eSource

July 18,2012

Lewis C. George, Esq.

Chief Legal Counsel

ODJFS Office of Legal & Acquisition Services
30 East Broad Street, 31% Floor

Columbus, OH 43215-0423

07:6 Wy 8170 2l

RE: Protest of Ohio Integrated Care Delivery System (ICDS) RFA #R1213078038

Dear Mr. George:

Pursuant to Section IHLF of Request for Applications #RI1213078038 (“RI'A”),

CareSource respectfully files this protest of the scoring identified in Step Three of the RFA
scoring methodology.

CareSource, in partnership with Humana, Inc., is pleased to have the opportunity to
participate in the integrated care delivery system in Ohio, and we value our ongoing partnership
with the Ohic Department of Job and Family Services (“ODJFS”). In order to ensure that the
health care needs of this population are met, it is critical that the most qualified applicants be
awarded contracts. To that end. CareSource has identified a number of scoring issues that we
believe have led to incorrect awarding of points. We forward these issues to you for

reconsideration to ensure that the most qualified applicants ultimately are selected for this
important program.

1. REOUIRED INFORMATION

CareSource submits the following information as required by RFA Section HLF:
Name, Address and Telephone Number: CareSource

230 North Main Street
Dayton, OH 43402
Name and Number of RFA: Ohio Integrated Care Delivery
Svstem

RFA #R1213078038




Detailed Statement of Legal and See detailed statement below.
Factual Grounds for Protest:

Request for Ruling by ODJFS: CareSource hereby requests a ruling
on this protest by ODJFS.

Form of Relief Requested: CareSource requests that the scoring
identified in Step Three of the RFA
scoring methodology be revised as
set forth below,

I1. LEGAL AND FACTUAL GROUNDS FOR PROTEST

Under Ohio Administrative Code Section 5101:3-26-04, ODJFS must conduct its
procurements in accordance with 42 C.FR. Section 92.36. The federal regulation requires
ODJFS to conduct its procurements in a manner providing full and open competition. With
regard to the issues raised below., ODIJFS failed to fulfill this obligation, as shown by the
apparent inconsistencies in both the applicants’ responses and ODJFS’ scoring.

In some instances, ODIFS failed to follow the rules it set out for itself in the RFA,
scoring the applicants in a subjective and inconsistent manner. A state agency Is required to
follow the conditions it sets for itself in procurement. Danis Clarkco Landfill Co. v. Clark Cly.
Solid Waste Mgms. Dist., 73 Ohio St. 3d 590, 604 (1995). “[An] administrative agency may by
its actions commit itself to follow rules it has itself established, including rules governing the
evaluation of proposals where statutory competitive bidding is not required.” /d. at 603.
Agencies have some discretion in awarding contracts, but that discretion is neither “unlimited
nor unbridled.” State ex rel. Associated Builders & Contrs. Of Central Ohio v. Franklin Cty. Bd.
Of Commrs., 125 Ohio St. 3d 112 (2010).

Respectfully, the protest phase of this procurement presents ODJFS with an opportunity
to correct a number of issues in the initial scoring in a manner providing full and open
competition. CareSource has identified scoring issues for your reconsideration. These issues are
sct forth below.

A, CARESOURCE {IN PARTNERSHIP WITH HUMANA, INC.}
i Appendix C. Section II, Initiative 3: Improving health outcomes or guabity

of life indicators for Medicaid and/or Medicare members with severe and
persistent mental iliness.

CareSource was awarded 800 points for this response; we submit that we should have
been awarded 1200 points. The discrepancy is in section 3.b. of this initiative. 3.b. consists of
three separate questions worth a total of 400 points. To earn the 400 points, all three questions
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needed an answer of “ves.” The following is the ODIFS scoring of CareSource’s response for
section 3.b.

1. Did the Applicant discuss one or more selected quality indicators that were used ©
track performance and improvement over time? YES

Did the Applicant discuss how the quality indicators were meaningful to monitoring
success of the intervention? YES

Did the Applicant discuss the benchmarks and goals that the quality indicators were
compared to throughout the initiative? NO

b

Lo

This scoring is in error, as CareSource does in fact discuss the benchmarks and goals that
the quality indicators were compared to throughout the initiative. As a result, CareSource should
have earned a “YES” for that element and therefore 400 points for that section.

The benchmarks are displayed clearly in the tables on page 17 of the CareSource
response. For each population with each diagnosis, data are displayed from the time before the
intervention {03/2008-02/2009) to the time during/after the intervention (03/2009-02/2010). The
08-09 data — or the top row — are the benchmarks for each population and diagnosis.

As stated explicitly on page 15 of the CareSource response, “This program is known as
Bridge to Home (BTH) and the initial goal was to decrease behavioral health readmissions by
2%.” Decreasing behavioral health readmissions by 2% was the clearly stated goal.

With the benchmarks stated in the data tables and the goal stated clearly on page 15,
CareSource maintains that it answered section 3.b. in full and should have been awarded 400
points. With these 400 points, the total awarded for this initiative should be 1200.

2. Appendix €. Section 1I. Imitiative 4. Decreasing inappropriate and
avoidable hospital admission and reducing inappropriate use of high-cost
acute care services for Medicaid and /or Medicare members

CareSource was awarded zero points for this section, presumably because ODIFS does
not consider emergency department (ED) usage to fit the criteria of the quality improvement
initiative requested. However, ODJES provides no definitions of “unavoidable or unnecessary
hospital admissions™ or “high cost acute care services” in the Glossary section of the RFA (p. 11-
14). Appendix B of RFA, page 2 defines Hospital as: “inpatient and outpatient health care
services that are generally and customarily provided by hospitals.” Notably, three of the nine
plans submitting proposals to the RFA (CareSource, Anthem and WellCare) used ED usage as an
example in this section. This shows a lack of clarity in the question and also demonstrates that
the industry considers ED usage to fall within the definition of high cost acute care.

More importantly, from a clinical perspective, CareSource maintains that high cost acute
care includes ED care, particularly in light of the populations we are serving under this program,
who often begin their hospital stays at the emergency department. Taber’s Medical Dictionary
defines acute care as “health care delivered io patients experiencing acufe illness or frauma.
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Acute care generally occurs in a hospital or emergency room setting and is generally a short-term
pattern of care in contrast to chronic care which is long-term.”

CareSource submits that ED usage clearly falls under this definition and should be
counted for this question.

Upon further examination of the ED usage definttion, CareSource respectfully submits
that it should have earned 1600 of the 2000 points (not earning the 400 points for question 4.e.,

concerning external validation of our study).

3. Apnpendix D, Part A, Question 3.a.

In Appendix D, Part A, Question 3.a., plans were required to attach a copy of the healih
risk assessments (HRA) utilized by the plans. If applicable, plans could submit more than one
assessment tool to represent multiple lines of business. The instructions further state: “If an
applicant used the same tool in multiple states, only one copy must be submitted; however the
tool must clearly indicate the entry to which it applies.” In its response, CareSource submitted
one health risk assessment tool used in all of its applicable lines of business. The tool was
labeled “Appendix D.3.a” which indicates that the tool is being submitted in response to
Appendix D, Question 3. The assessment tool was separated by purple page dividers used
throughout the hard copy CareSource RFA response to separate responses for each section. No
other documents were submitted in response to this section.

While the state scoring sheets show that CareSource was initially scored and granted 105
points for submission of the assessment tool, it appears the score was subsequently crossed out
and CareSource received a deduction of 105 points. CareSource submits that this subsequent
deduction of 105 points was inappropriate in that the assessment tool was submitted as required
and that it was labeled in a manner that allowed the scorers to initially identify and properly
score this question. We respectfully request that the 105 points be reinstated to CareSource.

4. Appendix D, Part A, Ouestion 4.a,

Appendix D, Part A, Question 4.a., instructed the plans to submit a copy of each
comprehensive assessment and highlight the location of each domain in the assessment
document(s) provided. in addition, each assessment was to be labeled with the line of business
entry number 1, 2 or 3. In its response, CareSource submitted all required assessment tools with
cach specific domain location highlighted as instructed. While the tools were labeled as
applicable to Appendix D 4.a., with detailed call out boxes on the relevant sections of the tool
tying it back to the specific question element, CareSource acknowledges the line of business
entry numbers were inadvertently not included on the Iabels. The scoring sheets demonstrate that
CareSource was initially correctly scored and awarded 1900 points, Thereafter, it appears the
1900 points were crossed out and handwritten notes were added stating “plan did not follow
RFA instr. re labeling” resulting in a 0 score for the section.



While CareSource acknowledges the issue (no entry numbers) in its labeling of the
assessment tools, it is clear that the scorers were initially able to identify and correctly score the
response. We submit that this non-substantive labeling omission, which did not impact the
integrity of the response or impair the ability to correctly score the response, should be
disregarded and the 1900 points initially awarded to CareSource should be reinstated.

In the alternative. the labeling issue should be treated as a non-substantive issue with
minimal points deducted versus the entire 1900 point deduction which ultimately occurred.

It should also be noted that the RFA process allowed for response clarifications from
plans. The state received such clarifications from a number of plans on various issues. Prior to
deducting the 1900 points from CareSource, a clarification should have been utilized to ensure
that the original scoring was accurate and complete.

