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Executive Summary

Significant increases in life expectancy, a growing elderly population, and advances in medica
technology are setting the stage for long term care challenges in the 21st century for Michigan
and the rest of the nation. It is imperative that Michigan plan for the future of long term care in
order to meet the needs of future generations who will depend upon public resources for some or
all of their care.

The Michigan Long Term Care Work Group is comprised of two Senators, two members of the
House of Representatives and four officials of the Michigan Department of Community Health.
The Work Group is chaired by James K. Haveman, Jr., Director of the Department. It began its
work in late March of 1999. It received input from a broad range of people involved in the long
term care system who shared their vision for an improved system. The work group adopted a set
of guiding principles for its work in redesigning the long term care system and from input
received, identified key themes for its deliberations. The guiding principles and the key themes
provide the framework for the recommendations of the work group.

The Work Group issued a Preliminary Report and Recommendations in September 1999. It
included a broad range of recommendations. Public input and testimony on the Preliminary
Report was received in writing, via fax and internet and through nine public hearings held
throughout the state. After review of that input and its own further deliberations, the Long Term
Care Work Group is how issuing its Report and Recommendations.

This Report of the Michigan Long Term Care Work Group includes recommendations in the
areas of quaity of life and quality of care, persona responshility, living independently,
eligibility, nursing homes of the future, and organized systems of care. These recommendations
are expected to make incremental improvements in Michigan's long term care programs and
services. The report recommends the establishment of four different long term care models as a
means of providing integrated and coordinated services to eligible individuals. Adults who need
long term care typically fall into one of four groups: adults with disabilities, frail elderly, people
with Alzheimer’ s disease and related dementias and people at the end of life.

Quality

Quality of care and qudlity of life are essentia to any improvement of the long term care system.
Recommendations for expanding consumer choices within the Medicaid long term care program,
providing incentives for people who go into the long term care field and reducing turnover and
absenteeism for long term care workers are addressed. Developing practice guidelines and
assistance for long term care facilities to be able to successfully care for people who have
behaviors that are disruptive or involve the abuse of other residents are also addressed.
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Personal Responsibility

There are a variety of ways that Michigan residents can plan and provide for their own and their
family's long term care needs. At the present time few people actually do so. Michigan's
Insurance Commissioner reports that fewer than 2.5 percent of Michigan's citizens have
purchased long term care insurance. The Work Group recommendations include a broad-based
public education campaign to educate Michigan citizens about their potential need for long term
care services and the need for individuals to make plans to pay for this care including the
purchase of long term care insurance.

Care from spouses, relatives, friends and neighbors represents the bulk of services provided to

persons who need long term care. The Work Group has recommended added supports for family
care-giversincluding a significant expansion of respite care.

Living Independently

Housing is an essentia part of any solution to long term care. A first priority must be a focus on
helping people who already have a place to live to keep their housing and be able to receive care
there. The development of a collaborative plan between the Michigan Department of
Community Health and the Michigan State Housing Development Authority that expands
publicly supported housing for adults with disabilities and the elderly is also a priority.

Financial Eligibility

Many people think of public financial support, including Medicaid, as an entitlement. They take
every possible opportunity to transfer their assets in order to qualify for public support without
spending their assets on their care. The Work Group supports closing all loopholes for asset
transfer by middle and upper income individuas to assure continued availability of public
support for people without other alternatives.

Nursing Homes of the Future

The nursing home resident of the future will have significantly different characteristics than
today's nursing home resident. Medical advances, shifts in treatment practices, financing and
public policy will al have an impact. Projecting the characteristics of the nursing home resident
of the future will help the nursing home industry successfully prepare for these changes.

Organized Systems of Care

Michigan’s current long term care system does not focus enough on prevention and early
intervention, is not consumer driven, lacks a clear point of entry and has limited choices.
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Existing services are not integrated into coordinated systems of care. There are no incentives for
planning and use of private resources, and dua public funding streams (Medicaid and Medicare)
create confusion and impede efficiency.

Other states have addressed the financing and delivery of long term care in a variety of ways but
typically have implemented a single model of care. Our intention is to initiate four different
approaches in selected areas of the state. Replication of the Program for All-Inclusive Care for
the Elderly (PACE) will be encouraged as a component of each of these four approaches.
Information about long term care services and eligibility assessment will be performed by Ml
Choice Access.

MI Choice Access

When individuals and families need to consider long term care, either as a result of the
aging process or as the result of a long term physical disability, it is often difficult to
know where to go for information about the options and resources available. Knowing
options and resource strategies as early in the planning process as possible, will allow
people to use their own and other private resources as wisely as possible. Assuring
information about long term care is readily available, necessarily includes assisting
people in accessing needed services and supports. This will be done through the Ml
Choice Access system.

Long Term Care HMO

This model seeks to integrate acute and long term care by delivering those services
through Headth Maintenance Organization (HMO) structures. The HMOs will have
contracts with Medicaid and may also have them with Medicare. Over the last decade
HMOs have become a dominant service delivery mechanism for primary and acute
medical services. The HMO model has aso been applied to long term care and
behaviora health services in a few states. HMOs receive a fixed payment to deliver all
health services. This assumption of risk and responsibility for care creates incentives for
the organization to be efficient, to closely manage care, and to provide preventive care.
Market competition creates incentives for HMOs to provide high quality and value-added
services. Adding long term care to the medical services maintains the incentives for
medical care but aso creates incentives to manage the long term care services better and
to coordinate care across the different care settings.

Regional Provider Organization (RPO)

The Regiona Provider Organization (RPO) is a partnership among multiple provider
organizations to form a single, integrated service delivery system. It applies managed
care principles of risk and capitation to a provider-driven aliance. The modéd uses a
community-up design strategy, building upon the population to be served and the
provider structure that exists within the defined service area. It allows the flexibility
necessary to accommodate changing community needs, recognizing that one size does
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not fit al. Each RPO will be distinct in its organization, adjusting the partnership as
necessary to meet the changing needs of its customers. Participating organizations might
include: area agency on aging, centers for independent living, skilled and/or basic care
nursing facilities, primary care physicians, hospita systems, loca health departments,
home care agencies, community mental hedth services programs, assisted living
residences, and other community organizations as deemed appropriate. For example, the
model could unite an area agency on aging case management program with home health
care providers and nursing facilities, or al long term care providers and a hospita, a
physicians clinic, a health department, a mental health provider. Its development is fluid.
The model is community based, built upon existing resources in a community but
assuring a comprehensive array of services.

Virtual Organization (VO)

Virtual organizations are fast emerging as a basic way to do business. The virtua
organization is characterized by electronic communication linking together components
of a corporation, or partner corporations, to respond to market opportunities. A virtual
organization does not need to own all parts of the business organization to meet a
particular market demand. It can add parts through contract, agreement, and electronic
linkages. Advantages of the model include great flexibility and partnerships and work
arrangements that are not bound by geographic considerations. The virtual organization
can aso provide instantaneous information on customer needs and service capacity.
Local agencies and businesses that will form the basis of the virtua organizations will
need infrastructure development support and ongoing technical assistance.

Care Coordination Model (CCM)

The Care Coordination Model represents an evolution of the Medicaid Waiver
component of MI Choice into a fully developed long term care model. The model
integrates care through collaborative, team-based planning and monitoring. It unites
acute/primary health care and community or facility-based long term care into a single
integrated package. The model builds upon the existing long term care infrastructure,
which has evolved in Michigan through the Medicaid Waiver Program.

PACE

Further replication of the Program for All-inclusive Care for the Elderly (PACE) will be
encouraged within the context of each of the four models for integrated care. The PACE
model is recognized by the Health Care Financing Agency and includes a full integration
of Medicaid and Medicare Funds for dua eligible frail elderly age 55 and over.
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Long Term Care — A Growing Imperative

Demographic Changes

Significant increases in life expectancy, a growing elderly population, and advances in medica
technology are setting the stage for long term care (LTC) challenges in the 21st century for
Michigan and the rest of the nation. It is imperative that Michigan plan for the future of long
term care in order to meet the needs of future generations who will depend upon public resources
for some or all of their care.

In the next few decades the number of adults with disabilities and the elderly populations will
dramatically grow, as the nation’s 77 million baby boomers move into their senior years. Herein
Michigan, the fastest-growing component of persons who may need Medicaid for their long term
care support is the non-elderly disabled. These are people who are living longer lives due to
advances in medical technology but who require support services to cope with chronic health
conditions and functiona limitations. Much of the financiad responsbility to provide these
services will fall to state government and future taxpayers.

Additionally, those 85 and older are the fastest-growing segment of the population. Half of those
85 and over will need help with the basic activities of daily living, and recent studies indicate
that nearly half of the 85+ age group will have dementia. According to the United States Bureau
of Census, the estimated growth from 1990 to 1996 of the 85+ population was nearly 23 percent
compared with only 6.4 percent growth for the total population. In Michigan, the 85+ population
will increase by approximately 60 percent over the next quarter century.

State Funding Through Medicaid

Long term care services and financing are currently fragmented and at times difficult to access
and coordinate. The same individua is often subjected to different and often inconsistent
assessments and processes in similar, related, or overlapping services.

Without changes, Medicaid will be unable to support future long term care needs without
severely limiting the state's ability to fund other necessary programs. Medicaid is now 20
percent of Michigan’s total budget. Without action now the future cost of Medicaid will grow
rapidly, primarily because it is the only source of public funding for long term care for low-
income individuals and families. Medicaid's origina purpose - a program to cover the medical
needs of women, children.

Today 71 percent of the funds serve elderly or disabled persons. The elderly account for 22.7
percent of the program expenditures and the disabled account for 48.3 percent. These
expenditures are disproportionately high, since the elderly and disabled only comprise 27.6
percent of eligible persons. If these trends continue, long term care as we know it today is not
sustainable. With the continued aging of the population in Michigan new initiatives are needed.
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The Olmstead Decision

In Olmstead v. L.C. (1999) a divided U.S. Supreme Court ruled that the Americans with
Disabilities Act supports a clam by individuals in institutional settings to be served in
community based settings where appropriate. Michigan has a long and proud history of
providing services to people with disabilities in community based settings. The programs and
initiatives envisoned by this long-term care initiative will further the goa of serving the aged
and adults with disabilities in the least restrictive setting possible.
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Michigan Medicaid Long Term Care Combined
Accounts: Expenditures and Projections

$1,800,000,000

$1,600,000,000

$1,400,000,000

$1,200,000,000

$1,000,000,000

$800,000,000
$600,000,000

$400,000,000

$200,000,000

$

1988

1990

1992

1994

1996

1998

2000

2002

2004

1988

1990

1992

1994

1996

1998

2000

2002

2004

prmditurs

$423,621,399

$474,492,576

$634,455,403

$746,555,732

$854,571,382

$1,094,947,821

$1,179,131,300

$1,383,470,720

$1,560,534,278




12

LTC Workgroup Report






Long Term Care Workgroup

In March of 1999 The Michigan Long Term Care Work Group was established. Its members,
listed below, were appointed by Chuck Perricone, Speaker of the House of Representatives, Dan
DeGrow, Senate Mgjority Leader; and James K. Haveman, Jr., Director of the Department of
Community Health.

Work Group Members

James K. Haveman, Jr. Director, Michigan Department of Community Health, Chairperson
Lynn Alexander, Director, Office of Services to the Aging

Representative Sandy Caul, 99th House District

Senator Joel Gougeon, 34th Senate District

Carol Isaacs, Deputy Director, Michigan Department of Community Health

Representative Marc Shulman, 39th House District

Robert Smedes, Deputy Director, Michigan Department of Community Health

Senator Alma Wheeler Smith, 18th Senate District

Long Term Care Work Group Process

The work group began meeting in late March 1999. Over the course of the next 14 months, it met
over 20 times and held nine public hearings on its Preliminary Report and Recommendations. It
received input from a broad range of stakeholders in the long term care system. Hundreds of
people presented information to the work group and shared their vision for an improved long
term care system. In addition, background information was developed and presented by
Department of Community Health staff. The work group adopted a set of guiding principles for
its work in redesigning the long term care system. From input received, the work group
identified key themes for its deliberations. The guiding principles and the key themes provide the
framework for the recommendations of the work group.

This report with recommendations reflects the input from stakeholders and the deliberations of
the Long Term Care Work Group. The issues addressed here are complex and ongoing.
Therefore, this report represents a beginning, not an end. It is the hope and intent of the Work
Group that there will be periodic reviews and updates of this report, so that it reflects changes
that occur as this effort goes forward, continued input is received and we learn from our initial
efforts.

Larry Grinwis, Senior Consultant with the Ashland Group was retained by the Department of
Community Health to facilitate and direct the planning process and serve as staff to the Long
Term Care Work Group.
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People With Long Term Care Needs

This report and its recommendations are directed at adults who are in need of long term care
services and supports. It does not include people who are served through the Medicad
behavioral health carve-out.

Each individual’s needs are unique. However the population of adults with disabilities and the
elderly can generally be broken into four primary groups. There are commonalties in their need
for supports and services. However there are also distinct differences in these groups. The four
groups are adults with disabilities, the frail elderly, people with Alzheimer's and related
dementia, and people who are at the end of life.

Medicaid support is limited to those who meet both the financial and level of need criteria for
long term care. One important objective of the Long term Care Work Group, however, is to
create integrated service delivery systems at the local level that allow the integration of multiple
revenue sources, including private pay, to provide a comprehensive long term care service
system that can serve a broad range of people. This includes people who do not meet the
financia criteriafor Medicaid as well as those who have less serious care and support needs.

It is also necessary and desirable to integrate long term care supports and services with
acute/primary medical services so that all aspects of the individual’s care are coordinated
together. The two need to compliment each other, not work separately. It is the objective of the
long term care models described later in this report to fully integrate Medicaid long term care
and Medicare acute/primary care.

Adults with Disabilities

In Michigan this is the fastest growing group of people who qualify for long term care and
supports through the Medicaid program. At the end of FY 99 20 percent of people enrolled in the
home and community based waiver program were under the age of 65.

It is important that the organizations that manage the coordinated service delivery models that
will be established recognize and understand that people with disabilities who are not elderly
have distinctive specia needs and desires. This is a population that has often become trapped in
nursing homes due to some break-down in their community living situation. People who are
younger are often interested in employment options even though they will need on-going
supports and services. Assistive technologies are critically important to support these individuals
in being as independent as possible. Some may require persona care assistants as well. In
general, this is a group of people who tend to be more interested in self-managing and directing
thelr care. They adso have an interest in being actively involved in work, school and/or
community activities.

The duration of support for adults with disabilitiesis often life-long
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Frail Elderly

Elderly people who do not have Alzheimer’s or dementia disorders but who need assistance with
activities of daily living and/or have significant heathcare needs is the third group of people
included in long term care.

Understanding the needs and desires of this group is essentia as well. Since they do not have
cognitive impairments, people in this group are better able to participate directly in the
development of their plan of service and to directly represent their goals and desires. It is aso
important to recognize the need for socia supports along with medical care for this group as they
often live by themselves and can be isolated from interactions with others.

Alzheimer’s and Dementia Disorders

According to experts at the University of Michigan there are 162,000 people in Michigan with
Alzheimer's disease. 250,000 are affected if those with related dementia disorders are added.
Research has demonstrated that nearly 50 percent of those receiving nursing home care have
Alzheimer’ s disease and two-thirds have some form of dementia.

Everyone with Alzheimer’s disease will require long term care. On average, Alzheimer’'s disease
lasts 10 years but it may last considerably longer. Families provide most long term care for
individuals with Alzheimer’s disease at home. However, after eight years of symptoms, a
majority need out-of-home care of some kind. Providing supports to families has a direct impact
on the length of time they are able to provide care for individuals with Alzheimer’s and related
disorders at home. It is important that the coordinated service delivery system models have the
capacity to recognize and treat Alzheimer’s disease early and provide supports to family care-
givers.

Medicaid will remain the “payor of last resort”. However, it isin the financia interest of the state
and the managing entity of the coordinated service delivery system model to provide this early
identification and caregiver support to people not yet eligible for Medicaid. Doing so can delay
the initiation of the out-of-home phase of care since that is where many people exhaust their
personal resources and become Medicaid eligible.

There are effective drug, environmental and social interventions that can delay the need for out-
of-home care for people with Alzheimer's disease. This makes early identification and
intervention very important.

It is also important to acknowledge that some people with Alzheimer's disease and related
dementia present significant problem behaviors in long term care facilities. Special intervention
is needed to provide proper diagnosis and assessment in order to prescribe appropriate and
effective interventions or environments with staff skilled to provide person centered care.
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End of life

Fewer people die today in acute care facilities. This trend will continue as people increasingly
choose to die at home from incurable diseases and as nursing homes and other long term care
facilities lower their rates of hospital transfer for residents. There is a growing tendency for
individuals and their families to choose a peaceful death “at home™ rather than in an acute care
facility.

Early identification of people who are at the end of life and linkage with hospice and palliative
care is important. The recent report of the “Michigan Cancer Control Initiative Action Planning
Group” noted:

“Cancer is the second leading cause of death in Michigan. . . . but the generd
perception of the hospice community and related medical professionas is that the
number of these patients who receive comprehensive end-of-life care—management
of pain and other physical symptoms, along with a range of psychosocial and spiritual
support services for patients and families—is far less than the number that could
benefit from such treatment. National statistics kept by the National Hospice
Organization indicate that only 25-30 percent of cancer patients use hospice.”

People with cancer are not the only people who can benefit from earlier linkages to hospice and
palliative care. Many people with chronic diseases including such conditions as Alzheimer’s and
multiple sclerosis would benefit as well.
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Current Challenges

As Michigan considers redesigning its long term care system the first question to be answered is,
"Why does Michigan need a new long term care system?’

The problems with the current system will become the framework for desirable outcomes in a
new long term care system. In identifying current challenges, the perspectives of consumers and
their families, providers, administrators, and payers are reflected.

Shortcomings with the current long term care system include:

Long term care is based on amedical model that focuses on treatment, not prevention

The system is not outcome oriented

Financing is unnecessarily tied to the treatment setting or service
Community-based planning for careis lacking

People recelving LTC are segregated and isolated from their communities
Quality-of-care and quality-of-life outcomes are unclear

Supports for families, who provide the majority of long term care, are not
routinely available.

Long term care is not consumer driven

Consumers are not provided the information to make informed choices

Consumer choiceis limited

Consumers do not plan for their possible need for long term care services
A single point of entry islacking

Present long term care arrangements lack a single point of entry.

Access to services is fragmented

Not al services are integrated into coordinated systems of care

Evaluation and assessment are neither comprehensive nor integrated across care
settings

There are gaps in the long term care services available
There aren’t incentives for the planning and use of private resources

Dual public funding streams (Medicaid and Medicare) create confusion and impede
efficiency

Financial and regulatory obstacles may hamper change and progress

Page 18
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Themes

A consistent set of themes emerged from the input received by the work group. Following is a
summary of those themes:

Quality of life/quality of care considerations need to be included in any future plans.

Personal responsibility - few people are prepared to handle the expense of long term
care.

Living independently - the services people are digible to receive often depends on
where they live.

Financid digibility - current financing is complicated, digibility is confusng and
there is a need to better coordinate Medicare and Medicaid.

Licensure and regulation - the nursing home industry feels over-regulated without a
corresponding impact on quality.

No organized system of care - the present service delivery system is a collection of
Separate pieces. There is no front door to the system, no uniform assessment of need
and no seamless transition from one treatment setting to another.

Family support is necessary to assure families can carry out their long term care
commitments and responsibilities to care for their loved ones.
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Guiding Principles for Long Term Care Redesign

The Long Term Care Workgroup responded to the list of problems by first developing and then
adopting a set of guiding principles that are to guide the planning, recommendations,
implementation, monitoring and evaluation of all reform efforts. These principles need to be
understood and accepted as critical operational parameters. They are at the heart of al
recommendations, as they speak to a profound belief about the value, dignity and contribution of
all the citizens of this state, especialy and particularly including those individuals with long term
care needs and their families.

The Guiding Principlesare:

Consumer-Directed Independence and Informed Consumer Choice
Actively involve consumers in need identification, care planning, and
collaboration on necessary supports.

Enable consumers to make informed choices about their care options through
enhanced education and screening.

Offer choices that emphasize the consumer’s dignity, independence, and quality
of life and truly reflect the principles of person-centered planning.

Assist consumers in understanding, selecting, and using organized community
long term care systems.

Access
Improve medical digibility determination and enrollment so that it is easly
accessible, simple and user-friendly. This includes the concept of no wrong door.

Inform citizens about their long term care options, how to access services, the
complaint and grievance procedure, and their rights under the law.

Quality of Care, Quality of Life:

Preserve and enhance the quality of life for those needing long term care by:

Promoting the ability of individuals to live in the settings of their choice with
appropriate services and supports.

Monitoring the quality and performance of long term care providers and provide
feedback to encourage continuous quality improvement.

Regularly seeking consumer input to evaluate the quality of care and the impact it
has had on the quality of their life.

Supporting consumer report cards - consumer satisfaction, quality, and outcomes
for al long term care service options.

Family and Personal Responsibility
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Support and build the network of family and other informal care-giversin
assisting persons with long term care needs.

Encourage private and public partnerships to finance long term care services.

Create positive models for public emulation of expanded use of private long term
care insurance.

Cost Effectiveness
Use the state’ s health care dollars to maximize consumer preferences while
slowing future budget growth.

Use care management and financing strategies to avoid unnecessary expensive
care options.

Coordinate benefits and financing with Medicare, private insurance, and private
CoNnsumer resources.

Minimize inappropriate cost shifting and cost avoidance.
Match state resources with personal resources based on a person-centered plan
and assessment of each individual’s functional capacity.

To create an integrated long term system of care that improves access, choice,
quality of care, quality of life, and contains cost.
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Part I1.
Long Term Care Recommendations




Page 24 LTC Work Group Final Report



Recommendations

The recommendations included in this section are intended to help individuals and families use
their own resources more effectively. These recommendations will aso bolster the community
infrastructure necessary to assist more elderly and people with disabilities in remaining at home.
This can be done in areas such as expanded housing, supports to preserve and strengthen families
as they seek to provide care for family members, and elimination of loopholes for those able to
financially support their own care.

Quality of Life/Quality of Care

The overriding objective in everything proposed or recommended in this preliminary report is to
improve qualify of life and quality of care for people who need long term care. In addition to
improving access to care and supports and increasing consumer choices it is important to take
steps to improve the quality of life for those who need long term care. Efforts to do so need to be
made in all settings. Capable and competent staff has a direct bearing on quality of care and
consumer directed choices have a direct bearing on quality of life.

Quality of care is about the service ddivery system itsef—the staff, the programs and
services/supports---and the care planning process. Quality of care encompasses the various
means through which individuals receive the help they need so that quality of life outcomes are
achieved. Quality of life outcomes should be the ultimate goal of the long term care models.
These are the outcomes in the lives of the people served by a system or a service/support.

Historically systems have had much to say about attempting to produce quality of care
outcomes—hence the plethora of policy, rules, regulations and standards. However, carefully
crafting the outcomes that truly define quality of care are often absent, so the emphasis becomes
“was the regulation followed?’, rather than “was care delivered at a defined level of quality?’.
Very little attention has been given to quality of life outcomes—rea changes, real achievements,
in the lives of real people. Often once these begin to be developed and become a focus, this in
and of itself begins to change the way systems and services are ddlivered, and quality of care is
thusimproved. These two are very interactive, each influencing the other.

General

Recommendations

1. Require that a person-centered plan be the bass for the services provided to
individuasin the long term care system.

2. Implement an incentive payment sysem for long term care facilities that
implements the nursing facility qudity indicators such as those under development
by the Hedth Cae Financing Adminisration. Deveop/use sSmilar qudity
indicators for home based care.
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3. Deveop outcomes and indicators for access, cogt, quality of care and qudlity of life
that are consgently evduated. Use this data in sysem design improvement,
plan/service contracting, etc.

4. Reguire internd quaity improvement systems of dl long term care plans and
providers.

5. Reddentid long term care providers should consder desgns that provide small
home-like groupings of residents.

Benefit Design

All existing benefits or services, including hospice, will be components of the long term
care integrated service delivery system models that are described in a later section of this
report. This includes al the components of the current Home and Community Based
Waiver, Home Help personal care and nursing home care. In addition, al current
Medicaid acute care benefits will be included and available to long term care recipients.
It will be possible for the long term care delivery systems to add benefits to these
minimums, but they will not be allowed to delete any.

One aspect of benefit design relates to the housing settings in which an individua can
receive supports and services. Currently, individuals can receive Medicaid financed
supports and services in any setting except licensed Adult Foster Care homes and
licensed Homes for the Aged. In the proposed long term care integrated service system
models, individuals in community based licensed care settings would aso be able to
receive supports.

It is desirable to bring together multiple resources to provide comprehensive supports for
consumers. The approach proposed, however, is to tie services and supports, including
housing subsidies, to consumers so that the consumer has the maximum flexibility.
Attaching supports and services to a specific facility or residential setting actually limits
consumer flexibility and choice.

One component missing from the current broad scope of long term care benefits and
services is a community based emergency services component. While the range of
current services and supports is quite broad, there isn't any service to respond to
consumers when the crisis revolves around community-based resources and supports

Recommendations:

1. The Department of Community Hedlth should support the intent of HB 4128, a hill
to specify contractua requirements for housing-with-services establishments. The
bill would require contractual descriptions of services available in the base rate paid
by the resdent, as wdl as charges for additional services available through the
establishment.
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2. If financidly feasble, expand the Home and Community Based Walver program
when the current opportunities are full.

3. The Depatment of Community Hedth should amend the current interagency
memorandum of understanding with the Department of Consumer and Industry
Services to dlow continuous nursing care in licensed Adult Foster Care homes and
licensed Homes for the Aged. This would alow people who meet long term care
financid and medica necessity criteria to reman in those homes and receive
Medicaid financed supports and services. Allow AFCs or HFAs to provide the
home based supports and services as long as the consumer has a choice of providers
of those services.

4. New benefitsto be included in the long term care models.

a Emergency care- include a 24-hour, seven days per week, community based
criss emergency service that is prepared to respond to individuas experiencing
urgent and emergency dtuaions.  Services involve assessments, diagnoss,
crigs intervention and/or rapid referra and linkage to needed care and
resources. These services include, but are not limited to, outreach, capacity to
place an individud in a safe, temporary environment if needed, and immediate
deployment of in-home care gtaff.

b. Family/Caregiver support services—includes services provided to families
and/or caregivers of persons who are digible for long term care supports for the
purpose of maintaining the person in hisher home. Services include those
designed to preserve family and caregiver capacity, prevent facility placement,
and restore family/caregiver capacity.

c. Include a voluntary option for consumer directed care for the long term care
components in each of the models. (This may not be possble in the PACE
component.) Implementation of this voluntary option will require the
establishment of fisca intermediaries that provide the necessary adminigtrative
fisca functions to support the consumer in direct control over selecting and
supervisng direct care workers and other services. These functions may include
managing payroll, maintaining records, producing reports, purchasing fringe
benefits and other fiscal and support services.

d. Allow the long term care modd managing entity (HMO, RPO, etc.) to pay
room and board costs (as wel as other community and housing related
supports) in non-nursing home settings at its discretion.

e. Allow the long term care mode managing entity (HMO, RPO, etc.) to pay for
trangtion expenses such as rent depodts, furniture, etc. to assst those
trangtioning from nursing home care to community care

Part I1: Long Term Care Recommendations Page 27



Long Term Care Staffing

A comprehensive range of initiatives is needed to create and sustain a pool of direct care
workers across all long term care settings. While the scope and focus of this report is
limited to adults who have disabilities and the elderly, it is important to recognize that
there is a broader range of ingtitutions and agencies delivering services who employ the
same direct care staff, primarily nurses and aides. This includes the areas of home health
and personal care, hospice, mental heath group homes, adult foster care, assisted living,
homes for the aged, nursing homes and hospitals. In addition, individua hedth care
consumers, including those who choose to self-direct their care, need an easier way to
find qualified, competent direct care workers.

According to the U.S. Bureau of Labor Statistics, over the next decade 600,000 additional
direct care workers will be required to meet the needs of a growing population of people
who need long term care services. In Michigan, this trandates into the need for an
additional 24,500 direct care workers. This represents a 32 percent increase in the number
of new workers required.

Problems retaining staff are also significant. The Health Care Association of Michigan
reports the turnover rate for aides in nursing homes in 1996 was 75 percent. Research
indicates that the cost of replacing a direct care staff member averages $3,000. Turnover
costs include nursing pool costs, overtime wages, extra staff time to cover for employee
training, employment advertising and interviewing.

This problem is not unique to nursing homes. All sectors of the long term care delivery
system, including home heath, hospice and others, have significant problems both
recruiting and retaining direct care workers and meeting the needs of individual
consumers. Comprehensive steps are needed to successfully build a future pool of
workers given the current shortage of direct care workers and the growth of the
population needing services.

The causes of the problem are multiple. They include: low pay and poor benefits, lack of
appreciation for the value of the work, high turnover (which causes short staffing),
demanding working conditions and the element of risk involved, lack of control over
work product, poor supervision, lack of a career path, an increasing acuity rate of those
needing care and atight labor market. These factors are closely intertwined.

Recommendations:

Increasing the pool of competent long term care workers:

1. Initiate a public image campaign to promote working in long term care settings and
the role of long term care workers. This effort could be done collaboratively
between the Depatment of Community Hedth, Department of Consumer and
Industry Services, the Depatment of Career Development and the trade
associations representing long term care providers.
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2. Through leadership from the Department of Career Development, encourage a
collaborative effort between colleges, community colleges, the Department of
Career Development and long term care providers to undertake a recruitment
campaign aimed at creating afuture pool of direct care workersfor long term care.

