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Julie Hamos, Director

[llinois Department of Healthcare and Family Services
201 South Grand Avenue [ast

Springfield, IL 62763-0002

Dear Director Hamos:

Molina Healthcare, Inc. (“Molina Healthcare™) is pleased to offer the following
comments as requested by the [llinois Department of IHealthcare and Family Services
(“HFS™) for the Coordinated Care Program.

Molina Healthcare has over 30 years of experience serving patients who have
traditionally faced barriers to obtaining quality healthcare, primarily individuals covered
by Medicaid, the Children’s Health Insurance Program (“CHIP™) and other government-
sponsored health insurance programs. Molina Healthcare’s operations in ten states
currently serve over 1.6 million low-income, vulnerable individuals. Molina Healthcare
also serves as the fiscal intermediary in five states covering another 2.8 million
beneficiaries.

Molina Healthcare recently reccived licensure as a Health Maintenance Organization
(“HMO”) in the State of Illinois and anticipates participating in future Medicaid managed
carc opportunities.

Molina Iealthcare appreciates the efforts made by the HFS to ensure that the healthcare
system is accessible and affordable to millions of Illinoisans. The following information
reflects Molina Healthcare’s decades of experience related to care management and how
that experience should inform strategies for implementing the Illinois Coordinated Care

Program.

1. How comprehensive must coordinated care be?

The Coordinated Care Model

As detailed below, in order to meet the health care needs of low-income families and
individuals in the most effective and cost efficient manner while also optimizing access
to appropriate care for the beneficiary, coordinated care contracts should require entitics
to arrange for the full spectrum of health care benefits, including physical and behavioral
health services, pharmacy and related ancillary benefits.
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In states where full-risk managed care models fedigaid beneficiaries have been
adopted, managed care organizations have con$ystiembonstrated the ability to
generate savings while enhancing quality and adoessre. Coordinated care models
utilize accessible and diversified provider netvgnobust information systems, quality
improvement programs and risk management stratég@sliver the appropriate care in
the appropriate setting. In fact, an analysis bg Tewin Group suggests that the
Medicaid managed care model typically yields casirggs even among high-cost
populations

Evidence demonstrates that Medicaid members hageesocial and health care needs
that are best met through Medicaid-focused managezlhealth plans. Specifically,
Medicaid members face transportation, languageo#imel socio-economic barriers that
can impede access to necessary care. Manageleadtie plans that are focused on the
Medicaid member are equipped to meet these needayis that other providers are not.
For example, Medicaid managed care plans have lawasks to information related to
services received by their members enabling coatitin of comprehensive health care
services that take into consideration multiple aspef the member’s health. Therefore,
Molina Healthcare encourages the State to allowagead care entities to be responsible
for the full continuum of coordinated care, incluglimental health and chemical
dependency.

Pharmaceutical Benefit Coordination

Molina Healthcare supports including pharmacy biémet the coordinated care contracts
and believes that the inclusion of all services/jtes for a better program by allowing a
single entity to fully manage and coordinate carelie beneficiary. By including
pharmacy benefits, the incentives of prescribezsatter aligned with the cost
containment goals of the State and managed catesgatre able to coordinate care with
complete knowledge of the patients’ history of came prescription drug usage. Studies
have shown that managed care provides drug coveragmore cost-effective manner
than fee-for-service programs, via formulary mamaget, high generic fill rates,
comprehensive drug utilization reviews, and integgtacoordination of care. Managed
Care Organization (“MCQ”) formularies are creatpddfically to ensure that the list of
drugs is administered as intended and utilizesrtgploat are routinely reviewed to make
sure all coding is consistent with formulary reganents.

HFS should provide managed care organizationstiéhlexibility to manage their own
formularies and utilization review programs andwdtiagefrain from implementing a
single, statewide formulary. Also, HFS should maindate particular drugs from which

! The Lewin Group, Medicaid Capitation Expansion’s Potential Cost Savings. April 2006.
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providers must prescribe. MCOs should be giverfléagbility to customize pharmacy
utilization management programs to ensure the effsttive and safe use of drugs.
Formulary management is one of the key tools thertaged care organizations
successfully use to control pharmacy costs andreragpropriate utilization of
pharmaceuticals, thereby helping to serve the’sthéest long-term pharmacy cost
management interests.