B. AETNA

Throughout its response to the RIFA, CareSource submits that Aetna did not represent its
organizationa! relationships as required by the RFA. Aetna relied upon experience in Arizona
and Marvland. However, a further examination of Aetna’s organizational chart reveals that this
reliance was misplaced, as it appears to be in direct contravention of the RFA rules.

The RFA directed plans as follows: “As part of the application, the Applicant may
provide information related to other members of its corporate family or partner, as applicable,
unless specifically directed not to do so by an instruction in this RFA.” “Corporate family” was
defined in the RFA as: “The parent company for whom the Applicant is a subsidiary and any
subsidiary of either the parent company or Applicant. All such entities must be shown on the
Table of Organization that the Applicant is required to submit as part of Appendix A of the
application.” “Partner” is defined in the RFA as: “An entity with which the Applicant has a
contractual partnership as defined under the laws of the State of Ohio.”

Appendix A included the following attestation statement: “Applicant must submit a
signed letter on the Applicant’s letterhead as part of this Appendix that specifies any information
included as part of this Application that documents experience or information from other entities
with which the Applicant is or was in a partnership. The letter shall identify those partners and
which parts of the application represent that partnership experience.” Aetna’s respense to this
statement was: “The information being submitted is for the corporate family, and therefore this
does not apply.”

ODJFS reiterated the rules regarding corporate family member and partner experience
numerous times in the Questions and Answers (Q&A). With regard to partners, ODJFS stated:
“Applicants must submit a written instrument documenting the working refationship between the
parties claiming to be partners.”

Aetna included an organizational chart in its RFA response, which contained the
following note: “Schaller Anderson, L1LC administers Mercy Care Plan and Maryland Physicians
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Care pursuant to plan management services agreements.” As indicated by Aetna’s organizational
chart, Mercy Care Plan (of Arizona) and Maryland Physicians Care are independent plans that
are not part of the Aema corporate family and are not in partnership with Aetna. Their only
relationship with Aetna is through administrative services only (ASO) contracts with Aetna
affiliate Schaller Anderson. Aetna acknowledged that it is not in partnership with these plans in
its response to the Appendix A attestation statement set forth above. Aetna stated that the
information submitted was for its corporate family, but its organizational chart reveals that
Mercy Care Plan and Maryland Physicians Care are not, simply put, “part of the family.”

As set forth above, when an agency adopts rules or conditions for a procurement, it is
required to follow those rules and conditions. Danis, 73 Ohio St. 3d at 604. ODJES chose to
include the definitions of “corporate family member” and “partner” definitions in the RFA.
Further, ODIFS chose to include the clear directive that corporate family member and partner
experience may be included unless otherwise specifically directed.

It appears that Aetna is not in compliance with the RFA definitions and directions and
that it utilized the experience of plans that were neither corporate family members nor partners of
Aetna in its RFA response. However, Aetna was awarded points for this experience throughout
the various sections of the RFA. Danis stands for the proposition that Ohio agencies must
comply with their own procurement rules. Because Actna was not in compliance with the RFA
rules and utilized the experience of plans that are neither corporate family members nor partners
of Aetna, ODJFS should follow its own directives and rescind all points awarded to Aetna for the
experience of these plans.

Aetna’s reliance upon Mercy Care Plan, Mercy Care Plan Advantage, and Maryland
Physicians Care experience is set forth in greater detail below.

i Appendix B

Appendix B states in Part I: Statewide Experience, “(1) Applicants must submit no more
than a total of five (5) *Applicant Contract/Compliance Experience Forms’ that reflect combined
information regarding Medicare and Medicaid lines of business related to the Applicant and/or
any entity within its corporate family and/or its partner within the selected state.”

Applicants were required to disciose the names and states of incorporation of all entities
for which experience was reported in Appendix B, Part L In response to this requirement, Aetna
fisted Mercy Care Plan/Mercy Care Plan Advantage and Maryland Physicians Care.
Accordingly, Aetna’s response to Appendix B, Part I improperly relied upon the experience of
plans which were neither corporate family members of Aetna nor pariners of Actna. The points
awarded to Aetna for the lines of business of these plans should be rescinded.

2. Appendix C

In Appendix C. Section Lb., applicants were required to disclose HEDIS/CAHPS 2011
measures associated with Medicaid populations. The reported measures were 1o represent



Medicaid populations within the states for which the applicant provided managed care services
as referenced in Appendix B.

In response to Appendix C, Section L.b., Aetna submitted data for Maryland Physicians
Care. Accordingly, Aetna’s response relied upon the experience of a plan which was neither a
corporate family member of Aetna nor a partner of Aetna. The points awarded to Aetna for this
section should be rescinded.

In Appendix C, Section I, applicants were required to submit essays regarding certain
structured quality improvement initiatives. Applicants were required to disclose the state/line of
business for which the quality improvement initiative described applied.

In response to Appendix C, Section II, Aetna’s response to the first and second questions
relied upon Mercy Care Plan expetience, and its response to the fourth question relied upon
Mercy Care Plan Advantage experience. The first and second essays actually referred to Mercy
Care Plan as “our Arizona affiliate,” despite the fact that this plan is not an Aetna affiliate.
Aetna’s response relied upon the experience of plans which were neither corporate family
members of Aetna nor partners of Aetna. The points awarded to Aetna for this section should be
rescinded.

3. Appendix D

Aetna’s reliance upon Mercy Care Plan and Mercy Care Plan Advantage was most
pervasive in its responses to Appendix D, Part A. Applicants were required to report their
experience with a number of care management functions. Aetna relied upon Mercy Care Plan or
Mercy Care Plan Advantage in its response to the following questions in Appendix D, Part A:

s Question 1, Entries 1 and 2;
Question 2, Entries 1 and 2;
Question 3, Entries | and 2;
Question 4.a, Entries 1 and 2;
Question 4.b, Entries 1 and 2;
Question 4.c, Entries 1 and 2;
Question Sa-c;

Question 6, Entry 1
Question 7a-b;

Question 8a-c;

(Question 10a-¢; and
(Question 12b.

2 ® & * & & * & & 3

*

Accordingly, as Aetna relied upon Mercy Care Plan or Mercy Care Plan Advantage for
each of these responses, it relied upon the experience of plans which were neither corporate
family members of Aetna nor partners of Aetna. The points awarded to Aetna for these sections
should be rescinded.

. s
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4, Appendix E

Aetna’s responses in Appendix E also relied upon Mercy Care Plan experience. In
Section E-1, applicants were required to report on direct experience at contracting with and
reimbursing community-based long term care providers serving Medicaid populations.

In Section E-2, applicants were required to report on direct experience with reporting
and/or investigating individual incidents related to the health and welfare of community long
term care service providers and individuals.

For each of its responses to Sections E-1 and E-2, Aetna relied upon Mercy Care Plan or
Mercy Care Plan Advantage experience. Aetna relied upon the experience of plans which were
neither corporate family members of Aetna nor partners of Aetna. The points awarded to Aetna
for these sections should be rescinded.

5. Appendix F

In Section F-1, applicants were required to submit essays on direct experience with
innovative payment methods, Applicants were required to disclose the state/line of business
which the essay described.

For each of its responses to Section F, Initiative 1, Initiative 2, and Initiative 3, Aetna
relied upon Mercy Care Plan experience. Aetna improperly relied upon the experience of a plan
which was neither a corporate family member of Aetna nor a partner of Aetna. The points
awarded to Aetna for these sections should be rescinded.

C. OTHER APPLICANTS

The first six of the seven items below concern the applicants” improper reporting of long
term care experience in various parts of their RFA responses. The following information is
relevant to these ltems:

The RFA defines institutional long term care as: “Long-term nursing facility services
which are designed to meet an individual's medical. personal, social and safety needs.”

The RFA defines “Home and Community Based Waivers” (HCBS) as: “Authorized
under 1915¢¢) of the Social Security Act, HCBS waivers penmit a State to furnish an array of
HCRS that assist Medicaid beneficiaries to live in the community and avoid institutionalization.
Waiver services complement and/or supplement the services that are available through the
Medicaid state plan and other federal, state and local public programs, as well as the supports
that families and communities provide.”

The REA defines “Long Term Services and Supports” as: “A broad range of health and

health-related services, personal care, social and supportive services, and individual supports.
These services can be provided in institutions, an individual’s home, or in community settings.”

G et
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With regard to coverage of long term care services, page 35 of Medicare’s “Medicaid and
You Handbook” states: “Medicare deesn’t cover long-term care or custodial care.” (emphasis in
original) (The Handbook may be accessed at the following web address:
http://www.medicare.gov/Library/PDFNavigation/PDFInterim asp?Language=English& Type=P
ub&PublD=10050). Further, very few states utilize managed care for LTSS, An October 2011
report from the Kaiser Family Foundation reported that only the following eleven states use
managed care for LTSS: Alabama. Florida, Hawaii, Massachusetts, Minnesota, New Mexico,
New York, Tennessee, Texas, Washington, and Wisconsin. (The report is attached as Exhibit A.
A grid listing these states is on page 7.) Accordingly, the following state Medicaid programs do
not cover LTSS in managed care: Missouri, and Pennsylvania. Further, based upon Attachment
B-2.2 to the Texas Uniform Managed Care Terms and Conditions, Texas Medicaid specifically
does not cover institutional care within the Texas Star+Plus program. (Attachment B-2.2 is
attached as Exhibit B.)

