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FEDERAL OK SOUGHT

Waiver
could

displace
workers
Part ofW-2 request

surprises some officials

By Jor. DIESANG
of the Journal Sentinel staff

Welfare recipients re-
quired to work for their bene-
fits under the Wisconsin
Works (W-Z) plan would be
allowed to displace cxistingWisconsin workers In some
cases, according to the state's
federal waiver request.The displacement provi-
sinn - ameng 88 federa) wel-
fare law waivers sought In
Wisconsin's 400-page request

teadily explained by a leading
welfareddministrator.

Specifically, the Pprovision
seeks federal permission to let
those on W-2 work assign-
ments:

@ Partially displace cur-
rent workers,

@ impair ezisting con-
tracts for services ur collective

Gonal opportunities of current
workers.

@ Fill established vacan-
cies,

David Newby, president of
the Wiscunsin Stale AFL-CIO,
said Monday thal he was sur-
prised by the provision. The
provision illustrates why Con-
gress and the White Hause
need to be deliberate In con-
sidering the W-2 walvers, he

Please seeW-2 page 13

cOd 300

@202 508 6946

Ol0-14¥ BLVLS NISNOOSIM

01 the state Department of

displacement provision was ing Morgan said. "!
there

AFL-CIO PRES OFF

__
from pagel

sald,
"It just ehows that a blanket

approval of whatever the
(Thompson) administration
asked for is just ludicrous,"
Newby sald. "This is precisely

e1
W-2 was signed into law

April 25 and is scheduled to
take effect by late 1997. lIowev-
'ex, cannot be carried aut

Hon. The process allows gover-
'nord fo request the walvers they
think they need to enact their
reform plans,Last week, the Republican-
controlled House of Representa-tives approved legislation that
would grant Wisconsin's re-
quests without administrative
review, It now will go to the
Senate.

Gov. Tommy Thompson has
challenged President Clinton,who has spoken favorably of
W-2. to approve the request as
Submittded and quickly. An offi-
ela]: 30-day comment period on

there," Gary Kuhnen, director of
the Bureau of Welfare IniHative

Health and Social SeServices, sald
of. the povision. "Our intent is
Bais) fo intrfere with any union
eontracts or to displace workers
prto infringe upon promotional
Ruknensaid late Mondaythat he would have to confer

with officials who wrote the
Waiver request to learn why the

fare Reform Commiltec, san ne
noticed the provision when he
read through the request lastweek and wondered whether it
had been a mistake or a peculiar
technicality."I'd be stunned if its not,"

passed by the Legislature pro-
tected workers from such dis-

In fact, W-2 included some
protections against supplantingworkers, Essentially, made
sure that an employer couldn't

igj002/002

job for a W-2 participant, or hire
a W-2 worker to replace 8 work-
er on etrike, laid offft or involved
in a labor dispute, Those protec-
Hons do not necessarily conflict
with the exemptions sought in
the waiver request."You can say It goes beyondwhat Is addressed in the legisla-
tion." said Carol Medaris, proj-

- ect attorney for the Wisconsin
Council on Children and Fami-
ues.
John Matthews, Thompson's

chief of ataff, declined to com-
ment specifically on the re-
quest's isplacement provision.
that we need these workers to
be treated as much as possiblelike general workers In the
workplace. We can't have them
discriminated against because
they're W-2 workers," Mat-
For instance, Matthews rea-

soned, if an employer feared

mighe affect an existing emplove's promotion, "then hard y
anybody would be able to hire a
W-2 worker."

Newby contended the provi-sion would let employers of
low-wage workers favor govern-
ment-subsidized W-2 workers."If you're to pushworkers out of 1jobs
just to make room for weffare
Participants to work, it doesn't
make any sense," Newby said.

. Like Gard, Kuhnen and New-
by, Marjorie Morgan, chair-
woinan of the Milwaukee Coali-
tion to Save Our Children, ex-
pressed surprise at the displacc-ment request."You can't accomplish any-

can't belleve anyone in good
conscience would support that."

the sort of thin should
have scrutiny on e federal lev-

or} change
federal lows

alvers from exiating legisla- "What can say In general 'is

thews said.

that hiring W-2 participa

the request beganMo da
not sure wh in

not be
tor- SUI

behin and could

bpportunities.

wor
the curen

bar
force,~

nge on promo
chairman of the Assembly

Rep. John Gard (R-Peshti

Milwaukee
Gard said
thought Monday: package

He said he

/4et

get rid of an employce to open a
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Waiver could displace workers
By Joc] Dresang
or the Journal Seminel matt _-

June 11, 1996

Welfare recipients required to work for their benefits under theWisconsinWorks (W-2) plan would be
allowed to displace existing Wisconsinworkers in some cases, according to the state's federal waiver
request.

