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EXECUTIVE SUMMARY

The 81st Texas Legislature directed the Texas Health and Human Services Commission (HHSC)
and the Texas Department of Aging and Disability Services (DADS) to develop a plan to im-
plement a managed care pilot for individuals with Intellectual and Developmental Disabilities
(I/DD). HHSC contracted with Health Management Associates (HMA) to develop a recom-
mended pilot model and implementation plan.

In order to develop a recommended pilot model, HMA reviewed other state systems, sought
stakeholder input, reviewed data regarding I/DD service utilization and costs, and developed
costs savings estimates related to possible options for the pilot model.

HMA developed three proposed pilot options for consideration and shared these options with
stakeholders and tested the cost savings opportunities of these options. The three pilot options
proposed by HMA were:

e Option 1: Non-Capitated Enhanced Care Management;
e Option 2: Capitated, Non-Integrated, Managed Long-term Care; and
e Option 3: Capitated, Integrated, Managed Long-term Care.

HMA'’s analysis of cost savings estimated that the capitated models are not likely to yield net
savings to the State without applying savings assumptions that would be unjustified, given the
lack of data regarding the level of cost inefficiencies in the Texas I/DD system. Additionally,
HMA'’s analysis found little evidence to support cost savings by managing acute care services
under a capitated model. In the absence of the ability to achieve cost savings under a capitated
model, HMA recommends that Texas pursue a pilot that includes the key elements described in
Option 1: Non-Capitated Enhanced Care Management.

The selection of Option One, a Non-Capitated Enhanced Care Management Model, was
informed by the need to identify and pursue strategies to make waiver services more cost-
effective, which is a critical component to funding additional waiver slots. Piloting this model
would provide an opportunity for Texas to test strategies such as use of utilization management
guidelines and development of more cost-effective forms of residential care while avoiding a
major redesign of the I/DD service system until there is evidence to justify this level of change.

This recommendation against using a capitated model should not be interpreted to mean that
capitation is not an appropriate model for the I/DD services. Capitation offers some significant
benefits. These benefits include the ability to offer more flexible services, integrate care and
make resource decisions based on cost-effectiveness. Additionally, the movement away from
more costly and generally more restrictive provider-owned housing to other supported living
options, when appropriate, would likely be accelerated under a managed care model because
the managing entity would have a significant financial incentive to provide the most cost-
effective service. However, the potential benefits of capitation do not outweigh the costs of the
pilot at this time. In order to be cost-effective, the overhead and administrative costs associated
with a capitated model would need to be reduced.
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While a capitated model that used the Mental Retardation Authorities (MRAs) to manage I/DD
services (a possible scenario within Option Two) would eliminate some of the administrative
costs associated with use of commercial MCOs, it could pose risks for the financial viability of
the MRAs, which have limited managed care experience, and for consumers, since capitation
creates incentives to reduce service levels in ways that may not be clinically appropriate. Al-
though these risks can be managed by strong state oversight and use of risk-sharing
arrangements to minimize the financial exposure of MRAs, there is not enough evidence that
capitation would create savings sufficient to justify the risks and effort involved with
significantly restructuring the I/DD service delivery system.

Thus, the recommendation to pursue Option One is an acknowledgement that before Texas can
make an informed decision about whether capitation is an effective model for I/DD services,
Texas should first test two assumptions:

1. that management of I/DD services offers opportunities for savings; and

2. that MRAs, if given the necessary tools and latitude, can apply the tools of managed care
to harness these savings.

A pilot using a Non-Capitated Enhanced Care Management approach can serve as a tool for the
State to test these assumptions. Additionally, a key focus of the pilot would be developing cost-
efficiencies with the Home and Community-based Services (HCS) waiver that could translate to
funding new waiver slots.

In order to make informed decisions about how to structure I/DD services in the future, HHSC
and DADS will need to carefully evaluate the impact of the pilot. Ultimately, the evaluation of
the pilot will need to determine if the savings potential is of sufficient magnitude to purchase
additional waiver slots and therefore justify expansion of the pilot to a statewide redesign of the
I/DD service system.

HMA recommends that the pilot be conducted for a three-year period. The pilot will entail costs
to the State, but these costs are estimated to be outweighed by potential savings achieved by
increased management and oversight of I/DD services.

This pilot would not address other elements of the Texas I/DD system that stakeholders have
almost uniformly expressed concern with, namely the imbalance of Texas’ investment in
community-based services verses institutional services. While this pilot can help Texas achieve
cost efficiencies within community-based I/DD services, specifically those services within the
HCS waiver, it would not correct this historic imbalance.
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INTRODUCTION

As a result of legislative direction, HHSC and DADS are considering how to best develop a
managed care pilot to provide services to people with I/DD. Managed care for people with I/DD
is still a relatively new approach. Only a few states have implemented managed care that
includes long-term care services for people with I/DD. In these states, the managing entity is the
the traditional community-based providers or the state agency serving persons with I/DD rather
than commercially managed MCOs.