Provider Incentives

As of a condition of participation, coordinatedeantities should be required to
establish relationships with a broad, diverse ndtvwed healthcare providers so that
enrollees will have access to all Medicaid covesexdiices. However, as history shows,
even with an extensive network of providers, sommeof-network services will occur for

a variety of reasons. In the absence of a contragtiate regulatory guidelines, charges to
coordinated care entities, and ultimately the &a¥kedicaid program, for these out-of-
network services are often significantly highenthiae fee-for-service rate schedule,
which can ultimately increase overall Medicaid sost

Molina Healthcare has long advocated that out-défvaek payments should be tied to the
Medicaid fee schedule. Further, Molina Healthcarggests that the limit for out-of-
network services should be no more than 95% oMédicaid fee schedule so that there
is an incentive for providers to contract with Meadd organizations and the state’s
contracted coordinated care entities. Allowing-ofihetwork payments to be based on
alternative arrangements impedes the goal of @yghtiment and discourages providers
from participating in Medicaid MCO networks, theyeddversely impacting access and
quality of care.

2. What should be appropriate measures for healthare outcomes and evidence-
based practices?

In order to maintain quality of services delivetedllinois Medicaid beneficiaries by
managed care organizations, Molina Healthcare rewemds that HFS require that all
managed care organizations maintain National Cotaenfor Quality Assurance
(NCQA) accreditation and that Healthcare EffectegnData and Information Set
(HEDIS) quality metrics measurements be adopted.

Molina Healthcare recognizes the importance ofainidy uniform standards of care and
measurements as an important policy mechanismnonalte inconsistencies that make it
difficult to compare outcomes and success ratesbus care models. Molina
Healthcare recommends that the HFS require a sigolmmitment from its contracted
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coordinated care organizations to ensure considgnbnstration of a commitment to
improve quality through measurement and reporting.

According to the Agency for Healthcare Research@udlity (AHRQ), HEDIS

measures are widely used by state Medicaid agetecessess their contracted Medicaid
managed care plans. Molina Healthcare recomméradshte HFS adopt specific,
standardized existing measures that have beenapeeeby specialists and experts in the
field and are already widely utilized.

The HFS should further ensure that quality of ¢éaurmeasured along the care continuum
with focus on patient outcomes. Measures seldotetthe program should address each
component of the triple aim — cost, quality, antigrd care. With time, quality measures
may come to include efficiency factors as well sashisk adjusted medical utilization
and cost.

As policymakers work to address quality of caréhe Medicaid program, it is essential
that new requirements are streamlined with existtagdards to limit the burden on
providers and health plans. Finally, Molina Heedtte recommends that similar data
reporting standards and methodology is used fdr M&dicaid managed care and
Medicaid fee-for-service to allow the state to aactdvalid comparisons.

3. To what extent should electronic information cpabilities be required?

A critical building block for enabling electroninformation sharing rests with the health
care providers’ ability to develop and maintain éhectronic health information
concerning their patients.

Currently, the healthcare industry is migratingyiders from paper-based health records
to a system that stores health information eleatedly and employs computer-aided
decision support systems. In part, this is duedooaving recognition that a robust
information technology (IT) infrastructure is intagto addressing concerns related to
improving the safety and quality of health care asnhg health care costs. The efforts of
all parties to advance the deployment of Electrétealth Records (EHR) systems,
would benefit from a common set of expectationsudletectronic information

capabilities and the functional requirements thatild need to be met over a specific
period to enable collective information sharing.

Initially, the HFS should provide an EHR backboaetiking paper records and turning

them into EHR immediately. This would (1) improvatient care, (2) make electronic
records available to compliant providers instan(®y,better-highlight the practice
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benefits of EHR to slower adopters, and (4) mopédig move providers to the new
technology. This could be funded by a per-recoedctearged to non-compliant users that
would be eliminated should such users become camtpliAlternatively, the Department
could bid this infrastructure out to a private g¢antor who would provide the services on
a fee-for-service basis.

As all providers have operational variances, tagesnust also recognize that each
provider will have access to and utilize differeegources to demonstrate meaningful use
of the utilization of electronic information caphifies. This is especially true for provider
networks that primarily focus on financially vulabte populations. For example, at
Molina Healthcare, we provide services to patievite have traditionally faced barriers

to obtaining quality healthcare and who are undstiied or uninsured. In general,
physician providers in networks dealing with unéeved populations may be less
technically advanced than others due to reimbure&siing typically less than the
commercial population.

4.  What are the risk-based payment arrangements thahould be included in
care coordination?

Risk-Based Arrangements

Molina Healthcare supports a risk-adjusted, cagitgtayment care coordination model
which has proven to be successful in saving Medipabgram funds and that could
significantly reduce the rate at which Medicaid exgitures are increasing. Previous
experience has also demonstrated that some prevadgemnot equipped to handle
financial risk and allocation or full capitatiorrangements. While shifting risk is an
effective way to manage costs, it works only whementities taking on risk have a
secure financial position and are able to accgptatad risk. Unlike MCOs, very few
provider organizations are large enough or haventinestructure to manage global
capitation.

