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March 3, 2014

The Honorable Matthew Lori, Chair

House Appropriations Subcommittee on Community Health
Michigan House of Representatives

P.O. Box 30014

Lansing, MI 48909-7514

Re: 2014-15 Department of Community Health Budget
Dear Representative Lori:

Michigan Assisted Living Association (MALA) appreciates the opportunity to provide testimony
regarding services funded through the Department of Community Health (DCH) budget. Our
organization’s membership consists of 1,000 members providing supports and services to over
36,000 persons throughout the state. These persons include older adults and individuals with
intellectual and developmental disabilities, mental illness, substance use disorders, traumatic
brain injuries or physical disabilities.

Strengthening Mental Health Services

MALA supports the executive budget recommendations for strengthening mental health services.
We specifically support the funding to begin implementation of the recommendations from the
Mental Health and Wellness Commission Report.

Enhancing Senior Services

MALA also supports the executive budget recommendations for enhancing senior services. In
particular, we urge the Subcommittee’s support for elimination of the MI Choice waiting list.
The MI Choice program provides vital services to persons in their own homes or community
based settings who are nursing home eligible. The community based settings include licensed
adult foster care homes and licensed homes for the aged.

Medicaid Personal Care Supplement

MALA recommends a modest funding increase of $35.00 per month in the Medicaid Personal
Care Supplement that is received by the adult foster care and home for the aged providers. The
executive budget recommendations do not include a funding increase in the Medicaid Personal
Care Supplement.
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As indicated in the overview provided with this testimony, the Medicaid Personal Care
Supplement has not increased since October 1,2008. In addition, the Medicaid Personal Care
Supplement has increased by only $18.00 per month since 2000 or 10.3 percent total for the
entire 14-year period. This supplement is critical to the provision of personal care services to
older adults and persons with disabilities.

Thank you again for the opportunity to testify. Please contact me if any additional information is
needed regarding our organization’s testimony.

Sincerely,

Reut 1 Fhes

ROBERT L. STEIN
General Counsel

cc: Rep. Robert VerHeulen, Majority Vice-Chair
Rep. Paul Muxlow
Rep. Peter MacGregor
Rep. Jim Stamas
Rep. Mike Shirkey
Rep. Rashida Tlaib, Minority Vice-Chair
Rep. Brandon Dillon
Rep. John Olumba



M ichigan Assisted Living Association

The leader in Advocacy, Education, and Resources for Providers

Overview of Medicaid Personal Care Supplement

1. Adult foster care (AF C) and home for the aged (HFA) licensees provide services to several
thousand persons for whom licensees receive a Medicaid Personal Care Supplement of
$192.38 per month. This payment level is clearly inadequate based upon the personal care
needs of the adults choosing to obtain services in licensed AFC and HFA settings.

2. The Medicaid Personal Care Supplement level has increased minimally for the past 14 years
as indicated below:
* 10/01/2008 - increase to $192.38 per month
* 10/01/2006 — increase to $184.38 per month
* 10/01/2000 — increase to $174.38 per month

Thus, the Personal Care Supplement payment has increased by only $18.00 per month since
2000 or 10.3 percent total for the entire 14-year period.

3. The personal care services provided to AFC and HFA residents include assistance with the
following:

A. Bathing F. Eating

B. Grooming G. Medication

C. Dressing H. Specialized skin care

D. Toileting L. Other personal care services as needed
E. Transferring

4. A modest increase in the Medicaid Personal Care Supplement to $227.38 per month effective
October 1, 2014 is essential to the health and well-being of AFC and HFA residents. This
amount would apply slightly less than a 3 percent cost-of-living increase factor for each year
since 2008.

For additional information on the Medicaid Personal Care Supplement, please contact Michigan
Assisted Living Association.

ROBERT L. STEIN KATHLEEN M. MURPHY
General Counsel General Counsel
1-800-482-0118 ext. 2400 1-800-482-0118 ext. 2401

rstein@miassistedliving.org kmurphy@miassistedliving.org

February 2014
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House Subcommittee on Department of Community Health
Appropriations

March 3, 2014

My name is Rick Murdock and I am the Executive Director of the
Michigan Association of Health Plans. Members of our
association participate in the Medicaid Managed Care Program
through a competitive bid process for the awarding of contracts,
Medicaid Health Plans are currently responsible for the delivery
of comprehensive health services for nearly 1.3 million Medicaid
beneficiaries.

Our membership wishes to thank you for your past support for the
Medicaid managed care program. The presentation by the
Department of Community Health Jast week illustrated many of
the attributes that our industry provides in the cost-effective
delivery of services for Medicaid beneﬁciaries—my only reaction
would be, I know we can do better.

My testimony today is guided by the positions established by my
Board of Directors. I have attached to this testimony our complete
set of Recommendations and Executive Summary that is part of
our annual Medicaid Strategic Paper. But for today I want to
focus my few minutes of testimony on the key challenges before
us:

1. Sustaining Expectations for Performance by Medicaid
Health Plans

2. Flexibility Within Medicaid

3. Healthy Michigan Act Implementation

4. Core Support for Current Medicaid & Healthy Michigan

Act (Actuarial Soundness[



Performance.

Policy makers, administrators and the public expect (and receive) value from the
Michigan’s Medicaid managed care program. This is largely due to the nature of
the performance-based contract, the inherent flexibility of a managed care system,
and the emphasis on prevention, care coordination and disease management. The
most obvious strength is cost savings.,

There continues to be an estimated savings of $400 million each year due to the
Medicaid Managed Care program compared to fee for service. This savings has
now yielded nearly $5 billion in total savings to state taxpayers between FY 00
and FY 13. The savings reflect the cumulative impact of competitive bidding,

performance contracting, and more efficient management of health care in a

partnership with the state jn exchange for actuarially sound funding.