The limited experience of states in using managed care models for people with I/DD is largely a
reflection of the significant challenges to implementing managed care for I/DD services. People
with I/DD generally have long-term support needs that are focused on daily, consistent
habilitation. Given this, their service patterns tend to offer less obvious and less apparent
opportunities for savings than service patterns for people with more episodic patterns of care—
such as people with mental illness or acute medical care needs. In states that have implemented
managed long-term care, there is generally less certainty about the potential for savings from
managing acute care services for people with I/DD (hospital, physician services, etc.).

However, a handful of states have adopted managed care approaches for I/DD services that
appear to have met some key objectives, such as increasing access to services, allowing for more
flexibility in services offered, and helping to “rebalance” the I/DD service system toward a
greater use of home and community-based services. While managed care is a relatively new
approach for I/DD services, there are some state examples which suggest that the principles of
managed care can be harnessed to improve services for people with I/DD. These state examples
are highlighted in this report.

States considering applying managed care approaches in serving people with I/DD can pursue
either capitated or non-capitated approaches. The basic difference between these approaches is
the assumption of financial risk on the part of the entity responsible for managing services.

Non-capitated models pose less of a concern that the managing entity will have an incentive to
underserve individuals but offer less budget certainty and potential for service improvements
via increased service flexibility. In a capitated model, the managing entity can substitute
services and provide enhanced services based upon the individual needs of the member that
may extend beyond the current covered services. This may lead to an overall lower cost of care
and provide consumers with services that are more appropriate and responsive to their unique
needs. However, capitated models, because they entail financial risk to the managing entity, can
create incentives for the managing entity to reduce the amount of services provided to
individuals. As a result, successful capitated models require a significant degree of state
oversight to ensure any service reductions are appropriate.

An additional consideration in pursuing a managed care approach is whether the anticipated
savings are likely to outweigh the additional costs of administering and overseeing the
managed care model. In managed care models that apply to large populations, states can spread
these administrative and oversight costs, making it less difficult to achieve overall savings.
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However, when managed care is applied to smaller populations, it becomes harder for states to
recoup sufficient savings to cover the fixed costs associated with instituting a managed care
model.

Some states that have applied managed care principles to their I/DD service systems have made
the policy decision to make home and community-based service (HCBS) waivers an
entitlement. However, making HCBS waivers an entitlement is a separate state policy and
financial decision and is not a direct outgrowth of the use of managed care or Medicaid waiver
authority to deliver I/DD services. Managed care tools and principles can be part of a larger
strategy to create cost savings but, on their own, may not generate the level of saving required
to meaningfully increase the number of waiver slots.

PROJECT OVERVIEW

Legislative Direction

The 81+ Texas Legislature directed HHSC and DADS to develop a plan to implement a
managed care pilot for persons with I/DD. An excerpt of the language from Section 48 of Senate
Bill 1, 81st Legislature, Regular Session, Article II - Special Provisions Relating to All Health and
Human Services Agencies, follows:

It is the intent of the Legislature that HHSC and DADS shall jointly design a plan to implement
a capitated or non-capitated pilot to serve persons with intellectual and developmental
disabilities. The agency may contract to conduct a study, which shall include input from
individuals receiving services, their families, service providers, mental retardation authorities,
advocate organizations, and other interested parties. The plan shall include managed care models
employed by other states for this population.!

To address these requirements, HHSC issued a Request for Quote (RFQ) seeking a consultant to
perform the activities necessary to develop a plan to implement a capitated or non-capitated
pilot to serve persons with I/DD. The RFQ defined persons with I/DD as individuals receiving
services in an Intermediate Care Facility for Persons with Mental Retardation (ICF/MR) or from
one of the following 1915(c) ICF/MR waivers: Community Living Assistance and Support
Services (CLASS), Deaf Blind Multiple Disability (DBMD), Home and Community-based
Services (HCS), and Texas Home Living (TxHmL).

As a result of a competitive procurement process, HHSC selected Health Management
Associates (HMA) to perform this scope of work. HMA is a national consulting firm
specializing in the fields of health system restructuring, health care program development,
health economics and finance, program evaluation, and health data analysis. HMA has offices
in Lansing, Michigan; Chicago, Illinois; Indianapolis, Indiana; Columbus, Ohio; Washington,
DC; Tallahassee, Florida; Austin, Texas; Sacramento, California; Boston, Massachusetts; New

! Senate Bill 1, Article II, Section 48, 81+ Texas Legislature, http://www.lbb.State.tx.us/Bill 81/6 FSU/81-
6 FSU 0909 Artl thru Art2.pdf
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York City, New York; and Atlanta, Georgia. More information on HMA is available at:
http://www.healthmanagement.com/.