The displacement provision -- among 88 iederal welfare lawwaivers sought inWisconsin's 400-page
fequest - surprised the top lepislator behind W-2 and could not be readily explained by a learlingwelfare
administrator.

Specifically, the provision seeks federal permission to let those on W-2 work assignments:

Partially displace current workers.

Impair existing contracts for services or collective bargaining agreements,

Infringe on the promotional opportunities of current workers.

Fill established vacancies.

David Newby, president oftheWisconsin State AFL-CIO, said Monday that he was surprised by the
provision, The provision illustrates why Congress and theWhite House need to be deliberare in
considering theW-2 waivers, he said.

"It just shows that a blanket approval ofwhatever the (Thompson) administration asked for is just
ludicrous," Newby said. "This is precisely the sort of thing that should have scrutiny on the federal level.

W-2 was signed into law April 25 and is scheduled to take effect by late 1997. However, Ww. cannot he.
carried out without a change in federal laws or waivers from existing legislation. The process allows
governors to request the waivers they think they need to enect their reform plans,

Last week, the Republican-controlled House ofRepresentatives approved legislation that would grant
Wisconsin's requests without administrative review. It now will go to the Senate.

Gov. Tommy Thompson has challenged President Clinton, who has spoken favorably ofW-2, to approve
the request as submitted and quickly An official 30-day comment period on the request beganMonday.

{of2 06/11/98 10:28:37
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"T'm not surewhy it's in there," Gary Kuhnen. director ofthe Bureau ofWelfare Initiative in the state

Department ofHealth and Social Services, said of the "Our intent is not to interfere with any
union contracts or to displaceworkers or to infringe upon promotional opportunities.

prov sion.

Kuhnen said lateMonday that hewould have to confer with officials who wrote the waiver request to
learnwhy the displacement provision waa there.

Rep. John Gard (R-Peshtigo), chairman ofthe AssemblyWelfare Reform Committee, said he noticed the

provision when he read through the request last week and wondered whether it had been a mistake or a
peculiar technicality.

"Td be stunned if it'snot, Gard saidMonday. He said he thought theW-2 package passed by the
Legislature protected workers from such displacements.

In fact,W-2 included some protections against supplanting workers. Essentially, it made aire that an

employer couldn't get rid ofan employee to open a job for aW-2 pardcipant

conflict with the exemptions sought in the waiver request.

or hire a W-2 worker to
replare a warker on strike, laid offor involved in a labor dispute. Those protections do not

"You can gay it goes beyond what is addressed in the legislation," said CarolMcdaris, project attorney
for the Wisconsin Council on Children and Families.

John Matthews. Thompson's chiefof staff, declined to comment specifically on the request's displacement
provision.

"What I can say in general is that we need these workers to be treated as much as possible like general
workers in the workplace. We can't have them diseriminated against because they're W-2 workers,"
Matthews said.

For instance, Matthews rcasoncd, if an empleyer feared that hiring aW-2 participant might affect an
existing employee's promotion, "then hardly anybodywould be able to hire a W-2 worker.

Newby contended the provision would let employers of low-wage workers favor government-subsidized
W-2 workers.

"Ifyou're going to push workers out of low-wage jobs just to make room for welfare participants to
work, it doesn't make any sense," Newby said.

Like Gard, Kuhnen and Newby, MarjorieMorgan, chairwoman oftheMilwaukee Coalition to Save Our
Children, expressed surprise at the displacement request,

"You can't accomplish anything by displacing the current work force," Morgan said. "I can't believe
anyone in good conscience would support that.

Copyright© 1996, Journal Sentinel Ing,
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TO:

FROM:

cc:
SUBJECT:

28-May-1996 04:59pm

Jennifer M. O'Connor

Kenneth S. ApfelOffice of Mgmt and Budget, HR

Bruce N. Reed

RE: welfare reform and Boren amendment

I haven't heard any rumors on adding Boren to Welfare, but
according to Nancy Ann Min, the President has been quite public in
his support for repealing (or dramatically rewriting) Boren. I
can't imagine that we would oppose this if it's added to the
welfare bill.
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Wisconsin--W2

I was pleased to hear that the state of Wisconsin has
recently submitted a bold welfare reform plan to the federal
government.

parts of the plan, I am excited by ite basic thruet.
e\coy

for benefits, the state would guarantee work along with the
necessary supports such as ehild care to enable work. Welook forward te working with the estate to realize a visionof welfare based on work, that protecta children and is fairto families that work.

While we don't yet have sufficient detail to judge all the

o Instead of simply providing cash to family that applies

Work in the private sector would of course be the primaryobjective, but where that was not available, the state would
provide work that the recipient would be required te performto get assistance,

parents for their responsibilities, the Wisconsin plan wouldstrengthen its current requirements for minor parents to bein school with tougher rules for requiring them to live at
home -

Just as I urged two weeks ago, to better prepare young

©

welfare certainly represents my values and the values of theAmerican people.