The final item concerns a clerical issue identified by CareSource.

I. Appendix B, Part 1. Long Term Care Experience
Anthem, Paramount, UnitedHealthcare, WellCare

Four applicants claimed Jong term care experience in Appendix B that, upon closer
examination, was improper.

Anthem claimed long term care institutional experience in its California Medicare line of
business for 2010 and 2011, Notably, Anthem did not claim such experience for its Medicare
lines of business in any other state. Institutional long term care is not a Medicare benefit.
Accordingly, the points awarded to Anthem for this experience should be rescinded.

Paramount claimed long term care institutional experience in its Ohio Medicare and
Medicaid and Michigan Medicare lines of business for 2009, 2010, and 2011. Because
institutional long term carc is neither 2 Medicare benefit nor an Ohio Medicaid managed care
benefit (See Ex. A), the points awarded to Paramount for this experience should be rescinded.

UnitedHealthcare claimed long term care institutional experience in its Chio Medicaid
line of business for all reported years. As stated above, institutional long term care is not an Ohio
Medicaid managed care benefit (See Ex. A). The points awarded to UnitedHealthcare for this
experience should therefore be rescinded.

WellCare claimed long term care institutional experience across all of its Medicare lines

of business for all reported vears. Because institutional long term care is not a Medicare benefit,
the points awarded to WellCare for this experience should be rescinded.
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2. Appendix B, Part 1. HCBS Experience
Coventry

In its response 1o Appendix B, Coventry claimed HCBS experience in its Missouri and
Pennsylvania Medicaid lines of business. This is improper, as neither Missouri Medicaid nor
Pennsylvania Medicaid includes LTSS (See Ex. A), and Missouri does not include the ABD
population. Coventry cannot have the claimed HCBS experience in states such as Pennsylvania
and Missouri whose Medicaid programs de not include LTSS.! The points awarded to Coventry
for this experience should therefore be rescinded.

3, Appendix D. Part A, Long Term Services and Supports
Anthem, Coventry

Two applicants claimed community LTSS experience in Appendix D that, upon closer
examination, was improper.

In response to questions targeting LTSS and Medicaid long term care (D.1 Entry 1 and 3,
D.2 Entry 1, D.12.b.), Anthem reported multiple claims of long term care experience of its
California Medicare line of business. This is clearly improper, as Medicare benefits do not
include LTSS, Moreover, any response involving Medicare lines of business is not responsive to
a question regarding Medicaid long term care. The points awarded to Anthem for this experience
should therefore be rescinded.

Similarly, Coventry claimed community LTSS experience (D.1 Entry 3) for its Florida
Medicare line of business. Because Medicare benefits do not include LTSS, Coventry’s response
was improper. The points awarded to Coventry for this experience should be rescinded.

4. Appendix D, Long Term Institutionalized Care
Molina

In response to Appendix D (D.2 Entry 1, 2 and 3), Molina claimed care management
experience for long term institutionalized care in its Ohio Medicare, Texas Medicaid, Texas
Medicare, and Washington Medicare lines of business. However, long term institutional care is
not a covered benefit in any of these managed care programs {See Ex. A and B). The points
awarded to Molina for this experience should therefore be rescinded.

5 Appendix B-1. Nurse/Aide Contracting for Long Term Care
Paramount

In response to Appendix E-1, Paramount claimed experience confracting with both nurses
and aides not affiliated with an agency for both its Ohio Medicaid and Medicare lines of business

' ike Coventry, Actna reported Pennsylvania and Missourt Medicaid as lines of business elsewhere in {1s RFA
response. However, Aetna properly did not clam HCBS experience for Pennsylvania or Missouri Medicaid in its
response to Appendix B, Part 1
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for community based long term care services. Paramount’s essay claimed this experience
through the ProMedica home health and private duty agencies, but Paramount did not provide
evidence of its direct use or management of these services in that essay. The points awarded to
Paramount for this experience should therefore be rescinded.

6. Apvendix F-2. Incident Reporting Experience for LTSS
Anthem, Paramount

Two applicants claimed incident reporting experience for LTSS in Appendix E-2 that,
upon closer examination, was improper.

In response to Appendix E-2, Anthem claims incident reporting experience for L.TSS.
Anthem’s essay focused on its California Medicare experience with routine abuse reporting, and
it did not validate the experience. However, in scoring this essay, ODJFS stated “not validated™
for only one of the three questions. The remaining two questions should likewise have been
marked as not validated, and Anthem’s points should be rescinded accordingly.

In response to Appendix E-2, Paramount claimed incident reporting experience for LTSS,
Paramount’s essay failed to validate LTSS expeticnce with incident reporting, with no tie
whatsoever to LTSS, The essay focused on routine hospital system and plan reporting of
potential abuse. Paramount does not administer any LTSS programs, as its lines of business
include CFC-only Medicaid, Medicare, and commercial. The points awarded to Paramount for
this experience should therefore be rescinded.

7. Avppendix C, Initiative 2
UnitedHealthcare

On page 4 of 8 on the scoring sheet for UnitedHealtheare’s response to Appendix C,
Initiative 2, the second question in 2.d. was scored as a “no.” This question read: “Did the results
for each quality indicator show improvement that was statistically significant?” However, the
summary page (page 8 of 8) indicates that UnitedHealthcare met both questions for a total of 400
points. This appears to be a simple transcription error. The points awarded to UnitedHealthcare
for this section of Initiative 2 should be rescinded.

HI. CONCLUSION

CareSource understands and enthusiastically supports the goal of ODJFS and the State of
Ohio to develop a fully-integrated system of care that can comprehensively manage the full
continwum of Medicare and Medicaid benefits for Medicare-Medicaid enrollees. The original
announcement letter stated that ODIFS would “competitively select health plans that
demonstrate an ability to effectively manage a comprehensive benefit package for Medicare and
Medicaid enrollees.” In order to meet that goal, the RFA scoring must accurately reflect the
facts, and the applicants must be evaluated fairly and objectively.
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CareSource urges ODJFS to consider the scoring issues raised in this protest in order to ensure
that the application process is fair and open, and that the scoring methodology is based upon the
applicants’ actual experience and performance in providing the services set forth in their RFA
responses. If the applicants’ scores do not accurately reflect the applicants’ experience and
performance, this could negatively impact the stated goal of a truly integrated system. ODJFS
will be deprived of the opportunity to work with the most qualified plans, and the Medicare-
Medicaid enrollees will not have access to the plans with the greatest ability to comprehensively
manage their full continuum of benefits.

Accordingly, the applicants’ scores should be adjusted by ODJFS as set forth in Section
11 of this letter. This rescoring will result in an integrated care delivery system that truly meets
the high standards established by ODJES.

CareSource has been a proud partner with ODJFS for many years, and we look forward
to expanding that partnership to include the integrated care delivery system. Should you have
any questions regarding this protest, please do not hesitate to contact us.

Sincerely,
P e
C‘:ﬁ,f?‘sfi‘/ “‘;"“ﬂfé’ﬂm’{/‘ ’
7
Janet Grant

Executive Vice President, External Affairs
Corporate Compliance Officer
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EXAMINING MEDICAID MANAGED LONG-TERM SERVICE AND SUPPORT
PROGRAMS: KEY ISSUES TO CONSIDER

EXECUTIVE SUMMARY

There is increased interest among states in operating Medicaid managed long-term services
and support (MLTSS) programs rather than paying for long-term services and supports
{LTSS) on a fee-for-service basis, as has been the general practice. This issue brief
examines key issues for states to consider if they are contemplating a shift to covering new
populations and LTSS benefits through capitated payments to traditional risk-based
managed care organizations (MCOs). It draws on current literature as well as discussions
conducted during the spring and summer of 2011 with a variety of respondents — federal
and state officials, researchers, representatives from managed care organizations, service
providers, and consumer advocates.

Experience with and evidence about the impact of Medicaid MLTSS is limited.
Relatively few states currently use capitated models to manage care for the elderly or
individuals with disabilities, the populations most likely to require LTSS, Research to date
indicates that relative to fee-for-service programs, MLTSS programs reduce the use of
institutional services and increase access to home and community-based services, but there
is little definitive evidence about whether the model saves money or how it affects outcomes
for consumers.

Program design is an important component of state MLTSS initiatives, and
establishing high quality MLTSS programs is not a simple process. The extent to
which MLTSS programs cover institutional services, medical care, or behavioral health
services, in addition to community-based LTSS, affects MCOs' ability to coordinate services
and manage costs effectively. Other significant program features to consider are whether
enroliment in Medicaid MLTSS plans is mandatory or voluntary and whether the MCO is
sponsored by a commercial, non-profit, or governmental entity.  In light of budget shortfalls,
and particularly if government downsizing is occurring, states may have diminished capacity
to develop, implement, and monitor new MLTSS initiatives. It is important for planning and
start-up periods to be iong enough to allow state agencies to coliaborate to make compiex
program design choices, to work with CMS 1o obtain the authority to operate new programs,
and to consult with stakeholders, including consumers, providers, and MCOs.