3. The Depatment of Community Hedth should work with the Department of
Consumer and Industry Services to review and revise as needed the required
Competency Evauated Nurse Aide (CENA) training curriculum to assure it is up to
date and reflects the skills required today in dl long term care settings.
Congderation should be given to a uniform training and certification program that
would dlow aid-level gaff to be trained to work in a variety of long term care
settings including home hedth. Encourage the Consumer and Industry Services
Depatment to continue its Excellence Award program for nursng homes and its
quaity improvement program awards.

4. Encourage long term care providers and their trade associations to collaborate
together to edtablish a system for comprehensive crimind background checks of
direct care workers economicaly and in atimely manner.

Retention of long term careworkers:

1. Encourage long term care facilities to participate in the Eden Alternative, the
Nationd Association of Geriatric Nursng Assstants or smilar programs that
have demonstrated a positive impact on staff retention and reducing turnover.

2. Encourage community colleges and others to develop career ladders for long
term care workers.

3. The Department of Community Hedth and the Department of Consumer and
Industry Services should work with individud consumers and consumer
cooperatives, provider agencies, their trade associations and registered care
workers to create the Michigan Long-Term Care Excellence Inditute. The
ingitute would focus on developing direct care workers, managers and
adminigtrators who work in long term care in order to improve the workplace
and enrich work life for dl. It would serve as an entity to identify best practices
from Michigan and around the country that have had a demondtrated impact on
retention of direct care workers.

4. Encourage long term care providers and their trade associations to collaborate
together to establish purchasing co-operatives for providing hedth benefits to
full and part time direct care workers.

5. The Department of Community Hedth should include in its evauation of the
proposed long term care models an evaluation of the practices of saff
compensation within capitated systems. It will be important to learn from these
practices developed within the greater capitated system whether or not staff
wages are impacted postively or negatively.
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6. Encourage for profit long term care providers to develop ESOP-type programs
to provide an opportunity for employees to become owners to encourage
commitment and buy-in and reduce turn-over.

7. The addition of an on-dte day care center for children of daff and the
community in general can be both a means of atracting and retaining staff, as
well as an enriching component of the overdl atmosphere for a nursng home.
Resdents can interact with the children in a variety of ways, providing
enrichment to both the children and the nursng home residents. Some existing
programs, such as the Grand Traverse Pavillions in Traverse City are aready
established. Other nursng homes should be encouraged to initiate Smilar
programs.

Matching available staff with employment opportunities:

Encourage the establishment of local collaborative efforts to create a registry of
available workers and the nature of the employment they seek so employers, including
consumers self-managing their care, can be matched together.

Individuals who Display Disruptive and Abusive Behaviors

An estimated one-percent of nursing facility residents may have disruptive behaviors and
physicaly abuse other residents and staff. This understandably results in pressures to
discharge them. Unfortunately there are no aternative resources. Many nursing home
administrators report that the proportion of residents who have disruptive behaviors and
physically abuse other residents and staff has increased significantly in recent years.
Development of community-based aternatives for these individuas may reduce the
proportion of residents with abusive behaviors in the future.

Recommendations:

1. Develop a demondration project amed a nursing facility resdents who display
disruptive behaviors and physcdly abuse other reddents and daff. Intended
outcomes include the development of a profile of these resdents and develop best
practice standards for use by facilities.

2. Convene representatives of the nursing home trade associations and get input from
hedlthcare futurists regarding their research/opinions regarding the characteristics of
the nursng home resident of the future.

Personal Responsibility

There are a variety of ways that Michigan residents can plan and provide for their own and their
family's long term care needs. At the present time few people actualy do so. The Insurance
Commissioner reports that fewer than 2.5 percent of Michigan's citizens have purchased long

Page 30 LTC Workgroup Report



term care insurance. Ways to encourage greater efforts by individuals and their families to meet
their long term care needs are identified here.

Public Education: Planning for Future Long Term Care Needs

Many Michiganians do not plan for future long term care needs because they have little
information upon which to make an accurate assessment of their potential need for long
term care services. They have even less information on the array of services and
financing mechanisms available to meet those needs. If such information were made
available, more people would plan to meet their future needs. This assumption is
supported by severa studies related to retirement planning.

Recommendations:

1. The State of Michigan should develop a massive and aggressve public awvareness
campaign to educate Michigan citizens about their potentia need for long term care
sarvices as they age. They dso must plan to meet these needs. The campaign
should emphasize the benefits of sarting early to plan and save for future long term
cae needs. It should identify the options available, including long term care
insurance. Even smdl amounts saved early in life can amount to sSzeable amounts
a retirement age. The concept of persond responsbility for long term care
planning should be emphasized in the public avareness campaign.

2. The State can partner with a variety of loca organizations to provide information
through existing channdls. School systems should be gpproached to ensure that high
school and adult-education life-skills curricula include the subject of long term care
planning. The Michigan Modd for Comprehensve School Hedlth curricula should
aso includeinformation on long term care.

3. The internet and other forms of technology should be used to provide information
to the public regarding long term care.

4. The State of Michigan should encourage employers to provide pre-retirement
education for their employees. In addition to education, employees need access to
tools that aid in savings, such as automatic payroll deductions. Small business
should be targeted and a consortium approach used to develop models for use in
that sector.

5. The Michigan Department of Community Hedth, in conjunction with the Insurance
Commissoner, should provide educationa information about long term care and
long term care insurance options to the public, including everyone who becomes
eigiblefor Medicare.

6. The Michigan Department of Community Hedlth should promote information about
good hedth practices. People need to know how to identify treatable conditions,
including Alzheimer’s disease and related dementia, early on and how to maintan
maximum functioning throughout their life. Resource guides identifying services

Part I1: Long Term Care Recommendations Page 31



and supports avallable, including support services for family care-givers, should be
available in every county. One example of a collaborative approach to community
education is the collaborative between Grand Rapids Community College, Cavin
College and key agencies of the Aging Network of Western Michigan. Other
examples are the DCH caregiver education initigtive and the DCH dementia
education network (involving EMU, MSU, U of M and Lansng Community
College dong with the Ml Primary Care Association and other experts in dementia
care), and the Dementia Information Network that works through the Parkinson's
Foundation, the Huntington's Disease Society and the Alzheimer's Association
chapters. Funding for added projects like this should be considered.

Family Care Giving

The care from spouses, relatives, friends and neighbors still represents the bulk of
services provided to persons who need long term care. There is no indication that the
80-85 percent of care usualy attributed to this source has diminished. Sociological
forecasts regularly warn that changes in this country's social and economic situation
threaten the stability of this arrangement. As the large maority of women (the traditiona
source of informal care) enter the workforce, as marital arrangements become more
diverse and less stable, and as the hirth rate fals (producing fewer children to provide
both economic support and direct care), the prospects of continuing to rely heavily on
informal care darken. Because of this redlity, it is important to develop systematic ways
to support caregivers so that financial stress, physical burdens and burnout can be
avoided.

Typicaly care-givers who feel competent persist in care-giving longer and have lower
healthcare expenses for themselves than care-givers who do not feel competent.

Recommendations:

1. Monitor activity a the federd level regarding making home care expenses for a
family member tax deductible and consder the impact on the state for smilar
action.

2. The State of Michigan should identify and encourage replication of best-practice
models of community-based collaborative efforts that provide outreach,
information, referra, education, respite care and other family support services.
Examples include the Dementia Information Network, and the DCH Alzheimer's
Demonstration Program. Such best-practice models would identify Strategies to
reech family members as early as possible in therr care-giving career to avoid or
minimize crises. These drategies would dso promote the efficient use of private
resources to provide needed assistance.

3. The State of Michigan should consder expanding the current Senior Companion
program, and consider how to develop a smilar program for younger disabled
adults with priority on those areas where programs don't presently exis.
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Replication of local success dtories that involve other stipend approaches should
aso recaive high vighility.

4. The Depatment of Community Hedth should support the expansion of volunteer
resources at the loca level. This should be done through existing structures that
work with the elderly, non-elderly disabled, hospice, etc. to provide respite care and
other family support services to persons providing care for a family or community
member.

5. Family regpite care should be increased for persons who ae not digible for
Medicad. Reimbursement should be on a diding scde. (Tobacco settlement
dollars have been committed in FY 2000 to implement this recommendation.)

6. Assure that each of the long term care models include a complete continuum of
sarvices to support consumers and their family caregivers including care-giver
education, respite care, a person centered planning approach and an option for
consumer/family directed care through vouchers or smilar mechanisms.

7. Promote removable/modular ramps to minimize the cost and maximize support to
the largest number of consumers possible.

8. Include use of FIA child day care funds to support families who provide care for
parents or adult children.

Long Term Care Insurance

Long term care insurance is one way individuals can protect themselves from the cost of
care. Long term care insurance provides its owners with more choices and controls. It
also preserves private resources. Most people mistakenly believe they have coverage for
long term care through either Medicare or regular health insurance. Most people don’t
realize the high risk of remaining uninsured. Thereis about a 1.3 percent probability that
an average person will ever use their homeowners insurance and a 2.5 percent probability
they will use their automobile insurance. In contrast, there is about a 43 percent
probability that a person will receive nursing home services after age 65 and a
significantly greater probability they will receive some form of long term care support.

Clearly not everyone can afford long term care insurance, however a 1994 study
concluded that for every 1 million long term care policy holders that enter nursing homes,
Medicaid stands to save 3.5 to 6.9 billion over the next 25 years.

The Hedlth Insurance Portability and Accountability Act of 1996 (HIPAA) includes
provisions that improve the tax status of long term care insurance, especially for
employer-paid premiums. Individuals presently hold most policies, but HIPAA may
encourage more employer-based coverage. Presently only two to three percent of
employers make long term care insurance available to their employees. The current
average age of buyersis 69. Long term care policy prices increase dramatically with age
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and often deny coverage to the elderly and people with existing handicapping conditions.
The adequacy of policies varies widdly.

Recommendations:

1. Encourage insurers to permit policyholders to use the limits of their long term care
policy as a pool of money, rather than a daily benefit for a fixed number of years.
For example, ingead of a $100 per day, three-year maximum benefit policy, it
would be viewed as a $109,500 pool of money. This pool could be spent to dlow
the benefits to last more than three years. As long as the person did not spend more
than $100 per day, there should be no pendty for seeking aternative care, such as
assisted living, to make the benefits last longer.

2. Encourage whole life insurance policies that permit the acceleration of degath
benefits for long term care expenses.

3. Dedgn a standard set of long term care insurance policies with a standardized
definition of long term care benefits for policies made available by insurers. These
would contain the type of benefits that would have the grestest interest for the
emerging markets. This will provide consumers an opportunity to seek the most
compstitive rates and services available. This would idedly be a nationd campaign
to promote long term care insurance. The Nationd Association of Insurance
Commissioners (NAIC) may be the appropriate organization to work through to
adopt thisidea.

4. Monitor federa activity regarding making long term care insurance premiums
deductible like regular health insurance and consder the impact on the state for
amilar action.

5. Deveop a consumer guide to assst people in comparing/sdlecting a long term care
policy. Develop report cards for long term care policies and their carriers.

6. Work with the Michigan Office of the State Employer in formulating an optiona
long term care program for state employees.

7. Usethe Insurance Bureau web Site to provide alink to long term care information.
8. The Insurance Bureau will build on its relationship with the Office of Services to

the Aging (OSA) by asssing them with updating program materids and the
educational programs that OSA conducts at senior centers across the State.

Living Independently

Housing is an essential part of any solution to long term care. The interaction among housing
options, benefits and persona responsibility has a causa relationship to specific hedth
outcomes. For many people, this leads to outcomes that are unnecessarily expensive, restrictive
and diminish the quality of life.
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Studies of the preferences of individuas who have long term care needs clearly indicate the
preference to stay in their own homes rather than amost any other choice, including moving in
with family, assisted living, nursing home, and other options. The difficulty of remaining in their
own homes can be due to a variety of factors. Sometimes nursing homes become the only option
where an individual who does not have a home and has exhausted their resources can receive
care and have their room and board costs paid.

Recommendations:

1. The firg priority in housng needs to focus on helping people who dready have a
place to live to keep their housing and be able to receive care there. This can be
accomplished through home care, supports for family care-givers, and expanding
the st of living environments where individuads can receive home care supports
and sarvices. Each of these is addressed in other areas of this report. Helping
people be aware of resources and dtrategies such as reverse mortgages is important
aswdll.

2. In addition to these drategies it is dedrable for the Department of Community
Hedth in conjunction with the Michigan State Housing Authority and other
applicable entities to develop a plan for expanding publicly supported housing for
the adults with disabilities and ederly throughout the state. This plan (to be
completed by September 30, 2000) should emphasize the following:

a A consumer focus rather than a provider focus. Qualifying consumers need the
maximum amount of flexibility to use housng supports and long term care
supports and services to live where they want to live. Consumers should not be
required to live in a specific setting in order to be digible for ether housing
supports or long term care supports.

b. Consumer directed voucher-like approaches for the purchase of non-traditiona
services and supports.

c. Modds like the MSHDA financed congregate housng where services are
available on an a'la carte basis and could be purchased by residents with service
vouchers.

d. Exigting rules and regulations need to be reexamined to assure they are
consistent with new directions and palicy.

e. Expanded optionsfor ownership.

f. Strategies for increasng HUD vouchers and coordinating with the home and
community based waver program and the initiation of the long term care
models.

3. Andyze the impact of exempting from property tax the cost of modifications
required to make the home accessible to an elderly or disabled family member who
would otherwise need a nursing home. (It should be noted that MSHDA finances
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barrier-free improvements to single-family homes through its Home Improvement
Loan Program at low interest rates.)

4. Congder mechanisms to phase in dements of universd design, eg. modify the
State building code that make homes accessible to persons with disabilities. First
elements phased in could ded with whed chair ramps and accessible bathrooms. In
addition, federal guidelines for desgn standards for housing units designed for four
or more families should be reviewed.

Financial Eligibility

Issues related to eligibility fall into two general areas. The first relates to eligibility for Medicaid
to provide financia support for individuas who are in need of long term care supports.
Presently, financial eigibility is confusing. The level of income an individual is alowed in order
to qualify for Medicaid is different depending on the actual service received. For example, the
income level for a person in a nursing home is significantly less than the allowed income for a
person receiving Home and Community Based Waiver Services. However, people who receive
nursing home care are alowed to “spend-down” to the income level; people recelving waiver
services are not.

The second aspect of eligibility deals with medical necessity eligibility for long term care. Some
of the suggested models for an organized service delivery system for long term care call for
integrating into one service delivery system revenues from multiple sources, including self-pay.
In these instances there is an important distinction between medical necessity eligibility for long
term care supports and financial eligibility for Medicaid financia support. The former is broad
and covers al available revenue sources. The latter is narrow and limited to Medicaid.

Divestiture of Assets

Many people think of Medicaid financial support as an entittement. They take every
possible opportunity to transfer their assets to protected status or to their heirs in order to
qualify for Medicaid support without spending their assets on their care. Medicaid was
established to provide support for those with no assets and no other options. In order to
preserve the availability of Medicaid for the truly needy it is necessary to assure that
those who can afford to pay for their own care are not able to creatively divest their assets
in order to qualify for public support.

There are legal means that people can use to protect their assets so they are not required
to spend everything they have in order to receive support from Medicaid. Two general
means are available - purchasing long term care insurance and establishing legal trusts.

Medicaid does not include the value of a home when determining eligibility. One can
own a home and still get financial support in a long term care setting if one meets all
other eligibility requirements. However, some people sell their home and wind up with a
large cash asset, which Medicaid does consider when determining eigibility. These
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people will probably not qualify for Medicaid support. People need to be aware that this
and other financial activity may affect their Medicaid digibility.

When a spouse dies most pension plans, including socia security, reduce the payment to
the surviving spouse. Often this reduced level of income makes it impossible for the
surviving individual to stay in their home.

Recommendations:

1. Expand the dtat€'s educationd and public information efforts regarding Medicaid
eigibility criteria so0 people will not unknowingly take actions that make them
indligible for long term care support.

2. Seek authorization from the Hedlth Care Financing Administration to have uniform
financid digibility criteria for dl long term care sarvices and include the &bility to
“gpend-down” for al long term care services.

3. Support closng dl loopholes for asset transfer by middle and upper-income
individuds.

4. Recommend date legidation specifying that state pensions to the surviving spouse
will not be reduced. Encourage the federal government to take similar action
relative to socid security and federd pensons.

Subrogation

Medicaid is a payer of last resort and entitled to recovery of costs incurred when there is
another source of payment (private insurance coverage, medica malpractice award,
no-fault insurance award, etc.) Michigan attempts to recover funds from third parties who
are liable for expenses incurred by the program. The state is often unaware of suits that
would result in the award of funds to which the state would have clam.

Recommendation:

Enact legidation that would contain mechanisms, including possible incentives to
attorneys who notify the state of lawsuitsin which Medicaid may have an interest.

Senior Fraud

Seniors and others with long term care needs can be vulnerable to fraud and attempts to
divert their assets to others, including relatives.

Recommendation:

The recommendations of the Governor's Work Group on Elder Abuse/Adults at
Risk of Exploitation, chared by the Family Independence Agency, should be
considered when that report is released.
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Partnership

The present system for Medicaid dligibility is largely an al-or-nothing system. In order to
qualify for Medicaid support an individua must either be impoverished or divest of ther
assets in order to qualify.

The Partnership for Long Term Care, initiated under a Robert Wood Johnson Foundation
grant, called for public-private partnership to overcome the requirement to impoverish
onesdlf to qualify for Medicaid. Partnership projects were funded by RWJ as a public-
private aliance between state governments and insurance companies. The purpose was to
combine more affordable long term care insurance with special Medicaid €igibility
standards that could better protect against impoverishment. Under this program, an
individual could have the value of his or her assets walved for Medicaid digibility
determination up to the amount of the insurance policy. However, new HCFA standards
only allow the asset protection provisions to be in effect while the insured is adive. This
prevents states from using this waiver. Instead it requires states to recover the
individual’ s assets after their death.

A second area where some limited partnership is possible is in the area of trusts. The
Omnibus Budget Reconciliation Act 93 (OBRA) allows three exceptions in which a trust
can be created and assets converted from countable to not countable. Typically these
exceptions allow funds to be placed in the trust only for the cost of care that is not
covered by Medicaid or Medicare. The value of the trust will not affect Medicaid
eligibility. Assets remaining in the trust at the time of the death must be used to
reimburse the state for any Medicaid expenditures it has made.

Recommendations:

1. Michigan should develop a program that encourages a partnership between public
and private resources and is not punitive.

2. Promote information about using long term care insurance or lega trusts to protect
assets.

3. Seek Medicad block grant from Hedth Care Financing Adminigtration (HCFA) to
alow Michigan the freedom to coordinate Medicaid and private funds.

4. Encourage the Governor and Legidature to recommend that Congress reped
OBRA 93's provisons which prohibit a sate from establishing a partnership
program where assets would be protected from estate recovery if they purchased a
long term care insurance policy.

Nursing Homes of the Future

The nursing home resident of the future will undoubtedly have significantly different
characteristics than today’ s nursing home resident. Speculation can be made about some of those
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changes. Medical advances will undoubtedly result in the nursing home resident of the future
being much older even though the length of their stay will probably be shorter rather than longer.

Other possible impacts from medical advances are more speculative. The possibility of a cure for
Alzheimer’s and other dementias through gene therapy would significantly reduce the number of
people with dementias in nursing homes. The absence of such a cure will probably result in a
sgnificant increase in the proportion of individuals with dementia who require 24 hour
residentia care.

Shifts in treatment practice and financing will also impact nursing homes. Sub-acute care for
people recovering and receiving rehab for surgery, falls and fractures, etc. is expected to increase
in the future.

Public policy will also impact the characteristics of the nursing home resident of the future.
There has aready been a decline in nursing home occupancy, largely due to the private pay
consumer selecting alternatives including home care and assisted living. Shifts in public payment
policies could have similar impacts.

All of these factors and others add up to the possibility if not probability of significant changesin
the characteristics, and potentially the numbers of nursing home residents in the future.

Stand alone nursing homes may be less desirable in the future and many people prefer to go to
continuing care retirement communities (CCRC) which offer a continuum of residential options.
Expansion of the number of CCRC's in Michigan may have policy implications that will need to
be addressed.

Recommendations:
1. Salicit input from hedthcare futurists regarding their perspectives regarding the
characteristics of the nursing home resident of the future.

2. Encourage the nursng home industry to prepare its members for changes in the
characterigtics of their resdents to assure they are prepared to effectively care for
residents with these characteristics.

Organized Systems of Care

MI-Choice Access

When individuals and families need to consider long term care (LTC), either as aresult of
the aging process or as the result of along term physical disability, it is often difficult to
know where to go for information about the options and resources available. Since many
more people will be approaching this need in the future, it becomes increasingly
important to make information readily available to al of the citizens of Michigan.
Knowing options and resource strategies as early in the planning process as possible will
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allow people to use their own and other private resources as wisely as possible. This will
also promote the most efficient and effective use of available public funds and resources.

Recommendation:

Implement the M1-Choice Access system detailed in Part 111 of this report.

Integrated Long Term Care Delivery Systems

The Long Term Care Workgroup has researched what other states have done to create an
organized and managed service delivery system designed to improve access to long term
care services, increase consumer choice and control costs. From this research the work
group has concluded that there is not one clearly preferable approach. It is possible that
different models work better in urban versus rural areas. Rather than attempting to select
one model and implement it statewide, it makes more sense to try multiple approaches in
various settings in this first phase of implementing integrated long term care delivery
systems.

Initial contracts for the Phase | models, expected to be initiated in July 2001, will be for a
minimum of three years. Phase I, when added model sites will be added, will be
initiated October 2002.

In order to promote competition and consumer choice multiple models will be alowed to
exist in the same community.

Recommendation:

To initiate phase one of the integrated long term care delivery systems during FY
2001 using four models (Long Term Care HMO, Regiona Provider Organization,
Virtual Organization, Care Coordination). PACE may be replicated as part of any of
the first four models. Implementation level descriptions are provided in Part I11 of
this Report.
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DRAFT DOCUMENTS

Descriptions of the Ml Choice Access, the LTC models and items in the Appendix represent the
information and concepts developed as of May 2000. Revisions are expected with any part of
these as the result of new information, further planning processes, additional direction from the
Long Term Care Workgroup, input from individuals and families, comment and ideas from
stakeholder groups, and negotiation with the Health Care Financing Administration.
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Michigan's Long Term Care Objective

The Long Term Care Workgroup developed the following objective to define the outcomes of
long term care reform:

To create an integrated long term system of care that improves access, choice, quality of care,
quality of life, and contains cost.

Each component of this objective has been treated with seriousness and commitment. Early on it
was recognized that the system must be integrated in order to achieve the desired improvements.
Integration brings together and focuses access and choice. It also provides the context for
consistent evaluation of quality of care, as well as the environment in which services and
supports can be effectively coordinated to better assure improved quality of life.

Integration includes not only all the services, but fundamentally it is also about funding.
Recognizing that public funds are limited, it is Michigan’s intent to maximize the effect of al
available resources by promoting systems that include multiple public funding streams and
public/private partnerships. Bringing available funding streams closer together as the system’'s
foundation supports the most effective and efficient use of dollars possible through more focused
resource alignment. Resources can be more clearly understood in terms of their relationships to
each other, and to the set of individuals and services each is available to support. Savings in one
area can idedly be redirected to other areas of greater need. Only in this way will the growing
need for long term care be able to be addressed, now and into the future.

It is important to understand the description of MI Choice Access and the long term care models
within the context of the full Long Term Care Workgroup Final Report and Recommendations.
The Workgroup understood that serving all the citizens of Michigan and fulfilling its obligation
to wisely administer public funds necessarily involves a broad and far-ranging set of strategies.
The new integrated systems of long term care that are being recommended are only one of these
strategies. They will succeed only so long as they are supported by and linked to the other
reform initiatives.

The State’s intent is to better prepare al of its citizens for eventual long term care needs by
creating an environment in which early planning and decison making enhances and extends
individual hedth and personal resources. For example, early implementation of care and
financing options preserve both wellness and financial resources. Inclusion of as many resources
as possible will promote flexibility in care planning, and the greater the care planning, the greater
the potential for resource utilization efficiency.

Communities are to be encouraged and supported in efforts to collaborate with regard to local
resources and the inclusion of people of al ages and disabilities in every aspect of community
life. Within this broader context, these models for long term care system integration are about
improving access, choice, quality of care, quality of life and cost containment for people who
reach the place in their lives where they need long term care.
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M1 Choice Access: A system for improved information,
access and choices for consumers

Introduction

When individuals and families need to consider long term care (LTC), either as a result of the
aging process or as the result of along term physical disability, it is often difficult to know where
to go for information about the options and resources available. Since many more people will be
approaching this need in the future, it becomes increasingly important to make information
readily available to al of the citizens of Michigan. Knowing options and resource strategies as
early in the planning process as possible will alow people to use their own and other private
resources as wisely as possible. This will also promote the most efficient and effective use of
available public funds and resources.

Access Challenges

Assuring that information about long term care is readily available necessarily includes assisting
people in accessing needed services and supports, if it isto be effective and helpful. Any
improved plan for addressing information and access must address the following current issues
and problems:

Need for One-Stop Shopping

People do not know where to go for information about long term care. If they are in need
of services, they are subjected to numerous barriers as they negotiate a path through the
information, referral and eigibility determination maze. Integrating information and
referral, screening, financia digibility assistance and long term care digibility
determination activities through one visible, easily accessible point of entry reduces
fragmentation and improves access for persons seeking assistance.

Need to provide unbiased information and referral services so that
people can identify and act on their preferred LTC choices

A common theme among persons seeking LTC reforms is the need to assist families and
individuals with good information and referral during a LTC crisis. Providing
comprehensive information about long term care options helps assure that families are
not inadvertently pressured into making a choice inconsistent with their preferences and
values. Good information may aso insure that families can stretch their own funds farther
by using less costly community options, thus delaying or eiminating the need for
extensive public assistance.
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Need to match resources to people’s needs

There is a need to assure efficiency in the allocation of LTC resources to those in need.
LTC consumers need assistance to evaluate their needs and to learn about all the possible
supports available. Currently many people receive the service offered by the first
organization they call, and in some situations other supports may be more appropriate and
less costly.

Need to support individuals and caregivers before a crisis situation
occurs

Research from studies in respite care for Michigan families has shown that caregivers are
often unaware of the availability of services, and are more likely to seek services during a
crigs.  This often results in the use of more expensive and less community based
interventions. It can be the precipitating factor in a nursing home admission, for
example. Had the individua and/or caregiver been aware of the availability of other
supports, less duress would occur for the consumer and caregivers, as fewer situations
would escalate to the point of crisis. Interventions used sooner are usually less expensive
than those used to respond to acrisis.

Need to stop/prevent provider ability to avoid the individuals with
needs that require more expensive resources

Presently Michigan allows both its nursing homes and waiver programs to decide who is
medically eligible for care. This sets the stage for selecting people who are relatively
easier to care for. The present arrangement also creates access problems for people with
severe functional limitations or people who exhibit undesirable behaviors.

Need to build adequate safeguards for the proposed case mix
reimbursement system for the new LTC models

As individuals are enrolled in a LTC model/plan, each will be assigned a case rate based
upon the individua’s level of care needs. It is imperative that this case rate assignment
be made fairly and by a neutral party.

Possible woodwork effect

Policy makers in Michigan and other states have been reluctant to expand community
based long term care options as alternatives to nursing home care for fear of creating
demand that would have no end. Arizona, considered by many to be a model for other
states, was judged by evaluators to have been successful because it established a
disinterested neutral screening entity to assure that al persons served through the
Medicaid system meet the same medical eligibility criteria. What this means is that
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anyone accepted into community care meets the same criterion as someone accepted into
anursing home.

The MI Choice Access System

Given the challenges and issues that must be addressed, a number of functions can be identified
that must be performed by an improved information and access process. These are:

1. Information and education for al calers

2. Referrd and linkage to appropriate other resources for dl cdlers
3. Request/problem triage

4. Longterm care digibility determination

5. Assgance with Medicaid financid digibility determination

6. Assurance of informed choice

7. Enrollment in the modd or option selected

The M1 Choice Access system is intended to serve al citizens who are interested in information
about long term care resources, not just people who are potentially Medicaid eligible. Initialy
the MI Choice Access system will only operate fully in those parts of the state where the long
term care models are in operation. Full implementation will be expanded to other parts of the
state as models are expanded.

The M1 Choice Access system is similar in design to the Medicaid Medicare Assistance Program
(MMAP). There are five primary components to the MI Choice Access system. These are:
Statewide toll free number telephone system
Loca Information and Assistance Centers
Statewide enrollment broker
Long Term Care Modds
Department of Community Hedlth centralized administrative management

The starting point for the MI Choice Access system is a single statewide toll free phone
number. When citizens call this number, they will be automatically routed to a local resource
organization, just as occurs with MMAP. A loca person in alocal organization in the caller’s
home community will actually answer the phone.

The cost of this toll free phone component is relatively inexpensive. In 1999, the MMAP
statewide system fielded nearly 34,000 calls at a cost of approximately $8,700. Maintaining this
telephone system will be the responsibility of the Department of Community Health.
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The key local component in the new process will be the local Information and Assistance
Center. Initidly these centers will exist only in the areas where the LTC models are located.
Organizations that serve as loca information and assistance centers will be selected on a
competitive basis. They will be local agencies that are well informed about resources in the
community. They will be agencies that are not involved in the management or delivery of
Medicad or Medicare financed services delivered through the models. Examples of
organizations that might be interested in functioning as an information and assistance site could
be a Center for Independent Living, a local public health department, a Commission on Aging,
an Area Agency on Aging, a United Way funded local Help Line, Alzheimer’s Association
Chapters, etc. It is possible for the local information and assistance center to be a collaborative
effort between multiple local agencies.

For those areas of the state that are not initialy covered by one of the LTC models, local
resource organizations will be designated (through a voluntary application process) as the local
long term care information and referral center. These organizations will receive al of the same
information and educational materials that are developed for the Information and Assistance
Centers. They will receive technical assistance, but will not be under contract to DCH as will the
Information and Assistance Centers.