This return on investment enables both the State of Michigan and the federal

government to redirect savings from Medicaid managed care to support programs
in other high priority areas while preserving access to quality health care services
for the vulnerable populations served by Medicaid program and avoid reductions

widely praised as innovations in other state Medicaid programs is often a regular
and long standing feature in Michigan. This is coupled by the considerable



Medicaid.

Healthy Michigan Act.
The process and steps for implementing the Healthy Michigan Act are proceeding.
The submission and federa] approval of the waiver, conference on diversion from



Actarial Soundness: Why Recommendation related to actuarial soundness
requirements are so important,

To assure the entire managed care program is financially viable and strong full
actuarial soundness must be implemented. A key indicator of “actuarial
soundness” is the industry average margin for Medicaid Health Plans. A strong

each year. However the past three years have resulted jn the following average

Medicaid Health Plan margins as reported in year-end filings with the Department
of Financial and Insurance Services, DIFS:

Calendar Year Average Margin

= 2010 2.01 %
= 2011 1.59 %
= 2012 1.20 %

it is critical anytime to assure actuaria] soundness, given the trend in overall

margins and the pending launch of the new initiative for Healthy Michigan Act,
the legislature’s obligation to fund and the department’s obligation to administer
this program in an actuaria] sound manner is now of paramount importance,

Summagx

Continued success of Medicaid and projected success for the Healthy Michigan

million in total dollars over the amount recommended in the FY 15 Executive
Budget for these two line items. At the current federal match rate, this would
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require an additional $25-$30 million in General Fund support—the remainder
from federal match. To be clear, this recommendation will not increase the
margins, as one percent increase does not translate to one percent margin—but the
recommendations is intended to keep the overall margins from falling even lower.

In subsequent meetings with you and your staff, we will review these

recommendations in more detail. Thank you for this opportunity to comment on
the significant challenges facing Medicaid and Healthy Michigan Act.

Attachment:

Executive Summary: MAHP Strategic Medicaid Paper for FY 15
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RECOMMENDATIONS FOR FY 15 AND BEYOND

1. The Department of Community Health should administer and the Legislature should
appropriate adequate funding to assure actuarially sound rates in support of all
aspects of Medicaid Managed Care, (CSHCS, Duals (including the model for
Integration), Regular Medicaid, and Healthy Michigan Program). All Medicaid Policy
bulletins issued by the Department after federal approval of actuarial soundness should
include economic analysis to demonstrate that the approved rates are not compromised by
proposed changes in Medicaid Policy. Consistent with federal and state requirements for
actuarial soundness, costs related to the health insurance premium tax imposed by the
Affordable Care Act, and health insurance claims assessment must be considered as part
of actuarial soundness and certification of the health plan rates.

2. Implementation of the Healthy Michigan Act should be consistent with the legislative

intent and principles of managed care that focus on innovations and flexibility.

3. 'The State of Michigan should consider implementing an Integrated Long Term Care
Initiative in regions outside of the demonstration initiative for integrated care for Dual

Eligibles.

4. The State of Michigan should continue to improve and reform Medicaid eligibility by:

a. Operationally, creating a default eligibility and enrollment for newborms to be
assigned to the same Medicaid health plan as the mother at the time of birth
(consistent with the terms of the Medicaid contract).

b. Considering the option to delink Medicaid application from other human services
program applications in order to accelerate eligibility and enrollment.

c. Considering the feasibility of expanding the new eligibility and enrollment
process for Healthy Michigan Act to the base Medicaid program.

d. To help reduce future enrollment and eligibility “churning”, Michigan should
consider the economic feasibility of Michigan implementing either a bridge plan
or basic health plan in conjunction with the Insurance Exchange.

5. The State of Michigan should continue its efforts in streamlining and coordinating the
administration and oversight of Medicaid Health Plans and related contracted entities.
This may include such options as:

a. Merging the state administered contracts for MI CHILD and Medicaid Health
Plans at the next earliest opportunity;

b. Reduce or eliminate paper requirements in lieu of electronic documents and web-
based information sites and begin using “deemed compliance” by virtue of
national accreditation such as NCQA or URAC;

c. Consolidating the Program administration and Coordination of the Integrated
Services Plan for Dual Eligibles, MI CHILD, Healthy Michigan Act and regular
Medicaid Managed Care Program under a single administrative program.

d. Changing the regulatory perspective to a “regulation by exception”—that is a
focus on those who are performing below standards established in the contract.
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6. The State of Michigan should continue efforts to maximize all levels of non-GF
Revenue (federal, special use, local revenue, and cost avoidance) to protect Michigan’s
Safety Net. This focus would continue and expand efforts for:

a.

b.

Medicaid Health Plan Special Access and Supplemental Programs to assure
outreach and coverage for Medicaid beneficiaries;

Securing additional federal support into Medicaid, including FQHC, grants and
programs to bring wellness and prevention as a key component of Medicaid;
Increasing third party collections for Medicaid Managed Care Plans by providing
access to other carrier data, including auto and Blue Cross/Blue Shield of
Michigan and designating Medicaid Health Plans as “agents of department” for
purposes of this function.

Improving fraud and abuse coordination through the Medicaid Inspector General
Office and working with a variety of organizations regarding the development of
more community based care to reduce current high cost utilization of care.
Developing an effective Observation Stay reimbursement policy and incentives
for alternatives for Emergency Department use.

Continue and expand efforts to support medical homes and other forms of
diversion from emergency department inappropriate use.

7. The Department should enhance and improve the Encounter Data Quality Initiative

to assure the following expectations are met:

a.
b.

C.

Encounter data will be successfully used in health plan rate development.

DRG rebasing, special financing initiatives and studies on quality development
using encounter data as a main component for such studies; and

The use of encounter data for special analysis and cost studies.

8. The State of Michigan should begin to take all necessary preliminary steps to assure a

fair, transparent and deliberative rebid of the Medicaid Managed Care Program for
contracts effective October 1, 2015 that recognizes the value contributed by current
contractors. Such steps should include the following:

a.