In the 1990s, the state of California experienaedr@precedented number of providers
take on risk for delivering care, which in turn ledthe rapid expansion and ultimately
the failure of many under-capitated risk-bearingamizations. Provider insolvency
became such a large problem that the Californiaslagre enacted laws that require
providers who accept financial risk to obtain &fise similar to that of an HMO. Risk-
bearing arrangements have broad implications ®sthbility of the healthcare market
and for beneficiary access. For these reasorspmadle barriers to entry, vigorous
regulations and strict solvency requirements masemn risk-taking for coordinated care
models.
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Medical Cost Ratios

Although Molina Healthcare supports the principlattan appropriate amount of the
health care dollar should be spent on medical cosg®ppose setting a mandatory
minimum Medical Cost Ratio (“MCR”) on health plankittle information is typically
provided about how an appropriate minimum MCR ideined and there is no
evidence that any numerical MCR correlates to bett@igher quality care. Mandating
an MCR will also not lower the cost of health cangl in fact will discourage efficiency
in the short- and long-term. It may be possiblentbgate some of the efficiency issues
by allowing health plans with appropriate qualitgasures and low medical cost ratio to
reinvest the “savings” into health care improvenedfarts or health-related community
programs.

Medical Cost Ratio requirements may also penaleadth plans that provide effective
guality health care for patients and better mandijeation of services. Medicaid health
plans have been working to implement case managdestrategies such as disease
management, care coordination, prevention and esdlprograms, and other service
programs that improve care and health outcomesveMer, these additional services
often increase administrative costs which may leaders to eliminate or reduce these
important services. Therefore, establishing a ratorgt minimum MCR impedes the use
of such important services as disease managentgizgtion management, quality
assurance and improvement initiatives, or imprdvealth information technology.

5.  What structural characteristics should be requied for new models of
coordinated care?

Participating coordinated care providers shoulddogiired to hold Department of
Insurance certification thereby demonstrating thay are bound by a legal structure that
ensures their ability to take financial risk andhtzact with providers and suppliers that
meet program requirements. Certification ensueadth plans are in compliance with
operational requirements that are subject to mongdy state regulators and makes
health plans subject to periodic comprehensiveityuadsurance evaluation by a third-
party reviewing organization and generally by thgurance department. Most health
plans must also submit quarterly and annual statditmancial statements and utilization
reports, as well as other required reports. Fesdlreasons, health plans are stable,
operationally proven models to participate in therdinate care program.

Medicaid MCOs also provide for greater continuitycare and coordination at the point
of service than traditional fee-for-service MeditaManaged care organizations give
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beneficiaries the benefits of a medical home wiiteas to programs such as case
management, disease management, wellness and deatthtion, and transportation
services. Considering the characteristics of fivels population and of both current

and projected economic and budgetary factors, &ded state agencies must consider
innovative coordinated care solutions that achteeesimultaneous objectives of
maintaining high-quality care for Medicaid eligibleshile stabilizing expenditures.

Molina Healthcare’s fully-integrated, full-risk cié@ted managed care model provides the
following coordinated care benefits:

» Allows for the creation of a team-oriented, mukicplinary comprehensive care
coordination model for the member, which has beamahstrated to produce
better outcomes when compared to the fragmentedcoardination services
delivered under fee-for-service or less comprelvensiodels;

* Promotes the development, implementation, and m@amice of individualized
care plans and the establishment of a point-ofamirihat facilitates the
coordination of care between providers and otrekedtolders, resulting in
prioritized delivery of necessary services anddf@e improved member
satisfaction;

* Improves programmatic evaluation capabilities frallrstakeholders’
perspectives, minimizing the number of participaarid/or programs to be
reviewed,;

» Improves access to care by leveraging the conttawtevork of providers that
can be made readily available to the member;

* Results in improved outreach programs that suppdrstantial education efforts,
which promotes successful program implementatiod; a

» Aligns managed care organization and regulatorgntiges by preventing
unnecessary and/or long-term admissions to nufaiifities and promoting
increased utilization of Home and Community-Based/8es (HCBS), thus
accomplishing the objectives of reducing costsslading cost-shifting between
Medicaid and Medicare while providing care in thadt restrictive setting.
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6. What should be the requirements for client asgnment?