The functions performed by the Information and Assistance Centers will include local
information and education about long term care, problem triage, referral to other community
resources, and telephone and/or in-person assessments to determine long term care digibility and
determination of level of care need. Individuals, families and referral sources will be educated
about the options and choices that are available. Initial linkage with the Family Independence
Agency will be made, when appropriate, to determine financid digibility for Medicaid.
Information and Assstance Centers will have specific responshbilities and reimbursement
covered through a contract with DCH.

When the person is seeking Medicaid financed long term care services, the information collected
by the Information and Assistance Centers will be forwarded, ideally eectronically, to a
statewide enrollment broker. The enrollment broker will verify medica digibility and, when
financid eligibility has been determined, will enroll the individua in the LTC mode/plan
availablein the area

People will be enrolled in the local long term care model. There will be a choice of more than
one model in many communities.

Each area that has a long term care model in operation will be covered by all the components of
the MI Choice Access system. Other areas of the state will not have available the full range of
services through the loca LTC Access and Information Center (specificaly assessment
services), nor will they be involved with the statewide enrollment broker or a LTC model, until
such time as the LTC model s/plans are expanded to other parts of the state.

DCH will provide a centralized administrative management function. This means al
Information and Assistance Centers will operate under the same contracts, with consistent
information and response protocols. It will aso assure that the Department is directly involved
in problem solving with the Centers so that an active partnership exists between the State and the
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Centers to assure ongoing quality improvement. DCH will aso be able to monitor and provide
needed technical assistance to the Information and Assistance Centers, as well as to the LTC
modelg/plans aso under contract to DCH. Linkage and interface issues between M| Choice
Access system components will be directly accessible to DCH for problem resolution and
support to al partiesinvolved.

The DCH administrative function will also assure centralized integration of all other LTC reform
initiatives and recommendations that are adopted by the LTC Workgroup in its final report. For
example, as other statewide information and education initiatives are implemented, DCH will
assure that these efforts are implemented through the Information and Assistance Centers. As
the collaborative housing plan being developed by DCH and the Michigan State Housing
Development Authority is implemented and begins to expand local housing options, this
resource information can be fed directly into the local information network.

Evaluation of the Ml Choice Access system, and al of its components, including that of the
DCH adminigtrative role, is critical. This sequential development of the MI Choice Access
system affords the same opportunity for thoughtful expansion, as does the approach being used
with implementation of LTC model plans. The external evaluation design and process that will
be used with the LTC models will address the outcomes of the M1 Choice Access system and
process as well.

In summary, the M1 Choice Access system will be an effective way to begin to address issues
and challenges presently faced by people who want to learn more about long term care and the
options and resources available. It will assist the state in better assuring that public dollars are
used to support the appropriate options for people who are equitably determined to be eligible for
Medicaid LTC services and supports. It provides a balanced approach between centralization to
assure statewide consistency and comprehensiveness, and the needed local response to assure
accuracy and sengitivity in responding to each individua caller’s situation within the context of
his or her own community. Findly, it alows the access system to grow gradually, so that
problems can be addressed in a manageable and prompt way as they arise. Improvements can be
more easily implemented and carried forward with expansion over time.
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MI Choice Access Flow Chart
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Long Term Care HMO

l. Introduction to the Model

A. Overview

This model will integrate acute and long term care managed care by delivering those
services through Hedth Maintenance Organization (HMO) structures. Over the last
decade HMOs have become a dominant service delivery mechanism for primary and
acute medical services. The HMO model has also been applied to long term care and
behavioral health services in a few states. HMOs receive a pre-paid fixed payment to
deliver dl heath services needed by enrollees. This assumption of risk and responsibility
creates incentives for the organization to be efficient, to closely manage care, and to
provide preventive care. Adding long term care to the medica services maintains the
incentives for medical care but aso creates incentives to manage the long term care
services better and to coordinate care across the different care settings.

This model would work best if a single HMO were created from which Medicaid long
term care beneficiaries would receive al hedth, medical, and long term care services.
However, having a single HMO is complicated by the redlity that while Medicaid pays
for long term care services, Medicare pays for most of the health and medical services for
those in the long term care eligible population. Medicare is a federal program
administered by the Hedth Care Financing Administration (HCFA). One of the
requirements of the Medicare program is that beneficiaries have the freedom to choose
their providers of medical services. While a Medicare beneficiary can choose to have
their medical services provided by an HMO, they can also choose to receive their medical
services under the fee-for-service model. The experience of other states trying to
integrate medical and long term care is that HCFA has shown reluctance to waive the
freedom of choice requirements that could require that beneficiaries receive their health,
medical, and long term care services from a single HMO. Because of this, the
development of an HMO that provides the Medicaid long term care and medical services
in coordination with health and medical services provided by Medicare is the more likely
arrangement. Medicaid is always the payor of last resort. The HMO model can be
designed to encourage beneficiaries to select the HMO for their Medicare services
through incentives. The LTC HMO modd is currently being used in the Arizona Long
Term Care System, in Minnesota, and in the Texas Star+Plus demonstration project.

The objective of implementing this model is to test if the concepts of managed long term
care developed in Arizona, Texas, and Minnesota have applicability in Michigan.
Another objective of the demonstration is to measure success in recruiting persons
eligible for both Medicare and Medicaid to obtain all of their services from the managed
care organization. Texas has had limited success in their demonstration implementation
inthisarea
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B. CoreValues

1. Long term care consumers in Michigan deserve access to the proactive care
management services and improved outcomes currently provided to acute care
consumers via Health Maintenance Organizations.

2. Itisin the vital interest of Long Term Care consumers that the financia viability
of long term care, in terms of the ability of consumers and taxpayers to continue
to finance the system, be protected through the efficiencies of managed care.

3. The prevention or delay of progressive debilitation is of primary importance to
long term care consumers, and this objective is promoted through active care
management and subsequent provision of required services at the earliest possible
juncture.

4. The integration of Medicaid and Medicare revenues create better service delivery
for consumers and positive financia incentives for providers.

C. Unique Features

1. Thismode attempts to transfer managed care technologies developed primarily in
primary care settings to long term care.

2. Medicare and Medicad funding streams are effectively integrated, without
waiver, in the event the Long Term Care HMO is also a Medicare Managed Care
or Medicaret+Choice provider.

D. Incentives

1. Consumer Incentives

- Consumers prefer to have a say in their care. Service ddivery under a person-
centered, sdf-directed plan of care worked out with the assstance of a care
manager is a strong incentive to participate. This gpproach reduces the burden
on the consumer to find and arrange for services as under a fee for service
modd.

- Enrollees may have access to vaue added services such as welness and
dternative and complementary medicine,

2. Provider incentives

- Network providers will have a stable flow of beneficiaries and single point of
contact.

- Providerswill have increased flexibility in services and settings of care.

- Implementation of familiar managed care techniques will provide opportunity to
provide care with improved cost-effectiveness while smultaneoudy promoting
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qudity.

- Opportunity to participate in a coordinated, comprehensive care plan focused on
quaity improvement, and increased patient satisfaction.

. Model Locations

A. Sitecriteria

1. Each site will have more than one long term care HMO in the area. The territory
covered in the initial projects must encompass both urban and rural care settings.
The area covered will be one or more counties.

2. Each area served by the long term care model should encompass a minimum of
2000 Medicaid long term care digibles to achieve 500+ enrollees.
B. Number of sites

1. At least two sites are desirable with the final number determined by the number
and quality of the applications.

[1l.  Model Provider Selection

A. Sdection criteria

1. These criteria are intended to reflect which organizations have a good fit with
Michigan’'s vision for a new long term care system and experience with provision
of quality long term care services in a capitated environment.

2. The idea applicant will also be a participant in Medicare managed care or
Medicare+Choice or will seek to become one.

3. In order to fulfill each of the following qualifications, strategic alliances may need
to be formed between multiple organizations and/or applicants.

4. Specific criteria of selection include:
- Egablished track record implementing managed care techniques
- Edtablished infrastructure for monitoring utilization and quaity

- Wadl defined plan for transferring managed care technologies to the long term
care environment

- Familiarity with Medicad and Medicare managed care hilling practices and
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regulations

- Bvidence of ahility to form provider network capable of providing the full range
of long term care sexvices for each target group

- Adminigrative and information systems infrastructure to support managed care
B. Selection process

1. Administrative selection based on demonstrated ability to meet established
criteriaand perform required functions.

V. Participant Eligibility

A. Target Population

1. Thetarget population includes the following groups:

- Adults with disahilities, including younger adults with long term disabling
conditions

- Fal ddely

- Individudswith dementia/Alzhemer’s
- Individudsin need of end of life care
- Involved families and caretakers

B. Specific digibility criteria
- Fnancid: Medicad digible or MedicadMedicare dud €ligible, as currently
defined by the Medicaid and Medicare programs, or:

- Fnancid: Non-Medicad digible Medicare beneficiaries may buy in to coverage
of Medicaid services asaform of long term care insurance.

- Maedicd: In need of nursng home leved of care.

C. Demographic profiles

- The HMO will serve adults with disabilities aged 18 and older, and the dderly
who have a medicad necessty for long term care services. Bendficiaries will
typicaly be financidly digible for Medicad, athough Medicare beneficiaries
who are not financidly eligible for Medicaid may buy in.
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D. Voluntary vs. mandatory

1. Medicaid services. New Medicaid enrollees in the demonstration project’s service
area will receive LTC Medicaid services through the HMO. Participation will be
voluntary for existing Medicaid long term care recipients.

2. Medicare services: Enrollees will be encouraged to select services through the
HMO (where a Medicare+Choice or Medicare Managed Care plan is available).
In order to overcome disincentives to doing so (including possible need to change
provider and perceived disadvantages of managed care among the target
population), incentives will need to be considered which might include:

- Vdue added sarvices (dternative and complementary therapies, improved
pharmacy benefit, etc.)

- Fnancid incentives (such as sdective payment of Medicare cost sharing for
managed care participants only)

E. Geographic requirements

1. Participants must reside within the HMO’ s defined service area.

V. Revenue Sources

Any third party insurance carried by the beneficiary.

Medicaid capitation payments to long term care HMO, covering long term care services and
Medicaid covered medical services.

Medicare fee-for-service payments or, preferably, capitation payments to HMO (this would
require that the HMO be a Medicare risk contractor), covering acute/primary care for Medicare
eligibles. The capitated rate paid by the Health Care Financing Administration for Medicare
beneficiaries as in any Medicare Risk Contract arrangement with an HMO would continue to be
paid. The Medicare capitation covers primary and acute care services such as doctor’s visits and
hospitalizations. Medicare does not cover pharmacy.

If a dualy €eligible person did not elect the Medicare HMO, they would continue to obtain
Medicare services as they had with assistance from the HMO. A separate capitated rate would be
paid by the State Medicaid program to cover the long term care services, pharmacy, and other
services provided to all Medicaid beneficiaries as well as to provide a strong care management
service and to provide for necessary administration of the program.
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VI. Benefit Design

Benefits will include the full range of existing Medicaid benefits available in the primary, acute,
and long term care settings. The long term care benefits will be expanded to include support for
people who live in any community based residential setting including licensed AFC and Home
for the Aged settings. The full range of Medicaid benefits is described in the Appendix.

For enrollees with dua €ligibility, when beneficiaries select the HMO for Medicare, the HMO
would provide al health and medica services. Medicare benefits may be supplemented by the
HMO to encourage Medicare participation.

For those dual eligibles not electing to receive Medicare medica services under the HMO, the
HMO would provide Medicaid services and coordinate the Medicare services.

The HMO will be allowed, but not required, to pay for room and board costs in non-nursing
home settings if they believe that would be cost effective in any specific situation.

Through the competitive selection process the Department of Community Health will encourage
value added services focused on wellness and prevention, aternative and complementary
medicine and information services. The LTC HMO will be encouraged to develop services of
value to the individuals included in long term care.

VIl.  Administrative/Management Requirements

A. Size(covered lives and/or regional boundaries)

1. The HMO should clearly document the number of covered lives it has determined
will be necessary for its financial viability, and how it has determined that a
market of sufficient size to provide this number of covered lives exists in the
proposed service area.

2. Theterritory served must be a single county or group of contiguous counties with
aminimum of 2000 Medicaid long term care eligibles.

3. The demonstration area will include a major metropolitan area and adjoining rural
areas.
B. Fiduciary/corporate structure requirements
1. The HMO must be licensed and comply with al fiduciary and solvency

requirements prescribed by state and federal government.

C. Accreditation
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1.

Accreditation by a nationally recognized accrediting body is required.

D. Profit, non-profit status

1.

Both not-for-profit and for-profit plans will be accepted.

E. MISrequirements

1.

The HMO will be required to integrate with the MI Choice Information System
(MICIYS), as well as complying with the reporting requirements of MDS, HEDIS,
OASIS, etc.

The HMO must also demonstrate staff capacity, availability of hardware/software
necessary to integrate with MICIS and related components.

F. Financial systems, claims processing

1.
2.
3.

4.

The HMO must be able to track access, services delivered, and cost.
Administrative cost must be tracked and reported as a discrete cost category.
Profit or margin must be explicitly identifiable in the cost reporting system.

Provider claims shall be paid in atimely fashion.

G. Access, utilization management system/protocols

1.

2.

Access to the model will be through the M1 Choice Access system.

The HMO is expected to use care management techniques incorporating
assessment, monitoring, targeted care management for high cost or high needs
cases and use modern information technology. Care management should be linked
into the M1 Choice Access process and aso be linked into the quality assessment
and assurance processes of the HMO.

Practice guidelines that model plans will be required to follow are under
development.

H. Organized community delivery system requirements, including collabor ative
agreements

1.

The HMO will need to establish sufficient collaborative agreements and
contractual arrangements to assure a responsive network of providers to meet the
care needs of al beneficiaries.
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2.

Collaborative agreements between various entities/applicants may promote the
smooth application/transfer of managed care technology to long term care.

. Community benefit considerations

1.

The HMO shall seek to establish services that are available to the community as a
whole, as well as to enrolled participants, including wellness programs for seniors
and adults with disabilities, preventive services, etc.

Coordinating community resources may streamline access even for those
recipients not enrolled in the HMO.

Profit or margin can be reinvested in the community in the form of additional free
or reduced cost service.

J. Acutevs. community based services management relationship

1.

2.

Acute and community based providers will be incorporated into the HMO, and as
such these services will be fully integrated.

Acute care and primary will be managed by the same corporate entity for those
dual-eligible beneficiaries sdlecting the HMO for their Medicare benefits.
Otherwise, the care manager will coordinate the enrollee’s medically necessary
acute care and routine preventive services which will be billed to Medicare under
fee-for-service. The care manager will be expected to coordinate the long term
care components with the acute/primary care provider(s).

K. Consumer and family inclusion in service system design, implementation and
monitoring

1.

Consumers will be involved in the development of outcome goals and measures
and grievance procedures.

The plan of care shall be developed using a person centered approach.

The hedlth plan must have a voluntary option available to consumers for them to
self-direct the long term care portions of their care.

L. Relationship, roleresponsibilitiesrelativeto DCH

1.

The relationship between DCH and the HMO will be contractua in nature. The
HMO will be required to provide services and supports in accordance with
contractual requirements.
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2. DCH isresponsible for quality oversight and fiscal and contractua monitoring of
the HMO.

VIIl. Financing Mechanisms

A. Ratedetermination method

1. The State will conduct an actuarially sound analysis of fee-for-service costs in the
defined service area and develop associated capitation projections.

2. The cost and capitation analysis will incorporate case mix and other adjustments
such as Resource Utilization Group Score (RUGS), age, gender, and geography in
the computation of rate cells.

3. Theactual rate will be established through a competitive bidding process.

B. Payment method

1. The Long Term Care HMO will be paid a fixed per member per month case mix
adjusted rate for all persons who are Medicaid eligible and enrolled in the plan.

C. Risk bearing strategies
1. The HMO will bear full financia risk for all Medicaid services.

2. Stop loss arrangements may be implemented in the initial years to risk share with
the State, as the capitation system is refined. Risk sharing strategies based on
corridors may be used in the first year of operation.

D. Cost containment strategies

1. Active care management will promote timely deivery of community and
preventative services designed to maintain wellness and prevent more costly acute
care services.

2. Integration of Medicaid and Medicare capitations removes the incentive for cost
and responsibility shifting and creates incentives for health maintenance.

3. ldentifying a single entity responsible for coordinating services across both
systems will result in fewer chronic health episodes and a corresponding decrease
in the growth of expenditures for hospitalizations, pharmaceuticals and related
health care costs.
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IX.

Customer Services

A. Beneficiary rights

1.

3.

The HMO shadl create information materials and tools to inform consumers of
rights and responsibilities under the plan, including the right to appeal adverse
coverage decisions and the right to a second opinion.

The consumer or authorized representative shal sign and date a statement
indicating that they have received an explanation of consumer rights and
responsibilities in writing, that the rights have been explained to them, and that
they clearly understand.

These activities shall be conducted as part of the initial assessment process.

B. Beneficiary responsibilities

1.

The beneficiary is responsible to cooperate with the efforts of the care manager to
coordinate preventative, acute/primary and long term care services.

C. Grievancesand Appeals

1.

2.

3.

Consumers have the right to contest decisions affecting eligibility and services.
Information shall be provided that clearly explains the grievance procedures
established to address the beneficiary's right to appea the decisions made by the
provider.

Additionally, Medicaid clients have the right to a Medicaid Fair Hearing before
an Administrative Law judge when they have received an adverse decision from a
Medicaid provider.

The HMO organization, and its contractor shall follow all applicable rules,
regulations, federal laws, state law and policies related to the programs
established under this proposal.

D. Customer interests (handbook, education and training opportunities,
information, etc.)

1.

2.

The HMO shall develop and maintain consumer education materials designed to
provide clear, concise, culturaly sensitive and accurate information. Educational
materias include but are not limited to a consumer handbook, bulletins or
newsletters.

At aminimum, the consumer handbook shall detail:
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- Consumer rights and responghilities
- Pan benefitsand limitations
- How to access providers and caregivers

- Therole of the care manager and how to access and work with the care manager
to develop a care plan and receive services

- Appeds processes
- Accessing emergency care

X.  Service Planning and Care Management

A. Coordination with M| Choice Access

1. Individuas shal be determined medicaly digible by an authorized Ml Choice
Access organization prior to enrollment in the HMO.

2. Information collected during the eligibility determination process shall be
provided electronically to the HMO to be used as the foundation upon which
further assessment and care planning activities are conducted.

B. Accessto plan process, services

1. Following enrollment, the HMO shall assign a primary care manager who has
responsibility for coordinating access to services within the plan. All activities
shall be conducted within established timeframes to ensure timely access.

2. While no services outside the care plan (except emergency services) will be
covered, the participant shall have timely access to re-evaluation of service needs
on demand.

3. If the customer opts for self-directed services, the care manager will educate the
customer on self-directed care and install tools and accounts necessary to support
self-directed care. The care manager will coach and monitor the self-directed care
for a three month period or as long as necessary to empower the consumer. The
use of information technology will alow automated monitoring permitting timely
intervention in the event of fraud or misunderstanding.

4. The contract will specify a minimum performance requirement for contact by the
HMO after enrollment by the MI Choice Access agent.

C. Person centered planning process, care plan development
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1. All activities shall be conducted in the context of the person-centered plan. The
development of the person-centered plan begins at enrollment. The primary care
manager shall conduct an initial assessment with active participation of the
consumer and others.

2. Based on assessment findings and expressed desires, the care manager and
consumer develop a single plan of care that coordinates al aspects of service
delivery across al care environments.

3. Consumers approve of the care plan prior to service implementation. Care
managers or the consumer arrange services from the consumer’s provider of
choice. (Consumers must have a choice of providers within the provider panel to
the maximum extent possible.)

4. When the consumer selects the voluntary option for self-directed care, care
managers monitor and assist the consumer in their care choices. Opportunity for
self-determination include:

- Deveopment of care plan, which must be approved by the participant
- Choice of providers from the provider network for many services

- The paticipant may “hire and fire’ home and community based service
providers

D. Caremanagement

1. The assigned primary care manager shall provide care management, follow-up
and monitoring on an ongoing basis according to established protocols.

2. The care manager will maintain contact with the participant, conducting in-home
reassessments a minimum of every 90 days, or upon significant change or the
recipient’s request, to ensure the participant’'s health and safety in the least
restrictive, most cost efficient setting.

3. The HMO shdl have established protocols for 24 hour crisis resolution (e.g. if a
family care giver is incapacitated due to illness or injury, the beneficiary may
require immediate re-evaluation and subsequent modification of care plan to
assure continuity of required services).

4. Individuds and family members are encouraged to assume as many of these
responsibilities for themselves as possible and desred. A variety of care
management/supports coordination models are available to meet the varying
needs and preferences of individuals.

E. Careplan outcomes evaluation, revisions
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1. Through the person-centered plan, goals and desired outcomes are established by
the participant and care manager at case onset.

2. Periodic, required reassessment and reevauation of the care plan allows for
adjustments and revisions as necessary to address identified needs.

F. Responsivenessto community, community inclusion

1. HMOs are required by law to have consumer representatives on their governing
Boards. These individuals will be substantively involved in the establishment of
policies and the assessment of cumulative outcomes.

2. HMOs will be required to have agreements with the Area Agency on Aging, the
CMH Service programs, and the Substance Abuse Coordinating agencies that
specify coordination arrangements between the respective organizations.

3. It is expected that as the HMOs create its networks for delivering care it will, of
necessity involve existing community resources. It is DCH’s intent to create a
strong link between aging/disability services and the long term care HMO without
creating overlaps in spheres of responsibility.

4. The HMO will provide opportunity for the inclusion of existing community long
term care service providers in the benefit package of the plan.

Xl. Provider Network

A. Scope and capacity of provider network

1. The HMO shal have the capacity to provide all plan benefits on a direct basis or
through affiliated providers.

2. The HMO shal assemble the network, credential providers and establish
subcontract agreements as necessary to ensure adequate capacity.

3. The HMO shall be responsible for paying providers in a timely fashion for
authorized services at the negotiated rate.
B. Provider credentialing and privileging

1. The HMO shal ensure providers meet established standards and licensing/
certification requirements prior to utilizing them in the provision of services.

2. The HMO will take reasonable efforts to ensure that provider credentialing
remains current.
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3. While providers shall not be dismissed from the network without due cause, the
HMO shall take reasonable efforts to ensure that network providers provide safe
and effective care for their beneficiaries.

XIl.  Quality Assurance

A. Quality improvement process

1. The HMO shal have a written quality assessment and improvement plan, and an
established quality improvement program

2. The plan will include, and the program shall address, at a minimum, the following
elements:
- Service utilization (see below)
- Caregiver satisfaction and turnover

- Paticipant satisfaction
- Paticipant outcomes, as derived from periodic assessment data addressng the
following:

» Physologic well being
Functiond status
Cognitive ability
Socid/behaviord function
Quadlity of life

SHety, efficacy, and timeliness of dl services identified in the plans of
care, whether clinica or non-dinicd

v Vv v Vv v

» Grievances and gppedls

» The HMO shdl achieve minimum performance sandards in each of
these areas, to be negotiated between the State and HCFA, and
documented in the HM O agreement.

B. Utilization, Performance/outcomes monitoring and evaluation

1. The continuous quality improvement process must include documentation of the
degree to which the program maximizes least-restrictive care and wellness.

2. Thisdocumentation shall include, but not be limited to:
- Inpatient hospitdization rate
- Inditutiond care utilization
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- Emergency care utilization

3. The HMO shadl establish one or more committees with both community and
consumer representation to assess outcomes data and provide recommendations to
the continuous quality improvement process.

4. The HMO shdll report annualy to the State on its progress in achieving the stated
objectives of its quality assessment plan.

5. The HMO will be evaluated on its documented performance in terms of its stated
objectives and the degree to which its performance exceeds past experience both
within the program and the market at large.

6. The HMO will be expected to submit a revised quality assurance and
improvement plan to the State annually, documenting how past shortcomings will
be addressed and past successes built upon.

Xlll. Long Term Care Reform Priorities

A. Personal responsibility

1. Individuas who are not financially eligible for Medicaid-funded benefits will be
encouraged to participate in the plan on a private pay basis.

2. Provision of care management and supports coordination will assist individuasin
using resources in a manner which allows them to support their long term care
needs for a longer period of time, delaying their entry to the public system, and
thereby reducing the overall expenditure of public funds on their behalf. In
addition, utilization of care management services will delay or prevent morbidity,
improving the beneficiary’s quality of life.

3. Any third party insurance held by the beneficiary would be the payer of first
resort.

B. Housing

1. Use of creative living environments to ensure the hedth and safety of plan
participants will be encouraged.

2. Provision of services in assisted living and other supported living environments is
expected to result in decreased health care expenditures for the target population.

3. Further, provison of services in the least restrictive, most cost effective
environment will promote the simultaneous goals of cost containment and
consumer satisfaction.
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C. Best practice guidelines

1. Appropriate elements of practice guidelines established through development and
implementation of the HCBW program will be incorporated into the contractual
expectations of the plan.

2. Practice guidelines will be provided to each plan as a basis upon which to develop
local practices.
D. Sdf Determination and self-directed care
1. For individuals who are capable of and willing to manage aspects of their own

care it is expected that a consumer-directed purchasing option be available for the
long term care components of their care.

XIV. Model Evaluation Considerations (see Evaluation Section)

A. Outcomes achieved:

1. Access

2. Quality
3. Cost

B. Model implementation integrity:

C. Evaluation process:

XV. Implementation Considerations

There has not been any experience with managed care in the long term care environment in
Michigan. Some effort will be required to adapt existing managed care techniques and
technologies for use in long term care and to bring in expertise to implement.

There are currently few Medicare managed care organizations in Michigan. The Department
will need to dialogue with applicants to encourage their entry into Medicare managed care.

Michigan will need to obtain approval of federal Medicaid waivers to test the HMO mode.
However, one strength of the HMO model is that it can achieve a virtual integration of Medicare
and Medicaid without the need for a Section 222 waiver.
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Regional Provider Organization

l. Introduction to the model

A. Overview

The Regiona Provider Organization (RPO) is a partnership between multiple provider
organizations to form a single, integrated service delivery system. It includes the full
range of acute care and long term care benefits. It applies managed care principles of risk
and capitation to a provider-driven aliance. The model utilizes a community-up design
strategy, building an integrated service delivery system around the target population
through the provider structure that exists within the defined service area. It alows the
flexibility necessary to accommodate changing community needs, recognizing that one
Size does not fit all.

Each RPO will be distinct in its organization, adjusting the partnership as necessary to
meet the changing needs of its customers. Participating organizations will likely include
an aea agency on aging, skilled and basic-care nursing facilities, primary care
physicians, hospita systems, local hedth departments, home care agencies, community
mental health services programs, assisted living residences, and other community
organizations as deemed appropriate. Its development is fluid. At a minimum its
membership must include providers that serve each of the target groups.

The model is community based, built upon resources that are available within existing
systems. However, capacity building for some services and inclusion of partners with a
broader base than a given community may be necessary in order to assure access to the
full range of acute/primary care and community benefits, and to coordinate care and
manage resources across these environments.

It is anticipated that the RPO will maximize the inclusion of people with disabilities and
the elderly in all aspects of community living. Because this model is community based, it
is intended to be particularly consumer driven and community supported in its design,
implementation and ongoing quality improvement. Therefore, an expected outcome is
that people enrolled with this model will have extensive opportunities to be woven into
the total fabric of their community—including its socia, recreational, spiritual, work and
other contributory areas of life, in addition to health care services and supports.

It is essentia for this model that it be both community supported and community based.
It is expected that the RPO will be viewed by the community as an extension of itself, in
many ways. Therefore, the RPO will give active consideration to its contributory rolein
the quality of life of the community, as well as that of its members. The community
support that is given in return offers the potential to explore and expand new ways to
blend public and private resource partnerships. This could occur at the system level in
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terms of who the partners are in the RPO or with whom the partnership has contracts and
coordinating agreements. For individuals considering enrolling in a M1l Choice plan, the
potential exists for people to enroll on a private pay basis or through public subsidy, as a
mechanism for blending private and public resources at the consumer level. This would
alow individuals access to supports and assistance with resource management earlier in
the aging or disability process, extending both health and private resources.

Because the model is community based, it provides maximum opportunity for a plan to
be constructed in a way that reflects and is sensitive to local cultural, economic and
demographic profiles. It offers the opportunity for providers who have historicaly
served these individuals and their families with commitment and understanding to help
shape the new environment through responsible system administration and management,
under a capitated, full risk model. This will require new ways of thinking and doing
business for these entities, but it offers a leadership role for those willing and capable of
aligning themselves differently under this mode.

B. CoreValues

1. Loca provider organizations know and understand the needs of local consumers
and can organize an integrated service delivery system to meet those needs.

2. Local providers are known and trusted by local consumers. Local providers are
responsive to local oversight and accountability.

3. The full range of services available in the community should have the tools and
incentives necessary to coordinate their efforts to ensure that appropriate services
are delivered efficiently and in the least disruptive manner possible.

C. Unique Features

1. The RPO mirrors the federally defined Provider Service Organization's
fundamental design strength: cost and quality are controlled by the same party—
the providers—rather than being controlled by separated parties which are then
necessarily in some degree of conflict with each other (asin atraditiona HMO).

2. While the potential exists for this to create a moral hazard, committed providers
within the RPO will be incentivized by their professonal commitment to the
patient to provide quality care while they are simultaneously incentivized by their
financial stake in the organization to avoid waste.

3. Inlight of this, it will be important for the integrity of the system (as well as for
compliance with federal law) to avoid financia arrangements that link individual
provider resource utilization to remuneration. Instead, any financia incentives
should be linked to the performance of the organization as awhole.
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4. However, financia structures that incentivize individual provider’s quality of care
remain desirable.