Production of a formal “solicitation document” (RFP, RFA, RFI) to be distributed
no later than December 2014 to qualified bidders that are licensed as health plans
in Michigan.

Targeted new contract beginning October 1, 2015.

Consideration of changing the length of the initial contract and extensions to a
four year contract and three one-year extensions.

Announcement of the bid regions that will be used for the Solicitation as soon as
possible as well as capacity measures that will be used in each region to facilitate
meaningful health plan/provider contract negotiations.

A “Decision Process” that will continue to emphasize the value of choice for
beneficiaries and competition.

A final Contract between the State and health plans that will merge the separate
contracts for MI CHILD, Healthy Michigan and Regular Medicaid into a single
contracting document. Further, the solicitation process should facilitate
recommendations regarding integration of physical and mental health services.
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EXECUTIVE SUMMARY DISCUSSION

Policy makers, administrators and the public expect (and receive) value from the Michigan’s
Medicaid managed care program. This is largely due to the nature of the performance-based
contract, the inherent flexibility of a managed care system, and the emphasis on prevention, care
coordination and disease management. The most obvious strength is cost savings.

The MAHP Board Adopted Vision for 2020 is to have improved coverage, access, value and
choice for the State’s population improved competition within the industry, and demonstrated
continuous quality improvement in key health status areas for Michigan residents. To implement
this vision and promote the growth and sustainability of our managed care system, critical
objectives are necessary at the beginning and through the program’s duration. The
recommendations included in this document are intended to help reach this vision for Michigan

Value in Managed Care

There continues to be an estimated savings of $400 million each year due to the Medicaid
Managed Care program compared to fee for service. This savings has now yielded nearly $5
billion in total savings to state taxpayers between FY 00 and FY 13. The savings reflect the
cumulative impact of competitive bidding, performance contracting, and more efficient
management of health care in a partnership with the state in exchange for actuarially sound

funding.

This return on investment enables both the State of Michigan and the federal government to
redirect savings from Medicaid managed care to support programs in other high priority areas
while preserving access to quality health care services for the vulnerable populations served by
Medicaid program.

Of even more value is the high quality that is the hallmark of managed care. The continued
national high performance ranking of Michigan’s Medicaid Health Plans is a testament of the
dedicated efforts of each of the health care partners in this arrangement; state administrators who
set the standards, providers who deliver the care as part of the provider networks, and contracting
health plans who put it all together.

Once again, the Michigan Medicaid Health Plans are cited as among the best in the nation
by Consumer Report/NCQA America's Best Health Plans. Their 2013 ranking cited Michigan
Health Plans for excellence in all three categories: commercial, Medicare, and Medicaid.
Specifically, Michigan Medicaid Health Plans are among eight in top 30, nine in top 50 and ten
in top 60. These numbers clearly demonstrate the quality care provided to our Medicaid
population.

What’s next?

There is still much more work to be done. Following the leadership of MDCH and in partnership
with MDCH, the Medicaid health plans have been very active in working through operational
details and enrolling special populations into managed care to improve access, coordinate care
and provide more cost effective and accountable care for Michigan’s most vulnerable citizens.
These special efforts already underway include the following, (most notably the Initiative for
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Dual Eligibles and implementing the Healthy Michigan Act which will be further described
below):

* Completing the transition of enrollment of Children’s Special Health Care Services,
CSHCS. This began October 1, 2012 and continued well into 2013. While there were
bumps along the way, the transition was quite unremarkable due to the tremendous
amount of work by the health plans in partnership with MDCH.

® Continued to work with MDCH to implement a reimbursement increase for primary care
providers—to a level consistent with Medicare. This program was retroactive to January
of 2013.

® Continued to work with MDCH to begin the process for an enhanced beneficiary
monitoring program to effectively control beneficiaries with high utilization of services
while maintaining access to needed care. This program will be fully operational in the
summer of 2014.

* Implementation of Integrated Care for the Dual Eligibles. This project is very
complicated, taking an enormous amount of finesse and guidance from both MDCH and
the federal government. We look forward to implementation during the summer of 2014.
And now of course,

* Implementation of the Healthy Michigan Act---enacting all of the provisions of Public
Act 107. This is an enormously complicated implementation because of the many
reforms from the base Medicaid Program and the administrative requirements necessary
to meet legislative intent.

Reform Eligibility

The sooner an eligible person becomes enrolled into a Medicaid Health Plan, the more effective
and timely care can be provided and coordinated. A good example of where improvements can
take place is with newborns. Now that the Medicaid Program has moved the Children’s Special
Health Care Services, CSHCS, enrollment into managed care, it is critical that newborns be
identified and enrolled into the same health plan as the mother in the birth month. While this
provision is included in the Contract with Medicaid Plans, operationally it is always delayed for
months and then creates retroactive enrollment during a critical period of time for coordinating
care.

As we look to the new eligibility system that will be established for the expanded population
under ACA—up to 133 percent of poverty (note—operationally it will be 138 percent) reform of
the existing system should take place. Performance standards of care imposed on Medicaid
Health Plans under the state’s contract are more achievable with timely enrollment.

Other efforts should assure that the eligibility re-determination process becomes more
transparent in order for Medicaid Health Plans to identify and assist beneficiaries. This effort
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will result in more continuity of care and improved date and accountability as HEDIS measures
are based on “continuous enrollment” files.

Streamline and Coordinate Administration and Oversight

The Department should be commended for continuing to meet with Medicaid health plans on a
regular basis to jointly discuss how the program can be improved. In addition to those
conversations, the following areas should receive more attention over the next year:

* Merging contracts for MICHILD with Medicaid. This will eliminate some administrative
costs, focus more on performance and accountability using the audited data requirements
that exist for Medicaid, and would eliminate a current cost-settlement program with
BCBSM that costs between $12 and $15 million each year.

