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The State Auditor’s Office is pleased to provide the completed performance audit of selected contract
provisions between Hamilton County Department of Job and Family Services (HCDJFS) and its two
contracted managed care organizations, Magellan Behavioral Health and Creative Connections. HCDJFS
requested the performance audit to help improve contract expenditure management and service delivery of
behavioral health services to children and parents of Hamilton County. The State Auditor’s Office conducted
this independent review of selected provisions of the Magellan Behavioral Health and the Creative
Connections contracts with the objective of examining financial management and reporting, performance
measurement and provider network development, and technology management in relation to contract
provisions. A limited review of the Any Willing Provider issue and its potential impact on HCDJFS was also
included in the performance audit. Recommendations provided to HCDJFS focused on contract compliance,
as well as areas where HCDHS or the contractors could improve operational efficiency and service delivery
through the implementation of recommended and best practices.

The performance audit focused on three core aspects of each contracted managed care organization’s
operations as related to the provisions of each contract: financial management and reporting, performance
measurement and provider network development, and technology management. The performance audit
contains recommendations based on best practices and industry standards for improved efficiency, enhanced
service delivery, and increased contract performance, as well as commendations highlighting best practices
within each contracted managed care organization.

Executive summaries have been prepared for the performance audit reports on each respective contracted
managed care organization. The summaries include the project history, purpose and objective of the
performance audit, and summary of each of the three areas examined. The executive summaries also include
a summary of findings, commendations and recommendations related to the respective contractor. An
executive summary is also included for the Any Willing Provider issue.

Additional copies of this performance audit can be requested by calling the clerk of the bureau at
(614) 466-2310 or the toll free number in Columbus, 800-282-0370. In addition, this performance
audit can be accessed online through the Office of the State Auditor’s Web site at

http://www .auditor.state.oh.us by choosing the on-line audit search option.
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EXECUTIVE SUMMARY

Project History

At the request of the Hamilton County Department of Human Services (HCDHS), the Auditor of
State’s Office performed a performance audit to review various contractual provisions of the
Magellan Behavioral Health Contract (the contract) beginning in July 2000. HCDHS, Hamilton
County Mental Health Board and Hamilton County Alcohol and Drug Addiction Services Board
(ADAYS) provide behavioral health managed care services to clients through its contract with
Magellan Behavioral Health (Magellan or MBH). HCDHS acts as the primary liaison and contract
manager for the three County agencies, known as the Partnership Team, because the magjority of
clientsarereferred to Magellan by the Children’ s Services Division at HCDHS. HCDHS requested
a comparison of various contractual provisions to services rendered, an assessment of the manner
in which the Partnership Team entities function in accordance with the contract, recommendations
for improvementsto future contracts and identification of best practicesin managed care. Meetings
between the Auditor of State’ s Office and County management were held to discuss the scope and
objectives of the performance audit.

As aresult of these discussions, it was determined that the performance audit would focus on the
following areas:

° Financial management and reporting;
° Performance measurement and provider network development; and
° Technology.

Planning for the MBH performanceaudit beganin April 2000, and the actual performance audit was
conducted primarily during the months of July through December 2000.

Obj ectives and Scope

A performance audit is defined as a systematic and objective assessment of the performance of an
organization, program, function or activity to devel op findings, conclusions and recommendations.
Performance auditsare usually classified as either economy and efficiency audits or program audits.

Economy and efficiency audits consider whether an entity is using its resources efficiently and
effectively. They attempt to determine if management is maximizing output for a given amount of
input. If the entity is efficient, it is assumed that it will accomplish its goals with a minimum of
resources and with the fewest negative consegquences.
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Programauditsnormally are designed to determineif theentity’ sactivitiesor programsareeffective,
if itisreachingitsgoalsand if the goalsare proper, suitable or relevant. Program audits often focus
on the relationship of the program goals with the actual program outputs or outcomes. Program
audits attempt to determine if the actual outputs match, exceed or fall short of the intended outputs.
The performance audit conducted on the MBH contract is predominantly a program performance
audit focusing on contract compliance.

The Auditor of State's Office has designed this performance audit with the objective of reviewing
systems, organizational structures, finances and operating proceduresto assess the implementation
of contract provisionsand the devel opment of the behavioral health managed care program by MBH.
Specific objectives of this performance audit include the following:

Financial M anagement and Reporting

° Assess the appropriateness of the billing and claims reconciliation processin comparison to
stipulations of the contract;

° Assess the level of service denialsin comparison with contract stipulations

° Assess the implementations of the 15 percent savings plan and the process used to establish
savings.

Perfor mance M easur ement and Provider Network Development
° Evaluate the content and utility of performance measurement reportsin comparison with the
contract requirements;

° Analyze the application of MBH financial performance incentives by HCDHS;

° Assess the appropriateness of service provider locations as per contract requirements;

° Review credentials, licensing and provider insurance based on contract provisions,

° Assessthe completeness of the client rightsand confidentiality policies and procedures; and

° Review MBH policiesand proceduresgoverning client complaintsand grievancesin rel ation
to contract requirements, and assess the adequacy of the documentation of incidents and
training received by complaint resolution staff.

Technology

° Assess the functionality of management information systems;

° Assess compliance with training requirements,

° Evaluate existing hardware and software capabilities to determine if stated functionality
exists;

° Assess network connectivity between MBH, HCDHS and providers; and

° Review hardware and software support system based on staffing, hours of availability,

provider satisfaction and assistance wait time.
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M ethodology

To complete the performance audit, the auditors gathered and assessed a significant amount of data
pertaining to MBH operations including financial and performance measurement records and
policies and procedures related to the behavioral health managed care program; conducted
interviews with various groups associated with HCDHS and MBH, as well as accreditation
organizations and federal oversight agencies; and reviewed reports and recommendations from
various private nonprofit, state and Federal entities responsible for Medicaid and managed care
program implementation and monitoring. The methodology is further explained below.

Studies, reports and other data sources

In ng the various performance audit areas, MBH was asked to provide any previous studies
or analyses aready prepared on the subject areas. In addition to reviewing this information, the
auditors spent a significant amount of time gathering and examining other pertinent documents or
information. Examplesof the studies, reportsand other data sources which were studied includethe
following:

Partnership Team and MBH request for proposal and contract

MBH annual reportsto the Partnership Team

MBH policies and procedures

HCDHS clinical, financial and performance reviews of MBH

Child Welfare League of America (CWLA), Recommended Practices

United States General Accounting Office (GAO), Child Welfare - Early Experiences
Implementing a Managed Care Approach

Substance Abuse and Mental Health Services Administration (SAMHSA), Management
Information System Recommendations

° Health Care Financing Administration (HCFA), Managed Care Recommended Practices

| nterviews, Discussions and Surveys

Numerousinterviewsand discussionswere held with many level sand groupsof individual sinvol ved
internally and externally with MBH. These interviews were invaluable in developing an overall
understanding of MBH’s operations. Examples of the organizations and individuals that were
interviewed include the following:

MBH personnel

HCDHS personnel
Various service providers
HCFA representatives
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Benchmark Comparisons

Benchmark comparisons were developed from accreditation organizations and the best practice
agencies included in their studies and recommendations, and federal oversight agencies.
Performance indicators were established for the various performance audit areas to develop a
mechani sm to compare how effectively and efficiently MBH providesand coordinates services. The
information was obtained primarily through information requests and interviews held with the
appropriate personnel selected from best practice agencies. These agenciesincluded the following:

Child Welfare League of America

Health Care Financing Administration

Substance Abuse and Mental Health Services Administration

Ohio Department of Mental Health

Department of Health and Human Services, Office of the Inspector General
Government Accounting Office

Overview of the MBH/HCDHS Contract

In FY 1996, the Hamilton County Department of Human Services (HCDHS), Hamilton County
Mental Health Board and Hamilton County Alcohol and Drug Addiction Services Board (ADAS)
formed a partnership and established a contract with Magellan Behavioral Health (MBH), a
Management Services Organization (M SO), to administer managed care to County agency clients.
The three agencies, known as the Partnership Team, recognized the need to integrate their services
because significant numbersof children and familiesinvolved withthe Children’ s ServicesDivision
of HCDHS often suffer from a wide range of issues related to mental health, alcohol and drug
problems. A five-year contract was establi shed between the County agencies (Partnership Team) and
MBH to create a service delivery system blending behavioral mental health and children services
goalsin amanaged care environment.

L 2R 2R 2 2R 2 2

Because of the wide range of services needed by County agency clients and the increasing costs of
care, the Partnership Team contracted MBH to coordinate and administer child welfare and mental
health services to identified at-risk children and their families through a network of service
providers. The implementation of managed care and the development of a provider network was
recognized as a method to reduce local costs through the consolidation of administrative and
management servicesto achieve economiesof scaleand increased quality of care. In addition, MBH
was contracted to devel op and administer amanagement information system to manage claims and
casedata. Through the contract agreement, MBH managesavariety of taskson behalf of the County
agencies, some of which were untried in MSO/Medicaid managed care rel ationships.
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Key FindingsyRecommendations

The performance audit report and executive summary contain a number of findings and
recommendationspertai ningtothe MBH and HCDHS contract, itsmanagement, theimplementation
of best practices, and theimprovement of contract outcomes. Thefollowing arethekey findingsand
related recommendations:

MBH receives afixed profit amount of 5 percent based on the contract budget. Although
MBH has produced afavorable budget variance during the first three years of the contract,
the fixed profit and risk sharing incentives do not reward economy or efficiency on the part
of MBH.

The Partnership Team should continue providing MBH with afixed profit amount for its
services and should include incentives for improved economy and efficiency in future
contracts. Basing MBH'’ s profit on afixed amount that isindependent of the dollar amounts
identified in the contract budget, coupled with a performance incentive for planning,
budgeting and expenditure reductions, would improvefinancia oversight, maintain MBH’s
incentive to perform efficiently, and potentially create cost savings.

Providers often bill for servicesto State or local funds when Medicaid funds are available
for the client, which increases costs to HCDHS and can result in overpayment.

HCDHS and MBH should consider developing an incentive or disincentive system to
encourage providersto bill to Medicaid.

Service providers can submit claimsto MBH for processing up to one year after the date of
service. Thereisnoincentive planfor timely submission of claims, nor istherelegal support
outside of the contract to fortify MBH’ s insistence on the timely submission of claims.

MBH should develop policies and procedures within the Administrative Manual requiring
service providersto submit claimsfor reimbursement inamoretimely manner. MBH should
consider narrowing thetime allowed to submit Medicaid claimsto the MBH system from
one year to three months after the date of service. Medicaid claimsthat are not submitted to
MBH within the time frame and then are subsequently denied by Medicaid should not be
paid by MBH.

When entering claims information, the providers can submit a bundled or all-inclusive fee
for Medicaid eligible serviceswhich may be used to cover the per diemrate. Bundled service
fees were originally negotiated between MBH and the service providers to maximize
Medicaid funding andlimitlocal liability. Thisarrangement has caused the serviceproviders
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to be paid twice for some out-of-home care charges. HCDHS does not perform sample
reconciliations between line items in bundled charges and itemized services.

M BH should requireeach serviceprovider to performamonthly reconciliation between total

claimsbilled and total payment received from MBH. HCDHS should also require Magellan
to submit reconciliations for each service provider and the corresponding explanation of
benefitsonamonthly basis. Furthermore, HCDHS should perform sampletesting of theline
item detail of bundled charges on a regular, periodic basis. Sample testing should be
performed on each provider at least annually to ensure that ineligible costs have not been
included in bundled rates.

° Upon receipt of MBH monthly invoices, HCDHS performs acursory review of the service
and administrative costs to determineif the total s appear reasonable. HCDHS is managing
the MBH contract without adesignated financial monitor. By not having filled this position,
HCDHS may not have an accurate depiction of the current financial condition or potential
difficulties facing the contract.

HCDHS should perform a line by line and aggregate reconciliation of provider claims
through identifying a financial monitor within the Contract Management Department’s
current resources.

° MBH isrequired to provide financial reportsto the Partnership Team as acomponent of the
financial monitoring plan. During the course of the contract, MBH and the Partnership Team
have modified the financial reporting requirements through discussions at the bi-weekly
Partnership Team meetings or less forma discussions between MBH and HCDHS
representatives. However, no documentation of the changesor authorizing authority hasbeen
retained, nor are there minutes kept from the meetings.

Any changes in financial reporting requirements, modified through discussion between
MBH and the Partnership Team, should be documented and formally established aswritten
addendums to the contract.

° Although HCDHS reviews MBH’ s compliance with the contract , the most recent HCDHS
review of Magellan’soperations covered the period January 9, 1998, through December 31,
1998 and was approximately one year out-of-date.

HCDHS should complete its annual and quarterly performance reviews on MBH in amore
timely manner. Because HCDHS is at least one year behind in its annua and quarterly
performance reviews, Magellan may be chalenged to reconstruct the factors which
contributed to operational performance for a particular time in the past.
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MBH isnot in compliance with the contract regarding provider eval uations which should be
contained in quarterly servicereviews. Instead, MBH only provides aggregate reportswhich
show provider utilization within the network. The format of the reports does not reflect
utilization rates of individual providers. Furthermore, MBH does not maintain service
provider profileswhich would provideinformation to HCDHS and M BH about each service
provider in the network.

MBH should provide an individual assessment of each provider through quarterly service
reviewsin order tofulfill therequirementsof the contract. These provider evaluationsshould
be documented and reported to HCDHS as well as to the evaluated providers. In addition,
utilization information should be compiled separately for each provider and included as a
component of the quarterly servicereview. MBH should al so create serviceprovider profiles
to complement quarterly service reviews and to garner valuable information regarding the
characteristics, abilities and financial performance of each service provider.

Magellan credentials and re-credentials providers on a biannual basis. During the
credentialing process, Magellan verifies the credential's, experience and licensure of those
agencies and staff members responsible for the delivery of contracted services. Also,
Magellan uses a five-point rating scale during site visits to determine contracted providers
compliance with the credentialing standards. According to credentialing evaluation letters
to contracted providers, plans of correction are expected to be implemented and follow-up
visits may be conducted by Magellan to ensure that contracted providers are taking the
necessary steps to meet the established credentialing standards.

Magellan should conduct mandatory follow-up site visits for any provider who requires a
plan of correction based on the credentialing process, and the MSO should also develop a
system of incentives to ensure that service providers implement plans of correction for
credentialing shortcomings.

According to the contract, Magellan is required to develop a process for tracking and
monitoring complaints that are lodged on behalf of any client. Magellan has an established
process for handling client complaints which is consistent with the responsibilities outlined
in the contract. Numerous complaints regarding a particular service provider often prompt
quality of carereviewsinwhich Magellan conductssitevisitstoinvestigate areas of concern.
Findings and plans of correction are subsequently developed to assist the provider in
improving the conditions which initially provoked complaints.

MBH should formally establish the specific conditions which would necessitate quality of
care reviews. By formalizing the conditions which would trigger a quality of care review,
MBH would be less likely to overlook problematic operations within the network while
prioritizing those cases which would necessitate review.
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Magellan is in the process of upgrading the user interface on the MIS to a browser user
interface (BUI) system. The Magellan M IS Department will beresponsiblefor programming
in the BUI environment. Because of the programming complexities and the length of time
anticipated for full conversion, upgrades will be phased in. MBH will also upgrade system
hardware to support the BUI conversion.

The Partnership Team should approve implementation of hardware upgrades as soon as
possi bleto accommodatetheimplementation of the BUI software. Hardware upgradeswould
cost approximately $280,000 to implement. To improve the BUI transition process and
increase the service level of support personnel, an additional MBH programmer should be
hired. The cost to hire an additional MIS employee would be approximately $75,000
including 25 percent for benefits.

Thecontract turn-key provision allowsthe Partnership Team to assume operation of theMIS
at the conclusion of the contract period. However, the Partnership Team has not designated
staff to learn the processes used by the Magellan M1S Department. Although HCDHS does
not have plans to assume operation of the MIS, Magellan has discontinued itsrole as MIS
manager and/or MSO in severa other Medicaid managed care contracts.

HCDHS should immediately implement procedures to ensure the Department’s ability to
assume operation of the CMHC systemif the turn-key provision isexercised by either party.
HCDHS, theMenta Health Board and ADA S shoul d determinewhich operational areaseach
agency would take on while HCDHS should take responsibility for ensuring the continued
operation of the technology component of the behavioral health managed care system.
HCDHS should ensure that the MIS Department has sufficient knowledge of the CMHC
software to manage the system in the event that MBH is no longer involved in this process.
The cost to hire additional HCDHS MIS personnel to serve as the turn-key transition team
would be approximately $270,000.

The remainder of this executive summary is organized by report sections in order to highlight
additional findings and recommendations, as well as commendations from those areas of the audit

report.

Financial Management and Reporting

Findings:

MBH renders provider and care management servicesto the Partnership Team at abudgeted
cost of $3.2 million per year for each year of the contract. In the first two contract years,
budgeted to actual expenses had an average favorable variance of 14.5 percent. Applying
this average variance for FY 1998 and FY 1999, the forecasted MBH budget would be
approximately $1.5 million under original project budget amounts for the remaining three-
year period.
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Providers must obtain preauthorization from MBH in order to submit claims for
reimbursement. This process enables MBH to manage the cost of care provided to
Partnership Team clients. This process has reduced the number of claims|abeled as denied
or pending.

During FY 1998, an independent audit determined that MBH made overpaymentsto service
providers totaling approximately $265,000. MBH is developing a process to eliminate
overpayments.

MBH has ensured a savings of 15 percent for each year of the five-year contract. However,
aFY 1998 review by an independent audit agency determined total savings at 6.4 percent.

Recommendations:

The Partnership Team should identify the appropriate legal procedure for contract
amendments and budget revisions. Because wide variances in budgeted versus actual
amounts have not been reconciled, HCDHS and MBH may overestimate resource needsin
some aress.

The Partnership Team should require MBH to devel op annual strategic planning documents,
which should correlate to planned annual activities and budget documents.

In order to reduce the number of claims being labeled as denied or pending, the service
providers should be made aware of any change in Medicaid €ligibility status.

Claims submitted after May 2000, if appealed, should be resolved in atimely manner as
stipulated in the True Care Partnership Manual.

HCDHS should actively participate in the development of the Medicaid reconciliation
processes.

HCDHS should consider creating a financial review committee to monitor the financial
relationship between itself, MBH and the contracting service providers.

The Partnership Team and MBH should examine the viability of the 15 percent savingsin
relation to actual savings.

Performance Measurement and Provider Network Devel opment

Findings:

Continuous Quality Management (CQM) requirementsare satisfied and represented through
the Quality Improvement Report (QIR) produced by MBH. While Magellan has complied
with CQM reporting requirements, thereisaneed to codify the existing practice of compiling
and/or streamlining reports for practical purposes.

MBH has modified its reporting practices to streamline the information contained in the
reporting requirements. The current frequency with which MBH generates reports for the
Partnership Team best represents the accumul ation of relevant data for the time period. A
comparison of Magellan’ s performance measuresto the most common performance measures
used by managed behavioral health care entities identified by the CWLA showed that the
benchmarks currently used by MBH are highly-detailed, and specifically address each of the
established performance measures.
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M SO Performance Standards were developed to provide benchmarks for MBH’ s service
delivery. Each outcome has a monetary incentive and/or disincentive established for the
achievement of or failure to meet the standard. In FY 1998, MBH earned only $10,100 or
10.1 percent of possible incentives. When added to the disincentives results, MBH was
actually accessed a disincentive for the year of $19,411.

Magellan uses a standardized agreement with each provider, outlining responsibilities and
defining covered services. However, provider agreements do not contain the RFP criteria
used to assess the provider’ s ability or inability to participate in the managed care network.
Furthermore, provider agreementsdo not i nclude the credentialing requirementswith which
providers must comply as a condition to remaining in the managed care network

Magellan has created an On-line Referral System that enables its intake care managers to
select the most appropriate types of providers for each client. The automated system then
matches the client criteriaagainst provider specialization, location and available programs,
and determinesthebest-suited provider. HCDHS' s1998 annual performancereview reveal ed
that Magellan met the outpatient location standard by providing services for all outpatient
clients within 30 minutes of their homes.

Provider agreements stipulate that providers must maintain professional liability insurance,
list Magellan asan additional insured and notify Magellan at |east 30 daysin advancein case
of cancellation, non-renewal or material amendment. Only one of five providers listed
Magellan as an additional insured.

Magellan monitors service providers to ensure that written policies are in place regarding
client rights and responsibilities, and that clients are informed of these rights and
responsibilities. Furthermore, Magellan has developed a client rights and responsibilities
pamphlet to inform clients and/or their family members of their right to file a complaint
about the quality, availability or appropriateness of provided services. Magellan also
maintains a comprehensive policy with detailed procedures which provides guidelines for
safeguarding confidential client information in accordance with State and federal law,
industry standards and professional ethics.

Commendations:

Magellan consistently reports its performance in relation to the benchmarks as stated in the
contract. The use of CWLA benchmark guidelines has helped Magellan develop
performance measuresthat adequately eval uatethe quality of servicesprovided and increase
the likeliness of providing mental health services at afiscally responsible cost.

Through the use of the On-line Referral System, Magellan is able to match clients with the
most appropriate and best-suited service provider inthe network. Providersare chosen based
on their ability to address the individual needs of the client and their proximity to client
residences.

Magellan assesses provider compliance with professional standards of care through the
credentialing process. MBH uses a variety of methods to verify the existence and monitor
the status of provider and staff licenses. Biannual credentialing site visits enable Magellan
to ensure that providers maintain written policies and procedures whereby clients are
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informed of their rights and responsibilities regarding service delivery.

MBH hasclearly defined policiesand proceduresfor thetimely investigation and subsequent
resolution of client complaintsand grievances. Magellan al so maintainsahighly-detailed and
comprehensivepolicy on client confidentiality. In addition, Magellan’ srecommended client
rights and responsibilities for service providers are consistent with client/consumer bill of
rights devel oped by national advocacy groups.

Recommendations:

Any future contract between the Partnership Team and a Managed Services Organization
(M SO) should contain aspecific section devoted to operationalizing reporting requirements.
Thisreporting section should contain languagewhich grantsaM SO, in consultation with the
Partnership Team, the latitude to reduce duplicate reports, and to modify the frequency of
reporting to convey an exact snapshot of relevant datafor a specific time frame.

MBH should consider including the credentialing requirements as addendums to provider
agreements. Magellan should periodically update its standards for both outpatient mental
health and out-of-home care placement service providersthrough consultation with national
accreditation agencies.

MBH should furnish service providers with suggested policies and procedures to rectify
credentialing shortcomings. Quality assurance staff should also verify that Magellanislisted
as an additional insured or certificate holder on providers' insurance policies.

HCDHS should require Magellan to initiate the necessary proceduresto create and maintain
acentralized complaint/grievance database, instead of the current practice of maintaining a
complaint/grievance file in aword processing software folder.

MBH should develop and initiate periodic training sessions on client confidentiality for its
staff as well as for service provider clinicians. These training sessions should mirror the
confidentiality training attended by HCDHS' Children’s Services staff.

Technology

Findings:

MBH hasdevel oped and implemented an up-to-date case management and claimsprocessing
software system. The case management and claims processing systems appear to fulfill
SAMHSA criteriafor high performing managed careinformation systems. Magellan hasalso
purchased additional hardwareand software to accommodate the unexpectedly |arge number
of referrals and client records which need to be processed and maintained.

Quad ISDN lines are used to transmit data between MBH and the Partnership Team and
providerstypically useapoint-to-point, 10 base T-line (telephoneline). Although the present
MIS cabling configurationisadequateto handlecurrent traffic, thetransitiontoaBUI system
will require faster data transmission and access speeds to accommodate the larger memory
requirements of the software.

MBH provides ongoing MIS training to HCDHS, ADAS and providers on a quarterly and
bi-weekly basis. Refresher courses provide MIS updates to providers who do not attend the
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bi-weekly training sessions. Evaluations of MIS training by providers showed a highly
favorabl e responseto training programs. However, HCDHS caseworkerswere only recently
provided access to the MIS and have not received training on the system.

° MBH provides user support to the Partnership Team and to contracted providers and meets
contractually required response times. However, MBH support staffing levels are minimal
and current staffing levels allocate approximately one FTE per 250 users. Continued
expansion of MIS usage may necessitate greater support staffing levels.

Commendations:

° Thesystem developed by Magellan’ sMISfor useinthe True Care Partnership project fulfills
the criteria of a high performing management information system. Also, Magellan has
monitored provider needs and advancements in technology and provided enhancements to
the MIS. The upgrades provided to the Partnership Team and providers by Magellan have
increased the utility of the MIS.

° Magellan has enhanced its training program beyond the requirements of the contract.
Evaluationsof training programsreflect high provider satisfactionlevels. Also, Magellan has
improved support service response times to meet and exceed contract obligations. The
Partnership Team and providers appear to be satisfied with current service levels.

Recommendations:

° To accommodate the BUI connectivity needs, MBH should install T-1 lines, DSL lines or
cable communication lines between MBH, the Partnership team and providers. Also,
HCDHS caseworker training should be completed regardless of the BUI implementation
status. Delayed training dilutes the benefits received by HCDHS through impl ementation of
the MIS.

° Magellan should take measures to increase attendance at update and user group training
sessionsand should investigate methodsto improvetraining delivery outside of face-to-face
training sessions. Training manuals should be updated and modeled after the HCDHS
supervisor/caseworker manual. MBH should al so consider devel oping customized reference
guidesfor theMISfor each user group. MBH should consider providing training CD-ROMs
on the CMHC system and BUI upgrades through the MBH MIS Department to the 500
Partnership Team and provider users. The cost to implement training CD-ROMs would be
approximately $1,250. Finally, MBH should prepare an analysis of the make-up and skill
level of its computer user population to determine the necessary staffing to provide the
desired quality of support services.
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Background

Contract History and Purpose

In FY 1996, the Hamilton County Department of Human Services (HCDHS), Hamilton County
Mental Health Board (MHB) and Hamilton County Alcohol and Drug Addiction Services Board
(ADAYS) formed a partnership with the intention of establishing a contract with a Management
Services Organization (MSO) to administer managed care to County agency clients. The three
agencies, known as the Partnership Team, recognized the need to integrate their services because
significant numbers of children and families involved with the Children’s Services Division of
HCDHS often suffer from a wide range of issues related to mental health, alcohol and drug
problems. In addition, national trends indicated that, in the previous ten-year period, federal costs
for child welfare services had increased nearly fivefold to $4.2 billion. The Congressional Budget
Office estimated that child welfare costs would continue to rise to $5.9 billion by FY 2002. In
Hamilton County, expenditures for Children Services increased from $30.9 million in FY 1992 to
$60 millionin FY 1997. In responseto rising costs associated with child welfare and health care, the
Partnership Team wanted to consolidate a number of behavioral mental health servicesfor itschild
welfare population under the management of aMSO.

Inits efforts to establish a contract with a M SO to coordinate behavioral mental health servicesfor
the County’s Children’s Services population, the Partnership Team embarked on a fairly unique
endeavor that few states or counties had ever experienced. Traditionally, HCDHS Children’s
Services caseworkers processed countless referrals and maintained working relationships with
numerous service agencies in the behavioral mental health field. By entering into a contract with a
M SO, the Partnership Team wanted to streamline the preexisting process and create a seamless
system of child welfareand mental health servicesfor children and familiesin Hamilton County. The
contract was established to accomplish the following objectives:

° Coordinate and administer child welfare and mental health services to identified at-risk
children and their families through a network of service providers

° Establish agreements with service providers and prepare them for a managed care
environment
° Reduce total costs to the Partnership Team and community through the consolidation of

administrative and management services to achieve economies of scale

° Develop and administer a management information system which would be used by the
Partnership Team as well as contracted service providers
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Magellan Behavioral Health (MBH or Magellan), a subsidiary of Magellan Health Services, Inc.,
was one of three organizations to submit proposals pursuant to the Partnership Team’s Request for
Proposal (RFP) and was selected as the managed care entity. In FY 1997, afive-year contract was
established between the Partnership Team and Magellan to create aservice delivery system blending
behavioral mental health and children services goalsin amanaged care environment. According to
the contract, Magellan would manage a variety of tasks some of which were untried in
M SO/M edi caid managed carerel ationships. ThefollowingtableillustratesMagellan’ sprimary tasks
and responsibilities pursuant to the contract with the Partnership Team.

Table 2-1: MBH’sPrimary Tasks and Responsibilities

Protocols ° Develop and implement service protocols
° Develop and implement utilization review processes
° Develop and implement standardized approaches to gate-keeping decisions
Data Collection | ® Develop and oversee the data collection system
and Reporting o Collect, evaluate, monitor and report on elements regarding program, fiscal,
provider, outcome and service data
° Develop, implement and manage an automated/standardized clinical record, billing
and tracking system
Outcome and ° Develop, review and report on service outcomes and standards
Quality ° Implement a continuous quality management program
M anagement
Provider ° Assist in the devel opment, implementation and maintenance of a mental health
Networ k service continuum provider network
° Develop and monitor provider agreements/contracts, credentialing standards and
processes
Client Care ° Coordinate client care and tracking

Sour ce: RFP for Managed Services Organization

In carrying out its responsibilities, the Partnership Team is accountable to the Hamilton County
Commissioners and to the Trustees of the County Mental Health and Alcohol Drug Addiction
Services Boards. HCDHS acts as the Partnership Team’s primary representative and liaison to
Magellan because the magjority of children and families are referred to Magellan through the
Children’s Services Division at HCDHS. Furthermore, HCDHS provides funding for 85.5 percent
of the costs associated with the Magellan contract while ADAS and the Mental Health Board pay
the remaining 14.5 percent.

Asthe primary representative of the Partnership Team, HCDHS oversees and monitors Magellan’s
performance as the managed care entity. Pursuant to the contract, Magellan is responsible for
developing and maintaining a network of service providers through which children and families
receive outpatient mental health and out-of-home care placement services. Magellan and the network
of service providers must adhere to the legal mandates of the Ohio Department of Job and Family
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Servicesand the Ohio Mental Health Board, including thejudicial ordersof the court and theclinical
authority legislated by the Mental Health Act and the Ohio Revised Code (ORC).

Organizational Chart
Asthe contracted M anagement Services Organization (M SO) for the Partnership Team, Magellan’s
regional office in Hamilton County consists of 36 full-time equivalents (FTESs). The chart below

provides an overview of Magellan’s organizational structure and staffing levels. All positions are
shownin FTES.

Chart 2-1: Magellan Behavioral Health

Project Director
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Summary of Operations

Children and familiesbecomeinvolved with HCDHS' Children Services Agency when children are
found to be at continuing risk of neglect, physical abuse, sexual abuse or dependency. Generally,
reports are made by community members and HCDHS or the Hamilton County Juvenile Court
respondsto thereport, investigatesthe case and makes any necessary referrals. Significant numbers
of these children and their family members suffer from mental health problems. Some children were
born affected by drugs and/or alcohol, and many children exhibit learning disabilities and
hyperactivity disorders. Family members coping with these issues benefit from case management
services, counseling and other mental health interventions. Through the implementation of
behavioral health managed care, the Partnership Team expected to constrain rising health care costs
while offering clients afully integrated service delivery system based on managed care principles.

Upon receipt of areferral call, Children’s Services caseworkers at HCDHS are responsible for
determining if information provided by the reporter constitutes a report of alleged child abuse and
neglect. Requirements for screening child abuse and neglect reports are detailed in Ohio
Administrative Code (OAC) 85101:2-34-06. Information provided to childrens services agenciesis
kept confidential, unlessitisinthe best interestsof the child to discloseinformation. OAC 85101:2-
34-38 contains procedures for disclosing child abuse and neglect information maintained by
children’s services agencies.

Oncethereport of abuse, neglect or dependency hasbeen substantiated, HCDHS Children’ s Services
intake workers are responsible for performing investigations of reported information. At this point,
adetermination is made of the origin, type and extent of risk to the child. OAC 85101:2-34-32 to
§5101:2-34-36 contain requirements for assessments and investigations. Intake workers are also
responsible for establishing contact with case principles within State mandated time guidelines to
complete risk assessments regarding the safety of aleged child victims. Time frames for
implementing the Family Risk Assessment Model and procedures for devel oping this plan are also
found in OAC §5101:2-34-331 and §5101:2-34-37.

If Children’ s Services determinesthat the child or family membersinvolved in the case arein need
of behavioral mental health services, a referral is made to Magellan who facilitates access for
outpatient mental health and/or out-of-home care placement services. A designated Magellan intake
caremanager receivesaninitial telephonecall fromthe Children’ s Servicescaseworker viaa24 hour
direct referral line. Client records are also sent to Magellan through inner-office mail or by courier.
Thereferral and accompanying client records are assigned to aMagellan care manager within three
hours of receiving the initial referral. The Magellan intake care manager, in conjunction with the
Children’s Services caseworker, makes a preliminary determination of the urgency of the case and
determines the appropriate level of care necessary to meet the needs of the client. Once the initia
assessment and treatment plan have been compl eted by the M agellan intake care manager, the client
isreferredto anetwork provider capabl e of rendering the authorized services. Magellan’ sintakecare
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managers use an online referral system which helpsin matching aclient’ sidentified needs with the
best suited network service provider. Thereferral system enablesMagellan to select providersbased
on their proximity to a client’s home, school and community. The system also takes individual
provider characteristics into account, including cultural background, gender and possible language
barriers.

In collaboration with the Partnership Team, Magellan initially devel oped a network of 22 provider
agencies. Currently, Magellan manages a network of 28 provider agencies who offer outpatient
mental health and out-of-home care placement services to Hamilton County’s Children Services
client population. Under the coordinated direction of Magellan, the network of providers offersthe
following services:

° Psychiatric evaluations and psychological assessments

° Emergency mental health treatment

° Home and community-based therapy

° Neighborhood-based services

° In-home behavior management training

° Sexual abuse treatment

o Day treatment

° Pre and post adoptive counseling and group services

° Therapeutic foster care placements

° Group home placements

° Semi-independent and independent living arrangements

° Residentia treatment

Magellan care managers monitor aclient’ s progressthrough written servicedelivery plansfurnished
by provider agencies. In conjunction with HCDHS caseworkers, Magellan authorizes or denies
authorization for any additional services requested by provider agencies. Magellan care managers
monitor aclient’ s progress until acaseisclosed and behavioral mental health servicesare no longer
needed.
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Financial Management Reporting Relationships and Responsibilities

The costs of the behavioral health managed care program comprise administrative expenses paid to
MBH and payments made for claims submitted by service providers. Administrative expensestotal
approximately $3.2 million annually and the annual cost of claimsis approximately $12.4 million.
In accordance with the MBH contract, Magellan is compensated for its administrative services on
amonthly basis by invoicing each member of the Partnership Team for the administrative services
rendered for the previous month. Administrative costs for the MBH contract are shared among the
members of the Partnership Team and based on the following fixed percentages: 85.5 percent for
HCDHS, 12.5 percent for ADAS and 2.0 percent for MHB. Administrative expenses include the
following costs and fees:

Labor costs consisting of salaries, benefits and consultant fees;

Variable costs consisting of travel, training, education, repairs and office supplies;

Fixed costs which include rent, utilities and amortization costs,

Supplemental costs consisting of project startup and ongoing Management Information
System (MIS) costs; and

° Profit fee of 5.0 percent assessed on the total costs excluding supplemental costs.

Pursuant to the MBH contract, Magellan accepts and reviews claims submitted by contracted
providers for behavioral mental health services covered under the MBH contract. Magellan
maintains a separate account with a nationally chartered bank that has offices located in Hamilton
County for al moniesand fundsfor which Magellan hasdisbursement authority. Onamonthly basis,
Magellan notifies HCDHS of the service provider claims which have been approved for payment.
As the primary representative of the Partnership Team, HCDHS transfers money into the account
for the payment of approved claimsincurred by service providersand processed by Magellan. Before
approving a claim for payment, however, Magellan must verify that the claim has been submitted
properly and that there is no duplication of paymentsfor that claim. If Magellan denies payment of
any properly submitted claim, Magellan is required to provide the contracted provider with a full
explanation of the denial. Magellan is aso required to maximize aternative funding sources
including, third-party insurance and Medicaid Title XI1X and IV -E monies before drawing HCDHS
levy money for claims payment.

By establishing a contract with a managed care organization, the Partnership Team expected to
control rising health care costs by consolidating a number of mental health services under the
management of aM SO. In order to control costs, the Partnership Team included acost savings plan
in the MBH contract. The plan sets atarget savings for Magellan equal to 15 percent of HCDHS
annual total expenditures for behavioral mental health services in FY 1996. Although the cost
savings target would remain fixed at 15 percent throughout the life of the MBH contract, the
Partnership Team realized that the actual dollar amount of cost savings would vary due to such
factors as inflation, number of clients served and/or court-mandated requirements. The MBH
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contract stipul atesthe method for cal culating Magellan’ sannual cost savingslevel. Furthermore, the
cost savingstarget of 15 percent isused asaperformance standard/indicator to assist the Partnership
Team in gauging Magellan’s overall performance with regards to the MBH contract.

Performance Measurement and Quality Assurance Contractual Requirements

Pursuant to the MBH contract, Magellan is required to establish a comprehensive Continuous
Quality Management (CQM ) program that defines, operationalizes, and monitorsthe quality of care
and servicesdelivered tothe Partnership Team and clients. Indesigningits CQM program, Magellan
consulted various national accreditation groups including the Nationa Committee for Quality
Assurance (NCQA) and the Council on Accreditation (COA). In order to monitor Magellan’s
performance, the Partnership Team devel oped 20 standardsand indicatorswith correl ating incentives
and disincentives totaling $100,000 each. At the end of each contract year, the Partnership Team
reviews Magellan's performance and calcul ates the aggregate difference in total incentives and
disincentives. In addition, Magellan prepares and furnishes Quality Improvement (QI) reportsto the
Partnership Team on a quarterly basis. The QI reports are used to monitor Magellan’ s operational
performance on the various standards and indicators throughout the contract year. Examples of the
performance standards and indicators include the following:

° Provider claims are paid on atimely basis
° Magellan maintains a competent provider network and monitors its performance
° Clients are satisfied with services and are provided with timely responses and resol utionsto

complaints and/or grievances

° Magellan provides timely, useful and complete data reports to the Partnership Team
including status and progress information on individual Clients

° Magellan efficiently manages the provider network and HCDHS service dollars

In addition to the QI reports, Magellan is responsible for producing other quarterly and semiannual
reportsto assist the Partnership Team in measuring performance aswell asin assessing Magellan's
compliance with the MBH contract. For example, the MBH contract requires Magellan to perform
guarterly service reviews on each contracted service provider. The reviews are intended to assist
Magellan and the Partnership Team in evaluating provider performance by identifying strengths,
weaknesses and areas that necessitate improvement. Magellan is also required to provide a variety
of financial reportsto assist the Partnership Team in overseeing Magellan’ sfinancia activitieswith
regard to covered services.