5. Being community based, this system will minimize disruption in current service
delivery (i.e. individuals can keep their existing providers to the extent they
participate in the provider organization.)

6. Unification of the full range of service providers under one organization will
promote communication, coordination of service delivery, preservation of
wellness, and cost effectiveness.

7. This model can evolve from current primary long term care providers---waiver
agents and nursing facilities.

8. Has the potential to leverage informal community resources including volunteer
programs.

D. Incentives

1. Consumer Incentives

- Allows consumers to continue to use thelr community providers but in a
streamlined, less fragmented manner.

- Sevice ddivery under a person-centered, sdf-directed plan of care developed
with the assstance of care manager where desired, will promote wellness and
prevent debilitation.

2. Provider Incentives

- Provides opportunity for improved cost-effectiveness through coordination of
existing community resources and funding streams.

- Provides opportunity to improve patient satisfaction through increased quality
and better outcomes.

- Assures opportunity to be a part of the provider pand for Medicaid long term
care.

. Model Locations

A. Sitecriteria

1. ldedlly, the model will be tested in a variety of settings, both urban and rural, and
within single and multiple county service areas.
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2.

Each dsite should encompass a minimum of 2000 Medicad long term care
eligibles to achieve 500+ enrollees.

B. Number of sites

1. A minimum of three is desired, with the final determination dependent upon the

number and scope of applications received.

[1l.  Model Provider Selection

A. Sdection criteria

1.

Desired characteristics of an RPO include experience serving the target
population, demonstrated ability to manage benefits, proficiency in consumer
choice models, sufficient administrative infrastructure and operational capacity to
efficiently manage the system, cetification of risk bearing capabilities,
independent price calculations, and a willingness to fulfill al conditions of
participation. Specifically:

Partnership must include agencies/organizations with demonstrated individual or
collective experience in the provision of acute/primary health care services, care
management/supports coordination, and long term care services and supports to
the target population

Member organizations must represent all of the target populations. Member
organizations may be readily identified as doing so by the target populations.

Member organizations must demonstrate the capacity to organize and build
effective partnerships within the community.

Member organizations must demonstrate prior experience in  working
collaboratively with each other and the community.

Partnership must have ability to receive and manage required revenue sources.

Partnership must be organized as a lega entity capable of :bearing full risk within
3 years (have or develop ability to serve as PSO or AFDS or HMO) meeting
solvency requirements (to be established)

B. Selection process

1.

Administrative selection based on demonstrated ability to meet established
criteriaand perform required functions.
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V. Participant Eligibility

A. Target Population

1.

o

Adults with disabilities, including younger adults with long term disabling
conditions

Frail elderly
Individuas with dementia/Alzhemer’s
Individuals in need of end of life care

Involved families and caretakers

B. Specific Eligibility Criteria

1.

Financia: Medicaid eligible or Medicad/Medicare dua €ligible, as currently
defined by the Medicaid and Medicare programs, or:

Non-Medicad dligible beneficiaries may buy-in to coverage of Medicaid services
asaform of long term care insurance, or:

The RPO may leverage other revenue sources that will allow it to serve or
subsidize care for people not financially digible for Medicaid. The RPO may use
re-directed Medicaid savings for this purpose as well.

Medical: For Medicaid eligibles, in need of nursing home level of care.

Medical: For non-Medicad e€ligibles, medical digibility criteria will be
established either by the funding source or the RPO.

C. Demographic Profiles

1.

The RPO will serve adults with disabilities aged 18 and older, and the elderly who
have amedica necessity for long term care services.

D. Voluntary vs. Mandatory

1.
2.
3.

Participation will be voluntary for existing Medicaid LTC recipients.
Participation will be mandatory for new Medicaid long term care enrollees.

Coordination of Medicare benefits will be voluntary until such time as the federd
government approves awaiver or the RPO becomes a medicare risk contractor.
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4. Private pay individuals will participate on a voluntary basis.

5. Other revenue sources managed by the RPO may require mandatory participation.

E. Geographic requirements

1. Participants must reside within the RPO’ s defined geographical service area.

V. Revenue Sources

Revenue sources will include Medicaid on a capitated basis, Older Americans Act and other
aging services funding, local funding, private insurance, and private funds.

Medicare will be included either at the point the RPO achieves Medicare risk contractor status or
when afederal waiver is approved.

The nature and scope of agencies included in the partnership could leverage additiona local
revenues.

VI. Benefit Design

Benefits will include the full range of existing Medicaid benefits available in the primary, acute,
and long term care settings. The long term care benefits will be expanded to include support for
people who live in any community based residential setting including licensed AFC and Home
for the Aged settings. Medicaid benefits are described in the Appendix.

RPO coordinates Medicare benefit for enrollees with dual digibility who do not enroll with the
RPO for their Medicare services.

State and federal aging, behavioral hedth benefits and other publicly—funded services and
supports are coordinated and/or integrated to the extent that the respective fund management
entities are included in the partnership.

The RPO will be allowed, but not required, to pay for room and board costs in hon-nursing home
settings if they determine doing so would be cost effective in any specific situation.

Through the competitive selection process the Department of Community Health will encourage
value added services focused on wellness and prevention aternative and complimentary medical
services. The RPO will be encouraged to develop services of vaue to the individuas included in
long term care.
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VIl.  Administrative/Management Requirements

A. Size(covered lives and/or regional boundaries)

1.

The RPO should clearly document the number of covered lives it has determined
will be necessary for its financia viability, and how it has determined that a
market of sufficient size to provide this number of covered lives exists in the
proposed service area.

The territory served must be a single county or group of contiguous counties with
aminimum of 2000 Medicaid long term care eligibles.

B. Fiduciary/corporate structure requirements

1.

The RPO must demonstrate strong management structures that favor financial
accountability and quality outcomes.

The RPO must have a plan for meeting State and Federal fiscal requirements for
assuming risk.

Specia favor will be shown to applicants presenting a plan for organizing at some
point in the future as a Provider Service Organization as defined by HCFA.

The RPO shal have a governing board with representation from community
members and consumers.

The RPO must be organized either as an Alternative Healthcare Financing and
Delivery System, a Provider Service Organization, a SHMO or an HMO.

The RPO partnership must initialy have representation from one or more
providers serving each of the long term care target populations and subsequently
from acute/primary providers as well.

C. Accreditation

1.

If not already accredited by a nationally recognized body, the RPO must submit
an acceptable plan and timetable for achieving such accreditation.

D. Profit, non-profit status (including administr ative cost/cap)

1.

The RPO will be a partnership that may include for-profit, not-for-profit and/or
governmental entities. The fiscal fiduciary may be profit or non-profit.

E. MISrequirements
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1.

2.

The RPO will be required to integrate with the MI Choice Information System
(MICIYS), as well as complying with the reporting requirements of MDS, HEDIS,
OASIS, etc.

The RPO must aso demonstrate staff capacity, availability of hardware/software
necessary to integrate with MICIS and related components.

F. Financial systems, claims processing

1.
2.
3.

4.

The RPO must be able to track access, services delivered, and cost.
Provider claims shall be paid in atimely fashion.
Administrative cost must be tracked and reported as a discrete cost category.

Profit or margin must be explicitly identifiable in the cost reporting system.

G. Access, utilization management system/protocols

1.

2.

Access to the model will be through the M1 Choice Access system.

The RPO is expected to use care management techniques incorporating
assessment, monitoring, targeted care management for high cost or high needs
cases and use modern information technology. Care management should be linked
into the M1 Choice Access process and also be linked into the quality assessment
and assurance processes of the RPO.

Practice guidelines that model plans will be required to follow are under
development.

H. Organized community delivery system requirements, including collabor ative
agreements

1.

The RPO shal maintain contractual relationships and/or collaborative agreements
that encompass the full continuum of primary, acute and long term care services
that may not be included as member partners.

. Community benefit considerations

1.

The RPO shall seek to establish services that are available to the community as a
whole as well as enrolled participants, including wellness programs for seniors
and adults with disabilities, preventive services, etc.

Coordinating community resources may streamline access even for those
recipients not enrolled in the RPO.
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3. Profit or margin can be reinvested in the community in the form of additional free
or reduced cost service.
J. Acutevs. community based services management relationship

1. Medicaid acute and community-based providers will be incorporated into the
RPO, and as such these services will be fully integrated.

2. Until such time as the RPO is an approved Medicare risk contractor, the RPO will
coordinate acute and primary services for dually eligible enrollees.
K. Consumer and family inclusion in service system design, implementation and

monitoring

1. Consumers will be involved in the development of outcome goas and measures,
and in grievance procedures.

2. Theplan of care shall be developed using a person centered approach.
3. The hedlth plan must have a voluntary option available to consumers to self-direct
the home-based long term care portions of their care.
L. Relationship, roleresponsibilitiesrelativeto DCH

1. The relationship between DCH and the RPO will be contractual in nature. The
RPO will be required to provide services and supports in accordance with
contractual requirements.

2. The Department of Community Health is responsible for quality oversight and
fiscal and contractual monitoring of the RPO.

VIIl. Financing Mechanisms

A. Ratedetermination method

1. The State will conduct an actuarially sound analysis of fee-for-service costs in the
defined service area and develop associated capitation projections.

2. The cost and capitation analysis will incorporate case mix and other adjustments
such as Resource Utilization Group score (RUGS) age, gender, and geography in
the computation of rate cells.

3. Theactual rate will be established through a competitive bidding process.
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B. Payment method

1.

Initidly services will be rembursed on a feefor-service basis. Expenditure
targets will be established for the RPO to manage with-in. A fixed administrative
fee for the RPO will be established through a competitive bidding process.

Movement to capitation can be on a phased basis, starting with long term care and
moving to acute/primary if desired by the applicant.

Eventualy (within no more than 5 years) payment for both acute/primary and
long term care services will be made on a capitated, per member per month basis.

C. Risk bearing strategies

1.

Financia control is obtained initially through establishment of expenditure targets
and risk sharing arrangements.

Through time, as the RPO grows into a full managed care entity, it assumes an
increased amount of risk.

Within the RPO, risk is shared among partners in a manner that is defined by the
partnership.

D. Cost containment strategies

1.

Active care management will promote timely deivery of community and
preventative services designed to maintain wellness and prevent more costly acute
care services.

Identifying a single entity responsible for coordinating services across both
systems will result in fewer chronic health episodes and a corresponding decrease
in the growth of expenditures for hospitalizations, pharmaceuticals and related
health care costs.

IX. Customer Services
A. Beneficiary rights
1. The RPO shadl create information materials and tools to inform consumers of
rights and responsibilities under the plan, including the right to appeal adverse
coverage decisions and the right to a second opinion.
2. The consumer or authorized representative shal sign and date a statement
acknowledging that an explanation of consumer rights and responsibilities has
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been provided in writing, that their rights and responsibilities have been explained
to them, and that they clearly understand.

3. These activities shall be conducted as part of the initial assessment process.

B. Beneficiary responsibilities

1. The beneficiary is responsible to cooperate with the efforts of the case manager to
coordinate preventative, acute/primary and long term care services.

C. Grievancesand Appeals

1. Consumers have the right to contest decisions affecting eligibility and services.
Information shall be provided that clearly explains the grievance procedures
established to address the beneficiary's right to appeal the decisions made by the
provider.

2. Additionally, Medicaid clients have the right to a Medicaid Fair Hearing before
an Administrative Law judge when they have received an adverse decision from a
Medicaid provider.

3. The RPO organization, and its contractor shall follow al applicable rules,
regulations, federal laws, state law and policies related to the programs
established under this proposal.

D. Customer interests (handbook, education and training opportunities,
information, etc.)

1. The RPO shall develop and maintain consumer education materials designed to
provide clear, concise, culturally-sensitive and accurate information. Educational
materials include but are not limited to a consumer handbook, bulletins or
newsletters.

2. At aminimum, consumer handbook shall detail:
- consumer rights and respongbilities
- plan benefits and limitations
- accessing providers and caregivers
- appedsprocesses
- accessing emergency care
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X.  Service Planning and Care Management

A. Coordination with M| Choice Access

1. Individuas shdl be determined medicaly digible by an authorized MI Choice
Access organization prior to enrollment in the RPO.

2. Information collected during the dligibility determination process shall be
provided electronicaly to the RPO to be used as the foundation upon which
further assessment and care planning activities are conducted.

B. Accessto plan process, services

1. Following enroliment, the RPO shall assign a primary care manager who has
responsibility for coordinating access to services within the plan.

2. While no services outside the care plan (except emergency services) will be
covered, the participant shall have timely access to re-evaluation of service needs
on demand.

3. The contract will specify a minimum performance requirement for contact by the
RPO after enrollment by the M1 Choice Access organization.

4. If the customer opts for self-directed services, the care manager will educate the
customer on self-directed care and install tools and accounts necessary to support
self-directed care. The care manager will coach and monitor the self-directed care
for a three month period or as long as necessary to empower the consumer. The
use of information technology will alow automated monitoring permitting timely
intervention in the event of fraud or misunderstanding.

C. Person centered planning process, care plan development

1. All activities shall be conducted in the context of the person-centered plan. The
development of the person-centered plan begins at enrollment. The primary care
manager shall conduct an initial assessment with active participation of the
consumer and others.

2. Based on assessment findings and expressed desires, the care manager and
consumer develop a single plan of care that coordinates al aspects of service
delivery across al care environments.

3. Consumers approve of the care plan prior to service implementation. Care
managers arrange services from the consumer’s provider of choice. (Consumers
must have a choice of providers within the provider panel to the maximum extent
possible.)
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4. When the consumer selects the voluntary option for self-directed care, care
managers monitor and assist the consumer in their care choices. Opportunity for
self-determination include:

- Deveopment of care plan which must be approved by the participant
- Choice of provider from provider network for many services
- Theparticipant may “hire and firé’ home and care service providers

D. Caremanagement

1. The assigned primary care manager shall provide care management, follow-up
and monitoring on an ongoing basis according to established protocols.

2. The care manager will maintain contact with the participant, conducting in-home
reassessments a minimum of every 90 days, or upon significant change or
participant request, to ensure the participant’s health and safety in the least
restrictive, most cost efficient setting.

3. The RPO shall have established protocols for 24 hour crisis resolution (e.g. if a
family care giver is incapacitated due to illness or injury, the consumer may
require immediate re-evaluation and subsequent modification of care plan to
assure continuity of required services).

4. Individuds and family members are encouraged to assume as many of these
responsibilities for themselves as possible and desred. A variety of care
management/supports coordination models are available to meet the varying
needs and preferences of individuals.

E. Careplan outcomes evaluation, revisions

1. Through the person-centered plan, goals and desired outcomes are established by
the participant and care manager at case onset.

2. Periodic, required reassessment and reevaluation of the care plan allows for
adjustments and revisions as necessary to address identified needs.

F. Responsivenessto community, community inclusion

1. Because the RPO has, in some respects, the community as both its “owner” and
its beneficiary, it is involved in a dynamic, reciprocal relationship with the
community.

2. The RPO partnership is developed in a manner that creates the flexibility
necessary to address the ever-changing needs of community members.
Community and private resources are utilized in partnership with public funds to

Part I11: Regional Provider Organization Page 79



develop a sarvice system based on the values and expressed needs of the
community as awhole, as well as those of the individuas enrolled.

Providers, community stakeholders and consumers are al involved in service
development and plan evaluation.

The community is understood to be “inside’ and part of the RPO—and therefore
its enrollees are intended to be able to move seamlessly across all aspects of
community living. This represents one of the most unique and most exciting
aspects of the RPO model.

Xl. Provider Network

A. Scope and capacity of provider network

1.

The RPO shall have the capacity to provide plan benefits on a direct basis or
through affiliated providers.

The RPO shdl assemble the network, credentia providers and establish
subcontract agreements as necessary to ensure adequate capacity.

The RPO shal be responsible for paying providers in a timely fashion for
authorized services at the negotiated rate.

B. Provider credentialing and privileging

1.

3.

The RPO shal ensure providers meet established standards and licensing/
certification requirements prior to utilizing them in the provision of services.

The RPO will take reasonable efforts to ensure that provider credentialing
remains current.

While providers shall not be dismissed from the network without due cause, the
RPO shall take reasonable efforts to ensure that network providers deliver safe
and effective care for plan beneficiaries.

XIl.  Quality Assurance

A. Quality improvement process

1.

The RPO shall have a written quality assessment and improvement plan, and an
established quality improvement program.
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The plan will include, and the program shall address, at a minimum, the following
elements:

- Savice utilization (see below)

- Caregiver satisfaction and turnover

- Paticipant satisfaction

- Paticipant outcomes, as derived from periodic assessment data addressing the
following:
» Physologic well being

Functional status

Cognitive ability

Socia/behaviord function

Qudity of life

SHety, efficacy, and timeliness of dl services identified in the plans of
care, whether clinica or non-clinical.

v Vv Vv Vv Vv

» Grievances and gppedls

» The RPO shdl achieve minimum performance standards in each of
these areas, to be negotiated between the State and HCFA, and
documented in the RPO agreement.

B. Utilization, Perfor mance/outcomes monitoring and evaluation

1.

The continuous quality improvement process must include documentation of the
degree to which the program maximizes least-restrictive care and wellness.

This documentation shall include, but not be limited to:

- Inpatient hospitdization rate

- Inditutional care utilization

- Emergency care utilization

The RPO shdl establish one or more committees with both community and

consumer representation to assess outcomes data and provide recommendations to
the continuous quality improvement process.

The RPO shall report annually to the State on its progress in achieving the stated
objectives of its quality assessment plan.

The RPO will be evauated on its documented performance in terms of its stated
objectives and the degree to which its performance exceeds past experience both
within the program and the market at large.
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6. The RPO will be expected to submit a revised quality assurance and improvement

plan to the State annually, documenting how past shortcomings will be addressed
and past successes built upon.

XIll. Long Term Care Reform Priorities

A. Personal responsibility

1.

3.

Individuals who are not financialy eligible for Medicaid-funded benefits will be
encouraged to participate in the plan on a private pay basis.

Provision of care management and supports coordination will assist individuas in
using resources in a manner which allows them to support their long term care
needs for a longer period of time, delaying their entry to the public system, and
thereby reducing the overall expenditure of public funds on their behalf.

Any third party insurance held by the participant will be the primary payer.

B. Housing

1.

Use of creative living environments to ensure the hedlth and safety of plan
participants will be encouraged.

Provison of services in licensed and unlicensed assisted living and other
supported living environments is expected to result in decreased health care
expenditures for the target population.

Further, provison of services in the least restrictive, most cost effective
environment will help achieve the desired goal of cost containment.

C. Best practice guidelines

1.

Appropriate elements and practice guidelines established through development
and implementation of the home and community based waiver program will be
incorporated into the contractual expectations of the plan.

Practice guidelines will be provided to each plan as a basis upon which to develop
local practices.

D. Sdf Determination and salf-directed care
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1. For individuals who are capable of and willing to manage aspects of their own
care it is expected that a consumer-directed purchasing option be available for the
long term care components of their care.

XIV. Model Evaluation Considerations (see Evaluation Section)

A. Outcomes achieved:

1. Access

2. Quality
3. Cost

B. Model implementation integrity:

C. Evaluation process:

XV. Implementation Considerations

The organizational structure of the RPO has to be further defined. Community-based
organizations that are designated as required partners are currently not organized to bear risk.

Organizations that will be partners are currently often competitors, with very different ideas on
how the needs of the target population should be met.

It will be necessary to obtain approva of federa Medicaid waivers to test the RPO model.
Future integration of the Medicare benefit will require a Section 222 waiver.
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Virtual Organization

l. Introduction to the model

A. Overview

Over the past few years, virtual organizations have begun to rapidly emerge as a dynamic
organizing model for business. Once just an idea, “e-business’ is here today as a way to
buy cars, to purchase clothes and to arrange services al from your home. The virtua
organization is an e-business model characterized by electronic communication linking
together components of a corporation, or partner corporations, to respond to market
opportunities. A virtual organization does not need to own al parts of the business
organization to meet a particular market demand. It can add parts through contract,
agreement, and electronic linkages. Advantages of the modd include great flexibility and
partnerships and work arrangements that are not bound by geographic considerations.
Application of ‘just in time” inventory and the use of flexible contracting arrangements
are other characteristics of virtua organizations. In the health care sector, virtual
organizations are part of network creation and management. Increasingly health systems
are ‘wired” to link al providers and many hedlth systems are exploring e-business
concepts.

B. CoreValues

1. Long term care consumers in Michigan deserve to reap the benefits of rapidly
devel oping information technologies.

2. Information technology should be made user friendly and accessible to long term
care consumers.

3. Access, quality, and cost-effectiveness can and must be maximized through the
application of information technology and virtual organization theory.

4. Virtua organizations provide opportunities to leverage personal responsibility.

C. Unique Features

1. The virtual organization utilizes information technology and modern system
design theory to revolutionize the delivery of long term care services.

2. Consumers will have unprecedented access to information and automated,
streamlined service referral and delivery.
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3. Providers will have unprecedented access to resource alocation and consumption
data, which can maximize efficiency and allow rapid identification of needs and
quality issues.

4. Assessments and servicesflow in rea time.
5. Flexible and responsive to consumer needs.

6. Quality can be monitored and encouraged in real time

D. Incentives

1. Consumer Incentives

- Centralized access to an unprecedented array of information that facilitates
access and provider selection that is controlled by the consumer and family.

- Ease of access to a vast array of information about long term care options,
providers and their own care plan from their own home, the office of ther care
manager, and other settings.

- Sevice ddivery under a person-centered, sdf-directed plan of care developed
with the assstance of care manager where desired.

2. Provider incentives

- Centralized access to unprecendented array of information facilitating efficient
sarvice provison and resource utilization

- Opportunity to administer a coordinated, comprehensve care plan facilitated
through improved information access leading to cost savings qudity
improvement, and increased patient satisfaction.

E. A Virtual Organization Story

The following story depicts an interaction with the imagined virtual organization from the
consumer point of view and introduces concepts from the approach:

Rose is an 87 year-old widow with diabetes and deficiencies in three late onset Activities
of Daily Living. She has managed to remain in her home and wants to stay there but
needs some help. Her 71 year-old daughter Sarah, who has helped her, is sick and can’t
help out as much. Rose goes to the local senior center to learn about services available.
There is a person there from the local information and assistance center with a computer.
They talk about Rose's needs, strengths and desires, then complete an assessment process
immediately. The assessment computer is linked to a set of long term care services
through the organization responsible for service channeling. The person completing the
assessment receives immediate feedback telling them what the assessment said about
Rose's service needs and a case-mix indicator. Rose and the senior center worker review
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and discuss the recommendations. Because of financial tests built into the assessment
Rose would be routed eectronicaly to the County Family Independence Agency to
schedule a visit to apply for public assistance. At the same time routing logic would link
Rose and the caseworker into a clearinghouse for the services that seem appropriate to
Rose.

The clearinghouse would contain dynamic links so that Rose would be linked
immediately to a home health provider with available capacity. The consumer could
browse something like a web site that would contain cost information and maybe even an
on-line tour of the provider and its services. After the electronic tour Rose decides to
enrall in the VO and decides to manage her own care. She is assigned a care manager
and given a monthly budget as part of the VO's voluntary self-determination option. She
goes home and links in via her Web TV and immediately schedules the intake
appointment, and verifies and forwards her assessment information. The system updates
the clearinghouse by putting a hold on one home health opening that was previously
available and at the same time notifying the FIA that services are available pending their
eligibility determination for assistance. (If Rose's internet link is down, she just cals the
clearinghouse and makes choices with her push button phone, or talks to a facilitator, if
she needs persona contact.) The home health site receives the assessment and consumer
preference information and sends a welcoming e-mail to Rose. The assessment and
service package indicate that other services such as physica therapy services and home
modification services are needed. Rose notifies the responsible organization that she is
interested but needed to wait for the pending eligibility determination. Rose sends e-mail
to her care manager that she needs help finalizing the home modification and arranging
for physical therapy paid for by Medicare. With Rose’'s permission and an electronic key
from her, the care manager pulls up Rose's information and forwards a notice to the
physical therapy partner organization and to the building contractor to schedule services.
Because Medicare covers therapy, the physical therapy provider immediately schedules
the therapy assessment visit and updates the clearinghouse that one less assessment time
period is avalable in the following week. The housing modification contractor
electronically pencils in the work but waits for digibility determination and direction
from the organization managing the care. When the therapy provider completes the
assessment, information on the service and billable events becomes available in real time
to the coordinating agency and to the Department of Community Health for payment and
program management. The care manager sends a note back to Rose telling her that the
arrangements have been made. Appropriate amounts have been subtracted form Rose's
monthly budget for services and holds put on funds for services scheduled for future
periods.

The care manager also notes that Rose's daughter needs some respite to assist her in
continuing to help her mother. She checks a box on the electronic form and the system
automatically sends out a letter telling Sarah about the local respite program and the adult
day care. It also points Sarah to a local web-site that provides information on caring for
someone with diabetes and even has a chat room to discuss what's going on with
caregivers like Sarah. The worker sets the computer to call Rose on the afternoon that
Sarah is not there to remind her to take her insulin.  From then on, every Thursday
afternoon, Rose gets a call asking her if she took her insulin. Her voice response of “yes’
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is stored in a database. If Rose says “no”, the computer calls Rose back in an hour. At
this point if the response is not “yes’, the computer notifies Rose's care manager, who
gives her acall.

Model Locations

A. Sitecriteria

1. Development of this model will depend on strategic partnerships between
provider organizations and technology companies. At this time we anticipate that
this model will require cooperative development that involves state, loca and
business organizations.

2. Size — The territory served must include a minimum of 2000 Medicaid long—term
care recipients with an anticipated enrollment of 500+ people. However, one of
the characteristics of the virtual organization is scalability and therefore, different
enrollment targets may be suggested and justified in the application.

3. Location — The virtual organization uses technology to reach across geographic
barriers. In terms of recipients, specia favor will be shown to projects designed
to serve both rural and urban recipients. High speed communication lines and
technology availability are desirable features in a development site.

B. Number of sites

1. The modd will be initially tested in at least one area that includes both urban and
rura settings. The location will be selected to leverage local provider interest and
support for emerging technologies. However one of the characteristics of a
virtual organization is its scalability. Depending on the proposa the system could
initially be developed in a limited setting and expanded as part of the
demonstration effort.

2. Added sites may be selected based on the applications received.

Model Provider Selection

A. Sdection Criteria

1. The Virtua Organization model requires a blending of technology and health
service expertise. Because this is new approach, the selection criteria are intended
more as guiding principles than as specifications for selection.
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2. Desired characteristics of a virtual organization encompass skill and knowledge
components: a management component focused on demonstrated ability to
manage and deliver high quality long term care and medical benefits, and proven
proficiency in consumer choice models, a technology component including
experience in systems and technology integration and consumer-friendly use of
web and telephony; and a service component including experience serving the
target population across a full continuum of long term care and acute and primary
care. Specificaly:

Patnerships to include businesses, agenciess, and organizations with
demongtrated individud or collective experience in the provison of
acute/primary hedth care services, care management/supports coordination, and
the full continuum of long term care services and supports to the target
population as well as proven experience ddivering services through an ebusness
modd.

Strong ties to community organizations.

The patners demondrate successful implementation of — user-friendly
communication technology including communication, information sharing,
electronic commerce, qudity monitoring, and customer communication.
Communication means will include telephone, computer-based, and in person
contact.

The organization demongrates proven ability to implement federal and date
assessment requirements at points of service that insure the customer flexible
entry to the organization and obtaining medica and long term care services.

The partnership must provide the full continuum of long term care, primary care,
and acute care servicesin the service area

The patnership must aso provide information-based services that assst
customers in managing their own long term care services and in asssting the
State in managing service ddivery and qudity.

The sarvice ddivery syssem mugt include provisons for person centered care
planning and for eectronic sdf-directed care for home-based services.
Participant counsdors must be avalable to assst consumers in making care
management decisons. Participant counsdors must be available by eectronic
communication, telephone, and in person, if necessary.

Member organizations must demonstrate evidence of high quaity performance
in past work. Extensive references must be provided.

Partnership has ability to receive and manage required revenue sources.

Partnership is organized as a legd entity capable of bearing risk (have or develop
ability to serve as HMO, PSO or AFDS) and can meet solvency requirements (to
be established)

B. Selection process
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- Adminigrative sdection based on demondrated ability to meet established
criteriaand perform required functions.

V. Participant Eligibility

A. Target Population

1.

Adults with disabilities, including younger adults with long term disabling
conditions

Frail elderly
Individuas with dementialAlzhemer’'s
Individuals in need of end of life care

Involved families and caretakers

B. Specific digibility criteria

1.

Financia: Medicad eigible or Medicad/Medicare dua €ligible, as currently
defined by the Medicaid and Medicare programs, or:

Non-Medicaid digible beneficiaries may buy-in to coverage of Medicaid services
asaform of long term care insurance, or:

The VO may leverage other revenue sources that will alow it to serve or
subsidize care for people not financialy digible for Medicaid. The VO may use
re-directed Medicaid savings for this purpose as well.

Medical: For Medicaid digibles, in need of nursing home level of care.

Medical: For non-Medicaid eligibles, medical €igibility criteria will ether be
established by the funding source or the VO.

C. Demographic profiles

1.

The virtual organization will serve adults with disabilities aged 18 and older, and
the elderly who have a medical necessity for long term care services.

D. Voluntary vs. mandatory

1.

Participation will be voluntary for existing Medicaid LTC recipients.
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2. Participation will be mandatory for new Medicaid long term care enrollees.

3. Coordination of Medicare benefits will be voluntary until such time as the federd
government approves awaiver, or becomes a Medicare risk contractor.

4. Private pay individuals will participate on a voluntary basis.

E. Geographic requirements

1. Participants must reside within the defined service are area of the virtua
organization to receive services from the organization. Information services that
are available through web-based tools must be available to the public as well as to
enrollees.

