illinois medically underserved counties (Lives in the Balarce,
Netional Assodiation of Community Health Centers/Lewin/VHI, March
1993, p. 22). Little more than 18 months ago Illinois sloquently articulated
these probiems in its request for waivers to {nittate the Healthy

Morms/ Healthy Kids program. In that document the state described its
“unacceptably high” infant mertality rate of 15.6 per thousand in Chicago,
1t 30 per-bundred-rate of births requiring specialized perinatal services, its
3000 CRicagoans with measles, etc. (Tilinois Waiver Request, March 31, 1993,
P- 2. The Ilincis Primary Health Care Association supported that plan to
improve access to primary cars, improve quality and continuity, and reduce
unnecessary Medicaid expenditures by requiring clients to enroll for six
months with Federally Qualified Health Centers, or selected primary care or
managed care providers. The state promised an aggressive outreach
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campaign and increased fees and ratss to recuit more Illinois physiclans
and hespital dinics to provide care to Medicid beneficiaries.

Despite its laudable purpose, [llinois has teen unable to sdminister the -
program so that its objectives could be accomplished. One-and one-haif
yesrs into the program, fewer than 60,000 of the 580,000 families targeted for
the program have been enrolled. And the Department of Public Aid spent
substantially more serving these few families then it had budgeted t© serve -
thousands more. On several occasions your Department has raised its own
concerns about the lack of state ability to adequately admindster, moniter,
and evaluate the Healthy Moms/Healthy Kids program. We ask that HCFA
consider this recent record in evaluating linois” new proposal to undertake
an even more radical departure from the federal laws that govern state
Medicaid programs. i

But Hlincis’ proposal to immediately enroll more than two-thirds of s
Medicaid bensficiaries in managed care must also be seen in the context of -
its specific experience administering managed care contracts. Since 1974, |
Tllinois has contracted with managed care programs and encouraged cliants
to enroll in thern. The last decade has seen a steady dwindling of managed
care entities willing to continue contracting with the state. While there were
more than 10 HMOs, there are now only four, with only one jeining in the
Jast @ecade. Chicsgo HMO controls more than 90 per cent of the Medicnid
HMO market. The 1990 GAC study of HMOs in Chicage documents the
severe quality, utilization and administrative deficlencies, most of which
have never been corrected ("Medicnid: Oversight of Health Maintenance
Organizations in the Chicage Area, GAO/HRD 50-81, August, 1990). The
program that serves about 120,000 cusrent AFDC clients (about 10 per cant of
those eligible) continues to be piagued by high client turnover rates,
unethical marketing practices, inadequate quality standards and large
rumbers of HMO enroliees seeking care at public clinics and Federally
Qualified Health Centers that can not deny care. Decpite its current 2eal for
managed care, Hlinois has not formally solicited bids for new managed care
providers since its solicitation in 1984. ,

With this recent experience HCFA must question Hlinois’ ability to
implement this research and demonstration project. With ro additional
staff authorized by the General Assembly to plan, manage, and monitor this
project, and little progress on igiproving the management information
Systemn necessary 0 assure program quality and compliance, we do not
believe Nlincis can maeet the State’s implementation ability criterion, as
stated in the General Considerations section of HCPA’s recent Public Notice
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(59 Fed. Reg. 49249, September 27, 1994) concerring §1118 (a) research and
demonstration programs.

P.11/20

We hope that in your review of the Hlinois waiver application you will i

consider the general administrative environment as well as the specific
wagys in which MediPlan Plus severely jeopardizes Illinois Federally |
Qualified Health Centers. - )

J. CLIENTS RIGHTS TO FQHC SIRVICES SURREPTITIOUSLY THREATINED.
DESPITE LACK OF FQHCE WAIVER RIQUEST o
Although the state is not requesting a waiver of Title XIX sections '
rtaining t© FQHCs, the MedPlan Pius program will jecpardize Liinois’

edetally Qualified Health Center infrastructure and will deny cuwrrent
clients their right to FQHC services. Illinois MediPlan Plus will have
devastating consequences for Federally Qualified Heaith Centers and their
Mediceid dients for geveral reasons.