As part of the CQM program, Magellan verifies the credentials, experience and licensure of those
agencies and staff membersresponsiblefor the delivery of contracted services. In order to verify the
credentials of service providers, Magellan performs biannual site visits both to ensure that network
providers meet minimum standards of care and to assist providerswith thetransition into amanaged
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care environment. The credentialing process enables Magellan to identify the strengths and
weaknesses of contracted providers compared to professional standards of care.

Inaccordancewiththe CQM program, M agellan has devel oped acomplaint and grievanceresol ution
processto ensure that the needs and interests of clients are adequately addressed and reported to the
Partnership Team. Furthermore, considering consumers of substance abuse and mental health
treatment servicesareespecially vulnerabl eto being stigmati zed by public disclosureof information,
the Partnership Team realized the need for Magellan to develop a client rights and responsibilities
doctrine. Magellan devel oped a doctrine that not only protectsthe rights of clients but also remains
consistent with ODMH and ODJFS rules and regul ations regarding care, supervision and discipline
of children (OAC § 5122:2-1-02 and § 5101:2-7-09). Through credentialing site visits, Magellanis
ableto verify that service providers maintain the rights and responsibilities doctrine which includes
the right to privacy and confidentiality of all records.

Technology Contractual Requirements

In contracting with a MSO, the Partnership Team recognized the need for a state-of-the-art
Management Information System (MIS) which would be a critical component in the effective
management and oversight of achild welfare and mental health servicedelivery system. Asaresult,
and in accordance with the MBH contract, Magellan has developed and currently maintains atwo-
tiered MIS network. In the first tier of the MIS network, operational client data is entered and
maintained by front-line employees within provider agencies. In conjunction with the Partnership
Team, Magellan monitors and evaluates client data within the second tier of the MIS network.
Management and oversight functions are performed through the analyses of data at both the
individual provider and network system-wide levels. System-wide management and mandatory
provider applications are listed in the following table. In addition, Magellan provides al software,
equipment, supplies and personnel to carry out the tasksidentified in Table 2-2.
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Table 2-2: Required MIS Applications

Applications System-Wide M anagement Individual Provider Level
Level

Central Administration of Multiple Yes No
Sites
Master Patient Index Yes No
Automatic Creation of Patient Yes No
Registration
System-wide Ability to Generate Real- Yes No
time Site or System Reports
Claims Adjudication Yes No
Credentialing Yes No
Service Authorization Yes No
Client Registration and Eligibility Yes Yes
Appointments and Recalls Yes Yes
Treatment Plans and Planning Yes Yes
Client and Patient Assessment Yes Yes
Standardized Medical Records Yes Yes
Clinical Histories Yes Yes
Electronic Claims Submission Yes Yes
Progress Notes, including family Yes Yes
relationships
Insurance Billing Yes Yes
Automated Collections Yes Yes
Provider Information Referrals Yes Yes
Email Yes Yes
Word Processing Yes Yes
Standardized Reporting Yes Yes

Sour ce: HCDHS RFP for a Management Services Organization
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The MBH contract details the required system specifications that Magellan must provide to the
Partnership Team, and contracted service provider agencies. Furthermore, Magellan isresponsible
for the testing, configuration and installation of all new and existing hardware at Partnership Team
and service provider facilities. Magellan is also required to train the Partnership Team and the
provider agenciesin the use of the MIS network, hardware, licensed programs and data collection
systems. If the Partnership Team or the provider agencies experience difficulties with the MIS
network, Magellan on-call support staff isavail ableto provide computer maintenance and to answer
MIS-related questions. Upon theexpiration of theM BH contract, Magellan agreesto transfer control
and operation of the entire MIS network to the Partnership Team.

Child Welfare Managed Care Arrangements

Generally, public child welfare agencies plan and develop their managed care models to address
specific needs which are unique to their community. In developing the overall design of their
managed care arrangements, child welfare agencies must consider funding streams, target
populations, availableM SOsand level of community support. Generally, child welfare managed care
Initiatives can be classified under the four separate arrangements discussed below.

° The public model constitutes the lowest level of operational change from the traditional
service delivery system generally used by public child welfare agencies. The public model
presumesthat servicedelivery and care coordination activitieswill remain theresponsibility
of the public entity. However, managed care principal s areincorporated into reimbursement
procedures for contracted service providers. Additionally, the public model introduces
performance measuresinto provider contractsto ensurehigh quality services. Asof FY 1998,
the public model wasusedin 10 child welfaremanaged careinitiativesthroughout the United
States.

° The lead agency model, used in 19 state and local managed care initiatives by FY 1998,
describes public child welfare agency operations where the agency contracts withaM SO to
assumetheresponsibility for coordinating service delivery to adefined group of clients. The
M SO becomesthelead agency in service delivery and itsfunctionsinclude: developing case
plans, monitoring client progress and authorizing treatments. In this managed care
arrangement, the lead agency providesall of the direct services or it may subcontract with
anetwork of provider agencies.

° The Administrative Services Organization (ASO) model arrangement is typified by public
child welfare agency contracting for the administrative and/or management services of a
private entity. The private entity, or ASO, is responsible for a variety of administrative
activitiesincluding billing, reimbursement, M1S network devel opment, technical support and
training. Direct service delivery, however, remains the responsibility of the public child

Magellan Behavioral Health Background 2-10



Hamilton County Managed Care - Magellan Behavioral Health Performance Audit

welfareagency or becomestheresponsibility of another contracted private agency. Asof FY
1998, the ASO model was used in only three managed care arrangements nationwide.

° The Managed Care Organization (MCO) model, used in four child welfare managed care
initiativesin FY 1998, requires a public child welfare agency to establish a contract with a
MCO to administer service delivery through a panel or network of service providers. The
MCO isresponsible for devel oping the network of provider agencies and, in collaboration
withthe public child welfareagency, the M CO arranges, coordinatesand authorizes services.
As compared to the lead agency model, the M CO does not provide direct service delivery to
children or families.

As of FY 1998, the GAO identified the Partnership Team’s contract with Magellan Behavioral
Health (formerly Magellan Public Solutions) in Hamilton County, Ohio asthelargest child welfare
managed careinitiative operating under theM CO model. Chart 2-2 presentsthe managed care/child
welfarerelationship in Hamilton County as of January 1998 which ismost similar to managed care
arrangements in the health care industry.

Magellan Behavioral Health Background 2-11



Hamilton County Managed Care - Magellan Behavioral Health

Performance Audit

Chart 2-2: Organizational Relationship, Magellan and Partnership Team
(MCO moddl)
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Since FY 1998, significant changes have occurred in the organizational relationship between the
Partnership Team, Magellan and its subcontracted agencies. Public Consulting Group, (PCG) a
nationally recognized management consulting firm with experience in designing and implementing
public managed care programs, was initially subcontracted by Magellan to assist the managed care
entity in revenue maximization and claims processing oversight. Asof FY 1998, PCG had assisted
more than a dozen government clientsin revenue maximization efforts, recovering more than $250
million in federal reimbursement. However, PCG’s contract with Magellan is no longer active.
Currently, Magellan is in the process of hiring a consultant to takeover the functions formerly
performed by PCG, specifically maximizing outside revenue and Medicaid funding.

Kandl Data Products (KDP or Kandl) is a computer hardware supplier that was initialy
subcontracted to provide and install Magellan's MIS network, while also providing ongoing
technical support and maintenance for network hardware installations. Kandl has since changed its
name to Panurgy and is currently under contract with Magellan to provide hardware maintenance
services and network administration support. CMHC Systems, Inc. was also subcontracted to
devel op and implement the managed care information system, accompanying software applications
and automated clinical records associated with theinitiative. As of FY 1998, CMHC Systems, Inc.
had implemented provider-based information systems in over 600 sites nationally. The software
supplier provided initial computer training onthe MIS network for the Partnership Team, Magellan
and provider agencies. Currently, CMHC Systems, Inc. remains under contract with Magellan
offering network support services and implementing various software applications.

Green Spring Health Services(GSHS) wasinitially subcontracted by M agellan to manage outpatient
behavioral mental health services avail able through the provider panel. GSHS was also responsible
for credentialing the outpatient behavioral mental health providers within the network. As of FY
1998, GSHS was the third largest behavioral health care management agency in the country,
coordinating servicesfor 13.5 million clients. However, in FY 1999, Magellan purchased GSHSand
assumed the responsibility of administering the outpatient services for the Partnership Team’s
managed care initiative.

Currently, Magellan is operating in contract year three of itsfive-year contract with the Partnership
Team and hasassumed internal performance of theresponsibilitiesformerly subcontracted to Public
Consulting Group and Green Spring Health Services. Magellan assumed the responsibilitiesin an
effort to streamline its operations and reduce costs.

Managed Care Initiatives, National Examples

Nationally, the implementation of managed care in child welfare is arelatively new approach in
serving the needs of identified abused and/or neglected children and their families. This managed
care approach to child welfare hasbeen fueled by adramaticincreasein child welfare casel oads, and
Inturn, rising costs associated with service delivery and administrative oversight. According to the
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United States General Accounting Office (GAQO), most managed care child welfare initiatives are
small inscale, serving targeted populations of children and familiesin alimited number of locations
around the country. The majority of child welfare managed care initiatives have only been in
operation since FY 1996. Only Kansas and Sarasota County, Florida have implemented
comprehensive managed care operations to serve al of the children and familiesinvolved in their
child welfare systems. Asof FY 1998 only 4.0 percent of the nation’s child welfare popul ation was
covered under managed care arrangements operating in 13 states with a total of 36 initiatives
underway.

Based on a GAO survey conducted in March 1998, Table 2-3 presents information on 17 of the 36
ongoing child welfare managed care initiatives nationwide.
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Table 2-3: Ongoing Child Welfare Managed Care I nitiatives, FY 1998 *

Total
L ocation and Project Date of Geographic Clients

Name Implementation Scope Served Covered Population and Child Welfare Program
Kansas, Foster Care,
Privatization? March 1997 Statewide 4,950 | All foster care
Massachusetts, Foster care for adolescents needing group care or
Commonworks January 1997 Statewide 683 | residential treatment
Georgia, Multi-Agency
Team for Children Residential treatment services for severely emotionally
(MATCH) July 1994 Statewide 660 | disturbed children
Tennessee, Continuum of Foster care for older children with moderate to severe
Care Contracts July 1996 Statewide 2,500 | emotional and behavioral problems
Wisconsin, Safety Family preservation services for non-court familiesin
Services Program January 1998 One County 750 | Milwaukee County
Illinois, Performance
Contracting 2 July 1997 One County 23,200 | Relativefoster carein Cook County

Wraparound services for seriously emotionally

Indiana, The Dawn disturbed children served in multiple systemsin Marion
Project May 1997 One County 106 | County
Florida, District 8 All children needing protective services, foster care and
Privatization Pilot January 1997 One County 420 | adoption in Sarasota County
Colorado, Integrated
Managed Partnership for
Adolescent Community Foster care for adolescents needing group care or
Treatment (IMPACT) July 1997 Countywide 270 | residential treatment in Boulder County
Colorado, Child Welfare
Pilot October 1997 Countywide 1,687 | All child welfare servicesin Jefferson County
Colorado, Child Welfare
Pilot 2 January 1998 Countywide 320 | All child welfare servicesin Mesa County
New York, Family Emergency foster care services for childrenin
Support Center Program October 1994 Countywide 155 | Onondaga County
New York, N/A January 1989 Countywide 1,750 | Preventative servicesfor children in Albany County
Wisconsin, Wraparound Wraparound services for at-risk children in need of
Milwaukee June 1996 Countywide 600 | residential treatment in Milwaukee County
Ohio, True Care Outpatient and out-of-home care placement services for
Partnership? November 1997 Countywide 3,220 | children in Hamilton County
Michigan, Interagency Wraparound services for seriously emotionally
Family Preservation disturbed children served in multiple servicesin select
Initiative October 1995 Selected Cities 166 | cities.
Florida, Privatization Foster care and independent living arrangements for
Pilot October 1997 District-wide 318 | adolescentsin District Four

Sour ce: GAO Report, Child Welfare - Early Experiences Implementing a Managed Care Approach
! Information is only provided for initiatives serving 100 or more children and families.

2 Locations with multiple ongoing initiatives
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Theremaining 19 child welfare managed care initiatives, excluded from the preceding table, serve
fewer than 100 children and are primarily implemented on the local level. For example, with the
exception of Hamilton County, three countiesin Ohio haveimplemented child welfaremanaged care
programs serving an average of 22 children each. Asof FY 1998, the mgority of children servedin
managed care settingsincluded childrenin need of mental health services, residential or group home
services. The large number of children served and the multiple managed care initiatives currently
underway in Hamilton County (see Table 2-3) indicates that the Partnership Team and Magellan
(True Care Partnership) isat theforefront of thisrelatively new approach to servicedelivery in child
welfare.

Medicaid, Waivers and Any Willing Provider

Medicaid programs, administered by states and implemented by counties, have increasingly been
converted from traditional to managed care delivery systemsfor the purposes of improving service
quality, client access and cost predictability. Between FY 1993 and 1998, the number of clients
enrolled in Medicaid managed care programs quadrupled, growing from 4.8 million to 16.6 million
enrollees. InFY 1997, approximately 48 percent of the country’ s Medicaid popul ation was enrolled
in managed care delivery systems for physical healthcare. As of December 1999, eleven Medicaid
managed care plans were in operation in the State of Ohio, offering physical healthcare servicesto
Medicaid-eligible clientsin 16 counties. Children Services agencies often provide services for the
same clients receiving health care services under the Medicaid program. The growing number of
Medicaid managed care programs has prompted many child welfare agencies to look towards
managed care to help control rising costs and to help consolidate the often fragmented services
necessary to address the needs of the Children Services population.

AccordingtotheBaanced Budget Act (BBA) of 1997, statesneed to obtain waivers (under authority
of Section 1915(b) or 1115 of the Socia Security Act) from the federal government in order to
implement mandatory managed care plans for Medicaid recipients. A component of the waiver
program was called Medicare + Choice and allowed greater use of managed care among state and
local social serviceMedicare agencies. Thewaiver authority, allowsstatesto waivecertain Medicaid
requirementsfor innovative effortsdesigned to achieve program obj ectives, including managed care
initiatives. Tennessee, Oregon and Hawaii implemented statewide Medicare and Medicaid reforms
under the waiver demonstration projects.

The managed care programs which operate under the authority of 1915(b) or 1115 waivers use
closed systems in which clients may only receive services from providers who are in the managed
carenetwork. Asaresult, theclosed system limits provider choice but increasesthe control managed
care entities have in coordinating service delivery and controlling costs. Cost controls can also be
achieved through the use of a capitation payment system in which MSOs and, in turn, network
providersare prepaid afixed amount for rendered services. According to the GAO report Medicaid
Section 1115 Waivers: Flexible Approach to Approving Demonstrations Could Increase Federal
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Costs, the GAO found that three of the four states evaluated in the report did not maintain cost
neutrality (as required under the demonstration projects) and could actually increase federal
M edicaid expendituresfor statesoperating under al115waiver. Although the State of Ohio hasbeen
granted a 1115 waiver, it has not been implemented and the State does not plan on renewing the
waiver. In Hamilton County, the Partnership Team intended on implementing a capitation payment
system with Magellan, but has chosen to maintain a fee-for-service payment system because its
managed care network is not closed.

In addition to 1115 and 1915(b) waivers, Department of Health and Human Services (HHS) may
establish child welfare demonstrations which waive certain requirementsin Title [V-E (foster care)
funding. The Adoption and Safe FamiliesAct of 1997 gave HHStheauthority toannually grant Title
IV-E waiversfor 10 statesfrom FY 1998 through 2002. In its agreement with Magellan Behavioral
Health, Hamilton County operates under aTitle IV-E waiver for the provision of therapeutic foster
care services and other out-of-home care placement services. However, the majority of available
behavioral mental health services offered to clients, pursuant to the MBH Contract, are funded by
the Community Mental Health M edi caid Program (Community M edi caid Program) and administered
through aseriesof agreementswith entitiessuch asthe Ohio Department of Mental Health (ODMH),
ODJFS, HCDHS and Hamilton County Mental Health Board (MHB). The Partnership Team
members, through Magellan, contracted with mental health provider agencies for the provision of
Medicaid eligible services. The Title IV-E waiver allows HCDHS to merge its Medicaid funding
sources with those of other Partnership Team agencies to fund behavioral health managed care
initiatives, in essencecreating aM edicaid block grant for mental health servicesin Hamilton County.

Because Ohio’s 1115 waiver has not been implemented, Magellan’s provider network can not be
closed. In addition, the Any Willing Provider (AWP) clause of the Social Security Act requires
managed care entities to permit and pay for Medicaid recipients to receive services from any
M edicaid-approved provider of choicewhich increases coststo HCDHS and the Partnership Team.
Except in limited cases, HCDHS does not track costs associated with clients who seek services
outside the network due to the AWP clause and the total annual costs incurred by the Partnership
Team for AWP services is unknown.
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Financial Management and Reporting

Performance Measures

Thefollowingisalist of performance measuresthat was used to conduct the review of the financial
management and reporting component of the contract between Magellan Behavioral Health (MBH)
and the Hamilton County Department of Human Services (HCDHS).

° Evaluate administrative fee billing

° Assesstheappropriateness of thebilling processin comparisonto stipul ations of the contract

° Analyze the claims reconciliation process

° Assess the timeliness of claims entry into the billing system

° Assess the level of service denialsin comparison with contract stipulations

° Assess the implementations of the 15 percent savings plan and the process used to establish
savings

° Evaluate the content and utility of financia reports in comparison with the contract
requirements

° Assess the usage of blended funding
° Analyze the application of Magellan financial performance incentives by HCDHS

Financial Management and Reporting 31



Hamilton County Managed Care - Magellan Behavioral Health Performance Audit

Findings/Commendations/Recommendations

Administrative Fee Billing

F3.1 MBH rendersprovider and care management servicesto the Partnership Team at a budgeted
cost of $3.2 million per year for each year of the contract. This amount consists solely of
administrative costs comprised of the following:

Labor Costs: salaries, benefits, and consultant costs

Variable Expenses:. travel, training, education, repairs, office supplies and other
items

Fixed Expenses: rent, utilities, and amortization costs

Supplemental Costs: project start-up and ongoing MIS costs

Profit: 5.0 percent of expenditures excluding supplemental costs

In 1998, the total amount for claims paid by HCDHS to MBH was $12,459,783. The total
allocation from the county, therefore was approximately $15.6 million. Thisinformation for
subsequent fiscal years has not been calculated. During the first two years of the five-year
contract, MBH billed lower administrative costs than initialy projected. In FY 1998, the
difference between budgeted and actual costswas $580,586 or 19.0 percent and, in FY 1999,
the difference between budgeted and actual costs was costs $317,044 or 10.1 percent.
Generally, budgeted amounts and actual costs should have aminimal variance. Table 3-1
presents the budgeted and actual costs for years one and two of the contract.
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Table 3-1: Actual and Projected Administrative Expenses, FY 1998 and 1999

Year One Year One Variance Year Two Year Two Variance
Projected* Actual $ Projected* Actual $
% %
L abor $1,619,313 $1,061,063 ($558,250) $1,712,496 $1,483,346 ($229,150)
(34.5%) (13.4%)
Variable $450,822 $419,744 ($31,078) $566,759 $547,174 ($19,585)
(6.9%) (3.5%)
Fixed $260,115 $269,753 $9,638 $260,115 $241,796 ($18,319)
3.7% (7.0%)
Pr ofit? $116,512 $116,508 ($4) $126,969 $126,972 $3
n/a® n/a®
Supplemental $611,802 $610,910 ($892) $483,989 $433,996 ($49,993)
(.01%) (10.3%)
Total $3,058,564 $2,477,978 ($580,586) $3,150,328 $2,833,284 ($317,044)
(19.0%) (10.1%)

Sour ce: Magellan budgeting documents
! Projected costs for year one and two are original budget costs.
2Profit is assessed at 5.0 percent of labor, variable and fixed costs expenditures.

3n/a- negligible

The significant differencesin Table 3-1 are discussed below.

Labor costsfor FY 1998 and FY 1999 were under budget: In FY 1998, labor costs
were under budget by approximately 34.5 percent due to staffing vacancies of 5.48
FTE’s. Inaddition, MBH acquired Green Springs Consultants, which waspreviously
included as alabor expense.

Variable costs for FY 1998 and FY 1999 were under budget: For FY 1998 and FY
1999, variable costs were under budget 6.9 percent and 3.5 percent, respectively, due
to lower than expected costs for overtime, education and seminars, printing and
copying, and tel ephone expenses.

Fixed costs exceeded budgeted amounts in FY 1998 and were under budget for FY
1999: In FY 1998, rent costs exceeded the original budgeted amount. For FY 1999,
another increase in rent expenses was offset by a significant decrease in taxes and
Insurance costs.

Profit costsfor FY 1998 and 1999 did not experience significant fluctuations: Profit
Isassessed at 5.0 percent of |abor, variable and fixed cost expenditures. Whilethese
areas were under budget, the profit expense charged did not fluctuate accordingly.
MBH representatives stated that the 5.0 percent profit cost as based on the project
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budget and would not reflect cost savings, although thisissuesisnot addressed in the
contract. HCDHS representatives concurred that the 5.0 percent profit cost would not
deviate from project budget amounts during the contract period.

Supplemental costs for FY 1999 were under budget: For FY 1999, supplemental
costs were under budget by approximately 11.5 percent due to decreased software
expenses.

Budget variances should not exceed an established minimal amount. Thiswill prevent both

overspending and potential overestimation of resource needs.

pu)
w
-

Because wide variances in budgeted versus actual amounts have not been reconciled,
HCDHS and MBH may overestimate resource needsin some areas. An established minimal

variance would help MBH and HCDHS fiscal staff better forecast total contract costs and
maintain control over expenditures.

F3.2 The project budget has been amended twice since the inception of the contract, once in
September 1999 and again in July 2000. Budget amendments to the contract are allowable
with agreement from each party and became necessary to reflect lower levels of spending.
Table 3-2 contrasts the budget amendments for Sept. 1999 and July 2000 with the original
budget from Oct. 1997.

Table 3-2: Administrative Expense Budget Amendments

Original Budget Budget Amendment Variance Budget Variance
October 1997 September 1999 1997 vs.1999 Amendment 1997 vs. 2000
$ July 2000 $
% %
Labor $8,727,635 $8,461,674 ($265,961) $8,121,471 ($606,164)
(3.0%) (6.9%)
Variable $2,812,823 $2,926,419 $113,596 $2,844,018 $31,195
4.0% 1.1%
Fixed $1,300,575 $1,448,740 $148,165 $1,527,807 $227,232
11.4% 17.5%
Profit* $642,679 $642,679 $0 $642,678 ($1)
n/a n/a
Supplemental $2,547,758 $2,487,746 ($60,012) $2,436,873 ($110,885)
(2.4%) (4.4%)
Total $16,031,470 $15,967,258 ($64,212) $15,572,846 ($458,624)
(0.4%) (2.9%)
Sour ce: Project budget and Magellan budget amendments.
! Profit is assessed at 5 percent of total expenses (labor, variable, fixed)
3-4
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Although MBH and HCDHS amended the budget to reduce variances, the differences
between projected amounts (Table 3-1), amended amounts (Table 3-2), and actual
expendituresremainshigh. HCDHS and MBH appear to be unableto accurately project the
future costs of the project. While underspending budgeted amountsis generally considered
apositive attribute, unspent funds also indicate aweak correlation between the budget and
strategic plans. Thelegal level of appropriation of the contract should be reviewed to create
amore direct flow from the governing authority to MBH leadership.

The current process to amend the contract is not conducive to regulating budget amounts.
Severa County offices, including the Prosecutor’ s Office and the Commissioner’ s Office,
are included in the amendment process. The unprecedented nature of the contract and the
limited past expenditure history necessitates budget revisions. Accordingly, efforts should
be made to ensure that the budget amendment processif facilitated by an appropriate legal
level of approval.

R3.2 HCDHS has been hesitant to amend the contract because of the cumbersome amendment
process. The amendment process should follow the process used to approve the original
contract. While the standard approval process must be used for contract amendments and
changes, The Partnership Team should develop a system to expedite amendments dueto the
unique nature of the contract.

F3.3 Table 3-3 shows forecasted administrative expenses for MBH during the remaining three
years of the contract, based on the identified budget variance experienced in the first two
years of the contract.

Table 3-3: Forecasted Administrative Expenses
Year 3 Year 3 Variance Year 4 Year 4 Variance Year 5 Year 5 Variance
Budgeted Projected * $ Budgeted Projected * $ Budgeted Projected * $
$3,214,195 $2,748,137 ($466,058) | $3,476,766 $2,972,635 ($504,131) | $3,570,623 | $3,052,883 ($517,740)

Sour ce. Magellan Budgeting Documents
! Projected expenses are based on the average of FY 1998 and 1999 actual variances from budgeted expenses.

The trend established in the first two contract years is an average variance of 14.5 percent.
Applying the average of the variancesfrom budgeted to actual expensesfor FY 1998 and FY
1999, (14.5 percent), the forecasted MBH budget would be approximately $8.8 million for
thethree-year period. Thisamount is$1.5 million under original project budget amountsfor
the remaining three-year period.

3.

w

The Partnership Team should require M BH to devel op annual strategic planning documents,
which should correl ate planned annual activitieswith required resources. Theannual budget
should be based on planned activities and shoul d be amended as needed throughout the year.
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HCDHS and the Partnership Team members should continue to include a proposed budget
in future Request for Proposals (RFPs), but should plan to amend the contracts based on the
actual resources used by the contracted management services organization (MSO). Tying
the budget to annual plans will provide a greater level of stability within the budgeting
process and should reduce the level of variances experienced by the Partnership Team and
the MSO.

The Partnership Team should continue providing MBH with a fixed profit amount for its
services but the fixed amount should not be directly tied to the dollar amounts included in
the contract budget. The fixed profit amount should be articulated in the contract under
compensation. In addition, the Partnership Team should include incentives for improved
economy and efficiency. MBH does not currently benefit from economizing or budgetary
revisions, athough Magellan has provided cost savingswhen compared to expected financia
outlays. Basing MBH’ s profit on afixed amount, coupled with a performance incentive for
planning, budgeting and expenditure reductions, would improve financial coordination,
maintain MBH’ s incentive to perform efficiently, and potentially result in additional cost
savings to the Partnership Team.

Claims Processing

F3.4 Service providers are responsible for administering the level of care (LOC) to clients as
directed by HCDHSand Magellan. Serviceprovidersenter all required client encounter data
into the Managed Care Information System (MCIS) within ten working days of the date on
which such servicesand carearerendered. Therequired encounter information includesthe
following:

Date the service was provided,
Time the service was rendered;
Duration of the provided services;
Applicable service code(s); and
Authorization number.

MBH staff has the responsibility of data entry, which includes authorization numbers and
service codes into the CMHC information system. The MBH Information Systems
Department runsa nightly production job which compares the data entered into the CMHC
systemto the encounter dataentered into the M CISby the service providers. Thenightly job
electronically imprints authorization numbers, corresponding service code(s) and units
authorized by MBH intake care managers and HCDHS to a designated provider. This
electronic imprint serves as pre-authorization enabling the service provider to enter claims
only for a particular client, type of service and at a certain rate. Claims without prior
authorization or which lack required data are considered to be in pending or denied status.
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F3.5

MBH advises providersof aclaimin denied or pending status within 24 hours. Claimswith
prior authorization and sufficient information are considered clean and will be paid.

HCDHS, MBH and the providersusethe Multiple Agency Community ServicesInformation
Systems (MACSIS) to process Medicaid eligible claims. MACSIS is Ohio's statewide
processing system for Medicaid claims, which enables HCDHS to monitor state and local
funds, and private funds available for client clam reimbursement. MACSIS is a
client-centered system designed to capture information at the client level and link the
information to the responsiblelocal government board. INnMACSIS, each local government
board is set up asacompany. When the claims datais received from an agency, itislinked
to aboard viathe Universal Client Identifier (UCI) and benefit plan. MACSIS will extract
Community Medicaid claims and forward them to the Ohio Department of Job and Family
Services (ODJFS) for determination of the Federal Financia Participation (FFP) payment.
In cases where the client is Medicaid eligible, all applicable services should be billed to
Medicaid.

Service providers can submit Medicaid and non-Medicaid claims to MBH for processing.
Only Medicaid approved service providers are able to provide and bhill for Medicaid
reimbursable services. These claims are submitted electronically to MACSIS, and then
forwarded on to the Ohio Department of Mental Health (ODMH). Non-Medicaid claimsare
referred to as True Care claims, and are paid for by the True Care Partnership.

The CHMC computer system connectsHCDHS, MBH and the providers. Each of thethree
parties has varying capabilities within the system. The automated billing process is one
component of thetotal system. MBH and the providers have accessto the billing subsystem
for entering information. DHS has access only to view information. MBH enters
preauthorizations for services detailing the client name, provider, and units of services
authorized. Providers enter claimsin the system throughout the month. Each night, these
systems batch together claims entered by providers that match authorizations entered by
MBH and the batches are marked for payment. If aclaim does not match the authorization,
the claim is pending or denied.

In order for a provider to receive payment for services rendered during the month, the
provider has until the tenth of the following month to enter claims. After the tenth of a
month, the provider cannot enter any old claims until the first of the following month. For
example, the provider has until July 10 to input June claims. After July 10, June claims
cannot be entered until August 1. Claims for the current month can be entered anytime
during that month. The provider must obtain initial authorization from MBH in order to
render servicesfor reimbursement. Currently, the MBH care manager faxes or mailsacopy
of the authorization with supporting materials to the provider. In order to monitor services
provided and to ensure that the services provided are medically necessary for the client, the
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preauthorization of services is a required and necessary process. Also, authorization of
services enables HCDHS to manage the cost of care provided to its clients.

Currently, the service providersmust submit aConcurrent Clinical Service Request (CCSR)
for re-authorization of continuing services for existing clients. This process, designed by
MBH, ensuresthat continued careis medically appropriate and approved by clinical staff at
MBH. The CCSR processfor re-authorization of serviceshasreduced the number of claims
labeled as denied or pending by MBH. By reducing the number of claimswhich are denied
and/or pending, the actual cost of providing services will more closely follow the date of
service. Table 3-4 reflects the decrease in denied claims through implementation of the
CCSR in May 2000.

Table 3-4: Number of Claims Denied ,Y ear 2000

Month Denied Total Billed Total Denied Per centage Decrease
January $1,663,878 $256,929 19.0%
February $1,540,332 $228,545 18.0%

March $1,782,524 $384,037 28.0%
April $1,592,698 $250,854 19.0%
May $1,690,776 $154,872 10.0%
June $1,594,169 $144,980 10.0%
July $1,594,375 $104,574 7.0%
August $1,519,633 $82,180 6.0%
September $1,143,170 $94,813 9.0%

Sour ce: Magellan Claims Processing Department
Other savings experienced by MBH include the following:

° The elimination of two temporary billing positions created primarily for work on
claims appeals has led to a savings of $19,200 over a six-month period

° Approximately 100 labor hours per month, based on 500 CCSR’s processed and
approximately 10-15 minutes saved per request

° The payment of less overtime for regular FTE’s, and approximately 1100 hours of
saved time for billing and clinical staff, as well as for management for the 7,000
claims processed over the course of six months (June- Dec. 2000)

C3.1 Byimplementing the CCSR processin May 2000 for re-authorization of continued services
for existing clients, MBH has reduced the number of claims being denied due to
unauthorized claim statusfrom ahigh of 28.0 percent in March 2000, to alow of 6.0 percent
in August 2000. HCDHS required the service providers to complete and return the CCSR
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form beginning May 1, 2000. Beginning August 1, 2000, MBH required the CCSR form to
be filed electronically, thereby reducing the time required to process the authorization
reguest. By filing the CCSR electronically, MBH and HCDHS case workers are able to
access clinical information regarding current and past clientswith relative ease. Table 3-5
shows further analysis of the reduction of claims experienced by MBH.

Table 3-5 CCSR Claims Denial Rates

FY 1999 Jan. - May 2000 June - Dec. 2000

Denied for No Prior 21,376 13,683 7,433
Authorization®
Total Approved 174,980 82,143 111,798
Claims
Total Claims 205,915 102,503 120,766
Processed
Percent Denied vs. 10.3% 13.3% 6.1%
Total Claims
Processed

Source: MBH

t Thesefigures represent original denied claims and do not represent the current status of aclaim, i.e., aclaim that had
been denied could currently be in a paid status

R3.4

In order to reduce the number of claims being labeled as denied or pending, the service
providers should be made aware of any changein Medicaid eligibility status. Onamonthly
basis, MBH should supply the service providers alist of Medicaid eligible client numbers
with the corresponding beginning and end datesof Medicaid eligibility for each client. MBH
should suggest that providers obtain the requisite T-1 or fiber optic level of connectivity for
downloading the MACSIS reports and ensuring front-end Medicaid eligibility of clients.

By verifying Medicaid eligibility of clients on the front end of claim submission, MBH will
reduce the amount of administrative time spent on adjudicating claims through the appeal
process. Service provider verification of Medicaid eligibility before clam submission to
MBH will reduce the number of claimsin denied status. By reducing the number of claims
in denied status, the provider will also spend less time adjudicating the denied claims.

The Ohio Department of Administrative Services (ODAS) should assist MBH by providing
training on the entire Medicaid Management Information System (MMIS) software suite, in
order to minimize or eventually eliminate the manual review of Medicaid claims. ODAS
consultationto either useMMISor to purchase another software application to thisend could
result in a savings of between 90 to 120 work hours per month, which could be allocated to
other tasks.
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Currently, the service providers can submit claims to MBH for processing up to one year
after the date of service. MBH doesnot have an incentive or disincentive plan, which would
prompt providersto submit claimsfor processing in amoretimely manner, nor istherelegal
support outside of the contract to fortify MBH’s insistence for the timely submission of
claims. The contract between the service providers and MBH does not have language to
requireserviceprovidersto submit claimsfor processinginatimely fashion. Becauseservice
providers can submit Medicaid claims for processing at any time during the 12 months
following the date of service, and have been alowed to submit claims over 2 years old,
HCDHS is not aware of the true dollar cost of incurred services, not yet submitted for
payment. Without a deadline for clam submission, the time required to adjudicate
discrepancies between the service providers and MBH increases, as the time frame to
investigate could potentially be one year or more prior to the current date.

MBH should develop policies and procedures within the Administrative Manual requiring
service providers to submit claims for reimbursement in amore timely manner. In order to
expedite thefiling of claims by the service providers, MBH should consider narrowing the
timeallowed to submit Medicaid claimsto the MBH system from one year to three months
after the date of service. Medicaid claims that are not submitted to MBH within the time
frame and then are subsequently denied by Medicaid should not be paid by MBH. Also,
HCDHS should consider penalizing service providers for non-Medicaid claims submitted
beyond thethree-month deadline. A dliding percentage scalefinancial penalty could be used
to discourage late submission of claims.

Furthermore, HCDHS should require MBH to provide amonthly report detailing the dollar
valueof claimsfor servicesthat have been rendered, but remain unpaid. Thelssued But Not
Received Report (IBNR), is currently produced by client only on a quarterly basis. The
IBNR should be produced asamonthly summary on an aggregatelevel for providersaswell
as for clients. HCDHS should determine the format in which this information should be
presented to ensure reliability and usefulness. By having the dollar value of unpaid claims
provided on a monthly basis as a component of current management reports, HCDHS will
be able to better project their current liability.

The MACSIS system is extensively used to monitor the Medicaid eligibility of clients.
MACSIShastheability to automatically updatetheclient’ sMedicaid eigibility information.
Monitoring the correct eligibility statusof clientsisasignificant problem encountered by the
service providers and MBH. Providers must check to determine if clients are covered for
Medicaid services. Often, providershill for servicesto state or local funds when Medicaid
fundswereavailablefor theclient, which increases coststo HCDHS. By maintaining current
Medicaid eligibility data, MACSIS can help maximize Medicaid reimbursement, which in
turn allows for better use of state and local funds.
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F3.9

HCDHS and MBH should consider developing an incentive or disincentive system to
encourage providers to bill to Medicaid. The brief time required to check Medicaid
eigibility would be offset by decreased total coststo DHS. Additional information on the
use of MACSIS can be found in F3.5.

Three possible scenarios currently exist which may result in service providersreceiving an
overpayment for rendered services. Thefollowing three scenarios have been documented as
occurring during the contract period and include:

° Service providers billing Medicaid directly;

° Service providers billing bundled or all-inclusive rates; and
° Serviceprovidershilling for serviceswith the samedate of serviceindifferent billing
cycles.

Each of the conditions listed above can cause an excessive transfer of funds from HCDHS
to MBH for provider services. During FY 1998, an independent audit determined that
MBH made overpayments to service providers totaling approximately $265,000. This
amount is 2.1 percent of the total amount paid by DHSto Magellan, $12,459,783, and was
withheld from the following fiscal period’ s budget allocation. The FY 1999 reconciliation
isin progress.

Approved Medicaid service providers can submit Medicaid eligible clams to MBH for
processing each month. When entering claims information, the providers can submit a
bundled or all-inclusive fee for Medicaid eligible services which may be used to also cover
the per diem rate. A bundled or al-inclusive fee includes charges for services such as
psychiatric counseling and therapy. Bundled servicefeelineitemsarenot presented in such
away asto allow for easy scrutiny. Fee packages of this nature should permit reviewersto
analyzethe detail of each service provided and if necessary, generate documentation to this
effect. Bundled service fees were originaly negotiated between MBH and the service
providers to maximize Medicaid funding and limit local liability.