V. Revenue Sources

Revenue sources will include a Medicaid per enrollee per month capitation, Older Americans
Act and other aging services funding, local funding, private insurance, and private funds.

Medicare will be included either at the point the VO achieves Medicare risk contractor status or
when a federal waiver is approved.

The nature and scope of agencies included in the partnership could leverage additiona local
revenues.

VI. Benefit Design

Benefits will include the full range of existing Medicaid benefits available in the primary, acute,
and long term care settings. The long term care benefits will be expanded to include support for
people who live in any community based residential setting including licensed AFC and Home
for the Aged settings. Medicaid benefits are described in the Appendix.

The VO will coordinate Medicare benefit for enrollees with dual €igibility who do not enrall
with the VO for their Medicare services by providing case management, monitoring and
information services.

State and federal aging, behavioral hedth benefits and other publicly—funded services and
supports are coordinated and/or integrated to the extent that the respective fund management
entities are included in the partnership or through cooperation agreements.

Sophisticated information services will be provided to members and the public. Privacy of
members will be protected.
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The VO will be alowed, but not required, to pay for room and board costs in non-nursing home
settings if they believe that would be cost effective in any specific situation.

Through the competitive selection process the Department of Community Health will encourage
value added services focused on wellness and prevention, aternative and complimentary
medicine and information. The VO will be encouraged to develop services of value to the
individuasincluded in long term care.

VII.

A. Assistive Technology in LTC

1. Assistive technology has enormous potential to enhance both the effectiveness

and efficiency of long term care. While it is relevant to any modd of service
management, its potential may be most fully redlized in the Virtua Organization
model.

In al models, long term care would be enhanced by assessment methodologies
that facilitated consideration of assistive technology options (e.g. bathroom
modifications vs. persona care for bathing, or electronic reminders vs.
supervision for ADLS). A management entity would also need the capacity to do
specific assessments (e.g. speech and language assessments for communication
devices), and to provide consumers with services that promoted informed choice
and addressed resistance to technology (e.g. aloan “library” of devices, or an AT
center for testing different devices).

. The Virtua Organization model would provide a setting for exploring more

extensve technologies and emerging technologies. For example, a Virtud
Organization might use the internet to inform consumers of assistive technology
options, or offer self-assessment instruments to clarify need and interests. An
individua might use environmental controls to increase persona independence
and reduce the need for persona care. Or, rural consumers might use home
computers for audio and video interaction with care managers, medical personnel
and a support network.

Administrative/Management Requirements

A. Size(covered lives and/or regional boundaries)

1. The VO should clearly document the number of covered lives it has determined

will be necessary for its financial viability, and how it has determined that a
market of sufficient size to provide this number of covered lives exists in the
proposed service area.

. The territory served must be a single county or group of contiguous counties with

aminimum of 2000 Medicaid long term care eligibles.

92

LTC Work Group Report



B. Fiduciary/corporate structure requirements

1. The virtual organization may be developed under fee-for-service. However, the
intent is to have the virtual organization migrate to an at-risk entity. The virtual
organization must eventually meet HMO or Alternative Healthcare Financing and
Delivery System requirements.

2. The organization must demonstrate strong management structures that favor
financial and quality accountability and consumer empowerment.

3. The VO shdl have a governing board with representation from community
members and consumers.

C. Accreditation

1. If not already accredited by a nationally recognized body, the VO must submit an
acceptable plan and timetable for achieving such accreditation, if such
accreditation standards apply.

D. Profit, non-profit status

1. Thevirtual organization could be profit or non-profit.

E. MISrequirements

1. The virtua organization must have communication expertise as well as hardware
and software to support the communication and e-business requirements of
communicating with beneficiaries and delivering medicad and long term care
services.  All hardware and software to support these efforts will be the
responsibility of the VO.

2. The VO will be required to integrate with the Ml Choice Information System
(MICIS), as well as comply with the reporting requirements of MDS, HEDIS,
OASIS, etc.

3. The VO must adso demonstrate staff capacity, availability of hardware/software
necessary to integrate with MICIS and related components.

F. Financial systems, claims processing

1. If fee-for-service billing is used for the initia implementation period, the virtua
organization will submit claims and/or encounter data in order to get paid. The
VO must be able to track access, services delivered, and cost. Asthe VO assumes
risk it will report encounters and/or shadow claims to allow cost anaysis and
modeling.
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2. Administrative cost must be tracked and reported as a discrete cost category.
3. Profit or margin must be explicitly identifiable in the cost reporting system.

4. Provider clams shdl be paid in a timely fashion. By design, the VO should
incorporate electronic fund transfer and risk sharing to partners and providers.

5. The Department of Community Health is responsible for quality oversight and
fiscal and contractual monitoring of the VO.

G. Access, utilization management system/protocols
1. Accessto the model will be through the MI Choice Access system.

2. The VO is expected to use modern electronic communication and care
management techniques incorporating assessment, monitoring, targeted care
management for high cost or high needs cases and use modern information
technology. Care management should be linked to the consumer and into the
quality assessment and assurance processes of the VO.

3. Practice guidelines that model plans will be required to follow are under
development.

H. Organized community delivery system requirements, including collabor ative
agreements

1. The virtual organization will link community businesses, organizations, and
service providers through service agreements and information technology links as
well as through formal contracts to promote the flexibility and demand/supply
responsiveness at the heart of the virtual organization’s efficiency.

2. The VO shall assure the availability of the full continuum of Medicaid supported
medical and long term care services for its enrollees.

3. The virtual organization will have established protocols for auditing and ensuring
timely service provision on the part of community providers in response to service
requests generated by the system.

. Community benefit considerations

1. The virtua organization will create an information network that could potentially
provide resource and performance information to individuals the broader
community in addition to enrollees.

2. Coordinating community resources may streamline access even for those
recipients not enrolled in the VO.
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3. The virtual organization will provide amodel for other service organizations.

J. Acutevs. community based services management relationship

1. Medicaid acute and long term care providers will be incorporated into the VO,
and these services will be fully integrated for the target population.

2. Until such time as the VO is an approved Medicare risk contractor, the VO will
coordinate acute/primary services for dually eligible enrollees.

3. Using information technology, the virtual organization will provide seamless,
automated referral and resource allocation between the long term care and acute
care settings, including transport, admission, discharge, and reintegration support.

K. Consumer and family inclusion in service system design, implementation and
monitoring

1. Consumers will be included in the development of coutcome goals and measures,
and in grievance procedures.

2. The plan of care shall be developed and updated in real time communication with
the consumer using person centered planning techniques.

3. The hedlth plan must have a voluntary option available to consumers to self-direct
at least the home-based long term care portions of their care.
L. Relationship, roleresponsibilitiesrelativeto DCH

1. During development the VO and the State will be engaged in a joint venture.
Once operational, the relationship between DCH and the virtua organization will
be contractual in nature. The VO will be required to provide services and supports
in accordance with contractual requirements.

2. DCH isresponsible for the quality, oversight, fiscal and contractual monitoring of
the VO.

VIIl. Financing Mechanisms

A. Ratedetermination method

1. The State will conduct an actuarially sound analysis of fee-for-service costs in the
defined service area and develop associated capitation projections.
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The cost and capitation analysis will incorporate case mix and other adjustments
including Resource Utilization Group score (RUGS) age, gender, and geography
in the computation of rate cells.

The actual rate will be established through a competitive bidding process.

B. Payment method

1.

Because the virtua organization needs to be developed, initia payment may be
through the fee for service system with expenditure targets. Expenditures will be
tracked electronically in real time. The virtual organization and the State will
share risk beyond fee-for-service projections.

Eventually, the plan will receive a monthly capitation payment computed as
described above for each member and be at full risk.

C. Risk bearing strategies

1.

Financia control is obtained initialy through establishment of expenditure targets
and risk sharing arrangements.

Through time, as the VO grows into a full managed care entity, it will assume full
risk.

Within the VO, risk may be shared among partners in a manner that is defined by
the partnership and may be metered electronically.

D. Cost containment strategies

1.

DCH expects that the full range of managed care cost efficiency opportunities will
be used by the virtual organization. These include administrative management of
the service delivery network, information and care management, preventive
services, leveraging of margina resources, especially private funds and insurance,
and personal responsibility.

Through the use of information technology, public, personal and community
resources can be optimized in ways that optimize service delivery and improve
consumer control and satisfaction.

Improved access to services through consumer information and automated referral
tools will promote health maintenance and potentially decrease acute care service
utilization.
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IX. Customer Services

A. Beneficiary rights

1. The VO shal create information materias and tools to inform consumers of rights
and responsibilities under the plan, including the right to appeal adverse coverage
decisions and the right to a second opinion.

2. A record, paper or electronic, with appropriate written or digital signature shall be
created which indicates receipt, time, and understanding of rights and
responsibilities.

3. These activities shall be conducted as part of the initial assessment process.

B. Beneficiary responsibilities

1. The participant, or authorized representative must provide al necessary
information for participation and participate in care planning and delivery to the
extent practicable.

2. The participant is responsible for cooperating with the care manager’s efforts to
connect the participant to needed services.

3. The participant shall make no effort to abuse, corrupt, or impair the information
infrastructure to which the participant will be given access to promote their care.
Furthermore, the participant will make no effort to gain unauthorized access to
confidential information, nor shal the participant inappropriately give others
access to PIN numbers or digita signatures the participant uses to access
information and services through the system.

C. Grievancesand Appeals

1. Consumers have the right to contest decisions affecting eligibility and services.
Information shall be provided that clearly explains the grievance procedures
established to address the beneficiary's right to appeal the decisions made by the
provider.

2. Additionally, Medicaid clients have the right to a Medicaid Fair Hearing before
an Administrative Law judge when they have received an adverse decision from a
Medicaid provider.

3. The VO organization, and its contractor shal follow al applicable rules,
regulations, federal laws, state law and policies related to the programs
established under this proposal
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D. Customer interests (handbook, education and training opportunities,
information, etc.)

1.

The virtua organization shall develop and maintain consumer education materias
designed to provide clear, concise, culturally sensitive and accurate information.

Educational materials include but are not limited to a consumer handbook,
bulletins or newdetters. At a minimum, consumer handbook shall detail
consumer rights and responsibilities, plan benefits and limitations, working with
providers and caregivers, appeals processes, accessing emergency care.

The virtua organization shall use technology to provide customers with access to
information electronically, but shall provide printed materials upon request.

X.  Service Planning and Care Management

A. Coordination with M| Choice Access

1.

Individuals shal be determined medicaly eligible by an authorized MI Choice
Access organization prior to enrollment in the VO. Information collected during
the eligibility determination process shall be collected electronically and used as
the foundation upon which further assessment and care planning activities are
conducted.

B. Accessto plan process, services

1.

2.

Following enrollment, the virtua organization shall assign a primary care
manager who has responsibility for coordinating access to services within the
plan.

All activities shall be conducted within established timeframes to ensure timely
access.

If the customer opts for self-directed services, the care manger will educate the
customer on self-directed care and install tools and accounts necessary to support
self-directed care. The care manager will coach and monitor the self-directed care
for a three-month period or as long as necessary to empower the consumer. The
use of information technology will alow automated monitoring permitting timely
intervention in the event of fraud or misunderstanding.

C. Person centered planning process, care plan development

1.

All activities shal be conducted in the context of the person-centered plan. The
development of the person-centered plan begins at enrollment. The primary care
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manager shall conduct an initial assessment with active participation of the
consumer and others.

2. Based on assessment findings and expressed desires, the care manager and
consumer develop a single plan of care that coordinates al aspects of service
delivery across al care environments.

3. Consumers approve of the care plan prior to service implementation. Care
managers or the consumer arrange services from the consumer’s provider of
choice. (Consumers must have a choice of providers within the provider panel to
the maximum extent possible.)

4. When the consumer selects the voluntary option for self-directed care, care
managers monitor and assist the consumer in their care choices. Opportunity for
self-determination include:

- Deveopment of care plan, which must be approved by the participant.
- Choice of provider from provider network for many services.
- Theparticipant may “hire and firé’ home care service providers.

D. Care management

1. The assigned primary care manager shall provide care management, follow-up
and monitoring on an ongoing basis according to established protocols.

2. The care manager will maintain contact with the participant, conducting in-home
reassessments a minimum of every 90 days, or upon significant changes, or upon
the participant's request, to ensure the participant’s health and safety in the least
restrictive, most cost efficient setting.

3. The VO shadl have established protocols for 24 hour crisis resolution (e.g. if a
family care giver is incapacitated due to illness or injury, the beneficiary may
require immediate re-evaluation and subsequent modification of care plan to
assure continuity of required services).

E. Careplan outcomes evaluation, revisions

1. Through the person-centered plan, the Resident Assessment Instrument is
completed, and the participant and care manager, at case onset, establish goas
and desired outcomes. All of this is captured in a written care plan stored and
available €lectronically to the customer, plan, and the State.  Customer
assessments and care plans are reviewed every 90 days and the care plan updated.

F. Responsivenessto community, community inclusion
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XI.

1.

2.

The virtual organization shall establish linkages to community businesses and
organizations.

The VO will be required to have agreements with the Area Agency on Aging, the
CMH Service programs, and the Substance Abuse Coordinating agencies that
specify coordination arrangements between the respective organizations.

It is expected that as the VO creates its network for delivering care it will, of
necessity, call on existing community resources. It is DCH’s intent to create a
strong link between aging/disability services and the VO without creating
overlaps in spheres of responsibility.

Provider Network

A. Scope and capacity of provider network

1.

The prime contractor in the virtual organization shall have the responsibility and
capacity to provide plan benefits on a direct basis or through affiliated providers.

The prime contractor shall assemble the network, credential providers and
establish subcontract agreements as necessary to ensure adequate capacity or the
full range of primary and acute care and long term care services.

The prime contractor shall be responsible for paying providers and sub-
contractors in atimely fashion for authorized services at the negotiated rate.

The prime contractor shall be responsible for linking providers and consumers
through electronic information technologies.

Information technology will allow monitoring of the adequacy of the network to
provide servicesin atimely fashion.

B. Provider credentialing and privileging

1.

3.

The virtua organization shall ensure providers meet established standards and
licensing/ certification requirements prior to utilizing them in the provision of
services.

The VO will take reasonable efforts to ensure that provider credentialing remains
current.

While providers shal not be dismissed from the network without due cause, the
VO will take reasonable efforts to ensure that network providers provide safe and
effective care for their beneficiaries.
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XIl.  Quality Assurance

A. Quality improvement process

1. The virtual organization will develop and implement on-line red time quality
monitoring and assessment. The system will be designed to provide immediate
consumer quality assessment inpuit.

2. The VO shadl have a written quality assessment and improvement plan, and an
established quality improvement program.

3. The plan will include, and the program shall address, at a minimum, the following
elements:
- Service utilization (see below)
- Caegiver satisfaction and turnover
- Paticipant satisfaction
- Paticipant outcomes, as derived from periodic assessment data addressng the
following:
» Physologic well being
Functional status
Cognitive ability
Socia/behaviord function
Qudity of life

SHety, efficacy, and timeliness of dl services identified in the plans of
care, whether clinical or non-dinica.

v Vv v Vv v

» Grievances and gppeds

» The VO shdl achieve minimum performance standards in each of these
aress, to be negotiated between the State and HCFA, and documented in
the VO agreement.

4. Continuous quality improvement should be the goa of the VO. The virtua
organization will develop an ongoing quality monitoring System based on
assessment data and expected values. The system should flag quality outliers.
Additionally, electronic files and transactions will be available to the State or a
contractor to assess ongoing quality.

B. Utilization, Performance/outcomes monitoring and evaluation
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1. The continuous quality improvement process must include review and
documentation of the degree to which the program maximizes least-restrictive
care and wellness.

2. Thisdocumentation shall include, but not be limited to:
- Inpatient hospitdization rate
- Inditutional care utilization
- Emergency care utilization
3. The VO shdl establish one or more committees with both community and

consumer representation to assess outcomes data and provide recommendations to
the continuous quality improvement process.

4. The VO shall report annually to the State on its progress in achieving the stated
objectives of its quality assessment plan.

5. The VO will be evaluated on its documented performance in terms of its stated
objectives and the degree to which its performance exceeds past experience both
within the program and the market at large.

6. The VO will be expected to submit a revised quality assurance and improvement
plan to the State annually, documenting how past shortcomings will be addressed
and past successes built upon.

XIll. Long Term Care Reform Priorities

A. Personal responsibility

1. Individuas who are not financially eligible for Medicaid-funded benefits will be
encouraged to participate in the plan on a private pay basis. The virtua
organization will create linkages to insurance companies that make it easy for the
consumer to use these resources.

2. The virtual organization will work with the State to create incentives which
reward individuals who have provided for their own long term care needs through
insurance. Provision of care management and supports coordination will assist
individuals in using resources in a manner which alows them to support their
long term care needs for a longer period of time, delaying their entry to the public
system, and thereby reducing the overall expenditure of public funds on their
behalf.

B. Housing
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1. Use of creative living environments to ensure the health and safety of plan
participants will be encouraged.

2. Provision of services in assisted living and other supported living environments is
expected to result in decreased health care expenditures for the target population.

3. Further, provison of services in the least redtrictive, most cost effective
environment will promote the simultaneous goals of cost containment and
consumer satisfaction.

C. Best practice guidelines

1. Appropriate elements of practice guidelines established through development and
implementation of the home and community based waiver program will be
incorporated into contracts.

2. Practice guidelines will be provided to each plan as a basis upon which to develop
local practices.
D. Sdf Determination and self-directed care

1. For individuals who are capable of and willing to manage aspects of their own
care consumer-directed purchasing option will be available for the home-based
long term care components of their care.

2. The virtual organization will create educational materials and electronic
commerce tools that allow the customer to obtain and pay for services and
provide real time feedback on resource amounts spent and amounts remaining.

3. The virtua organization through its care managers will provide education,
monitoring, and coaching to insure successful self-directed care.

XIV. Model Evaluation Considerations (see Evaluation Section)

A. Outcomes achieved:
1. Access
2. Quality
3. Cost

B. Model implementation integrity:
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C. Evaluation process:

XV. Implementation Considerations

While the sophisticated communication systems envisioned to support the virtual long term care
organization are not yet in place, many of the technological building blocks and information sets
already exist in the public and private sectors. It is also clear that the virtual organization and
ebusiness models are continuing to expand and mature as a way of doing business in the new
millennium. However, the State will have to work with potential vendors to develop the virtual
organization tool set and structures.

The State could begin developing the model without waivers, but will need "b" and "c" waivers
to implement. Future integration of the Medicare benefit will require a Section 222 waiver.
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Care Coordination Model

l. Introduction to the Model

A. Overview

The Care Coordination Model represents an evolution of the Medicaid Waiver
component of M1l Choice into a comprehensive long term care model, which integrates
care through collaborative, team-based planning and monitoring. It unites the basic
components of Medicaid managed long term care (acute/primary health care and
community or facility-based long term care) and coordinates with acute/primary
Medicare services by serving as the vehicle for care coordination. The model builds
upon the existing long term care infrastructure which has evolved in Michigan through
the Medicaidd Home and Community Based Waiver Program. The Care Coordination
Agency role is to create an array of long term care options through the development of
public and private partnerships so that consumers have the broadest possible choice of
care aternatives and providers.

Under this initiative, coordination will be achieved through active involvement on the
part of the CCA and consumer in the development and implementation of treatment and
care plans. For dually digible Medicaid/Medicare consumers, the consumer’s physician
directs acute/ primary care activity in the treatment plan; the consumer directs long term
care activity. The CCA care manager is involved with both parties as a coordinating
agent to advise, monitor and initiate redirection of care and treatment plans, when
appropriate.  As consumers traverse the dual service systems, continuity of care
arrangements will be assured by the continued involvement of a CCA care manager who
has knowledge of both treatment and care plans.

B. CoreValues

1. Management of Medicaid-funded acute/primary and long term care services
across all settings through establishment of voluntary coordination efforts
between care coordination agent and primary care providers.

2. Creation of an array of long term options through the development of
collaborative public and private partnerships that provide consumers with the
broad choices of care alternatives and providers. Open vs. closed provider
network.

3. Represents a continuing evolution, building upon the success of the existing
Medicaid home and community-based services waiver infrastructure.
Coordinates long term care services within the consumer's existing acute care
provider relationship.
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4. Collaborative relationships with providers, team-based care and treatement
planning and monitoring.

5. Emphasis on market forces to achieve desirable outcomes and performances in
areas such as cost and quality. For example, the competitive nature of the
provider pool serves to promote quality and, when not constrained by artificia
factors, cost control.

C. Unique Features

1. Opportunity for existing waiver agencies to grow into full managing entities for
the full range of Medicaid acute and long term care services.

2. Does not integrate the acute/primary care components for dualy eligible
consumers.

3. Managing entity will be at risk for the full range of Medicaid services for long
term care consumers.

D. Incentives

1. Consumer Incentives
- Accessto care manager for service coordination.

- Retention of choice of services and providersfor dud eligibles.

2. Provider incentives
- Care coordination provides opportunity for improved cost effectiveness.

- Cooperation with care coordination agent will improve provider understanding
of each case creating opportunity for improved outcomes.

. Model Locations

1. Sitecriteria

- Each dte should encompass a minimum of 2000 Medicad long term care
enrollees to achieve 500+ enrollees.

- Theareaserved will be comprised of one or more contiguous counties.

2. Number of sites

- A maximum of 3 gtes
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[1l.  Model Provider Selection

A. Sdection criteria

1. Each application will be evaluated in terms of the following criteria:

- Comprehensveness of provider panel including long term and acute care
providers

- Demongrated potentia to create volunteer network
- Clear plan for organizing as Alternative Financing Ddlivery System to assume
risk after phase-in period
2. Selection process

- Adminidrative sdection based on demondrated ability to meet established
criteriaand perform required functions.

V. Participant Eligibility

A. Target Population

1. Thetarget population of the Care Coordination Model encompasses al consumers
of long term care

- Adults with disabilities including younger adults with long term disabling
conditions.

- Individudswith dementia/Alzhemer’'s
- Fal ddely

- Individudsin need of end of life care
- Involved families and caretakers

B. Specific digibility criteria
1. Financid: Medicaid digible or Medicad/Medicare dua €igible, as currently
defined by the Medicaid and Medicare programs, or:

2. Non-Medicaid digible beneficiaries may buy-in to coverage of the Medicad
benefit as aform of long term care insurance, or:

3. The CCM may leverage other revenue sources that will alow it to serve or
subsidize care for people not financialy eligible for Medicaid. The CCM may use
re-directed Medicaid savings for this purpose as well.
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4. Medica: For Medicaid eligibles, in need of nursing home level of care.
5. Medical: For non-Medicaid eligibles, medical digibility criteria will either be
established by the funding source or the CCM.
C. Demographic profiles
1. The Care Coordination Model will serve adults with disabilities aged 18 and
older, and elderly aged 65 and older who have a medical necessity for long term
care.
D. Voluntary vs. mandatory
1. Participation will be voluntary for existing Medicaid long term care recipients.
2. Participation will be mandatory for new Medicaid recipients in the service area.

3. Private pay individuals will participate on avoluntary basis.
E. Geographic requirements

1. Participants must reside within the Care Coordination Model's defined service
area.

V. Revenue Sources

Medicaid acute/primary and long term care.

Revenue sources (Older Americans Act and other aging services funding, local funding, private
funds) controlled by the waiver agent will be included.

Acute and primary services for Medicare funding are coordinated through efforts of the CCM
care manager.

Any third party insurance carried by the beneficiary.

VI. Benefit Design

Benefits will include the full range of existing Medicaid benefits available in the primary, acute,
and long term care settings. The long term care benefits will be expanded to include support for
people who live in any community based residential setting including licensed AFC and Home
for the Aged settings. Medicaid benefits are described in the Appendix.
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Medicare funded acute care services are coordinated to the extent providers are willing to
participate with the CCA in care coordinating activities.

VIl.  Administrative/Management Requirements

A. Size(covered lives and/or regional boundaries)

1. The CCM should clearly document the number of covered lives it has determined
will be necessary for its financia viability, and how it has determined that a
market of sufficient size to provide this number of covered lives exists in the
proposed service area.

2. Theterritory served must be a single county or group of contiguous counties with
aminimum of 2000 Medicaid long term care dligibles.

3. Program must be administered by an existing waiver agent or collaborative effort
between two or more waiver agents.
B. Fiduciary/corporate structure requirements

1. Fiduciary structure

- The CCM organization must be organized to assume risk (probably as an
Alternative Hedlthcare Financing and Ddlivery System).

2. Corporate structure
- The CCM organization must be an existing Home and Community-Based

Services for the Elderly/Blind/Disabled waiver agent or a collaboration between
multiple existing waiver agents.
3. The CCM shal leave a governing board with representation from community
members and consumers.
C. Accreditation
1. If not aready accredited by a nationally recognized body, the CCM must submit
an acceptable plan for achieving such accreditation.

D. Profit, non-profit status

1. The managing entity of the Care Coordination Model may be for-profit or non-
profit.
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E. MISrequirements

1. The CCM will be required to integrate with the M1 Choice Information System
(MICIYS), as well as complying with the reporting requirements of MDS, HEDIS,
etc.

2. The CCM must also demonstrate staff capacity, availability of hardware/software
necessary to integrate with MICIS and related components.

F. Financial systems, claims processing

1. If feefor-service is used for the initial implementation period, the CCM may be
required to submit shadow claims or encounter data. The CCM must be able to
track access, services delivered, and cost.

2. Provider claims shdl be paid in atimely fashion.
3. Administrative cost must be tracked and reported as a discrete cost category.

4. Profit or margin must be explicitly identifiable in the cost reporting system.

G. Access, utilization management system/protocols
1. CCM participants will access the program though the M1 Choice Access System.

2. The CCM is expected to use management techniques incorporating assessment,
monitoring and targeted care management for high cost or high needs cases and
use modern information technology. Care management should be linked into the
MI Choice Access process and aso be linked into the quality assessment and
assurance processes of the CCM.

3. Practice guidelines that model plans will be required to follow are under
development.

H. Organized community delivery system requirements, including collabor ative
agreements

1. The CCM organization must demonstrate an established network of contracted
providers with sufficient capacity to provide all required services.

. Community benefit considerations

1. The CCM shall seek to establish services that are available to the community as a
whole as well as enrolled participants, including wellness programs, preventive
services, etc.
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2. Coordinating community resources may streamline access even for those
recipients not enrolled in the CCM.

3. Profit or margin can be reinvested in the community in the form of additional free
or reduced cost service.
J. Acutevs. community based services management relationship

1. Medicad acute and community-based long term care services will be fully
integrated into the CCM.

2. Medicare primary and acute care services will be coordinated by the CCA to the
extent that acute care providers are willing to participate with the CCA in care
management activities (voluntary relationship).

K. Consumer and family inclusion in service system design, implementation and
monitoring

1. Consumers will be involved in the development of outcome goals and measures
and in grievance procedures.

2. Theplan of care shall be developed using a person centered plan.
3. The CCM must have a voluntary option available to consumers to self-direct the
home based long term care portions of their care.
L. Relationship, roleresponsibilitiesrelativeto DCH

1. The relationship between DCH and the CCM will be contractual in nature. The
CCM will be required to provide services and supports in accordance with
contractual requirements.

2. The Department of Community Health is responsible for quality oversight and
fiscal and contractual monitoring of the CCM.

VIIl. Financing Mechanisms

A. Ratedetermination method

1. The State will conduct an actuarially sound analysis of fee-for-service costs
related to the defined service area and devel op associated capitation projections.
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IX.

The cost and capitation analysis will incorporate case mix and other adjustments
such as Resource Utilization Group Score (RUGS) age, gender, and geography in
the computation of rate cells.

The actual rate will be established through a competitive bidding process.

B. Payment method

1.

The CCM will be paid a fixed per member per month case mix adjusted rate for
all persons who are Medicaid eligible and enrolled in the plan.

DCH will consider phasing in the long term care and acute/primary components if
desired by the CCM agency.

C. Risk bearing strategies

1.

2.

The CCM will bear full financia risk for all Medicaid services.

Stop-loss arrangements may be implemented in the initial years to risk share with
the state as the capitation system is refined. Risk sharing strategies may be used
based on corridors in the first year of operation.

D. Cost containment strategies

1.

Active care management will promote timely deivery of community and
preventative services designed to maintain wellness and prevent more costly acute
care services.

Identifying a single entity responsible for coordinating services across both
Medicaid and Medicare systems will result in fewer chronic health episodes and a
corresponding decrease in the growth of expenditures for hospitalizations,
pharmaceuticals and related health care costs.

Customer Services

A. Beneficiary rights

1.

2.

The CCM shdl create information materials and tools to inform consumers of
rights and responsibilities under the plan, including the right to appeal adverse
coverage decisions and the right to a second opinion.

The consumer or authorized representative shall sign and date a statement
indicating that they have received an explanation of consumer rights and
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responsbilities in writing, that their rights have been explained to them, and that
they clearly understand.

3. These activities shall be conducted as part of the initial assessment process.

4. The CCM shadl create information materials and tools to inform consumers of
rights and responsibilities under the plan, including the right to appea adverse
coverage decisions.

B. Beneficiary responsibilities

1. The beneficiary is responsible to cooperate with the efforts of the case manager to
coordinate preventative, acute/primary and long term care services.

C. Grievancesand Appeals

1. Consumers have the right to contest decisions affecting eligibility and services.
Information shall be provided that clearly explains the grievance procedures
established to address the beneficiary's right to appeal the decisions made by the
provider.

2. Additionally, Medicaid clients have the right to a Medicaid Fair Hearing before
an Administrative Law judge when they have received an adverse decision from a
Medicaid provider.

3. The CCM organization, and its contractor shal follow all applicable rules,
regulations, federal laws, state law and policies related to the programs
established under this proposal

D. Customer interests (handbook, education and training opportunities,
information, etc.)

1. The CCM organization shall develop and maintain consumer education materials
designed to provide clear, concise and accurate information. Educational
materias include but are not limited to a consumer handbook, bulletins or
newsletters.