MedIPian Plvs sublly eilmindates clients’ right 1o PQMC services.

e Ilinois proposes to require clients to select a medical provider (including
PQHCs) or be assigned to & managed care provider, Although the waiver
application includes RQHC services as a requirement for managed care
entities (Waiver Request, p. 50), the state’s proposed rules and most -
recent RFP for managed care providers does not indude FQHC services
among those managed care entitivs must provide (Request for Proposal
HMOs and Managed Care Community Networks [Werking Version],
October 5, 1984, pp. 7-8). This is the only mandatory service that is not
tequested of the managed care entities or provided cutside of the
MediPlan Plus program.

o Jf managed care entities are not required to provide FQHC services, we -
questioned IDPA how this mandatory service was to be provided cifents,
Will IDPA require contracted managed care entities to pay for the service
as an “out-of-plan” sesvice? Or will JDPA cover FQHC services a5 a
“carved out” service?

The Medicsid administrator has informed ug that care entities:
will not be required to pay for these services as out-of-plan services, ner
will the state pay for managed-care-eryolled clients who sl wish to
receive FQHC services. He maintains that clients have the tight to FQHC
services if one is available in their area and they select it on the
enrollment ballot IDPA plars to distribute this December. If clients select
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; |
an HMO ot managed care community network, they are waiving their
right to FQHC services. (Personal communication. September 29, 19940,

e We then requested that if clients were {n effect waiving their rights to a
mandatory service, would the state inform them of this in advance or on
the selection instrument itself? The administrater has since informed us
they will not add 8 netice to the selection ballot alerting clients that by
selecting a tmanaged care entity they will be waiving their right to FQHC
services (Personal communication, September 29, 1984). o

Mtinois® plan would vicicte the federci mondote for sfates fo pay for
EQMC sarvices ynder §1908 (0){2)(C}. To comply, HCFA shovid raquire
ilinois to require mancged care entifies fo offer FQHC services, either:
throygh contracts with FQMCs or 10 pay for them cs ovt-of-pion serviCes
ot the some rote the siaote would pay. Altematively, IDPA shoukd
consider FQHC services gnomer “carve out,” as It does ofl children's
hospital services . and pay FQHCs directly their reasoncbie costs for
services rangerad.

FQHC's opporiunities to participate as managed care subconractors wii

be imited.

» Tilinois daims that ander the “any willing provider” clause, FQHCg are .
gund of participation in managed care networks (Waiver Request p.

Based on three factors, IPHCA is certain that not all managed care

entitics will conteact with interested FQHCs. First, under state law, all
staff-model managed care entities are exampted Fom the "any willing
provider” requirement (P.A- 88-584. Sec. 5163 (d) (1XA) and (B)). There
is currently ene such HMO contracted to erwoll Hliwis Medicaid clients,
Second, menaged care entities will have the many loophoies in the state
legtslation evailable to aveid contractirg with interested FQHCs. State
law only applies the contracting requirement to FQHCs and other
providers that ~consistently meet the reasonable terms and conditions
esteblished by the ma health care entity, including but not limited -
to... finencial respo ity standards, contracting process requirements,
and provider network size and accessibility...” (P.A. 88-554, Sec. 5163 (d)
(1)). The nebulous of these criteria offer little hope that interested FQFICs
could force reluctant managed care entities to contract with them. Lastly,
not all health centers are propared immediately te engage in risk :
centracts with managed care entities. Time is needed to overcome
decades of federal policies that prevented the accumulation of capital and

; |
[ ’

P.12/28
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other prercquisites to assume risk under ed care. With the state’s '.
implementation schedule, Federally Qualified Health Centers will not
have the necessary time to prepare.

we belleve HCFA should require manoged core entifies 10 coniract
with interested Federally Qualiied Hecith Centers and o3k ilinols 10
elimimere the locpholes that managed core entities moy use to
prevent interested FQHCs from participoting in monoged core _
networks. Stringent federc| standQrds for FQHC designation should
provicde adequate protection o monaged care entifies,

Enreiiment process denies clients their right ta enroll in Medicaid et -
Federally Qualified Heatth Centers. ] ' )
llincis plans not to permit potential clients from enrolling in Medieaid at
Federally Qualified Heaith Centers in violation of §1502 (a) (8% of the Soclal
Security Act. The state will require chients to select & provider under
MediPlan Flus at their local IDPA office. The purpese of the ousstationing
requirernent is to enable clients to complete their application for medical
assistance benefits at the site they have selected for health care service.