During FY 1998 and through June 1999, service providers were billing MBH a Medicaid
bundled or al-inclusive service fee and were billing the Hamilton County Community
Mental Health Board (Mental Health Board) directly for out-of-home care charges. The
billing arrangement caused the service providers to be paid twice for the out-of-home care
charges: one payment was made from the Mental Health Board and an additional payment
was made from MBH. This type of error can still occur; however, MBH has developed a
control feature to reduce the probability of this fault by performing a post-edit of paid
Medicaid claims.
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F3.10

BeginningonJuly 1, 1999, Medicaid claimswere submitted from MBH tothe Mental Health
Board. The Mental Health Board began performing pre-editsto monitor for duplicate claim
checks prior to sending the claim fileto MACSIS at the state level for Medicaid processing.
The State sends afileto Mental Health Board identifying which claims can be successfully
paid and which claims have been denied or rejected. Mental Health Board pays 100 percent
of aclaim that MACSIS deems payable. A receipt of payment from Medicaid, called an
ERA, issubmitted to Mental Health Board. Mental Health Board forwardsthe ERA to MBH
showing only Medicaid claims pertaining to MBH clients. The Mental Health Board then
pays the County agency responsible for each Medicaid eligible claim. The Mental Health
Board later receives reimbursement from ODJFS for Medicaid eligible claims. After the
Mental Health Board pays the Medicaid claims, MBH reconciles their Medicaid claimsto
the ERA. The post-edit is performed to ensure that only clients of HCDHS are allowed to
access funds designated for them and that duplicate payments made to providers are
prevented.

Service providers have billed MBH for Medicaid eligible services with the same date of
service (DOS) rendered to an existing client in different billing cycles causing an
overpayment to occur. Service providerssometimes submit all-inclusive or bundled service
fee claims in one hilling cycle and then submit a Medicaid reimbursable claim using a
regular outpatient service fee code in a different billing cycle. MBH reimburses the all
inclusive or bundled fee and also submits payment for the Medicaid match portion.

Although MBH hastheresponsibility to detect M edicaid duplicate billing, system short falls
and the complexity of the Medicaid claims processing practices, make monitoring of
overpayment difficult. HCDHS and Medicaid may both render payment for an individual
service more than once, resulting in an overpayment to service providers. According to the
Health Care Financing Administration (HCFA), “the bundled rate methodologies do not
produce sufficient documentation of accurate and reasonable payments, and may result in
higher payments than would be reasonable on a fee-for-service basis for each individual
service and thus do not meet the statutory intent of thelaw.” Furthermore, 8 1902 (a)(30)(A)
of the Social Security Act, requires that states have methods and procedures to assure
payments are consistent with efficiency, economy, and quality of care. Bundled rates
submitted and paid without supporting lineitem detail are not consi stent with economy since
the rate does not accurately reflect true costs and services provided can not be determined.
Thebundled rate methodol ogy isinconsi stent with efficiency, sinceit can require additional
time to adjudicate claim(s) and complete reconciliations.

MBH can provide HCDHS with a detailed report listing line items in each bundled fee for
each client. HCDHS management stated that claimsreportswere originally preparedinthis
manner, but the volume of information involved eventually overloaded the HCDHS Oracle
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database system. HCDHS does not perform sample reconciliations between line itemsin
bundled charges and itemized services.

HCDHS should perform sample testing of the line item detail of bundled charges on a
regular, periodic basis. The financial monitor (see R3.14) should be responsible for
correlating bundled charges with line items for units of service provided. Sample testing
should be performed on each provider at least annually to ensure that additional ineligible
costs have not been included in bundled rates. By examining only the bundled service fee,
MBH and HCDHS lose the detail to support each of the services provided. Also, the
reconciliation of servicesprovided to Magellan payment disbursements can becomedifficult
because HCDHS does not have a documented audit trail of provided services. Service
providers also have the ability to circumvent the system, leading to excessive payments
rendered by HCDHS. Sampletesting should be sufficient to determineif ineligible charges
have been included in the bundled rates. If HCDHS determines that ineligible charges are
frequently included, then HCDHS should require that the service providers submit claims
for each individual service code provided, not in a bundled format.

MBH hasthe capability to edit claim submissionsfor Medicaid eligible claimswith the same
DOS to the same client submitted in the same billing cycle. MBH manipulates the claim
information from the service providers, in order to compare the dates of service
corresponding to the service codes to the client’ s identification number, thereby, allowing
MBH to document services provided to a client which may already be included within the
bundled service fee. MBH nets the bundled fee with the individual service feeto arrive at
thetotal servicefeeto be processed and paid. However, if the bundled servicefeeisentered
by the service provider in adifferent billing cyclethan theindividual servicefee code, MBH
is unable to detect duplicate services. Currently, MBH is developing a process of system
edits to ensure that Medicaid eligible claims submitted for payment in different billing
cycles, with the same DOS, and with the same client will not result in overpayment.

HCDHS requires service providers to use a specia code when submitting bundled service
fees, linking that code to an all-inclusive rate. Use of the special code by the service
providersensuresthat any therapeutic chargesare deducted from the bundled servicefeeand
billed to Medicaid. Any per diem fee above therapeutic chargesis paid by MBH.

Thefirst year of the contract, FY 1998, was exploratory for the participantsin this contract.
Because of the unique nature of this contract, comparable results from like arrangements
were unavailable to HCDHS and MBH. MBH is aso working with the Mental Health
Board to receive admittance advice in atimely manner, which will aid in the reconciliation
of possible overpayments. In an effort to ensurethat Medicaid overpaymentsare minimized,
MBH has begun to develop a Medicaid reconciliation process and format. The
reconciliation processand formatsarebeing presented to providersat provider user meetings.
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It appearsthat MBH hasused best efforts, asrequired by the contract, to ensurethat duplicate
payments are minimized and investigated. MBH is also required to ensure that any
overpayment for services are investigated and recovered. MBH has recognized that the
potential to submit claimsfor duplicate payment on Medicaid eligible servicesexistsand has
begun development of anovel duplicate claims reconciliation software package. MBH has
guantified the amount of overpayment rendered dueto this complex billing practice and has
presented the overpayment cal culationsto HCDHS and the service providers for comments
and final reconciliation of the FY 1998 contract period.

In order to avoid a material amount of overpayments due to the payment of duplicate
Medicaid eligible services, HCDHS should make every effort to actively participate in the
development of the Medicaid reconciliation processes. Due to the extensive effort required
to implement MACSIS, MBH has fallen behind in regards to reconciling paid Medicaid
claims. HCDHS should coordinate the efforts between MBH, the Mental Health Board and
the service providers in order to develop a management action plan ensuring that
overpaymentsdueto Medicaid eligible claimsare minimized inthefuture. The coordination
of efforts by HCDHS could include the following:

° Appoint a joint effort committee with representatives from all involved parties
inclusive of HCDHS to discuss Medicaid overpayments and other difficulties
encountered;

° Enforce mandatory monthly meetings to discuss the current condition; and

° Commission a study in an effort to understand how other government agencies

address similar issues.

Also, MBH should devel op system edits and/or required proceduresto ensure that duplicate
payments for Medicaid eligible services are not processed and reimbursed twice. HCDHS
should require MBH to ensure that a duplicate claim edit exists at time of service provider
dataentry. Thisedit should flag or alert the service provider that aduplicate claim line may
have been entered preventing further processing of the claim in question. The flag should
not bereleased until an appointed service provider representative manually releasestheflag.
Thisinternal control would require the service provider to investigate the possible duplicate
before submitting aclaim to MBH.

MBH claims processing should devel op a more sophisticated duplicate claims system edit
in the CMHC system. The edits should be designed to review service provider submitted
claims for duplicate billings occurring in bundled and itemized claims from the same or
different billing cycleswith the samedate of servicetothesameclient. Thiseditlevel would
further decrease the possibility of overpayment for duplicate claims.
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The current processfor claim editing is a staff of 4 MBH personnel with average sal aries of
$25,000 each spending approximately 7.5 hours a day, 3 to 4 days a month to manually
review all submitted claimsto ensure that no duplicate claims are processed. The Recipient
Eligibility Subsystem Key Panel within MMIS allowsfor each client to be filtered by name
to determine payment history. This equates to an amount of labor hours between 90 to 120
hours, with an associated monthly payroll cost between $1,080 and $1,440. Further, the
Claims Processing Department has received limited training on only a minimal number of
applications within the MMIS software package.

Finally, MBH should pursue a comprehensive training program in order to fully maximize
the potential of existing software. The savings to be captured from automating current
manual procedures presents expenditures for further training in a cost-beneficial light, and
can serve as an impetus for implementing more technology in daily tasks.

F3.12 Magellan does not conduct amonthly overpayment analysisfor each participating provider.
The contract states that, “MBH will diligently pursue all reasonable means of recovering
such overpayment.” Currently, Magellan conducts an annual overpayment reconciliation
which has not been completed in atimely manner. The overpayment reconciliation takes
several monthsto complete and investigate in order to adjudicate any existing discrepancies.
The reconciliation for FY 1999 overpayments to providers has not yet been finalized. In
general, annua reconciliation processes should be completed within three months of the
close of the contract year. By paying for servicestwice or paying morefor servicesthan the
required fee, HCDHS isnot correctly capturing the actual monthly cost of servicefees. Also,
HCDHS is not receiving reimbursement for overpayments in a timely manner. The lost
HCDHS cash flow could be used for other programs or for investing activities.

F3.13 If MBH denies payment of any properly submitted claim, in whole or in part, MBH will
provide the contract provider an explanation for the denial, a description of the information
required to perfect the claim, an explanation of why the required materials are necessary and
a description of the steps to be taken if the provider wishes to submit the claim for review.
Denial of aclaim can result from the following conditions:

Clients not enrolled in the plan;

Services not authorized;

Services not in scope of work;

Providers not approved;

Service units provided exceeding authorized units;

Progress notes and treatment plans excluded,;

Service treatment plans not meeting current clinical protocol; and
Claims submissions duplicated.
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A service provider first becomes aware of adenied claim upon receipt of the monthly EOB.
The EOB is sent to each provider by MBH and represents the reconciliation between
submitted claimsand total claimsreimbursed to the provider. Thisreport detailseach claim
line submitted by the provider to MBH, the client’ sidentification number, the cost per unit
for each service rendered and the total amount for each provided service. The EOB also
documents the payment or denial of aclaim. MBH indicates the reason for each denial,
enabling the service provider to investigate and correct any errors.

If aclaim submitted by a service provider is missing any of the required client or provider
information, the claim will be placed in apending or denied status. This triggers the denial
status of aclaim reported on the monthly EOB. MBH providesthe required information in
order to update the claim for procesing to each provider by fax or by mail. Service providers
are given the opportunity to correct any errors and resubmit the denied claims for payment.

F3.14 According to the True Care Provider Manual, service providers have the option of refuting

aMBH claimdenia based upon technical medical protocol through awritten appeal process.
Theinternal written appeal processgives providerstheability to correct non-clinical denials
of claims. The internal process gives the provider 60 days from date of denial notice to
respond. The response from the provider should include the original claim, information
noting the denial, member’s medical records and a description of the basis for appeal.
Within 60 days of receipt of the appeal request, MBH must review theinformation submitted
by the provider and respond back to the provider that the denial is either upheld or
overturned.
Service providers also have the option of refuting a MBH claim denial for clinical reasons
through a written appeal process. Within 30 days of receipt of the denial notification, the
service provider may request an external appeal in order to refute the denial of aclaim due
toclinical reasons. Anindependent clinician, alongwith aclaimsprocessor, will review the
appeal and respond to the provider within 30 days of MBH receipt of thewritten appeal. The
decision of the MBH claims processor and the independent clinician is final. No further
means of appeal avenues currently exist.

MBH is currently in the process of appealing administrative claims from FY 1999. The
implementation of the CCSR report in May 2000 has prevented many of the dataentry errors
of required information that have caused clam denias (see F3.4). Claims should be
adjudicated and resol ved within the stipul ated timelines expressed in the True Care Manual .
The prolonged adjudication of disputed claimsprevents MBH from effectively managingits
current workload of claims and may lead to a possible disruption in services provided to
clients.

3.

©

Claims submitted after May 2000, if appeal ed, should be resolved within the timely manner
provided for inthe True Care Partnership Manual. Languagein the contract and policiesand

Financial Management and Reporting 3-16



Hamilton County Managed Care - Magellan Behavioral Health Performance Audit

procedures should reflect this as well. The CCSR, as an element of claims processing,

precludes lengthy claims appeals, and as such, claim appeal s which extend beyond contract
stipulations should be systematically denied.

Financial Reporting

F3.15 Asestablished by thecontract, MBH isrequired to supply HCDHSwith avariety of financial
reportswhich can be utilized by HCDHSto monitor and manage the overall contract. Table

3-6illustratesthe contract required reports, completion status, and if the contract reportshave
been forwarded to HCDHS.
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Table 3-6: Contract Required Financial Reports

report
paid to

the percentage of placement dollars
providers

Provided to HCDHS
Report Required by Contract Completed by MBH Report Title
Financial Monitoring Plan
(A-H arerequired elements)
A. Track contract cost YES YES
Monthly Administrative Invoice
Monthly Service Cost Invoice
B. Reconciliation of payments to YES YES
Providers Monthly explanation of
benefits
C. Reconcile receipts to service payments YES NO
Monthly Bank Reconciliation
D. Monitor authorized claims not yet paid YES NO
HCDHS terminated distribution
E. Monitor provider service activities & NO NO

(HCDHS terminated distribution)

F. Assist HCDHS to develop financial
goals, benchmarks and payment rates

YES - During Initial contract set-up and
during partnership team meetings. Note: no
written minutes of the partnership meetings
have been recorded.

This contract requirement is obtained
verbally, no hard copy report is forwarded to
HCDHS. We do suggest that minutes of all
partnership meetings are recorded and filed.

G. Develop action plans to address
providersin financial problems

Written plans have not been developed.
However, MBH has provided advances to
trouble providers. MBH has also performed
business practices reviews on troubled
providers.

This contract requirement is obtained
verbally, no hard copy report is forwarded to
HCDHS. We do suggest that minutes of all
partnership meetings are recorded and filed.

H. Project Future Service Costs

YES - Duringinitial contract set-up and
during Partnership meetings. Note: Nowritten
minutes exists.

This contract requirement is obtained
verbally, no hard copy report is forwarded to
HCDHS. We do suggest that minutes of all
partnership meetings are recorded and filed.

Monthly Summary Report
(A-D arerequired elements for each
service provider)

Monthly Admin. Cost Invoice

A. Overall expenditures NO NO
B. Services authorized NO NO
C. Number of placements NO NO
D. Per capita cost NO NO
Monthly receipts of MPS YES YES
Monthly Service Cost Invoice

Monthly disbur sements YES YES
Monthly Service Cost Invoice

Monthly administrative fees YES YES

Sour ce: Magellan Contract
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Magellan provides monthly invoicesto HCDHS detailing the total service cost incurred by
all contracting service providers, and the total administrative cost incurred by Magellan to
facilitate the contract. Service costs represent the cost of services rendered by providersto
clients. Upon receipt of the invoice for both service and administrative costs, HCDHS
performs a cursory review of the service cost and administrative costs to determine if the
totals appear reasonable. Providers do not perform regular reconciliations. The average
monthly service cost and administrative cost are $1.2 to $1.4 million and $180,000 to
$200,000, respectively. These monthly costsare material to Hamilton County because of the
large dollar amounts and warrant adetailed review by HCDHS personnel ensuring that they
are reasonable and accurate.

A
w
=
o

MBH should require each service provider to perform amonthly reconciliation betweentotal
claims billed and total payment received from MBH by including this provision as part of
policies and procedures in the Administrative Manual. HCDHS should also require
Magellan to submit reconciliations for each service provider and the corresponding
explanation of benefits on amonthly basis. The reconciliations from each service provider
and from Magellan should be sent directly to the HCDHS contract financial monitor (see
R3.14). Thefinancia monitor should review reconciliationsfrom both MBH and the service
providers for the following standards:

° Mathematical Accuracy;
° Comparable service costs to current trends; and
° Comparable number of denied claimsto current trends.

HCDHS should review several claim lines from each service provider to ensure that the
serviceshilled are servicescurrently rendered by the service provider, and that the cost of the
individual serviceis accurate.

After reviewing the service provider and MBH monthly reconciliations for the above
suggested areas, HCDHS should ensure that the total claims submitted for each service
provider, less adjustments for denied or pending claims, agrees with the monthly summary
invoice, the explanation of benefits and the reconciliation from MBH. A suggested format
for the monthly reconciliation is shown in Table 3-7.
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Table 3-7 : Sample Reconciliation For mat

Provider X, Reconciliation of Claims Paid for the Month Ended August, 2000
Total Billed claims for August $65,000
Less: Claims Denied - No Authorization (% 5,000)
Claims Denied - Duplicate Submission (% 1,000)
Claims Denied - Invalid Client ID ($500)
Total - Claims Less Adjustments $58,500
(Total reimbursement from Magellan)

F3.16

The financial monitor should also complete a monthly review of administrative expenses
charged by MBH. Thisreview would ensure that thetotal administrative expense appearing
on the monthly invoice is reasonable, accurate, actual, and that no individual line item
exceeds the budget by more than 10 percent. If any line item exceeds the budget by more
than ten percent, an explanation of variances documenting the reason(s) for those
occurrences should be on file. By performing a monthly review of the administrative
expense cost, HCDHS would obtain a general understanding of the administrative cost
ensuring that the monthly administrative expense is reasonable, accurate and actual. Upon
receipt of the administrative invoice, HCDHS should review the following points:

° The mathematical accuracy of administrative expenses charged;

° The percentage variance between budget and actual, ensuring that no singlelineitem
exceeds the budget by more than 10.0 percent;

° The correlation between expenselineitems and original invoices and requesting that

MBH forward copies in support of the monthly line items appearing in the
administrative expense; and

° The documentation of any alocation methodologies used by MBH to charge
HCDHS a portion of any incurred expenses. Once the understanding of allocation
methods is gained and documented, HCDHS should randomly verify these
allocations.

MBH provides each service provider with an explanation of benefits on a monthly basis.
The explanation of benefits details each claim submitted by the service provider and
indicates if each claim has been either denied or paid. The explanation of benefits is the
current tool used by MBH to reconcile claims submitted to the transfer of funds to each
service provider and is also used by service providers to adjudicate denied claims. The
explanation of benefits provides the following information:

° Client I.D. number;
° Date of service;
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F3.17

Service code;

Funding source (Medicaid, private insurance or 100 percent True Care claims);
Authorization number;

Authorized units;

Dollar amount paid; and

Status of claims, either paid or denied.

The explanation of benefits provides the above information by client and is sorted by date
of service. The explanation of benefits sumsthe dollar value of paid claims and represents
the admittance advice to the service providers. The Current Y ear Cost is comprised of the
total of all expendituresfor covered servicesfor the period plus Medicaid overpayments. As
Medicaid overpayment amounts rise, so does the adjusted current year cost, and inversely,
the cost savings percentage.

HCDHS should require MBH to change the current format of the explanation of benefitsto
include additional detail corresponding to the denial reason(s) of denied claims. An
electronic version of the explanation of benefits should be forwarded to each of the service
providers, and an explanation of benefits and denialsif applicable, should be provided to
HCDHS. In order to improve the format of the explanation of benefits, the following
information should be included:

° All services corresponding to a single client should be grouped together;
° A sub-total by client should be added; and
° A field should be added to indicate when a re-authorization of servicesis required.

Inorder toimprovethe current adjudication process between MBH and the service providers,
the explanation for any denial of payment should be included within the explanation of
benefits. Currently, when a claim has been denied by MBH, atwo letter code will appear
within the explanation of benefits. To expedite the reconciliation process and to decrease
the time required to adjudicate previously denied claims, a verbal explanation should be
included for every denied service.

By requiring MBH to enhance the current format and to include an explanation for denied
claims, the explanation of benefits will be a useful reconciliation tool for the service
providers. Further, amore detail ed examination between servicesrendered and serviceswill
expedite the reconciliation process, decrease the time required to adjudicate previously
denied claims, and lead to the reduction of duplicate claims.

Magellan hasnot compiled and submitted acorporate compliance planto HCDHSfor review
and sign-off as required by the contract. MBH is required to draft a corporate compliance
plan, submit that plan to HCDHS for approval and distribute the plan to each of the
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contracted service providers assuring that the service providers abide by the corporate
compliance plan. The corporate compliance plan is required to meet all state and federal
requirements. According to the Office of the Inspector General (OIG) of the Department of
Health and Human Services, an effective compliance plan provides amechanism that brings
the public and private sectors together to reach mutual goals of reducing fraud and abuse,
improve operational quality, improvethequality of health care, and reduce the costs of those
services. While no specific formula exists for a corporate compliance plan, the OIG of the
Department of Health and Human Services suggests the following elements, at a minimum,
to be present in a corporate compliance plan:

° Development and distribution of written standards of conduct, as well as written
policies and procedures that promote the billing company’s commitment to
compliance and address specific areas of potential fraud, such as the claims
submission process, code gaming and financial relationships with its providers;

° Designation of a chief compliance officer and other appropriate bodies, such as a
corporate compliance committee, charged with the responsibility of operating and
monitoring the compliance plan who report directly to the CEO and the governing
body;

° Development and implementation of regular, effective education and training
programs for all affected employees;

° Creation and maintenance of a process, such as a hotline, to receive complaints and
the adoption of procedures to protect the anonymity of complainants and to protect
calersfrom retaliation;

° Devel opment of asystem to respond to allegations of improper/illegal activitiesand
the enforcement of appropriate disciplinary action against employees who have
violated internal compliance policies, applicable statutes, regulations, or Federal,
State or health care program requirements;

° Utilization of audits and/or other risk evaluation techniques to monitor compliance
and assist in the reduction of identified problem areas; and

° Investigation and correction of identified systemic problems and the devel opment of
policies addressing the non-employment of sanctioned employees.
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MBH should devel op acorporate compliance plan and submit the planto HCDHSfor review
and sign of f approval. Once approval has been granted by HCDHS, MBH should implement
areview committee with the responsibility to ensure that the corporate compliance plan has
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been distributed to contract service providersand isinstituted in the daily business practices
of each serviceprovider. A representative of HCDHS should beincluded asamember of the
review committee.

F3.18 MBH has not provided monthly summary reports for each service provider to HCDHS. As
detailed above, MBH is required to report the overall expenditures, services authorized,
number of placements and per capita cost for each of the network service providers. By not
supplying HCDHS with financial information regarding each service provider, HCDHS is
unaware of the current financial condition of the service providers. This limitsthe ability
of HCDHS to actively participate in the management of the contract with MBH in regards
to service provider performance. Also, HCDHS does not have a formal financial review
committee. The Health and Human Services Office of the Inspector General (OIC) suggests
that a financia review committee can increase the likeliness of financial stability assuring
that the child welfare program can continue to provide needed servicesto clients. Financial
review committees are usually responsible for the following areas:

Monthly forecasting;

Annual budgeting;

Monitoring and analyzing current administrative and service cost trends;

Monitoring the financial performance of network service providers;

Analyzing current market trends of other mental health behavioral programs;

Ensuring that financial policies and procedures developed by HCDHS are adhered

to by the service providers and MBH;

° AssistingMBH in constructing plansfor providersexperiencingfinancia difficulties;
and

° Monitoring the billing procedures followed by MBH and the service providers.

Without the creation of a financial review committee, HCDHS is unable to actively
contribute to the management of the child welfare program. By understanding the financial
aspects of the contract, HCDHS assumes fiscal responsibility. To ensure that the clients of
Hamilton County continue to receive quality services and the cost of those services are
financially responsible, HCDHS needs to participate in and monitor the financial
management of the program.
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HCDHS should consider naming a financial review committee with the responsibility of
monitoring the financia relationship between itself, MBH and the contracting service
providers. Thecommittee’ smainresponsibilities could be comprised of thefollowing areas:

° Ensuring that services billed from providers were actually received by clients,
° Reconciling HCDHS funds used to reimburse providers to services rendered by the
contract service providers;
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Ensuring that any overpayments are corrected and returned to HCDHS;
Monitoring the service providers financial performance;

Analyzing service fees charged by the providers;

Monitoring the Medicaid portion of the program;

Managing the coordination of benefits or maximization of funds;

Monitoring administrative fees incurred by MBH and charged to HCDHS;
Monitoring the current systems performance;

Monitoring authorized claimsnot yet paid to understand any required encumbrances;
Developing and mange financial goals of the HCDHS program;

Assisting in the devel opment of future service costs; and

Attending monthly or quarterly meetings with service providers and MBH to
understand the current business environment and to contribute to problem solving.

In addition to theseresponsibilities, the HCDHSfinancial review committee should develop
formal monitoring strategies including regular reporting, formal and informal site visitsto
the service providers and MBH, and ad hoc requests for needed financial reporting from
MBH. Formal monitoring meetings and/or visitsto service providers and MBH should be
conducted by HCDHS to review specific areas of project performance. HCDHS should use
these site visits to set a clear precedent for MBH to expect followup and a sharp focus on
completing tasksin atimely manner. The HCDHS committee should also develop informal
monitoring of the performance of MBH. Informal monitoring may include casual
conversation, attendance at provider meetings, and involvement in consumer and family
advocacy meetings. Firsthand observation of MBH and service providers activities can be
extremely helpful in anticipating and managing problematic issues.

HCDHS should ensure that MBH provides a reporting package for each of the service
providers and for the total service provider network, which may address the following OIC
criteria

Overal expenditures,

Services authorized;

Number of placements;

Per capita cost;

Cost for each service rendered,

Estimates of claimsincurred but not yet reported;
Patterns of utilization at different levels of care;
Utilization by provider;

Utilization by age category;

Readmission rates; and

Clinical outcomes indicators.
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F3.20

An appropriate reporting period and manageabl e reporting format should be determined by
the financia review committee.

Currently, HCDHS is managing the MBH contract without a designated financial monitor.
Until January 2000, HCDHS had a designated financial monitor for the contract. However,
theindividual retired and HCDHS has not yet filled the position. Thedutiesfor thisposition
included responsibility for the daily, quarterly and annual management oversight of the
contract with MBH. By not having filled this position, HCDHS may not have an accurate
depiction of the current financial condition of, and potential difficultiesand problemsfacing
the contract.

In order to actively participate in the management and monitoring of the contract, HCDHS
should engagein aline by line and aggregate reconciliation of provider claims. Monitoring
thefinancial position of the contract and the behavioral health managed care program should
be provided a high priority within HCDHS. Contract monitoring should be completed
through existing resourcesin the Contract M anagement Department by designatingamember
of the department as the contract financial monitor for the MBH contract.

Written documentation or minutes are not recorded during Partnership Team meetings.
Service providers have the responsibility to communicate al difficulties related to the
effectivedelivery of servicesto MBH. Providersare expectedto notify theappropriate MBH
personnel of any problems and to fully participate in the bi-weekly provider meetings. The
partnership bi-weekly meetings are an important source of information for the service
providers, MBH and HCDHS. Discussion with HCDHS officials and representatives from
MBH hasindicated that the bi-weekly partnership meetings have been used asan open forum
to communicate the following:

Provider training issues;

Payment discrepancies,

Medicaid rules & regulations
Projection of future service costs,
Budgeted administrative cost; and
System issues.

The Partnership Team meetingsare beneficial toall present, however, any verbal addendums
or other agreements between any members of the partnership team can not be referred to at
a later date because of the absence of written documentation of previous meetings, or
recorded minutes.
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R3.15 The Partnership Team and MBH should discuss proposed changes to the contract, develop
awritten recommendationsfor changes, and present any proposed changesto the appropriate
parties for approval. Any changes to the contract should be documented in contract
addendum and affixed to the contract. Formal contract modificationswill reduce confusion
as to the status of contractually required reports and services. The Partnership Team
representatives should refrain from making informal verbal modificationsto the contract as
informal changes may affect the legal implications of the contract for the Partnership Team
and MBH. (see R4.5).

Financial Management Benchmarking

F3.21 Themonitoring, evaluation, andimprovement of network serviceproviders' performanceby
MBH is crucial to the success of the contract. Effective monitoring and management of
providers performance by MBH can provide HCDHS valuable information. A financial
monitoring plan, according to the current contract, should be prepared by MBH, presented
to HCDHS for review and implemented as a management tool. This plan is intended to
account for all aspects of the flow of funds, including financial reporting, claims payment
and accounting procedures. In order to monitor the objectives and requirements of the
financial monitoring plan, MBH and HCDHS use severa benchmarks to measure the
financial performance of the contract. Table 3-8 lists the contract requirements of the
financial monitoring plan and the benchmarks used to assess them.
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Table 3-8: Financial Performance Benchmarks

Financial Monitoring Plan Requirements

Financial Perfor mance Benchmarks

Track Contract Costs

No actual individual administrative expense lineitem
shall exceed the budget line item by more than 10%
without HCDHS approval .

Monitor & Reconcile Payments to Providers

No benchmarks indicated

Reconcile Receipts with Service Payments

No benchmarks indicated

Monitor Authorized Claims Not Y et Paid

No benchmarks indicated

Monitor Provider Service Activities & Report the
percent of al Placement Dollars Paid to Providers

No benchmarks indicated

Assist DHS to Develop Financial Goals, Benchmarks
and Payment Rates

DHSrevenueshall be $112,405inyear one, $374,685for
every year theredfter.

95% of child welfare providersin the network have been
trained on revenue maximization.

15% total service dollars will be saved as a result of
efficiency measures.

Develop Action Plans for Financial Problems
Experienced by Service Providers

No benchmarks indicated

Account for all Aspectsof ClaimsPayments

90 percent of all claimspaidin 30 days of receipt of clean
billing data, remaining 10 percent are resolved within 60

days.

Financial Reporting Provided by MBH

All datawill be available via the MIS system within 10
business days after the occurrence.

95 percent of reportswill be provided within 15 business
days of request.

Ad hoc reportswill beavailablewithin five businessdays
of request.

Changes to reporting contents and formats will be
completed within 15 business days.

Performance measuresare customer-focused quantifiedindicatorsthat allow an organization
to measure progress on goals and objectives and management tools that assist supervisory
staff in evaluating work performed and results achieved. These same measuresform abasis
for management to plan, budget, structure programs, and control results. Measurement for
performance hel psto ensureacontinuous provision of efficient and effective services. While
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benchmarks are in place to monitor the financial monitoring plan, additional benchmarks
should be identified and implemented by HCDHS and MBH.

R3.16 HCDHSand MBH should devel op additional benchmarksto monitor thefinancia condition
of the contract and behavioral health managed careprogram. T able 3-9 presentsthefinancial
monitoring plan contract requirementsin the left column and suggested OIC benchmarksin
the right column. The implementation of these additional benchmarks will give HCDHS’
management the ability to monitor and react to the current financial performance of the
contract. Implementing benchmarks does not guarantee improved financia performance,
however, management will be better enabled to steer the program toward success.

Table 3-9: Suggested Financial Performance Benchmarks
Financial Monitoring Plan Reguirements Suggested Financial Perfor mance Benchmarks

Track Contract Costs (] No actual individual administrative expense lineitem shall
exceed thebudget lineitem by morethan 10 percent without
HCDHS approval.

(] During theremaining life of the contract, MBH controllable
costs such as payroll and administrative should decrease by
XX percent in comparison to years one, two and three.

] Costs for identical services administered by any given
network service provider shall not exceed, by XX percent,
the cost for those same services provided by any other
network service provider.

Monitor & Reconcile Payments to Providers ] The reconciliation of payments to providers should be
completed monthly by HCDHS no later than ten days
following the current billing cycle.

] No “unidentified” reconciling items should be acceptable.
All discrepancies should have an explanation and a date of
expected correction attached.

] Time lag between MBH receipt of payment and fund
transfer to any service provider shall not exceed 2 business
days.

Reconcile Receipts with Service Payments (] The reconciliation of payments to providers should be
completed monthly by MBH no later than ten days
following the current billing cycle.

(] No “unidentified” reconciling items should be acceptable.
All discrepancies should have an explanation and a date of
expected correction attached.
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Monitor Authorized Claims not yet Paid

Authorized claimsnot yet paid should not exceed X percent
of the average monthly service cost of claims submitted by
any network service provider.

Anauthorized, but unpaid claimsreport should be presented
to HCDHS for review no later than 15 days following the
financial close of the current month. Thisreport should be
detailed by provider and include up to twelve months of
prior history. This report should also include a summary
“roll-up” of all network service providers.

Monitor Provider Service Activities & Report the percent of all
Placement Dollars Paid to Providers

No information is currently being compiled for this
requirement.

Assist DHS to Develop Financial Goals, Benchmarks and Payment
Rates

DHS revenue shall be $112,405 in year one, $374,685 for
every year thereafter. Thisbenchmark should be evaluated
on a yearly basis. The dollar value of revenue to be
achieved should beredlistic and should correlate the recent
financial performance of MBH.

Costs for identical services administered by any given
network service provider shall not exceed, by XX percent,
the cost for those same services provided by any other
network service provider.

Ninety-five percent of child welfare providers in the
network have been trained on revenue maximization.

Fifteen percent of total service dollars will be saved as a
result of efficiency measures.

Develop Action Plans for Financial Problems Experienced by
Service Providers

No benchmarks suggested

Project Future Service Costs

Future increases of service costs should not exceed the
consumer priceindex suggested inflationary rate.

Account for al Aspects of Claims Payments

Ninety percent of al claims paid in 30 days of receipt of
clean billing data, remaining 10 percent areresolved within
60 days.

The occurrences of overpayment to service providers may
not exceed a certain percentage of the number of claims
submitted.

Thefinal adjudication of any and all overpaymentsfor Non-
Medicaid claim lines shall be resolved within three months
of the date of overpayment.

Adjudication of 95 percent of Medicaid claims should be
resolved no later that 30 days following the Medicaid claim
filing deadline.
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Financial

Reporting Provided by MBH (] All data will be available via the MIS system within 10
business days after the occurrence.
] Ninety-five percent of reports will be provided within 15
business days of request.
(] Ad Hoc reports will be available within five business days
of request.
] Changes to reporting contents and formats will be

completed within 15 business.

The addition of the above mentioned benchmarkswill provide both HCDHS and MBH with
amuch broader depiction of the program'’ s performance. Such benchmarks could be used to
tailor future contracts and determine future performance expectations.

Application of Financial Performance Incentives

F3.22

MBH can earn incentives totaling $100,000 by achieving specific performance and service
outcomes outlined in the contract. Each outcome has either a monetary incentive and/or
disincentive established for the achievement of or failure to meet the standard. The
cumulativeamount for theincentivestotal s$100,000, whilethedisincentivetotal also equals
$100,000. Thisamount is a part of the 5.0 percent profit (see F3.1) for which Magellan is
eligible, and reflectstheintent of the contract toward sharing risk by assigning performance
risk directly to MBH. An atmosphere of shared-risk fosters collaborative efforts toward
efficient performance.

Theseindicatorsare used asbenchmarksfor measuring the success of theMBH contract each
year. MBH and HCDHS, in collaboration with a Duke University behavioral health
consultant, devel oped the performance and service standards. Quality Improvement Reports
are provided to the Partnership Team on a quarterly basis and as an annual report. This
document lists each performance indicator, the benchmark required, comments on MBH
progress, an action or intervention plan undertaken to achieve the measurement, and
perceived barriers that have been or will be encountered. An example of how benchmarks
are displayed is shown in Table 3-10.

Table 3-10: Sample of QIR benchmark

Service

Standard #8

Benchmark Comments Intervention or Action Plan Barriers

Services are | MSO has stipulated | Thecultural competency | Corporate credentialing standards | None noted at

culturally | competent cultural | of treatment Providers | for an organization will beutilized | thistime
competent competency in provider | will be included in the | as a basis for the development of
credentialing credentialing standards | standards specific to the True Care
in devel opment Project.

Sour ce: Quality Improvement Report, Second Quarter 1999

Financi
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The QIR benchmarks are used to determineif MBH has met the requirements of the contract
in several performance areas. This determination then indicates whether incentives or
disincentiveswill belevied. HCDHS and MBH haveindicated that they areflexiblein their
eval uation and re-establishment of certain benchmarksfor indicators. Becausethisparticular
contract was created without precedent, the need to possibly change benchmarks along the
way has been discussed. HCDHS has increased the frequency of monitoring MBH
performance incentives from an annual basis to a quarterly basis, beginning with the first
guarter of 2000. MBH and HCDHS meet to discussthe resultsyielded from this assessment
and to, if necessary, develop action/intervention plans to rectify any identified problems or
issues.

Increased monitoring of financial performance benchmarks will help to ensure the
effectiveness of action plans and interventions as well as to validate the viability of the
benchmarks. In addition, the county and MBH are in communication with a contracted
individual affiliated with Duke University onaperiodic basisregarding contract compliance
and MBH’s performance. This relationship will help in establishing performance
measurement criteriafor not only this but also future contracts of this nature.