Methodology

In developing a recommended pilot option, HMA’s approach was informed by the
requirements of the RFP, which required both a review of other state systems and collection and
inclusion of stakeholder input. Below is a brief summary of HMA'’s activities to meet these
requirements.

Review of other state systems. To evaluate managed care models that include services for
individuals with I/DD, HMA reviewed four state programs— Arizona, Michigan, Wisconsin and
Vermont. Each state has implemented a form of capitated risk-based managed care that
includes institutional and HCBS waiver services for individuals with I/DD. HMA used the
findings from this research on other states” models to inform the recommendation of type of
pilot and to suggest some key considerations in implementing the proposed pilot.

Stakeholder input. HMA gathered stakeholder input through four public hearings held in four
cities. Times of the meetings included a mix of business hours and non-business hours. The
choice of cities was informed by likelihood of maximizing stakeholder input. HMA sought
input from stakeholders to determine what areas would be likely to maximize stakeholder
involvement and also fulfill the requirements of having meetings in varied Texas locations.
Prior to the public hearings, HHSC posted a report developed by HMA that outlined the three
proposed pilot options and summarized the experiences of other states in developing managed
care models of the I/DD population. The public meeting schedule and report were posted on the
HHSC website. Notice of the meeting was also emailed to key stakeholders identified by HHSC,
DADS and HMA. HHSC collected written comments to the report and forwarded those
comments to HMA. HMA summarized the content of the stakeholder input for HHSC and
DADS and used the input to help inform and refine the development of the recommended pilot
option. The schedule of public meetings is below.

e Fort Worth: Wednesday, June 23, 3:00-5:00, Fort Worth Botanical Gardens, 3220 Botanic
Garden Boulevard, Fort Worth, TX

e El Paso: Friday, June 25, 11:00-1:00, El Paso Marriott, 1600 Airway Blvd., El Paso, Texas

e Longview: Monday, June 28, 5:00-7:00, Holiday Inn Express Longview North, 300 Tuttle
Circle, Longview, Texas

¢ Austin: Tuesday, June 29, 3:00-5:00, Austin City Hall, 301 W. Second St., Austin, TX

Data review and analysis. HMA used publicly available information and submitted a variety of
data requests to HHSC and DADS to obtain information on the current I/DD and managed care
service systems in Texas and to analyze trends in costs and utilization of services. HMA also
interviewed state staff to gain insight into key concerns with the system and to understand
various initiatives underway that had the potential to inform the selection of a pilot option.
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Goals and Objectives

HMA, with input and approval from HHSC and DADS, developed a set of goals and objectives
for the I/DD pilot. HMA assessed the various pilot options in terms of their relative strengths
and weaknesses in achieving these goals and objectives. The final recommendation of the
proposed pilot option was made according to the degree to which the selected option was
judged as able to meet the following goals and objectives:

¢ Increasing consumer access to services through increasing waiver slots;

e Promoting high quality care;

e Allowing consumer choice;

e Providing services in a cost-efficient manner;

e Preventing unnecessary institutionalization;

e Allowing for necessary coordination of care across service delivery systems; and

e Allowing for feasibility of implementation within Texas’ current Medicaid
infrastructure.

ANALYSIS OF FOUR STATES

HMA reviewed four state programs— Arizona, Michigan, Wisconsin and Vermont—to evaluate
those states” use of managed care models for individuals with I/DD. Each state has developed a
distinctly different program design. A brief overview of each of the four states” approaches to
delivering I/DD services is described below. Additionally, a comparison table is provided at the
end of this section that displays key features of the four state programs.

Arizona

Arizona’s Medicaid program operates under a unique, statewide managed care structure
known as the Arizona Health Care Cost Containment System (AHCCCS). AHCCCS arranges
for provision of all Medicaid services using risk-based managed care contracts. Medicaid
recipients who do not have long-term care needs, primarily low-income families and children,
receive their managed care services from health plans that are competitively procured and
include governmental (county) entities, private for-profit and not-for profit health management
organizations (HMOs). Individuals with I/DD who do not have long-term care needs receive
their Medicaid services from one of the health plans.

Medicaid recipients with long-term care needs receive all of their Medicaid services, including
home and community-based services (HCBS) and institutional services, under a managed care
arrangement overseen by the Arizona Long-term Care System (ALTCS), a part of Medicaid.
ALTCS is “split” into two population groups: 1) aged persons and persons with physical
disabilities; and 2) persons with I/DD.