. This restriction is particularly problematic for homeless clients of our §340 -
grantee, Chicago Health Outreach. This program has exerted tremendous
etfort o identify and outreach thousands of homeless Chicagoans who are
unlikely to enzoll through a matled selection bailot. These strides will be -
wasted if clients are not permitted to erxoll at their provider sites.

We beiieve HCFA should require liinols fo emend ifs epplication to
assure thot cients can apply for Medliceid, Including the sefection ofa
provider under MediPian Plus, at FQHC sifes, as reguired by federa! Iow.

Enroliment process untalily discrirningtes against selection of Federally

Quaillled Health Centers. _ ;

» The details of Nlinois plan to enrell clients in MediPlan Plus beth .
inftially and on a romtinuing basis will further discourage clients from
selecting Federally Qualified Health Centers.

9 Dlincis will permit HMOs to station wurkers at IDPA offices to
markst their plens (Waiver Request, p. 38). This provides an'
unreasonable advantage o HMOs which gain the state’s
imprimatur by their exclusive assccation with the official
business of the state office.
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T Clients selecting managed care entities will erroll as a family or
“case.” Clients selacting FQHCs or other gatekeeper providers will
enroll individually, with each member potentially having a -
different provider, This provides yet another ungeasonable:
disincentive for clients to select PBQHCs.

HCFA should require that all participoting MedIPlan Plus providers,
including FQHCs, have the same options fe inform, recruit, and ervell
clients under MediPion Plus. HCFA shouid prohibit the state from -
discriminating egainst the FOHC mode! thet is supported and corefully
reguicated by the federci government.

Hl. ILUNCIS PROPOSES A DANGEROUSLY UNREALISTIC
IMPLEMENTATION SCHEDULS

Illinois Primary Health Care Association is extremely concerned about the
schedule for planning and initisting Iinois MediPlan Plus. Many who
testified at the legislative hearings concerning this program admonished
llincis to recognize the complex and difficult administrative tasks inherent
in moving providers and clients to managed care systems. Providers from -
states with similar § 1115 waivers aclknowledged disasters aseociated with
rapid development and potential HMOs pleaded for adequate time to assess
@ new market and develop strong provider networks that can provide high
quality care to this difficult population.

Despite tis advice [llincis proposes to plan and initiate activities with lass |
preparation time than nearly any other state. The development of the
managed care entity contract, relesse of the managed care entity RFP, the -
bidders conference, contract negotiations and awards, mass client
notification and printing and distribution rearly one million client | - ;
ersollment ballots are ail sehaduled to occur in the next 90 days, well before:
even the most favorable estimates of when the §1115 waiver may be - !
granted. ;

Adhering to the state’s proposed schedule would result in IDPA
announdng to dients and providers and initiating substantial changes in
the way Medicaid services ace delivared prior to the approval of the federal
waiver, without which MediPlan Flus can not lawfully be initiated.

We believe that careful planning for changes of this magnitude and federal
scrutiny of this appliction ave essential. Announcing to clients and
providers and inittating significant program changes in advance of likely
modifications is unrecessarily disruptive to clients and providers.
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{ll. UNREASONABLE AND UNNECESSARY DEFAULT ASSIGNMENT WILL

DISRUPT CARE FOR HUNDRIDS OF THOUSANDS OF MEDICAID CLIENTS
We strongly object to Illinois asstgning Medicaid clients who failed to select:
8 provider exclusively to managed care endties. Although the Iinois :
legislation authorizes such assignment to all panticipating providers (P.A.
88-534, Sec. 5-163 (c)), the waiver application reflects Nllinois’ intention to
assign dlients only to managed care entities (Waiver Request, p. 42). This :
will lead 1o a catastrophic disruption. in patient care, as tens of thousands of
current Federally Qualified Health Centers clients learn that they have been
assigned to another entity and must seek care from one of their available
network providers.