Auto-Enrollment

In an effort to provide coordinated quality car@dbwer cost to states, Molina
Healthcare supports mandating the use of managedaraViedicaid beneficiaries. With
auto enrollment, managed care organizations aaeiwsition to identify the health care
needs of individuals as early as possible, thusiiglto avert costly treatments and the
poor outcomes that often accompany untreated afypowmnaged medical conditions,
including high-risk pregnancies. Molina Healthceweommends that the HFS require its
contracted health plans to auto-assign memberst@apy care physicians (or specialists
assuming the primary care physician (PCP) role)nvthey do not make an active PCP
choice to ensure each member is assigned to an@mie medical home. This process
should assign PCPs to members in accordance vagrgnmed auto-assignment
criteria, such as provider specialty, members’ sge/provider distance from members’
residence, members’ PCP history, and members’ pyitaaguage. The health plan
should be responsible for clearly communicatintheomember the PCP assignment and
for addressing any issues and questions.

A phased-in auto-enroliment approach based on welanad geographic region may be
necessary to enable contracted MCOs to collabariditeHFS and other state agencies,
make initial contact with dual eligible memberd&termine transition of care needs,
arrange for continuation of services, and commuaioath providers and community-
based groups to develop a solid collaborative fatind to ensure successful transition
into the coordinated care program.

Aged, Blind and Disabled Enrollment

While the Aged, Blind, and Disabled (ABD) populatitypically makes up a small
percentage of Medicaid beneficiaries, they reprieseea of the highest-cost categories
within the Medicaid program. In an effort to impeocare coordination for this special
needs population, Molina Healthcare recommendsttigafABD population also be auto-
enrolled in a Medicaid managed care program. Thebeiduals typically require
extensive services, care management and coordinatianaged care plans, such as
Molina Healthcare, provide better access to cadevét provide the necessary services
and benefits to meet the unique needs of this #mer digh-cost populations. Requiring
that the ABD population is enrolled in managed sgiteenhance the healthcare services
coordination for beneficiaries while reducing costs
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7.  How should consumer rights and continuity of ce be protected?

Molina Healthcare believes that substantial wegdtttuld be given to the special
circumstances of low-income populations as the H&Sgns and implements the
coordinated care program to ensure continuity of.c&lealth plans and providers that
have traditionally served Medicaid beneficiariesehgast experience in delivering
effective health programs and benefit packagebt@income populations that make
them uniquely qualified to serve these individuals.

Health Insurance Exchanges

Medicaid health plans should be given the optiopaudicipate in state Exchanges
without negatively impacting their ability to coatt with a state to provide Medicaid
benefits for eligible beneficiaries. Experts aipiade a large number of participants will
move between the Exchange and the Medicaid and @idiframs, and some suggest
this movement may be more seamless if Medicaidih@#ns are participants in the
Exchange.

Molina Healthcare focuses exclusively on servingi@erable population that relies on
government-funded health programs. As such,better equipped to provide the
specialized care and services the Medicaid and @dfflations require. Should health
plans with Medicaid contracts in Illinois be readrto participate in the Exchange, many
not-for-profit and Medicaid-specialized health #dike Molina Healthcare (that do not
offer commercial products) may be pushed from tiaeketplace as they may not be able
to compete against larger, multi-line plans witdmn#icantly more experience and back-
office capacity in the commercial market. As aiteghe quality and continuity of care,
and access provided to the Medicaid population beajeopardized.

Basic Health Plan

The Affordable Care Act (ACA) provides states waii option to create a “Basic Health
Program” for low-income individuals, in lieu of m&ging coverage through the health
insurance exchange. Molina Healthcare believeshieaState of lllinois should give
immediate and serious consideration to the adomti@nBasic Health Program as the
ideal alternative to the health insurance exchaogever the lower-income segments of
the exchange-eligible population.

The State of lllinois and low-income individualsub benefit from the Basic Health
Program in a number of very significant ways:

* Individuals with incomes less than 200% of FPL \w#l the vast majority of
consumers eligible for exchange-based subsidiegtfpeAmerican Academy of
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Actuaries, November 2009). They share significdnaracteristics with the
Medicaid/CHIP population; e.g., they have kids iedtaid/CHIP, family
members on other government programs, greatericaadt needs, require
enhanced services (case/care management, langrages), used to getting
care from community health centers, safety netiderg, etc.

» The state could provide Medicaid, CHIP, and Bastalth coverage through the
same community and other managed care plans apd&aedies together,
resulting in greater enrollment, more stable cogyerand fewer coverage gaps.