ALTCS contracts with nine program contractors to provide most Medicaid services, including
long-term care and behavioral health services, through managed care contracts. Eight of the
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program contractors are regional health plans that provide acute/medical services to aged
persons and persons with physical disabilities. Arizona serves 22,339 ALTCS members with
I/DD.

The remaining program contractor is the Department of Economic Security/Division of
Developmental Disabilities (DES/DDD). DES is a separate state agency from Medicaid and is
the statutorily-authorized division responsible for providing services to persons with I/DD.
DDD is required by state statute to contract with Arizona Medicaid (and vice-versa). DDD
negotiates a managed care contract with AHCCCS. The contract specifies DDD’s responsibilities
for Medicaid members with I/DD who have long-term care needs. DDD is responsible for
delivering or arranging for delivery of all services included in the monthly capitation payment:

e Acute care services (hospital, physician, lab, x-ray, etc.) delivered by sub-capitated
health plans;

e Behavioral health services provided through Regional Behavioral Health Agencies
under the terms of an Interagency Agreement; and

e Long-term care services including HCBS for persons with I/DD, provided fee-for-service
by HCBS providers that serve individuals with I/DD.

According to state officials interviewed for this report, approximately 85 percent of Arizonans
with I/DD served by ALTCS reside in their own home, a family home or a shared home (not
owned or leased by a provider). Three percent reside in state institutions. HCBS are an
entitlement in Arizona, authorized by the Arizona legislature and available to individuals with
I/DD at “immediate risk of institutionalization.” According to Arizona Medicaid, substantial
cost savings have been achieved by ALTCS even with the entitlement to HCBS.

Michigan
Michigan implemented a managed long-term care program, the Michigan Managed Specialty

Services and Supports Program (MSSSP), in 1998. The program operates under the authority of
two Medicaid waivers: a Section 1915(b) waiver and a Section 1915(c) waiver.

The MSSSP is delivered by Prepaid Inpatient Health Plans (PIHPs). The PIHPs are a single
Community Mental Health Services Program (CMHSP) or a collaborative of numerous
CMHSPs (in more rural areas of the State). The CMHSPs are the traditional county-based
organizations serving persons with mental illness, substance abuse or I/DD. The PIHPs are
selected through a competitive procurement, but the procurement is opened to non-CMHSP
providers only if the CMHSP in a service area is unable to enter into a contract with the State.
To date this has not occurred.

The PIHPs receive capitated per member per month payments for Medicaid behavioral health,
substance abuse and long-term care services, including HCBS waiver services. The HCBS
waiver services are available only to individuals with I/DD. Since 2010, the PIHPs have received
two managed care payments each month for the Medicaid covered services:
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¢ One payment is based on all Medicaid eligibles within the PIHP region and covers
mental health, developmental disability and substance abuse state plan services,
including targeted case management and special children’s Medicaid services as well as
additional services funded from savings (which are similar to the HCBS waiver services
but available to all members).

e The second payment is based on the subset of Medicaid eligibles that are also enrolled in
the Habilitation Supports Waiver (persons with I/DD at the ICF/MR level of care) and
covers the cost of these services.

The PIHPs are responsible for serving everyone in their service area who needs the services
covered by the MSSP no matter what “level of care” they are or what their primary diagnosis is
as long as they are Medicaid eligible. There is no waiting list for HCBS waiver services for
individuals with I/DD —anyone who needs and qualifies for Habilitation Supports Waiver
services receives these services. In other words, a person with I/DD who does not meet ICF/MR
level of care and who is Medicaid eligible in any eligibility category can receive services from
the PIHP as long as the services are medically necessary. Michigan serves over 219,000 persons
in the PIHPs annually, and over 39,000 are persons with I/DD. The PIHPs also contract for state-
funded services separate from the Medicaid services.

There are no remaining private ICFs/MR in Michigan and only one institutional unit serving
individuals with I/DD at the state psychiatric hospital. Michigan’s history of changes to the
residential system for individuals with I/DD began in 1978, when most institutional services
were provided at state institutions and a smaller portion at nursing homes for persons with
mental retardation. Quality of care problems in Michigan’s institutions for persons with mental
illness and/or persons with I/DD prompted efforts to develop community-based options, and
legislation was enacted changing zoning laws statewide to permit construction of six-bed
facilities anywhere in the State. The objective was to replace state institutions with less costly
small ICFs/MR. Eventually, between 700 and 800 six-bed ICFs/MR were created, typically
operating under contract to the state institutions and in some instances on the grounds of the
institution. The ICFs/MR operated as cost-based providers.