Work with necessary supports, rather than unconditioned
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allow flexibility in the design of new approaches to theirlocal welfare problems while assuring that proposals arelegally allowable and meet Federal standards.

My Administration is mmitted to working with States to

Supperting, encouraging, and requiring employment should bethe keys to any serious approach to reform welfare. 'Theessential elements of Wisconsin's proposed amendments totheir current welfare reform demonstrations, Pay ForPerformance and Work Not Welfare, appear to aim for thoseebjectives.
Expanding necessary supports such as child care for workingfamilies and those struggling to join the work force is acritical element of significant welfare reform, and I
applaud Wisconsin's intention to do this.

o am especially pleased that Wisconsin 1s following mydirective te the States to require teenage parents onwelfare to live with their parents or with other responsibleadults. Parents or other caring adults should aseist,support, and guide their parenting teenage children, andWisconsin appears ready to put such a plan inte action.

elements of Wisconsin's most recent plan. We have alreadyheard from state legislators including members ofWisconsin's Black legislative caucus; religiousorganizations including the Archdiocese of Wisconsin and theInterfaith Conference of Greater Milwaukee; and the AmericanFederation of State, County, and Municipal Employees. ourwelfare reform application process includes a 30-day public

We are aware that there is some controversy surrounding

comment period, and we are committed to considering publiccomments on all welfare reform proposala-
Our staff at the Department of Health and Human Services has
already begun te work with staff at the Wisconsin Departmentof Health and Social Services to disouss elements of the
proposed waiver amendments.

Issues to be further discussed and resolved include thefollowing:

who, through no fault of their own, cannot obtain ormaintain employment would be allowed an extension tothe AFDC time limits. This Administration has approvedtime limits as part of state welfare reformdemonstrations only when we are convinced that theyprotect children and do not punish families in whichthe adulte are playing by the rules.

The proposal does not appear to ensure that individuals
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It appears that benefit levels for parents who aredisabled may be lower than those for otherparticipants. This would be unfair and would viclatethe Americans With Disabilities Act.
Many labor and religious organizations have contendedthat work might be at less than the minimum wage.
We are concerned that larger AFDC families in Wisconsinwould experience a benefit reduction at the same timethat these parents are required to increase their workefforts to ready themselves and their families forwneubsidized employment.

required co-payments for child care.

Children's benefits in the firet instance when an adult
does not comply with the program. Other states have
implemented more progressive sanction schedules so thatchildren's benefits are not be jeopardized when anindividual ie first sanctioned.

provide foster care benefits rather than AFDC benefitsto a child who is eligible for AFDc.

States to implement and test alternative approaches andpolicies to the current welfare system. I am committed totrying to resolve these issues and any others that arise.

continue to identify sound approaches for aiding low +ancomefamilies and children to attain their full potential.

P.04
UF 006

There are potential legal and policy issues related to

Further we are concerned that the State would deny

Finally, there ie a legal problem with the proposal to

o My Adminietration is proud of the way we have worked with

We will work with Wisconsin in a spirit of partnership ag we

TOTAL P.24
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We will work with Wisconsin in a spirit of partnership ag wecontinue to identify und approaches fer ding low incomefamilies and children to attain their full potential
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U.S. DEPARTMENT OF LABOR
DEPUTY SECRETARY OF LABOR

WASHINGTON, D.C.
20210

MEMORANDUM FOR KEVIN THURM

fFROM: THOMAS GLY N
LESLIE LOBLE

AUGUST 8, 1995DATE:

SUBJECT: COMMENTS ON AUGUST 3, 1995
HHS MEMORANDUM ON HEALTH CARE WORKERS

Thank you for sending us a copy of the August 3rd memorandum on health care
workers and the medicaid waiver process. We were pleased to see that some of our
comments were reflected in this new draft, but we appear to still be at odds over some
fundamental issues that forestall final resolution of this matter. These issues are summarized
helow.

The primary thrust of our involvement in this matter is the obligation the federal
government has to provide assistance to workers who are dislocated as a result of government

delivery systems accelerates the shift of public funds away from public and non-profit
hospitals towards HMOs, costing health workers their jobs. The government's responsibility
for providing assistance to workers dislocated as a result of its actions is supported in 27
statutes. While this argument is articulated at the beginning of the paper, it gets dropped in
the final consideration of recommendations suggesting a lack of consensus between the
agencies and omitting important precedents for action.

actions. In this case, we have argued that the medicaid waiver reliance on managed care