2. At aminimum, consumer handbook shall detail:
- Consumer rights and responsibilities
- Pan benefitsand limitations
- How to access providers and caregivers

- Therole of the care manager and how to access and work with the care manager
to develop acare plan and receive services
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X.

- Appeds processes
- Accessing emergency care

Service Planning and Care Management

A. Coordination with M| Choice Access

1.

Individuals shal be determined medicaly eligible by an authorized MI Choice
Access organization prior to enrollment in the Care Coordination Moddl.
Information collected during the dligibility determination process shall be
collected electronically and used as the foundation upon which further assessment
and care planning activities are conducted.

B. Accessto plan process, services

1.

2.

3.

Following enrollment, the CCM shall assign a primary care manager who has
responsibility for coordinating access to services within the plan. A care manager
shall be assigned according to individual needs and preferences.

While no services outside the care plan (except emergency services) will be
covered, the participant shall have timely access to re-evaluation of services on
demand.

All activities shall be conducted within established timeframes to ensure timely
access.

If the customer opts for self-directed services, the care manger will educate the
customer on self-directed care and install tools and accounts necessary to support
self-directed care. The care manager will coach and monitor the self-directed care
for a three-month period or as long as necessary to empower the consumer. The
use of information technology will alow automated monitoring permitting timely
intervention in the event of fraud or misunderstanding.

C. Person-centered planning process, care plan development

1.

All activities shall be conducted in the context of the person-centered plan. The
development of the person-centered plan begins at enrollment. The primary care
manager shall conduct an initial assessment with active participation of the
consumer and others.

Based on assessment findings and expressed desires, the care manager and
consumer develop a single plan of care that coordinates al aspects of service
delivery across al care environments.
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3. Consumers approve of the care plan prior to service implementation. Care
managers arrange services from the consumer’s provider of choice. (Consumers
must have a choice of providers within the provider panel to the maximum extent
possible.)

4. When the consumer selects the voluntary option for self-directed care, care
managers monitor and assist the consumer in their care choices. Opportunity for
self-determination include:

- Deveopment of care plan which must be approved by the participant.
- Choice of provider from provider network for many services.
- Theparticipant may “hire and firé’ home care service providers.

D. Caremanagement

1. The assigned care coordination agent shall provide care management, follow-up
and monitoring on an ongoing basis according to established protocols.

2. The care coordination agent will maintain contact with the participant, conducting
in-home reassessments a minimum of every 90 days or upon significant change or
participant request, to ensure the participant’s health and safety in the least
restrictive, most cost efficient setting.

3. The CCM organization must have established protocols for 24 hour crisis
resolution in the event of a sudden change in the participant’s environment (e.g.
emergent illness or injury of afamily care provider), such that the plan of care can
be modified and necessary services provided in atimely and safe fashion.

4. Individuas and family members are encouraged to assume as many of these
responsibilities for themselves as possible and desired. A variety of care
management/supports coordination models are available to meet the varying
needs and preferences of individuals.

E. Careplan outcomes evaluation, revisions

1. Through the person-centered plan, the participant and care coordination agent
establish goals and desired outcomes at case onset.

2. Periodic, required reassessment and reevauation of the care plan alows for
adjustments and revisions as necessary to address identified needs.
F. Responsivenessto community, community inclusion

1. The CCM will make maximal use of existing waiver service coordination
expertise inherent in existing waiver agents.
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2. The CCM will be required to have agreements with the Area Agency on Aging,
the CMH Service programs, and the Substance Abuse Coordinating agencies that
specify coordination arrangements between the respective organizations.

3. It is expected that as the CCM creates its network for delivering care it will, of
necessity, call on existing community resources. It is DCH’s intent to create a
strong link between aging and disability services and the CCM without creating
overlaps in spheres of responsibility.

Xl. Provider Network

A. Scope and capacity of provider network

1. The CCM shall have the capacity to provide all plan benefits on a direct basis or
through affiliated providers.

2. The CCM shdl assemble the network, credentia providers and establish
subcontract agreements as necessary to ensure adequate capacity.

3. The CCM shall be responsible for paying providers in a timely fashion for
authorized services at the negotiated rate.
B. Provider credentialing and privileging
1. The CCM organization shall ensure providers meet established standards and
licensing/ certification requirements prior to utilizing them in the provision of

Services.

2. The CCM organization will take reasonable efforts to ensure that provider
credentialing remains current.

3. While providers shal not be dismissed from the network without due cause, the
CCM organization shall take reasonable efforts to ensure that network providers
deliver safe and effective care for plan beneficiaries.

XIl.  Quality Assurance

A. Quality improvement process

1. The CCM organization shall have a written quality assessment and improvement
plan, and an established quality improvement program
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2. The plan will include, and the program shall address, at a minimum, the following
elements:

- Service utilization (see below)
- Caregiver satisfaction and turnover

- Paticipant satisfaction
- Paticipant outcomes, as derived from periodic assessment data addressing the
following:

» Physologic well being
Functiond status
Cognitive ability
Socid/behaviord function
Quadlity of life

SHety, efficacy, and timeiness of dl services identified in the plans of
care, whether clinica or non-clinicd.

v Vv Vv Vv Vv

» Grievances and gppedls

» The CCM program shal achieve minimum performance standards in
each of these aress.

» In view of the ongoing development of technologies and trestment
modealities, continuous quality improvement should be the god of the
CCM program regardless of how positive the outcomes are in terms of
current capabilities and expectations. The CCM program should see as
its misson the congant expanson of the envelope of perceived
limitations to efficacy, quaity, and vdue. While potentid in any given
point in time is finite, the capacity for progress in these areas should be
assumed to be without limit given the necessary innovation, expansion
of technology and theory, and desire to provide maxima benefit to the
aging community.

XIll. Long Term Care Reform Priorities

A. Personal responsibility

1. Individuas who are not financially eligible for Medicaid-funded benefits will be
encouraged to participate in the plan on a private pay basis.

2. Provision of care management and supports coordination will assist individuals in
using resources in a manner which allows them to support their long term care
needs for a longer period of time, delaying their entry to the public system, and
thereby reducing the overall expenditure of public funds on their behalf.
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3. Any third party insurance held by the participant will be the primary payer.

B. Housing

1. Use of creative living environments to ensure the health and safety of plan
participants will be encouraged. Provision of services in licensed and unlicensed
assisted living and other supported living environments is expected to result in
decreased health care expenditures for the target population. Further, provision of
services in the least restrictive, most cost effective environment will help us
achieve the ssimultaneous goal's of cost containment and consumer satisfaction.

2. Housing choice will be promoted.

C. Practiceguidelines
1. Practice guidelines will be provided to each plan as a basis upon which to develop
local practices.
D. Sdf Determination and self-directed care

1. For individuals who are capable of and willing to manage aspects of their own
care it is expected that a consumer directed purchasing option be available for the
home based long term care components of their care.

XIV. Model Evaluation Considerations (see Evaluation Section)

A. Outcomes achieved:

1. Access

2. Quality
3. Cost

B. Model implementation integrity:

C. Evaluation process:
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XV. Implementation Considerations

The CCM does not integrate Medicare funding.

The CCM relies heavily on voluntary relationships with acute care providers and volunteer
service providers. This creates a potential liability to the extent these voluntary relationships fail
to materialize.

Mandatory enrollment would require a waiver if choice does not exist for aternative ddivery
systems.
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PACE

l. Introduction

A. Overview

Programs for All-inclusive Care of the Elderly (PACE) find their origin in the On-Lok
model in San Francisco’'s China Town. The On-Lok project endeavored to provide a full
range of both acute and long term care services to afrail elderly population in a capitated
delivery and financing system that was designed to reduce the utilization of institutional
care through active care management and the provision of preventive and community
services. The program has now evolved into a standard long term care delivery and
financing system recognized by HCFA, and provides the only means of fully integrating
Medicare and Medicaid funding without a waiver.

Michigan aready has a PACE program based out of Henry Ford Hedth System in
Detroit. The experience from this PACE program demonstrates the efficacy of this long
term care delivery system at reducing the utilization of institutional care while improving
quality and satisfaction among a frail elderly population. However, as can be expected
from any innovation, the program has not been without challenges requiring further
exploration and improvement. Chief among these is the fact that it has been found that
current PACE programs across the nation often appeal to a relatively narrow dice of
potential enrollees as manifested by the enrollment levels experienced to date. To
substantially impact long term care in Michigan, it would be desirable for delivery
systems to have broader appeal than this PACE program has demonstrated.

While PACE has many attractive elements, it is not seen as a single model able to meet
the needs of the entire long term care target population for an entire community. Rather,
it is seen as an element of a continuum of services that each of the other models may
offer to their enrollees. Therefore PACE replication will only be considered within the
context of one of the other models.

It is also important to recognize that PACE operates under rather detailed federa rules
and regulations. The PACE description given here is intended to reflect those federal
guidelines.

Michigan is interested in more flexible and innovative approaches to PACE, particularly
in areas such a applicability to broader long term care populations, feasbility in more
rura areas, provision of PACE services in aresidential setting such as a continuing care
retirement community, and the efficacy of a more mobile approach to the site-based
program (or even, a PACE without walls). Federal waivers to the existing regulations
would be required in order to implement certain model innovations. Michigan is willing
to apply for such if innovations are proposed that relate to the long term care objectives.
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B. CoreValues

1.

2.

Enhance the quality of life and autonomy for frail, older adults;
Maximize the dignity of and respect for older adults;

Enable frail, older adults to live in their homes and in the community as long as
medically and socialy feasible; and

Preserve and support the older adult’s family unit.

C. Unique Features

1.

The PACE program is the only existing delivery and financing system that alows
complete integration of Medicaid and Medicare funding streams. Inclusion of
PACE in one of the models not only allows for exploration of the efficacy of
integration of these funding sources towards creating incentives for wellness
preservation, but it will aso allow providers to gain experience in managing
integrated funding in anticipation of more widespread opportunities in the future.

Under federal regulation, the PACE program provides a unique opportunity for
the Medicaid program and consumers to be exempted from Medicare cost sharing
and benefit limits.

D. Incentives

1.

2.

Consumer Incentives

- Centrdized ste-based access to a full range of medica, persona care, and socia
sarvices.

- Service delivery under a person-centered, sdlf-directed plan of care worked out
with the assstance of a multidisciplinary team of care providers.

- Documented outcomes reflect individuas staying in their own homes, decreased
use of hospital inpatient days and decreased cost of pharmaceuticals.

Provider incentives

- Single, integrated funds upon receipt of separate monthly capitations per enrollee
from Medicaid and Medicare.

- Potentia cost savings through Medicare cost sharing exemption.

- Opportunity to administer a coordinated, comprehensive care plan leading to
cost savings, qudity improvement, and increased patient satisfaction.
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. Locations

A. Sitecriteria

1.

Since a PACE project is aready running in Michigan which has demonstrated
efficacy as a service delivery system, the PACE replication may be implemented
as atool in the context of a broader model (RPO, Virtual Organization, CCM or
HM O—see related project descriptions).

As atool incorporated into a broader model, the PACE replication project would
afford the providers experience operating under a fully integrated funding stream.
It is anticipated that fully integrated funding will expand in the future to
incorporate other delivery systems that may prove to be of wider appeal to
CONsSuMers.

Additionally, inclusion of the PACE replication project within the context of a
broader delivery system offers certain efficiencies both to the PACE project and
to the broader system including, but not limited to:

The PACE center can serve as a service delivery center for non-PACE
participants as well, and vice versa. This may reduce the need for capital
expenditure to create or adapt physical plants for service delivery.

Some (but not all—see below) service providers could serve both PACE and non-
PACE participants, expanding the risk pool for providers (but not necessarily for
the fiscal fiduciary—see below).

It should be noted that there would need to be clear boundaries between the
PACE program and the broader mode!:

Certain providers on the multi-disciplinary team coordinating the care of PACE
participants must be employees of the PACE program and serve “primarily”
PACE participants. As such, these providers will not be substantially available to
serve the rest of the model population.

Because PACE is the only HCFA recognized channel for full integration of
Medicaid and Medicare funding streams and because HCFA has been hesitant to
approve waivers for other integration mechanisms, additiona financia firewalls
between the PACE project and the fiscal fiduciary for the broader model may be
required.

B. Sze

1.

While determination of minimum enrollment necessary for financia viability of
the project will be left to the applicant(s), allowance should be made for the fact
that enrollment in PACE is voluntary. The National Pace Association cautions
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that national experience indicate that no more than 25 percent enroliment of
eligibles should be expected, and further states that national experience suggests a
minimum of 250-300 covered lives (1,000 estimated eligible persons in the
service area minimum) is advisable.

It is suggested that the eligible population be estimated using U.S. Census Data

. and applicable state demographic data (state will facilitate population estimation

where appropriate). The eligible population is then given by:
- Clinicdly Eligible* % Fnancaly digible

. Where the number of clinically eligible persons is estimated using the number of

people older than 65 who have specified mobility and self-care limitations as a
proxy. The percent of financidly €ligible is estimated by the percentage of
households headed by persons 65 years and older with household incomes less
than $15,000 per year.

. This eigible population should then be multiplied by 0.25 to give the maximum

expected enrollment for the given population.

C. Location

1. Applications addressing innovative means of implementing the PACE program

for residents of rura areas will be given specia consideration, although it is
acknowledged that federal requirements that the full range of services be provided
at each and every PACE Center may inhibit rural application.

. The State would be amenable to pursuing a federal waiver to this requirement in

order to promote inclusion of rural areas in the PACE replication project.

D. Number of sites

1. The PACE replication project is expected to be a component of one or more

broader models (i.e. an RPO, Virtua Organization, CCM or HMO
demonstration).

2. While inclusion of PACE as a delivery component is not required for approval of

amodel, any or all proposed projects are welcome to do so.

Provider Selection

A. Sdection criteria

1. Each application will be evaluated in terms of the following criteria:
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Organizational commitment to principles consistent with the PACE model. This
may be evidenced, among other things, by an organizationa mission statement
that indicates commitment to these values:

Enhance the quality of life and autonomy for frail, older adults;
Maximize the dignity of and respect for older adults;

Enable of frail, older adults to live in their homes and in the community as long as
medically and socialy feasible; and

B. Preserve and support of the older adult’s family unit.

1.

Evidence that the organization has the depth in leadership and experience required
to develop and implement PACE successfully.

Evidence of experience in providing primary, acute and/or long term care
services.

Evidence of experience in serving adua eligible population.

It is desirable that the organization be familiar with the reimbursement practices
and policies of both Medicaid and Medicare, as well as coordinating the services
provided by these entities.  Optimaly, the organization will incorporate
experience and expertise relating to Medicad Qualified Hedth Plans and
Medicare+Choice, since the PACE organization is reimbursed on a capitated
basis.

Evidence of sufficient demand for PACE services in proposed service area (see
[1.A.2.aabove).

Demonstrated financing for development and start-up. Previous PACE programs
throughout the nation have spent up to $1.5 million during the start up period due
to:

Construction and or refitting of one or more facilities to serve as PACE centers
capable of providing the full spectrum of clinica and socia services required
under the federal rule.

Possible operations deficit due to dow initid enrollment and non-scaable
expenses related to facility overhead and required staffing (note again that each
center must employ certan provider's who serve predominantly PACE
participants).

C. Non-competition with other PACE sites.
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V.

. The Federa Rule prohibits overlap between the service areas of PACE

organizations.

. The supply of long term care services in the service area. This criteria

encompasses two factors:

. There must be an adequate supply of community and preventative services to

effectively address the needs of the target population and avoid preventable
ingtitutional care.

It is desirable that the PACE program serve as a demonstrable alternative to
institutional care—avoiding both the intrusiveness of institutional care on behalf
of the beneficiary as well as the need to construct new facilities. One indication
that this benefit is likely to be achieved could be a high occupancy rate of nursing
home beds in the proposed service area.

D. Selection process

1. Proposals for PACE replication project(s) will be evaluated in the context of

responses to RFPs for broader models (RPO, Virtual Organization, and/or HMO).

Beneficiary Eligibility

A. Target Population

1. Thetarget population of the PACE delivery model is the frail and elderly 55 years

of age and older. Thisis a unique feature of this program, as compared to other
initiatives of the workgroup, in that the younger people with disabilities are
excluded. (A PACE-like project could include a broader age range.)

. Specific digibility criteria (medical and financia--relates to revenue sources

included)

3. Financid: Enrollees need not meet any financia digibility criteria. However:

- Non-Medicad digible enrollees may be charged a premium by the PACE
program in an amount equa to the capitation that would have been paid under
Medicaid, plus the amount that would have been paid under Medicare part A
and/or B if the enrollee is dso not digible for State payment for one or both of
those programs.

- Medicad €igible enrollees may not be charged a premium, regardless of their
Medicare digibility status.

- Non-dud digibles (i.e. Medicaid-only): The federd rule implies (by way of the
above prohibition of premiums) that HCFA anticipates some states may want to
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offer PACE as an option to individuds eligible for only Medicaid (the Medicaid
program is dready financidly liable for both long term and acute care for these
individuas). It will need to be determined whether the State Medicaid program
desires to make this an option within the replication site.

- Maedicd: In need of nurang homeleve of care.
- Age 55or older

B. Demographic profiles

1. The PACE organization will serve frail elderly adults aged 55 and older who have
amedical necessity for long term care services.

2. Beneficiaries will be predominantly financially eligible for Medicaid and
Medicare because of the demographics of this population, but they need not be
eligible for either to participate.

C. Voluntary vs. mandatory

1. Participation will be voluntary.

D. Geographic requirements

1. Participants must reside within the PACE organization’s defined service area.

V. Revenue Sources

Any third party insurance carried by the beneficiary.

Medicaid and Medicare capitation payments for enrollees eligible for one or both of these
programs

Enrollee premium payments for non-Medicaid eligibles (see 1V.B.1)

VI. Benefit Design

This model provides the full range of Medicare and Medicaid benefits including primary, acute
and long term care. The description of the benefits included in the PACE mode is included in
the Appendix.

The following services are excluded from coverage under PACE:
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= Any service that is not authorized by the multidisciplinary team, even if it
is included in the list of required services, unless it is an emergency
service.

* In an inpatient facility, private room and private duty nursing services
(unless medically necessary), and nonmedical items for personal
convenience such as telephone charges and radio or televison renta
(unless specifically authorized by the multidisciplinary team as part of the
participant’s plan of care).

=  Cosmetic surgery, which does not include surgery that is required for
improved functioning of a maformed part of the body resulting from an
accidental injury or for reconstruction following mastectomy.

= Experimental medical, surgical, or other health procedures.

= Services furnished outside of the United States, except as follows:
= Certain services rendered under emergency circumstances

= Aspermitted under the State’ s approved Medicaid plan.

= Through the RFP process applicants will be encouraged to provide
services focused on wellness and information that are valued by the target
population.

VIl.  Administrative/Management Requirements

A. Size(covered lives and/or regional boundaries)

1. Sufficient eligible population (factoring in 25 percent participation rate) to ensure
fiscd viability. The National Pace Association states that national experience
suggests a minimum of 250-300 covered lives (1,000 estimated eligible persons in
the service area minimum) is advisable.

B. Fiduciary/corporate structure requirements

1. Fiduciary structure

2. A PACE organization must be wholly or a distinct part of an entity of city,
county, State, or Tribal government or

3. A private, not-for-profit entity organized for charitable purposes under section
501(c)(3) of the Internal Revenue Code of 1986.
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0.

Corporate structure

The applicant must submit an organizational chart indicating the presence and
supervisory role of at least the following:

Program Director (responsible for oversight and administration)

Medica Director (responsible for delivery of care and qudity
assessment/improvement)

Governing Body (responsible for policy development, governance, and fiscal
operations)

Community representation (for example, on governing board)

10. Consumer advisory committee

C. Accreditation

1.

2.

All participating providers must be licensed, certified and/or accredited as
required under state and federal law for their scope of practice.

Further, the performance of the PACE project will be evaluated per the federa
rule through annual data submission to State and Federal government entities.

D. Profit, non-profit status (including administrative cost/cap)

1.

The federa rule requires that the PACE organization be a government or non-
profit entity.

E. MISrequirements

1.

The PACE organization will be required to utilize MI Choice Information System
(MICIS).

The organization must also demonstrate staff capacity, availability to
hardware/software necessary to support MICIS and related components.

F. Financial systems, claims processing

1.

The PACE organization administers the program by receiving the separate
capitations and melding them in to a single reimbursement stream.

The PACE organization employs certain members of the multidisciplinary care
team and other providers and the PACE center, as well as other providers as it
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sees fit. Non-employee, contracted network providers will be reimbursed by the
PACE organization at negotiated rates for services authorized under the plan of
care.

Out of network providers will only be reimbursed for emergency services.

All providers accepting payment from the PACE organization shall accept such
payment as payment in full.

No payment shall be made on claims for services not authorized under the plan of
care (or pre-approved by the PACE organization in the event of urgently needed
out-of-network and/or post-stabilization care) unless they are emergency services
(except in the event of urgently needed out-of-network and/or post-stabilization
care if the PACE organization fails to respond to a pre-authorization request
within 1 hour).

G. Access, utilization management system/protocols

1.

Utilization management shal be accomplished by means of a care plan,
authorized by and developed in coordination with the recipient under the guidance
of the multidisciplinary team.

Care management should be linked into the Access process and also be linked
into the quality assessment and assurance processes of the PACE organization.

Access flow chart and practice guidelines are under devel opment.

H. Organized community delivery system requirements, including collabor ative
agreements

1.

The PACE organization must demonstrate an established network of contracted
providers with sufficient capacity to provide all required services.

Particular favor will be shown to those applicants who demonstrate the potential
for a network of providers of sufficient size to maximize continuity of care for
those beneficiaries already receiving specialty care

Note that primary care services must be provided by the primary care provider(s)
employed by the PACE organization, who serve primarily PACE participants).

However, the Department would support an application for waiver of this
requirement if such wavier would demonstrably increase the appeal of the
proposal to consumers while not compromising quality

The Financial and service delivery relationship between the PACE program and
the larger model should be clearly delineated and constructed with a view towards
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maximizing mutual benefit and efficiency within the parameters of the federal
regulations.

. Community benefit considerations

1. The required PACE center(s) will provide afocal point for education, prevention,
and other health services. While not required, it is conceivable that various social
events, educational events, and certain health interventions (such as influenza
vaccination) could be shared with the community at no or reduced cost.

2. The PACE program provides an inherent community benefit by alowing the
communities to continue to benefit from the presence of their elder members.

J. Acutevs. community based services management relationship

1. Active care management, coordinated by the multidisciplinary team in keeping
with the plan of care prepared in cooperation with and approved by the
participant, will be designed to ensure timely referral to the most appropriate,
least disruptive community based and preventative services.

2. Acute care will be managed by the same corporate entity that manages
community based services, maximizing the coordination of services and
minimizing disincentives to wellness preservation.

3. In addition, the same physician that managed community-based services through
the team will manage acute care. This involvement of medical expertise in care
management is a unique strength of the model.

K. Consumer and family inclusion in service system design, implementation and
monitoring

1. The PACE organization will be required to involve consumers in significant and
substantial ways. This will occur through its governing board, in the devel opment
of outcome goals and measures and in grievance procedures.

2. The federa rule requires community representation in the administration of the
PACE organization as well as the establishment of a Consumer Advisory
Committee to advise the Governing Board.

L. Reationship, roleresponsibilitiesrelativeto DCH

1. The PACE program will operate as a component of the master contract between
the Department of Community Health and the fiscal fiduciary of the long term
care model.
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M. The PACE program will be subject to all terms of participation under Medicaid
and Medicare.

VIIl. Financing Mechanisms

A. Ratedetermination method

1.

The PACE organization will be paid a capitated rate in the same manner as our
existing PACE model in Detroit (details to follow).

For Medicare dligibles, the Federal government will aso pay a capitation (thereby
reducing the effective covered services and capitation rate paid by the state for
these individuals) to the PACE organization.

The capitation rate will be that paid to Medicare+Choice managed care plans
under Parts A & B (where applicable). This payment will be mix adjusted,
multiplying the MedicaretChoice base rate by a frailty factor to adjust for the
high needs of this population.

Currently, the frailty factor is 2.39.

A risk-based adjusted capitation system will be implemented in the future
(perhaps FY 2001), similar to the risk based adjustment system utilized for the
M edicare+Choice program as of January 1, 2000.

Medicaid capitation rates will be case-mix adjusted at some future date.

B. Payment method

1.

The PACE organization will be paid a fixed per member per month for al persons
who are Medicaid eligible and receiving services.

C. Risk bearing strategies

1.

2.

The PACE organization will bear full financial risk.

The PACE models shared risk with HCFA during phase-in, but this is not a
provision of the new PACE program under the federa rule.

D. Cost containment strategies
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1. Active care management, intensive adult day care and multi-disciplinary team

2.

approach will promote timely delivery of community and preventative services
designed to maintain wellness and prevent more costly acute care services.

Integration of Medicaid and Medicare capitations removes the incentive for cost
and responsibility shifting and creates incentives for health maintenance.

IX. Customer Services

A. Beneficiary rights

1.

The PACE shadl create information materials and tools to inform consumers of
rights and responsibilities under the plan, including the right to appeal adverse
coverage decisions and the right to a second opinion.

The consumer or authorized representative shall sign and date a statement
indicating that they have received an explanation of consumer rights and
responsibilities in writing, that the rights have been explained to them, and that
they clearly understand.

These activities shall be conducted as part of the initial assessment process.

The virtua organization shall create information materials and tools to inform
consumers of rights and responsibilities under the plan, including the right to
appeal adverse coverage decisions.

B. Beneficiary responsibilities

1.

The beneficiary is responsible to cooperate with the efforts of the case manager to
coordinate preventative and community based services.

C. Grievancesand Appeals

1.

2.

Consumers have the right to contest decisions affecting eligibility and services.
Information shall be provided that clearly explains the grievance procedures
established to address the beneficiary's right to appeal the decisions made by the
provider.

Additionally, Medicaid clients have the right to a Medicaid Fair Hearing before
an Administrative Law judge when they have received an adverse decision from a
Medicaid provider.
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X.

3.

The PACE organization, and its contractor shall follow all applicable rules,
regulations, federal laws, state law and policies related to the programs
established under this proposal

D. Customer interests (handbook, education and training opportunities,
information, etc.)

1.

The PACE organization shall develop and maintain consumer education materials
designed to provide clear, concise and accurate information. Educational
materias include but are not limited to a consumer handbook, bulletins or
newsletters. At aminimum, consumer handbook shall detail:

- Consumer rights and responsibilities
- Pan benefitsand limitations
- How to access providers and caregivers

- The role of the interdisciplinary team and how to access and work with the
interdisciplinary team to develop a care plan and receive services

- Appeds processes
- Accessing emergency care

Service Planning and Care Management

A. Coordination with M| Choice Access

1.

Individuals shal be determined medicaly eligible by an authorized MI Choice
Access organization prior to enrollment in the PACE.

Information collected during the dligibility determination process shal be
provided electronically to the PACE organization to be used as the foundation
upon which further assessment and care planning activities are conducted.

B. Accessto plan process, services

1.

Screening and enrollment: Eligible individuals residing in the service and electing
to receive services through the PACE program will be screened, evaluated, and
enrolled (flow chart of consumer access and enrollment process under
development)

Following enrollment, the individua will be assigned to a multi-disciplinary care
management team, which shall contact the individual by phone within 24 hours
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and in person within 72 hours in order to assist the enrollee is developing a plan
of care.

C. Person-centered planning process, care plan development

1.

All care planning and service delivery shall be conducted in a person-centered
manner. The person-centered planning process begins at enrollment. The
multidisciplinary team shall conduct an initial assessment with active
participation of the consumer and others, as deemed appropriate or necessary.

Based on assessment findings and expressed desires, the multidisciplinary team
and consumer develop a single plan of care that coordinates all aspects of service
delivery across al care environments.

Consumers approve of the care plan prior to service implementation. The
multidisciplinary teams arrange services from the consumer’s provider of choice,
where possible (certain members of the multidisciplinary team, including the
primary care provider, must be employed by the PACE organization and serve
primarily PACE participants).

Opportunity for self-determination include:
Development of care plan which must be approved by the participant.
Choice of provider from provider network for many services.

Female participants may select a women's health specialist for primary care in
lieu of the PACE organization’s primary care provider.

Care management

1.

The assigned multidisciplinary team shall provide care management, follow-up
and monitoring on an ongoing basis according to established protocols.

The multidisciplinary team will maintain contact with the participant, conducting
in-home reassessments a minimum of every 90 days to ensure the participant’s
health and safety in the least restrictive, most cost efficient setting.

The multidisciplinary team must conduct an in-person reassessment in the event
of a change in the participant’s health or functional status or at the request of the
participant.

The PACE organization must have established protocols for 24 hour crisis
resolution in the event of a sudden change in the participant’s environment (e.g.
emergent illness or injury of afamily care provider), such that the plan of care can
be modified and necessary services provided in atimely and safe fashion.
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E. Careplan outcomes evaluation, revisions

1.

Through the person-centered planning process, the participant and
multidisciplinary team establishes goals and desired outcomes at case onset.

Periodic, required reassessment and reevaluation of the care plan (at least once
every 90 days, or at the beneficiary’s request) alows for adjustments and
revisions as necessary to address identified needs.

F. Responsivenessto community, community inclusion

1.

PACE organizations are required by law to have consumer representatives on
their governing Boards. Through the application process, PACE organizations
will need to document agreements with the Area Agency on Aging, the CMH
Service programs, and the Substance Abuse Coordinating agencies. As the PACE
organizations create their networks for delivering care they will of necessity call
on existing community resources. It is DCH'’s intent to create a strong ling
between aging services and the long term care PACE organization without
creating overlaps in spheres of responsibility.