With the advent of the PIHPs, the PIHPs were given the option to continue to operate the
facilities as ICFs/MR or to “convert” the facilities to HCBS waiver homes (adult foster care
homes). Providers overwhelmingly chose the HCBS waiver option as a way to achieve cost-
savings resulting from elimination of the ICF/MR costs related to licensure and certification. At
the time of this “conversion,” fears were raised by state surveyors around the ability of the
homes to provide a high quality of care absent the ICF/MR regulatory oversight. As a result, the
State developed an extensive quality oversight system for the facilities, including developing
fire-safety requirements similar to the ICF/MR requirements but suited to the community-based
group setting. The State also transitioned individuals with I/DD remaining in the state
institutions to community settings. Transitions began with the lowest need individuals and are
expected to be completed in the next year with movement of the last approximately ten highest
need individuals. Typically, these individuals have severe behavior issues.
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State interviewees noted that the system capacity has to be built gradually and trust must be
developed over time to accomplish the shift away from highly-regulated facilities to the
community-based options of today. Interviewees also noted the results have been positive —
there have been bumps on the road but in general individuals have done well and thrived in
community-based settings.

Wisconsin

Wisconsin operates two managed care programs that include long-term care services: Family
Partnership (“Partnership”) and Family Care. Partnership includes all Medicaid services and
predominantly serves frail elders. Family Care is the larger program and serves a larger
proportion of individuals with I/DD. Family Care was implemented in 2000 and operates under
the authority of a 1915(b) waiver and two 1915(c) waivers (one for elders and individuals with
physical disabilities and the other for individuals with I/DD). Family Care began as a pilot and
is now operating in 53 counties with enrollment of over 26,000 individuals.

Family Care covers long-term care (including nursing home, ICF/MR and HCBS waiver
services), behavioral health services, and state plan HCBS, such as home health and therapies
but not acute care services.

Family Care MCOs must be certified by Wisconsin Department of Health Services as meeting
all requirements of statute and rule including requirements related to adequacy of the network,
expertise in long-term care and the ability to manage a network within the capitation payment.
In addition, the MCOs must demonstrate the capacity for financial solvency and stability. The
MCOs are not required to be licensed HMOs.

Family Care implementation is typically preceded by up to three years or longer of planning in
the region(s) where implementation is scheduled. In addition, Wisconsin state staff have a very
close relationship with MCOs. The State reports that daily contact with the MCOs to respond to
questions and provide technical assistance is typical. Once Family Care is fully implemented in
a county or region, HCBS become an entitlement.

Family Care is one aspect of Wisconsin’s long-term care system transformation. The State has
also implemented a comprehensive nursing facility and ICF/MR restructuring program and a
State Center reduction initiative. ICF/MR restructuring includes mandated court review of each
individual’s community-based plan. If the court finds that the community is the most integrated
setting suited to the individual with I/DD’s needs, the court orders community services.
Counties must serve the individual in the community in accordance with the court finding or
assume 100 percent of the cost of institutional care. Since starting this restructuring in 2006,
more than 50 percent of ICFs/MR have closed.

HCBS are an entitlement in Wisconsin once Family Care is fully implemented in a county or
region. The entitlement was authorized by the Wisconsin legislature. Wisconsin serves over
26,000 persons in Family Care; about 9,100 are persons with I/DD. The State believes their
overall long-term care program changes are rebalancing the long-term care system. Initial
evaluations have found Family Care to be cost-effective overall and to achieve savings in some
areas and for some groups.
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Vermont

Vermont is operating its entire Medicaid program, except long-term care for elders and adults
with physical disabilities, under a Section 1115 Waiver: The Global Commitment Waiver. The
state Medicaid agency has entered into a managed care arrangement with the federal
government; essentially, the state Medicaid program is the managed care organization.

The waiver’s sole impact on the agency serving individuals with I/DD is to leverage Medicaid
matching funds for two previously unmatched service types: employment supports and family
supports. Services remain fee-for-service, and there are no Medicaid HMOs in Vermont. The
additional federal financial participation that results from matching family support funding is
returned to the waiver and not specifically to the agency responsible for serving individuals
with I/DD. (Division of Disability and Aging Services, Department of Disabilities, Aging &
Independent Living, Developmental Disability Services).

Vermont has no ICFs/MR and no residents with I/DD in state institutions. Vermont has
implemented a “priority” system (State System of Care Plan) for provision of services and
supports for individuals with I/DD. In FY 2008, the Vermont Division of Disability and Aging
Services provided supports to 3,545 people with developmental disabilities in Vermont.

There were 241 people on Vermont’s Applicant List at the end of June 2008, representing people
who are eligible for services based on their disability but whose needs do not meet the State
System of Care Plan’s funding priorities.