We aiso find the state’s plans for default assigranent unclear. While we
object vigorously to mandatory assignment excdusively to managed care
entities, the state’s wording raises soveral questions. First, will IDPA assign -
clients 0 a specific provider within a managed health care entity? If 5o, on
what basis? If not, how will the managed health care entity assure that j
clionts who have been assigned inveluntarily will sslect a provider within |
their system? Or how and on what dasis will the managed care entities

make the selection if clients do not select 8 provider on their own? |

The waiver application uses “rendom,” "proportionate” to provider
capacity, and “based on geography and client related needs” to describe how
it will assign clients. We need darification about how this important process
will occur. The application also does not describe how clients will learn of
their assignment

HCFA shovid require that ony defoult assignments should be shored
omeng of participoting MediPicn Plus providers, including FQHCs, based

on cepachy.

HCFA should also inquire under what cicumstances the “three provider
rule may be waived offer comulifction with erea hesphals ..." (Waiver
Reguest, p. 41) before irstifuling mondatory assignment for clients whe
roil 1o make @ limely sefection. The legisiction and description in the
execufive summary requires the depertment fo consuit but
‘consyitation™ s not gefined.

IV. GOALS FOR ENROLLMENT IN ﬂanugpod Care Intities ARS
UNNECESSARILY DISRUPTIVE TO PATIENT CARE '

We beliove the first year gosl of 70 to 90 per cent enroliment in HMOs or

MCCNs (Waiver Request, p. 24) is in@edibly ambitious and will disrupe the
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continwity of caze for the tens of thousands of current Federally Qualified -
Health Centers patents in Chicage. Moving from encoliment in managed
care entities from slightly more than 100,000 to neazly 1 million in one year
(and most of these in entities whose corpotate structures or provider
networks don't even exist less than fve months before enroliment begins) -
is unrealistic or if achieved, excessively and unnecessasily disruptive to
clients and providers. :

The state claims that “transition to MediPlan Plus will not affect continuity
of care for Medicaid clients....” (Waivezr Request, p. 37) With the goal of up

to 90 per cent enrollment in managed care entities the first year, MediPlan

Plus will necessarily disrupt the care of many of the nearly 1 million IDPA

dients switched into managed care. Since meany of these clients are FQHC -
patients, this will wrenk havec with community health centers’ health care !
delivery and fiscal stabulity. -

HCFA should require the sfale 1o estabiish maneged care enroliment
geal that cre regsonable and aticinable withaut relying on large
numbers of cllents 1o derouir ond de cssigned 10 manoged care
entines. speclric geois ond precedures for minimizing defauit
assignments should be aiso be requlred.

Y. CO-PAYMEINTS ARE UNREASONABLE AND PUNITIVE
IPHCA also objects % the imposition of co-payments on this low-income,
underserved population. The stated purpose of copayments is 0 “reduce the
serlous misuse of available medical sarvices” (Waiver Request, p. 36). But -
this assertion is net substantiated in the Waiver Requast nor is it apparent
by comparing Tlinols expenditure data to those of other states. Co-payments
erly real impact will be to discourage clients from enrolling with FOHCs.
and instead to enrvll with managed care entities, in which case clients will
be exempt.