MSO Performance Standards were developed to provide benchmarks for MBH’s service
delivery, and oversight functions. The frequency with which these are measured varies from
monthly, to quarterly, to semi-annually. Thetools used to geather thisinformation are internal
reports generated by MBH from their database, as well as customer satisfaction surveys.
Table 3-11 shows the MSO Performance Standards with their frequency of reporting, and
the associated incentive and/or disincentive.
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Table 3-11: The M SO Performance Standards

and competent training

Performance Standard Frequency Financial Assessment
Providers are paid claims on atimely basis Quarterly Disincentive: $8,000 (Year 1)
$10,000 (Y ears 2-5)
Provider Network Quarterly
(semi-annual reporting of | Incentive:  $15,000
the monitor provider
network indicator)
Consumer satisfaction Semi-annual Incentive:  $5,000
Timely Information Incentive:  $5,000
Quarterly
Disincentive: $10,000 (Y ear 1)
$5,000 (Year 2-5)
M SO shall maximize revenues Quarterly Incentive:  $15,000
Disincentive: $5,000
M SO efficiently manages the provider network and DHS Quarterly Disincentive: $6,000
service dollars
PT and Provider Satisfaction with problem resolution Semi-annua Incentive:  $5,000
Implementation Time line will be completed timely Monthly Disincentive: $4,000 (Year 1)
MIS Hardware will be maintained with a standards based Disincentive: $5,000 (Year 1)
approach and continue to be state of the art and meet PT Monthly $6,000 (Y ear 2-5)
needs.
CMHC Softwarewill remain state-of-the-art, and current to Disincentive: $5,000 (Year 1)
industry standards and responsive to PT and provider Monthly $6,000 (Y ear 2-5)
needs
MIS Help Desk will provide accurate and appropriate and Monthly Disincentive: $5,000 (Year 1)
timely assistance to the PT and their provider networks $6,000 (Y ear 2-5)
The MSO will provide to PT staff and providers timely Quarterly Disincentive: $5,000 (Year 1)

$6,000 (Y ear 2-5)

Source: Exhibit 7

Also, MSO service standards provide a measurement of the effectiveness of the care
management system established by the MSO for DHS referred customers. There are
monthly, quarterly and semi-annual assessments of consumer improvement within the
provider network and of the quality of treatment delivered. Table 3-12 shows the MSO
service standards, the frequency with which they are reported, and the associated incentive

and/or disincentive.
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Table3-12: M SO Service Standards

Service Standard Frequency Financial Assessment

Children and families will receive timely services Quarterly Incentive:  $18,000

Disincentive: $18,000

Services are appropriate to the needs and provided in Quarterly Incentive:  $15,000
the least restrictive setting

Services are available to meet the needs of children Quarterly Disincentive: $9,000
and families

Children and families will accept and participatein Semi-annual Incentive:  $7,000

offered services

Continuity of care for services provided Semi-annual Incentive:  $5,000

Disincentive: $9,000

Ensure children’s safety and quality of care Monthly Incentive:  $4,000

Disincentive: $10,000

Service impact with families Semi-annual Incentive:  $3,000
(Improved functioning)

Services are culturally sensitive and competent Semi-annual Incentive:  $3,000

Source: Exhibit 7

F3.24

Thecurrent controlsused by MBH to monitor the service provider network are sufficient and
rel evant to meeting contract requirements. TheM SO Performance and Service standardsare
consistent with Child Welfare League of America (CWLA) criteria used in establishing
managed care approaches for child welfare programs. These criteriainclude the following
issues:

The broad goals of the program;

The population covered and service need characteristics,

The services and supports included in the plan;

The clarification of management responsibilities and delivery of services;
The definition and measurement of outcomes and quality assurance; and
The system’ s funding and risk sharing.

Through quarterly review, MBH monitorsthe serviceproviders' performanceand allowsfor
the opportunity for suggestion and comment geared toward improving the overall program.
Theresultsof the quarterly reviews areforwarded to HCDHSfor review and comment inthe
bi-weekly operations meetings with MBH staff. This discourse enables HCDHS to have an
active, participatory role in monitoring and managing the service provider network.

The FY 1998 independent review of MBH by an independent audit agency on performance
and service standards provided theresultssummarized in Table 3-13. Though all indicators
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were reviewed, not all of the benchmarks within each indicator were reviewed as some
information was deemed inappropriatein terms of content by MBH and HCDHS (see F4.1).
Theresultscontainedin Table 3-13, therefore, represent the most accurate assessment of the

indicators for FY 1998.

Table 3-13: FY 1998 M SO Service and Perfor mance I ncentive Evaluations

Incentives Earned Disincentives Earned Total
Service M easures $2,600 (%$14,488) (%$11,888)
Performance M easures $7,500 ($15,023) ($7,523)
Total $10,100 ($29,511) ($19,411)

Source: FY 1998 Grant Thornton audit of DHS

Out of $100,000 of possible incentive dollars, MBH earned only $10,100 or 10.1 percent.
When added to the disincentives results, MBH was actually accessed a disincentive for the
year of $19,411. This monetary assessment was withheld from the next fiscal year's
allocation.

15 Percent Savings Plan and Savings Determination

F3.25 Magellan Behaviora Health has ensured a savings of 15 percent on HCDHS' total

expendituresfor mental health and placement servicesfor each year of thefive-year contract.
If MBH exceeds the 15 percent savings goal, MBH can earn a 5 percent bonus for any

additional savings between the goal of 15 percent savings up to 21 percent. The base time
period used for the calculation of the target savings for MBH is the period of April 1996
through March 1997. A series of adjustments are made to HCDHS stotal expendituresfor
outpatient services and out- of- home placements to arrive at the base cost, from which the
target savingsis established.

The base cost is adjusted for inflation specific to the Cincinnati area, and is adjusted further
to account for any increase in the yearly casel oad from the base period to the next year. The
adjusted base cost is then compared to the total of the actual expenses, less the cost of
mandated services, to arrive at the actual yearly service cost. An amount equal to 15 percent
of the base cost (before adjustments) isthe target savings, and the amount of actual savings
Is the adjusted base cost |ess the actual yearly service cost. Comparisons are made between
the two to determine the performance of MBH. This base period is calcul ated for each year
of the five-year contract period.

MBH achieved a savings level of $907,484, falling short of the target savings amount of
$1,962,828 by achieving only 42 percent of this target amount. This calculation was
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performed on the first full year of the contract. A FY 1998 review of MBH’s savings on
behalf of HCDHS by an independent audit agency was determined a 6.4 percent savings.
MBH attributesthislower level of savingsto Medicaid billings and aprovider rateincrease
abovethe Hamilton County inflationrate. A 4.0 percent savingsisviewed asmorerealistic
by MBH.

A
w
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The Partnership Team and MBH should examine the viability of the 15 percent savingsin
relation to actual savings. Some methods used in other states in monitoring Managed Care
cost overruns might be of usefor thiscontract. Massachusettsand Michigan have both lower
cost savings thresholds, 5 and 10 percent respectively, as well as special considerations for
what they term risk corridors. Massachusetts limits risk to lead agencies (regional offices
throughout the state) by placing them in “held harmless’ status for the first 18 months of a
contract. Michigan includes the following risk-control caveats as part of contract
negotiations:

° Sharing of financial risk based on risk corridors

° Creating collaborative agreements with other local agencies and organizations, not
to shift costs of care, but to share costs with appropriate wraparound services for
“community kids’

° Creating arisk pool through the use of “saved” funds, to help shelter the contractor
from the risk of catastrophic losses in the event of unexpected fluctuations in
utilization of services

Thisshould be considered after the second annual review of the cost savings calculation, or,
if amore detailed review is done on a quarterly basis, after three consecutive quarters of a
failure to meet quarterly benchmarks. If elimination of this benchmark is not feasible, it
should at the very least be reduced to some obtainable level. The only factor that can be
controlled by MBH is the overpayment/claims appeal cost for Medicaid overpayments.
Further, the “no g ect/no reject” level of care ensured by the Partnership Team guarantees a
high level of quality care, and should not be compromised to achieve savings. Reduction of
the targeted savings amount will allow MBH to focus on Medicaid overpayments in its
claimsprocessing operationsand allow for HCDHSand MBH tofocusonimprovingin areas
of performance that are within their control.
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MBH should consider developing detailed and timely quarterly updates regarding the
savingsplan. Closer monitoring on the part of HCDHS and MBH isneeded to providetarget
amounts for each quarter of the five-year contract, actual amounts spent, and explanations
of the variances. Action/intervention plans should be developed by MBH in consultation
with HCDHS to correct or make adjustments to the budget lines of MBH which may affect
the net savings. By more closely examining quarterly goals, MBH and HCDHS may be able
to more readily identify problematic issues and make adjustments on a quarterly basis to
improve performance.
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Perfor mance M easur ement

Per for mance M easur es

The following list of performance measures was used to conduct the review of the performance
measurement and provider network management components of the contract between Magellan
Behavioral Health (MBH or Magellan) and Hamilton County Department of Human Services
(HCDHS).

Assess the content and timeliness of quarterly reportsin relation to contract provisions
Comparecriteriafor the selection of contract providersin comparison to contract provisions
Assess the implementation of service provider profiles

Assess the appropriateness of service provider locations as per contract requirements
Review credentials, licensing and provider insurance based on contract provisions

Assess completeness of the client rights and confidentiality policies and procedures
Review Magellan policies and procedures governing client complaints and grievances in
relation to contract requirements, and assess the adequacy of the documentation of incidents
and training received by complaint resolution staff
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FindingCommendations/ Recommendations

Quarterly Report Assessment

F4.1 In accordance with the contract, Magellan provides certain performance measurements
reports to the Partnership Team. These reports are explained in Table 4-1.
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Table 4-1. Service Delivery Reports

Report Contract Provisions

Quarterly Service Reviews ] Assessment and discussion of strengths, weaknesses, gaps, and overall
Submitted to HCDHS performance of the contract provider network for the quarter
Utilization Reporting ] Client access to covered services and the geographic locations of clients
Submitted to HCDHS residences

] Waiting lists for contract providers

] Claims paid for each client and contract provider

] Analyses of service referrals and service utilization

] Timeliness of services provided

° Authorization and reauthorization data

] Patterns of services approved for clients

] Referrals and utilization of services provided by non-network providers

and/or funded by non-contracted sources

] Contract provider capacity
Continuous Quality M anagement ° Service accessibility, flexibility and client satisfaction
Report (CQM) ° Effectiveness of contract providers
Submitted to HCDHS and MHB ] Effectivenessin achieving mental-health and child-welfare goals
] Effectivenessin providing family-centered services
] Evidence of continuous quality improvement
° Professional and competent staff
] Interagency linkages for continuity of care
] Provision of carein the least restrictive settings
] Provision of appropriate levels of care
] Analysis of length of treatment and cost per client
° Client served by type of service
Financial Monitoring ° Summary report of all cash activity
Submitted to the Partnership Team ] Monthly cash reconciliation reports
] Aggregation of monthly reports and documentation of service-cost accruas
Complaint Reports ] Summary of complaint information including the frequency and outcomes
Submitted to the PT of complaints and resultant management and program changes
Client Protections ° Summarized all family education and related activities
Submitted to the Partnership Team ] Guarantees an accessible client advocate

Sour ce: Magellan/HCDHS Contract
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MBH has exercised discretion in modifying its reporting practices to reflect more practical
communication of specific information. MBH, in consultation with HCDHS, found that
many of the elements of some individual reports were duplicated in others, and that in afew
cases, the production of some reports on a quarterly basis was unnecessary. As aresult, the
current frequency with which MBH generates reports for the Partnership Team best
represents the accumulation of relevant data for the time period.

Any changes in reporting by MBH should be supported by changes to the language in the
contract. Although MBH consults the Partnership Team before implementing changes, the
public nature of the contract necessitates that any mutually-agreed upon variations in
reporting be specified by language granting such latitude to MBH and the Partnership Team.
Further, it isin the interests of MBH and the Partnership Team to avoid the perception of
inconsistent information disclosure. For example, asituation in which areport is presented
on asemi-annual basisyet is stipulated in the contract to be disclosed quarterly, would give
the appearance of infrequent documentation to an outside observer (see R3.15 and R4.5).

The Quality Improvement Report (QIR), developed by Magellan, is provided to the
Partnership Team on aquarterly basis. The QIR contains performance and service standards
which help Magellan and the Partnership Team measure Continuous Quality Management
(CQM) efforts. Also, the QIR reflects the three basic categories of training that are provided
by MBH: Clinical, Management Information Systems (M1S), and Managed Care. The QIR
also contains other reports provided as attachments which are deemed applicable for
quarterly, semi-annual and annual distribution. Any discrepancies between contract and
actual reporting is at the discretion of MBH (see F4.1). Some of the required reports have
been assimilated into the Quality Improvement Reports (QIR) as performance and service
indicators (see Table 4-2).

AccordingtotheU.S. Department of Health and Human Services’ Contracting for Managed
Substance Abuse and Mental Health Services, A Guidefor Public Purchasers, “ The contract
should clarify what information must be included and the time frames for submission of
different typesof reports. Sanctions should beavailableto the purchaser inthe event that the
reports are not submitted in a timely fashion or do not include the information required.”
While MBH has complied with reporting requirements, thereisaneed to codify the existing
practice of compiling and/or streamlining reports for practical purposes.

Although the current contract has a separate section devoted to reporting requirements, any
future contract between the Partnership Team and aManaged Services Organization (M SO)
should contain detailed information on the manner in which reporting requirements should
be operationalized. This reporting section should contain language which grantsaM SO, in
consultation with the Partnership Team, the latitude to reduce duplicate reports, and to
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modify the frequency of reporting to convey an exact snapshot of relevant datafor a specific
time frame.

MBH is not in compliance with the contract regarding provider evaluations contained in
quarterly servicereviews(see Table4.1). Thecontract stipul atesthat, on anindividual basis,
providers should be furnished with an assessment of their performance which identifies
strengths, weaknesses and any apparent areas which require improvement. According to
Magellan, however, providers are initially evaluated based on their submitted responsesto
the Request for Proposal (RFP) issued by the Partnership Team (see the Credentialing,
Licensingand | nsurance Verification subsection). Subsequent eval uationsoccur biannually
through the credentialing process.

In addition to credentialing, the provider network isexamined through the contract’ svarious
performance standards. Components of the MSO performance standard #2, regarding the
mai ntenance the provider network, address contract requirements by assessing thefollowing
criteriaon a quarterly basis within the QIR:

° 100 percent of providers will be certified agencies or licensed independent
practitioners for services provided,

° Proportion of clinical staff has at |east one year relevant experience;

° 90 percent of initial credential applications are completed within 30 days;

° 85 percent of providers in network meet performance standards and outcomes as
approved by Partnership Team; and

° 90 percent of providers are trained and competent in managed care technologies,

while 10 percent are monitored for competency.

While the information provided in the QIR could be used to enhance the contractually-
required individual provider evaluations, thedataincluded inthe QIR isinsufficient to fulfill
the requirements in the contract.

MBH should provide an individual assessment of each provider through quarterly service
reviews in order to fulfill the requirements of the contract. The contract states that
performance evaluations must be conducted on each contracted provider, identifying
strengths, weaknesses and service gaps throughout the network. These provider evaluations
should be documented and reported to HCDHS as well as to the evaluated providers. The
eval uationscontained in quarterly servicereviewswill furnish providerswith theinformation
necessary to improve performance and to establish organizational goals and priorities.

Pursuant to contract provisions, Magellan providesthe appropriate information contained in
utilization reports (see Table 4.1). Elements addressing the reporting criteriafor MBH are
contai ned within the QIR and are documented i n the performance and service standards and
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the Consumer Satisfaction Surveys. Components of the M SO service outcome standard #1,
regarding the delivery of behavioral mental health servicesto children and families, assesses
the following State-mandated criteria on a quarterly basis within the QIR:

° 95 percent of provider assessments are completed within specified time frames;

° 95 percent of care managers are assigned within specified time frames;

° 95 percent of outpatient services are available within contracted time frames;

° 95 percent of emergent and urgent outpatient services are available within specified
time frames;

° 90 percent of placements are made within specified time frames;

° Emergent and urgent placements are available within specified time frames; and

° 100 percent of off-panel referrals which are not made are documented.

M SO performance standard # 1, regarding the providers’ timely submission of claims, also
contains the following benchmarks:

° 90 percent of claims are paid within 30 days;
° 10 percent of remaining claims must be resolved within 60 days; and
° 90 percent of unpaid claims are reconciled within 60 days.

The fourth quarter Consumer Satisfaction Survey, which is attached to the 1999 Annual
Quality Improvement Report and issued by Magellan, further assesses the utilization
reporting requirements by evaluating consumer/client responsesin the following areas:

Timeliness of appointments;

Geographic access of providers;

Phone calls returned by providers;

Client perception of the treating provider;

Client perception of the treatment process; and
Overall client satisfaction with treatment services.

These reports fulfill the requirements of the contract and they are sufficient to adequately
represent provider utilization within the network. However the current format of thereports
doesnot reflect utilization ratesof individual providers. Whilean aggregate utilization report
isvital for management decision-making, the ability to view utilization in conjunction with
individual provider assessmentswould provide MBH amore comprehensive understanding
of trends within the network.

Although Magellan is in compliance with the contract, utilization information should be
compiled separately for each provider and included as a component of the quarterly service
review (see F4.3), in addition to being provided as an aggregate report in the QIR. The
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various evaluation instruments sufficiently address utilization issues to the extent specified
in the contract. However, by providing the summary and detail reports on providersin a
singledocument, MBH will providegreater accessability to the Partnership Team and MBH
staff responsible for addressing utilization and provider issues.

Magellan is required to perform Continuous Quality Management (CQM) as a component
of the contract. Thisisaccomplished through performance standards contained in the QIR.
An example of a performance standard that satisfies a facet of the contract’'s CQM
requirements is displayed in Table 4-2.

Table 4-2: Sample Performance Standard

Performance Intervention or Action
Indicator Number 8 Benchmark Comments Plan Barriers
Services are culturaly MSO has stipulated The culturd Corporate credentialing None noted at this
competent competent cultural competency of standards for an time
competency in treatment Providers | organization will be
provider will beincluded in utilized as a basis for the
credentialing the credentialing development of standards
standardsin specific to the True Care
development Project.

Sour ce: Quality Improvement Report, Second Quarter 1999

F4.6

Magellanisin compliancewith the CQM requirementsof the contract (see Table4-1). CQM
requirements are satisfied and represented in 8 service standards and 12 performance
standards contained in the QIR (see F3.24).

MBH isrequired to provide financia reportsto the Partnership Team as acomponent of the
financial monitoring plan. The A-K report isacompilation of thereportsshownin Table4-3
and satisfies the financial reporting requirements of the contract.
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Table 4-3. Supplemental Financial Reporting Requirements

Provided
Report Required by Contract Completed by MBH toHCDHS Report Title
Financial Monitoring Plan
(A - H arerequired)
A. Track contract cost Monthly Administrative Invoice
YES YES & Service Cost Invoice
B. Reconciliation of YES YES Monthly Explanation of
payments to providers Benefits (EOB)
C. Reconcilereceipts to service YES NO Monthly Bank Reconciliation
payments
D. Monitor authorized claims not yet YES NO HCDHS Terminated
paid Distribution
E. Monitor provider service activities
and report the percentage of NO NO HCDHS Terminated
placement dollars paid to providers Distribution
F. Assist HCDHS to develop financial YES
goals, benchmarks and payment rates During Initial contract set-up and during
Partnership Team meetings. Note: no N/A
written minutes of the partnership
meetings have been recorded.
G. Develop action plans to address Written plans have not been developed.
providersin financial problems However, MBH has provided advancesto
troubled providers. MBH has also N/A
performed business practices reviews on
troubled providers.
H. Project Future Service Costs YES
During initial contract set-up and during N/A
Partnership meetings. Note: No written
minutes exists.
Monthly Summary Report
(A - D arerequired elements for each
service provider)
A. Overall Expenditures NO NO
B. Services Authorized NO NO
C. Number of Placements NO NO
D. Per Capita Cost NO NO
Monthly Receipts of MPS YES YES Monthly Service Cost Invoice
Monthly Disbursements YES YES Monthly Service Cost Invoice
Monthly Administrative Fees YES YES Monthly Administrative Cost

Invoice

Source: MBH Contract
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During the course of the contract, MBH and the Partnership Team have modified the
financial reporting requirements. For example, the A-K report was distributed by MBH to
HCDHSonaquarterly basis, however HCDHS discontinued the distribution of thesereports
in March 2000. All of the A-K reports can now be accessed by HCDHS on line. Changes
to the reporting requirements have been modified through discussions at the bi-weekly
Partnership Team meetings or less formal discussions between MBH and HCDHS
representatives. However, no documentation of the changesor authorizing authority hasbeen
retained, nor are there minutes kept from the meetings.

Table4-3illustratesthe verbally-agreed upon modificationsto the reports MBH isrequired
to provide to the Partnership Team. The informal nature of these changes could have an
impact on the content and consistency of future financial reports. Coupled with staff
turnover at MBH and HCDHS, informal changesto reporting requirements could contribute
to inconsistent reporting.

The Partnership Team and MBH should discuss proposed changes to the contract, develop
awritten recommendationsfor changes, and present any proposed changesto the appropriate
parties for approval. Any changes to the contract should be documented in contract
addendum and affixed to the contract. Formal contract modifications will reduce confusion
as to the status of contractually required reports and services. The Partnership Team
representatives should refrain from making informal verbal modificationsto the contract as
informal changes may affect the legal implications of the contract for the Partnership Team
and MBH. New employees at MBH and HCDHS would benefit from these formalized
changesin reporting requirements which would hel p ensure the consistency, frequency, and
content of financial reports.

Currently, HCDHS and Magellan use several benchmarks to measure the performance of
Magellan inimproving behavioral health care and obtaining savingsin facilitating the child
welfare program. The following list of current MBH benchmarks covers financial and
clinical areas of measurement:

Children & familieswill receive timely services,

Services are appropriate to needs & provided in the least restrictive setting;
Services are avail able to meet the needs of children and families;

Family involvement;

Continuity of care for services provided;

Children’ s safety is ensured and risk of harm is reduced;

Improved functioning;

Services are culturally sensitive and competent;

Providers are paid claims on atimely basis;

Competent provider network must be maintained;
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Client satisfaction with services provided;

Timely information will be provided to DHS;

M SO shall maximize revenues;

M SO efficiently manages the provider network and DHS service dollars;

PT and provider satisfaction with problem resolution;

Implementation line will be completely timely;

MIS hardware will be maintained with a standards based approach and continue to

be state of the art and meet PT needs,

CMHC software will remain state of the art current to industry standards and

responsive to PT and provider needs;

° MIS helpdesk will provide accurate, appropriate and timely assistanceto the PT and
their provider networks; and

° The MSO will provide to PT staff and providers timely and competent training.

With the exception of the benchmarks measuring clinical care levels, MBH’s performance
on the various benchmarks is evaluated in the appropriate sub sections of this performance
audit. Each of the above benchmarksinclude detailed performance measures used to ensure
the achievement of each benchmark. MBH analyzes each of the above benchmarks on a
quarterly basis, summarizes its findings in the Quality Improvement Report (QIR) and
forwards the report to HCDHS for review and sign-off. Included in the quarterly QIR are
action plans required to improve areas deemed as deficient in comparison to the current
benchmarks. The completion of the QIR, with HCDHS's involvement, is evidence of
cooperation in achieving programmatic goals.

Magellan effectively and consistently reportsits performancein relation to the benchmarks
as stated in the contract (see F4.7). In addition, MBH’s action plans regarding deficient
practices help to ensure that operations are improved to levels that are amiable to the
Partnership Team and comparable to benchmarks.

According to the Child Welfare League of America (CWLA), evaluators of managed
behavioral health care plans generally look at the following performance measurements:

Access to services,
Appropriateness of services;
Quality of providers,

Positive client outcomes;
Satisfaction; and

Costs of system performance.
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Table4-4 presents acomparison of Magellan’ s performance measures to the most common
performance measures used by managed behavioral health care entities identified by the
CWLA.

Table 4-4. Perfor mance M easurement Comparison

CWLA Survey - Performance M easur es MBH - Performance M easures

Access to services Services are available to meet the needs of children

Appropriateness of services Services are appropriate to needs & provided in the
|east restrictive setting

Ensure Child' s safety and reduce the risk of harm

Quiality of providers Children & families will receive timely services
Services are culturally sensitive and competent

MBH will provide providers timely and competent
training

Maintain a competent provider network

Positive Client outcomes Improved Functioning
Client satisfaction with services provided
Family involvement

Continuity of carefor services

Satisfaction Provider satisfaction with problem resolution

MBH shall maximize revenues

MBH will efficiently manage the provider network and
Cost of system performance HCDHS service dollars

Providers are paid claims on atimely basis

Timely information will be provided to HCDHS
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MIS Hardware will be maintained with a standards

based approach
N/A CMHC software will remain state-of -the-art current to
industry standards
MIS helpdesk will provide accurate and appropriate
assistance to the provider network
Source: CWLA

An effective performance measurement system should provide information that is
meaningful and useful to decision-makers, well-supported by management and integral in
an entity’ s daily operations. The benchmarks currently used by MBH are highly-detailed,
and specifically addresseach of the established performance measures. For exampl e, inorder
totest whether providersarereimbursed for provided servicesinatimely manner, MBH uses
the following benchmarks:

° 90 percent of all claims are paid in 30 days of receipt of clean billing data in the
approved format;

° 10 percent of the remaining claims are resolved within 60 days; and

° 90 percent of unpaid claims are reconciled within 60 days.

The above benchmarks are regularly reviewed by HCDHS and, in the Agency’s reviews,
appear reasonable and appropriate in determining if providers are reimbursed in a timely
fashion. Thistype of information can be valuable to HCDHS in monitoring MBH contract
performance. An effective measurement system should satisfy the following criteria:

Results - Focusing primarily on outcomes and outputs,

Selectivity - Concentrating on the most important indicators of performance;
Utility - Providing information of value to the agency and decision-makers;
Accessibility - Providing periodic information about results; and

Reliability - Providing accurate, consistent information over time.

On an annual basis, HCDHS performs a detailed review of MBH’ s operations focusing on
the following areas:

Adequacy of MBH casefile setup;

MBH compliance with established billing and accounts payabl e requirements;
MBH compliance with the 12 administrative performance standards; and
MBH compliance with the eight service standards.
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Themost recent review of Magellan’ soperations, performed by HCDHS, coveredthe period
January 9, 1998, through December 31, 1998. HCDHS s annual reviews are conducted to
ensure that MBH is managing the program in accordance with the contract. In addition,
HCDHS began to conduct quarterly performance reviews of MBH’ s operations for the first
quarter of FY 2000. HCDHSbelievesthequarterly performancereviewsprovidemoretimely
information and feedback pertaining to Magellan’s operations.
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The annual review conducted by HCDHS is comprehensive and highly detailed. HCDHS
has provided well organized and pertinent suggestions asto how each areareviewed can be
improved. By implementing the most common performance measures indicated by the
CWLA, Magellan has devel oped performance measures which will effectively evaluate the
quality of services provided and will increase the likeliness of providing mental health
services at afiscally responsible cost.

Py
>
o

HCDHS should complete its annual and quarterly performance reviews on MBH in amore
timely manner. Because HCDHS is at least one year behind in its annual and quarterly
performance reviews, Magellan may be challenged to reconstruct the factors which
contributed to operational performance for a particular time in the past. HCDHS's
performancereviewsmay reveal operational deficienciesand/or management practiceswhich
areinconsi stent with the contract and the expectations of the Partnership Team. Asaresult,
untimely reviews may impede HCDHS in monitoring MBH for contract compliance and in
ensuring the continuous provision of efficient and effective services.

Selection of Contracted Service Providers

F4.9 Prior toinception of the contract, HCDHS and Hamilton County Community Mental Health
Board (Mental Health Board) sent out a request for proposal (RFP) for mental health
managed care network providers to its existing contracted service providers. The existing
providers were given the opportunity to respond to the RFP in order to become candidates
for the network or panel of service providers. Once the Partnership Team contracted
Magellan asthe managed care entity, HCDHS and M agellan sel ected providersfor the panel
based on thewritten proposal s submitted in responseto the RFP. Sincethe RFPwasrel eased
before M agellan was contracted, the criteriain the RFPwereused for theinitial development
of the provider panel, not the contract.

For the purpose of eval uating and sel ecting providers, submitted proposalsweredivided into
three sections, each with corresponding vaues. The first section, Program Content,
comprised 55 percent of the total evaluation score. The criteria contained in the Program
Content section of the RFP are summarized below:
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Availability of proposed services. Providers must demonstrate the type, location
and timesthat services will be availableto clients. Providers must aso estimate the
number and types of family membersto be served.

Service description: Providers must specify objectives, clinical strategies, time
tables, specifications and activities involved in the provision of services. Provider
must also describe how the progress of family members will be monitored, as well
as how activities with other agencies will be coordinated.

Evidence of effectiveness: Providers must demonstrate how services will meet the
specialized needs of the Children’s Services population and remain outcome-based
and time-limited. Providersmust al so describe how family memberswill be engaged
in service delivery. Supporting research and evidence is necessary for this criteria.

Proposed staffing patterns: Providers must identify the number of staff assigned
for each service as well as the required credentials, training, education, experience
and salary rangeto properly deliver identified services. Providers must al so describe
job duties, supervisor to staff ratios and level of qualifications of supervising staff.

F4.10 The second section, Systems Questions, made up 30 percent of the total evaluation score.
The RFP required highly detailed responses to meet the criteria stipulated in the section on
Systems Questions. The criteriafor the Systems Questions section is summarized below:

History of or ganization: Providers must supply abrief history of their organization
and state briefly the programmatic and administrative experience qualifying the
organization in the areas of child welfare, managed care and behavioral health
services. The provider may also includeany additional strengthsthat may distinguish
itself initsfield of expertise.

Administrative structure: Providers must demonstrate the relationship between
proposed services, pursuant to the RFP, to the total agency in atable format.

Provider capacity to meet requirements of RFP: Providers must describe their
ability to meet the general requirementsfor the provision of services specified inthe
RFP.
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Continuing quality improvement and evaluation: Providers must list indicators
and measuresto be used for monitoring, eval uating and improving proposed services.
Providers must describe staff responsibilities, qualifications, experience and
procedures used for collecting data with regards to the quality assurance program.

Reporting capabilities: Providers must describe their ability to provide reports on
utilization, cost containment, clinical quality, customer service and child welfare
outcomes.

Certification and Medicaid eligibility: Providers must supply documentation
verifying ODMH certification and Medicaid eligibility.

Malpracticeinsurance: Providers must describe any malpractice or other lawsuits
they have been involved with over the past five years. In addition, insurance
information regarding limits per claim, limits per year, amount of deductible and
frequency of utilization must be provided.

Servicetransition: Providers must demonstrate how clientswill transition from the
current service delivery system to a managed care model.

Professional refer ences: Providersmust furnish at |east five professional references
for the Partnership Team and/or Magellan.

F4.11 The third section, Fiscal Operations, constituted 15 percent of the total evaluation score.
Providers submitted supporting materials in accordance with the criteria in the Fiscal
Operations section. The criteriafor the Fiscal section is summarized below:

Audits: Providers must submit a FY 1995 audit and/or tax form 990 for the entire
organization. Providers must also include a list and explanation of all revenue
sources, including MHB, Medicaid reimbursements, third party payments and
individual fees.

Budgeting: Providers must furnish a narrative that demonstrates how budget items
are related to the service objectives and activities presented in the proposal while
justifying staff salaries. In addition, providers must submit a projected budget for the
implementation of the proposed services.

Cost containment and billing procedur es: Providers must describe proceduresfor
monitoring and managing the cost of service delivery and for obtaining cost
effectiveness. Providers must also submit an explanation of their billing procedures,
including those to be used for the implementation of proposed services.
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The evaluation process was conducted in three stages whereby 110 provider proposalswere
submitted and subsequently assessed against the criteria contained in the Program Content,
Service Questions and Fiscal Operations sections of the RFP. In stage one of the evaluation
process, submitted proposals had to meet certain minimum requirements in order for the
provider to be deemed qualified for further review. The minimum requirementsin stage one
involved the timely submission and level of completeness of proposals. According to the
RFP, proposals must be received by the Partnership Team at the appropriate address and by
the specified date and time. In addition, proposals must contain the required number of
copies, complete program narrative, and complete program budget. Proposals that did not
meet all the minimum requirements were deemed non-qualified and placed in the inactive
file.

In stage two, qualified proposals were evaluated by review committees which were
comprised of representatives from the Partnership Team and Magellan. All qualified
proposal swerereviewed by the committees using astandard eval uative rating sheet, tailored
specifically for the RFP. Rating sheets were completed by the committees for each of the
three proposal areas. The number of evaluation points for each area varied according to the
value assigned to that particular areaof the program. Theranking system used by thereview
committeesisillustrated in Table 4-5.

Table 4-5: Evaluative Ranking System

0 Ranking Inadequate or unacceptable response: The bidder (provider) did not respond to the

questions or the response reflects no understanding of the requirements.

1 Ranking Minimal acceptance: The bidder (provider) demonstrates a minimal understanding of

the requirements, but does not provide adequate detail or reflects more deficits than
strengths.

2 Ranking Fair: The bidder’' s response exceeds minimal requirements and demonstrates some

strengths, but also demonstrates some deficits.

3 Ranking Good: The bidder’s response reflects a solid understanding of the issues and satisfies all

the requirements.

4 Ranking Very good: The bidder’s response satisfies all requirements and exceeds some

requirements.

5 Ranking Excellent: The bidder’s response is complete and exceeds al requirements

Sour ce: RFP for Mental Health Managed Care Network Providers, issued by the Partnership Team
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In addition to the individual rating sheets, provider selections were based on the following
criteria

° Partnership Team’ s need to ensure service availability to all geographic areaswithin
Hamilton County;

° Partnership Team’s need to ensure availability of specific specialized services,

° Provider’s capability to serve the ethnic/linguistic needs of the population being
served; and

° Provider’s service capacity.

The individual rating sheets and additional criteria were used to determine the group of
potential providersfor the managed care network. According to the RFP, afinal composite
rating sheet will be maintained on file at HCDHS that includes the prioritized providers
rankings. After the completion of stage two, the Partnership Team and Magellan used the
results of the ranking process to compile a prioritized list of service providers. Using the
criteria and evaluation process, Magellan and HCDHS developed a short list of
approximately 22 candidates for the initial provider panel.

In stagethree of the eval uation process, providersfromtheprioritized list began negotiations
with Magellan. If contract terms could not be mutually agreed upon, providerswould not be
eigible for participation in the managed care network. Ultimately, however, al 22
candidates from the short list agreed to contract terms with Magellan. Contract terms
discussed during the negotiations included cost of service, method of reimbursement,
operating procedures and hours of operation. Once Magellan and service providers agreed
to contract terms, the Partnership Team approved the pending contracts to complete the
initial provider panel.

The criteria used to evaluate potential providers for the managed care network is highly
detailed. Service providers had to submit comprehensive proposals to meet the criteria and
requirements of the RFP. Coupled with the eval uation process, Magellan and HCDHS were
ableto develop aninitial network capable of providing timely, accessible and cost-effective
services.

Following theinitial development of the provider panel, Magellan added five new providers
to meet the service needs of clients. In accordance with the contract, the Partnership Team
and Magellan reserved the right to reissue the RFP to fill any service gaps in the provider
panel. In joining the network, additional providers were required to submit proposals
demonstrating their ability to meet the criteriain the RFP. However, Magellan did not follow
the ranking process used by the Partnership Team during the initial development of the
provider panel. Rating sheets were not used by Magellan in assessing the new providers
ability to meet the criteriain the RFP. Rather, new providers were assessed on their ability
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to provide particular services which would not only meet the identified needs of clients, but
would ensure the availability of specific specialized services.

In conjunction with representativesfrom HCDHS, Magellan should follow the same process
for ranking providers as the Partnership Team had followed during theinitial development
of the provider panel (see F4.13). By using the rating sheets to formally assess potential
providers, Magellan will remain consistent initsinitial evaluations of providersthroughout
thelifeof the contract. Furthermore, rankingsmay be used to compare current providerswith
potential providers in their ability to meet the criteria and requirements in the RFP. For
example, potential providers offering therapeutic foster care could be compared to current
providers offering the same service. By continuing to use the ranking system for new
providers, Magellan will be ableto better identify the most qualified provider of specialized
services while remaining consistent in its evaluation process. In future contact periods,
HCDHS and MBH should include the RFP as a component of the contract. All network
providers should be required to meet the criteriaoutlined in the RFP and should continue to
demonstrate the desired characteristics throughout the contract period.

According to the contract, it is Magellan’s responsibility to develop and maintain the
network of providers, and the Partnership Team'’s responsibility to oversee and monitor
Magellan on these activities. In addition, Magellan may not add or remove service providers
without first consulting HCDHS in writing. The Partnership Team has participated in
reviews of potential providers for the initial network and has continued to participate in
reviews for any new providers added to the network. Provider reviews consist of matching
offered services with the identified needs of children and family members. Typically,
HCDHS supervisors assist Magellan in evaluating provider’s submitted responses to the
RFP. Following the review, ajoint decision is made as to the provider’ s ability to meet the
identified needs of clientsin a managed care environment.

In taking an active role in the provider selection process, HCDHS is able to ensure that
contracted providers are not only qualified to join the network but are capable of providing
timely, accessible and cost-effective services. HCDHS exceeds contract stipulations by
actively participatinginthe sel ection of service providers. Furthermore, in making mutually-
agreed upon decisions with regard to provider candidates, HCDHS is able to foster a
collaborative relationship with Magellan.

Pursuant to the contract, Magellan entersinto agreements with each service provider in the
managed care network. Magellan uses a standardized agreement with each provider,
outlining responsibilities and defining covered services. However, provider agreements do
not contain the RFP criteria used to assess the provider’ s ability or inability to participatein
the managed care network. Furthermore, provider agreements do not include the
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credentialing requirements with which providers must comply as a condition to remaining
in the managed care network (see F4.22).

4.8 Magelanshould consider including the credentialing requirementsasaddendumsto provider
agreements. By including the requirements, providers are immediately made aware of the
criteriawhich must be met to remain in the provider panel. In addition, providers may begin
to implement the policies, procedures, or operationa changes necessary to meet the
credentialing requirements. By including credentialing criteria at the inception of the
agreement, providers would be able to seek direction and assistance from Magellan in
developing their own internal processes to best meet the needs of children in the managed

care environment.

F4.18 Approximately 20 percent of MBH’ sproviders (5 of the 27) were sel ected from the managed
care network to assess whether they continue to meet the RFP criteria initially used to
develop the provider panel. A sample of criteria, drawn from the three major sections of the
RFP, was used to verify providers continued compliance with the criteria. Table 4-6
illustrates the selected providers’ continued compliance with a sample of RFP criteria.

Table 4-6: Providers Continued Compliancewith RFP Criteria

RFP Criteria Group Therapeutic Residential Outpatient | Therapeutic
Home Foster Care Treatment Provider Foster Care
Provider Provider Provider Provider
Program Content: Provider Yes Yes Yes Yes Yes
must demonstrate the type,
location and times that
services will be available to
clients
Systems Questions: Provider N/A* Yes N/A * Yes Yes
must supply documentation
verifying ODMH certification
and Medicaid eligibility
Fiscal: The provider must Yes Yes Yes Yes Yes
submit a projected budget for
the implementation of the
proposed services
Sour ce: RFP responses and contracted providers
! These providers do not provide Medicaid eligible services or require ODMH certification
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All of the selected providers were able to verify the type, location and times of services
availableto clientsreferred by Magellan. In addition, selected providers furnished evidence
of ODMH certificationand Medicaid digibility if it wasapplicableto their agency. Projected
budgets for proposed services were al so furnished by the selected providers.