* Reduce paper requirements in lieu of access of electronic documents and web-based
information sites.

* Continue the identification of areas that can be considered “deemed compliant” as a
result of national accreditation and change the focus of contract oversight to raising the
performance of those contractors that are under the state average.

* Coordinate efforts for identifying and managing beneficiaries who have high utilization
of care, particularly in emergency departments and in pharmacy.

* High level interactions with health plan operational staff and Department staff and
consultants responsible for assuring encounter data validity and utility.

Finally, as most of Medicaid beneficiaries are or will be enrolled in managed care, it is time for
the development of Medicaid policy to be developed through the lens of managed care and not
based on fee for service. Under the Medicaid Contract, once a policy is adopted, Medicaid
Health Plans must comply. Often, this requires modifications of systems, adjustments of internal
protocols and policies—all of which add administrative costs. Further, these policies are often
developed after the annual rates for Medicaid Plans are approved by the CMS—therefore; costs
must be absorbed within the existing rates—although these costs were never part of the rate
development assumptions.

Maximize non-GF Revenue

The success of Michigan Medicaid has been largely related to the ability to identify and
implement programs that establish non-general fund support. As a result, the overall state
general fund support for Medicaid has stayed largely static over the past years—while overall
enrollment has increased significantly. It is vitally important that this effort continues and be
enhanced where possible. Medicaid Health Plans have been highly supported in several direct
ways:

® Medicaid health plans continue to pay taxes to support Medicaid—first through a

HMO Quality Assurance Assessment Program, QAAP; then through payments to
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the state’s use tax; and now as part of the Health Insurance Claims Assessment
Act and the Affordable Care Act premium tax.

® Medicaid health plans provide transfer payments for Michigan’s hospitals to
account for uncompensated care and graduate medical education programs; to
Specialty Programs to assure assess to care; to adolescent centers and programs to
provide the core funding for teen health centers and health education curriculum.

* Medicaid health plans are expected to increase the identification and collection of
third party insurance in order to reduce Medicaid exposure.

Additionally, the areas of fraud and abuse are areas that Medicaid Health Plans work closely
with the Michigan Attorney General’s office and the Medicaid Inspector General—and expect to
do so even more in the future years. Cost avoidance through this coordinated effort is one of the
expected outcomes.

The area of waste is one area that is of concern to all payers. Health care reform cannot truly
take place unless the cost of health care is reduced. This will affect Medicare, Commercial and
Medicaid services together and solutions should be seen not just as a Medicaid issue but much
broader. We know that at many as 20 percent of admissions are for treatment and care that could
be provided in a community outpatient setting—IF—such settings and programs were available.
Efforts toward more medical homes and early treatment and interventions—prevention—will
also have the benefit of reducing costs. Finally, all citizens, including those on Medicaid need to
have incentives to take personal responsibility for managing their own health care. The
implementation of Michigan’s health and wellness plan—also known as the 4 X 4 Plan is a good
start in this effort and the underlying premise of the Healthy Michigan Act has embodied this
concept.

Conducting a successful Rebid

MAHP has recommended that Michigan utilize the full option of three one-year extensions until
the scheduled current contract end date of September 30, 2015. This position was taken due to
the recognition that the Department of Community Health had many initiatives underway or
planned over the past several years that included:

1. Development of the plan for the Integrated Care for the persons with dual eligibility
Project —now a regional demonstration which will require extensive negotiation with
CMS along with necessary Waivers and/or state plan amendments.

2. The Michigan Market Place (the Insurance Exchange) that will change the face of
insurance selection for the citizens of Michigan and is now implemented through a
partnership model with the federal government. Medicaid needs to be part of the systems
development in order to coordinate the enrollment of expanded Medicaid eligibility.

3. Medicaid reform will require a number of administrative activities, from the systems
coordination (mentioned above) to operational development and specifications,
enrollment packages, and contract revisions with Medicaid Health Plans.
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4. Under development is the new version of diagnoses codes, namely the ICD-10, an
enormous system change undertaking in health care and costing already millions of
dollars in system changes.

All of these initiatives require a tremendous amount of staff resources and expertise of both the
state of Michigan and its consultants and the current and interested health plans who would
submit proposals for review. However, as all contract extensions are now exhausted, it is time
for the State to conduct the preliminary planning, make critical operational decisions, and begin
preparation for a successful rebid of the Medicaid program. MAHP and members will advocate
that there is much to preserve from the current program in order to sustain the achievement of
high national ranking, substantial cost savings, and full accountability. Our recommendations
regarding the initial steps are intended to reflect these values.

Duals Initiative

Through the leadership of MDCH, health plans chosen to be the responsible carrier to implement
this initiative (known also as Integrated Care Organizations, ICOs) have worked closely to
activate the Integrated Care for the Duals Project. This process has taken longer than expected
due to the unique nature of the Michigan Proposal--and the presence of both a strong physical
health and behavioral health system that is not in place in other states. The challenge of
integrating services and maintaining the underlying infrastructure has created unique issues in
Michigan.

Therefore, the MOU (Memorandum of Understanding) process between MDCH and the federal
government, which will be guidance tool for the project, has been very difficult to bring to
fruition. While MDCH has worked diligently on the MOU process, they have moved forward by
facilitating a successful Request for Proposal process and have awarded potential contracts to the
successful bidders (ICOs). Once the MOU is finalized, the readiness reviews for the ICOs will
begin and the final rates and contract awards should be made public. We are encouraged that
MDCH is continuing to hold implementation meetings with key stakeholders. Because this
project will be functioning in only four regions of Michigan, there is still opportunity for
developing an integrative approach for long term care in the rest of the state—an option that
MAHP and other organizations would support and which is incorporated in the Healthy
Michigan Act.