Furthermore, the PACE organization shall provide ample opportunity for the
inclusion of other existing community long term care service providers that
provide services included in the benefit package of the plan.

XI.  Provider Network
A. Scope and capacity of provider network
1. The following members of the multidisciplinary team must be employed at each
PACE center and serve primarily PACE participants:
- Primary care physician
-  Regigtered nurse
- Socid worker
- PACE center manager
- Home care coordinator
- Recreational therapist or activity coordinator
- Persona care attendant
- The PACE organization shdl have the capacity to provide al plan benefits on a
direct basis or through &ffiliated providers.
- The PACE organization shdl assemble the network, credential providers and
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establish subcontract agreements as necessary to ensure adequate capacity.

-  The PACE organization shdl be responsble for paying providers in a timey
fashion for authorized services a the negotiated rate.

B. Provider credentialling and privileging

1.

2.

3.

The PACE organization shall ensure providers meet established standards and
licensing/ certification requirements prior to utilizing them in the provision of
services.

The PACE organization will take reasonable efforts to ensure that provider
credentialling remains current.

While providers shall not be dismissed from the network without due cause, the
PACE organization shall take reasonable efforts to ensure that network providers
provide safe and effective care for their beneficiaries.

XIl.  Quality Assurance

A. Quality improvement process

1.

The PACE organization shall have a written quality assessment and improvement
plan, and an established quality improvement program

The plan will include, and the program shall address, at a minimum, the following

elements:

- Savice utilization (see below)

- Caregiver satisfaction and turnover

- Paticipant satisfaction

- Paticipant outcomes, as derived from periodic assessment data addressing the
following:
» Physologic well being

Functional status

Cognitive ability

Socia/behaviord function

Qudity of life

SHety, efficacy, and timeliness of dl sarvices identified in the plans of
care, whether clinical or non-dinica.

v Vv v Vv v

» Grievances and gppeds
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3.

» The PACE program shdl achieve minimum performance standards in
each of these aress, to be negotiated between the State and HCFA, and
documented in the PACE program agreement.

In view of the ongoing development of technologies and treatment modalities,
continuous quality improvement should be the goa of the PACE program
regardless of how positive the outcomes are in terms of current capabilities and
expectations. The PACE program should see as its mission the constant
expansion of the envelope of perceived limitations to efficacy, quality, and value.
While potential in any given point in time is finite, the capacity for progress in
these areas should be assumed to be without limit given the necessary innovation,
expansion of technology and theory, and desire to provide maximal benefit to the
aging community.

B. Utilization evaluation

1.

1.

The continuous quality improvement process must include documentation of the
degree to which the program maximizes least-restrictive care and wellness.

This documentation shall include, but not be limited to:
Inpatient hospitalization rate
Institutional care utilization

Emergency care utilization

Per for mance/outcomes monitoring and evaluation

The PACE program shall establish one or more committees with both community
and consumer representation to assess outcomes data and provide
recommendations to the continuous quality improvement process.

The PACE program shall report annually to the State and HCFA on its progress in
achieving the stated objectives of its quality assessment plan.

The PACE program will be evaluated on its documented performance in terms of
its stated objectives and the degree to which its performance exceeds past
experience both within the program and the market at large.

The PACE program will be expected to submit a revised quality assurance and
improvement plan to the State and HCFA annualy, documenting how past
shortcomings will be addressed and past successes built upon.
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XIll. Long Term Care Reform Priorities

A. Personal responsibility

1.

Individuals who are not financialy eligible for Medicaid-funded benefits will be
encouraged to participate in the plan on a private pay basis. Provision of care
management and supports coordination will assist individuas in using resources
in a manner which allows them to support their long term care needs for a longer
period of time, delaying their entry to the public system, and thereby reducing the
overall expenditure of public funds on their behalf. In addition, utilization of care
management services will delay or prevent morbidity, improving the beneficiary’s
quality of life.

B. Housing

1.

Use of creative living environments to ensure the hedlth and safety of plan
participants will be encouraged. Provision of services in assisted living and other
supported living environments is expected to result in decreased health care
expenditures for the target population. Further, provision of services in the least
restrictive, most cost effective environment will help achieve the simultaneous
goals of cost containment and consumer satisfaction.

C. Best practice guidelines

1.

Best practice guidelines for the models are under devel opment.

D. Sdf-directed Care

1.

Due to the constraints of federal regulations and the financial risk born by the
organization, the PACE model may not amenable to self-directed care.

However, the cooperative development of a plan of care will promote consumer-
directed service delivery.

XIV. Evaluation Considerations (see Evaluation Section)

A. Outcomes achieved:

1.

2.

Access

Quiality
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3. Cost
B. Model implementation integrity:

C. Evaluation process:

XV. Implementation Considerations

Enrollment in other PACE programs throughout the nation has been limited. One substantial
barrier to enrollment is the need to change providers if existing providers are not in the PACE
network, particularly since the primary care physician must be a PACE direct employee and
work primarily for the PACE program. Applicants are encouraged to address this issue with
credtivity.

The opportunity for innovation in delivery of services within the PACE construct is limited to an
extent by federa regulation, athough there is some (as yet untested) room for variance through
waivers.
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Evaluation of the Models and Outcomes

Overview

The long term care evauation is intended to compare across models, compare across four
sub-populations (frail elderly, persons with dementia, young disabled, end of life);
between basdine and quarterly follow-ups, and between model participants and
comparison group members drawn from other counties and, perhaps, other states.

Data for most questions are likely to come from Michigan’s rich set of on-going data
sources for long-term care populations including the M1 CHOICE/MICIS data, MDS data
from nursing homes, and other sources such as nursing home cost reports and Medicaid
clams data, and from national data sets such as the Medical Expenditure Panel (MEPS)
and the national death index. In some cases, participants and controls will have data
available for relatively long baseline periods, which have aready begun for some
enrollees or may begin before Phase One is implemented.

Primary data collection (i.e., directly from models and/or participants) on a sample of
participants and a sample of control group waiver clients will be required for assessment
of effects on self-determination and changes in the extent to which care choices are
consumer-driven. Comparison group data on self-determination might be available from
RWJF projects for some subpopulations.  Primary data collection will also be required
for assessment of quality of life, satisfaction with care, and informal caregiver outcomes
such as burden, stress, and satisfaction.

Benefits of treatment tend to be greatest early in a participant’s experience, declining
after continued participation, especially beyond one year. Experience suggests that
collection of primary data, and cost data, should wait until the program has reached a
steady state. The evaluation begins at the end of year one of Phase one and continues for
two years. However, the evaluation contract should begin one month before the study
period and continue for five months after the two-year study to alow time for fina data
acquisition, analysis, and reporting.

Given past experience in home care studies, expectations should be modest. Priority in
the evaluation efforts should be placed on improving participant and informal caregiver
satisfaction and participant self-determination.

Overal questions on outreach, intake, assessment, level of care and edligibility
determinations are not applied to the models but should be asked separately of the Ml
Choice access process and the entities which perform those functions (likely a separate
evaluation). However, the models will be expected to accept and retain dually eligible
consumers and will be evaluated for their success in accepting them and in atering their
utilization patterns and outcomes.
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Research Questions

Specific research questions will include:

A. Access

1.

|s the target population being served? Measures:

- What is the penetration rate (numbers served per numbers estimated to be in
sarvice areq)?

- How does the case mix being served compare to the case mix estimated to be in
the population? In the nursing homes? To smilar settings in other states? What
are turnover rates, lengths of stay, discharge, and re-enrollment rates? Have the
models succeeded in accepting and retaining dudly igible consumers?

Does the model meet physical accessibility standards? Measures.
- Arethefacilitiesand vehicles the modd uses barrier-freg?

- Does the modd meet geographic accessbility standards? (e.g., 30 miles or 30
minutes by public transportation)

- Areindividua sfamilies satisfied with the convenience and location of services?

Are services culturaly competent? Measures:

- What is the peneration rate among ethnic minorities? (Numbers served per
number estimated to be in service area).  Are interpreter services, and alternative
language materids (Braille) available?

- Areindividuas/families satisfied with cultural responsiveness?

Does the moddel meet timeliness standards? Measures;

- What is the average number of days from time of referrd to contact and from
contact to initiation of service planning?

- Wha is the average number of days from initigtion of planning to
commencement of services?

- Areindividuasfamilies satisfied with the timdiness of service commencement?

Does the model provide access to an integrated, comprehensive set of community-
based services? Measures

- How does the network of services used through the modd (including those
directly provided as wedl as those aranged) compare with the actua
congtellation of services and supports available in the community?

- What methods are employed to assure that individualsfamilies get the services
they need and when they need them (eg. recruitment and development of

142

LTC Work Group Report



provider network, strategies to prevent or reduce staff turnover, evidence of
coordination and/or agreement among community agencies, timeliness of
referral to commencement of services)?

Is the network of services aufficient and flexible enough to meet
consumer/family’ s current and changing needs?

|s access to housing aternatives available when needed and desired?

Does the modd improve access to acute/primary care without over-reliance on
emergency room visits?

What evidence isthere of coordination with acute/primary care providers?

Are individudsffamilies satisfied with the array and intengty of services they
receive?

B. Quality of Care

1. Isthe care provided by the model “consumer-driven”? Measures:

How are individudsfamilies involved in care planning? (Who is present during
planning?who isin charge? How are preferences, desires, and goals, solicited?)

Do options exist for individuas to be their own case manager or to sdect a
family member to do 0? Is training avalable to assst them in being a care
manager?

Is there evidence of consderation and use of socid integration, least redtrictive
environment, and community-based care?

How are individudsfamilies informed of the choices they have of services and
providers?

Areindividudsfamilies satisfied with their involvement in care planning?

2. Doesthe care provided meet standards of practice? Measures:

What treatment modalities are used for the condition and how do they compare
with standards of practice?

Is the care and treatment provided by qudified saff? Is the number of
inditutiond staff adequate? Are amenities improved? Is discharge-planning
effective?

Are measures taken to prevent disease or excess disabilities? (e.g., hedth and
safety precautions, wellness strategies)

Do the issuesidentified in assessment get addressed in planning?
What measures are taken to monitor health?
To what extent isthe variation in care used explained by patient risks?
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. Are the modes successful in identifying, serving and retaining an appropriate

population (including the duadly digible) with an appropriate and well integrated
set of culturally competent, reliable, high quality services delivered in a timely
manner?

Isthere an internal quality assurance/improvement program? Measures.
- Licensng and/or accreditation of network providers?
- How doesthe moded track performance of sub-contractors?

- How does the modd assure quality of providers? (Credentialing, background
checks)

- Are there orientation and training of new employees, training of continuing
employees?

- How does modd track complaints, critical incidents, sentind events, and make
improvements based on andyss?

- How is the input of individuas, families, and advocates obtained and used to
make improvements in service deivery?

. What is the role of utilization review and management (UM) in the models?

Measures:
- How isUM used to limit the use of high cost services?

- To what extent does UM apply treatment guidelines, protocals, and judgment to
determine if services ae agpproprite and necessary? Do they reduce
unexplained variation in use compared to the control group?

Is the grievance and appeal s process in place and used? Measures:
- Isthere awritten policy?
- How areindividua sfamilies informed of their rights to grievance and appeds?

- Is there evidence that written notice has been given when services are denied,
reduced, or terminated?

- Haveindividuas/families used the process?
- Doindividuasfamilies know of ther rights?

- Areindividuals/families who used the process satisfied with the outcome?

C. Outcomes-Individual: (Note: these will be individual - e.g., job or independence
for young disabled; improved health or socialization for frail elderly;
postponement of nursing home admission for persons with dementia, etc.)

M easur es.
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1. Isthere improvement or maintenance of participant and caregiver life satisfaction,
satisfaction with care, and other measures of caregiver benefits;

2. Is there reduction of participants unmet need, increased use of preventive
services, and improvements or maintenance in other condition-specific outcomes
and care plan goals for specific patients or subgroups, such as. hygiene, appetite,
nutrition, weight, depression, medication compliance, dleep patterns, pan
control, skin condition, living environment (e.g., removal of hazards; installation
of smoke detectors, emergency plan in place; telephone accessble and usable;
home repairs made), dental health, socia interaction and relationship with
informal caregivers and others, and improvements in end-of-life specific
measures of optimal care.

3. Are there improvements in institutional care quality including patient outcomes in
relation to trajectories and expected values?

4. Improvement or maintenance in participant self-determination, the extent to
which care choices are consumer-driven, and policies and practices are Olmstead-
compliant in provision of community based service options to clients who qualify
for institutional care;

5. Improvement or maintenance in activity levels, reduction in isolation, and in
mental and/or physical health and socia status;

6. Improvement or maintenance of mobility or physicad or mental function or
mortality.

7. Equivalent or superior performance on [two-three] selected outcomes compared
with selected standard outcome measures? (To the extent the outcome was desired
and indicated in planning.)

D. Outcomes-System M easures.

1. What were the impacts upon use? Was there at least limited impact upon hospita
admission and emergency room visits achieved? Were event histories improved
such as time until first hospitalization, subsequent hospitalizations, relative to fee-
for-service control group dates of outcome?

- Wha is the evidence that resources are being re-directed away from nursng
home placements and into ether serving more people and/or adding more
services and/or service capacity?

- How many people are successfully trangtioned form nursng homes into the
community?

- How does proportion of persons entering community LTC compare with the
proportion of persons entering nursing homes (case mix adjusted)?
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Is nursing home case mix, length of stay or discharge status of nursing home

. patients affected?

Is there evidence of improved care planning, and are care plans better explained
by patient risks and needs than in comparison groups experience?

If new users are drawn into the models, are they appropriately served with

. services adjusted to their needs and risks?

E. Cost and Efficiency Measures:

1. Arethe models cost effective?

- [Usng both regresson-based and actuarid methods| Are per cepita and
aggregate costs no higher than those of the comparison groups?

- Were cost increases, if any, no more than modest relative to the control group
(after costs have reached a steady state).

- Were codt increases, if any, offsst by incressed vaue in the form of
improvements in patient and caregiver satidfaction, sdf-determination and other
patient or informa caregiver outcomes. (In some models, informa caregivers
may come to be pad attendants but should continue to be regarded as informal
caregiversfor purposes of evaluation of models benefits).

- If higher, to what can the excess spending be attributed? (e.g., regiona wage rate
differences, improved outcomes, €etc.)

- To what extent are there savings in acute/primary hedlth care and in what areas?
To what is this attributed, e.g., pharmacy prices or use, nursng home prices or
use, etc?

- What are the cost savings to Medicaid and Medicare?

- How do the adminigrative expenditures compare with the direct care
expenditures?

. To what extent is private pay being used? Long-term care insurance? Other

funding sources?

. Did the negotiation process for selecting providers into networks result in lower

prices for care and services?

. Management information system (demographic and service utilization, cost).

Measures:

- Does the modd submit al data as required by MDCH, encounter data reporting
each discrete home care and other services?

- Is the data accurate (less than 5 percent error rate), in the formats and cycles
required, and on time?
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Are care planning and service use data linked?

Does the information system of the modd permit cost andlys's and tracking on a
least a monthly basis, monitoring service use patterns, variation by case manager
teams, geographic location, etc.?

Does the information system of the model have procedures for detecting fraud
and abuse?

Is the information system used to make internal management decisons?
Do data collected and provided by the models meet evaluators needs?

5. Models Management capability. Measures:

Are the modds appropriately and efficiently management?

Are they daffed by individuas who are available, adequate, qualified and well
supervised?

Is there is adequate infrastructure to maintain effective quality improvement and
information systems functions?

Are participants and caregivers treated as partnersin mode decision-making?

Effective use of timey and accurate management information to monitor
effectiveness and efficiency, provide feedback, and evauate success in
achieving mode objectives.

F. Implementation Models Unique Features

1. What are each model’s unique features, what specific promise does it offer, was
that feature implemented and did it produce the effects desired? Measures:

Virtud model
» Successin transferring technology to consumers.

» Responsveness to problems, cultura competency in adapting to specid
needs of subpopulations, effectiveness of ombudsman or consumer
response staff.

» Strategiesto protect users from depersonalization. Human back up.

» Innovative use of technology, new services introduced, incorporation of
consumer suggestions.

» Monitoring which technologies work best: web TV, computer-based
access, phone.

» Privacy protection.
» Linksto community organizations, associations, and advocacy groups.
» Contract and risk sharing arrangements, appropriateness of incentives.
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» How licensed: HMO or AFID (Alternative Financid and Delivery
System)

» Linksto the target population.
» Integration of care for dualy eigibles.
- Regional Provider Organization

» Which organizations are involved in the network, how are they linked to
the community, how do they communicate, how do they spread risk,
appropriateness of incentives, links to the target population.

- HMOs
» Accessbarriers, de-sdection methods, if any?

» Efficiency: how do they negotiate lower prices, and with what
consequences for service scope and qudity?

» Extent to which they employ early intervention and substitute services
to forestal more expensive services?

Methods of discouraging use of expensve or ineffective services.
Provider panel selection and monitoring; appropriateness of incentives?
Use of case management and targeted case management?

Solvency and reinsurance — timeliness of provider payment?

v Vv Vv Vv Vv

Payer source integration, including dualy eigible and private payment.
- Care Coordination Model

» Comprehensveness of the network; options for consumers.

» Communication methods, service integration.

» Risk digtribution, incentives, monitoring.
- PACE

» Adaptations to the basic PACE modd, e.g., new settings other than day
care?

» Enrollment success.

. Data Sources

A. Secondary Data Sour ces

1. Data to measure all outcomes except satisfaction, caregiver burden, and self-
determination at basdline and follow-up and between the treatment and control
groups should come principally from model reporting requirements, and the
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waiver programs. These should be routinely collected data, processed, stored and
reported by the management information systems of the models and the waiver
programs and provided without charge to the evaluators. The sources include:

- MI CHOICE/MICIS data collected on dl waver clients at client assessment and
at regular intervals.

- MDS daa collected on nursng home clients a assessment, annualy and
whenever thereisamgor status change.

- Nationd data sets such as the medica expenditure pand (MEPS), a nationd
probability household sample collected gpproximately 3 years ago and now
being released, and the nationa death index.

- Michigan data warehouse data.
- Nursing facility cost report database.

B. Primary data collection

1. In-person interviews regarding life satisfaction, satisfaction with care, caregiver
burden, and feelings of self-determination at baseline and annual follow-ups with
a sample of model enrollees and family caregivers, and waiver clients and waiver
client family caregivers not enrolled in the models.

2. Descriptive case study interviews conducted with model program directors, staff
and case managers.

3. Abstraction of care program policy manuals, staff training, budget documents,
cost reports, care planning guidelines, care plans, and other program documents.

lll.  Samples

A. Participant and Caregiver Samples

1. A treatment group sample of persons will be drawn to represent new enrolleesin a
model program after the one-year anniversary date of start-up of mode
operations. The sample will consist of all enrollees at each model and each model
ste. Members will be identified upon enrollment as they move into the models
for the following 12 months. Each sample member’s utilization, outcomes and
costs data will be collected for one year following assessment.

B. Satisfaction, Caregiver and Self-Deter mination Sub-samples

1. A treatment group sub-sample of enrollees and their caregivers drawn
proportionate to enrollment size at each model site will be interviewed at baseline
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and one-year follow-up to capture change in satisfaction, caregiver burden, and
perceptions of self-determination of care choices.
C. Control Group Waiver Client and Caregiver Sample
1. A control group sample will be drawn from among waiver clients in counties
matched to those with model programs.
D. Satisfaction, Caregiver and Self-Deter mination Sub-sample

1. A sub-sample of control group members and their family caregivers will be drawn
from the full control sample.

IV. Research Design and Analytical Approach

A quasi-experimental pretest-post-test, treatment-control group design will be employed.
Model-by-model differences between model enrollees and control group waiver clients will be
evaluated with the following with iterations of the following general model:

y=bo+ B1x11-n-groupassignment+B2x2demographic+B3x3diagnostic+
B4x4physi cal function+B5x5mental function+B6x6prioruse+B 7x7-xnnotherconditions +error
where:
y=change from basdline to follow-up in any of severa outcomes such as physical function, skin
condition, caregiver satisfaction, perceived self-determination, etc.
x11-n-groupassignment =specific model or control group assignment

Since multiple outcomes will be tested, significance will have to be evauated conservatively to
avoid multiple comparison effects (e.g., if aphais set a .05, one of every 20 comparisons will be
significantly different by chance alone).
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Federal Waivers

The Health Care Financing Administration (HCFA) has statutory authority to waive particular
federal laws and regulations that govern Medicare and Medicaid. States must make application
to HCFA for awalver. For Medicaid funding, a waiver is essentia if the State intends to collect
the federal share of the cost for any services provided through programs that do not follow
established rules. Many of the recommendations in this report, particularly including the long-
term care models, would require a waiver in order to collect the federal share of the Medicaid
cost.

In general, there are two types of Medicaid waivers that can be provided by HCFA: “program”
waivers and “research and demonstration” walvers. In contrast to the research waivers, which
can be quite broad in scope and permit experimentation in many areas, program waivers are
usually more limited in scope. In the Medicaid program, there are two types of program waivers.
These are the home and community based service (HCBS) waivers and freedom of choice (FOC)
waivers.

The most relevant Medicaid waivers for Michigan to consider relative to the long term care
models appear to be the Section 1115 waivers and the Section 1915 waivers.

Section 1115 waivers are research and demonstration waivers. Under these walvers, states are
no longer required to follow a variety of standard Medicaid requirements in order to test ideas
and new policies. Each waiver is time-limited. Research and demonstration waivers have a far
more complex application process than program waivers, and tend to take considerably longer
(often literally years) to negotiate and eventually approve. They also have very extensive forma
evaluation requirements. Initial Section 1115 waivers do not have a time limit. The time frame
for initial walvers is determined by HCFA as deemed appropriate. Waiver renewals are limited
to three year extensions.

Section 1915(b) waivers are the Medicaid freedom-of-choice waivers. They permit a state to
waive beneficiaries’ rights to select their own Medicaid providers, comparability of services, and
the requirement to make any service provided available statewide. These aso alow states to
place beneficiaries in primary care case management programs (PCCM), which are administered
on a managed fee-for-service basis, or in a prepaid capitated arrangement. The latter type of
arrangement can involve mandatory enrollment in HMO's, hedlth insuring organizations, or
prepaid health plans. They are approved for two year intervals, and may be reauthorized by
HCFA.

Under Section 1915(c), states may request waivers of certain federa requirements which impede
the development of Medicaid-financed community-based treatment alternatives. The waiver
application must specify the types of services to be provided, the target population/s and the
areas of the state in which these services will be provided. Under these waivers, states have the
flexibility to design each waiver program and select the mix of waiver services that best meets
the needs of the population they wish to serve. States can waive statewideness, comparability of
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services and certain income and resource rules under these waivers. Section 1915(c) waivers are
for an initial period of three years and may be extended for periods of five years

1915(b) and (c) waivers in combination are probably the most fruitful route for Michigan. It is
the pattern most recently used by the Texas Star Plus program and Michigan's mental health
waiver. The combination 1915(b) and (c) walver overcomes the problem of HCFA delays in the
approva process since the granting of waivers is governed by a set time frame to which HCFA
has to adhere. The 1915 waivers are the most used and therefore the ones with which HCFA is
most familiar.

There is a potentialy relevant Medicare waiver (Section 222) which would be important for
serving dualy eligible beneficiaries in a single LTC model. A freedom-of-choice waiver under
Section 222 would allow mandatory Medicare beneficiary participation. A Section 222 waiver is
necessary for full integration of Medicare with Medicaid funds, which is a design objective for
the LTC models. HCFA appears reluctant to grant these waivers, though severa other states
have apparently been successful in negotiating some aspects of what is potentialy available
under these waivers
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LTC Models: Medicaid Covered Benefits

Covered Benefits

Current Availability

I. Acute/Primary Benefits

A.

Inpatient and outpatient hospital services

FFSIQHP

B.

Emergency Services

C.

Practitioners’ services (such as those provided by
physicians, optometrists and dentists enrolled as a Medicaid
Provider Type 10)

Secondary Prevention

New

Chiropractic Services

Podiatry Services

FFSIQHP

Immunizations

Well child/EPSDT for persons under age 21

Transplant Services

Family Planning Services

Pharmacy Services

&< |T|e|m|m|o

Durable Medical Equipment
Orthotics, Prosthetics, & Shoe Supplies

Certified Nurse Mid-wife services

Certified Pediatric & Family Nurse Practitioner Services

Hospice Services

o|0|1Z|=

Transportation
Ambulance & other Emergency Medical Transportation

Vision services

Hearing & Speech services, including Hearing Aids

Therapies, (speech, language, physical, occupational)

Diagnostic Lab, X-ray, and other imaging services

Health Education

Enhanced/Wellness Benefits

Home Health Services

X|Z|<|<|T|9| RO

Intermittent or short-term restorative or rehabilitative nursing
care (in or out of a facility)

Parenting & Birthing classes

Medically necessary weight reduction services

End Stage Renal Disease

%;!\‘K

Mental Health care up To 20 outpatient visits per contract
year

Maternal & Infant Support Services (MISS). Outreach for
included services, especially pregnancy related and well-
child care

Treatment for sexually transmitted disease (STD)

Blood lead follow-up services for individuals under the age
of 21

Out of state services authorized by contractor

II. Nursing Facility Benefits

A.

Administrative Services

B.

Oral Hygiene Supplies
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Covered Benefits

Current Availability

C.

Durable Medical Equipment
1. Standard Equipment
2. Customized Equipment

Enrichment Programs

Food

Holding a Bed

Hospice

I|ommo

Intravenous Therapy--nursing services, supplies &
equipment,

Laboratory tests
which can readily be performed at the nursing home (e.g.,
Testrip) the drawing and delivery of laboratory specimens

Laundry Services

Medical Supplies & Accessories

Medication Review

Mental Health Service provided by nursing staff

Nursing Care

One-Day Stay

Oxygen Administration, equipment, supplies

Personal Hygiene Items

Pharmacy/Over the Counter Products (OTCs)

Special Placement (e.g., ventilator care)

Routine Maintenance Therapy

S|P D000 ZIZ|T |~ =

Transportation

V.

Vaccines

lll. LTC Community Based Benefits*

*All covered benefits may be provided in any community based residential setting

*Self-directed care and individual budgets (for all or part of the services/supports to be

provided) must be available to beneficiaries at their option.

A. Adult Day Care MI Choice Waiver
B. Care Management Home Help/FIA
MI Choice Waiver
C. Chore Services MI Choice Waiver
D. Counseling MI Choice Waiver
E. Emergency Services New
F. Environmental Modifications MI Choice Waiver
G. Family/Caregiver Support Services New
H. Fiscal Intermediaries New
I. Home-delivered Meals MI Choice Waiver
J. Homemaking Services Home Help/FIA
MI Choice Waiver
K. Hospice FFES/QHP
L. In-home Nursing (including staff transportation) FFS, MI Choice
1. Nursing, R.N. (hourly and visit) Waiver
2. Nurse, L.P.N. (hourly and visit)
3. Certified Nurses Aide (hourly and visit)
M. Multidisciplinary Assessments, as needed for the person New
centered planning process
N. Personal Care Home Help/FIA
1. Direct MI Choice Waiver
2. Supervision
0. Personal Emergency Response Systems MI Choice Waiver
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Covered Benefits Current Availability
P. Community Based Prevention New
Q. Respite MI Choice Waiver
R. Specialized Medical Equipment and Supplies MI Choice Waiver
S. Training in Independent Living Skills MI Choice Waiver
T. Transportation, non-medical MI Choice Waiver
U. Other services determined necessary by the person New
centered planning process to improve and maintain the
participant's overall health status
V. Optional at the plan’s discretion, Room and Board Support New
W. Optional, at the plan's discretion, Transportation/Community New
Living Subsidy Funds
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Medicaid New Covered Benefits Definitions

Community Based Emergency Services

Definition: LTC Community-based Emergency Services are those activities and services
needed to respond appropriately to the criss, emergency and/or urgent needs of the
beneficiaries of a long term care plan, as related to their long term care and support in the
community. Community-based emergency services must include a 24-hour, seven days per
week crigs emergency service that is prepared to respond to individuals experiencing urgent
and emergency dtuations. Services involve assessments, diagnosis, crisis intervention and/or
rapid referral and linkage to needed care and resources. These services include, but are not
limited to, outreach, capacity to place an individud in a safe, temporary environment if needed,
and immediate deployment of in-home care gaff. These services may be directly provided by
the LTC plan, or may be arranged through contract.

(This is a separate benefit from the medica emergency options that occur in accordance with
the provisions of the plan for emergency acute care.)

Family/Caregiver Support Services

Definition:  Family/Caregiver supports services are services provided to families and/or
caregivers of persons who are elderly or have a long term physical disability for the purpose of
maintaining a person in hisgher home. Services include those designed to preserve family and
caregiver capacity, prevent facility placement, and restore family/caregiver capacity.

Supports provided depend on the needs of the individual and the family/caregivers. They
include, but are not limited to, education, training, and counseling for family members, and
caregivers (parents, spouse, children, siblings, relatives, in-laws) who are caring for and/or living
with a family member who is ederly or physicaly disabled. To the extent available,
family/caregiver supports should coordinate and/or compliment other resources already available
in the community.

(Respite services are listed as a separate covered benefit)

Fiscal Intermediaries

Definition:  Fiscal intermediaries are agencies or entities that provide the necessary
administrative fiscal functions to support the consumer in having more direct control over
selecting and supervising direct care workers and other services. These functions may include
managing payroll, maintaining records, producing reports, purchasing fringe benefits and other
fiscal and support services. A fisca intermediary generally provides these services to the
consumer, the funding organization and service providers.