Service Provider Profiles

F4.19 Currently, MBH does not maintain service provider profiles. Thefocus of service provider
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profilesisto isolate each provider and highlight similarities to, and differences from, other
providers and the provider network as awhole. The purpose of a service provider profileis
to provide information to HCDHS and MBH about each service provider in the network,
specifically addressing the following capabilities:

° Number and types of clients served by each service provider;
° Service provider performance on key quality indicators and outcomes; and
° Service provider’s performance against the performance of the entire provider

network as awhole.

Discussion with MBH personnel has indicated that the development of service provider
profilesisdesirable, however prioritization of work to be performed has del ayed the creation
of the profiles.

In order to better manage the performance of the service provider network, MBH should
create service provider profiles, from which a substantial amount of useful information can
be developed. Service provider profiles could be developed using provider evaluations,
maintained in quarterly servicereviews (see R4.3), aswell asprovider rankingsasdiscussed
in R4.7. Service provider profiles can be used to achieve the following objectives:

Comparing the performance of providers of similar services,
Enhancing the design of the quality improvement program at MBH;
Distributing incentives or enacting sanctions,

Establishing corrective action plans; and/or

Providing the basis for continued measurement in the network.

By not devel oping and maintaining profilesfor each of the service providers, MBH forfeits
obtaining vauable information regarding the characteristics, abilities, and financial
performance of each service provider. In addition, maintaining profiles prevents MBH and
HCDHSfrom making decisionswhich may negatively impact each provider and the provider
network asawhole.
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Service Provider Locations

F4.20 Once Magellan and HCDHS determine that a client needs treatment, Magellan is
contractually required to refer theclient to aprovider for the necessary services. The contract
stipulates that Magellan will use its best efforts in ensuring that services and providers are
available at convenient times and placesto accommodate client schedules, including during
normal business hoursand evening hoursMonday through Saturday. The contract al so states
that sufficient services must be made available, depending on the level of care required, 24
hours a day and 7 days a week for urgent and/or emergency needs and within 7 days of
referral for other reasonable and necessary client needs. Furthermore, locations must be
concentrated in the following four sets of neighborhoods where large Children Services
populations are located:

West End, Mt. Auburn, Corryville and Over-the-Rhing;

Avondale, Walnut Hills, Evanston, Madisonville and Bond Hill;

South Cumminsville, Milvale, North Fairmont and English Woods; and
Northside, Winton Hills, Price Hill, College Hill and Westwood.

Services must also be available to children and families in the home when appropriate, as
well asin outpatient, in-patient or other residential settings.

Per contract requirements, Magellan’'s services are available during convenient times and
appropriate | ocationsto accommodate client schedules. Urgent and/or emergency needs can
also be addressed based on Magellan’s hours of operation and referral system. In order to
meet contract requirements regarding provider locations, Magellan has created an On-line
Referral System that enablesitsintake care managersto select the most appropriate types of
providers for each client based on the following criteria

Proximity of provider to the client’s home, school or workplace;
Specialty treatment requirements of client;

Cultural awareness of provider;

Provider practice patterns;

Professional expertise of provider; and

Other provider characteristics (gender, ethnicity and language).

The On-line Referra System matches this criteria against the database of provider
information gathered during the provider credentialing process (see F4.22). The automated
system then matches the client criteria against provider specialization and available
programs, and determines the best-suited provider. Additionally, Magellan care managers
confirm and review the client’s referral initially via telephone confirmation and then by
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writing a service delivery plan. Any problems with the service delivery plan result in a
consultation between Magellan care managers and the provider.

Through the use of the On-line Referral System, Magellan is able to match clients with the
most appropriate and best-suited serviceprovider inthe network. Providersare chosen based
on their ability to address the individual needs of the client. Additionally, the On-line
Referral System enables Magellan to place clients and/or offer services in locations which
arein close proximity to their homes.

HCDHS staff determined Magellan’ s compliance with servicelocation standardsin its 1998
annual review. The standard for outpatient services requires providers to be located within
30 minutes of the client’s residence. The location standard for out-of-home placement
services requires Magellan to maintain 60 percent of its client population within Hamilton
County and 95 percent within Hamilton and/or adjacent counties. The annual review
revealed that Magellan met the outpatient location standard by providing services for all
outpatient clientswithin 30 minutestheir homes. Thereview al so disclosed that 69.8 percent
of out-of-home clients were placed in Hamilton County, 9.8 percent above the 60 percent
benchmark. Furthermore, Magellan was only 4.5 percent below the 95 percent benchmark
for Hamilton and/or adjacent county placements. HCDHS used the Internet, specifically
“Map Blast,” to measure distances between client addresses and provider locations.

Credentialing, Licensing and Insurance Verification

F4.22

In order for Magellan and HCDHS to determine if network providers continue to meet
criteria as stipulated in the RFP, Magellan credentials and re-credentials providers on a
biannual basis. During the credentialing process, Magellan verifies the credentias,
experience and licensure of those agencies and staff members responsible for the delivery
of contracted services. The intent of the credentialing site visit is to ensure that network
providers meet minimum standards of care while assisting providerswith thetransition into
a managed care environment. The credentialing process enables Magellan to identify the
strengthsand weaknesses of contracted providerscompared to professional standardsof care.

Magellan and the provider community cooperatively developed two separate sets of
credentialing standards; one set wasdevel oped to eval uate out-of-home care providerswhile
the other set was developed to evaluate outpatient providers. Several weeks before the
credentialing site visit, aletter is sent to providers detailing the credentialing standards and
the documents which will be reviewed. Outpatient credentialing standards are based on the
mental health standards developed by Green Springs, acompany formerly subcontracted to
manage network providers responsible for outpatient mental health services. Due to the
recent purchase of Green Springs, however, management of outpatient service providers has
been taken over by Magellan. Standards for out-of-home care providers are primarily based
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on standards devel oped by Council on Accreditation for Familiesand Children (COA). Both
sets of credentialing standards are highly detailed. Examples of the credentialing standards
for therapeutic foster carein each of thefive major areas of eval uation includethefollowing:

° Administrative Functions: The provider has a clearly defined governing body and
is established as a legally recognized entity in the state in which it is located. The
programislicensed by the state to provide covered services. Theprovider haswritten
policies, procedures and plans for quality improvement and utilization review
functionsin place.

° Clinical Functions: The provider haswritten policies and procedures for designing
and implementing outcome-based individualized treatment plans, including client
involvement, family involvement, clinical teaminvolvement and discharge planning.

° Clinical Human Resour ces: The provider hasapolicy addressing payment to foster
parentsfor their services and payment is commensurate with the cost of maintaining
the child, the standard of living in the community and the special needs of the child.
The provider has an established mechanism for the ongoing monitoring of staff
licensure and certification.

° Clinical Documentation: Medical recordsinclude specific demographicinformation
regarding the client, authorizations to disclose information, client’s name and
identification number, progress notes and discharge information.

° Physical Plant and Safety Issues: The provider maintains documentation that
demonstrates its compliance with all applicable health, safety and fire codes. The
provider has written policies and procedures governing proper medication
administration and storage.

Although Magellan recently developed its credentialing standards based on COA
recommendationsfor out-of-home care providers, it should periodically update its standards
for both outpatient mental health and out-of-home care placement service providersthrough
consultation with national accreditation agencies including: Joint Commission on
Accreditation of Healthcare Organizations (JCAHO); National Committee for Quality
Assurance (NCQA); Commission on Accreditation of Rehabilitation (CARF); and COA to
search for new devel opments and innovations in credentialing.

A recommendation provided by NCQA suggeststhat managed care organi zations be careful
in not being overly restrictive with staffing credentials. Service providers should be enabled
to hire non-academic but highly-experienced staff and remain fully credentialed. A
significant percentage of direct service staff in the substance abuse field, for example, are
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people in recovery who have not pursued academic degrees but are nonetheless highly
effectivein certain clinical settings. Overly restrictive credentialing standards might prohibit
the use of such staff in the managed care network. Although Magellan uses minimum
standards for its provider staffing requirements, recommendations from national
accreditation agencies could assist MBH in ensuring professional standards of care in the
future. By periodically updating its standards, Magellan will remain consi stent with national
trendsand will be enabled to adopt new and innovative approachesin credentialing managed
care network providers.

Magellan uses afive-point rating scale during site visits to determine contracted providers

compliance with the credentialing standards. The rating scale and its corresponding
interpretations areillustrated in Table 4-7.

Table 4-7. Credentialing Rating Scale

Rating

I nter pretation

1.0-25 The standards were consistently met.

26-39 The standards were not consistently met and a plan of correction is required for specific areas
noted.
40-50 The standards were not met and significant improvement is required. A mutually agreed upon plan

of correction isrequired.

Sour ce: MBH credentialing evaluation letter to contract provider

Upon the completion of the first phase of credentialing, contracted providers were required
to submit aplan of correction for any deficienciesidentified by Magellaninthe credentialing
process. However, providers were not excluded from the network based on the first phase
of credentialing, yet providers would have been excluded if they failed to develop and
implement an appropriate plan of correction for any identified deficiencies.

Plans of correction are required for any areas rated 2.6 or greater within 30 days of the
Issuance of the credentialing evaluation letter. According to credentialing evaluation letters
to contracted providers, plans of correction are expected to be implemented and follow-up
visits may be conducted by Magellan to ensure that contracted providers are taking the
necessary steps to meet the established credentialing standards.

Magellan should conduct mandatory follow-up site visits for any provider who requires a
plan of correction. Mandatory follow-up site visitswould ensure that plans of correction are
implemented for any deficiencies identified through credentialing. Because the contract is
in effect for five years and credentialing occurs biannually, Magellan is limited in the time
It has to ensure that contracted providers are meeting professional standards of care in the
managed care environment. Therefore, more emphasis should be placed on follow-up site
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visitsto verify that contracted providersnot only meet the established credentialing standards
but that they are capable of providing timely and effective servicesto clientsand their family
members.

All contracted providersare required to maintain aprofessional liability insurance policy in
the minimum amount of onemillion dollars per claim and three million dollarsin the annual
aggregate to cover any loss, liability or damage. The Partnership Team initially required
providers to submit the following information in addition to the RFP criteria:

Limit per claim;

Limit per year;

Amount of deductible; and
Frequency of utilization.

Providerswere al so required to describe any mal practice or other law suitsthat they had been
involved with over the previous five-year period. In accordance with the credentialing
process, providers must also submit the front sheet of their liability policy in order for
Magellan to verify that the insurance is in effect throughout the life of the provider
agreement.

Currently, provider agreements stipulate that providers must maintain professional liability
insurance, list Magellan as an additiona insured and notify Magellan at least 30 days in
advancein case of cancellation, non-renewal or material amendment. Also as an additional
insured, Magellan would be notified by the insurance company in the event of any changes
in policy status. In an examination of submitted provider insurance policies, only one of five
providers listed Magellan as an additional insured. Without being listed on the provider’s
insurance policy, Magellan has no guarantee of notification if changes are made to the
insurance policy. Although provider insurance would cover any loss, liability or damage
during the delivery of subcontracted services, subcontracting has only been used for one
client throughout the history of the contract.

Through the credentialing process, quality assurance staff should verify that Magellan is
listed as an additional insured or certificate holder on providers insurance policies.
Although providersagreeto notify Magellan inthe event of cancellation, renewal or material
amendment to their insurance policies, thereis no guarantee that Magellan would be notified
if changes in policy status were to occur. By being listed as an additiona insured or
certificate holder, Magellan further safeguardsitself asa M SO from potential lawsuits and
liabilities stemming from provider malpractice. Furthermore, clients and their family
members receiving services would be financially protected in the case of accidents or
damages alleged to have been committed during the course of service delivery.
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F4.25 A random sample was conducted to verify provider compliance with selected credentialing

standards. Credentialing standards were drawn from each of the five major areas of
evaluation that correspond with both outpatient and out-of-home care providers (see F4.22).
The sample includes three providers constituting approximately 10 percent of the managed
care network. A random sample of credentialing evaluation letters was used to determine
provider compliance to the selected credentialing standards. Table 4-8 illustrates the

providers compliance with the selected credentialing standards.

Table 4-8: Provider Compliance with Credentialing Standards

Credentialing Standards Provider 1 Provider 2 Provider 3
Administrative: The programislicensed by the state to Yes Yes Yes
provide covered services.
Administrative: The provider maintains written Yes Yes Yes
documentation of quality improvement activities via
committee minutes and quarterly reports.
Clinical: The provider maintains written policies and Yes Yes Yes
procedures which define pre-admission, intake, screening
and referral protocols.
Human Resour ces: The provider has an established No No No
mechanism for the ongoing monitoring of staff licensure
and certification.
Documentation: Authorizations to disclose information No No No
are completed appropriately Percentage of 56 percent of 60 percent of
cases was not cases did not cases did not
indicated have have
authorizations | authorizations
Physical Plant and Safety: The provider maintains Yes Yes Yes
documentation that demonstrates its compliance with all
applicable hedlth, safety and fire codes.

Sour ce: Service providers and credentialing evaluation letters

All threeprovidersfrom thesamplewerelicensed by either ODJFS and/or ODMH to provide
covered services in Ohio. In addition, written documentation of quality improvement
activities and policies and procedures defining clinical protocols was verified through the
sample. The sample aso indicates, that in the majority of cases, authorizations to disclose
information in clinical documents were not completed in an appropriate manner.
Additionally, none of the providersfrom the sample have an established mechanism for the
continual monitoring of staff licensure and certification.
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Through the credentialing process, Magellan is able to assess provider compliance with
professional standardsof carewhileidentifying provider strengthsand weaknessesin various
areas of administration and service. Although providers may not meet all the standards,
Magellan isableto identify the areasin which providers need to improve their operationsto
comply with the standards. For exampl e, the samplefrom T able 4-8 indicatesthat providers
do not have an established mechanism for the continual monitoring of staff licensure and
certification, and that authorizationsto disclose information in clinical documents were not
completed in an appropriate manner. Although the sampled providers do not meet the
standard, the credentialing process enables Magellan to identify the need for improvement
andto requireaplan of correction. Asdiscussedin R4.11, mandatory follow-up visitswould
ensure that providers have implemented an established mechanism for the ongoing
monitoring of staff licensure and that authorizations to disclose information are compl eted
in an appropriate manner. Therefore, the credentialing process is an effective tool for
Magellan in monitoring provider compliance with professional standards of care.

In conjunction with the Partnership Team, Magellan should develop a system of incentives
to ensure that service providers implement plans of correction for credentialing
shortcomings. Currently, providersareremoved fromthe network if they fail to develop and
implement an appropriate plan of correction for identified credentialing shortcomings.
However, pursuant to the contract, Magellan is subject to financia incentives based on
various aspects of performance, therefore service providers could also be subject to such
incentives. If service providers fail to implement plans of correction for credentialing
shortcomings, they are automatically removed from the network. Alternatively, if service
providers implement plans of correction in an effective and efficient manner, Magellan
should be able to reward providers for their compliance with credentialing standards.
Coupled with mandatory follow-up visits (see R4.11), asystem of incentiveswould provide
Magellan with the capability to ensure provider compliance with professional levelsof care.
In addition, Magellan should furnish service providers with suggested policies and
procedures to rectify credentialing shortcomings. For example, Magellan could require
providers to adopt a protocol which would guide staff in appropriately completing
authorizations disclose information.

Pursuant to the contract, Magellan warrants that all contracted providers are duly licensed
inaccordancewiththeappropriate Statelicensing board. In addition, Magellanisresponsible
for regularly monitoring the licensure status of each contracted provider and its employees.
In responseto the RFP criteria, each provider wasinitially required to submit copies of their
Ohio Department of Mental Health (ODMH) and/or Ohio Department of Job and Family
Services (ODJFS) certification for the provision of identified services. The RFP also
stipulatesthat all servicesmust be provided by licensed/certified practitioners. Insigning the
provider agreementsto join the panel, providers warranted that all licenseswould remainin
effect and all employees would remain certified to deliver covered services.
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Agency and staff licenses are also verified during credentialing site visits (see F4.22). In
order to verify the existence and status of practitioners’ licenses, Magellan selectsarandom
sample of ten employee files from the provider and examines the licenses. During the site
visits, Magellan also verifies that contracted providers have established policies and
proceduresto monitor staff licensing and certification. Although T able4-8indicatesthat the
sampled providersdo not have an established mechanism for the ongoing monitoring of staff
licensure and certification, Magellan checks staff licensure during the credentialing process
and has made recommendations to providers for establishing an internal mechanism for
monitoring staff licenses. In order to achieve this credentialing standard, Magellan
recommends that providers require staff members to register their licenses on a Web site
devel oped by the Counselor and Social Work Board. The Web siteallows providers, aswell
as Magellan, to periodically monitor the status of staff licenses.

License renewals for contracted providers are monitored by Magellan through the
credentialing process. Credentialing site visits enable Magellan to check the status of the
provider license and to verify the renewal dates. Additionally, if any problems exist with a
provider’slicense, the provider is contractually obligated to report theissueto Magellan and
HCDHS. Furthermore, ODJFS and/or ODMH inform(s) the Partnership Team of the
provider’s licensure problem if one was detected by State licensing specialists.

Magellan usesavariety of methodsto verify the existence and monitor the status of provider
and staff licenses. By obtaining copiesof provider licensesfrom the RFP response, Magellan
can be assured that services are delivered by ODJFS and/or ODMH certified agencies.
Furthermore, the credentialing process enables M agel lan to effectively monitor thelicensure
status of providers aswell astheir staff members. By verifying provider and staff licenses,
children and family membersare safefrom receiving servicesfrom unlicenced providersand
practitioners. In addition, Magellan can be more assured that services are delivered properly
and in accordance with State standards.
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Policies and Procedures Governing Client Complaints and Grievances

F4.27 According to the contract, Magellan is required to develop a process for tracking and
monitoring complaints that are lodged on behalf of any client. Other MBH responsibilities
regarding client complaintsand grievances, asdetailed inthe contract, includethefollowing:

F4.28

Designating a staff person who will be responsible for receiving, addressing and
resolving complaints from 8:00 am. to 6:00 p.m., at |east five days each week;

Maintaining and making available to clients, contracted providers and advocates a
separate, toll-free phone number for receipt of calls. Magellan will ensure sufficient
staffing of this number so that calls are answered, in person, in atimely and efficient
manner;

Investigating complaints within one working day of the lodging of the complaint;

Completing its plan for addressing and resolving complaints and submit it to the
Partnership Team for itsreview and approval within 60 days of the effective date of
the contract;

Submitting quarterly reports to the Partnership Team summarizing complaint
information, including the frequency and outcomes of complaints as well as any
operational changes that have been made as aresult of complaints;

Training its complaint resolution staff to handle questions or complaints with
courtesy and proficiency;

Ensuring that contracted providers maintain policiesand proceduresregarding client
rights and responsibilities. Additionally, procedures must be in place to inform
clients of their rights and responsibilities concerning the process for lodging
complaints; and

Developing a client rights and responsibilities plan and submit it to the Partnership
Team for approval within 60 days of the effective date of the contract.

Magellan has an established processfor handling client complaints which is consistent with
the responsibilities outlined in the contract. Clients may lodge complaintsin writing or via
Magellan’s toll-free access line. Magellan has three employees dedicated to complaint
resolution. These staff members direct incoming client complaints to the Magellan care
manager directly responsible for the complainant’s services. In all cases, aconsumer/client
comment form is filled out and forwarded to the director of quality improvement for the
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purpose of tracking and monitoring client complaints. All complaints must be investigated
within 24 hours and resolved within 10 business days. However, complaints deemed
clinically urgent must be resolved within 24 hours. If the care manager cannot resolve the
complaint to the satisfaction of theclient, aformal grievance may be submitted to the project
director and Quality Assurance Committee for review.

Although aformal grievance has never been filed, Magellan has established procedures for
theinvestigation and resolution of client grievances. Grievancesare considered more serious
than complaints and would require more formal action by Magellan. Magellan is also
required to forward client grievances to ODMH and/or ODJFS. In accordance with the
established procedures for handling grievances, the project director is required to mail
written acknowledgment of the grievance to the client within 24 hours and to assume
responsibility for the investigation and resolution of the grievance. In conjunction with the
quality assurance committee, the project director reviews al materials related to the
grievanceand determinesafinal resolution. A writtenresponse, detailing thefinal resolution,
is sent to the client within 30 calendar days. Upon final resolution of the grievance, the
project director completes the client comment form and forwards it to the MIS director for
entry intothecomplaint-trackinglog. Finally, theproject director issuesamonthly grievance
report to the Partnership Team.

Magellan has clearly defined policies and procedures for the timely investigation and
subsequent resol ution of client complaintsand grievances. Magellan’ sestablished protocols
for complaint handling appear to be consistent with the contract requirements. The
establishment of such procedures ensures that the needs and interests of clients are
adequately addressed and reported to the Partnership Team. In addition, the complaint
procedures provide Magellan with the means to assess operational performance while
establishing a measure of accountability for the delivery of services.

In order to monitor and track complaints, Magellan furnishes Quality Improvement Reports
(QIRs) to the Partnership Team which include a table detailing complaints and comments
received throughout the quarter. The table provides the following information regarding
complaints:

Name of the provider

Date complaint received by Magellan
Content and source of complaint
Date of Magellan’s response
Urgency of complaint

Date of resolution

Performance Measurement and Provider Network Management 4-30



Hamilton County Managed Care - Magellan Behavioral Health Performance Audit

F4.30

The table also details the type of corrective action taken to resolve the complaint. The
Partnership Team is able to use the table to monitor Magellan’ s performance with regard to
complaint handling. For example, the Partnership Team can assess Magellan's timely
response and resolution to client complaints and/or grievances.

HCDHS should require Magellan to initiate the necessary proceduresto create and maintain
acentralized complaint/grievance database, instead of the current practice of maintaining a
complaint/grievancefileinaword processing softwarefolder. All relevant information about
complaints and grievances should be captured by Magellan’ s complaint resol ution staff and
entered into Microsoft Access or SQL Server to create and maintain a centralized
complaint/grievance database (see the software/licensed programs section). Meaningful
statistics concerning complaints can be generated from the database.

Database reports furnished to the Partnership Team can identify trends in complaints and
grievances among the different providers and be used to determine areas of weaknesswithin
the network. Thesetrends could be analyzed for specific providersor the network asawhole.
Furthermore, Magellan could discuss network trendsregarding complaintsat provider forum
meetings. Ultimately, the reports generated from the database would assist the Partnership
Team and Magellaninresponding to external concernsand improving servicesto clientsand
their family members.

Based on third and fourth quarter 1999 Quality Improvement Reports, the majority of
complaints received by Magellan complaint resolution staff are made by HCDHS
caseworkersand Guardiansad Litem, who serve as advocatesfor clients. Furthermore, these
complaints are generally lodged against service providers. Table 4-9 illustrates the number
and type of complaints received by Magellan complaint resol ution staff during thethird and
fourth quarters of 1999.

Table 4-9: 1999 Third and Fourth Quarter Complaints

Against | Against Against | Against Foster Total
provider | Magelan HCDHS Par ent

Third quarter 18 0 0 0 18

Fourth quarter 4 1 2 1 8

Total

22 1 2 1 26

Sour ce: Quality Improvement Reports
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The most common complaint against service providersinvolvestheir poor correspondence
with the various parties involved in client cases. Several complainants expressed
dissatisfaction with service providers who failed to maintain scheduled appointments or to
provide proper notification regarding scheduling changes. For example, a HCDHS
caseworker filed a complaint on behalf of aclient alleging that a service provider therapist
had rescheduled an initial appointment several times and was regularly late to meetings.

Numerous complaints regarding a particular service provider often prompt quality of care
reviews in which Magellan conducts site visits to investigate areas of concern. Quality of
carereviews are often conducted based on the severity of aparticular complaint. During the
reviews, Magellan’s quality assurance staff examines clinical documentation and conducts
interviews in order to identify any problems. Findings and plans of correction are
subsequently developed to assist the provider in improving the conditions which initially
provoked complaints. Magellan has not formally established criteriaunder which quality of
care reviews should be performed.

In conjunction with the Partnership Team, Magellan should formally establish the specific
conditions which would necessitate quality of care reviews. Such conditions could include
apredetermined number of complaintsregarding a particular service provider, or particular
typesof complaintsthat would merit immediate action. For example, aquality of carereview
would be conducted on any service provider who received five or morecomplaintsinagiven
guarter. A centralized complaint/grievancedatabase, asoutlined in R4.14, could monitor the
established conditions and automatically notify Magellan staff of the need for a quality of
care review. Although Magellan should formally establish the specific conditions,
Magellan’s quality assurance staff should maintain some discretion in initiating such
reviews. By formalizing the conditions which would trigger a quality of care review,
however, Magellan would be less likely to overlook problematic operations within the
network while prioritizing those cases which would necessitate review.

Magellan’scomplaint resol ution staff does not receive any formal training on complaint and
grievance handling or resol ution procedures. According to the contract, Magellanisrequired
to train its staff to answer client questions with courtesy and proficiency regarding
complaintsand comments (see F4.27). Although complaint resol ution staff membersfollow
the policies and procedures on complaint handling, formal training on complaint handling
has not been provided.

In order to enhance its ability in handling complaints in an appropriate and professional
manner, Magellan should consider providing formal training sessionsto complaint resolution
staff. Seminars or training sessions on customer service or conflict resolution techniques
could improve complaint resolution procedures by decreasing overall response time while
providing staff with the means to develop more creative and effective solutions to
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complaints. Additional training may also allow Magellan staff to foster and promote amore
consumer-focused complaint resol ution environment. Formal training sessionsthat promote
courteous and proficient complaint resolution techniques will serve the dual purpose of
helpingto ensureMagellan’ s compliancewiththe contract provisionson complaint handling
while increasing the Partnership Team’s confidence in Magellan’s ability to effectively
resolve complaints.

Policies and Procedures Governing Client Confidentiality and Client Rights

F4.32 Prior to 1993, practices by managed care organizations (MCO) that ignored
client/consumers rights have often resulted in inadequate care. In 1993, the federal
government passed the Model Managed Care Consumer Protection Act, which established
standards for client/consumer protection against MCOs whose policies and/or fiscal
incentives led to inadequate care. Furthermore, many advocacy and professional
organizations have established comprehensive bills of rights linked to the full spectrum of
services to which clients of managed behavioral health care and their families may be
entitled. One such organization, the Bazel on Center for Mental Health Law, developed abill
of rights which includes the following standards:

° No managed care entity may discriminate on the basis of disability, race, religion,
national origin, income, gender or sexual orientation.

° Clientshavetheright to befully involvedinall treatment decisionsand to participate
in the development of their service plan.

° Clients have the right to give or withhold consent to their service plan and to amend
their consent as their plan is modified.
° Children with a serious emotional disturbance should be in an interagency,

interdisciplinary service plan developed with their family and approved by their
parent or guardian.

° Treatment plans must respect the individual client’s choice of service and service
Setting.

° Clients have theright to refuse any treatment they do not feel is appropriate and may
not be disenrolled because they have refused treatment.

° Clientsmay not be denied servicesthat are appropriateto their needs because of their
decision not to accept other services.
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Managed care entities must ensure confidentiality of records, guarantee clients full
access to their own records and protect individual privacy.

Clients have the right to establish psychiatric advance directives or durable powers
of attorney specifying how they wish to be treated in an emergency or if they are
incapacitated. The managed care entity should be required to educate its providers
on the use of advance directives.

Clients have the right to appeal decision about their treatment when they disagree.
The managed care entity must have an effective, expeditious, accessible, fair and
uniform grievance procedure to allow clients to appeal decisions about care they
receive or services they are denied.

Clients have the right not to be disenrolled from the plan without just cause.

F4.33 Magellan monitors service providers to ensure that written policies are in place regarding
client rights and responsibilities, and that clients are informed of these rights and
responsibilities. Asservice providersjoin themanaged care network, Magellan recommends
that providers develop a well-publicized doctrine that informs clients of their rights and
responsibilities. Through the credentialing process (see F4.22), Magellan verifies that
service providers maintain such a doctrine that includes the following client rights and
responsibilities:

Timely and affordabl e behavioral healthcare services;

Ongoing and up-to-date information and assistance about services and available
resources;

Full participation in the service planning and delivery process;

Involvement with the choice of providers and facilities, with the role of families as
primary decision makers and care givers;

Sufficient information to enable the client to render informed consent to treatment
except in emergencies;

Knowledge of the name, professional status and function of those behavioral
healthcare practitioners involved in the care and treatment of clients and their
families;
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° Accommodation, through every reasonabl e effort, to the client’ s cultural language or
gender preferencesin the selection of a provider;

° Privacy and confidentiality of all recordsand communications, such that only people
directly involved in the specific client’ s case have access to them;

° Upon request, receipt of copies of all treatment records sent to third-party payers;

° Information about any behavioral outcomes-related research in which Magellan or
aprovider isinvolved and the right to agree or refuse to participate in this research;
and

° Information about the complaint, grievance and appeal processes should a dispute

arise over treatment and/or claims.

Biannual credentialing site visits enable Magellan to ensure that providers maintain written
policies and procedures whereby clients are informed of their rights and responsibilities
regarding service delivery. In addition, Magellan’s recommended client rights and
responsibilities for service providers are consistent with client/consumer bill of rights
developed by national advocacy groups. Therefore, Magellan is enabled to ensure that the
network has built-in safeguards which not only protect clients’ rights, but also foster higher
standards of care.

Magellan hasdevel oped aclient rightsand responsibilities pamphlet to inform clientsand/or
their family members of their right to file a complaint about the quality, availability or
appropriateness of provided services. The rights and responsibilities pamphlet is made
available to clients upon their first appointment with a service provider. The pamphlet is
highly detail ed and providesclientswith background information on therel ationship between
Magellan, DHS and service providers. The pamphlet also informs clients of their various
rights and responsibilities (see F4.33). Most importantly, however, the pamphlet describes
the process by which clients can lodge complaints or seek redress of grievances.

By distributing therightsand responsi bilitiespamphl et to clientsupon their first appointment
with a service provider, Magellan can be assured that clients and their family members are
informed of their right to file a complaint regarding the quality, availability or
appropriateness of provided services. In addition, the pamphlet provides highly detailed
information that not only delineates clients' rights but also describes the intent and
philosophy behind Magellan’s coordination of covered behavioral mental health services.

The right to confidentiality is an essential component of the therapist-patient relationship,
and therisk of breachesin client confidentiality are significant in the context of managed
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care. The complexity of amanaged care system to provide the most appropriate servicesare
not inherently conducive to protecting the confidentiality of clients, due to the passage of
clientinformation between different parties. Furthermore, consumersof substance abuseand
mental health treatment services and their families are especially vulnerable because of
information that may be disclosed when they seek authorization for treatment or arereferred
from one practitioner or provider to another. Therefore, it is necessary for amanaged care
entity to have comprehensive policies and procedures in place governing client
confidentiality.

Magellan maintains a comprehensive policy with detailed procedures which provides
guidelines for safeguarding confidential client information in accordance with State and
federal law, industry standards and professional ethics. As required by the contract,
Magellan’s comprehensive policy is consistent with the confidentiality requirements as set
forth in part 2 of title 42 of the Code of Federal Regulations (CFR) and chapter 51 of the
Ohio Revised Code (ORC). In addition to federal and State requirements, Magellan’ s policy
includes specific guidelines for staff to follow in situations where there is a high risk of
breaching client confidentiality, including the following scenarios:

° When calling aclient or hisor her designated representative, staff must confirm that
the client is on the phone by requesting the client to state his or her entire name prior
to disclosing confidential information.

° When a client’s treatment record involves other parties, the authorization of each
party must be obtained prior to affording the client access to his or her treatment
record.

° If the client isincapacitated, information needed for diagnosis and emergency care

maly berel eased without written consent. Theclinicianwho releasessuch information
must immediately inform the appropriate management staff.

° Prior to disclosing information pursuant to awritten authorization, Magellan staff is
required to check the expiration date on the authorization form to assure that the
authorization isin effect on the date disclosure is contempl ated.

° When preparing an Authorization for Release of Records or Information form for a
client’s signature, Magellan staff assures that the form properly identifies the
requested information.

Magellan mai ntainsahighly-detailed and comprehensive policy on client confidentiality. The
policy not only outlines applicable federal and State confidentiality requirements, but also
addresses how guidelines on confidentiality apply to daily operations. By specificaly
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identifying the various scenarios in which issues of confidentiality arise, Magellan has
established effective safeguards to protect clients from breaches in confidentiality. The
importance of these confidentiality protections is enhanced due to the sensitive nature of
client information and the complexities of the managed care environment.

Newly-employed staff membersat Magellan areinformed of the protocol for confidentiality
and of their legal and ethical duty to maintain client confidentiality during orientation. In
addition, a signed confidentiality agreement is secured from individual staff members and
kept in their personnel files throughout their employment. However, periodic training
sessions on confidentiality policies and procedures are not conducted.

Network service providers agree to maintain policies on client confidentiality which are
consistent with federal and State |aws applicabl e to the storage and maintenance of medical
and mental health records, disclosure of client information and privacy. Procedures for the
maintenance of client records and other measures instituted to assure client confidentiality
are verified and evaluated during credentialing site visits (see F4.22). However, service
provider clinicians do not receive periodic training on client confidentiality from Magellan.

In conjunction with the Partnership Team, Magellan should develop and initiate periodic
training sessions on client confidentiality for its staff as well as for service provider
clinicians. These training sessions should mirror the confidentiality training attended by
HCDHS' Children’s Services staff. In amanaged care setting it is necessary to pass client
information among a number of different parties to deliver the most appropriate services,
therefore, the likelihood of breaching a client’s confidentiality becomes increasingly
probable. Therefore, Magellan should place more emphasis on safeguarding client
confidentiality and privacy through the devel opment and initiation of periodictraining. Such
training sessions would not only inform staff members of changes in federal or State
confidentiality laws but could a so be used to reeducate those staff memberswho have been
employed for an extensive period of time. Periodic training sessionson client confidentiality
should address a variety of issues and topics including the following:

° Reviewing the techniques and methods used to inform clients of their right to
confidentiality;

° Reviewing all standard confidentiality forms, including the Authorization for
Release of Records or Information form;

° Reexamining al applicable federal and State confidentiality regulations, including:
part 2 of title 42 of the Code of Federal Regulations (CFR), chapter 51 of the Ohio
Revised Code (ORC) and the ODJFS Public Records and Confidentiality Laws
manual, OAC 8§5101:2-34-38;
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° Reviewing all possible scenariosinwhich breachesin client confidentiality are most
likely to occur;

° Reviewing all credentialing standards on confidentiality by which service providers
are evaluated;
° Reviewing the crisis protocol for high profile cases that includes time frames, staff

responsibilities and mediarelations; and

° Discussing issues pertaining to confidentiality and the managed care information
system, including: firewall installations, security clearances and client identifier
codes.

Periodic training sessions would prepare Magellan and service provider staff in making
appropriate and sound decisionsinvolving client confidentiality. Informed decision-making
on confidentiality issues enhances the safety and protection of children and their family
members while safeguarding employees from potential liability issues.
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Technology

Performance Measures

The following is a list of performance measures that was used to conduct the review of the
technology component of the contract between Magellan Behavioral Health (MBH) and the
Hamilton County Department of Human Services (HCDHS).

Assess the functionality of management information systems

Analyze compliance with contract stipulations for hardware and software purchases and
installation

Assess compliance with training requirements

Evaluate technology training and operations manual

Evaluate existing hardware capabilities to determine if stated functionality exists
Evaluate existing software/licensed program capabilities to determine if stated
functionality exists

Assess network connectivity between MBH, HCDHS and providers

Review hardware support system based on staffing, hours of availability, provider
satisfaction and assistance wait time

Review software support system based on staffing, hours of availability, provider
satisfaction and assistance wait time
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Findings/ Commendations/ Recommendations

F5.1

F5.2

As a component of the contract, MBH has developed and implemented an up-to-date case
management and claims processi ng software system based on CMHC software. The contract
requires Magellan to operate the case management and claims processing system at two
levels:

° Individual Provider/Agency L evel: Thesystem consistsof aclient, patient, practice
management, and health care record fields. This system is similar to IDX, Medical
Manager, Medic, or Versys. Magellan isrequired to upgrade the practice and agency
management of providers and the Partnership Team through the implementation of
the system, whilerealizing both present and future cost savingsfor providersand the
community.

° Management Oversight Level: The system is similar to those third and fourth
generation systems that alow roll up functions across al providers. Roll up
functions allow datato be analyzed at both the provider level and at anetwork level
within the same system. The management oversight reports encompass claims
authorization and payment; credentialing; case management; utilization review and
quality assurancefor case management, fee-for-service; and capitation environments.

Magellanisa sorequiredto provideall software, equipment, supplies, and personnel to carry
out all assigned tasks. Although personnel and training issueswere present during theinitial
implementation of the system, these issues had been resolved prior to the beginning of this
audit. According to HCDHS and MH management, MBH has fulfilled the requirements of
the contract in the devel opment of the case management and claims processing systems (see
also C5.1, F5.3, F5.4, F5.7 and F5.8).

The Substance Abuse and Mental Health Services Administration (SAMHSA) devel oped
guidelines for management information systems (MIS) used in Medicaid managed care
environments. An ideal system, as recommended by SAMHSA, should have the following
attributes:

° Person-centered;
° Integrated; and
° Operational (useful).

The system should be able to maintain and integrate the management services organi zation
(MSO), provider and patient information and records. Table 5-1 compares additional
SAMHSA recommendations with the current Magellan system.
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Table 5-1: Comparison of SAMHSA Recommendationsto Magellan System

SAMHSA Criteria Magellan System
Management of Eligibility I nformation Providers can access eligibility information through CMHC. CMHC is updated
through Blue software.
Provider Credentialing Credentials maintained in CMHC for contracting purposes. MBH isin the process
of implementing credential and performance measurement fields for providers.
Exchange of Data between Providersand M SO Providers generally use telephone connections, although two have Quad ISDN lines.
Standardization of Clinical Assessments Standards are maintained in CMHC system. Standardized assessments have been

developed for HCDHS caseworker, provider treatment plans and case notes.

Outcome Evaluation Some outcome reports may be possible, but current focusis on contractually
required performance measures.

Utilization Management and Treatment CMHC provides utilization management through requiring provider treatment
Authorization Process authorization. Authorizations are responded to within seven days for non-
emergency cases. A copy of the authorization letter is faxed to the provider when
on-line approval has been granted.

Case Management Although CMHC contains case management software, the MBH MIS director has
identified several areas of underutilization.