Another variance between the agencies is the notion that if HHS directly took account
of worker protections in its medicaid waiver process, the President would compromise a 1993
commitment made to the governors to ensure that the Medicaid process is flexible and
streamlined. We believe that worker protections can be accommodated within these
guidelines since many of the issues addressed by the waiver application, such as quality of
health care, are in turn affected by the quality of the healthcare workforce providing such
care. The initial proposal by the unions outlined how the medicaid waiver application
procedure could accommodate worker interests under the categories of financial
reimbursement, quality of care and research. This de-linking of quality of care from
eruployriicut issues results in a memo that pusitively frames only one initiative that would
benefit health workers, and even this initiative is at best merely a suggestion to the states, not
a requirement. The other recommendations related ta worker training and protections are
presented in the memorandum as stand-alone directives to the states, implying that the
recommendations may very well require legislation.
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At this juncture, we would recommend a meeting with Harold Ickes to discuss these
outstanding issues. Perhaps guidance from the White House on the relative weight of these
different points would assist in resolving these matters.

cc: Harold Ickes
Jennifer O'Connor
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2 DEPARTMENTOF HEALTH & HUMAN SERVICES Health Care Financing Administration

Z Offies of Managed Care

Mr. John Rodriguez, Deputy Director JAN 22 [996
Medical Care Services
Department of Health Services

OOK

2

714P Street, Room 1253
Sacramento, California 95814

Dear Mr. Rodriguez:

We are pleased to inform you that the Health Care Financing Administration (HCFA) has

approved Califorma's request for waiver authority under sections 1915(b)(1), 1915(b)(2),

1915(b)(3), and 1915()(4) of the Social Security Act (the Act), in order to implement the "Two-
Plan Model" program. Thus, California is sranted a waiver of sections 1902(a)(1),

1902(a)(10)(B), and 1902(a)(23) of the Act in order to begin mandatory enrollment of certain

Medicaid beneficiaries into managed care in each Two-Plan Model county, which include:

Alameda, Contra Costa, Fresno, Kern, Los Angeles, Riverside, San Bernardino, San Francisco,

San Joaquin, Santa Clara, Stanislaus, and Tulare.

This decision is based on the evidence
is consistent with the purposes of the Medicaid program and will meet all statutory and regulatory

requirements for assuring beneficiaries access to care, quality of services, and waiver Cost-

effectiveness for section 1915(b) waiver programs. Please note that this approval is contingent

upon several factors.

ubmiited to HCFA demonstrating that the State's proposal

additional information, full implementation of the Two-Plan Model will not commence in

any given county until HCFA has conducted satisfactory on-site "readiness" reviews in

that county which will focus on beneficiary enrollment, access, quality, and financial

between the State and HCFA as each county approaches full implementation of both plans.

1. As agreed to by the State in its October 23, 1995 response to HCFA's request for

solvency concerns. The details and time frames for these reviews will be worked out

of responsibility, particularly with regard to set-up and monitoring of a large and complex

program such as the Two-Plan Model. We are concerned that each individual county

adequately demonstrate its own operational readiness and that the State demonstrate its

broader overall capability to deal with the significantly increased workload this will

generate. We ask that each designated DHS county contract manager work closely with

HCFA Regional Office staff to review the State's acceptance of plan deliverables in all

areas.

2. The State must demonstrate that it.has allocated sufficient and appropriate staff to al! areas
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3. The State must ensure that information systems in each county under the Two-Plan Model
are adequate and ready to accommodate full operations. This should include management
information system capabilities, as reflected by complete system testing results (e.g.,
successful data transmissions, member eligibility file downloads, written docurnentation
of each plan's member roster/report production capabilities, ability to process and pay
claims, ability to collect/store/retrieve data required by DHS (including encounter data)).

4, In an effort to address the ned for flexibility in arcessing medically necessary services for
individuals with complex medical conditions (e.g., HIV/AIDS), the State is expected to
meet this need through a medical exemption process that is sensitive to their special health
care needs. A beneficiary who receives Medi-Cal benefits through a mandatory aid

category and who is under treatment with a provider who is not participating in the Two-
Plan Mode! would be eligible for an exemption from enrolling in Two-Plan. If the

provider is a member of one of the Two-Plan networks or if the beneficiary is not

undergoing treatment, the beneficiary would be required to enroll in Two-Plan. During
the first six months that Two-Plan is fully operating in a given county, the State must

provide HCFA with quarterly reports on the medical exemption process that contain, at
a minimum, the following information: the number of beneficiaries applying for medical
exemption during the reporting period, the diagnosis of the beneficiaries' condition (e.g.,
HIV/AIDS), whether the medical exemption was approved or denied, and any
grievances/complaints that have been filed related to the medical exemption process.

5. Consistent with the requirements of Section 1902(a)(30)(C) of the Act, the State must enter
into a contract with an external quality review organization (EQRO) by July 1996 for the
purposes of conducting annual medical reviews and focused clinical studies on al1 Two-
Plan providers. It should be noted that if the EQRO contractor is not ready to begin its

plan review activities by January 1, 1997, HCFA will re-assess the agreed upon schedule
of onsite "readiness" reviews for those counties that have not begun full implementation
of Two-Plan at that point in time.