Healthy Michigan Plan (Medicaid Reform)

The Michigan Legislature enacted and Governor Snyder signed Public Act 107 into law
September of 2013. Since then there has been a tremendous amount of activity led by MDCH
with Medicaid health plans as they will be the delivery system for this program that will serve up
to 450,000 newly eligible Medicaid beneficiaries once fully implemented. The submission and
approval of the federal waiver for this program and the plan for incentives (providers, consumers
and health plans) have been completed. MDCH and Medicaid health plans have held frequent
meetings and conference calls to identify and operationalize necessary tasks for a smooth
implementation. Documenting the many new administrative functions, assuring that legislative
intent is met and providing sound actuarial rates are the final steps for initial implementation.
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Because of the complexity of the law, there are many unchartered waters to maneuver and
decisions to be made over the next several years. All observers understand that this is an
unprecedented project with many moving parts. MAHP and members were strong supporters of
the reform legislation, knowing that the ultimate accountability would reside in the contract
between the State and contracting health plans. A main driver for legislative passage of the
Healthy Michigan Act was to take advantage of a long and successful record of value and cost
effective care (documented in this paper). Full transparency will now be required to document
change, costs, and improvements in health status. The ultimate success of the Healthy Michigan
Act will be dependent of these changes to occur and savings to be realized.

Summary

The key points that MAHP will emphasize in various advocacy messages are the following:

* Enrollment of Population Groups into Managed Care Saves Dollars and Improves
Care. In addition to the cost savings that the management of this population will realize,
the actual care and treatment in a managed environment lends to better and more efficient
health care as documented by external auditors and performance contract requirements by
the State of Michigan.

* Enrollment of Population Groups into Managed Care creates Administrative
Efficiencies. With the multiple initiatives and programs occurring in the Medicaid
program, movement toward a single benefit contract covering all of the programs creates
administrative cost savings. We believe further state oversight responsibility and contract
management could be consolidated for more efficient administration of programs.
Coupled with electronic capabilities and other streamlined tools for contract
management, a realization of savings to the contractors and thus a savings in the cost of
the contracts would be accomplished.

* Enrollment of Population Groups into Managed Care will reduce Fraud and Abuse
expenses and highlight savings potential that will reduce “Waste”. There are various
“best practice” models for state governments to address the ever present fraud and abuse
from the Medicaid beneficiary as well as some Medicaid providers. Michigan Medicaid
Managed Care applies these best practices creating significant health savings without
compromising the quality of care or access to care. In addition, studies have indicated
that there are areas of potential savings if the waste in our health systems could be
addressed. For example, Medicaid hospital utilization is significantly higher than the
commercial utilization. By reducing that difference we could save millions of dollars.
Examples of initiatives to address this hospital utilization are programs to tackle of the
problem of readmissions to the hospital within 30 days of discharge and the development
of a workable observation room policy.

By virtue of the state’s contract, each Medicaid health plan has “purchased” all of the risk from
the State of Michigan to provide all services and meet the technical and quality requirements of
the contract. While most observers are familiar with the medical benefits included in the
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Contract with Medicaid health plans, many have not linked the essential fact that the costs and
expenditure savings to the State are the product of “administrative costs.”

It other words, the state’s return on investment — the improved health status and access to
care as documented in the MAHP Medicaid Strategic Paper and the hundreds of millions of
dollars in savings compared to Medicaid fee-for-service — would not be possible without the
investment in the Medicaid managed care infrastructure supported by administrative costs. It is
critical that this benchmark remain viable in its partnership with the State of Michigan and that
viability is measured through actuarial soundness of rates paid to Medicaid Health Plans.

Why Recommendation related to actuarial soundness requirements are so important. To

assure the entire managed care program is financially viable and strong full actuarial soundness
must be implemented. A key indicator of “actuarial soundness” is the industry average margin
for Medicaid Health Plans. A strong and viable system would yield margins minimally between
2 percent and 3 percent each year. However the past three years have resulted in the following
average Medicaid Health Plan margins as reported in year-end filings with the Department of
Financial and Insurance Services, DIFS:

Calendar Year Average Margin
= 2010 2.01 %
» 2011 1.59 %
= 2012 1.20 %

While the filings for calendar year 2013 will be available in the near future, it is anticipated that
the margins will continue to drop and may be less than 1 percent. While it is critical anytime to

assure actuarial soundness, given the trend in overall margins and the pending launch of the new

initiative for Healthy Michigan Act, the legislature’s obligation to fund and the department’s
obligation to administer this program in an actuarial sound manner is now of paramount

lmportance.

Medicaid is a large program because of the volume of Michigan citizens served with a very
comprehensive health care program. Between the regular Medicaid Program and the Healthy
Michigan program, total health plan spending is expected to be nearly $7 billion dollars for
health plan services in FY 15. The small percentage increases necessary to fund actuarial
soundness now become magnified due to size related to the underlying base—e.g., each
percentage increase now represent about $70 million gross funding. To fully fund actuarial
soundness for regular Medicaid and the Healthy Michigan Act combined, (including
coverage for the state and federal taxes and fees) will minimally require an additional two

percent or $130 million in total dollars over the amount recommended in the FY 15

Executive Budget for these two line items. At the current federal match rate, this would
require an additional $25-$30 million in General Fund support—the remainder from federal

match.
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The Program

A completely different approach to achieving
the Thr ee-part Aim (better health care, better health, lower costs)

What it is...
How and why it works...

il
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What is MedEncentive?

MedEncentive offers a web-based healthcare cost containment system

that incorporates the company’s patented “trilateral health
accountability model™ ”

THAM™ works by aligning the interests of the healthcare consumer,
provider and insurer, and by incorporating evidence-based medicine
and information therapy (Ix) to promote health literacy.

The MedEncentive system has been tested for nearly a decade in
multiple real-world trials.

The results of these trials have been examined by independent
academic researchers and industry experts who have confirmed that
the MedEncentive system lowers healthcare costs by simultaneously
improving health and healthcare, thus accomplishing the famed “Three-
part Aim.”