The co-payment provision is punitive for both clients and FQFCs. 1f its
purpose is to discourage enrollment in FQHCs as was stated in the state’s
August 17 draft Waiver Request, then it is an unreesonable intrusion in
client choice.

with abundont documentation about the cost-effectiveness of
federally Quailfled Heoith Centers, iinois hos no reasenoble bosls 1o
discourage clients frorn enroling in this federallyreguicted medel of
hecith care delivery. If ifs purpese is 10 discovrage clienfs from using
prescribed drugs ond x~0ys, I Is an unacceptable-intrusion in the
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doctor potient reiationship. Yhich prescribed crigs of X-1Qys would
linok want the client o go withouf because of e co-payment barier.
If the gmount of the co-payment is 3o small that # will hove not :
deterrent effect, why spend the money fo cadminister such @ : :
complicated tunction? At the lecst liinols should revec] how [t plans to
collect the copoyments and from whom and how much # will spend to
do so.

VI, CAPACITY '
The state claims that, “assignument will occur only in regiens with sufficient
capacity to support the managed care model.” (Waiver Requsst, p. 37) Yet
nowhere does it offer any hint of what standerds will be used to determine
provider capacity. -

HCFA showld require that Public Henlth Serviee !M!_lddr'ds concerning
physician to population mties and provider productivity siandarde be
adepted and require that they apply to Medicaid beneficiries as well as

partisipating providers’ private paying patients,

Vii. INADEQUATE IDPA CAPABILITIES
Because of serious problems with the quality, competence and conduct of
the largest [llincis Medicaid MO, Hlinois” ability to oversee MediPlan Plus
is a major concern to Nllinois Primary Health Care Association. Even the
recent experience with Healthy Moms/Healthy Kids revealed that the state
establishes urcealistic deliverable deadlines, finds it difficult to properly
monitor end evaluate its contractors, has limited enforcement options other
than contract revocation, allocates insufficient staff to monitor and evaluate
program effectiveness and centractor performancs, and has inadequate datz
processing and management information systems to properly monitor and -
administer complex programs.

There is no deseription of any additional staff and resource atlocation
necessary to administer Dlinois MediPlan Plus, -

We belicve that a program dumnge of this magnitude tourrants that HCFA
require Ilinois to demonstrate that it has the additional staff eepacity and
neto systems in place fo conduct the progmm before the watver is approved.

Vili. FQHCS Nttd AND DISIAVE RIASONABLE COSY PAYMENTS
Lastly, Nlinole Primary Health Care Association must urge HCFA to
recognize the value and cost effectiveness of the Federally Qualified Health
Centers model of health care delivery and require Tilinois to adjust
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payments to FQHCs that provide care under managed care entity contracts.
This Is consistent with the Public Health Secvice recommendations for “the
State shall pay directly to the FQHCS... the difference between the capitation
rate by the health plan and the FQHC's reasonable costs.” (“Bureau of
Primary Health Care Section 1115 Walver Roquasts, [ssues and
Recomumnendations,” July 19%4 p. 1)

Without the assurance of continued costbased revenue for serving
Mediceid clients, this model of health care delivery is threatened and
several Federally Qualified Health Centers will likely cease to exist. This will
lead to diminished capacity of high quality care in the communities most in
need. IPHCA has suggested several ways for the state to recognize cur '
financial needs in the context of managed care and wa would like to soe
these incorporated into the final waiver, -

Such adjustment payments would also help satisfy the pledge of “risk
adjustment” (Waiver Request, p. 57). Although it is mandated in state
legisiation (P.A. 88.554, Sec. 5-16.3), IDPA’s proposal does not include any
adjustment for the actual mix of patients erwclled with a managed care’
entity, other than sepearate rates for age groups, gendez, category of assistance
and geographic location.

HCFA should require lllinois to pay FQHCs direcily for the added costs of
enring for a population toith higher morbidity compounded by multiple
problens characteristic of Federally Qualified Healtk Centers clients.
Otherwiss, Hiers will be an added disincentive for managed care emtities to
contract with FQHCs who serve this population subgroup.