Community-based organizations play a vital role in ensuring an adequate supply
of LTSS, and it is important to consider their role in a managed long-term care
system. These entities often have long-standing ties with consumers by making LTSS
referrals or providing services. In a managed care environment, community-based
organizations in some states function as MCQs or participate in MCO provider networks.
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Strong state oversight of MCOs is essential, and quality measures are needed.
When states delegate functions to MCOs, they cannot cede responsibility for management
and guidance, especially for the very vulnerable populations that reguire LTSS, Significant
components of effective oversight include explicit contract language about plans’
responsibilities, early attention on the part of states to determining how performance will be
measured, and ongoing feedback from consumers and providers to help monitor program
operations. A major challenge is that few quality measures for LTSS have been developed
or tested, though particular states and plans have data and experience that could help
inform efforts to create national standards. Data that are publicly available in a timely
manner and relevant locally are most useful.

Certain program features promote a shift tc more community-based and better-
coordinated services. The array of services for which MCOs are responsible and at risk
may affect their ability to coordinate services effectively or achieve diversions from
institutions or transitions from institutions back to the community. Flexibility to provide a
broad service package, autonomy for MCO service coordinators, and clear state expectations
regarding options for consumers to direct their own services, along with detailed
requirements for plans’ roles in facilitating these options, can improve care coordination and
make plans more aware of the full range of services and supports that consumers may need.
The switch to managed care also raises questions about who bears responsibility for and has
the capacity to address the lack of affordable accessible housing alternatives and inadequate
pools of qualified formal caregivers, which continue to be significant bartiers to keeping
people who need LTSS in the community. Interest on the part of MCOs as well as a shift in
states to thinking about broad service delivery systems has led to some activity, but solving
the housing and workforce issues will require substantial investment and coordination
among multiple government agencies and payers through demonstration projects, training
programs and competitive compensation for workers, and other innovative arrangements.

CONCLUSION

The development and expansion of Medicaid MLTSS programs is receiving a great deal of
attention in states as they strive to deliver services in a weak economy. Federal initiatives
aimed at better coordinating services and lowering costs for beneficiaries dually eligible for
Medicare and Medicaid also contribute fo heightened interest. Efforts to improve the quality
of services and deliver them in a more efficient manner are worthy goals, but if MLTSS
programs are to succeed, careful design based on a thorough understanding of the
strengths and needs of the various populations that use them is important. Efforts to
incorporate aspects of current home and community-based service programs that are
considered effective are also important. The vision and responsibility for Medicaid MLTSS
programs rests with states. It is essential for states to have time, axpertise, and financial
resources to consuit with stakeholders, shape programs, attend to administrative details,
clarify expectations, and monitor program operations so that they can strike the right
balance between managing care and managing costs.
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INTRODUCTION

The Medicaid program plays a prominent role in paying for long-term services and supports
in the LS., accounting for almost half of spending in 2009, 48 percent of $264 billion,
Medicare spending for long-term services and supports (LT5S), which is imited to short-term
post-acute care, and private health insurance accounted for 12 percent and seven percent of
LTSS spending, respectively.’ Total spending is expected to increase as the population ages
and the demand for LTSS grows.

Long-term services and supports financed by Medicaid have changed significantly in the last
two decades. The federal and state governments have sponsored initiatives to help
consumers better understand their options and to help support more services in community-
based settings. Opportunities for consumers to direct their own sarvices have become more
common. Community-based services and supports accounted for 45 percent of all Medicaid
LTSS spending in 2009, up from 27 percent in 1999.°

Against this backdrop, there is increased interest among states in operating managed long-
term services and support (MLTSS) programs rather than paying for LTSS on a fee-for-
service basis, as has been the general practice. In Medicaid, the term managed care may
refer to different types of arrangements;

« In arrangements with risk-based managed care organizations (MCO) or health plans,
states contract with MCQOs to provide a comprehensive package of benefits to
enrolled Medicaid beneficiaries, primarily on a capitated basis. The state pays a per-
member-per month premium to the plan.

» Primary Care Case Management Programs pay certain primary care providers a
monthiy case management fee for a group of patients assigned to them. Cther
services are generally reimbursed on a fee-for-service basis.

« Non-comprehensive prepaid health plans are at financial risk for providing specific
types of services such as dental or mental health services.

The focus of this report is on the first type of arrangement, risk-based MCOs, Currently, 11
states — Arizona, Florida, Hawaii, Massachusetfs, Minnesota, New Mexico, New York,
Tennessee, Texas, Washington, and Wiscensin — operate capitated managed long-term
service and support programs. In addition, 29 states operate Program of All-Inclusive Care
for the Elderly (PACE) programs, daycare-based programs for frail elderly beneficiaries who
qualify for Medicare as well as Medicaid. Nationally, the PACE program enrolls only about
20,000 pecple. ™

This issue brief draws on current literature and on discussions conducted during the spring
and summer of 2011 with a variety of respondents - federal and state officials, researchers,
representatives from managed care organizations, service providers, and consumer
advocates. For proponents of MLTSS, the approach is attractive from a financial standpoint
for its potential to deliver services in a more cost-effective manner and for its predictability;
states have a better sense up-front about how much their programs will cost. Interviewees
observed that MLTSS arrangements can help change the balance of care in favor of
community-based services and hold promise for better service coordination and integration
as compared to the traditional fee-for-service delivery model. Ancther advantage often cited
is that managed care organizations can be a good new source of data on guality, outcome,
and cost.
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Cther respondents contend that although a managed care approach has potential to improve
the availability and delivery of long-term services and supports, this cannot oceur unless
sufficient funds are available to support the appropriate scope and amount of high quality
services and supports. They worty that as states are under pressure to balance budgets, the
managed care approach may be attractive primarily as a cost-cutting strategy, and the
promise of better services and supports may not be fulfilied or the community-based
systerns that have been developed may be undermined. They are concerned that MCOs
could accept low capitation payments but then fail to provide adeguate services, particularly
community-based services. Some interviewees are wary of the involvement of for-profit
plans in MLTSS programs. They note, also, that states do not have a great deal of
experience to draw on and evidence regarding cost and quality is inconclusive. Interviewees
with experience in MLTSS caution that establishing a high quality program is a complex
pracess that requires initial investments of time and other resources to ensure that new
arrangements will be effective and viable over the long term,

This issue brief examines key issues for states to consider if they are contemplating a shift to
include new popuiations and benefits for long-term services and supports in managed care
models,

KEY ISSUES

Experience to date can be instructive as states think about using managed care models for
long-term services and supports. Interviewees familiar with MLTSS programs consistently
say that investments in the program planning process and attention to state-specific details
of program operations are factors that increase the likelihood that states will realize the
advantages that a managed care approach may offer,

Experience with Medicaid MLTSS is limited

State Medicaid programs have substantial experience using capitated models, but they have
more experience with some populations than others. Managed care arrangements account
for about 40 percent of spending on medical services for children and adults, but only for 7
percent of spending for the eiderly and 13 percent of spending for individuals with
disabilities, the populations most likely to need complex services. Managed care payments
account for only 6 percent of spending for Medicaid beneficiaries using any long-term
services or supports.” The number of Medicaid LTSS beneficiaries covered under managed
care arrangements increased from just over 68,100 in 2004 to approximately 173,600 in
2008." Only 11 states operate capitated MLTSS programs.

Interest in managed long-term services and supports has accelerated with the recent launch
by the Centers for Medicare and Medicaid Services (CMS) of several initiatives aimed at
better coordinating services and lowering costs for pecple who are dually eligible for
Medicaid and Medicare benefits. Dual eligibles are more likely to be hospitalized, to use
emergency rooms, and to require long-term services and supports than other Medicare
beneficiaries.” In April 2011, the Medicare-Medicaid Coordination Office and the Center for
Medicare and Medicaid Innovation at CMS initiated the State Demonstrations to Integrate
Care for Dual Eligible Individuals, which gave awards to fifteen states to design person-
centered delivery and payment models to better coordinate services for Medicare-Medicaid
enrollees, including LTSS.™ In July, 2011, the agency announced an opportunity for states to
test new paymert and financing models — & capitated approach and a managed fea-for-
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service approach —~ to support state efforts to integrate services for dually eligible
beneficiaries,”™

An estimated two-thirds of Medicaid beneficiaries who receive long-term services and
supports are dually eligible. They may benefit from new demonstrations and policies
designed to promote better financing and service integration. A variety of interviewees
consulted for this report point out, however, that darity regarding options for other Medicaid
beneficiaries who need LTSS but are not dually eligible is alse needed. They suggest that
revisions of Medicaid regulations related to managed care and iong-term services and
supports are also desirable.

Evidence about the impact of MLTSS is limited

The potential for savings is a key factor that has piqued policymakers’ interest in establishing
MLTSS programs, but many interviewees caution that while it is necessary to consider how
to better manage program costs, shifting to a managed care model is not guaranteed to
save money, particularly in the short-term. The predictability associated with managed care
is often viewed as a factor that can help contrgl costs, but other factors such as the scope of
covered services, the rates states negotiate with plans, and the numbers of people who
qualify for and seek services also affect program costs.