6. The State must arrange for an independent evaluation of the waiver with respect to access
to care, quality of services and cost effectiveness. The results of this evaluation are to be
submitted to HCFA no later than 3 months before the expiration of this waiver authority.

7. HCFA's approval of the Two-Plan Model is made with the understanding that the funding
sources associated with this waiver do not duplicate payments included under other

existing Section 1915(b) waiver authorities or with the proposed Section 1115 Research
and Demonstration waiver currently under development for Los Angeles County and 23

other California counties, including 10 of the 12 Two-Plan counties.

HCFA has decided to grant the State's request for an exception to the competitive procurement
requirements for Local Initiative contracts under the Two-Plan Model. HCFA accepts the State's
contention that in order to protect the continuation of existing rejationships between clinical
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providers and the patients under their care, the State had to find an approach to include safety net

and traditional providers. The Local Initiative Plan provides a framework for these and other

providers to develop an alternative managed care option based on the specific circumstances in
each county. HCFA believes it is in the public interest to allow this mutuative to proceed as it is

designed. HCFA also supports the State in its efforts to develop innovative ways to permit safety
net and traditional providers to fully participate in Medicaid managed care activities.

HCFA's approval of the Two-Plan Model program includes approval of the capitation rates and

rate setting methodology developed specifically for this initiative. This does not unply that HCFA
has resolved the outstanding issues surrounding the State's SFY 1995 PHP capitation rates.

HCFA recognizes and appreciates the good faith negotiations that took place with the State during
the six-month review of the Two-Plan Model and wishes to build upon this foundation as all

parties move toward the more difficult task of implementing the Two-Plan Model in each county.
To this end, it is our expectation that HCFA, the State, and the affected counties will engage in

ongoing discussions and will provide meaningful onportunities for input from other interested

parties, relating to the implementation of the Two-Plan Model in each county.

In accordance with your request, this approval grants the State of California waiver authority
under sections 1915(b)(1), 1915(b)(2), 1915(b)(3) and 1915(b)(4) of the Act for a period of two

years, from January 23, 1996 through January 22, 1998. California may request that this

authority be renewed at the end of this period.

If you have any questions regarding this action, please feel free to contact Mr. Richard Chambers,
Associate Regional Administrator of the Division of Medicaid in Region IX, at (415) 744-3568.

We wish you success in the implementation of the Two-Plan Model program.

Sincerely,

Bruce Merlin Fried
Director
Office of Managed Care

Marlin

cc: Richard Chambers, Associate Regional Administrator. Region IX
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HHS NEWS
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

FOR IMMEDIATE RELEASE Contact: HCFA Press Office
Monday, Jan. 22, 1996 (202) 690-6145

APPROVAL OF CALIFORNIA'S TWO-PLAN MODEL
FOR MEDICAID MANAGED CARE

HHS Secretary Donna E. Shalala today announced approval of
California's Two-Plan Model to expand Medicaid managed care in 12

counties. The Two-Plan Model will be implemented on a county-by-
county basis, and it is expected to be fully implemented over the
next two years. Once implemented, this will be the largest Medicaid
managed care initiative in the nation.

Secretary Shalala stated, "California's Two-Plan Medel serves
as an example of the administration's continued commitment to work
with states in the development and implementation of innovative
health care delivery systems designed to meet their specific needs.*

The Two-Plan Model is unique to the characteristics of
California's health care financing and delivery system in its
utilization of both existing private and county health care
providers. Twelve counties in California have been designated to
implement the Two-Plan Model. These counties are: Alameda, Contra
Costa, Fresno, Kern, Los Angeles, Riverside, San Bernardino, San

Francisco, San Joaquin, Santa Clara, Stanislaus, and Tulare,
Medicaid beneficiaries in these 12 counties will be offered a

choice of two managed care plans. One will be a "Mainstream Plan"
offered by a commercial HMO and selected by the state. The other
plan will be a "Local Initiative Plan® which will include existing

- More -
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county hospitals an@ health care facilities, as well as other local
providers.

Bruce C. Viadeck, administrator of the Health Care Financing
Administration, said that "The Two-Plan Model is an ambitious
Medicaid managed care initiative, which resulted from six months of
intensive review and dialogue between HCFA and the state of
California. By providing Medicaid beneficiaries the choice between

private and public providers, it will allow California's existing
health care delivery system to be used in a new and unique fashion."
Vladeck added, "This is a very important initiative, and we will be

watching it closely."
Both the state and HCFA must ensure that the plans meet ali

access, quality and financial requirements before the Two-Plan Model
can become operational in any county.

All Aid to Families with Dependent Children (AFDC) and AFDC-
related Medicaid beneficiaries will be required to enroll in the
program. Enrollment will be voluntary for other Medicaid
beneficiaries. It is expected that once the Two-Plan Model is fully
implemented, 3.3 million Medi-Cal beneficiaries will be enrolled.