A
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The Key to Health Care Cost Containment

No health care cost containment solution can be
sustained without balancing the interests of the
essential stakeholders: like a three-legged stool

Consumers/

Patients Physicians

Employers/insurers
(plan sponsor/risk-bearing entity)

Alignment-of-interests to create a win-win

© 2014 MedEncentive, LLC. Al Rights Reserved

-win proposition
)
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The employer and insurer sponsored
patient accountability movement

Consumers/

riployers/Insurers
(plan sponsor/risk-bearing entity)

Requires large financial incentives, which impedes RQ\I
© 2014 MedEncentive, LLC. All Rights Reserved M eden Cen ti Ve




The government and insurer sponsored
provider accountability movement

Physicians
Provnder-»Ac:countablllty

Capltated HMO
*P4P .

Acwuntable Care Org.
«Episodic care payments

Employers/Insure} vesdical home
(plan sponsor/risk-bearing entity)

=]

Limited to no proof that this approach produces an ROI

© 2014 MedEncentive, LLC. All Rights Reserved
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The MedEncentive THAM® approach is
fundamentally different
“Triangulation” to achieve the “Three-part Aim”

Consumers/

Pati Physicians

S
Emplo

(plan sponsor/

surers
-bearing entity)

This model has proven time and again to produce large &OI
2014 MedEncentive, LLC. All Rights Reserved M ed en Cen ti Ve




The Trilateral Health Accountability Model™

T TR R T R P

'ent to Clmlclan | demonstrate to you | understand
f‘to self-manage my condition/ health, as you pre-
( j_ Ded; declare my adherence to the recommendations:
uw} agree to allow you to confirm my adherence and

'

owledge and vice versa.

e —— -

: Insurer to Patient: By usin P PR Ry e e
i the program and agre)c;ing tg i Insurer to Clinician: By using :
g allow your physician to confirm - :1 Itcr:\?v p;zgrra;nti::ftjgcr::;r‘i tooilr-
i your adherence/ knowledge, iaN adhgrencz or reason for no)rll E
1 and vice versa, you earn a ' 4 E
i ._financial mcentlvye : adherence, and vice versa, you
“""“"::.:::::::::::::::::::::: ________ < N ! earn additional compensation. ]
étlent to Insurer: | agree to allow my ' &
ysician to confirm my health literacy 5 nsurers
d declaration of adherence to recom- ! E
: mployers
mended treatments and healthy behav- P y

l 0 _,s', and vice versa. Z

T T I VL

R
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Understanding how motivators function is essential in
developing solutions that improve human behavior.

* Financial incentives are like 3 sugar - very powerful, but they don't
last very long

* Interpersonal relationships (what others think about us) are
powerful and long lasting motivators

* Knowledge is a powerful and long lasting motivator

Combining these three motivators in a systematic manner is

the key to improving human behaviors and controlling cost

-
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How does MedEncentive work?

MedEncentive is a patented, web-based incentive system
that uses “precision-guided financial rewards” to:

* Tap into the doctor-patient relationship to achieve
“mutual accountability”

* Advance patient health literacy by means of
“information therapy”

© 2014 MedEncentive, LLC. All Rights Reserved M e d en Ce n tl Ve




Overwhelming evidence indicates that the motjvators present

In the doctor-patient relationship influence behaviors...

CENTER FOR
‘ FAH ADVANCING
HEALTH

Evidence. Engagement. Equity.

Doctor-Patient Relationship Influences Patient Engagement

Release Date: November 29, 2011 | By Valerie DeBenedette, Contributing Writer
Research Source: Center for Advancing Health

Researchers asked 8,140 people in the U.S. with chronic illnesses
about their experiences with their physicians, as well as about their

socioeconomic status, overall health and how they make use of health
services.

Patients who perceived their physicians were involved in their
care were more likely to monitor their blood pressure, exercise
five days a week and adhere to medication regimens, among
other healthy behaviors. This explains the reason wh Y ‘mutual
accountability” is an important part of MedEncentive. —
Med@ncentive




Overwhelming evidence indicates that the motivators present

In the doctor-patient relationship influence behaviors. .

CENTER FOR
‘ FAH ADVANCING
HEALTH

Evidence. Engagement, Equity.

Doctor-Patient Relationship Influences Patient Engagement

Release Date: November 29, 2011 | By Valerie DeBenedette, Contributing Writer
Behavioral science refers to this phenomenon as the. ..

Authority-Adherence (Obedience) Response

other healthy behaviors.

-
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Overwhelming evidence establishes the importance of

health literacy on clinical and economic outcomes

Individuals with low health literac

that is more than 4 times higher
literacy... |

y have annual healthcare cost
than those with high health

HEALTH LITERACY

This explains why Health Literacy

“information therapy”
IS SO important
with MedEncentve.

)
*http://nnim.gov Medenc entive




Overwhelming evidence establishes the importance of
health literacy on clinical and economic outcomes

Individuals with low health literacy have annual healthcare cost

that is more than 4 times higher than those with high health
literacy... ]

L HEALTH LITERACY |
When people know the “how” and “why,” they are more em-

powered and motivated to comply with recommended treat-

ments and adopt healthy behaviors. Behavioral science
calls this the:

Knowledge-Adherence Response

This helps explain why the MedEncentive Program’s
| “.information therapy” feature is so Important.