Evidence of reductions in the use of certain higher cost services such as preventable
emergency room visits, the length of hospital stays, and the use of institutional services
suggests that managed care may be associated with less spending, but two reviews of
Medicaid managed long-term service and support programs report that cost studies are
inconclusive, * * Among interviewees currently involved with Medicaid MLTSS, some note
that with relatively few programs operating and program design differing among the
programs, it is difficult to draw conclusions about the financial implications of establishing
and operating Medicaid MLTSS programs. Moreover, in instances where savings have been
demonstrated the reasons for the savings are not always clear. Researchers point out, for
example, that in programs with voluntary enroliment, groups of participating and non-
participating beneficiaries may not be comparable.

Researchers and officials also note that when dually eligible beneficiaries are enrolled in
MLTSS programs, the impact on both Medicaid and Medicare must be studied to determine
whether lower costs are a reflection of cost savings or cost shifting. Researchers say that
one challenge to expanding enroliment in integrated care programs is that initial financial
investments are required to establish the programs. While there is the potential for savings
from avoiding nursing home use for example, the savings will not accrue immediately.”

Respondents make a strong argument that even if savings are achievable they are not
necessarily desirable unless they are accompanied by betfter; or at least equivalent,
outcomes. High consumer satisfaction has been reported in studies of several programs as
has increased access to home and community-based services, but very little information on
functional cutcomes is available. Results from studies regarding costs and outcomes in
Medicaid managed care programs for individuals with disabilities — who may or may not
need long-term services and supports — have also been limited and mixed.™

Researchers note that fittle detailed evaluation has been conducted, Furthermore, because
evaluations have been specific to particular types of beneficiaries or to certain counties or
states -~ and hecause program design differs significantly from state to state — resuits may
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not be generalizable. CMS activities to betfer integrate Medicare and Medicaid services are
expected to include evaluation components geared to measuring outcomes, but results will
not be available for some time. Among the 15 states that received grants to develop service
defivery and payment models that integrate care for dual eligibles, some number may be
chosen to move to an implementation phase in 2012, pending CMS approval of the design
and available funds.™

Program design matters

Even among the relatively small number of states that currently operate Medicaid MLTSS
programs, arrangements differ, reflecting factors such as legislative direction and the way
that care, service, and insurance systems have developed over time. Thus, it is important to
understand how particular programs operate in order to gauge whether successes or
limitations in one state are pertinent for others. Important dimensions on which programs
differ are discussed below.

Service integration and risk

When MCOs are at risk for providing more types of services, the potential to coordinate
services is greater, and there are fewer opportunities to shift costs to other payers. The
consistent feature among the models currently in use is that MCOs are at risk for all
community-based long-term services and supports. But the combinations of other services
for which MCOs are at risk vary (see Table 1),

+ In the most fully integrated programs, MCOs are at risk for the management of ail
fong-term services (community-based and institutional) as well as for medical
services. This model is used, for example, in the Arizona ALTCS, Hawail 0Fd4, New
Mexico Col75, and Tennessee CHOICES programs.

» In another model, MCOs provide all long-term services (community-based and
institutional}, but other services may be provided by different MCOs or on a fee-for
service basis. In New York’s Managed LTC program, for example, Medicaid covers
physician and inpatient care on a fee-for-service basis. Beneficiaries who are also
eligible for Medicare may have physician and inpatient services covered on a fee-for-
service basis or they may be enrolled in Medicare Advantage (MA) plans, managed
care organizations offered as an alternative to the fee-for-service Medicare program.

» Minnesota’s Senior Health Options program covers home and community-based LTSS
and medical services. The state pays for institutional services on a fee-for-service
basis, but as an incentive for MCOs to keep consumers in the community, plans are
required to pay for first 180 days of institutional services if one of their members is
receiving services in the community and transitions to a nursing facility.™

» The Texas STAR+PLUS program also has a financial incentive for MCOs to keep
consumers out of nursing facilities. Currently, the program does not pay for most
nursing home or inpatient hospital services.
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Table 1: Design Features for 11 Capitated Medicaid MLTSS Programs

State Program Target Popudation Mandatory | Scope of Integrated
or Services in with
Voluntary | Addition to Medicare
Enrollment | Community-
Based LTSS

Arizona ALTCS Frail elderly; people of alf | M Institutional N
ages with disabilities, LTSS, medical
except developmental
disabilities

Florida Nursing Home | Frail elderly v Institutional Y

Diversion LTSS; medical

Hawaii QExA Frail elderly; people of all | M Ingtitutional N
ages with disabilities, LTSS, medical
except developmental

; disabilities I R

Massachusetis | Senior Care Frail elderly vV Institutional Y

Options LTSS; medical

Minnesota Senior Health Frail elderly v Limited Y

Options institutional
LTSS*: medical

New Mexico ColTs Frail elderly; people with | M Institutional N
disahilities, expect LTSS; medical
developmental disabilities

New York Managed Primarily frall elderly; V Institutional Y

Long-Term some younger adults LTSS, limited
Care with physical medical**
disabilities**

Tennessee CHOICES Frail elderly; younger M Institutional N
atisits with physical LTSS; medical
disabilities

Texas STAR+PLUS Frail elderly; younger M Lirmnited N
adutts with physical and institutional
mental disabilities LTSS, limited

medical***

Washingtort Medicaid Frail elderly; younger V Institutional Y

Integration adults with LTSS; medical
Partnership disabiliipg****

Wisconsin Family Care Frail elderly; younger V Institutional Y
adults with physical or LTSSx*sk
developmental disabilities

* Medicaid pays for institutional LTSS beyond 180 days on a fee-for-service basis.
** Age of eligibility and scope of medical services may differ by plan, Medical services that are not

covered by the plan are covered on a fee-for-service basis by Medicaid or, for dually eligible

beneficiaries, by Medicare MA plans.
*+% Medicaid pays for institutional LSS beyond 120 days and for in-patient hospital services
on a fee-for-service basis.
*EEE The program operates in only one county in Washington.
Rk Medical services are covered on a fee-for-service basis by Medicaid or, for dually eligible
beneficiaries, by Medicare,
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Behavioral health services

Program administrators point out that financing and delivery models can affect efforts to
manage and coordinate behavioral health services with other services. Behavioral health
services may be “carved out” of the MLTSS program and provided by a separate behavioral
health organization or on a fee-for-services basis. Even when one MCO is responsible for
medical and behavioral services, it may have a subcontract with a behaviorai health
organization. This is a significant issue given that a substantial portion of the population that
qualifies for Medicaid LTSS needs behavioral health services. Among beneficiaries dually
eligible for Medicald and Medicare, for example, 26 percent of the elderly and 44 percent of
individuals with disabilities have mental ifiness.™

Mandatory or voluntary enroflment

Ancther notable design feature is whether enrollment in Medicaid MLTSS programs is
mandatory or voluntary. Some respondents maintain that mandatory enroliment is
necessary so that program participation wilt be robust enough to attract MCOs, warrant
investments on the part of states and plans, and help ensure financial viability. Thay note
that the size of the program may affect MCOs' ability to coordinate services or achieve
savings. Others maintain that beneficiaries should have the freedom to choose whether to
enroll in a managed care organization. This issue is particularly significant for dual eligibles,
who are not required to enroll in managed care plans for their Medicare-covered benefits
under current law. CMS must grant authority when states propose to make enroliment
mandatory.™

Target populations

Medicaid managed LTSS programs differ in the combinations of populations they envoll. For
example, enroliment in the Minnesota Senior Health Options program is limited to
beneficiaries who are 65 and older. Hawaii's QFx4 program covers people 65 and older and
people of all ages with disabilities except those with developmental disabilities, who continue
to receive services under a separate waiver program. The Wisconsin Family Care program
serves all types of eligible Medicaid beneficiaries, including those with developmental
disabilities. Programs also differ in terms of whether they require that participants mest
nursing home level of care criteria set by the state.

Integrated programs for dually efigible beneficiaries

The most fully integrated programs blend Medicaid and Medicare financing and service
delivery. Currently, there are two models for fully integrated care. The first is the PACE
program, a daycare-based program for frail elderly beneficiaries, In the second model,
Special Needs Plans (SNPs} that target services to dual eligibles have contracts with state
Medicaid programs and receive payments from Medicare and Medicaid. 5NPs are Medicare
Advantage plans that limit enroliment to subgroups of Medicare beneficiaries. Generally, they
cover medical services; few cover long-term services and supports. In 2009, fewer than
120,000 dually eligible beneficiaries were in SNPs that fully integrate Medicaid and
Medicare.™ Enrollment in fully integrated SNPs is expected to increase; by January 2013 all
new SNPs that enrolt the duaily eligible population are required by law to have contracts with
state Medicald programs.,
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Plan sponsorship

MLTSS programs have contracts with different numbers of managed care organizations.,
Also, MCO sponsorship differs. State Medicaid programs have contracts with for-profit and
not-for-profit MCOs. Commercial insurers, entifies such as county governments, or provider-
based organizations operate plans. Large national commercial MCGs account for a
substantial portion of MLTSS enroliment. Several respondents observe that sizeable initial
investments are required to establish MLTSS pians, which means that practically speaking,
the market will likely continue to be dominated by large national plans. A mixture of
commercial and non-profit provider-sponsored plans operates in states such as New York
and Massachusetts. In Minnesota ali of the health plans are nonprofit entities, In the
Wisconsin Famify Care program, private non-profit organizations or Family Care Districts,
groups of counties, function as MCOs. Plan sponsorship differs among the MCOs that have
contracts with the Arizona AL 7CS program. The New Mexico Cof 75 program has contracts
with two national commercial MCOs.