Medicaid beneficiaries will be informed about the Two-Plan
Model and the changes in their health care delivery through an

independent enrollment contractor. The contractor will inform
beneficiaries of their rights and responsibilities under the Two-
Plan Model, including the need to choose a health plan and the range
of services and providers available through each health plan.

###
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The Health Care Financing Administration (HCFA) has approved California's request to implement
the State'sMedicaid managed care program known as the Two-Plan Model. As approved, and once
it is fully implemented over the next two years, the Two-Pian Model will be the largest and most
ambitious Medicaid managed care initiative ever approved by HCFA.

The Two-Plan Model represents the culmination ofmore than two years of strategy, planning and

characteristics ofCalifornia's health care financing and delivery system, utilizing both private and
county health care providers. The key elements of the Two-Plan Model are as follows:

discussion by the State and HCFA to expand Medicaid managed care. It is unique to the

The tweive counties designated to implement the Two-Plan Model are: Alameda, Contra
Costa, Fresno, Kem, Los Angeles, Riverside, San Bemardino, San Francisco, San Joaquin,
Santa Clara, Stanislaus, and Tulare.
Medicaid beneficiaries (henceforth referred to as "Medi-Cal" beneficiaries) in twelve counties
will be offered a choice of two managed care plans - a "Mainstream Plan", which is a
commercial HMO, and a "Local Initiative Plan.*

e The commercial plans were selected based on a competitive bidding process.
.° The county organized Local Initiative Plan will include existing County hospitals and heaith

care facilities, as well as other local providers.
The Two-Plan Model will not become operational in any given county until the State has
certified, and HCFA has assured through onsite reviews, that access and quality
requirements can be met by both the Mainstream and Local Initiative Plans.
Enrollment will be mandatory for Medi-Cal beneficiaries who are eligible for the Aid to
Families with Dependent Children (AFOC) program and AFOC-related categories and
voluntary for aged, blind, and disabled individuals.

e Once it is fully implemented in each county, a total of 3.3 million Medi-Cal beneficiaries are
expected to enroll, of whom 2.4 million will be enrolled on a mandatory basis.

Medi-Cal beneficiarieswill be informed about the Two Pian Model, and the changes in how they will
receive their health care services, through the State's use ofan independent enrollment contractor.
The contractorwill inform beneficiaries, in a culturally and linguistically appropriate manner, of their
rights and responsibilities under the Two Plan Model, including the need to choose a health plan and
the range of services and providers available through each health plan.

Health Care Financing Administration January 1996
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CALIFORNIA.TWO.PLAN
CONDITIONS OF APPROVAL

The Health Care Financing Administration (HCFA) has determined that California's Medicaid
managed care waiver program, known as the Two Plan Model, is consistent with Medicaid's
goals and meets statutory and regulatory requirements with respect to access, quality and cost
effectiveness. Specifically, the State provided HCFA with documentation that demonstrates
beneficiary access to Medi-Cal services would be enhanced, that the quality ofMedi-Cal services
provided would improve and that systems would be in place to monitor quality indicators ona
routine basis, and that the program would be cost-effective (e.g., the waiver program would not
cost more than the current system and over time would generate savings due to the more efficient
and effective delivery of health care services under managed care).

HCFA and California have reached agreement that implementation of the Two Plan Model will
not commence in any given county until:

1. HCFA has conducted satisfactory onsite "readiness" reviews in that county which will
focus on beneficiary enrollment, access, quality and financial solvency concerns; and.

In addition to the county-specific onsite readiness" reviews:

2. the State has selected a qualified organization for the federally-mandated external quality
review; and,

3. the State has demonstrated to HCFA's satisfaction that it has allocated sufficient and

appropriate staff to all areas of responsibility, particularly with regard to set-up and

monitoring of a large and complex program such as the Two-Plan Model; and,
4. the State must ensure that management information systems in each county are adequate

and ready to accommodate full operations; and,
S. in an effort to address the need for flexibility in accessing medically necessary services for

individuals with complex medical conditions (e.g., HIV/AIDS). the State is expected to
meet this need through the use of a medical exemption process; and.

6. the funding sources for this program will not duplicate payments under other existing
Section 1915(b) waiver authorities or with the proposed Section 1115 Research and
Demonstration waiver currently under development for L.A. County and 23 other
California counties, including 10 of the 12 Two-Plan counties.