The Information Therapy (Ix) Program Basics

* Plan sponsor underwrites Program, arranges to have eligibility and claims
transmitted to MedEncentive, and pockets the savings

* Doctors and patients can earn financial rewards immediately by voluntarily
accessing MedEncentive's website in conjunction with each office visit

° Physicians are compensated $15 with each office visit for...

i - | Feee
: o e W e S P S *
i e ]
=3 Es = =
: @ i== | EE—= =
Y 0 — -\-r:_ :
- < = B j===
S - i : | e ] b _J P—
- L3 ' - - -
* Patients earn back their office visit Co-payment (typically $15)...
) ! R
-_._._M centlveLI M:@ncennve.
v . Sy S ot !
ettt 3 S iumiivred ————
e [ e e e — 1
== i po—e- i e o Bureng Yo ropusens o yew doctes - ! o
sSSovinhus (RN e . === e At e ; ot
\——.,.:;__ o = L [ty 1 H t:—u-h—-h-.aa-—- vvvvv
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TSN — - i St otk et
— — ity ! el yp—
]

o "
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The Information Therapy (Ix) Program Basics

* Physicians’ experience is fast, easy, well compensated, and impactful:

Logon to-website-. |

Enter patient:name and diagnosis | 1 ‘

Declare adherence or provide a reason for non-adhe%enfc‘é—t'cTa_eT/Tdeﬁce-based
treatment guideffhe |

Agree to allow their patients to compare their adherénce declaration against actual
care

Prescribe information therapy to their patients as “homework”

* Patients’ experience is meaningful and impactful:

- oeAece e

ReaJi;)_rescribed information

D s L L T

Demonstrate knowiegige S o e [
Declare adherence or provide a reason for non-adherence to r
Agree to allow their-doctors to review their knowledge and adherence declarations
Rate their doctors’ performance against the recommended car |

3

|
|

inmendations |

—
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Measuring How Well the
Program Works

Trial results and independent analyses

o
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KU wickHrta

The University of Kansas

MedEncentive: An Independent Evaluation of
a Cost Containment/Information Therapy Tool

B




MedEncentive’s Estimated Impacts on
Employer’s Costs of Insurance and
Individual Healthcare Costs:
a Preliminary Case Study

* Douglas D Bradham, Dr.P.H., Kansas Health Foundation
Distinguished Professor of Public Health — Health Economist

* Nikki Keene, MA, MPH, PhD Candidate - Behavioral Psychologist

* Traci Hart, PhD, Research Assistant Professor — Human Factors Psychologist

* Phillip Twumasi-Ankrah, PhD, Assistant Professor - Biostatistician

* Amy Chesser, PhD, Research Assistant Professor — Healthcare Communications

U LOFMEDIGNE - Department of Preventive Medicine and Public Health
WICHITA University of Kansas, School of Medicine — Wichita

The University of Kansas

THE
F  RUWMIO
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The Oklahoma Tria|

Over a four year period after implementation, the City of
Duncan employee health plan realized a savings of
between $3.1 and $17.7 for each $1 invested in the
MedEncentive Program.

(Validated non-catastrophic and total claims expenditure against average trend over 4 years)




The Kansas Trial

In the 2%; years after the Wichita Clinic implemented the
MedEncentive Program:

* Office visits increased 13%
* Medication adherence reported at 94%

* Hospitalizations decreased 95%

Refer to University of Kansas School of Medicine research abstract and poster (following slide)




The Washington Trial
The Loomis Company Analysis of MedEncentive at Lourdes
Health Network

LOOMIS

THE LOOMIS COMPANY




LOURDES

Jy'!
T e s
= Health Network

Located in Pasco, Washington
Founded in 1916

Faith-based hospital system
1,100 health plan members
Unionized workforce

Escalating healthcare costs prior to adopting the
MedEncentive Program in 2008

An Ascension Health facility




Over S3M savings in last three years

—

per Year
8
2
(=]

&
&
(=]

per Health Plan Member
8
g

£
&

Total Expenditures
£
3

$4,000

2008

Lzardes —Health Network

Total Expenditures per Health Plan Member per Year
Actual vs. Projected

2010

2009

? Projected values based on average of Kaiser HRET Employer Survey, Segal Health Trend, and U.S. Bureay of Labor MCP!

1
$5,596

2011
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Three year savings vs. MedEncenti
investment = 12:1 ROJ

ve program

T

$3,500,000 -,

$2,500,000

$1,500,000 |

$1,000,000

$0 -

Lourdes Health Network

Return on Investment in the MedEncentive Program

-

$3,000,000

$2,000,000 -

: Total

’ Investment |
$257,552

$500,000

Three Year Savings
vs. Projection?

y $3,125,697




attributed to MedEncentive?

Answer:

Causality Question: How can the ROI be

As participation in MedEncentive went up, health

literacy and medication adherence increased, while
hospitalizations declined, which produced the savings...

Lourdes Health Network

07

°
8

MedEncentive Ix Participation

—O-ModimthMdpnanunmn =~ Rx PMPY

MedEncentive Ix Participation Composite vs. Rx Costs PMPY

$544

2008 2009 2010 2011

§ ¢ B B ¢
Rx Expenditures per Member per Year

§

.

0.73

0.71

Composite
3

o
3

MedEncentive Ix Participation

e
8

0.81

Lourdes Health Network
MedEncentive Ix Participation Composite vs.
Hospital Admissions per 1,000 Pian Members per Year
94.6 <

849 0.882

ny

0.818

617

2008 2009 2010 2011
—¥- MedEncentive ix Participation Composite ~&-Adm2s per 1,000
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Year
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Independent validation to date...

Two separate independent evaluators plus three separate

top ten stop-loss carriers examined three separate trials in
three different states and found the same result...

MedEncentive works

R
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To learn more about the Program,
supplementary presentations and

demonstrations are available...

s
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Q&A
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‘ FI G HT c RI M E. Hundreds of Police Chiefs, Sheriffs,
®  Prosecutors, other Law Enforcement

o [ ) . X
_‘Invesl' IN Kidg oo s

Michigan

Testimony for the House Appropriations Subcommittee on DCH Budget
Presented by
Gene Wriggelsworth, Sheriff, Ingham County
March 3, 2014

Mr. Chairman, members of the committee, thank you for the opportunity to testify today. My name is
Gene and I’m the Sheriff of Ingham County. I’'m pleased to be a member of FIGHT CRIME: INVESTIN
KiIDs Michigan, which is part of a national anti-crime organization of police chiefs, sheriffs,
prosecutors, other law enforcement leaders and violence survivors with more than 500 in Michigan and
5,000-plus nationwide. Our members know that there are no better weapons in our arsenal to fight
crime than the proven programs that help kids get on track and stay on track early on.