Table 1 on the following page provides a comparison of key features of the study states” I/DD
services.
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Table 1: Comparison of Key Features — Study States

Enrollment

Access to all Medicaid
services is through DD
agency that holds a
contract with Medicaid

Everyone who needs
behavioral health &
long-term care ser-
vices &/or HCBS
waiver services for
persons with I/DD
must enroll in a PIHP

In Family Care (FC)
counties, enrollment
is voluntary.

All Medicaid reci-
pients, except aged
persons and person
with physical disabil-
ities are enrolled in
Global Commitment

Population cov-
ered

Persons with I/DD

Children & adults
who require specialty
services and supports
due to M1, SA or
I/DD

Adults with physical
disabilities, DD and
frail elders

All persons except
persons in Choices
for Care waiver (per-
sons at nursing home
level of care)

Level of Care At immediate risk - Only applicable to Nursing home or NA
(LOC) require nursing home or HCBS waiver servic- | ICF/MR or at-risk
; 9 ICF/MR es offered by PIHPs
ments
HCBS waiver-like ser- | HCBS are an entitle- HCBS are entitlement | Waiver-like services
Includes HCBS vices ment once FC is fully im- (converted from

waiver services

HCBS are an entitle-
ment

plemented in a coun-
ty

1915(c) waiver)

Fewer than 12 facilities | 1 state hospital with Private ICFs/MR de- | No ICFs/MR
ICF/MR services | and declining an ICF/MR unit 10-12 | clining
people
Self-directed Y Y Y Y
services??
DD Agency PMPM, PMPM, with shared PMPM No change to DD
fully at-risk, with re- risk (risk corridors) Risk shared first 3 agency except access
Reimbursement | quired reinsurance years then full risk to matching funds
Sub-capitated health for certain services
plans — shared risk
County, Tradi- DD Agency for 1/DD; PIHPs are county Community-Based No HMOs or ma-
tional Organiza- Sub-capitated Health CMHSPs MCOs naged care organiza-
tions or HMOs? | Plans for medical tions
1115 waiver 1915(b)/(c) waivers 1915(b) and two 1915 | 1115 waiver
Authority (c) waivers
Statewide Y Y N (53 counties) Y

2 In Michigan and Wisconsin a budget amount is made available by the managed care entity to the participant to
purchase services and supports. In Arizona and Vermont consumers hire their own employees to provide HCBS

waiver services.
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Common Themes Across Four Study States

HMA'’s review of these four states’ experiences with managed care for people with I/DD
yielded some common themes. These included:

o Institutional and ICF/MR Beds Have Been Substantially Reduced or Almost
Eliminated. The four states reviewed have transitioned, or are close to transitioning, out
of the private or state ICF/MR “residential” model to HCBS waiver residential settings
and to individuals” homes and other supported living arrangements. They have also
either substantially reduced their state institutional population or are in the process of
doing so.

0 In Michigan, the Prepaid Inpatient Health Plans (PIHPs), comprised of one or a
group of Community Mental Health Programs (county-based organizations),
chose to transition from ICF/MR settings to waiver settings because it was cost-
effective to do.

0 In Wisconsin, a multi-pronged approach was employed by implementing an
entitlement to HCBS with implementation of Family Care and placing counties
at-risk for ICF/MR expenditures. This included requiring court-ordered review of
community plans for persons with I/DD and a court determination of which
setting was the most integrated setting that could meet the individuals needs—
HCBS or ICF/MR.

0 In Arizona, approximately 85 percent of persons served by the I/DD agency
either live in their own home, family home or a shared home not owned by a
provider.

e HCBS Are an Entitlement in Arizona, Michigan and Wisconsin. Arizona and Michigan
offer HCBS to all individuals who meet an institutional level of care. Wisconsin also
offers HCBS as an entitlement once Family Care is fully implemented in a region or
county, which typically takes up to three years.

e Traditional I/DD Providers Are the Managed Care Organization in Two States. The two
states implementing risk-based managed care for institutional and HCBS services for
persons with I/DD (Michigan and Wisconsin) either contract exclusively with managed
care organizations that were the traditional providers (Michigan) or include these
providers (Wisconsin) as eligible MCOs.

0 In Michigan, the Prepaid Inpatient Health Plans are comprised of one or a group
of Community Mental Health Service Programs (county-based organization).