Services Tracking Services Tracking can be accomplished through CMHC.
Claims Processing CMHC has claims processing capabilities.
Implementation of Performance Criteria The MBH MIS gathers data for performance reporting, allowing for monitoring of

data and potential implementation of improvements.

Reporting Reporting is accomplished through SQL Server and Crystal Reports with data
drawn from the CMHC system.
Quality Assurance CMHC tracks critical incidents, provider meeting attendance, history and trends of

denials and other quality assurance issues.

Incident Reporting Incidents can be reported and tracked viathe CMHC system.
Source: SAMHSA MIS Criteria, MBH MIS Department

Based on SAMHSA criteria, the Magellan MIS appears to fulfill the criteria of a high
performing managed care information system. According to MBH representatives, the two
software packages used to create the MBH MIS were each strong software packages— one
contained case management software, whilethe other contai ned claims processing software.
The large investment in technology and the sophisticated system developed by MBH
provides awide array of potential electronic records for use by HCDHS and providers.

O
a1
=

Thesystem developed by Magellan’ sMISfor useinthe True Care Partnership project fulfills
the criteria of a high performing management information system. Systems of similar
architectureand capabilitieshavenot been devel oped in other jurisdictions. CMHC combines
the functionality of case management software with claims processing software to provide
aholistic approach to Medicaid managed care behavioral health management for Hamilton
County residents.
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R5.1 MBH should ensure complete implementation of the credential and performance
measurement fields for providers. In addition, outcome reports should be emphasized in
futurereport development and M BH should encourage the Partnership Team to consider the
addition of outcome measure reports in future contracts. Finally, the MIS director should
increase training for providers on the case management components of CMHC software and
should ensure full utilization of the CMHC case management functions by MBH care
managers, providers and DHS personnel.

F5.3 Magellan isrequired to provide certain hardware to the Partnership Team as a component
of the contract. The contract Project Budget itemizes the hardware needed to create and
operate the MIS. Table 5-2 details the hardware and the associated costs for the 5 year

contract.
Table5-2: Hardware per Contract
Type of Hardware Number Designer/Model 5Year Cost
Access Server 2 (aaHCDHS) | Cisco AS5200 $122,985
1 (at MBH)
SQL Server NT 1 | Compag P500 $55,166
Exchange Server 1 | Compaqg P2500 $69,591
File Server and Redundant | 2 (at HCDHS) | AlX (Unix) $231,200
Back-up
Switch 1 (at HCDHS) | Cisco Backbone Switch $12,915
1 (a MBH)

PCs 60' | Compag Disc Pro’'s $244,281
Notebooks N/A 2 | IBM $12,284
Existing PC Upgrades N/A 2 | Intel 10T $1,146
Router A 1 | Cisco 1604 $18,520
Router B 0 | Cisco 1005 $0
Printer A N/A 2 [ CMHC App Printer $109,562
Printer C N/A 2 | HP5N $17,056
Modem w/cable 60' | USR $19,671
Total $914,377

Sour ce: Exhibit 4 - Project Budget

! MBH estimated that 60 PCs and modems/network cards were now in use.

2 Datawas not available.
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The providers and the Partnership Team confirmed receipt and installation of all required
hardware as outlined in the Implementation Plan (Exhibit 8). The Partnership Team and
providersal so confirmed compliancewith the Acceptance Test Plan (Exhibit 1), which tested
the functionality and required parameters of the MIS.

Additional hardware has been purchased by Magellan to address user needs and maintain a
state-of-the-art system. Proposed additional purchases were presented by Magellan to the
Partnership Team for approval. Thefollowing additional itemswere approved and have been
purchased and implemented:

° Memory upgrades for the UNIX server and the NT servers;
° Additional modems and monitors; and
° A laptop computer and a desktop scanner.

These hardware items were needed to maintain the integrity of the technology currently in
place as well as enhance capability of the MIS.

Magellan has monitored provider needs and advancements in technology and provided
enhancementsto the MIS. Through enhancements, MBH ensuresthat the system meets user
needs and adequately supports the M SO and provider functions.

Based on the technology budget included in the contract and actual expenditures, MBH
technol ogy expendituresare under budget for thefirst two years by approximately $261,799.
Expenditures are tracked by vendor, not type of purchase and hardware versus software
expenditurescan not bedistinguished. Table5-3 comparestheactua hardware and software
expenditures to the technology budget for the first two years of the contract.

Table5-3: Actual vs Budget Computer Costs

Vendor

1998
Budget

1998
Actual

Variance

1999
Budget

1999
Actual

Variance

CMHC

$253,654

$123,240

(51.4)%

$123,240

$73,240

(40.6)%

KDP

$168,152

$128,760

(23.4)%

$170,753

$128,760

(24.6)%

Totals

$421,806

$252,000

(40.3)%

$293,993

$202,000

(3L.3)%

Sour ce: Magellan Financial Reports

During each of thefirst two contract years, Magellan’ stechnology expenditures were under
budget by 40.3 and 31.3 percent respectively. The lower expenditures are attributed to the
planned implementation of browser user interface (BUI) based software and anticipated
future expendituresfor hardware upgrades. In each year, the Partnership Team must approve
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any budget changes and all expenditure requests. MBH was conservative in technology
expenditures to reserve approximately $280,000, which will be needed for hardware
upgradesin FY 2001 (see F5.9).

Two MIS serversarelocated at HCDHS, including the primary and back-up server, and the
two NT servers used for functions such as electronic mail. All of the server hardware will
become the property of the Partnership Team at the end of the contract.

Magellan does not provide PCsto the Partnership Team. The Partnership Team usesitsown
equipment to access the system, thereby maintaining agency system integrity, agency
standards, and existing firewalls. Hardwareis provided by Magellan to each of the provider
agencies, but specific hardware requirements differ depending on which agency initially
contracted with theprovider . ADAS providersreceive one PC, one monitor and one printer
which are connected to the MBH network. HCDHS providers who perform only HCDHS
work receive the same package. Providers that serve both HCDHS and ADAS a so receive
two computers, monitors, and printers to facilitate data entry. The HCDHS and ADAS
systems appear on the desktop of each computer.

Magellan wasrequired to purchase and implement several software/licensed programsunder

the requirements of Exhibit 2 of the contract. Table 5-4 shows the required software. All
of these programs have been implemented and are operational.

Table 5-4. Contractually Required Licensed Programs

M anufacturer

Product Name User Thresholds Scope of Use

MISPro

CMHC Claims
Processing

600 Installs, 10,000 Users | Claims processing for HCDHS and ADAS

providers

Microsoft

Windows 95 Unlimited Desktop operating system

Windows NT Unlimited Network operating system

Office 97 Unlimited Desktop applications

Exchange Server Unlimited Office-hased el ectronic messaging-client

Unlimited

Exchange Client

Office-hased el ectronic messaging-client

Cisco

CiscoVision

50,000 Users

Remote monitoring and management of routers

SMC

EliteView

50,000 Users

Remote monitoring and management of individual
network interface cards

Sour ce: Contract for Services, Exhibit 2

During the acceptance test, the Partnership Team observed a demonstration of the
CMHC/MIS operation and verified that the system contained all required software. Log on
capabilities were tested at a later date through daily access of the system and ongoing
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monitoring of the system’ sperformance. All of the contractually required licensed programs
are instaled and operational on the MIS.

Magellan has upgraded the software included in the MIS to meet the changing needs of the
Partnership Team. The upgrades and additional software purchases madeto theMISinclude
the following:

eCet Clinical content package from CMHC Systems,
SQL Driversfor the CMHC/MIS application;

SQL Server;

AlX upgrade from 4.2.1t0 4.3.3;

ABC Claim Check;

Blues Terminal Emulator for Magellan MIS; and
Seagate Crystal Reports.

MBH purchased more software licenses and upgraded some of the programs beyond the
contractually specified levels because of the unexpectedly large number of referrals and
client records which need to be processed and maintained. For example, Microsoft Access
was the program initially installed for database purposes, but the program was replaced by
Microsoft SQL Server because of increased data processing needs. Access can only
accommodate 100,000 records while SQL Server, coupled with Crystal Reports, manages
the approximately 700,000 records currently on the system with ease. As a result of the
upgradesand Magellan’ sattentionto the needs of the system users, the Partnership Team has
received software and licenses beyond the required contract provisions. Because of the
relative newness of Medicaid managed care information systems, the upgradesinitiated by
Magellan were not predictable.

The upgrades provided to the Partnership Team and providers by Magellan have increased
the utility of the MIS. MBH has responded to unanticipated demands on the MIS and, with
the approval of the Partnership Team, has upgraded the software to meet the demands of the
systemusers. Initiativessuch asthe upgradeto Microsoft SQL Server from Microsoft Access
and the purchase of the terminal emulator Blues for Windows, allow MBH to maintain an
up-to-date and effective MIS in a changing environment. Furthermore, MBH’ swillingness
to accommodate the needs of the users beyond the contract parametersdemonstratesadesire
to fulfill the intent of the contract beyond stated provisions.

The user interface on the MIS was scheduled to be upgraded to a BUI system on or before
January 1, 1999. MBH did not implement the conversion because a new upgrade for the
system was only recently made available. CMHC provided Magellan with browser/user
interface (BUI) functionality as a component of CMHC maintenance and upgrades during
FY 2000. MBH worked with providersfor HCDHSand ADAS, and Internal Care Managers
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to prioritize the screens that will be upgraded. The Magellan MIS Department will be
responsiblefor actual programming in the BUI environment. Upgradeswill berolled out in
phases because of the programming complexities and the length of time anticipated for full
conversion. Standard user interfaces will remain available in the BUI environment for
screens that have not been upgraded.

Full implementation of the upgradewill not be possible until new software and hardwareare
implemented by MBH. Hardware capabilities and probabl e usage rates are being measured
to determine system needs to handle the increased data volume that accompanies a change
from character based information to graphic based information.

MBH should present a budget amendment to the Partnership Team to accommodate
expenditures for hardware upgrades. As implementation of the BUI software is dependent
on hardware upgrades, the Partnership Team should approve implementation of the new
hardware as soon as possible. MBH estimates that the new servers required to operate the
BUI software will cost approximately $280,000.

Financial Implication: New hardware to operate the BUI software will cost the Partnership
Team approximately $280,000 net.

HCDHS runs an internal MIS in addition to the CMHC system. HCDHS installed Oracle
financial softwarein FY 1998. The Oracle program interfaces with the Magellan MIS to
update the claims database when payments are made. Financial datais exchanged through
an ASCI|I fileaccessibleto HCDHSthroughthe Magel lanwebsite. HCDHS M IS staff access
the file and update the information on a daily basis.

Client demographic datafrom HCDHS is created by the caseworkers and downloaded from
the HCDHS MIStothe MBH system on anightly basis. The client information corresponds
to the financial data and is used to define the population covered by provider claims. The
el ectronic datainterchanges (EDIs) areaudited at the end of each year to reconcilethe claims
and demographic data to the payments made by HCDHS. HCDHS has set a target date of
mid-2001 to have a system capable of verifying checks as they are cut.

Magellan isrequired to devel op atraining plan and to provide ongoing training to HCDHS,
ADAS and providers. The training plan must be approved by the Partnership Team. MBH
proposes an agenda for each training session specifying the intended subject audience, the
expected duration of the training, approximate session dates and suggested locations. For
each training session, Magellan also develops a training curriculum that includes resource
materials, training outlines and structured activities.
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A comprehensive training program is necessary to familiarize employees with the new
system when anew technology system isimplemented within an organization. Thetraining
programs provided by MBH areintended to fulfill both the requirements of the contract and
addressthe needs of the providersand system users. The addition of providersto the network
increasesthe need for ongoing training, asproviders havelittle past experiencewith caseand
claims management software.

Magellanisalso required to hold ongoing training sessionsat | east quarterly, and to organize
additional training sessions whenever systems or procedures are altered. According to
Magellan staff, training is accomplished in three phases. Initialy, MBH provides an
introductory training to acquaint users to the MIS. MBH aso provides quarterly update
training to its users. Finaly, the MIS staff conducts bi-weekly user group training for
HCDHSand ADASproviders, and Internal Care managers. During the bi-weekly user group
sessions, Magellan notes any issues that may necessitate additional training, updates the
training curricula as the system changes, and answers specific questions from the user
groups.

Magellan aso conducts a provider refresher course and ongoing ADAS training, which is
tailored to ADAS user needs. The refresher courses allow users who do not attend the user
group meetings to receive additional training. Magellan receives feedback on training and
system issues through the monthly clinical director’s meeting.

Training requirements are based on the contract which states,

“(MBH) shall develop and provide to the Partnership Team and Contract Providers such
Training and Operations Materials as appropriate to the efficient and orderly operation of
the Managed Care Information System.”

The contract aso states that MBH shall train the Partnership Team in the use of hardware,
licensed programs, and thedata collection system. Exhibit 7 containsperformanceindicators
and benchmarks for technology training. The performance indicator states that “the M SO
will provide to PT (Partnership Team) staff and providers timely and competent training.”
Theincremental benchmark statesthat 95 percent of thetraining will be provided timely and
competently.

While the contract stipulations and the performance measures are general in nature, MBH
appearsto provide asufficient number and range of training opportunitiesto users. Although
bi-weekly user group meetings are not required by the contract, user group training enhances
providers understanding of the information system and increases the utility of case
management and claims processing software.
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Magellan’straining istimely and is more extensive that required by the contract. Magellan
has enhanced its training program beyond the requirements of the contract through the
implementation of bi-weekly user group training. Bi-weekly training provides severa
benefits for MBH and system users which are listed below:

° Provides an additional opportunity for updated training;
° Allows providers to ask questions about the MIS;

° Provides users with aforum to receive answers to questions and clarify
procedures;

° Provides a personalized instruction atmosphere;

° Augments the Help Desk function; and

° Allows flexibility and responsiveness to user and industry changes.

MBH isrequired to providetraining to HCDHS caseworkers and supervisors. Only training
for supervisors had been completed at the time of this audit. The training program for
HCDHS caseworkerswasstarted in July 2000, but HCDHS postponed thetraining asaresult
of limited hardware (PCs) and system access for caseworkers.

HCDHS provided hardware and system access to caseworkers after July 2000, but has not
initiated training with Magellan. HCDHS cited training space and time requirements as a
barrier to commencing training. Training would require two to three consecutive daysin a
location to house 250 staff members. The current upgrade to aBUI system(see F5.9) alsois
partialy responsible for the delay. MBH and HCDHS intend to delay training until system
upgrades have been implemented.

HCDHS and Magellan should work together to ensure that HCDHS caseworker training is
completed as soon as possible. A date has not been identified for completion of
implementation of the BUI and further training delays dilute the benefits received by
HCDHS through the contract. HCDHS should conduct preliminary training for all
caseworkers and should reserve training facilities once the BUI update has been installed.
Initial caseworker training should be conducted in smaller groups; a class size of 12 (the
maximum that can be accommodated in the MBH and HCDHS computer labs) is
recommended. By conducting training in small groups, MBH and HCDHS will not need a
large auditorium and alarge portion of caseworkerswould remain onthejob, whileasmaller
number received training. Although the training would take approximately one and one-hal f
months of continuous rotations, small group settings would benefit both HCDHS and MBH
and allow HCDHS to phase in use of the system. For more information about training
facilities and methods, see F5.15, F5.16, R5.4 and R5.5.

Magellan eval uatesitstraining programsthrough apre-test/post-test eval uation and through
awritten evaluation, which is completed at the end of each training session. The datafrom
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evaluationsis compiled and analyzed statistically by the Magellan clinical statistician. The
analyses document both objective and subjective comments from each respondent.

Anevaluation processisessential intraining programsto ensurethat trainingiseffectiveand
that it addressestheissuesthat are pertinent to users. Although several methods of program
evaluation exits, collecting data from training participants provides the greatest level of
objective and subjective data. Likewise, a pre-test/post-test methodology allows the trainer
toimpartially eval uatethe effectiveness of training onthe participant’ sknowledge base. MIS
pre-tests/post-testsand eval uations show both anincreasein user technology throughtraining
and an overall improvement in training service delivery during the contract period.

An independent assessment of the effectiveness of the training program for providers was
conducted via a non-statistical, random telephone survey of 25 percent of the provider
network. Respondents were asked to rate the following on afive point scale:

General impression of the training program;
Effectiveness of the training program;

Effectiveness of the trainers;

Topics selected for training; and

Relevancy and completeness of the training program.

Eighty percent of the respondents found the training to be good to excellent and 100 percent
of the respondents rated the choice of topics as good or excellent. The trainers were also
rated as good or excellent by 80 percent of the respondents.

The survey results correspond findings from Magellan evaluations. Respondents noted, in
40 percent of responses, that the MIS Department and the training program have improved
since Magellan assumed the training responsibility from CMHC. A comparison of results
from the HCDHS first-year review and the past quarter review indicate an improvement in
the training curriculum and effectiveness.

TheMIS Department and thetrai ning program have shown marked improvement in objective
analysis and provider satisfaction levels. MBH offers a more focused and user friendly
training program which improves the users understanding of the MIS. Shifting training
responsibility from CMHC to an in-house setting provides much greater control and
concentration to the MBH training and MIS staff.

Magellan uses avariety of mediaand locationsto conduct training for system users. Formal
training takes place in the training laboratories at Magellan and HCDHS. The labs are
equipped with projection machines and work stations so the classis able to apply the lesson
to the MIS as they learn the material. PowerPoint presentations are sometimes used to
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emphasi zeaspectsof thetraining programs. User groupsand other informal training sessions
takes place at MBH headquarters. However, training programs are generally not provided at
individual provider sites.

The contract does not contain provisions to guide the location of training and types of
training tools to be used. Best practice data suggests that the “see it, say it, do it” method
providesthe greatest retention of detail-oriented task training. Allowing usersto operatethe
computers as they learn system functionsimproves retention and increases user skill levels.
Also, training provided through an auditory medium is recognized as the least effective
method of communication and, as a result, visual materials and hands-on experiences are
crucial to an effective training program.

The training labs and visual presentations offered by MBH indicate a strong interest in
supplying high quality training programs. Asindicated by survey respondents (see F5.14)
the training program currently in use is superior to the training provided by CMHC during
thefirst year of the contract. Most providers recognize the benefits of training and appear to
have increased their performance levels on pre-test/post-test instruments. However, some
providers have not used the training programs and lack the skills to effectively use the
CMHC system.

Magellan provides a supportive |earning environment using best practice training methods.
Hands-on training, which occursin MBH and HCDHS labs, is of particular importance in
increasing user familiarity with the system and ensuring theretention of traininginformation.

Magellan should offer training at provider sites to ensure that al providers and their
employees are trained on the CMHC system. MBH has two basic options in implementing
training at provider locations including:

° Conducting user group meetings at different provider sites on arotating basis; or
° Conducting update training throughout the user locations on an individual basis.

Mandatory or 100 percent attendance could be achieved by conducting training at each
separate provider location. Provider employees would be able to directly apply lessons to
their records. Also, conducting training at user siteswould allow the trainersto observe any
unique problems providers have with the MIS and implement on-the-spot intervention
programs.

Records and interviews show that the training programs devel oped and presented by MBH
are attended by most providers. However, MBH indicated that there are some providerswho
do not attend the update or user group training sessionsregularly. Inorder to maximizethe
efficient and effective use of the MIS, it isimportant that the training programs are attended
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by al users. While it is not possible to mandate that the providers attend the training
programs, increasing attendance rates may influence the data entry accuracy levels and
reduce other usage problems associated with the system.

Magellan and HCDHS shoul d take measuresto increase attendance at update and user group
training sessions. MBH should al so investigate methodstoimprovetraining delivery outside
of face-to-face training sessions. MBH should investigate conducting on-line discussion
groups or using streaming video within the server to conduct scheduled training. On-line
discussion groups would be the most cost effective option as MBH and HCDHS have the
applicablehardwareand softwareto operate such aprogram. Streaming videowould require
a faster server, but might be feasible with planned hardware upgrades (see F5.9). Other
potential communication methods include implementing Net Meeting, which would allow
MBH MIS personnel to view and operate provider computer desktop screensfrom the MBH
location. Net Meeting would also allow MBH support staff to view provider problems and
either talk the provider through the solution or implement the solution from the MBH office
location.

Magellan should also consider changing the format of update training to include aquarterly
or semi-annual update video or CD-ROM, which could be distributed to all users. This
approach to update training would ensure that all users receive and have an opportunity to
view the MBH training. MBH recently bought a CD writer and has considered devel oping
training CDs. A training CD-ROM would cost approximately $2.50 per disk for aproduction
cost of $500 to create 200 disks for system users.

Financial Implication: The cost to provide training CD-ROMs to the estimated 500
Partnership Team and provider users would be approximately $1,250.

Thecontract requiresthat Magellan devel op and provideall training and operationsmaterials
necessary for the efficient and orderly operation of the MIS Training manuals should
provide the user with an accessible reference source after the training is completed. MIS
manual s should also contain procedural instruction to assist novice users in navigating the
MIS. In aMedicaid managed care environment, manuals should contain applicable stepsto
follow in the billing, claims, and case management processes. Magellan has devel oped
training manuals for providers, HCDHS caseworkers and ADAS caseworkers, aswell asa
technical manual used by MBH MIS Department personnel.

The HCDHS supervisors/caseworkers manual containsvery clear and completeinformation
on the use of the MIS. The manual has good explanations of every screen and the
information on the screens, allowing auser to fully understand the capabilities of the system.
The HCDHS supervisors/caseworkers manual contains the following information:
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A table of contents that lists the various functions of the MIS;

[llustrations of every screen encountered by a user;

Detailed explanations of each function available to a user;

Examples of possible data inputs into each screen;

Lists of shortcuts within the system that are accessible on each screen; and
Explanations of each term used within the system.

The other manual s devel oped by Magellan do not include as thorough descriptions and only
partialy illustrate the various screens encountered by a user.

Magellan should update the training manualsfor providersand model the new manualsafter
the HCDHS supervisors/caseworkers manual. A more complete manual for providers may
reduce the number of requests for assistance as users would have areference to guide them
throughthesystem. Additionally, MBH should consider placing all training manualson-line
to improve accessibility and reduce costs associated with printing, distribution and updates.
If the manuals are made available on-line, users can access instructions for updates as soon
asthey are placed on the system. Furthermore, pop-up help menus should be included as a
component of the BUI upgrades discussed in F5.9.

Magellan should also consider devel oping customized reference guidesto the MISfor each
user group. Many software programs come with reference guides that allow users to
compl ete the most common taskswithin asystem without referringto alarge, bulky manual.
Since the complete MIS manual would be cumbersome, a reference guide would provide
users the answers to the most commonly asked questions. Improved reference manuals
would potentially reduce training questions, errors, and Help Desk requests for assistance.
The MIS department at Magellan could update the manuals and place them on-line at no
additional cost by incorporating the task into the Department’ s work schedule.

There is aturn-key provision in the contract that allows the Partnership Team to assume
operation of theM IS at the conclusion of the contract period. However, the Partnership Team
has not designated staff to learn the processes used by the Magellan MIS Department. In
order for HCDHSto usetheturn-key provision, HCDHS empl oyees must be ableto perform
the functions of the Magellan MIS staff and must be fully informed about the status of the
MIS.

Thedecisionto exercisetheturn-key provision restswith the County Commissionersand the
directors of the respective Partnership Team agencies. No decisions have been madeto date
although the topic is under discussion. HCDHS management indicated that MIS
administration will most likely continueto be contracted out and the turn-key option will not
be employed.
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HCDHS should immediately implement procedures to ensure the Department’s ability to
assume operation of the CMHC systemif the turn-key provisionisexercised by either party.
Thelargeinvestment in the contract should not be compromised by uncertainty surrounding
thisissue. HCDHS, theMental Health Board and A DA S shoul d determinewhich operational
areas each Agency would take on while HCDHS should take responsibility for ensuring the
continued operation of the technology component of the behavioral health managed care
system. The HCDHS MIS department does not currently have sufficient resources to
undertake the management of the CMHC system nor are Department personnel sufficiently
acquainted with the system to ensure adequate trouble-shooting and repair capabilities.
HCDHS should ensure that the MIS Department has sufficient knowledge of the CMHC
software to manage the system in the event that MBH isno longer involved in this process.

To preparefor potential MIStransitions, HCDHS and the HCDHS MIS Department should
consider implementing the following steps:

° Allocate funding to support MIS Department training on the CMHC system;

° Identify programming and procedural issuesthat will be essential to understand and
operationalize under the turn-key provision;

° Designate a CMHC manager to liaison with Magellan IT personnel on issues of
programming;

° Designate an additional three to five staff members to liaison with Magellan MIS
staff on issues of procedures and processes; and

° Compl ete turn-key training requirements prior to termination of contract and ensure
that HCDHS MIS personnel are continually included in Magellan MIS decision-
making and implementation processes.

Based on HCDHS pay grades for IT personnel, the cost to hire an MIS manager would be
approximately $75,000 including 25 percent for benefits. It would require a full-time
commitment from HCDHS for at |east eighteen months for an MIS representative to fully
learn the CMHC system. The addition of three staff members would cost HCDHS
approximately $195,000 including 25 percent for benefits. However, the Partnership Team
will haveinvested approximately $15 million in the devel opment and implementation of the
contract which will not be recoverable without the implementation of a MIS turn-key
transition team.
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Financial Implication: HCDHS would incur an additional annual cost of at least $270,000
in salariesand benefitsfor additional MIS personnel to serve astheturn-key transition team.
HCDHS, the Mental Health Board and ADA S would incur additional costs to assume the
responsibilities of MBH’ s general operations. However, the addition of such personnel will
offset the potential termination of the program resulting in a potential net savings.

MIS Support

F5.19 MBH provides user support to the Partnership Team and to contracted providers. The
contract requires MBH to maintain atoll-free telephone support line for use by Partnership
Team personnel. Magellan staffs the support line between the hours of 8:30 am. and 5:00
p.m., Monday through Friday, as required by the contract. Callsthat are placed outside of
normal business hours are routed to on-call Magellan support staff. All callsarelogged and
Magellan guarantees that all major problems are responded to within one hour. Problems
requiring aone-hour response areinvestigated by an on-site representative within four hours
of theinitial call. Support logs are maintained by Magellan and provided to HCDHS as a
component of the Quality Improvement Report.

Minor hardware and software problems are addressed within one business day. If aminor
problem cannot be resolved by telephone within the time limit, MBH sends a skilled
technician to the site to solve the problem. Magellan also provides the same service levels
for problemsthat arerelated to the back-up UNIX server, but all calls, regardless of urgency,
require a one-hour response and one-day resolution time frame.

HCDHS conducted a review of compliance with contract Exhibit 7 hardware support,
software support and Hel p Desk operations performance measures. Thereview encompassed
January 9, 1998 through December 31, 1998. Exhibit 7 requires the following:

° MIS hardware and software must be state of the art and meet Partnership Team
needs;

° MBH must respond in atimely manner to system related problems experienced by
users;

° 90 percent of problems are responded to within one hour during regular business
hours; and

° 100 percent of the time the core server is not down more than one hour.

HCDHS concluded that Magellan responded to problems within one hour during regular
business hours only 81.7 percent of the time. MBH aso did not differentiate between
hardware and software requests for assistance. MBH improved its response times between
January 1 and July 31, 2000 to a 98.2 percent one hour response rate. The core server has
only failed once during the contract period. The backup server immediately responded and
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performed effectively and the 100 percent benchmark was achieved. The changein support
service levels was attributed to the new Magellan director of MIS, who has focused
Department attention on support services.

Telephoneinterviewsconducted with providers(see F5.14) indicated ahighlevel of provider
satisfaction with Magellan MIS support. Respondentsto the survey noted the effectiveness
of Help Desk resolutions and improvementsin MIS responsetime. Providersdid not report
poor service or long wait times.

Magellan has improved support service response times to meet and exceed contract
obligations. Providers also appear to be satisfied with current service levels.

Magellan should distinguish between hardware and software requests for support assistance
in the tracking system to improve contract compliance with required service levels.
Distinguishing between types of assistance requested would help Magellan focus training
sessionsand support servicesto theareaswherethey aremost needed. Furthermore, tracking
usersidentified problems would provide MBH with datafor strategic technology planning,
particularly in the area of planned training and system updates.

MBH employs a total of five individuals within the MIS Department including: the MIS
director, two analysts, one programmer and one network administrator. All employeeswithin
the MIS Department provide support to Partnership Team and provider and agency users,
which currently number approximately 500. The MIS director, network administrator and
programmer dedicate less time to support functions because of competing responsibilities.

The Gartner Group, aleading information technol ogy consulting firm, advises organizations
to consider the makeup of their computer user population when determining appropriate
levels of technical staffing. The firm suggests employing a three-tiered classification
structure, and finds that the following ratios of support person to end user tend to exist for
these three general classifications within organizations surveyed:

° Power user (technologically sophisticated user) 1:30

° Office user (uses office software and business
applications software, e-mail and Internet) 1:60 to 1:100
° General (minimal user of computers) 1:125t0 1:300

MBH currently has the equivalent of 2.0 full-time employees to provide support functions,
which provides users with approximately one FTE per 250 users. If the MIS director,
network administrator and programmer areincluded at 25 percent, MBH allocatesone FTE
per 181 users.
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According to the benchmark ratios, this level of support would correspond to a user
population comprised predominantly of general, or minimal, computer users. Although the
user population has not been classified in terms of the Gartner Group hierarchy, it is
guestionable that an ability to adequately support only the lowest level of computer users
should be considered sufficient or desirable, especially in light of the continued expansion
of technology and the upcoming inclusion of approximately 250 additional users.

MBH should prepare an analysis of the make-up and skill level of its computer user
population, employing either the Gartner Group hierarchy or any other rational methodol ogy.
Analyzing the components of the user population served is a necessary step in establishing
strong supporting evidence on which to base staffing or organizational decisions. After
identifying and evaluating the abilities of its computer users, MBH should request
Partnership Team approval for any adjustmentsin staffing that may be necessary to provide
the desired quality of support services. The MIS Department currently anticipates needing
at least one additional programmer that would cost MBH approximately $75,000 including
25 percent for benefits for a programmer with some work experience.

Financial Implication: An additional programmer with some work experience would cost
MBH approximately $75,000 annually, including 25 percent for benefits.

CMHC softwareisused for the data capture and reporting function of the MIS. The software
was designed by CMHC Systems. CMHC is a comprehensive software package designed
around the principal of system integration which collectsand displaysdemographic, clinical,
service, financial and outcome information. The following list highlights the data capturing
capabilities of the CMHC program:

Patient information;

Member digibility information;

Provider (multiple);

Diagnosis (multiple);

Integrated service notes;

Case notes (unlimited);

Medications (multiple);

Therapies and procedures (In-patient and out-patient);
Insurance verification; and

Critical incident reporting.
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The CMHC software also containsthe ability to generate standardized provider reportssuch
as operating costs and benefits, and patient discharge reports, as well as user customized
reports. All reportsareavailablein hard copy or on-line. The system also retainsquery data
for report generation and identifies frequent queries into the system for quality assurance
activities.

Magellan uses the CMHC reporting functions for small reports because the size of the
database makes the use of CMHC reporting functions inefficient for the creation of large
reports. SQL Server is used to process larger reports for HCDHS and providers. MBH
extracts datafrom the database and entersit into SQL, which then sortsthe information and
creates the desired reports (through Crystal Reports) for the requesting entity.
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Magellan has reduced the amount of time necessary to create reports and improved the
efficiency of the MIS through implementing SQL Server for report generation. More
expedient reporting functions increase service levels to the Partnership Team, provider
network and clients.

F5.22 Data entry into the MIS by providers has been identified as a source of system and
computation errors. Providersdo not aways enter theinformationinto the systeminatimely
manner. MBH has considered withholding payment to providersif datais not enteredin a
timely manner but, at the time of reporting, no penalties for late entry exist.

Timely data entry isimportant in both the billing process and case management. Providers
who neglect to enter case management information into the CMHC delay case management
activitiesat HCDHS. In addition, late billing prevents HCDHS from adequately monitoring
and adjusting monthly expenditures for behavioral health services.

The compl exities and newness of the CMHC system have been cited asreasonsfor untimely
data entry. However, training has been offered to providers and the system has been in use
for over two years. Asindicated in the claims processing section, some providers have held
claims well beyond the allowed submission period.
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The Partnership Team should require al providers to enter claims data for non-Medicaid
claims within 60 days of the end of the month during which the service was provided.
Providers should be notified of the time limitations and encouraged to enter data as soon as
possible after the service to increase accuracy and detail of the data. The Partnership Team
should monitor data submission and include prompt reporting in a contract amendment or
in the next contract RFP.

In the case of Medicaid claims, the Partnership Team should require providersto report the
service and cost that will be billed to Medicaid during the 60 day window. Although
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Medicaid allows providers to bill up to one year from the date of service, the Partnership
Team can encourage prompt M edicaid reporting through denying late claimsthat arerejected
by Medicaid. If aclaim is reported through CMHC but rejected by Medicaid, MBH should
promptly reimburse the provider. However, if the claim is a non-Medicaid claim or is a
rejected Medicaid claim that has not been reported as required, MBH should deny payment.
Any changesto the reporting methodol ogy should be phased in over asix month period and
stressed in all MBH, Partnership Team and provider communications.

Connectivity

F5.23 TheMISnetwork isconnectedtoindividual providersand membersof the Partnership Team.
Quad ISDN lines are used to transmit data between MBH and the Partnership Team, while
the providers typically use a point-to-point, 10 base T-line (telephone line). Provider
connections have been characterized as slow and unpredictable, with a maximum data
transmission speed of only 56 kilobits (kbps) per second.

The Quad ISDN lines transmit at 256 kbps. Stability is maintained because these lines are
solely dedicated to processing data specific to the MIS. Providers have the option of
Increasing connection speed and maintaining stability by using Magellan Quad ISDN lines
for an additional charge or by purchasing an additional user license.

MBH performance in maintaining connectivity is monitored through Performance Standard
10. Performance Standard 10 requiresthat 95 percent of all transmissionswill takeno longer
than two seconds, and that the remaining 5 percent will take no longer than ten seconds.
Transmission times are tracked by HCDHS on an ongoing basis and HCDHS and the
Partnership Team has determined that connectivity meets contract requirements. However,
several providersstated that connectivity remainsanissue, specifically theslow transmission
speedsand unreliable connections. Connectivity and transmission timesat the provider level
has not been assessed as a component of contract compliance.
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Magellan enjoys a strong record of satisfaction with the Partnership Team in regard to
connection rates. The contract specialists at HCDHS, on behalf of the Partnership Team,
analyzed connectivity performance standardsto determinethe progressof MBH on meeting
the contract goals per the implementation schedule. It was determined that all connectivity
requirements and parameters were being satisfied, and that there was no need to continue
tracking connectivity as a performance standard.

F5.24 Although the present MIS cabling configuration is adequate to handle current traffic, future
MIS regquirements, user needs and casel oad data requirementsindicate that upgradeswill be
needed. Transition to a BUI system will require faster data transmission and access speeds
to accommodate the larger memory requirements of the software.
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Many companies and public agencies have shifted from 10 base T-lines or QUAD IDSN
linesto optical fiber and T-1 lines. The current industry trend showsthat larger systems, like
the Magellan MIS, use optical fiber or T-1 linesto transmit and accessdata. T-1 linesarethe
current minimum industry standard for digital transmission in North America, processing
dataat arate of 1.544 Mbps (megabits per second) while optical fiber cabling transmission
speeds are currently constrained by the speed of the desktop computer coprocessor.

Although data transmission is currently satisfactory for the Partnership Team, the
implementation of the BUI upgrade (see F5.9) will require new communication lines to
maintain a high service level. Upgrades in the cabling configuration were not factored into
the project budget.
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To accommodate future connectivity needs, MBH should install T-1 lines, DSL lines or
cable communication lines between MBH, the Partnership team and providers. Each type of
high speed connection has benefits and limitations, which must be examined by the MIS
Department and the Partnership Team to determine the best type of connection for the
CMHC system. T-1 lines connect locations from point-to-point and are highly secure but
may be prohibitively expensive in relation to other connections available. T-1 lines would
cost approximately $1,000 per month per location, which could run over $375,000 annually
($12,000 per provider).

DSL and cable lines, amore economical aternative, are not point-to-point connections and
would require the implementation of a virtual private network to manage provider
connectionstothe CMHC servers. Yet DSL and cablelinesarelessexpensivethan T-1lines
and would cost each provider approximately $360 annually. Security is a critical aspect in
connectivity and MBH and the Partnership Team should investigate the most up-to-date
security featuresif avirtual private network is used.
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EXECUTIVE SUMMARY

Project History

At the request of the Hamilton County Department of Human Services (HCDHS), the Auditor of
State’ s Office performed a performance audit to review key contractual provisions of the Creative
Connections contract (the contract) beginning in July 2000. Hamilton County’ sfive primary child-
serving agencies. Department of Human Services (HCDHS), Mental Health Board, Alcohol and
Drug Addiction Services Board (ADAS), Board of Mental Retardation and Developmental
Disabilities(MRDD), and Juvenile Court provide behaviora health and substance abuse managed
care servicesto 286 of the County’ s most troubled youth through amanaged care arrangement with
Creative Connections, a division of Beech Acres. The contract is managed by the Family and
Children First Council (FCFC) on behalf of the County agencies (or Council agencies) who serve
as a governing board. HCDHS refers a magjority of clients to Creative Connections through the
Children’s Services Division at HCDHS. HCDHS requested a comparison of various contractual
provisionsto servicesrendered, an assessment of the manner in which the Council agencies' funding
isarranged and utilized, recommendations for improvements to future contracts and identification
of best practices in managed care. Meetings between the Auditor of State’s Office and County
management were held to discuss the scope and objectives of the performance audit.

As aresult of these discussions, it was determined that the performance audit would focus on the
following areas:

° Financial management and reporting;
° Performance measurement and provider network development; and
° Technology.

Obj ectives and Scope

A performance audit is defined as a systematic and objective assessment of the performance of an
organization, program, function or activity to devel op findings, conclusions and recommendations.
Performance auditsare usually classified aseither economy and efficiency auditsor program audits.
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Economy and efficiency audits consider whether an entity is using its resources efficiently and
effectively. They attempt to determine if management is maximizing output for a given amount of
input. If the entity is efficient, it is assumed that it will accomplish its goals with a minimum of
resources and with the fewest negative consegquences.