Establishing high quality MLTSS programs is not a simple process

A recurring theme among individuals with MLTSS program experience is that the goals of
providing better-integrated high quality services in a more cost-effective manner are not
likely to be achieved if the timelines for program design and implementation are short and
hasty decisions are made as a result. They advise that planning and start-up periods must
be sufficiently long to allow state agencies to collaborate to make complex program design
choices, to work with CMS to obtain the authority to operate new programs, and to consult
with stakeholders. Experts note that these activities are time and resource intensive. MLTSS
programs in New Mexico, for example, held monthly meetings with stakeholders over a two-
year period prior to the start of the program.

In most states, multiple agencies have administrative responsibilities pertinent to the
development of MLTSS programs. They develop health policies, set budgets, regulate
insurance, determine financial and functional eligibility for Medicaid long-term services and
supports, oversee institutional and home and community-based services, and have expertise
in services for particular population groups such as the elderly, younger people with
disabilities, or individuals with mental retardation or other developmental disabilities, During
the program development phase, respondents observed that collaboration must occur not
only among those agencies in each state, but also between state Medicaid programs and
CMS.

Several interviewees make the point that an important factor for program planners to take
into account - not only for rate setting purposes, but also for program design - is the
characteristics of the populations that will be enrclled. They suggest that states look beyond
the administrative categories that are generally used tc group beneficiaries receiving long-
term services and supports and consider other factors that may affect ahbilities and needs,.
One program administrator reports, for example, that by matching data from the agency
that administers the mental health system with data on Medicaid enrollees receiving nursing
facility services, program administrators had a better sense of which services would he most
appropriate to offer and were able to make the case for providing spedialized mental health
services in a pilot program.
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Concerns about limited state resources

Some respondents express the concern that if government downsizing is occurring, states
may not have the staff or expertise to develop, implement, and monitor a new program. The
option of contracting with large well-capitalized MCOs that already participate in MLTSS
programs in other states may be appealing if states can benefit from these organizations’
past and ongoing efforts and investments in developing systems. Officials note, however,
that states are unique and the learning curve may be steep even for organizations that
provide MLTSS in other states. For example, it is important for MCOs to understand different
claims processing systems and sets of eligibility rules and procedures in each state and to
become familiar with existing providers as they develop provider networks. Even established
MCOs need a strong state-specific working knowledge of Medicaid LTSS programs. Officials
who have experience establishing programs point out that this is something that cannot be
accomplished overnight. Also, they caution that to create successful programs, states must
have management experience and expertise in rate-setting. States may have to invest in
new data systems and infrastructure to ensure that they maintain responsibility for program
integrity. Some respondents say that this is particularly important when the MCOs involved
have profit as well as more traditional program goals.

Input from stakeholders is essential

Respondents from states where MLTSS programs are operating emphasize that input from
consumers and providers is important during the program design phase not only s that
programs will be well accepted but also so that they will operate effectively. Including MCOs
in early discussions will also help ensure that programs are well designed and that practical
details related to program operations are considered.

Consumer priorities.

Experience in states indicates that "managed care” may be a term that causes concern
among consumers even before programs are introduced. Individuals with disabilities who are
accustomed to managing their own lives are apprehensive about program changes that may
put someone else in charge. They may alsc object to the notion that they need “care” as
opposed to a set of services and supports to function independently. Some have spent years
advocating for established programs and therefore are wary of change. They are
concerned, for example, that new policies may limit consumers’ ability to develop service
plans and direct services. Or, they fear that relative to the current range of available
benefits, plans may be more prescriptive and less flexible in what is offered.

A particular concern is that new arrangements will use a medical model rather than the
social service model to which beneficiaries are accustomed. Another view, however, holds
that as a result of the emphasis on the social model in recent years, some LTSS programs
are not sufficiently finked to medicai services. Some respondents argue that truly integrated
programs should have both medical and social components and note that MCOs may be able
to develop a fuller complement of services and coordinate services more effectively than
many existing LTSS waiver programs. There is & shared view that a broad benefit package is
needed.

Respondents make the point repeatedly that beneficiaries who need long-term services and
supports have some common characteristics and needs, but alsc that subgroups of
beneficiaries require different types and balances of medical and social supports and
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services. Consumers are wary about the prospect of a “one-size-fits-all” approach on the
part of MCOs and note in discussions about all aspects of a managed care approach, that
different policies and practices may be needed for different populations such as the frall
elderly or younger people with disabilities.

Consumers want assurances that provider networks in managed care plans will have the
expertise and capacity to provide the broad array of services and supports that people with
disabilities often need. They stress that continuity of care is of paramount importance for
people with complex conditions and seek assurances that they will not have to change
providers when managed care programs are implemented or if changes do occur, that
approptiate polices will be in place to facilitate transitions. Respondents have suggested
transition periods of 30 to 90 days. In Tennesses, at implementation, CHOICES beneficiaries
who had been receiving services under a waiver program received the same services from
existing providers for 30 days regardless of whether the providers participated in the
CHOICES network.™

Network capacity is defined broadly by consumers to include an adequate number and
geographic distribution of primary and specialty providers who are accepting new patients
without long waifs for appointments. In addition, consumers want to know that facilities will
be accessible to people with disabilities and that linguistic and cultural accommodations will
be available when needed.

Provider fssues.

In advance of a shift to MLTSS, providers have questions about whether they will be
included in networks, how much and how they will be reimbursed, and about the
administrative ramifications of new arrangements including apprehension about possible new
rules and procedures established by MCOs. If they participate in more than one MCO
network, they may be subject to different sets of rules and procedures and may have to
enter into contracts with multiple managed care organizations. Concerns about a potential
ioss of autonomy and about whether the new arrangements will be compatible with their
established mission are also common.

In response to both consumer and provider opinions about the desirability of maintaining
established services and supports, states have taken steps to protect providers, at least
initially. When Texas STAR+PLUS was established, the state mandated a three-year
transition period when MCOs were required to contract with any willing provider that had
been providing LTSS services in the Medicaid fee-for-service system. In Tennessee,
CHOICES plans were required to offer contracts to all nursing facilities that were currently
operating. In addition, the state set provider rates for long-term care services to give some
reassurance that MCOs would not cut reimbursement rates.™

Community-based organizations play a vital role

The impact of changing to 8 managed care system on community-based organizations that
have historically been involved with Medicaid long-term services and supports is an issue
often raised by consumers and providers, Organizations such as Area Agencies on Aging,
Centers for Independent Living, or Aging and Disability Resource Centers have been active in
advising and assisting consumers about long-term services and supports, making referrais,
and in some cases providing services. Many are viewed as trusted entities in the community.
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They may have the capacity to help people whose first language is not English or may have
links to cultural groups in the community.

In a few states, community-based organizations function as MCOs. For example, as the
Wisconsin Family Care program was developed, counties and the Area Agencies on Aging
they operate had the opportunity to become managed care organizations. As the program
expanded, pilot caunties worked with neighboring counties to form Family Care District
MCOs that serve regional service areas. Respondents point out that this may be more
difficult to accomplish under current circumstances, however. Although community-based
providers may have an interest in becoming managed care organizations, relatively few have
the resources to meet financial and regulatory requirements, particularly if the time frame
for establishing programs is short,

Legislative mandates are intended to provide certain protections for community-based
organizations. In Massachusetts, MCOs must contract with Aging Services Access Points,
which provide community service coordination. New legislation in Florida that seeks to vastly
expand Medicaid MLTSS requires that MCOs offer providers who are part of the Aging
Services Network the opportunity to participate in MCO networks. Respondents note,
however, that the functions these groups perform may change, In Tennessee, for example,
Area Agencies on Aging and Disability remain the single point of entry for consumers seeking
Medicaid-financed long-term services and supports. But for those already enrolied in
Medicaid CHOICES, the MCOs facilitate access to long-term services and supports. Also, the
MCOs are now responsible for functions such as building provider networks that previously
had been the responsibility of the Area Agencies on Aging and Disability.

Community-based organizations worry that their funding may be cut if some of the functions
they traditionally have performed are subsumed by managed care organizations. They also
comment that established entities may lose experienced staff when large national plans hire
service coordinators from the community and rely on their expertise to develop a community
presence. Some respondents make the point that if local organizations are weakened,
consumers in the community who do not qualify for Medicaid but who rely on these
arganizations may lose a valuable resource, In discussing the viability of existing
organizations, some say that it may be in states’ interest to ensure that there is an adequate
supply of organizations that have historically provided assistance and services in case MCOs
or other providers with whom states have established contracts leave the market.

Strong state oversight is essential

Observers note that an advantage of working with MCOs is that they can be held
accountable and can work with states to improve operations in ways that individual
providers cannot. But they also note that this assumes that expectations are clear, that
measures and standards are in place, that plans submit relevant data, and that states
analyze and use the data as the basis for plan guidance and contract changes.