0 An MCO in Wisconsin must be an entity that is legally able to enter into a risk-
based contract. Family Care MCOs may be: a county; a group of counties acting
cooperatively; a long-term care district; a privately held managed care
organization; an HMO or similar organization regulated by the Office of the
Commissioner of Insurance; a federally-recognized Wisconsin Indian Tribe; or a
group of any of the above entities working under a contractual agreement.
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e Move toward Regionalization. Michigan and Wisconsin Have Regionalized some
Aspects of Their Programs. Michigan has 49 Community Mental Health Service
Programs (CMHSPs) but 18 Prepaid Inpatient Health Plans (PIHPs). The CMHSPs had
(since the mid 1980s) been operating under a “global budget” comprised of multiple
state and federal funding streams. The regionalization of the 49 CMHSPs in order to
form the PIHPs provided a more efficient and financially viable system for delivery of
the contracted services and management of funds and permitted expansion of HCBS to
individuals who did not meet institutional level of care (funded from the savings
achieved through managed care). The CMHSPs continue to function as the single entry
points for access to behavioral health and I/DD services. In Wisconsin, some counties
have formed Long Term Care Districts (originally called Family Care Districts), which
are regional units of government created specifically to plan and administer services to
eligible frail elderly people and people with physical and developmental disabilities.
The Long Term Care Districts may elect to become either a Resource Center providing
information and referral, eligibility determination and case management services, or a
Family Care managed care organization (called Care Management Organizations in
Wisconsin), but may not be both.

Cost Savings

According to Arizona Medicaid, substantial cost savings have been achieved by ALTCS even
with the entitlement to HCBS. Arizona Medicaid estimated that although savings were reduced
as a result of expanding access to HCBS, they were still substantial, approaching $870 million in
2006 (compared to an estimated savings of $992 million if access to HCBS had been limited).
However, Arizona supports the vast majority of persons with I/DD in home settings (non
provider-owned).> Arizona also has a rigorous preadmission screening and targeting program
that identifies persons at “immediate risk” of institutionalization, which likely contributes to
cost savings. Both of these features are not readily transferable to Texas.

A 2005 study by APS Healthcare examined Family Care costs during a two-year period
concluded that all but two of the Family Care groups had total long-term care costs less than
their comparison group counterparts (individuals with physical disabilities and those members
with no prior waiver experience before enrollment in Family Care in the four non-Milwaukee
County CMOs). The study also revealed that Family Care produces Medicaid savings both
directly by controlling service costs and indirectly by favorably affecting Family Care members’
health and abilities to function so that they have less need for services. Significantly lower costs
were noted for the following Family Care groups relative to the comparison groups (expressed
as average individual monthly costs) for:

¢ The non-Milwaukee members, as a group (-$517);

e The non-Milwaukee frail elder members (-$722);

3 Senator Smith’s Medicaid Roundtable: Testimony of Anthony Rodgers, Director, Arizona Health Care Cost
Containment System. September 13, 2006.
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¢ The non-Milwaukee members with physical disabilities (-$503); and,
e The Milwaukee County frail elder members (-$565).

The only Family Care group for which average individual monthly costs did not differ
significantly from comparison group individuals were individuals with developmental
disabilities in the non-Milwaukee CMO counties.*

In state fiscal year 2002, Michigan spent $1.8 billion on specialty services, serving over 195,000
people. Total Medicaid capitation payments were $1.52 billion, and grant awards totaled $318
million. These funds served over 161,000 people with mental illness and over 31,000 people
with developmental disabilities. An independent evaluation concluded that the transition to a
managed care model reduced costs for each target population. Estimated savings for mental
health services were $0.01 per eligible person per month (PEPM), savings for addiction
disorders services were $0.12 PEPM, and savings for developmental disabilities services were
$10.16 PEPM.>

There is some disagreement among researchers concerning the validity of the cost-savings
estimates associated with managed long-term care as well as the “transferability” of savings
from state to state. In “The Cost-Effectiveness of Noninstitutional Long-Term Care Services:
Review and Synthesis of the Most Recent Evidence” (2006),° Gabrowski notes that “Although
the recent literature did not unequivocally support any one model, managed care and
consumer-directed care were both identified as potential mechanisms toward providing
services more efficiently, although this conclusion hinges on the specific features of the various
programs.” He notes that most prior evaluations have had methodological problems and that
new evaluations using more rigorous analytical models are needed to provide a more accurate
savings analysis.

In “Do Non-institutional Long-Term Care Services Reduce Medicaid Spending? Home and
community-based services help people with disabilities stay in their homes while reducing
long-term care spending,”” the authors found that over the long-term, growth in long-term care
(LTC) spending for states with well-established non-institutional programs saw much less
spending growth than states with minimal non-institutional services. There is an initial period
of HCBS when overall LTC spending increases at a faster rate because of a lag in reduced
institutional spending. This finding perhaps argues for the more aggressive rebalancing efforts
as undertaken in states like Michigan and Wisconsin in order to accelerate reduced institutional
spending.