Programauditsnormally aredesigned to determineif theentity’ sactivitiesor programsareeffective,
if itisreachingitsgoalsand if the goalsare proper, suitable or relevant. Program audits often focus
on the relationship of the program goals with the actual program outputs or outcomes. Program
audits attempt to determineif the actual outputs match, exceed or fall short of the intended outputs.
The performance audit conducted on the Creative Connections contract is predominantly aprogram
performance audit focusing on contract compliance.

The Auditor of State’'s Office has designed this performance audit with the objective of reviewing
systems, organizational structures, finances and operating proceduresto assess the implementation
of contract provisions and the development of the behavioral health managed care program by
Creative Connections. Specific objectives of this performance audit include the following:

Financial M anagement and Reporting

° Analyze the budgeting and expenditure reporting requirements in relation to Creative
Connections' practices;

Assess line item billing amounts for administration, care management and overhead,;
Review reconciliation processin relation to requirements and allowances of the contract;
Evaluate the maximization of funding;

Assess financial monitoring activities; and

Examine the methodology used to determine funding percentages and the relationship
between funding and clients served.

Perfor mance M easur ement and Provider Network Development

° Assess the development and implementation of the Continuous Quality Management
Program (CQMP) as required by the contract;

° Assess the capturing and reporting capabilities of Creative Connections regarding

performance measures and benchmarks as stated in the contract;

Analyze the application of financial penalties based on established performance indicators

as stated in the contract;

Evaluate the FCFC and Council agencies monitoring of Creative Connections;

Assess Creative Connections ability to coordinate and monitor the service provider network

Assess the implementation of service provider profiles;

Review credentials, licensing and provider insurance based on contract provisions,

Assess client rights and confidentiality policies and procedures; and

Review policies and procedures governing client complaints and grievances in relation to

contract requirements.
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Technology
° Assess the completeness and functionality of management information systems (MI1S);

° Evaluate technology policy training and operations manuals;
° Evaluate existing hardware capabilities to determine if stated functionality exists;
° Evaluate existing software/licensed program capabilitiesto determineif stated functionality

exists;
° Assess network connectivity and itsimpact on information systems utilization; and
° Review MIS support based on staffing, provider satisfaction and assistance wait-time.
M ethodology

To complete the performance audit, the auditors gathered and assessed a significant amount of data
pertaining to Creative Connections' operations including financial and performance measurement
records and policies and procedures related to the behavioral health managed care program;
conducted interviews with various groups associated with HCDHS and Creative Connections, as
well as best practice entities; and reviewed reports and recommendations from various private
nonprofit, State and Federal entities responsible for Medicaid and managed care program
implementation and monitoring. The methodology is further explained below.

Studies, Reports and Other Data Sour ces

In assessing the various performance audit areas, Creative Connections was asked to provide any
previous studies or analyses aready prepared on the subject areas. In addition to assessing this
information, the auditors spent a significant amount of time gathering and assessing other pertinent
documents or information. Examples of the studies, reports and other data sources which were
studied include the following:

Council agencies’ agreement with FCFC;

FCFC contract with Creative Connections;

Creative Connections quarterly and annual reports to the contract manager;

Creative Connections' policies and procedures,

HCDHS clinical reviews of Creative Connections;

The contract manager’s financial and performance reviews of Creative Connections,
Child Welfare League of America (CWLA), Recommended Practices,

Select United States General Accounting Office (GAO) reports;

Select Substance Abuse and Menta Headth Services Administration (SAMHSA),
Recommended Practices,

Health Care Financing Administration (HCFA), Managed Care Recommended Practices,
Wichita State University, School of Urban and Public Affairs Sedgewick County study;
Bazelon Center for Mental Health Law study on public management of mental health care;
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° Annie E. Casey Foundation, Managed Care Report; and
° American College of Mental Health Administrators Summit Report on Managed Care.

| nterviews, Discussions and Surveys

Numerousinterviewsand discussionswere held with many level sand groupsof individua sinvolved
internally and externally with Creative Connections. Theseinterviewswereinval uableindevel oping
an overal understanding of Creative Connections operations. Examples of the organizations and
individuals interviewed include the following:

Creative Connections personnel;

Beech Acres personnel;

FCFC personnel;

HCDHS and other Council Agency personnel;
HCFA representatives; and

UNI/Care representatives.

Benchmark Comparisons

Benchmark comparisons were developed from regulatory and industry measures. Performance
indicators were established for the various performance audit areas to develop a mechanism to
compare how effectively and efficiently Creative Connections providesand coordinates services. The
information was obtained primarily through information requests and interviews held with the
appropriate personnel selected from regulatory and accreditation agencies. These agenciesincluded
the following:

Child Welfare League of America;

Health Care Financing Administration;

Substance Abuse and Mental Health Services Administration;

Ohio Department of Mental Health;

Department of Health and Human Services, Office of the Inspector General;

Government Accounting Office;

Wichita State University;

Bazelon Center for Mental Health Law study on public management of mental health care;
Annie E. Casey Foundation, Managed Care Report; and

American College of Mental Health Administrators Summit Report on Managed Care.
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Overview of the Creative Connections Contract

InFY 1993, the Council agencies met to initiate discussion on how to better coordinate funding and
service delivery for multiple needs children who traditionally crossed social service systems. Asa
result of these discussions, the Council agencies agreed that managed care could be used to control
the rising costs associated with serving the County’ s most troubled youth. In addition, the Council
agencies negotiated a pooled funding agreement which would facilitate the sharing of costs
associated with serving these children and their families.

A not-for-profit company was established in the spring of 1994 for the purpose of applying managed
care to control costs and to coordinate service delivery for Council Agency clients. After afew
years of operation, however, Family and Children’s First Management Inc. (FCFM) began to
experience financial difficulties and was especially having problems reducing the costs for out-of-
home care services. Theseand other factorsplaced FCFM intofinancial troublewith aprojected debt
of $1.5millionin 1998. I nefficienciesin organi zational and financial management led to the eventual
disbanding of FCFM.

Although FCFM failed to control costs and to achieve financial predictability, the Council agencies
were generally pleased with the quality of services delivered to the County’ s most troubled youth.
Asaresult, one of FCFM’ s contracted care management agencies, Beech Acres, was approached by
the Council agencies to create a new, provider-based system to serve the 286 children previously
under the care of FCFM. An agreement was establi shed between the Council agenciesand Hamilton
County FCFC, inwhich the Council agencies agreed to provide funding for the contract while FCFC
agreed to monitor the contract and report on contract compliance to the Council agencies.

In accordance with the County Agreement, FCFC established afour-year contract with Beech Acres
on November 1, 1998, to purchase, administer, monitor and evaluate specified social services for
clientsreferred to Beech Acres by the Council agencies. Beech Acres created an intensive services
program, Creative Connections, to administer and implement contract provisionsusing managed care
techniques. Although Creative Connections operates as a separate program within Beech Acres,
certain management and administrative functions are performed by Beech Acres, such as quality
assurance, financial management and information services. Creative Connections is one of 14
separate programs administered by Beech Acres. The Creative Connections program, however,
maintains its own staff who are specifically devoted to a majority of the duties outlined in the
contract.
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Key FindingsyRecommendations

The performance audit report and executive summary contain a number of findings and
recommendations pertaining to the Creative Connections contract, its management, the
implementation of best practices, and the improvement of contract outcomes. Thefollowing arethe
key findings and related recommendations:

Beech Acres prepares an annual project budget for Creative Connections and provides the
proposed budget to FCFC and the Council agenciesfor approval before the beginning of the
contract year. Beech Acres does not submit its organization’ s budget. The Council agencies
are only provided with the budgeted revenues and expenditures for Creative Connections.

The Council agencies should require Beech Acres to develop an appropriate budget
reflecting the incorporation of managed care principles and the expenditures necessary to
meet the requirements of the contract. Revenues should be projected on past year’ sreceipts
and Beech Acres should maximize Medicaid and 1% and 3" party insurance. The Council
agencies should require the non-profit organization, in this case Creative Connections and
the parent organization Beech Acres, to submit the annual budget and actual expenditures
in aggregate form for the entirety of the non-profit organization.

Creative Connectionsoften referschildrentoresidential foster care and therapeutic treatment
programs managed by Beech Acres. Self referrals comprised approximately 30 percent of
Beech Acres' revenuesfor FY 1998.

The Council agencies should closely monitor the usage of self-referralsby Beech Acres. Self
referrals should be detailed by client and by cost on a monthly basis and submitted to the
contract manager. The contract should include atrigger so that, when self-referrals exceed
a predetermined percentage, areview of utilization is conducted.

Beech Acres does not provide FCFC with detailed expenditure information to support
administrative, care management or direct service costs. Cost amounts for overhead and
depreciationtotal approximately $700,000 annually but these chargeslack detailed invoices
to support the expense. Also, direct service charges are billed in a bundled format and are
based on the capitated amounts stipulated in the budget. Bundled charges may include
Medicaid eligible services which, when not itemized, are often paid with local dollars.

The Council agencies should immediately obtain detailed reports of all expenditures billed
to the Council agenciesthrough thelife of the contract. The contract manager should review
the billed amounts and provide a report to the Council agencies on the legitimacy of costs
billed by Creative Connections. Furthermore, FCFC and the Council agenciesshouldrequire
Beech Acresto submit monthly detailed invoices to appropriately account for revenues and
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expenditures. Monthly invoi ces shoul d includeline-item accounting of accountspayableand
payroll activities. The Council agencies should requireall lineitemsbilled to be unbundlied
and detailed by expenditure on a monthly basis. A detailed expenditure report should be
provided to the contract manager. If detailed expenditure and depreciation reports are not
provided, the Council agencies should discontinue payment on these amounts.

° The Council agencies and contract manager do not have a consolidated means to examine
the financial position of Creative Connections. Reports are fragmented and do not contain
sufficient analysesto highlight the successes and limitations of the contracted rel ationship.

Creative Connections should produce al contractualy specified reports within the
appropriatetimeframesasoutlined in the contract. FCFC should serveasavehicleto modify
reportsto Council Agency needsby communicating all reporting changesamong the Council
agencies, Creative Connections and Beech Acres.

° Becausetheclient popul ation required immediatetransition of services, the Council agencies
did not useaformal RFP process. Instead, the contract with Beech Acreswasdevel oped over
several months and was not signed by the contract parties until well into the first contract
year. Although Creative Connectionspersistsin noncompliancewiththe contract, FCFC and
HCDHS have provided only limited assistance or direction to remedy noncomplianceissues.
Reasons behind the limited assistance and minimal effortsto clarify the policy appear to be
numerous and based outside of the constraints of the contract. Also, because Cresative
Connections did not have an opportunity to agree to an RFP and ensure the requested tasks
could be completed, continued noncompliance is aggravated by the contracted entity’s
inability to bring operations up to the level of contract expectations

In future contractua agreements between the Council agencies and an MCO, the
requirements and expectations of the relationship should be detailed through aformal RFP.

° Performance measures requiring decreased use of out-of -region institutional placementsand
out-of-county foster care do not focus on appropriateness of services and may be difficult to
meet given provider conditions within Hamilton County. Creative Connections does not
develop formal partnerships with providers and has not implemented utilization review
processes to demonstrate the appropriateness of placements.

The Council agencies should require Creative Connections to formalize partnerships with
local providers to develop services which meet client needs identified through utilization
review processes. Also, Creative Connections should devel op and implement the necessary
policies and procedures to ensure that clients are in clinically appropriate settings through
utilization review.
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Reimbursable performance indicator penalties have not been effective in influencing
Creative Connections performance. Creative Connections staff members are not aware of
how their performance affects the application of financial penalties and penalty amounts do
not act asadisincentive. Proposed amendmentsto the performanceindicator penaltiesweigh
each indicator according to its importance in relation to program goals but do not increase
theoverall amount of thepenalty. Additionally, the FCFC annual eval uation doesnot provide
supporting information regarding penalties or recommendationsfor improved performance.

In future contracts, FCFC and the Council agencies should revise the performance penalties.
Additionally, Beech Acresmanagement should stresstheimportance of contract compliance
in Creative Connections’ operations. Ininstances where financial penalties are insufficient
to ensure contract compliance, the Council agencies should consider the legal options
available to remedy noncompliance with contractual provisions.

Creative Connections did not use arequest for proposal (RFP) processfor selecting service
providersfor its network and many providers became part of the network because they were
providing services at the time of referral. Also, Creative Connections has not negotiated
rateswith providerswithinitsnetwork in an effort to control costs. During thefirst two years
of the contract, Creative Connections did little to manage or monitor the service provider
network and has been slow to implement the policy and procedure initiatives developed to
achievethisrequirement. Creative Connectionsdoesnot maintain service provider profiles.
Credentialing was not initiated until the third year of the contract. Creative Connections
verifies provider agency and staff licenses during credentialing site visits. However, the
credentialing policy does not provide for mandatory follow-up site visits or sanctions for
failure to comply with credentialing standards. Additionally, provider agreements do not
contain the credentialing requirements or specific performance expectations.

Creative Connectionsshould immediately compl eteimplementation of theprovider relations
initiatives to monitor and manage the service provider network. Creative Connections
should develop service provider profiles and implement formal credentialing policies and
procedures including administrative, clinical and safety standards. Beech Acres should
include the credentialing requirements and provider expectations as addendumsto provider
agreementsand monitor providers' compliancewith credentialing standards. Also, Creative
Connections should conduct mandatory follow-up site visitsto ensure that corrective action
plans are implemented and institute sanctions for providers failure to comply with
credentialing standards.

The contract does not clearly communicate the expectations of the Council agencies in
several areas including reporting and network management. Also, appropriate channels of
communication have not been defined to ensure messages are consi stent and clear and Beech
Acresand Creative Connections personnel are not regularly invited to attend the Intersystem
Oversight Committee or the System Refinance Committee meetings.
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Tofacilitate clear communication to Beech Acresand Creative Connections, FCFC and the
contract manager must be used to a greater extent as an intermediary between the Council
agencies and the contracted entity. Additionally, the Intersystem Oversight Committee
should establish a quality assurance and improvement subcommittee and meet regularly to
discuss issues related to performance standards and reporting requirements. The Creative
Connections executive director (or designee) and QA/I representative should be included
in these subcommittee meetings and should regularly report on the progress of the CQMP.

o Creative Connections has management information system fragmentation problems
experienced by many collaborative managed care efforts. Thereisno automated sharing of
diagnostic standards or comparison of the contract’s key indicators to treatment outcomes.
UNI/Care has not developed procedures for integrating its system with Beech Acres
accounting software. Reportsare prepared by separate departments from separate computer
systems. Additionally, Beech Acres management has not required use of automated systems
although employees received appropriate training.

Beech Acres should integrate its care management and financial reporting systems so that
management information systems(MIS) reportswill providethe Council agencieswithmore
holistic program measures. Also, Beech Acres should develop reports that provide
information to audit contract compliance and to make multiple management decisions.
Beech Acres and Creative Connections should realign key business processes to take full
advantage of UNI/Care automated features and reporting capabilities.

° Beech Acres did not purchase certain UNI/Care modules which could have improved
performance in meeting the reporting and management requirements under the contract.
Also, UNI/Care has not completed the promised interface between the Great Plains
accounting software and the UNI/Care modules. Differences between UNI/Care’ s reported
featuresand Creative Connections’ experiencewiththe softwarearedirectly related to Beech
Acres decision not to install the Uni/Care Care Management module.

Creative Connections should immediately begin the implementation of the modul es needed
to fulfill contract requirements. Creative Connections should also ensure that its software
heightens cooperation between clients, Creative Connections, providers and the Council
agencies.

° There is incomplete documentation of the total cost incurred by Beech Acres for the
technol ogy needed for the Creative Connectionsproject. Beech Acresdoesnot clearly define
the nature of expenses and does not distinguish between equipment assigned to Creative
Connections and other Beech Acres programs.
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Beech Acres should segregate the Creative Connections technol ogy costsfrom Beech Acres
technology costs. Creative Connections costs should be incorporated into the total
administrative costs reported in the annual project budget.

The remainder of this executive summary is organized by report sections in order to highlight
additional findings and recommendations, as well as commendations from those areas of the audit
report.

Financial Management and Reporting
Findings:

° Creative Connections does not have a program specific strategic plan to guide resource
alocation. Strategic plans are highly recommended to guide short and long-term
programmatic and operational goals. Strategic plans should encompassthreeto five years of
operations and include goal's, action stepsto achieve goals, costs, time-lines and responsible
individuals.

° Creative Connections hasincreased staffing above budgeted and approved levels. Increases
in staffing result inincreasesin Creative Connections' payroll costsand increasesin overall
expenditures.

° Beech Acres has not demonstrated a plan to maximize existing revenue sources, or to seek
other revenue streams. Based on year three, first quarter reports from Beech Acres, 39 of
their providers or 71 percent were not Medicaid eligible. Non-Medicaid providers served
56.3 percent of the client population and encompassed 77.5 percent of aggregate service
costs. Furthermore, during contract year three, there were severa outliers that were not
properly identified and, by thefifth month of the contract, Beech Acreshad an unreimbursed
outlier expenditure of approximately $400,000.

° Beech Acres authorizes service units to be performed by selected providers for either
Medicaid or non-Medicaid treatment as determined by providers Medicaid digibility.
Providershave 30 to 60 days after the end of themonth to bill Beech Acresfor Medicaid and
non-M edicaid services provided. Non-Medicaid claimsbilled to Beech Acres after the 60 day
limit are permanently denied. Also, Medicaid claims subsequently denied by Medicaid are
not paid by Beech Acres unless Beech Acres has been notified of the claim being submitted
to Medicaid within the 60 day window.

° Creative Connectionsis required to report the number of claims paid, pending and denied
on aquarterly basis. The report was not provided to the FCFC contract manager during FY's
1998-99 and 1999-00.

° Therole of the FCFC contract manager is not defined in the contract. The contract manager
currently reviewsfinancia dataand servesasanintermediary between Creative Connections
and Beech Acres and the Council Agency representatives.

° The Council agencies, prior to contracting with FCFM, developed a shared funding
agreement based on the number of children served by each agency that met specific criteria
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for critical needs. The Council agenciesidentified 286 children for inclusion in the program
and divided the costs among the agencies based on the percentage of children by agency out
of al children served. The Council agencies also developed a shared funding agreement
based on the number of children served by each agency that met specific criteriafor critical
needs.

Commendations:

Beech Acreshasdevel oped astrict 60-day cutoff for reimbursement of non-Medicaid claims.
The strict 60-day limit for providers to submit claims ensures timely submission of claims
and provides Beech Acres with greater levels of control in projecting revenues and
expenditures.

The current pooled funding agreement represents a delicate balance between what the
Council agenciescan afford, or elect to contribute, and their actual number of referred clients
in the system. The level of coordination between the Council agencies and Beech Acres,
coupled with the benefits received by the client population, outweigh the inequities of cost
distribution or risk sharing

Recommendations:

The Council agencies should require al lineitemsbilled to be detailed by expenditure on a
monthly basis. A detailed expenditure report should be provided to the contract manager.
The Council agencies should require Creative Connections to develop annual strategic
planning documents which would correlate planned costs and activities with required
resources.

Creative Connections should maintain staffing levels within budgeted levels. The costs for
any unapproved changes in staffing levels should not be charged to the Council agencies.
Beech Acres should use existing personnel to aggressively pursue grants and Medicaid
reimbursements. Beech Acres should consult with Magellan Behavioral Health (MBH), or
a reputable public consulting group with expertise in the health care field to assure that a
large majority of providers are Medicaid eligible. If Creative Connections was able to
maximize Medicaid eligible providers, an annua cost savings or cost off-set of up to $1.4
million could be realized.

The Council agencies should require Beech Acresto provide amonthly report no later than
10 days after the close of the month detailing claims pending related to outlier status. In
addition, all outlier treatment plans should undergo utilization review on amonthly basisto
determineif the treatment is appropriate for the clinical needs of the child.

Beech Acres should implement a review process to identify the reasons claims are |abeled
pending or denied. Once the reasons have been identified, Beech Acres should develop and
implement a process to reduce the number of claims labeled as pending or denied.

The role of FCFC and the contract manager should be more clearly defined through an
amendment to the current contract and the inclusion of language in future contracts. The
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contract manager position should be provided alevel of autonomy so that the management
of the contract is coordinated through a single entity.

Costs for program services should be closely monitored by al parties to the contract and
Beech Acres should immediately implement managed care principles within Creative
Connections.

Performance Measurement Section

Findings:

Beech Acres CQM P isacomponent of its accreditation by the Council on Accreditation for
Children and Family Services (COA) and certification by the Ohio Department of Mental
Health (ODMH). However, Creative Connections QA/I and program evaluation activities
do not adequately meet the requirements of the contract.

The original and proposed performance indicators are consistent with best practice
recommendations of national organizations. However, performance indicators are spread
throughout 11 separate contract exhibits. Indicators, measures, benchmarks and
data/reporting requirementsarenot closely correlated. Proposed amendmentsto theexhibits
andindicatorsstreamlinethe contract exhibitsand contain measuresand benchmarksthat are
more focused on outcomes and evaluation and integrate financial and clinical benchmarks.
Creative Connections has not completed implementation of itsinformation systems and has
not devel oped comprehensive procedures for capturing and reporting data or incorporating
outcomesinto thedecision-making process. Therefore, Creative Connections' reportsdo not
meet contractual requirements and do not provide analysis of the captured data.

Beech Acres does not integrate or coordinate information for reports to FCFC and Creative
Connections’ management does not haveinput into the contractually required reports. Also,
the reports do not provide FCFC with sufficient information to conduct a comprehensive
evaluation of Creative Connections' performance. Amendmentsto the contract performance
indicators eliminated duplication and streamlined indicators but there is a need to collapse
reporting requirements to create more practical and functional management reports.
Creative Connections added a delegated oversight component to its credentialing program
giving accredited providersresponsibility for ensuring theappropriate certification, licensure,
and experienceof their staff while Creative Connectionsmaintainsoversight responsibilities.
Beech Acres requires network service providers to maintain a professional liability policy.
However, Beech Acres does not require providers to list Beech Acres as an additional
insured party and therefore has no guarantee of notification if changes are made to the
Insurance policy.

The contract does not specify the responsibilities of Creative Connections regarding client
complaints and grievances and does not require tracking or reporting of client complaintsor
grievances to FCFC or the Council agencies. Also, HCDHS does not have a centralized
method for capturing complaint and grievance information from its contracted entities.
Beech Acres maintains formal written grievance procedures in its clients right policy.
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However, policies establishing time framesfor initiating or completing an investigation are
not clearly stated in writing. Additionally, provider agreements do not contain specific
requirements for complaint and grievance procedures.

Beech Acres maintains awritten client rights policy and requiresthat clients receive a copy
of the policy and that staff reviews the policy with each client. The Beech Acres policy
meets Mental Health Board and ODMH requirements. However, the statement does not
address some nationally recommended standardsfor apatients’ bill of rights. Also, provider
agreements do not include Beech Acres' clients’ rights policy or provide direction to the
provider regarding the development of aclients’ bill of rights.

Creative Connections has not developed specific program procedures to safeguard
confidential client information. Also, Creative Connections conducts a comprehensive
review of medical record keeping practicesduringtheinitial sitevisit with aserviceprovider
but procedures have not been developed for continued monitoring of provider compliance
with confidentiality requirements.

Commendations:

Beech Acres has met the contract requirements for the CQMP through COA accreditation.
Beech Acres accreditation demonstrates that the organization meets the performance
standards for quality child welfare services.

Creative Connections, FCFC and the Council agenciescollaborated to streamlinethe contract
exhibitsand amend the performanceindicators. Therevised benchmarksand measuresbetter
address the goal of achieving quality and containing costs by integrating clinical and
financial measureswithineach indicator and are consi stent with best practi cesrecommended
by national organizations.

The delegated credentialing and re-credentialing agreement allows Creative Connectionsto
delegate certain credentialing activitiesto accredited providers while maintaining oversight
and monitoring of those activities. Through delegation, Creative Connections eliminates
duplication of credentialing activities that have aready been completed by the accrediting
organization.

Creative Connections verifies documentation and monitors the status of provider and staff
licenses and certifications. By obtaining copies of provider licenses during the application
process, Creative Connections verifies that services are delivered by certified provider
agencies.

Beech Acres’ grievance proceduresare provided to clientsat thetime of intakeand reviewed
with staff. Beech Acreskeepsarecord of theclient’ sreview and receipt of thisinformation.
Providingwritteninformation describing theclient’ sright to complainincreasesBeech Acres
accountability in providing efficient and effective services.

The Beech Acres client rights policy meets Mental Health Board and ODMH approval and
is consistent with Bazelon's recommendations for client’s bill of rights. Beech Acres
informs clients of their rights both in writing and through a one-on-one review with staff.
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Recommendations:

Beech Acres should ensure that QA/lI and program evaluation activities meet the
requirements of the contract and the needs of the Council agencies, aswell as adequately
address the performance of Creative Connections as a managed care, contracted entity.
Beech Acres should implement adequate information systems and reporting procedures to
ensurethat performance measurement informationisaccessible, reliable, and useful to FCFC
and the Council agenciesand in compliancewiththeoriginal contract requirements. Creative
Connections should usethe proposed performanceindicators asaframework for devel oping
the systems and procedures for monitoring, evaluating and improving quality and reporting
progresstoward CQMP goals as required by the contract. Creative Connections, FCFC and
the Council agencies should study the outcomes of performance measures over time.

The Council agencies and FCFC should determine the reporting format and frequency
necessary to provide performance datato assist in evaluation and planning efforts. Creative
Connections' reports should include the integrated financial and care management
information required in the contract as well as an analysis of the information and proposed
corrective action for program deficiencies.

In future contracts, the Council agencies and FCFC contract manager should examine and
prioritize the implementation of the contractually required performance indicators and
corresponding reporting requirements. Non-compliancewith reporting requirementsshould
trigger areview of the agreement by the Council agencies.

The FCFC annual evaluation should be used by Creative Connections, Beech Acresand the
Council agenciesto assesscontract compliance and program performanceand shouldinclude
supportive evidence and recommendations for improved performance.

The Council agencies should ensure that future contracts specify whether the MCO should
use a competitive, noncompetitive, or mixed process to procure provider services. The
contract should also establish time lines for the development of the network and detailed
criteria for selection of providers into the network. In addition, the MCO and provider
contracts should specify therates that will be paid by HCDHS for client services purchased
by the MCO.

The Council agencies should ensure that Beech Acres amends its provider agreements to
require that they are listed as an additional insured party or certificate holder on providers
insurance policies.

In future contracts, the Council agencies should include specific requirementsfor complaint
and grievance procedures. Beech Acres should modify its grievance policy and procedures
to require that staff investigates and responds to complaints and grievances within
predetermined time frames. When contracting with providers, Beech Acres should include
specific requirementsfor the complaint and grievance proceduresin the provider agreement.
Furthermore, Creative Connections should report complaints and grievances made against
the program or its service providersto FCFC on aregular basis. HCDHS should develop a
centralized database to capture complaint and grievance information from al of its
contracted providers and managed care entities.
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Beech Acres should amend its client bill of rights to include the right to interagency
treatment planning and to establish advancedirectivesand durable powersof attorney. Also,
Beech Acres should require service network providers to develop a client rights policy in
accordance with the principles of Beech Acres client rights policy. The service providers
client rights policy should include the grievance procedures that clients can follow should
they have concerns about their care.

Creative Connections should develop and implement detailed procedures for safeguarding
confidentia client information that are specific to the situations encountered by Creative
Connections and network personnel. Creative Connections should verify provider
procedures for the maintenance of client records and other measures instituted to ensure
client confidentiality through the serviceprovider credentialing and re-credentialing process.
Creative Connections should al so devel op and initiate periodic, mandatory training sessions
on client confidentiality for its staff and service providers.

Technology

Findings:

Thecontract doesnot contai n detailed management information systems (M1S) specifications
and does not identify the responsibilities of each of the parties to ensure fulfillment of the
MIS contract requirements.

Creative Connections has ageneral description and contractual information suggesting that
UNI/Care can meet all of the information requirements of the Council agencies. However,
the Council agencies and FCFC stated that Creative Connections cannot adequately provide
the reports required by the contract. Furthermore, Beech Acres did not purchase the
UNI/Care Care Management module athough the treatment planner subset may have
fulfilled many of the performance and outcome measures required by the contract.

The FY 1999-2000 Beech Acres Information Services Department (1SD) turnover rate was
40 percent. Beech Acres has a policy of looking for employees internally at first, and
considersemployment in all casesto be conditional pending criminal offenserecord checks.
The MIS function has not been guided by a Technology Steering Committee or long-term
strategic plan. The Technology Plan Draft partially describes the relationship between
existing resources and required resources to better achieve organizational goals.

Beech Acrescoverskey information security techni questhrough acombination of hardware,
software, and internal policies and procedures. However, Beech Acres does not have a
formal disaster recovery plan for technology services.

The Beech Acres network does not have cable that matches the speed of its other network
equipment. However, Beech Acres has taken cost efficient steps to protect servers and
software and meet technology industry standards. All servers are locked in rooms only
accessible by 1SD staff members, but no logs of their access are kept. Beech Acresinstalled
halon fire extinguishers, but did not indicateif thisaddition lowered itsinsurance premiums.
Creative Connectionstransmits confidential datathrough diskettes and email to the Council

Executive Summary 1-15



Hamilton County Managed Care - Creative Connections Performance Audit

agencies and FCFC. Beech Acres does not use encryption software to protect the datain
confidential electronic transmission and there are not firewalls or other security protections
on the Creative Connections end of the modem connection with the Mental Health Board.
The 1SD created and conducted several basic computer technology courses once it realized
that many employees needed such training. Creative Connections employees in positions
most likely to use the UNI/Care system received frequent training on the system.
Representatives of FCFC and the Council agencies have not received formal training on the
UNI/Care system. Also, Beech Acres stopped attending UNI/Care user group meetingsin
1999.

Commendations:

Beech Acresgenerally meetscurrent technol ogy industry standardsfor saf eguarding software
source code (programming data) and network hardware. Beech Acresemployed simple, cost
effective measuresto limit accessto these assets and to minimize potential damagefrom fire
and water.

Beech Acres effectively reduced its maintenance, labor, and hardware acquisition and
upgrade costsby installing M etaframe. M etaframeallowsindividual usershigh speed access
to al remote and network files and devices regardless of the memory, connectivity, and
storage capabilities of the individual computer.

Recommendations:

Any renegotiated agreement should specify the labor and technology resources pledged by
the Council agencies, Beech Acresand FCFC. In addition, the agreement should identify the
MIS requirements and the parties responsible for implementation.

Creative Connections should clearly indicate and distribute information demonstrating how
UNI/Care meets contract information requirements to FCFC and the Council agencies.
Creative Connections should also cite the names and dates of system reports and the files or
databases used as part of quarterly and annual reports. Also, Creative Connections should
purchasethe UNI/Care Care M anagement modul eand el ectronic system interface capabilities
to ensure compliance with the original contract requirements.

Beech Acres should reorganize the 1SD to enable the full-time administrative assistant who
currently divides her time between training and administrative tasks to work exclusively on
trainingissues. Inorder tofully comply with the contract, many Beech Acresemployeeswill
need training on new systems and procedures designed to increase the use of well-integrated
automation. Additionally, Beech Acresshould raise salaries, create career ladders, and seek
internal and external recruits in order to reduce turnover in its technology staff.

Beech Acres should create the Technology Steering Committee and the proposed Planning
Team that includes users and external report recipients, as well as ISD management. The
committees should meet regularly to set priorities, develop and revise plans, and eval uatethe
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progress of implementation of technology projects. Beech Acres management must fully
support the Technology Plan with adequate funding.

° The ISD policies should be adjusted in order to enhance the compatibility of al technology
components and increase the overall level of security. Changes should include
standardization of hardware, ISD involvement in al hardware and software purchases, and
mandatory, regular changesof passwords. Also, Beech Acresshould develop written disaster
recovery procedures and a policy that requires periodic updates to those procedures.

° Beech Acres should replace the 10-Base-T lineswith faster fiber-optic cable. Additionally,
Beech Acres should investigate whether the purchase of the halon fire extinguishers might
lower its insurance premiums. The ISD should also establish a log of al individuals
accessing the network facilities or software cabinet in order to establish accountability for
any incidents related to the network or software source code.

° Beech Acres should investigate and install cost-effective methods to ensure the
confidentiality of client datain electronic transmissions.
° Because of continued case management data reporting deficiencies, Beech Acres should

consider mandatory retraining of care managers on an annual basis. Creative Connections
should aso invite representatives from FCFC and the Council agencies to attend formal
UNI/Care system demonstrationsor trai ning sessions so that those organi zations can achieve
a better understanding of the system’s capabilities. Also, Beech Acres should attend all
annua UNI/Care user group meetings and any other opportunities made available by the
vendor to learn more about the system’s capabilities.
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Background

Council Agency Agreement History

In FY 1993, Hamilton County’s Family and Children First Council (FCFC) brought together
representatives from the County’s primary child-serving agencies to initiate discussion on how to
better coordinate funding and service delivery for multiple needs children who traditionally crossed
socia service systems. Hamilton County’s five primary child-serving agencies. Department of
Human Services (HCDHS), Mental Health Board (MHB), Alcohol and Drug Addiction Services
Board (ADAS), Board of Mental Retardation and Developmental Disabilities(MRDD), and Juvenile
Court decided to form an independent, non-profit company to coordinate servicesfor the County’s
most troubled youth. As a result, Family and Children’s First Management Inc. (FCFM) was
established in the spring of 1994 with the purpose of applying managed care techniquesto improve
the coordination of service delivery for Hamilton County’ s multiple needs children and to control
the rising costs associated with serving these children.

Hamilton County’s five primary child-serving agencies (Council agencies) negotiated a pooled
funding agreement which would facilitatethe sharing of costsassociated with serving FCFM’ sclient
population. Initial funding was based onasurvey, conducted by each Council Agency, that identified
atotal of 286 childrenwho potentially would requirethe servicesof FCFM. To bereferredto FCFM,
aclient would have to fit the following multi-problem care criteria:

Placement in residential treatment on two or more occasions;

Being under the age of 11 and in the Juvenile Court system;

Having adual diagnosis which is not treated by standard means; and
Residing in amental hospital for over six months.

Initially, FCFM managed to control costs by moving children out of $200-per-day residential
treatment facilities and into less costly therapeutic foster care and group homes. Throughout the
maj ority of thefirst contract term (June 1995 to December 1996), FCFM spent approximately $3,760
per child, per month, instead of the budgeted $3,911. Approximately half of FCFM’s client
populationwerechildren referred by HCDHS. However, it wasdetermined that costsassociated with
mental health services were three times Mental Health Board' s initial funding contribution. As a
result, funding amounts were recal culated for the next contract term (January 1997 to June 1998) to
represent a more equitable share of costs among the funding agencies. Table 2-1 illustrates the
recal culated, pooled funding allocations.
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Table 2-1: Council Agencies' Pooled Funding Allocations
Funding Per cent of Total Annual Number of Enrollee Slots | Percentage of Enrollee Slots
Agency Costs per Agency per Agency
HCDHS 72.89% 142 49.65%
Juvenile Court* 4.36% 85 29.72%
MR/DD 7.79% 40 13.98%
Mental Health 14.47% 17 5.94%
ADAS 49% 2 71%
Source: FCFC

1 The Juvenile Court is not required to share costs but chooses to participate according to the above percentage.

FCFM was staffed with 10 employeeswho enrolled clients, assigned cases and managed anetwork
of 22 service providers. However, the company subcontracted its care management dutiesto three
network service providers. Beech Acres, Lighthouse Y outh Services and St. Joseph Orphanage. By
the outset of the second contract period, FCFM was operating at full capacity, serving 286 children.
The second contract totaled $13 million in which each Council Agency paid its share at the
beginning of each quarter. HCDHS contributed $9.5 million or approximately 73 percent of thetotal
cost of the project. Although project funding increased from the first contract term, FCFM began to
experience financial difficulties and was especially having problems reducing the costs for out-of-
home care services. Theseand other factorsplaced FCFM intofinancial troublewith aprojected debt
of $1.5millionin 1998. Inefficienciesin organi zational and financial management ledto theeventual
bankruptcy of FCFM.

Beech Acres/Creative Connections Contract History

Although FCFM failed to control costs and to achievefinancia predictability, the Council agencies
were generaly pleased with the quality of services delivered to the County’s most troubled youth.
Asaresult, one of FCFM’ s contracted care management agencies, Beech Acres, was approached by
the Council agencies to create a new, provider-based system to serve the 286 children previously
under the care of FCFM. The Council agencies bypassed the issuance of a formal request for
proposa due to the immediate need of a Management Services Organization (MSO) to fulfill the
responsibilities of FCFM. The Council agencies also determined that a different management
structure would be necessary to improve oversight and better protect their interests and resources.
To facilitate this new structure, an agreement (County Agreement) was established between the
Council agencies and the Hamilton County Family and Children First Council (FCFC), designating
FCFC asthe intermediary between Beech Acres and the Council agencies.

The County Agreement, effective November 1, 1998 through June 30, 2002, outlinestherel ationship
between FCFC and the Council agenciesfor the provision and management of social servicesfor the
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County’s most troubled youth. Furthermore, the County Agreement defines the various
responsibilities of FCFC and the Council agencies in relation to the Beech Acres contract. In
accordance with the County Agreement, the Council agencies agreed to provide funding for the
contract while FCFC monitorsthe contract and reportsto the Council agencies. With assistancefrom
Council Agency representatives, FCFC employs a full-time contract manager to fulfill these
functions. Funding allocations for the contract with Beech Acres would remain the same as the
recalculated formula used for FCFM (see Table 2-1).

In accordance with the County Agreement, FCFC established afive-year contract with Beech Acres
on November 1, 1998, to purchase, administer, monitor and evaluate specified social services for
clientsreferred to Beech Acres by the Council agencies. The contract was established to achievethe
following objectives:

° Develop an innovative system of administering and delivering socia services for the
County’ s most troubled youth;
° Create a system of shared financial responsibility between Beech Acres and the Council

agencies;
° Achieve enhanced budget predictability for FCFC and the Council agencies; and
° Achieve guality enhancements and cost efficiencies through the effective management and

delivery of socia services.