Many respondents emphasize that when states delegate functions to plans, they cannot cede
responsibility for management and guidance. They observe that states have played and
must continue fo play a vital role in developing and promoting a vision to ensure that very
vulnerable populations receive optimal services and supports. They point out that regardless
of the way the delivery system is structured, states are ultimately responsible for ensuring
that high quality long-term services and supports are available for Medicaid beneficiaries,
Respondents stress that ongoing monitoring and oversight of MCOs is particularly important
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in a system that mandates managed care enrollment because there is limited to no
opportunity for beneficiaries to vote with their feet,

Contract language

A common sentiment among respondents is that effective oversight in a managed care
environment can best be achieved with explicit contract language about what plans must do
and when and how they must report results and with early attention on the part of states to
determining how performance will be measured. Plan representatives say they are
particularly eager to understand states’ expectations, and several interviewees warn against
generic contracts, advising states instead to write contracts that reflect their particular
circumstances and expectations. In guidance prepared by CMS, the agency notes that
managed care arrangements can promote the use of cornmunity-based services and provide
data to measure quality, but also cautions that such accomplishments require that carefully
constructed contract language and incentives be in place.™

Metrics to monitor performance

In the absence of standard outcome measures for long-term services and supports, many
states rely on process measures, They may, for example, require that MCOs demonstrate
that members have had a level of care determination, that they were given a choice
between institutional or community-based services, or that they were visited at certain
intervals. Performance Improvement Projects (PIPs) are also cited as activities that can be
used to promote improvement in the delivery and use of services by managed care plan
members. Health plans undertake PIPs to focus on achieving specific goals for plan
members. To date, most PIPs have been geared to medical measures such as increasing
cancer screening rates, controlling blood pressure, or promoting aspirin therapy for members
with certain conditions. In the Wisconsin Family Care Program, MCOs have been required to
conduct at least one PIP annually. The focus of this project must be related to long-term
services and supports, whether that is a clinical or functional outcome area, or a quality of
life outcome related to self-determination and chaice, community integration, or health and
safety.™

Consumer and provider feedback

Another observation related to oversight is that Aging and Disability Resource Centers, which
interact with both consumers and providers, already play a crudial but informat role in
sending information about plan performance back to the state. One respondent suggested
that the ADRC rofe could be expanded in this regard, though there is variability in
sponsorship, structure, and capacities of ADRCs across states. The role of state ombudsmen
is also cited as an important aspect of program oversight,

The use of ongoing feedback from consumers and providers to help monitor program
operations is also mentioned frequently, with respondents caytioning that there must be
opportunities for meaningful engagement and incentives for plans and states to act when
consumers or providers raise issues. States typically conduct consumer satisfaction surveys,
The use of advisory groups is also common. Some observers suggest that states as well as
plans should convene advisory groups so that state officials can hear directly from
consumers and providers. Another suggestion is that consumers, rather than representatives
or spokespersons from consumer groups, be recruited for advisory boards to obtain
unfiltered feedback. Focus groups are another means of hearing directly from consumers
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and providers, Regardless of the methods used to obltain input, respondents stress that both
the concerns and the steps taken to address them should be made public.

Quality measures are needed

A challenge that respondents familiar with program operations mention repeatedly is that
few quality measures for long-term services and supports have been developed or tested,
No national standards exist. MCOs routinely use the Health Plan Employer Data and
Information Set (HEDIS) to measure quality, but HEDIS measures are geared to primary
care and preventive services and do not provide much relevant information about the quality
of long-term services and supports. Experts say that for the most part, quality measures
tend to be clinically oriented, but there is also a need to develop measures that will provide
information about quality of life.

Activity with regard to the development of quality measures is occurring on the federal level,
but for the most part it does not pertain specifically to long-term services and supports.™
Experts suggest that more federal sponsorship and support, in partnership with national
guality organizations, would be helpful in establishing LTSS outcome measures and
standards. They also note that particular states and plans have data and experience that
could help inform efforts to create national standards.

In thinking about the development of measures and standards, respondents concerned with
quality make a number of points. They explain that population-specific measures are
needed. For example, the reasons for emergency department visits may be very different for
the elderly than for younger individuals with developmental disabilities. Respondents noted
that these differences should be taken into account in developing and using the measures so
that realistic goals and appropriate standards can be devised for each group. Respondents
emphasized that decisions about desired outcomes must consider what can realistically be
achieved by plans, and program design must be taken into account. MCOs that are not at
risk for nursing facility care, for example, cannot be held accountable for the length of an
admission, Similarly, in order to develop complete measures for dually eligible beneficiaries,
Medicare as well as Medicaid data are needed. States have not had ready access to Medicare
data, but a new CMS initiative has established a process for state Medicaid agencies to
request Medicare data for dually eligible beneficiaries to support care coordination,™

Finally, respondents concerned with quality stress that to be most useful, information must
be available in a timely manner {o the public as well as to other stakehoiders and should be
relevant focally. For example, aggregated data from national or region managed care plans
may not reflect iocal operations or circumstances.

Certain program features promote a shift to more community-based and better-
coordinated services

Based on experience in states, certain policies and practices are generailly accented as
desirable for promoting community-based long-term services and supports. These include
service coordination, particularly coordination to facilitate smooth transitions among service
settings, and the option for consumers to direct thelr own services. Respondents involved
with opgoing initiatives to promote community-based services observe that managed care
policies can compiement or conflict with such initiatives,
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Service coordination

Service coordination is often cited as a key feature of MLTSS programs that promotes
effective and efficient delivery of services for populations with complicated medical and
social needs. Yet states and MCOs take very different approaches.

Arizona's ALTCS program specifies caseload ratios for case managers in their contracts with
MCOs, a requirement seen as helping to assure adequate staffing. Caseloads vary by
setting, with case managers responsible for fewer members in home-based situations and
more in institutional settings. The state also requires that care managers conduct in-person
visits and see consumers at least every 90 days.™ Qther states rely on MCOs to develop
standards with varying results. For example, plans may set standards internally for the
number of visits that service coordinators make each week in urban and rural areas. In
ather instances, no minimum ratio of coordinators to enrollees is required. One respondent
notes that significant differences in charges for service coordination among plans in the
same state suggest that the process differs among plans.

Observers note that some states have more requirements and standards for service
coordination than others and suggest that this is an area that could benefit from close
attention on the part of states. They recommend that states include expectations for person-
centered planning, specify who will work with beneficiaries to develop service plans, and also
specify the required elements of service plans in contracts with MCOs. Respondents believed
that special attention should be given to achieving service coordination with other plans or
providers when one MCO does not manage all services. Respondents stressed that states
must be sure that MCOs accustomed to coordinating medical services have an appreciation
of the full range of services and supports, particularly non-medical supports, when LTSS are
included in managed care programs.

A certain level of autonomy for MCQ service coordinators and the ability to make referrals,
authorize service plans or to make appropriate changes as consumers’ statuses or needs
change are mentioned frequently as important features for effective service coordination.
Also, the flexibility plans have to provide a broad service package including services that
formerly could only be covered under certain waivers or were not covered in states — such
pest control, air conditioners, security deposits for utilities, furniture, bed linens, or even a
wheelchair maintenance and repair service — are seen as being advantageous for
consumers, One official notes that this is an area where the state should require
consistency across plans so that beneficiaries will have similar experiences and so that
standard performance measures, including measures of beneficiaries’ experiences with care
and guality of life, can be used.

Diversions and transitions

Over the last several years, CMS and states have aggressively promoted policies and
oractices to divert consumers from nursing facilities or to help those already in facilities
make the transition back to the community. When MCOs are responsible and at risk for a
broad array of services, they are more able to achieve diversions or transitions.

When providers from different programs or agencies are involved, creating opportunities for
them to work together can also help promote diversions or transitions. In Texas, for
example, relocation specialists working with the Department of Aging and Disability Services
hedp arrange housing in the community for Money Fofiows the Person program participants
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and provide transition assistance.™ MCO service coordinators provide other, complementary
assistance such as help arranging provider services. Monthily regional community transition
team meetings provide an opportunity for the various players to interact. The purpose of the
working meetings is to solve individual consumer or systemic problems. Buiding Bridges
seminars are another means used in Texas to promote teamwork by introducing community
members ~ such as housing authorities, social service agencies, nursing facilities and
community-based long-term services providers — to the Money Follows the Person program.

Reimburserment policies can also have an effect on the extent to which diversions and
transitions occur. In Massachusetts, plans have strong incentives to keep members in the
community, If a member enters an institution, the plan continues to receive its community
rate for 90 days before shifting to the higher institutional rates. There are also incentives to
encourage nursing facility transitions. If a plan transitions a member from an institution to
the community, the plan continues to receive its institutional rate for 90 days. ™

Consumer direction

Respondents suggest that when states think about how to design MLTSS programs, they
must consider what types of services or supports consumers can direct. Consumer direction
of personal care assistance services, for example, gives people varying degrees of control
over hiring, scheduling, training, and paying attendants. In some instances consumers may
employ friends or family members. In a “cash and counseling” model, consumers have
individual budgets that they use o purchase and manage services and supports, States’
expectations regarding the type of consumer direction to be offered and plans’ roles in
facilitating it are recommended by respondents, as is attention to detail. Interviewees with
MLTSS experience say that states should decide whether to require that MCOs inform
consumers about the option for self-direction or to require that consumers acknowledge that
they have received information about the option. Respondents point out that states must
decide whether MCOs should act as fiscal intermediaries. Other important considerations are
whether plans’ provider networks are sufficiently large to offer real choice for consumers,
and whether, if friends or family are providing services, plans or state agencies will be
responsible for training and certification activities. Similarly, respondents emphasize that the
affiliation and role of individuals such as services coordinators or benefit navigators, who
may serve as resources for consumers directing their own services, should be well defined.