* The Basic Health Program could smooth out the iffees between Medicaid
benefits, which generally have very limited cosdrgig and no monthly
premiums, and the benefits and cost sharing uhgenealth insurance exchange.

» The state could design the benefits to reducedketo the state and to adjust the
benefits to the income and the unique needs gbdipalation.

» Health plans that traditionally serve Medicaid &1dIP are well-qualified to
serve Basic Health Program members based on eRrperieost, readiness, and
knowledge of the population.

* The Basic Health Program can provide a state nemerge in its direct purchase
of health coverage because it is buying on beHaltiditional covered lives, for
example, through its Medicaid program.

* The Basic Health Program would also provide needggbort to safety net
providers remaining viable by retaining their catrlbw-income patients who
may otherwise be forced into commercial plans astdiarks in the health
insurance exchange.

* If CHIP funding is not extended after 2015, theiB&tealth Program is a natural
fit to absorb a share of these children with mimmservice and care disruption.

» States could invest unused Basic Health Programbsfunto additional services,
including ones that are traditionally funded witate dollars. Under the
exchange, by comparison, a State would be reqtorpdy for any additional
services not defined under the essential healtbflien

The Basic Health Program provides a model oppdstdar lllinois to cover low-income
populations in a cost effective and culturally sévs manner and will reduce the churn
of low income individuals in the health insurangelenges, leading to controlled

medical and administrative costs. The funding @vst reduction potential of the Basic
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Health Program makes it a viable alternative that3tate of Illinois could adopt to cover
their low-income population below 200% of the FPL.

8.  What is your organization’s preliminary anticipation of how it might
participate in coordinated care?

Molina Healthcare welcomes the opportunity to pdevine State of lllinois with its full-
risk managed care plan services. Using a membéeraeh cost-effective model of
managed healthcare services, Molina Healthcaredvawdnge for a broad spectrum of
care for lllinoisans that often requires the ingggm of overlapping services, including
coordinating acute, behavioral health, substanaseabnd long-term care services.
Molina Healthcare has extensive experience in magaand providing for quality
healthcare services to vulnerable populationsuaiinly an established track record of
effectively providing integrated care coordination members who have multiple or
complex conditions.

The key strengths of Molina Healthcare’s model edithcare services include the
following:

» Administering an efficient managed care model gravides quality services in a
cost efficient and sustainable manner while meedihgtate, regulatory and other
requirements;

* Maintaining a robust service delivery network foeti®n contracting with
primary care physicians, many of whom are contchtdesupport a medical home
environment, as well as specialists, hospitalsaarwllary providers to ensure
access to experienced community and safety netifovaers;

* Providing flexible and innovative care managemaestivery approaches to
integrate service coordination for persons wittabikties, chronic medical
conditions, and behavioral health and substancseaissues to ensure delivery of
the right care, at the right time, in the rightise;

» Ensuring plan members receive comprehensive, iatiegicare management
through programs and services that include:

- Care Coordination that is member-centric and irgesgr an array of health
care services designed to improve health outcooreshfonically ill,
disabled and aged populations, including individwaith acute,
behavioral health and/or substance abuse issuggessons with long-
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term care needs:

— Care Transition services that ensure members are educated prior to
hospital admission (or any change in level of care). Members also receive
post-discharge support services to prevent readmission and ensure
members adhere to discharge instructions.

— Disease Management designed to educate and actively engage members in
addressing their own health care needs, and which have been proven
effective in reducing inpatient admissions, readmissions and emergency
room services;

- Case Management based on risk-stratification of members with complex
medical conditions for assessment of needs, interventions and evaluation
of outcomes;

- Utilization Management designed to ensure quality, cost-effective and
medically nccessary services are delivered across the continuum of care;

- A dedicated multi-lingual Nurse Advice Line available 24 hours per day,
seven days per week that is staffed by registered nurses who provide
comprehensive and personalized telephone services with a goal of
decreasing inappropriate use of emergency room services; and

e Utilizing a scalable information technology system capable of handling and
processing complex data requirements.

Molina Healthcare is committed to supporting the State of Illinois in its effort to provide
coordinated care to Medicaid members. We appreciate your commitment and Icadership
in cnsuring the healthcare system is accessible and affordable to millions of low-income
[llinoisans.

Thank you for your consideration of our comments. Pleasc feel free to contact me should
you need additional information at (888) 562-5442 (ext. 114667) or
John.Puentet@MolinaHealthCare.Com

Sincerely,

C
\AA \ <
. Puente "
VP Deputy General Counsel
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