Appendix Page 159



Multidisciplinary assessments, as needed for the person center planning
process

Definition: Multidisciplinary assessments are those assessments needed to support an effective
person centered planning process. Person centered planning is a process for planning with and
supporting the individual receiving services. The process builds upon the individua’s capacity
to engage in activities that promote community life and honors the individual’s preferences,
choices and abilities. As part of this process, assessments from a variety of disciplines and/or
life areas may be necessary in order to clarify needs, abilities and appropriate service/support
choices.

Secondary Prevention (an acute/primary covered benefit)

Definition: Secondary prevention is those interventions that prevent the occurrence of secondary
conditions and/or further deterioration of the disability/primary condition.  Secondary
disability/condition(s) are causally related to a disabling condition and can be either a pathology,
an imparment, a functional limitation, or an additional disability. Examples of secondary
conditions may include mobility problems, skin problems/pressure sores, arthritis, carpa tunnel
syndrome, fatigue, weakness, pain, obesity, osteoporosis, depression and respiratory problems,
etc. They can aso include injuries from improper or lack of adaptive equipment and orthotic
devices.

(It should be noted that removal of many current fee for service benefit restrictions in a capitated
environment will allow any benefit to be used more flexibly. This will help ensure that proactive
prevention can be maximized.)

Community Based Prevention

Definition: Community based prevention is those activities, materials and processes that serve to
assist individuals and/or groups of people covered by the plan from becoming ill, having
increased difficulty with activities of daily living and/or instrumental activities of daily living,
loosing cognitive ability and/or jeopardizing the capacity of the individual to remain in a more
independent community based setting.

Other services determined necessary by the personal centered planning
process to improve and maintain the participant’soverall health status

Definition:  As part of the person centered planning process, services and/or supports not
otherwise included in the covered benefits list may be identified as being needed to improve
and/or maintain the participant’s health status and ability to live in their own home and
community. These services/supports may be covered so long as they are included in the person-
centered plan and their relationship to goals and objectives that address long term care issues and
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for the person’'s ability to live in the community are identified. (This recognizes that a person-
centered plan may contain components for which Medicaid is not able to provide coverage.)

Optional, at the plan’s discretion, room and board support

Definition: The plan may, at it's discretion, offer financial subsidies for room and board on an
individua basis if, by doing so, an individua may live in a more independent and less costly
setting than would be the case if a subsidy were not available. Provision of this benefit is subject
to use of the Community Residential Room and Board Support Practice Guideline. Using plan
funds for this may occur only after all other resource options have been considered and found to
be unavailable.

Optional, at the plan’s discretion, Trandtion/Community Living Subsidy
Funds

Definition: These are funds that may be used for expenses that are necessary on an individual
basis for a consumer’s transition to a more independent living setting, but are not covered by
other funding options. For example, a nursing home resident transitioning to community living
may need assistance with a rental security deposit or housekeeping supplies. Provision of this
benefit is subject to use of the Community Transitioning Support Guideline. Using plan funds
for this may occur only after all other resource options have been considered and found to be
unavailable.
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Medicaid and Medicare Covered Benefits Under PACE

Covered Benefits

l. Acute/Primary Benefits
A. All Medicaid-covered services, as specified in the State’ s approved Medicaid plan

B. Multidisciplinary assessment & treatment plan

C. Primary care, physcian and nurse services

D. Socia work services

E. Restorative therapies, including physical therapy, occupational therapy and speech-
language pathology services
Transportation

Medical Speciaty Services

a) Anesthesology

b) Audiology

c) Cardiology

d) Dentistry

e) Dermatology

f) Gastroenterology

g) Gynecology

h) Internal Medicine

i) Nephrology

1) Neurosurgery

k) Oncology

[) Ophthamology

m) Oral Surgery

n) Orthopedic Surgery

0) Otorhinolaryngology

p) Plastic Surgery

g) Pharmacy Consulting Services
r) Podiatry

s) Psychiatry

t) Pulmonary Disease

u) Radiology

V) Rheumatology

w) Genera Surgery

X) Thoracic and Vascular Surgery

y) Urology

H. Laboratory tests, x-rays, other Diagnostic procedures

|. Drugs & biologicals

J.  Prosthetics, orthotics, durable medical equipment, corrective vision devices, such as.
eyeglasses and lenses, hearing aids, dentures and repair and maintenance of these
items.

o[
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Covered Benefits

K. Acute inpatient care, including:

Ambulance

Emergency room care and trestment room services
Semi-private room & board

General medical & nursing services

Medical surgical/intensive care/coronary care unit
Laboratory tests, x-rays, & other diagnostic procedures
Drugs and Biologicals

Blood and blood derivatives

Surgical care, including the use of anesthesia

Use of oxygen

Physical, occupational, respiratory therapies, and speech-language pathol ogy
services

XTI STQ o a0 o

. Nursing Facility Benefits

A. Semi-private room & board
B. Physician & skilled nursing services
C. Custodial care
D. Persona care and assistance
E. Drugsand biologicals
F. Physical, occupational, recreational therapies, and speech-language pathology, if
necessary
G. Socia services
H. Medical supplies & appliances
1. LTC Community Based Benefits
A. Personal care and supportive services
B. Day Program
C. Nutritiona counseling
D. Recreationa therapy
E. Meds
F. Other services determined necessary by the multidisciplinary team to improve and

maintain the participant’s overall health status
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LTC Model Service Process Flow Chart

LTC MODEL SERVICE PROCESS WITHIN A MODEL PLAN
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Long Term Care Person Centered Planning Flow Chart
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*The Term Person includes a court appointed guardian of a
dependent adult
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Financing Issues

I ntroduction

Moving to a new system of long term care service delivery, will require the creation of new
financing structures. These financing structures must be integrated into the design process, so
that the design objectives and the financing mechanisms are compatible. The design process has
proceeded from the assumption that we will use existing financial resources in new ways. The
new system will be built on the resources of the old system.

Overview of Current Financing

The key service components of the current system are nursing facilities, the home and
community based waiver services, home help, and medica services provided to those in long
term care. In following sections, the financing mechanisms and considerations of each of these
current subsystems are explained.

Current Nursing Facility Financing

Nursing facilities are reimbursed using a prospective cost-based system within one of two
classes. Class Il is for county owned facilities and hospital-attached facilities. The rest of the
facilities are in Class I. An individual facility’s costs from a historical period are used to set a
per diem rate for a current period. A facility submits a cost report every year. Cost reporting
and auditing limit the reported costs to those that are alowable for Medicaid rate setting. For
example, excess owner compensation costs are not included in Medicaid rates. The cost
reporting process separates accounts into those associated with patient care and those that are
administrative or for capital maintenance. Each of these categories and certain other cost
categories are subject to reasonable cost limits. For example, variable costs associated with
patient care costs above the 80th percentile for the class are imputed at the 80th percentile for
rate setting purposes. Once a cost basis is arrived at for the historical period, it is brought
forward to a payment year per-diem. The current inflation factor was legidatively mandated at 4
percent.

In addition to the basic rate there can also be rate add-ons. For severa years facilities have been
able to get a rate enhancement to fund wage and benefit increases for staff of fifty or seventy five
cents an hour. These add-ons are cost settled to insure that increases are actualy paid to
workers. The most recent wage pass through has been paid in addition to any other inflation
adjustment. Facilities have also received rate add-ons as incentives for quality. Currently
nursing home rates are not case mix adjusted.

Home and Community Based Waiver

The home and community based waiver agents are paid an administrative fee for program
administration and care management. Services other than care management are billed through
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the Medicaid fee for service system up to a cost celling. Waiver agencies are at risk for cost
above the ceilings in a shared corridor arrangement with the State.

HomeHelp

The Department of Community Heath and the Family Independence Agency share the home
help program. DCH has responsibility for policy and federal requirements. FIA operates the
program. Care managers are FIA employees.

Under the home help program, the consumer arranges for his or her own care provider with
assistance from the FIA care manager, if needed. FIA acts as fisca intermediary. FIA issues
checks to pay for those services through the model payment system. FIA aso pays socid
security and unemployment for caregivers so the consumer does not have to dea with the issues
related to it.

Conceptual Approachesto Financing

Even though the current long term care financing system functions under a fee for service model
there are different approaches possible.  Approaches can be categorized as follows:

» Feefor sarvice

» Expenditure targets

» Global budgets

» Capitation

» Sdf-determination service vouchers

Each of these approaches has advantages and disadvantages.

Feefor Service

Under a fee for service system providers agree to participate and are paid when they submit a
valid bill for a service provided. The more providers bill the more they are paid. The feeis often
negotiated or determined by the Medicaid program. There can be limits on payment rates. The
current nursing facility per diems are paid under fee for service but the rate determination
process checks for allowable costs and imposes payment limits in setting that rate. Fee for
service systems often have access controls for high cost services. For example, an expensive
procedure may require prior authorization before it can be provided. Because the system
contains no financia incentives to limit services, fee for services systems have post-payment
utilization review to check for appropriateness of services.
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Expenditure Targets

Expenditure targets are non-binding budgets or capitation amounts calculated for a set of
services. The targets are determined through the same kind of cost analysis that is used for risk
bearing structures like capitation.

Expenditure targets are created where there is a managing entity for a set of health care services
that can apply care management and other tools of managed care but the managing entity is not
organized to bear risk. Services continue to be billed under a fee for service model. While not
binding, the targets provide a way for the organizations and the payer to measure care
management performance on a total cost basis as well as a way of examining and managing unit
costs. Within an expenditure target system, payers can create incentives for meeting or
exceeding targets.

Global Budgets

Global budgets fix a set amount for all health care services in a geographic area. For example, in
the Canadian health care system, provinces are given a fixed amount of money to provide all
health care services to the population. If the funds are inadequate, the managing governmental
unit must cut services or add money. Providers within the system are not necessarily at risk, but
they have an interest in the yearlong solvency of the managing entity, usualy a unit of
government. The amounts paid are usually based on budgetary approaches. This means that the
system has year-to-year corrections based on over or under expenditures but is not volume
sengitive in the short run.

Capitation

Capitation is the financing structure commonly used to pay for Health Maintenance Organization
(HMO) services. Costs are calculated on per member per month basis. The rate is often adjusted
for cost risk factors such as age and gender and geography so that there are different rates
depending on consumer characteristics. Some capitation systems for high-risk populations adjust
for the medical characteristics of the consumer. If rates are determined based on fee for service
cost, they may be discounted to account for expected savings from managed care. Capitation
rates are usualy al-inclusive for a broad set of services. Services not included are sometimes
caled “carve outs’. Managing entities assume financia risk for providing services in excess of
capitation payment amounts. They will be able to keep some or all of the efficiency gains as
profit or community benefit.

The managing entity creates the network of providers of services and the payment arrangements.
Network providers may or may not assume some of the risk for meeting financial constraints. |f
providers share in the risk, they aso can make profit. Payers may have arrangements under a
capitated system where the cost of expensive cases is shared or large profits are shared. Such
arrangements are often structured around corridors. Because they are paid on a per consumer
basis, capitation systems respond to volume changes, immediately.
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Sdf-Determination Vouchers

Vouchers are a way of giving consumers control over their lives. The consumer has a fixed
budget and is responsible for arranging for and managing their services. Home health and
personal care are kinds of services that are vouchered. In most places where vouchers have been
put in place, support services are available to the consumer to assist them in managing their own
care and to insure qudity. In some places agencies act as the fiscal intermediary for the
consumer, writing checks and taking care of insurance and liability issues. The consumer may or
may not be at risk. However, if the consumer exceeds their budget they may lose the opportunity
to manage their own care.

Why Capitation?

Capitation has come to be an approach of choice in dealing with health care costs. The reason
for this is the structure provides very strong cost controls. It creates strong incentives for cost
control at the management and provider levels. The profit motive creates incentives for even
more cost control that may be leveraged in future capitation amounts. The structure provides
more flexibility in delivering services that improves consumer satisfaction, quality of service,
and health outcomes. The cost pressure and the flexibility of the delivery structures encourage
innovation and administrative efficiency. Capitation also provides incentives for preventive
care.

For the payer, capitation creates a very predictable budget. The at-risk entity assumes most of
the risk for fluctuating costs. If there are profit sharing features built into the capitation system,
the payer may also realize savings. Capitation is responsive to population changes.

Conceptual Rate Setting Process

A capitation rate is designed to pay a fair per member per month fee for a set of services. Itis
usually based on an anaysis of fee for service data. Globa budgets are set based on yearly-
expected cost. Globa budgets can be derived from the same kind of analysis that is used to
develop capitation rates.

In order to set capitation rates, costs for the sets of services being capitated are divided by the
number of people receiving services, adjusted to a monthly basis. Usually this is done for a base
year period. Once the basic calculation is done refinements are made. Costs are analyzed to see
how much they vary based on age, gender, geography, and acuity. Overal adjustments are made
to account for inflation trends and program changes that affect cost. Refinements can be made to
the basic calculation or by creating rate cells based on age, geography or acuity if the cost
andysis indicates it is necessary. Capitation rates are usually done under the supervision of an
actuary and are examined for actuarial soundness.

Fund Sources

The new long term care delivery systems are expected to reduce fragmentation in the system by
integrating funding sources. The following funding sources will be integrated to the extent
possible:
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Aging
Medicaid
Private insurance

Private buy-in

vV V VvV VY VY

Medicare

Medicaid funding will be comprised of funds currently used to pay for nursing facility care,
home and community based waiver service, ancillary medical care, home help services, and

amounts Medicaid consumers contribute toward their care costs.

Medicaid Rate Development for LTC
Medicaid Costs Rates
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CaseMix

It makes intuitive sense that different consumers have different care needs and different
associated costs. Case mix systems adjust for acuity in the amounts paid for services. In long
term care the most prevaent systems create categories for payment based on information
contained in the federa Minimum Data Set (MDS). The MDS is a comprehensive assessment
tool that contains information on a consumer’s diagnosis, support systems, and their ability to
perform a core set of functions associated with independent living.

One advantage of case mix adjusted systems is that they remove from at risk plans both
incentives and disincentives related to care needs of potential consumers. All consumers are
equally attractive based on the relationship between need for services and payment. People who
need more services come with increased payment. Those who come with lower care needs come
with lower payment.

Financing in the new system will account for case mix differences in payment.
Risk Sharing

In creating financing for the new models risk-sharing mechanisms are often used to encourage
implementation. For example: In the first two years of operation of a Regiona Provider
Organization the State will share some percent of costs exceeding an agreed to level.

In order to protect the at-risk entity and service to consumers, organization must have
reinsurance and cash reserves.

PACE Financing Structure

There is aready one Program of All Inclusive Care for the Elderly (PACE) in Michigan. This
plan is financed under a dua capitation model. The federal government provides a capitation for
Medicare service payments and the State provides a capitation reflecting Medicaid fee for
service experience for this population. This system will be maintained in Phase |.

L TC-HMO Financing Approach

Because HMO structures are a business model based on capitation and risk, this model will be
capitated at onset of Phase | implementation. The mode will be implemented through a
competitive bid for services and rates. There will be multiple providers in an area.  In setting
the capitation rates, rate cells will be established that have adjustments for geography and case-
mix. In the initial implementation period the State may engage in some risk sharing with the at-
risk plans. No explicit start-up costs will be recognized.

Care Coordination M odd Financing Approach

Because the Care Coordination Model is based around the existing waiver structure, which
incorporates ceilings and limits, the long term care component of this model will be capitated at
onset of Phase |. Capitation of acute/primary care will be phased in. The mode will be
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implemented through a competitive bid for services and rates. There will be multiple providers
in an area. In setting the capitation rates rate cells will be established that have adjustments for
geography and case-mix. In theinitial implementation period, the State may engage in some risk
sharing with the at-risk plans. Because managing acute/primary care will be new for waiver
agencies, the state will consider supporting development through technical assistance and other
needs.

Regional Provider Organization (RPO) Financing

Because Regiona Provider Organizations are based in a community-organizing model and will
have to be developed, they will start with expenditure targets under fee for service and move to
capitation arrangements with risk corridors after a reasonable period of implementation
experience. This may be two or three years. Eventualy, the RPOs will assume full risk within a
case mix adjusted capitation rate.

Because it requires community organizing, the State will support development through technical
assistance and other means.

Virtual Organization Financing

The virtual organization is an emerging way of delivering goods and services in business but has
not been widely used to deliver public services. The virtua organization is expected to follow
system development processes that begin with a prototype that is refined through formal testing
processes. For this reason it will be run initially under fee for service using expenditure targets
to track ongoing performance in rea time. Start up and development may be supported by a
State/private sector partnership. The model will move to full risk capitation over time. This
model will incorporate consumer directed vouchers for a subset of service.

Start-up Costs

Most of the start—up costs will be borne by the organizations and businesses bidding. Services,
profit, and administration will come out of existing funds spent for services under the fee for
service model. However, there are afew explicit State start-up costs. They are:

» Technicd assstance
» Infragtructure, i.e. information systems
» LTC modd management and monitoring

Technical assstance will be necessary for al of the models but for the RPO and Virtua
Organization in particular. Some of the infrastructure to enable all of these models may have to
be supported. Information systems such as an encounter data reporting system in particular will
be needed. Wherever possible infrastructure will be built on top of existing systems. Findly,
putting Phase | into operation and monitoring the plans on an ongoing basis will require State
staff and other resources.
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Quality Incentives

A quality incentive system for the LTC models based on outcomes will be used. Outcome-based
systems like those developed or under development by David Zimmerman of University of
Wisconsin, Brant Fries of the University of Michigan, John Morris of Harvard University, and
others, will be the framework for this system. Quality incentives would be a reward system
related to profit or payments and only paid after a period of sustained quality performance.
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Structures for Long Term Care Model Organizations

There are three different structures that might be used in the proposed long term care models:
Health Maintenance Organizations (HMOs), Alternate Health Care Financing and Delivery
Systems (AFDS), and Provider Sponsored Organizations (PSOs). The three structures are
related and yet have their unique features.

HMOs and AFDS are licensed by the State as governed by the Public Health Code. Licensing
responsibility is currently shared between the Department of Community Hedth and the
Insurance Bureau. However, the DCH responsibilities are in the process of being move to the
Insurance Bureau.

HMO

HMOs are organizations that go at risk for a full range of health and medical services. In
order to be an HMO the entity must meet state licensure requirements including adequate
risk bearing structures and provide at least “primary health care services’ as defined in
thelaw. Primary services are:

Physician services

Ambulatory services

Inpatient hospital services other than for treatment of mental illness
Emergency health services

Diagnostic and laboratory and radiological services and therapeutic radiologica
services

Preventive health services

HMOs can add any service above the primary and basic services, but not provide fewer.
The Medicad medica services we are including in the models encompass the required
primary services. Therefore as long as the Medicaid medical component is required for
implementation, al of the proposed models could add long term care services and be
licensed as HMOs. Since some of the models will likely phase in medical services after
long term care services are established, these models would not initially be licensed as an
HMO.

Alternative Health Care Financing and Delivery Systems (AFDS)

The public hedlth code aso contains provisions for licensing of aternate financing and
delivery systems. This structure provides the Insurance Bureau and the Department the
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flexibility to create managed care organizations that provided fewer or different services
than HMOs.

AFHDs are not allowed to call themselves HMOs but have cash reserve and reinsurance
and other risk requirements. So far licenses issued for AFDS have been for single
provider types such as dental or vision services, but the law does not require this.

PSO

Provider sponsored organizations are a federal structure that was created by the Balanced
Budget Act of 1997. A PSO is a health care delivery network that is owned and operated
by providers who have the ability to provide 70 percent of the care needed by members.
The structure has lower capital requirements than are required of Michigan HMOs though
reserves and capital requirement are still substantial. PSOs are required to meet state
HMO licensure requirements within three years, though HCFA can waive this
requirement. Most likely PSOs will be licensed as HMOs.
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Impact on Current Providers

LTC HMO Model

In the HMO model, the HMO is the entity at risk and responsible for putting together a network
of providers who provide ready access to al components of the Medicaid benefit design. It is the
HMO's responsibility as to which providers it includes in its provider panel. Clearly it must have
nursing homes in its provider panel, however it is not required to include all nursing homesin a
given community in its provider panel.

Care management is a required component of the HMO service array. Presently care
management services are provided by waiver agents. The HMO may contract with these existing
organizations to provide the care management services but would not be required to do so. It
would however, need to demonstrate, through a combination of its management resources and
it's provider panel, expertise in each of the long term care target populations: non-elderly people
with disabilities, frail elderly, Alzheimers and related dementia, end of life.

Presently waiver agents “pay the bills’ of providers who deliver home and community based
walver services. This responsbility would move to the HMO. An HMO could sub-contract with
awaiver agent to perform these functions, but would not be required to do so.

A portion of the personal care services benefit is presently managed by local Family
Independence Agency (FIA) offices. This benefit (including the ability to directly hire their own
aide and attendant staff) would continue under the HMO model and the HMO would be
responsible for making this service available. If they chose they could contract with the local FIA
office to case manage this benefit but they would not be required to do so.

Acute care providers—primarily hospitals and physicians will also need to be a component of the
HMO'’s provider network. Again, the HMO will not be required to include all of the acute care
providers who operate in that area on its provider panel. Medicaid covered people who are
currently enrolled in Qualified Health Plans for their acute care will be transferred to the LTC
HMO when they apply for long term care services so that both their acute and long term care
Medicaid services will be managed and coordinated by the same HMO.

RPO Model:

The RPO is a partnership model comprised of loca service providers. Typically these providers
will form ajoint venture organization that will serve as the managing entity for the organized
integrated service delivery system. The partners would “co-own” this joint venture organization.
While the partnership must include organizations that have experience with each of the target
populations, including the acute care component, it does not need to include literally every
provider that exists in that community. And some providers may be contracted components of
the provider network without needing to be an owner partner in the RPO. (Some local providers,
such as those whose auspices are governmental, may not be eligible to be owner-partners, but
can be included in the provider network as contracted providers.)
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So---current nursing homes can be members of the RPO as can current waiver agents and
hospital and physician providers. The persona care benefit managed by FIA would be a
component of the benefits provided to enrollees in the RPO and the RPO could contract with FIA
to manage this benefit but would not be required to do so. The RPO’s joint venture organization
could subcontract with existing entities, such as waiver agencies to provide certan
administrative services rather than creating new capacity to do so. Or the waiver agent’s capacity
could be transferred to the RPO. Similar arrangements can be made with other current providers.
The RPO could even enter into an administrative services contract with an HMO to provide
billing or other infrastructure services even though the HMO would not be involved in the RPO
in any other way and would not be at risk in any way.

Care Coordination Model:

The administering entity of the Care Coordination Model is a waiver agent. The walver agent is
responsible for enrolling a comprehensive provider network to provide the full array of covered
Medicaid services in an accessible fashion. It will contract with nursing homes, home health
providers, hospitals and physicians. It will not be required to contract with all existing providers
but it may if it chooses to do so. Again, the personal care benefit managed by FIA will be a
component of the long term care services. The Care Coordination Agency can contract with the
local FIA office to manage this benefit but would not be required to do so.

Virtual Organization

Some organization, either a single organization or through a joint venture operation, will be the
managing entity for the VO. It will be responsible for enrolling a comprehensive provider
network to provide the full array of covered Medicaid services in an accessible fashion. It will
contract with nursing homes, home health providers, hospitals and physicians. It will not be
required to contract with all existing providers but it may if it chooses to do so. Again, the
persona care benefit managed by FIA will be a component of the long term care services. The
VO can contract with the local FIA office to manage this benefit but would not be required to do
0.
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Tobacco Settlement

One-Time-Only Funding: LTC Innovations Spending Plan

Background:

The legidature alocated $10 million from the Tobacco Settlement Funds for one-time
funding for functions and activities associated with the LTC Work Group Report and
Recommendations. This was referenced in the Preliminary Report and some people made
suggestions as a part of the public input process regarding activities they thought should be
funded. No specific request for proposals has been made. Some organizations and groups
have submitted proposals for funding, however responding to those specific proposals
seems premature and potentially unfair to other organizations who may have an interest as
well. This plan cals for the distribution of the $10 million for specific areas. Which
organizations will actually carry out these functions and the specificity of the projects will
be determined later through an RFP-type process. The amounts designated for each area are
genera approximations. It is intended that the Department of Community Health will have
the ability to make the final decisions on the disbursement of these funds based on the
funding requests received and its judgement.

A. Goals

1. Address priorities outlined in the LTC Group report and recommendations.

2. Support development of the models for an accessible and high-quality, managed
long term care system.

3. Have potentia for statewide impact.

4. Support activities which can be completed with one-time-only funding.

B. Funding Period

Funding amounts included in the plan reflect the total amount of funding to be spent.
The funds will be spent through a work project, meaning that they do not need to be
spent before the end of the current fiscal year.

C. Funding Proposals

1. A Long Teem Care System improvements-implementing the models — Total
Estimate: $2 million
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LTC Models Evaluation -$500,000

Develop evaluation design for long-term care models

Conduct evaluation

Design consumer report cards for LTC models

Design and conduct evaluation of other innovation projects

Virtual Organization development - $500,000

= Develop tools and technology in cooperation with a private partner.

-~ 0o Qa0 T @

=  Systemsdesign

= Wide band access and other technology items.
g. Regiona Provider Organization - $500,000

»  Technica assistance and community organizing needed for this model
h. Care Coordination Model-$500,000

»  Technical assistance to assist existing waiver agents in developing the
capacity to manage the full range of Medicaid long-term care and acute and
primary Services.

(No start-up funding will be needed to implement the HMO Model.)

2. Long Term Care Staff Development and Training - Total Estimate - $2.025 million

a. Support development of innovative staff retention programs including such
things as Eden Programs and membership in the National Association of
Geriatric Nursing Assistants . $800,000.

b. ldentify and disseminate best practices for attracting and retaining direct care
staff - $500,000

c. Create capacity to develop collaborative effort between colleges, community
colleges, Department of Career Development, Department of Community
Health, Department of Consumer and Industry Services and long term care
providers to undertake a recruitment campaign aimed at creating a future pool
of direct care workers for long term care. Provide opportunities for direct care
workers, managers and administrators who work in long term care to improve
the workplace and enrich work life for all. Develop skills staff need to assist
consumers in the long term care system to achieve and maintain a better quality
of life. Revise CENA Training Program.

d. Collaborative Training Programs to improve care of individuals with difficult to
manage behaviors for workers, communities and family care-giversin al
components of the long term care system - $375,000

e. Project to determine whether early intervention and use of volunteers affects
Medicaid use-$350,000

3. Community Education Efforts - Total Estimate: $375,000
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a. Collaborative community education programs on successful aging. Replicate
Calvin College/Grand Rapids Community College Consortium on Successful

Aging.
4. Innovation Projects For the Elderly and Disabled - Total Estimate: $ 5.6 million

a. These funds will be used for innovative program efforts in a variety of areas
carried out in communities. Preference will be given to communities where
the long-term care models are initiated. An RFP process will be used to
allow organizations and groups to submit proposals. Proposas will be
judged according to the following criteria:

= Adherence/reflection of the Guiding Principles established by the Long
Term Care Work Group

=  Demonstrated relationship to the Current Challenges established by the
Long Term Care Work Group

= Relationship to one or more of the models.

= Potentia for sustainability over time

= Potential for broader application, integration into long term care reform
b. Specific categoriesin which proposals will be sought include:

= Caregiver education, support and training

= |nnovative efforts associated with the integrated service delivery models

= Efforts to enhance access to affordable housing for elderly and disabled
who need long term care and desire a community setting

= Projects which promote personal responsibility and/or public private
partnerships

= Start-up related expenses for the long term care model in a specific
community

= |nnovative uses of technology

= Cooperative project regarding technical assistance to facilities with
difficulty managing residents with abusive and/or disruptive behaviors
*$206,500 was previoudy alocated from this category for a one year

continuation of the nursing home transition project through the Michigan
Centers for Independent Living.
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Ongoing Funding: Public Information and Education

Public Information and Education $3 million

$3 million from the Tobacco Settlement funds is available for Public Information and
Education efforts. These funds are intended to be on-going. The genera plan for the use
of these fundsis:

Staff capacity for the Office of Services to the Aging $300,000

The boilerplate for this $3 million appropriation specified that a portion of these funds
would be allocated for 3 FTE staff positions at the Office of Services to the Aging. They
will be devoted to efforts and activities relating to managing elements of the long term care
program. This will include the capacity to direct and oversee the public information and
promotion efforts and the MI Choice Access program. Funds will be alocated for these
staff positions and related expenses.

Public Information and Promotion $2.7 million

Approximately $2.7 million will be used for a public awareness campaign regarding the
need to plan for long term care. Public information will also be distributed through radio,
TV and printed materials regarding how to access information about local long term care
services. Public information campaigns directed at families and friends who are care-
givers will also be initiated. A campaign to inform employers about the need for long term
care planning and inclusion of long term care insurance in their benefit package can also be
carried out.
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Proposed Timetable for Long Term Care Implementation

Boilerplate discussed for DCH indicating the

May 2000 future of the Long Term Care Work Group

Long Term Care Work Group adopts Long
June 5, 2000 Term Care Report and Recommendations and
submits the report to the legisature.

Information about the Long Term Care
June, July, August 2000 Report and the Long Term Care Models are
disseminated throughout the state.
= Report recommendations  requiring
legidative action are identified.
= Discussions with Hedth Care Financing
Administration
» DCH <olicits proposas for the $10
million innovation funds
= Public education and information
campaign designed and initiated
= Report recommendations to be
implemented administratively are
identified.

September 2000 Legislature convenes.

Legidation introduced that reflects the

November/December 2000 recommendation of the LTC Report.

DCH solicits proposals from organizations

December 2000 desiring to manage one of the proposed LTC
Models.
January 2001 LTC Work Group meets to receive an update.
March 2001 DCH selects organizations to manage the
modelsin Phase .
LTC models initiated — Evaluation standards
July 2001 established.
January 2002 LTC Work Group meets to receive an update.
Evaluation of LTC models initiated. A work
October 2002 group convenes to review LTC Report and

issue an update and review recommendations
for the future. Initiate Phase Il of the models.
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