X, ABBITIONAL CONCERNS
* To demonstrate cost neutsality Ulinois reduces its anticipated costs by &
per cent “for managed care discounts™ (Waiver Request, p. 85). This
“reduction in total costs... due fo the market driven changes profected to
result frem the implementation of MediPlan Plus” is not justified. The
state only adds the assertion, "Given the relatively high utilization |
under the Mincis Medicaid program, the 8% was viewed as reasonable,”
(Waiver Request, p. 85) There is no decumentation to support that this
targeted population has relatively high utilization row. Indeed, 300,000 -
le had no utilization duzing the last fiscal year whatsoever (Draft
&aiver‘ Request, August 17, 1994, p. 50) And much of the expert i
testimony during the House ings warned of increesed costs or at
lesst no savings, espedially early in Medicaid Managed Care
demonstrations.
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Furthermore, Jllinois does not refiect the loss of the savings of 30% to
30% accrued for care cwrrently provided by FQHCs that will be lost to the
extent current FQHC clients select managed care entities.

¢ One of the requirements for managed care entities Is that every primary
care physician and pharmacy in the network “meets the Department’s
standards for accessibility...and quality of care.” (Waiver Request, p. 29)
We want to lesrn what these standazds are to assure potential
partcipation of FQHCs as MCE network previders. o
HCFA should require Ilinois fo engage in @ public process 1o devekp
these standords prior fo coprovel of the waiver and implementation
of MectiPien Plus.

* There is unfortmate inconsistency between the goals of the program and
the evaluation components. The Demonstration Goals, described in the
executive summary beginning on Page 4 are not consistently ardculated
as the programn’s goals throughout the document. Nor are they directly
related to the Evaluation Objectives beginming vn Page 72 Indeed, the
Svaluation Objectives seem to ignore the Demonstration Goal “to test
the efficacy of three models of ‘managed health care’....” Managing the
health care of their clients is central to the Federally Qualifed Health
Conter model. Our health conters have several decndes experience
managing this care Medicaid and other low-income clients.

HCFA should require the siate 10 evaluata the FQHC model and .
compere it with other heaith care delivery models o3 port of this |
program. By not assigning clients fo FQHCs and ineluding the festing |
of the model as @ compenent of the evaluation, the reseorch |
potrentia! is compromised. '

* The selection criteria for Managed Health Care Entittes (Page 31) includes)
the assurance “that the viability of essential providers is maintained.” -
HCFA should require IDPA fo set viobilify standards and explain how It
will cccomplish this, |

* The application includes provision for “FQHCs and RHCs to carn up to
105% of their rate ... if they meet standards designed to measure effective
care and reduce costs.” (Waiver Request, p. 34) Utilizetion tergets, EPSDT
standards, emergency room utilization and hospital stay targets are not
defined.

HCFA should require the sfcfe fo estobish these stonderds before
granting the wciver ond e progrom i3 permifted fo begin.
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e The state will require MCE's provider networks to establish grievance -
committees with “at least 50% representation by network providers, at
least one enrolles, ...~ (Waiver Request, p. 65) ,

This membershio siructure does not offer ervoliaes e recsoncble
likelinood of setistaction with ther concerrs. '

» The list of reasons to establish good cause to change providers within the
12 month lockn is extremely limited and unless eﬁﬁmdcd will result in
many clients resosting to public fecilities and Federaily Qualified Heaith
-Centers which can not deny care.
we propose thot flincis ofso oJd “persons who are homeless or have.
become homeless™ to the st of good cause reasons s¢ they can
receive services from our §340 provider. : ’

We look forward to working tegether with HCPA, PHS snd the state to .
improve access to primary care for Medicaid clients and provide cdients with
Righ quality cost-effective services. We stand ready to work with you to

assure that the fllinois’ goals ave met without sacrificing the high quality |
re dients receive through the existing Federally Qualified Health Centers |
infrastructure. o ‘

sincerely,
Len Sharber,
Director, Circle Family Care, President, [IPHCA

¢ A. George Hovanec. Administrator, Medical Assistance Programs, IDPA
David DuPre, Acting Asscciate Regional Administrator, HCFA _
Selly Richardson, Director, Medicaid Bureaw, HCFA
Dr. Rodney Armstead, Director, Office of Managed Care, HICFA
Rhoda Abrams, Bureau of Primary Health Care, PHS
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