Health Care Financing Administration January 1996
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LISTOFAPPROVED
MEDICAIDMANAGED CARE (SECTION 1915(b))
PROGRAMS IN THE STATE OF CALIFORNIA

COUNTY ORGANIZED.HEALTH SYSYSTEMS (COHS)

These county-based programs, commonly referred to as Health Insuring Organizations,
automatically enroll all beneficiaries residing in the county. Beneficiaries have a choice of
primary care physician. Federal law HE the number of these programs to the existing five
which are described below:

limits

Santa Barbara Health Initiative (SBHD - SBHI contracts with the State to arrange for the
provision of Medi-Cal services to Santa Barbara County's eligible Medi-Cal population.
SBHI operates as a primary care network which emphasizes case management as a means
of encouraging physician participation, improved access to care, high quality medicine,
and efficient treatment patterns. Current waiver authority expires October 26, 1996.
Projected number of enrollees is 43,007. This waiver was initially approved by HCFA
in 1983 as an 1115 Research and Demonstration waiver and then as a 1915(b) waiver in
1989.

Heaith Plan ofSan Mateo (HPSM) - HPSM administers a capitated, comprehensive, case
managed health care delivery system. This system is responsible for utilization control,
claims administration, and Medi-Cal covered health care services to all Medi-Cal
beneficiaries who are residents of San Matev County. Current waiver authority expires
February 21, 1996. Projected number of enrollees is 51,856. This waiver was initially
approved by HCFA in 1987.

Solano Partnership Health Plan (SPHP) - SPHP administers a capitated, comprehensive,
case managed health care delivery system. This system is responsible for utilization
control, claims administration, and delivery ofMedi-Cal covered health care services to
all Medi-Cal beneficiaries who are residents of Solano County. Current waiver authority
expires March 31, 1996. Projected number of enrollees is 44,295. This waiver was
initially approved by HCFA in 1994,

California Orange Prevention and Treatment Integrated Medical Assistance
(CalOPTIMA) - Under the CalOPTIMA program, beneficiaries who reside in Orange
County are enrolled in CalOPTIMA and select their primary care physician and the health
plan through which they receive primary care services and referrals for all necessary

Health Care Financing Administration 2 January 1996
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will enter into a contract with one contractor in each pilot area. Eligible Medi-Cal beneficiaries
residing in the MCN service area wil] automatically be enrolled in the program. Current waiver
authority expires March 31, 1997. Projected number of enrollees is 50,000. This waiver was
initially approved by HCFA in 1995.

Health Care Financing Administration 4 January 1996

TOTAL P.10
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Q: What implications, if any, does the fact that New York declined to accept HCFA's
conditional approval of the Section 1915(b) demonstration have on the consideration of the
Section 1115 waiver?

A: The two waivers submitted by New York must be reviewed separately.

These are different types of waivers, operating under separate provisions of the law, with
different purposes and requirements.*

There are, of course, issues that we examine in any waiver application. These include access
and quality of care for beneficiaries, as well as projected costs for the federal government.
However, these issues present themselves differently under the particular conditions of a given
waiver.

In accordance with the law, we examine each waiver on its own terms and merits, and we
work collaboratively with states to accommodate their needs and agree on an outcome that

provides benefits to beneficiaries, states and the federal taxpayer.
:

(* For example:

-- 1915{b) waivers are limited to persons already covered by Medicaid. 1115 waivers
can include expanded populations. This difference between the two types of waivers
can involve very different issues.

-- 1915(b) waivers apply to mandatory managed care only. 1115 waivers can involve a

variety of non-traditional techniques. The scope of an 1115 waiver is much broader.

-- 1915(b) waivers must be reviewed within a specified (90-day) time frame. 1115
waivers involve negotiation and agreement on terms, with no statutory time limit.

-- 1115(b) waivers typically extend for a 5-year period. 1915 waivers are shorter-term.

-- 1115 waivers are granted for demonstration purposes to test innovative approaches to

delivering health services. 1915(b) waivers: have a more narrow focus -- permitting
the state to implement mandatory managed care in an appropriate fashion.)

:
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Q: Aren't the conditions of implementation HCFA spelled out in its conditional approval of the
New York 1915(b) waiver classic examples ofexcessive bureaucratic interference withNew
York's attempt to improve care for Medicaid beneficiaries? Don'tHCFA's actions just reinforce
the need for block grants?

A: No. The President is opposed to block grants primarily because they strip needy individuals
ofany entitlement to benefits. He supports increased state flexibility as long as beneficiaries are
adequately protected. The conditions HCFA wantedNew York to meet in the 1915 waiver are
consistentwith the standards we have applied in other states and entirely appropriate in light of
the severe problems uncovered in the state. The state's own review and published reports in
various media revealed severemarketing abuses by some plans, widespread misinformation
among beneficiaries and a system ofenrollment and disenrollment that simply did not work. The
conditions HCFA required of the state were necessary to assure that beneficiaries' interests are
protected and that they have access to care.