Needs persist for adequate affordable housing and a well-trained workforce

The lack of affordable accessible housing alternatives and inadequate pools of qualified
formal caregivers continue to be significant barriers to keeping people who need long-term
services and supports in the community. The traditional Medicaid programs has not been
responsible for community-based housing or workforce development and recruitment, but
states have been involved, particularly through waiver initiatives, in attempting to improve
circumstances in these two areas. The switch v managed care raises questions about who
bears responsibility for and has the capacity to address these issues.

Housing

The lack of affordable accessible housing alternatives continues to be one of the biggest
barriers to keeping people who need long-term services and supports in the community.
Maost of the activity in states related to housing has involved the establishment and use of
home and community-based service (HCBS) waiver benefits such as help with payments for
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the first month’s rent or home modifications. State Medicaid programs have worked with
other government agencies to obtain housing subsidies for enrollees, but with limited
SUCCess.

Several respondents say that although MCOs have very limited responsibilities with regard to
housing, many MCOs recognize that it is advantageous to keep people in the commuunity and
therefore try to be creative about making appropriate housing more available, Some MCOs
provide benefits similar to those that have been available through HCBS waiver programs,
such as helping with security deposits or paying for pest control. Plans sometimes consuit
with organizations such as Habitat for Humanity, other foundations, and housing authorities.
Some plans urge their service coordinators to make referrals to local organizations and
housing authorities, but they note that resources are scarce, and the process of securing
assistance with housing is generally very resource intensive.

One state administrator reports that his agency had not been very engaged in activities to
help develop housing options in the past, but now, in working with MCOs, the agency thinks
about service delivery systems as a whole, and therefore has begun to approach other state
agencies and to be more proactive about developing housing options. Another respondent
notes, however, that solving this crucial issue will require a substantial investment and
coordination among multiple government agencies and payers. He emphasizes that the
impacts of housing shortages on programs’ ability to arrange for care in the community must
be recognized, regardless of which entity is paying for services, and suggests that a
demonstration project with federal support might be one approach to help states and plans
build on current efforts and expertise to make more progress.

Workforce

In many places, the supply of formal caregivers, particularly those that provide paid services
in the home, is not adequate to meet the demand for services. The need for a larger, more
stable, higher quality workforce is well recognized. States have grappled with this issue for
years as they establish and promote community-based programs.

Policies such as the one in Arizona that allows family members, including spouses, to be paid
attendant services caregivers represent one response to provider shortages. Relative
caregivers receive training and are certified and employed by home health or attendant care
agencies. This policy plays a significant part in the state’s ability to provide home and
community-based services for a large portion of Medicaid consumers who qualify for LTSS
benefits.™" Other states have similar policies. Still, the problem of an inadeguate workforce,
particuiarly in sparsely populated areas, persists.

Several respondents say that when workers are well trained and fairly compensated, they
tend to stay in their jobs, thus providing a stable, experienced, professional workforce. In
Massachusetts, where personal care attendants now have collective bargaining rights, this is
viewed positively by some respondents in terms of developing the workforce. Across the
country, bargaining rights are the exception rather than the norm, however.

Respondents observed that states may be in a position to tackle the workforce shortage by
combining economic development and LTSS funds to sponsor or invest in training programs
for home health aides and other LTSS workers, With MCOs in the mix, there may be new
opportunities to expand the pool of qualified workers and connect them to beneficiaries who
need their services. The authorizing statute for Tennessee’s CHOICES program requires that
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plans develop strategies to help expand the pool of workers. As part of its rebalancing
demonstration grant, the state is partnering with the MCOs and with a local university to
develop training programs to be offered at community colleges, a certification program for
direct support staff, tracks in high schoo! health occupations sciences programs, and a
registry of certified workers. In New Mexico, one plan worked with a Native American
community to develop their capacity to become transportation and respite care providers
eligible for reimbursement.

Some respondents suggest that provider availability and quality may be an aspect on which
MCOs choose to compete. But others say the reality of the capitated rates and the pressure
to cut costs may preclude the development of training programs and competitive
compensation for workers.

CONCLUSION

The development and expansion of Medicaid managed long-term service and support
programs is receiving a great deal of attention in states as they strive to deliver services in a
weak economy. Recent federal initiatives aimed at better coordinating services and lowering
costs for dually eligible beneficiaries have contributed to heightened interest. Efforts to
improve the quality of services and deliver them in a more efficient manner are worthy
goals, but respondents stressed that if MLTSS programs are to succeed, careful design
based on a thorough understanding of the strengths and needs of the various populations
that use them is important. Efforts to incorporate aspects of current home and community-
based service programs that are considered effective are also important. The vision and
responsibility for Medicaid MLTSS programs rests with states. It is essential for states to
have time, expertise, and financial resources to consult with stakeholders, shape programs,
attend to administrative details, clarify expectations, and monitor program operations so that
they can strike the right balance between managing care and managing costs.

This issue brief was prepared by Laura Summer of the Georgetown University Health
Policy Institute for the Kaiser Family Foundation’s Commission on Medicaid and the
Uninsured,
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Contractual Document (CD)
Responsible Office; HHSC Office of General Counsel (0GC)
Subject: Attachment B-2.2 -~ STAR+PLUS Covered Services Version 2.2

DOCUMENT HISTORY LOG

STATUS'

DOCUMENT
REVISION?

EFFECTIVE DATE

DESCRIPTION®

Baseline

n/a

September 1, 2011

Initial version of Attachment B-2.2, “STAR+PLUS

Covered Services.”

Revision

2.1

March 1, 2012

Attachment B-2.2 is modified to reinstate the
waiver of the three prescription lirnit for adults
language and to add the waliver of the $200,000
individual annual fimit on inpatient services.

STAR+PLUS Covered Services is modified to
clarify the requirements regarding services
provided in free-standing psychiatric hospitals and
chemical dependency treatment facilities in lieu of
the acute care hospital setting.

Services included under the HMO capitation
payment is modified to clarify the requirements for
“Prenatal care services rendered in a birthing
center.”

Revision

2.2

June 1, 2012

Contract amendment did not revise
Attachment B-2.2, "STAR+PLUS Covered
Services.”

' Status should be represented as "Baseling” for initial issuances, "Revision™ for changes o the Baseline version, and “Canceliation” for

_ withdrawn versions

* Revisions should be numbered in accordance according to the version of the issuance and sequential numbaring of the revision—e g,
"1.2" refars to the first version of the document and the second revision.

* Brief description of the changes to the document made in the revision.
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o Psychiatry services

o Counseling services for adulls (21 years of age and over)

o Substance use disorder treatment services, including
o CQutpatient services, including:

»  Assessment
«  Detoxification services
«  Counseling treatment
» Medicafion assisted therapy
o Residential services, which may be provided in a chemical dependency
treatment facility in lieu of an acute care inpatient hospital setting, including
«  Detoxification services
»  Substance use disorder treatment {including room and board)

*These services are not subject to the guantitative treatment limitations that apply under
traditional, fee-for-service Medicaid coverage. The services may be subject to the
MCO's non-quantitative treatment limitations, provided such limitations comply with the
requirements of the Mental Health Parity and Addiction Equity Act of 2008.

Prenatal care provided by a physician, certified nurse midwife (CNM), nurse practitioner

(NP), clinical nurse specialist (CNS), and physician assistant (PA) in a licensed birthing

center

Birthing services provided by a physician and CNM in a licensed birthing center

Birthing services provided by a licensed birthing center

Cancer screening, diagnostic, and treatment services

Chiropractic services

Dialysis

Durable medicat equipment and supplies

Early Childhood intervention (ECI) services

Emergency Services

Family planning services

Home health care services

Hospital services, inpatient and outpatient

Laboratory

Mastectomy, breast reconstruction, and related follow-up procedures, including:

o outpatient services provided at an outpatient hospital and ambulatory health care
center as clinically appropriate; and physician and professional services provided in
an office, inpatient, or ouipatient setting for:

o all stages of reconstruction on the breast(s) on which medically necessary
mastectomy procedure(s) have been performed;

o surgery and reconstruction on the other breast to produce symmetrical
appearance;

o treatment of physical complications from the mastectomy and treatment of
lymphedemas,; and

o prophylactic mastectomy to prevent the development of breast cancer.

o external breast prosthesis for the breast(s) on which medicaily necessary
mastectomy procedure(s} have been performed.

Medical checkups and Comprehensive Care Program (CCP) Services for children (birth

through age 20) through the Texas Health Steps Program
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o Assisted Living

o Transition Assistance Services (These services are limited o a maximum of
$2.500.00. if the MCO determines that no other resources are available to pay for
the basic services/items needed to assist a Member, who is leaving a nursing facility,
with setting up a household, the MCO may authorize up to $2,500.00 for Transition
Assistance Services {TAS). The $2,500.0C TAS benefit is part of the expense ceiling
when determining the Total Annual Individual Service Plan (ISP} Cost}
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