As law enforcement leaders, we see home visiting / parent-education as one of the most effective tools
to fighting crime. We appreciate the Legislature’s past commitment for these programs and now

we ask you to support the Governor’s proposal in the Department of Community Health Budget to
maintain funding for the Maternal Infant Health Program, and the Nurse-Family Partnership, and to
add $2.5 million for home visiting and parent-education programs in Michigan’s Upper Peninsula and
northern Lower Peninsula. We are also asking the leaders of the Appropriations Subcommittee on the
K-12 Budget to restore $2.5 million for home visiting / parent-education in that budget.

Some may consider this funding proposal for home visiting / parent-education as new money, but we
realize that these funds would partially restore funding that was available a dozen years ago for home

prevention fund had close to $8 million that supported similar programs across 63 counties in
Michigan.

It is important to note that, today, Michigan requires its state-funded home visitation, parent-education
programs to be evidence-based or promising, which requires evaluation to show the outcomes and
fidelity to high-quality model programs being funded. (See PA 291 of 2012)

In Michigan, taxpayers spend more than $2 billion a year on corrections. By contrast, Michigan spends
just a fraction of that on early care and education for young children. Yet, the high-quality, voluntary
home visiting / parent-education programs are proven to get families on track so that parents and kids
never enter the justice system. The cost to taxpayers and society are a wise investment.

We appreciate your kind attention and consideration.
Boil Tower - Suite 1220 + 124 W. Allegan Street + Lansing, M| 48933 » Phone (517) 371-3565 » Fax (517) 371-3567 « www.fightcrime.org/mi

Fight Crime: Invest In Kids is a membership organization of law enforcement leaders and crime victims
under the umbrella non-profit Council for a Strong America



Breaking the Cycle of ¢
Reducing Crime in Michigan

EXECUTIVE SUMMARY

Breaking the Cycle of Child Abuse and Reducing
Crime in Michigan:
Coaching Parents Through Intensive Home Visiting

The more than 400 police chiefs, sheriffs, district attorneys,
leaders of police officer organizations and violence survivors
who are members of FiGHT Crime: INVEST N KiDs MicHIGAN have
taken a hard-nosed look at what works—and what does not
work—to cut crime and violence. Investing more in effective
home visiting programs will save millions of dollars, protect
children from abuse and neglect, and greatly reduce the
number of children who grow up to become violent criminals,

The Annual Toll: 29,638 Abused and Neglected
Children
The Future Toll: 1,185 Additional Violent Criminals

In Michigan, 29,638 children were officially confirmed as
victims of abuse or neglect in 2007 ~ more than the seating
capacity at the Palace at Auburn Hills where the Detroit
Pistons play. The true number is likely far higher. In 2005, a
child death review team found that 57 Michigan children were
killed by abuse or neglect that year.

While most victimized children who survive never become
violent criminals, being abused or neglected sharply increases
the risk that children will grow up to be arrested for a violent
crime. It also increases the chance that they will pass on this
cycle of violence to their own children. The best available
research indicates that, of the 29,638 children who had
confirmed incidents of abuse or neglect in one year, 1,185
will become violent criminals as adults who otherwise would
have avoided such crimes if not for the abuse and neglect
they endured. Year after year in Michigan, abuse and neglect
creates more violent criminals.

_hild Abuse and

Most Abuse and Neglect in High-Risk Families Can Be
Prevented

Home visiting is provided by trained professionals on a
voluntary basis to interested at-risk young mothers starting as
early as before they give birth and continuing until their first
child is age two or beyond. It significantly reduces abuse and
neglect. For instance, the Nurse-Family Partnership program
(NFP) showed it can prevent nearly half of all cases of abuse
or neglect of at-risk children. And, by the time the children in
NFP had reached age 15, they had 59 percent fewer arrests
than the kids left out. In Michigan, there are five programs
serving more than 500 families.

One of the primary home-visiting programs funded by
Michigan’s Zero to Three Secondary Prevention Initiative
Grants is Healthy Families. A randomized controlled trial
was done of the Healthy Families home visiting program in
New York (HFNY) which found that mothers in the program
reported engaging in one quarter as many acts of serious
physical abuse as the mothers not receiving services.

The Michigan Children’s Trust Fund reports that, while “92
percent of families served per quarter [by home-visiting
programs] have three or more risk factors for child abuse and/
or neglect,” even among such at-risk families, there was no
record of Child Protective Services involvement for 99 percent
of the children in the program while they were being served.

The Michigan Department of Community Health (MDCH)
currently funds five NFP programs in Berrien County, Kent
County, Oakland County, Kalamazoo County, and the city of
Detroit through Wayne County. Together, they serve over 500
vulnerable families. Michigan’s state-funded Zero to Three
collaborative grants provide primarily home visiting services
through 35 grants reaching 47 counties, and, in 2008, they
were serving nearly 3,000 families each quarter.



EXECUTIVE SUMMARY

Saving Lives, Preventing Crime, and Saving Money

Preventing child abuse and neglect also saves money.
Researchers who studied the costs of abuse and neglect for the
U.S. Justice Department estimated the total costs from abuse
and neglect are over $2 billion each year in Michigan. A 2008
study by Steve Aos of the Washington State Institute for Public
Policy also found strong results: $18,000 in net savings per
family served by NFP because of reductions in crime and other
problems in the families served, and three dollars saved for every
dollar invested.

Law Enforcement Leaders are United

Law enforcement leaders and violence survivors are united in
calling for greater investments in effective home visiting not
less. The evidence is clear. Home visiting services can prevent
as much as half of abuse and neglect in high-risk families,
saving the people