The state itself embraced the notion of slowing the phase-in, as evidenced by its decision to halt
voluntary enrollment in managed care because ofmarketing abuses. In fact, most of the time
frames for implementation in HCFA's conditions were derived from a timetable supplied by the
state. HCFA was surprised to learn that the state wanted to further slow the phase-in.
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Q: How is the Section 1115 waiver review process different from the 1915(b) review
process?

The normal course of reviewing 1115 waivers is different. Under the 1115 process, states
submit proposals to test innovative health care delivery systems. HCFA then engages in
discussions with the state to develop waiver terms and conditions consistent with HCFA's
goals of encouraging state flexibility, assuring access and improving quality.

:

:

The 1115 waiver process is also different from 1915(b) waivers in that 1115 waivers are
much broader in scope and subject to stricter scrutiny because they must meet a test of budget
neutrality and because they are approved for a 5-year period.

Under the 1915(b) process, HCFA reviews state applications to assure that they meet

statutorily-defined criteria of quality, access and cost-effectiveness. HCFA's view is limited
to the statutory standards and is designed to facilitate state expansion of managed care in an

appropriate fashion.

By law, HCFA is required to approve or disapprove 1915(b) waivers within 90 days.
Normally, as with 1115 waivers, all issues are worked out before a decision is announced.

Although HCFA had reached closure with New York on all issues, it appears from the state's
and city's responses that they believe differently. HCFA was surprised by their response
because its conditional approval reasonably balanced state flexibility with the need to assure
access to quality care for all affected beneficiaries.
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Q: Hasn'tHCFA already dragged its feet on theNew York 1115 review process?

A: No. When the state first sent in its 1115 waiver request, itwas largely conceptual in nature.
Since its submission, HCFA has worked closely with the state, in a collaborative effort, to flesh
out the details of the State's proposal and to examine key elements common to allwaivers, such
as budget neutrality and eligibility expansions. At this point, HCFA is waiting for the state to
provide financial data and trend factor information for budget neutrality. HCFA will make a
decision on the 1115 waiver as soon as possible, but cannot do so before al1 issues are addressed.

Key dates:

HCFA received waiver proposal -- March 20, 1995

HCFA sent state major issues letter - April 28, 1995

Questions sent to the state -- June 30, 1995

State's response to questions received - August 4, 1995

Face-to-face meeting to discuss budget neutrality ~ September 7, 1995

Face-to-face meeting to discuss programmatic issues ~ September 28, 1995

Phone meetings -- October 23, 24 and 25, 1995

TOTAL P.@S
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THE NEW YORK MEDICAID

o On October 27, 1995 the Department of Health and Human Services
(HHS) conditionally approved New York's Medicaid 1915(b) proposalto expand its three year old mandatory managed care Southwest
Brooklyn demonstration project to all of New York City. With its
approval, HHS included terms and conditions that protected Medicaidbeneficiaries' access to quality care as they were enrolled in
mandatory managed care.

o On October 30, 1995 the state withdrew its request for this waiver
expansion to the entire city, alleging that the terms andconditions were inconsistent with the understandings reached in
negotiations and reflected micromanagement. The state decided to
abandon its 1915(b) proposal in order to focus its efforts on its
voluntary managed care enrollment program, and on obtaining
approval for its statewide Medicaid 1115 demonstration proposal,the Partnership Plan.

o The original 1915(b) Southwest Brooklyn managed care expansion
proposal as submitted on February 23, 1995 preposed a major and
rapid expansion of mandatory managed care to the entire city.Under the revised proposal, if fully implemented, the project couldincrease the city's enrollment in mandatory managed care coveragethrough phases by an estimated 275,000 additional AFDC and AFDC-related Medicaid beneficiaries from the 50,000 currently enrolledin the project.

o As required by statute, HHS conducted a review to determine ifthere was sufficient provider capacity in the city's managed care
system to ensure that mandatorily enrolled beneficiaries wouldretain adequate access to quality health care. HHS was concerned
about the city's ability to expand managed care because of
information from recent independent reviews of managed care in New
York, from press reports, from state legislative hearings, as well
as the city's own decision in late July to suspend managed careenrollment.

o HHS determined that adequate access could only be assured under
three conditions. First, that the city phase in its mandatory
program as it developed additional provider capacity. Second, thatthe city implement a program to counsel beneficiaries on selectingan appropriate plan. And finally, that the city allow chronicillness groups, such as HIV/AIDS patients, to continue with theircurrent care if appropriate specialists are not available withinthe managed care network.

o HHS and New York are working on similar access concerns as well as
budget issues with respect to the statewide Medicaid section 1115demonstration proposal, the Partnership Plan. This statewide planwould subsume the existing Southwest Brooklyn 1915(b) project andwould enroll approximately 3.5 million individuals into managedcare by 1998, including the remainder of New York's Medicaid
population (excluding the elderly and institutionalized disabled)and its Home Relief population (those that are financially needybut not Medicaid eligible).

TOTAL P.@2
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