+ APS Healthcare, Inc. “Family Care Independent Assessment: An Evaluation of Access, Quality and Cost
Effectiveness For Calendar Year 2003 — 2004.” October 7, 2005. Retrieved May 2, 2010 from:
http://dhs.wisconsin.gov/Itcare/pdf/FCIndep Assmt2005.pdf

5 Centers for Medicare and Medicaid Services Brief, Promising Practices in Home and Community-Based Services.
Michigan - Person Centered Planning for People with Mental Illness, Addiction Disorders, and Developmental Disabilities,
Updated December 16, 2004, available at: https://www.cms.gov/PromisingPractices/Downloads/mipcp.pdf

¢ D. Gabrowski, ” The Cost-Effectiveness of Non-institutional Long-Term Care Services: Review and Synthesis of the
Most Recent Evidence,” Medical Research and Review, February 2006: Vol. 63, No. 1, available at:
http://www.npaonline.org/website/download.asp?id=1656

7 H. Stephen Kaye, Mitchell P. LaPlante, and Charlene Harrington, Health Affairs, January/February 2009.
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OVERVIEW OF TEXAS SYSTEM

Texans with I/DD who are Medicaid-eligible have access to Medicaid-funded habilitation,
residential and support services. Described below are the key Medicaid services for people with
I/DD that would likely be included or impacted by a pilot. In order to provide context for the
system in which an I/DD managed care pilot would operate, this section provides a broad
overview of Medicaid-funded services. However, it will be helpful for readers to bear in mind
that the target population for this pilot, as directed by HHSC, is persons receiving services in an
ICF/MR or from one of the following 1915(c) ICF/MR waivers: CLASS, DBMD, HCS, and
TxHmL.

Medicaid Waiver Services

Texas has eight Medicaid HCBS waiver programs that provide long-term services and supports:
e Three are for participants who otherwise meet nursing facility level of care:
0 STAR+PLUS (which is a managed long-term care program);
0 Community-Based Alternatives (CBA); and
0 Medically Dependent Children Program (MDCP).

e Four are for participants who otherwise meet ICF/MR level of care:

o HCS;

o CLASS;

o DBMD; and
o TxHmL.

¢ Orne is for participants who otherwise meet either nursing facility or ICEF/MR level of
care:

0 Consolidated Waiver Program (CWP).

These waiver programs are administered by DADS, with the exception of STAR+PLUS, which is
administered by HHSC and is mandatory for adults meeting eligibility criteria. An individual
should be enrolled in only one HCBS waiver program at a time. Legislative appropriations
determine the availability of waiver services. The most common route to enrollment in a waiver
program is through the interest lists. Individuals become aware of available programs through
a variety of sources, including MRAs, area agencies on aging (AAAs), aging and disability
resource centers (ADRCs) and DADS local offices. Demand typically outweighs the availability
of community services, so names of interested individuals are registered on interest lists. When
an individual comes to the top of a list, the eligibility determination process begins (to include
both a functional and a financial assessment). While on an interest list, many individuals receive
other services.
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HCBS Waivers

The four HCBS waivers for Medicaid enrollees who otherwise meet ICF/MR level of care are the
HCS, CLASS, DBMD and TxHmL waivers. Of the four I/DD waivers, HCS is by far the largest
(accounting for approximately 75 percent of all I/DD waiver enrollments), and the DBMD
waiver is the smallest. While these waivers cover many of the same services, the HCS waiver
offers the most comprehensive set of services. (Thus, the HCS Waiver is the focus of much of the
discussion in this paper regarding potential cost savings and policy changes.) Additionally, the
waivers have different eligibility criteria. A detailed comparison of covered services can be
found in Appendix A. Below is a brief, high-level overview of these four HCBS waivers.?

Home and Community-based Services (HCS)

Eligibility: Serves individuals of any age with MR (IQ below 70) or a related condition with an
1Q below 75.

Enrollment and Interest List Size: There were 18,266 individuals receiving HCS services and
45,884 on the interest list as of July 31, 2010.

Services and Supports: Adaptive aids, behavioral supports, counseling and therapies, day habi-
litation, dental, financial management, minor home modification, nursing, residential assis-
tance, supported home living, supported employment, support consultation.

Setting: Services may be provided to individuals who live at home, in a foster home or in a
three- or four-person group home.

Sample Individual Profiles:

e A 35-year-old man living with his parents who are paid as his foster care providers. The
parents provide assistance with activities of daily living, and the individual receives
dental services through the HCS program.

e A 27-year-old woman living in a group home with three other women receives assis-
tance with activities of daily living and training on meal preparation and housekeeping
from the staff in the home.

Community Living and Assistance and Support Services (CLASS)

Eligibility: Serves individuals of any age who have a disability other than MR that originated
before age 22 and affects the person’s ability to function in daily life—for example, epilepsy,
autism spectrum disorders, spina bifida or ce