To achieve the intended objectives of the County Agreement and the contract (referred collectively
herein as the contract), Beech Acres created an intensive services program, known as Creative
Connections, to administer and implement contract provisions using managed care techniques.
Although Creative Connections operates as a separate program within Beech Acres, certain
management and administrative functions are performed by Beech Acres such as quality assurance,
financial management and information services. Creative Connections is one of 14 separate
programs administered by Beech Acres, however Creative Connections maintainsits own staff who
are specifically devoted to the duties outlined in the contract. Table 2-2 illustrates the portions of
the contract assessed by this performance audit, as not all Creative Connections functions were
examined.
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Table 2-2: Creative Connections's General Responsibilities

Direct, ° Develop and implement cost-efficient, direct services either through contracted
Administrative providers or self-referrals via Beech Acres;
and ° Establish contracts with and manage a group of providersin sufficient number and
Management in appropriate locations to deliver direct services that satisfactorily meet client
Services needs,
° Develop and implement policies and procedures (level of care) to effectively
coordinate and facilitate the delivery of direct services;
° Establish, coordinate and maintain a Utilization Review Program designed to
promote appropriate and quality services; and
° Establish, coordinate and maintain a Continuous Quality Management Program

consistent with appropriate industry standards.

Financial o Develop and implement a financial monitoring plan to help guide the financial
Management monitoring and reporting of information related to service delivery;
and Reporting o Provide FCFC and Council agencies with quarterly and annual financial reports
detailing costs for administration, management and direct service delivery;
° Annually report planned, billed and realized Medicaid services,
° Provide actual versus projected surplus/deficit report on an annual basis.
° Maximize aternative funding from all possible sources for eligible services and
manage costs efficiently to offset costs reimbursed by Council agencies; and
° Limit administrative and care management costs to contract-stipulated formulas.
M anagement ° Utilize Unicare software or another clinical tracking system with Electronic Data
Information Interchange (EDI) capabilities to track and report data to FCFC and Council
Systems agencies, and
° Develop awritten Long Term Information System (1S) Implementation Plan to

describe specific methods for capturing information related to all services,
standards and measures.

Sour ce: Contract (FCFC and Beech Acres)

Pursuant to the County Agreement, HCDHS works in conjunction with FCFC to monitor Creative
Connections' financial and administrative performance for the following reasons:

° The majority of children are referred to Creative Connections through the Children’s
Services Division at HCDHS.

o HCDHS provides funding for 72.9 percent of the costs associated with the Beech Acres
contract.

° HCDHS has alarger pool of personnel resources than the other Council agencies.

HCDHS assistsin the monitoring of Creative Connections through semi-annual chart auditswhich
evaluate Creative Connections' sperformancein relationto Stateand Federal reporting requirements
and review theappropriatenessof clinical decisions. Creative Connectionsand itsnetwork of service
providers must adhere to the legal mandates of the Ohio Department of Job and Family Services
(ODJFS) and the Ohio Mental Heath Board, including the judicial orders of the court and the
clinical authority legislated by the Mental Health Act and the Ohio Revised Code (ORC). The
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Hamilton County Commissioners and the Trustees of the County Mental Health and Alcohol Drug
Addiction Services Boards are ultimately responsible for monitoring and safeguarding public
resources as they relate to the Beech Acres contract.

HCDHS and the other Council agencies meet frequently in committees to discuss the financial and
clinical performance of Creative Connections within the structure of the contract. A description of
the various contractually-specified committees is shown below.

° System Refinancing Committee comprises Council Agency directors or designees and is
primarily responsiblefor pool ed funding proportional allocations, approval of annual budget,
and outlier reimbursement and eligibility.

° Intersystem Oversight Committee is responsible for monitoring the project deficit and
negotiating the annual budget. The committeefunctionsasafiscal subgroup and ismade-up
of Council Agency representatives.

° Mid-Level Managers Committeeincludes representativesfrom Council agencies, FCFC and
Creative Connections (director, director of operations and clinical manager). Although the
committee' sduties are not outlined in the contract, its members meet to discuss operational
matters relating to the contract.

° Service Coordination Committee comprises Council Agency representatives and the FCFC
contract manager. Neither this committee nor its duties are outlined in the contract. The
Service Coordination Committee is responsible for case management, referrals, dis-
enrollments, clinical oversight, and issue resolution.

The various committees provide Council Agency representatives several opportunities to discuss
funding and reporting issues, as well as clinical issues related to agency referrals and Creative
Connections case management.

Organizational Chart

As the contracted M SO for the Council agencies, Creative Connections consists of 65.1 full-time
equivalent (FTE) employees, including vacancies, as of February 2001. The chart below provides
an overview of Creative Connections' organizational structure and staffing levels. All positionsare
shownin FTES.

Background 2-5



Hamilton County Managed Care - Creative Connections

Performance Audit

Chart 2-1: Creative Connections Organizational Structure, February 2001
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Tables 2-3 presents staffing level information by functional classification for Creative Connections
for FY s1998-99, 1999-00 and 2000-01. Thestaffing levelsinclude Beech Acresemployeeswho are
allocated to Creative Connections. The number of staff was cal culated using FTEs as applied to the
individual’ s responsibilities.
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Table 2-3: Creative Connections FTEs, FY 1998-99 through FY 2000-01

Titles FY 1998-99 FY 1999-00 FY 2000-01*
Creative Connections Administrators 6.0 7.0 53
Program Executive Director 1.0 1.0 1.0
Network Manager 0.0 0.0 1.0
Supervisor 5.0 5.0 2.3
Clinical Manager 0.0 1.0 1.0
Beech Acres Financial M anagement 9.0 7.1 6.0
Administrators 20 20 20
Accounting Manager 1.0 1.0 0.0
Accountant 1.0 1.0 0.0
Financial Analyst 0.0 0.0 1.0
Finance Manager 0.0 0.0 1.0
Accounts Payable/Receivable 2.0 20 2.0
A/P Clerk 2.0 20 0.0
AR Specidist 0.0 0.0 2.0
Medicaid 5.0 31 2.0
Medicaid Specialist 10 0.0 0.0
Medicaid Supervisor 1.0 0.7 0.0
Medicaid Support 3.0 24 0.0
Adjudication Clerk 0.0 0.0 10
Medicaid technician 0.0 0.0 1.0
Beech Acres Information Technology 1.0 1.0 0.0
IS Technician 1.0 1.0 0.0
Beech Acres Quality Assurance 0.0 3.0 4.0
PIQA 0.0 0.5 10
Program Evaluation 0.0 0.5 20
Program Evaluation Coordinator 0.0 0.5 0.0
Prog. Eval Staff 0.0 15 0.0
Q.A. assistant 0.0 0.0 1.0
Case Management 37.0 40.5 410
Case manager/Resource Manager 8.0 10.0 28.0
Provider Relations/UR 10 1.0 10
Primary Clinical Service Provider 24.0 24.0 0.0
Records 3.0 3.0 20
On-call 10 0.0 0.0
Caseaid 0.0 1.0 0.0
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Assessment Coordinator 0.0 1.0 0.0
Care Management Trainer 0.0 0.5 0.0
Provider Representatives 0.0 0.0 5.0
Contract Employees 0.0 0.0 4.0
Wraparound consultant 0.0 0.0 1.0
Support Staff 6.0 5.0 8.8
Administrative Assistants, Receptionists and Support Staff 6.0 5.0 8.8
[ Total staff 59.0 63.6 65.1

Sour ce: Creative Connections payroll records and annual budgets
Note: Budgeted FTEs are shown due to high degrees of variability in staffing levels during each contract year.
1FY 2000-01 includes both reported FTEs and unfilled positions shown in the budget and organizational chart.

Creative Connections raised staffing levels to accommodate the rapid expansion of its programs
under the contract. The contract requires the disclosure of all FTESs, their annual hoursworked and
corresponding salaries. Any changes in FTE levels must be approved by the System Refinance
Committee which comprises Council Agency representatives. FTES and associated budgeted and
actual positions are discussed in the financial management section.

Summary of Operations

Children and families become involved with Creative Connections through referrals from the five
Council agencies. Clientsreferred to Creative Connections have specific clinical needs which may
necessitate treatment for physi cal abuse, sexual abuse, dependency, a cohol or drug addiction, mental
retardation, or severe occurrences of delinquent and unruly behavior. Most children referred to
Creative Connections have aready received treatment through Council Agency providers and may
be in placement at the time of referral to Creative Connections. A large portion of Creative
Connections' population has extreme clinical needs requiring lock-down facilities, medical
intervention and/or extended, intensive therapy. Prior to theimplementation of FCFM and Creative
Connections, service coordination and the use of multipleinterventionswasinfrequent. The purpose
of the contract is to better coordinate services between Council agencies and, by implementing
multipleinterventionssimultaneously, the contract servesto decreasethelength of stay in treatment,
reduce overall costs and improve treatment outcomes.

Creative Connections manages anetwork of approximately 110 provider agencieswho offer mental
health and out-of-home care placement services to children enrolled in the program. Under the
coordinated direction of Creative Connections, the network of providers offers the following
Services:

° Diagnostic and evaluative services,
° Medical/Somatic services,
° Individual, family, and group psychotherapy;

Background 2-8



Hamilton County Managed Care - Creative Connections Performance Audit

Home-based intervention services,
Community support services,

Outpatient partial hospitalization services;
Foster care services;

Group care services,

Residential care services;

Respite services;

Crisis services; and

Independent living services.

Creative Connections' care managers monitor a client’s progress through written service delivery
plansfurnished by provider agencies. Creative Connectionsrequiresprovidersto participatein Child
and Family Teamsfor each client they serve. The Child and Family Team developsthe Plan of Care
which defines the level of servicesfor each client. The Child and Family Team meets quarterly to
review the plans of care. Creative Connections care managers|ead the Child and Family Teamsand
areresponsiblefor determining the final plan of care. Creative Connections care managers monitor
aclient’s progress until acaseis closed and clients can be served by traditional forms of care.

Financial Management Reporting Relationships and Responsibilities

Costs for the contract are identified as administrative, care management and direct service costs.
Administrative costs are costs associ ated with program support and management which include the
salariesof administrators, managers, clerks, supervisors, and support personnel. During FY 1999-00,
administrative costs totaled approximately $2.07 million. Care management costs (approximately
$2.15 million during FY 1999-00) are costs related to the provision of care management (case
management) servicesby Beech Acresand the providers. Administrative and care management costs
have prescribed limits which are determined by the following formulas:

° Administrative costs may not exceed 14.0 percent of the total project costs (administrative
cost cap) in any budget year, except by an amount equal to the cost cap plus an alowed
variance of 5.0 percent of the budgeted cost (administrative cost variance). The addition of
the cost cap and the cost variance form the administrative cost limit.

° Care management costs are not to exceed 8.0 percent of total costs (care management cost
cap) plus an alowed variance of 10.0 percent of the budgeted costs (care management
variance). If theactual costsexceedthecost limit in any year, Beech Acresmust providethe
Council agencies with a detailed line item report indicating the reasons that the costs
exceeded the prescribed limits.

Direct service costs are costs which areincurred in the provision of direct servicesto clients. These
represent the actual provider coststo administer residential care, psychological services, counseling
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and other behavioral health therapies. Direct service costswere approximately $11.3 million during
FY 1999-00. Thetotal program cost for FY 1999-00 was approximately $15.5 million. The Council
agencies pay Beech Acres a capitated amount for each client served by Creative Connections. A
capitated payment isaprecal cul ated amount paid per enrollee each month using the County caserate
($3,130 during the first contract year, and increased annually in subsequent years according to the
consumer price index). The capitated amounts have been insufficient to cover direct care and
Creative Connections has posted a deficit in each year of operations. The deficit, above a certain
dollar amount, is shared equally by Creative Connections and the Council agencies.

Beech Acres bills administrative, care management and direct service chargesin abundled format
(enrollee months) based upon the capitated rate, and these charges are reconciled within 30 days of
the end of each contract year to the annual client census summary report. Beech Acres and the
Council agenciesreview the difference between enrollee months paidin advance by the Council, and
enrollee months utilized during that year.

Beech Acres relies on several funding sources to pay direct care claims. These include Medicaid
funding, the County contribution (paid by the Council agencies), 1% and 3" party insurance, State
Cluster Funds, the agreed upon Outlier Reimbursement, and interest income earned by the Beech
Acres endowment.

The claims adjudication process at Beech Acres has a series of checksthat validate payment for the
service. Providers have 30 to 60 days after the end of the month to bill Beech Acresfor Medicaid
and non-Medicaid servicesprovided. Some of Beech Acresmoreimportant claims processing steps
are asfollows:

° Non-Medicaid clams billed after the 60-day limit are permanently denied.

° Claimsthat are bundled and include M edicaid and non-M edi caid reimbursabl e servicesmay
receive payment from Beech Acresfor the Medicaid and non-Medicaid portion after the 60-
day limit has expired, as long as Beech Acres was notified within 60 days after the date of
service, that aMedicaid claim was pending for the service.

° Medicaid services are processed through the Multiple Agency Community Services
Information Systems (MACSIS) and are documented by the Hamilton County Community
Mental Health Board. Providers have up to one year after the date of service to process
Medicaid claimsin MACSIS.

Beech Acres is required by the contract to develop and maintain a regular system of financial
reporting. FCFC, and in particular, the contract manager serve as the medium through which the
financial position of Beech Acresiscommunicated to the Council agencies. Thefinancial reporting
has improved in the past year and includes more pertinent information about the costs of the
program. However, Creative Connections and Beech Acres have not provided the Council agencies
and/or contract manager with detailed expenditure reports.
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Performance Measurement and Quality Assurance Contractual Requirements

Pursuant to the contract, Creative Connectionsisrequired to establish acomprehensive Continuous
Quality Management Program (CQMP) consistent with industry standards and in compliance with
the standards and reporting requirementsin the contract. Beech Acresis accredited by the Council
on Accreditation for Children and Family Services (COA) which includes standards requiring a
continuous quality improvement program. In order to monitor Creative Connections’ performance,
acommittee of Council agenciesand Beech Acresrepresentativesdevel oped performanceindicators.
They included seven reimbursable performance indicators with correlating penalties. The total
penalty amount was $100,500 in year one and increases each year to its maximum of $225,000 for
yearsthreeand four. At the end of each contract year, the FCFC contract manager reviews Creative
Connections performance and determines and recommends to the Council agencies the penalty
amount. The penalty amount is then deducted from the next quarterly payment to Creative
Connections. In addition, Creative Connections prepares and furnishes Quality Assurance/
Improvement (QA/I) reports to FCFC on a quarterly basis. The QA/I reports are used to monitor
Creative Connections' operational performance on the various performance indicators throughout
the contract year. Examples of the general areas covered by the performance indicators include the
following:

Responsible fiscal management;

Enrollees receive institutional treatment only when essential to decrease impairment;
Appropriate services are available within region and County to meet enrollees’ needs;
Care management services are timely and responsive to needs of enrollees, providers, and
Council agencies; and

° Services for enrollees are “high quality” and appropriately meet desired outcomes.

Inadditiontothe QA/I reports, Creative Connectionsisresponsiblefor producing annually QA/I and
evauation plans and an evaluation report.  These reports are intended to assist Creative
Connections, FCFC, and the Council agencies in evaluating program performance by identifying
strengths, weaknesses, and areas for corrective actions.

As part of the CQMP, Creative Connections verifies the credentials, experience and licensure of
those agencies and staff members responsible for the delivery of contracted services. In order to
verify the credentials of service providers, Creative Connections performs annual sitevisits both to
ensure that network providers meet minimum standards of care and to assist providers with the
transitioninto amanaged careenvironment. The credentialing process enables Creative Connections
toidentify the strengths and weaknesses of contracted providers compared to professional standards
of care.

To enhance accountability and ensure protection of clients' rights, Creative Connections maintains
a client rights and responsibilities doctrine which contains formal complaint and grievance
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procedures. Creative Connections' clients are provided a copy of the client rights policy, and staff
reviewsthe document with clientsduring initial meetings. Providing written information describing
the client’ s rights increases Creative Connections accountability.

Technology Contractual Requirements

In June 1998, Beech Acres selected UNI/Care Systems as its major software vendor for all client
services. The contract with FCFC contains little information about the technological resources
needed to fulfill the agreement but indicates that technology should be capable of satisfying the
contract’ s various reporting requirements. Although Beech Acres provided the Council agenciesa
plan for implementing information systems, the plan was incomplete and the Council agencies
expressed concerns about the plan. Ultimately, Beech Acres choseto partially implement itslong-
term information systems plan for the contract and did not notify the Council agencies of key
changesit madeto that plan. For example, Beech Acresabandoned installation of thekey UNI/Care
systems module that would alow Beech Acres to fulfill its contractual reporting requirements
regarding client outcomes. Financial software interfaces were also not implemented.

The installed UNI/Care modules do not facilitate automated sharing of diagnostic or treatment
standards, such asthe DMS IV to UNI/Care system input. The system does not alow comparison
of the contract’skey indicators or even any treatment outcometo any datain the UNI/Care system.
Creative Connectionsdoesnot usethe UNI/Care system asaprovider credential sdatabase, although
some basic information about providers can be maintained within the system. The version of
UNI/Care currently in use does not integrate billing and clinical care modules.

Beech Acres' Information Systems Department supervises the use of information technology
throughout the organization. Beech Acreshasreasonableinformation systemspoliciesand network,
hardware, and software resources for its general office needs. However, it has not implemented a
technology plan and does not have a disaster recovery plan. Also, electronic interfaces with
computers outside of Beech Acresdo not include security sufficient to ensure client confidentiality.

Child Welfare Managed Care Arrangements

Generally, public child welfare agencies plan and develop their managed care models to address
specific needs which are unique to their community. In developing the overall design of their
managed care arrangements, child welfare agencies must consider funding streams, target
populations, available M SOsand level of community support. Generally, child welfare managed care
initiatives can be classified under the four separate arrangements discussed below.

° The public model constitutes the lowest level of operational change from the traditional
service delivery system generally used by public child welfare agencies. The public model
presumesthat servicedelivery and care coordination activitieswill remain theresponsibility
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of the public entity. However, managed care principals areincorporated into reimbursement
procedures for contracted service providers. Additionally, the public model introduces
performance measuresinto provider contractsto ensure high quality services. Asof FY 1998,
the public model wasusedin 10 child welfaremanaged careinitiativesthroughout the United
States.

° The lead agency model, used in 19 state and local managed care initiatives by FY 1998,
describes public child welfare agency operations where the agency contractswithaM SO to
assumetheresponsibility for coordinating service delivery to adefined group of clients. The
M SO becomesthelead agency in service delivery and itsfunctionsinclude: developing case
plans, monitoring client progress and authorizing treatments. In this managed care
arrangement, the lead agency provides all of the direct services or it may subcontract with
anetwork of provider agencies.

° The Administrative Services Organization (ASO) model arrangement is typified by public
child welfare agency contracting for the administrative and/or management services of a
private entity. The private entity, or ASO, is responsible for a variety of administrative
activitiesincludingbilling, reimbursement, M 1S network devel opment, techni cal support and
training. Direct service delivery, however, remains the responsibility of the public child
welfare agency or becomestheresponsibility of another contracted private agency. Asof FY
1998, the ASO model was used in only three managed care arrangements nationwide.

° The Managed Care Organization (MCO) model, used in four child welfare managed care
initiativesin FY 1998, requires a public child welfare agency to establish a contract with a
MCO to administer service delivery through a panel or network of service providers. The
MCO isresponsible for devel oping the network of provider agencies and, in collaboration
withthepublic child welfareagency, theM CO arranges, coordinatesand authorizes services.
As compared to the lead agency model, the M CO does not provide direct servicedelivery to
children or families.

Creative Connections is operating in contract year three of its five-year contract with the Council
agencies. Chart 2-2 presents the managed care/child welfare relationship in Hamilton County
between Creative Connections and the Council agencies as of January 2001, which is most similar
to lead agency model arrangements in the health care industry.
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Chart 2-2: Organizational Relationship, Creative Connections
and Council Agencies (Lead Agency Model)

Council Agency Council Agency Council Agency Council Agency Council Agency
HCDHS ADAS Juvenile Court MR/DD Mental Health Board

Contract Manager

FCFC
I

Lead Agency
Creative Connections
[

Parent Private Non-profit

Beech Acres

Managed Care versus Individualized Services

Nationally, the implementation of managed care in child welfare is arelatively new approach in
serving the needs of identified abused and/or neglected children and their families. Likewise, the
concept of individualized treastment plans, community-based care and wrap around services are
relatively new devel opmentsin child welfare. Managed care has been implemented in several areas
to reduce costs of care and/or improve service delivery to child welfare clients through greater
coordination of care. The use of individualized and/or wrap around care has been implemented to
improve outcomesin child welfare servicedelivery. Wrap around servicesin child welfaregenerally
consist of rehabilitative and socia support services which are critical to improving outcomes for
abused and/or neglected children and their families. Examples of wrap around services include
transportation, child careand employment-rel ated services. Ensuring theavail ability of wrap around
services is often challenging because several different government and non-profit agencies fund,
manage and provide these services.
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The two concepts, managed care and individualized treatment plans, are both components of the
Creative Connections initiative. However, managed care and individualized treatment share deep
philosophical divides regarding the role of care management and the expected outcomes of
treatment.

A perceived philosophical divide between cost savings and improved outcomes provides abasisfor
some conflicts identified in the contract. The Council agencies have implemented the contract for
adual purpose: toimprove servicedelivery coordination and to achieve cost containment. However,
Creative Connections has focused exclusively on the concepts of individualized treatment and wrap
around carewhileignoring the objective of cost containment. Because Creative Connections has not
implemented cost containment measures, scarce resources that may be needed by the Council
agenciesto serve additional clientsare not necessarily available. Furthermore, such resources could
be used to implement additional community based services, a goal articulated by the Council
agencies and Beech Acres. The increased number of outliers (children with treatment costs above
the capitated amount for more than three consecutive months) served through the contract and the
large deficit incurred by Beech Acres during the first three years of the contract areindicative of the
limited focuson costs. Although child outcomeshaveimproved based on standardi zed psychol ogi cal
tests, Creative Connections is not able to show a correlation between types of treatment and
expenditures, and the level of overall outcome improvement has not been quantified.
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Financial M anagement and Reporting

Performance Measurements

The following list of performance measures was used to conduct the review of the financial
management and reporting component of the contract between Creative Connections, FCFC and
HCDHS and the other Council agencies.

° Analyze the budgeting and expenditure reporting requirements in relation to Creative
Connections' practices

Assess line item billing amounts for administration, care management and overhead
Review reconciliation processin relation to requirements and allowances of the contract
Evaluate the maximization of funding

Assess financial monitoring activities

Examine the methodology used to determine funding percentages and the relationship
between funding and clients served
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FindingCommendations/Recommendations
Budgeting, Expenditure Reporting and Deficit Usage

F3.1 Pursuant to the contract, Beech Acres prepares an annua project budget and provides the
proposed budget to FCFC and the Council agenciesfor approval before the beginning of the
contract year. The annual project budget includes the following information:

Total estimated project revenue;

Total budgeted project cost;

Projected full service case rate;

Projected County contribution;

Projected individua outlier costs;

Projected annual aggregate financia deficit/surplus; and

Specification of salaries of Beech Acres’ employees, including full time equivalents
(FTEs) and care manager ratios.

The Council agencies have approved a consumer price index percentage increase for each
year of the contract. In accordance with the contract, the annual project budget can be
amended during the contract year with prior approval of FCFC and the Council agencies.
However, the budget has not been amended during the first two contract years. Table 3-1A
shows the budgeted and actual costs and Table 3-1B shows budgeted and actual revenues
for each year of the contract.

Table 3-1A: Budgeted and Actual Costs, FY 1998-99 through FY 2000-01

FY 1998-99 FY 1998-99 FY 1999-00 FY 1999-00 FY 2000-01 FY 1000-01
Budget Actual : Budget Actual : Budget Actual :
\Y \Y V

Costs* Costs' aripnee Costs Costs aripnee Costs * Costs' aripnee
Administrative $1,978,265 $1,792,553 9.4% $2,252,764 $2,050,644 9.0% $2,442,498 $2,069,794 15.3%
Costs
Care $1,268,138 $1,681,027 (32.6)% $1,478,235 $2,155,738 (45.8)% $1,843,256 $1,684,672 8.6%
Management
Costs
Direct Service $11,054,472 $9,746,259 11.8% | $10,984,253 | $11,276,311 2.7)% | $10,928,675 | $11,725,878 (7.3)%
Costs
Total $14,300,875 | $13,219,839 7.6% $14,715,252 | $15,482,693 (5.2)% $15,214,429 | $15,480,344 1.7%

Sour ce: Beech Acres budget and year end statements FY 1998-99 and FY 1999-00
! First and third year costs have been annualized.
2 Variance amounts are expressed as (unfavorable)/favorable.

Asshownin Table 3-1A, Creative Connections posted a large variance between budgeted
and actual expendituresduring the second year of operationsand will likely exceed budgeted
expenditures in FY 2000-01, athough the results of operations have not been finalized.
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Exceeding budgeted expenditures has a direct effect on HCDHS and the Council agencies
as it increases the cost of the contract beyond amounts budgeted by each County agency.
When expenditures exceed budgeted amounts, the Council agencies must divert scarce
resourcesfrom other programsto cover contract expenditures. Actual expendituresin excess
of budgeted expenditures also contribute to the project deficit discussed in F3.2.

Table 3-1B shows budgeted and actual revenues. While FY 2000-01 is shown as having a
positive variance in the table, the results of operations are not yet conclusive in the area of
revenuesreceived and recent information provided by the contract manager indi catesthat the
variance may, in fact, be negative.

Table 3-1B: Budgeted and Actual Revenues, FY 1998-99 through FY 2000-01

FY FY FY FY
FY 1998-99 FY 1998-99 1999-00 1999-00 2000-01 2000-01
Budget Actual : Budget Actual : Budget Actual :
\% \% \%

Revenues! Revenues!? aripnee Revenues Revenues aripnee Revenues?® Revenues® aripnee
County $10,743,168 $10,325,327 (3.89)% $10,910,749 $10,713,825 (1.80)% $11,314,438 $11,314,438 0.00%
Contribution
Non-County $2,290,671 $1,749,678 (23.62)% $2,100,505 $2,677,750 27.48% $1,935,086 $3,174,826 64.07%
Funds
Total $13,033,839 $12,075,005 (7.36)% $13,013,253 | $13,393,574 2.92% $13,251,524 | $14,491,264 9.36%

Sour ce: Beech Acres budget and year end statements FY 1998-99 and FY 1999-00
! First year costs have been annualized.

2 Variance amounts are expressed as (unfavorable)/favorable.

3 Based on the first 6 months of FY 3.

As shown in Table 3-1B, the large negative variance during the first contract year greatly
impacted the ability of the Council agencies to afford the contract. . The most notable
variance during thefirst contract year wasin the area of non-County revenues, which hasthe
potential to increase the County’s liability by increasing the project deficit (see F3.2 and
R3.1) . The collection of non-county funds has improved in FY's 1999-00 and 2000-01;
however, Creative Connections may not be maximizing these resources (see aso F3.19).
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F3.2 Table 3-2 compares the budgeted expenses to budgeted revenues for each year of the

contract.

Table 3-2: Comparison of Budgeted Expenses ver sus Revenues

FY 1998-99 FY 1999-00 FY 2000-01
Budgeted Costs $14,300,875 $14,715,252 $15,214,428
Budgeted Revenues $12,853,839 $13,011,255 $13,649,523
Variance: Favorable (Unfavorable) ($1,447,036) ($1,703,997) (%1,564,905)
Percent Costs over Revenues 11.3% 13.1% 11.5%

Sour ce: Beech Acres' Annual Budgets

A
w
-

As Table 3-2 demonstrates, Beech Acres' budgeted expenditures in excess of revenues of
over $1.4 million for each year of the contract. The practice of having planned expenditures
exceed anticipated revenues is considered detrimental to the potential health of an
organization. In accordance with the contract, Beech Acres’ annual project budget includes
a calculation of the projected annual aggregate financial deficit or surplus based on the
calculations of total project cost and total project revenues. Budgeting for anet deficit each
year indicatesthat Beech Acreshas not implemented proceduresto increase cost efficiencies
or achieve cost containment in administering the program.

The Council agencies should require Beech Acres to develop an appropriate budget
reflecting the incorporation of managed care principles and the expenditures necessary to
meet the requirements of the contract. Revenues should be projected on past year’ sreceipts
and Beech Acresshould maximize Medicaid and first and third party insurance. The current
deficit sharing methodol ogy doesnot strongly encourage expenditurereduction and may |ead
to ongoing project deficits during the life of the contract. The deficit sharing methodol ogy
isparticularly debatablewhen Beech Acres’ billed amountsare not being correlated to actual
expenditures (see also F3.4).

In future contract periods, the Council agencies should eliminate the deficit sharing
methodology outlined in the contract. Deficits beyond budgeted amounts should be the
responsibility of thevendor. However, thevendor must demonstrate utilization review (R4.6)
and strategic planning (R3.9) as a component of budget development to ensure that any
budget increasesreflect necessary programmaticincreases, not lenient expenditureplanning.
If the contracted entity fully implemented managed care cost containment practices, deficits
could potentially be eliminated altogether.

Also, as contract provisions require FCFC and Beech Acres to share the burden for certain
annual aggregate deficit amounts, FCFC and the Council agencies are paying additional
unbudgeted amounts each year. These unbudgeted expenditures could negatively affect
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F3.3

Agency budgets and could potentially impact the Council agencies ability to provide other
programs to residents of Hamilton County.

Beech Acresfinancial practicesmay increase FCFC and the Council agencies program costs.
Creative Connections delayed implementation of managed care principles has caused costs
to runin excess of available revenuesin each contract year. Table 3-3 compares the actual
costs and revenues, deficit amounts and financial responsibility for deficit amountsfor each
year of the contract.

Table 3-3: Comparison of Actual Costs ver sus Actual Revenues

FY 1998-99 FY 1999-00 FY 2000-01*
Actual Costs $13,219,839 $15,482,693 $15,480,344
Actual Revenues $12,091,603 $13,391,575 $14,581,664
Deficit (%1,128,236) (%$2,091,118) ($898,680)
Percent Costs over Revenues 9.3% 15.6% 6.2%
Beech Acres Responsibility $564,118 $1,141,118 $449,340
FCFC Responsibility $564,118 $950,000 $449,340

Sour ce: Beech Acres' Annual Budgets
1 FY 2000-01 figures are based on actual costs and revenues as of December 2000 and are annualized for the 12 month period.

Table 3-3 shows that the total program costs have exceeded revenues in the first two years
of the contract and will exceed revenues again in FY 2000-01. Actual program costs are
averaging 10.4 percent over the actual program revenues. The actual deficits may be even
greater than shown because the Medicaid and provider revenues are estimated for the final
aggregatereport. Pursuant to the contract, responsibility for annual aggregate deficit amounts
is defined according to the following apportionment:

° Beech Acres bears the entire amount if it is $333,333 or less in FY 1998-99 or
$500,000 or lessin FY 1999-00 and FY 2000-01.

° Beech Acresand FCFC equally shareany amount between $333,334 and $1.9 million
in FY 1998-99 or $500,001 and $1.9 million in FY 1999-00. According to the
contract manager, this amount has been raised to $2.1 million for FY 2000-01.

Although the contract allows Beech Acres to include a deficit amount in its budget, the
contract al so requiresthat Creative Connectionsimplement several managed care principles.
Delayed managed care programmatic changes include:
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Network development;

Longitudinal studies;

Utilization reviews;

Medicaid or third party funding maximization;

Credentialing and provider profiling; and

Coordinated case management. (seeal so R3.18, and performancemeasurement and
technology sections).

Without the addition of managed care principl esto the Creative Connections program, Beech
Acres and Creative Connections will not be able to meet the Council agencies expectations
of appropriate capitated amounts.

Pursuant to the contract, Beech AcresprovidesFCFC with invoices specifying administrative
costs, care management costs and direct care costs as aggregated cost categories. Beech
Acres does not provide FCFC with detailed, line item expenditure information to support
these costs. The contract does not require Beech Acres to provide a detailed breakdown of
the costs for each category on invoices, budgets or year end reports. Furthermore, year end
reports show only aggregate expenditures for each line item. Within this reporting format,
the appropriateness of expenditures can not be verified by the contract manager or Council
agency representatives. The Council agencies are not able to exercise oversight of public
monies provided to Beech Acresin payment for services. Without detailed information on
Beech Acresexpenses, FCFC and the Council agencies have no way to verify the legitimacy
of those expenditures.

FCFC and the Council agencies should require Beech Acres to submit monthly detailed
invoices to appropriately account for revenues and expenditures. Monthly invoices should
includeline-item accounting of accountspayable and payroll activities. Because publicfunds
are used to fund the Creative Connections program, it is important that FCFC and the
Council agenciesimplement adequate control sto reduce the potential for improper and over
payment.

Without detailed invoices showing revenues and expenditures, the Council agenciesare not
ableto adequately monitor expenditures or ensure that their Agency funds are appropriately
employed for Creative Connections expenses. Detailed revenue and expenditure reports
would allow the Council agenciesto monitor the project expenditures at an appropriatelevel
of control.

Beech Acres does not submit its organization's budget. The Council agencies are only
provided with the budgeted revenues and expendituresfor Creative Connections. Likewise,
year end reports do not show expenditures throughout Beech Acres organization and
programs but show only amounts attributed to Creative Connections.
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A recent study on non-profit corporationsand human servicesmanaged careby WichitaState
University indicated that non-profit vendors shoul d submit the entire organi zation budget and
aggregate expenditures. Providing the contractor with abroader depiction of the non-profits
financia position lets the government entity know what portion of the overall budget
encompasses their program. Furthermore, examining the entire budget and aggregate
expenditure records for the non-profit in comparison to specific programs under contract
provides the contracting government entities with a better depiction of total organization
costs and administrative overhead.

While the Council agencies are familiar with the overall Beech Acres endowment, their
understanding of how the Creative Connections program relates to other Beech Acres
programsislimited. Asacomponent of the Creative Connections contract, Beech Acrescan
take referrals from Creative Connections and place the clients within other Beech Acres
programs, thereby receiving aportion of direct care costs (see F3.6). A detailed explanation
of how often or to what extent this occurs has not been available. Thelimited understanding
of these financia interactions between the Beech Acres endowment and programs and
Creative Connections and the governmental funds used to support the program reduces the
Council agencies abilities to safeguard public funds.

In future contracts, the Council agencies should require the non-profit organization, in this
case Beech Acres, to submit the annual budget and actual expendituresin aggregateformfor
the entirety of the non-profit organization. Access to the non-profit's organization
expenditures will afford the Council agencies a more in-depth understanding of the
rel ationship between the contract program and the organization’ soverall financial position.
Therelationship between the program funded viagovernment funds and those supported by
the non-profit’s endowment is an important indicator of the reliance on the government
program by the non-profit. Over reliance on public funds could result in the inclusion of
costs not applicable to the contracted program as a means to reduce usage of limited
endowment resources.
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F3.6 Creative Connectionsoftenreferschildrentoresidential foster careand therapeutictreatment
programs managed by Beech Acres. T able 3-4 showsthe rel ationship between Beech Acres

revenues and salf referrals from Creative Connections for FY 1998.

Table 3-4: Beech Acres Revenues by Sourcefor Foster Care Services

Agency FY 1998 Revenues Per cent of Total
FCFM/Crestive Connections $3,301,683 30%
Investment Income $2,672,818 24%
Talbert House $1,865,733 16%
Hamilton County/ Magellan $1,383,997 12%
Public Support (ie: bequests and funds rai sed) $1,290,042 12%
Butler County $404,099 4%
Other Service Reimbursements $267,217 2%
Total Revenue by Source $11,185,589 100%

Sour ce: AOS Beech Acres Agreed Upon Procedure Report January 1, 1998 through December 31, 1998.

Asshownin Table 3-4, self referralsto Beech Acres’ programs from Creative Connections
comprise a large percentage of revenues. Other Beech Acres publications indicate that 65
percent of FY 1999-00 revenues were derived from intensive programs which include
Creative Connections. Furthermore, the FY 1998 Auditor of State Agreed Upon Procedures
Report found that up to 47 percent of revenuesderived from Beech Acresfoster care services
was used by Beech Acres for administrative expenses, maintenance costs or other program
operating expenditures. Beech Acres' heavy usage of Creative Connectionsfunds, of which
as much as $1.5 million could have been directed to Beech Acres administrative expenses,
callsinto question the objectivity of utilization reviews and Creative Connections’ ability to
maintain an arms-length relationship with its parent organization.

A
N

TheCouncil agenciesshould closely monitor the usage of self-referralsby Beech Acres. Self-

referrals should be detailed by client and by cost on a monthly basis and submitted to the
contract manager. HCDHS should, during annual chart audits, assess the criteria used to
determine that a self-referral best served the client’s needs and compare the costs and
outcomes of self-referrals to like services offered through other providers. The Council
agencies should aso monitor Creative Connections self-referrals as a percentage of Beech
Acres total revenues (seeadso F3.6). If HCDHS or the Council agencies determine that the
usage of self-referralsis inappropriate or more costly than other alternatives, the usage of
self-referrals should be removed from the contract. Future contracts should contain highly
specific language governing the use of self-referralsaswell astriggersthat would precipitate

areview of self-referral patterns or behaviors.
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F3.7 Asrequired by the contract, Creative Connections submitted the proposed budget to FCFC
for FY 2000-01 prior to the start of the contract year. However, Creative Connections has
made significant changesin staffing since submission of the budget without obtaining prior
approval from FCFC and the Council agencies. Table 3-9 shows the number of budgeted
FTEs, aswell asreported and vacant FTE positions asreported by Beech Acresfor February

2001.

Table 3-5: Comparison of Budgeted and Reported Full Time Equivalents, FY 2000-01
Position Budgeted FTEs* Reported FTEs? Vacant FTEs?®
Beech Acres Staff Allocated to Creative Connections
Quality Assurance/Program Evaluation 4.0 26 0.0
Financial Management 6.0 44 0.0
Information Systems 0.0 0.0 0.0
Total Beech Acres Staff 10.0 7.0 0.0
Creative Connections
Administrative 3.0 20 1.0
Supervisor 23 5.0 20
Care Manager 16.0 29.0 1.0
Provider Representative 5.0 3.0 20
Liaison/Coordinator 0.0 43 0.0
Administrative Assistant 8.75 5.0 20
Records Clerk 20 19 20
Total Creative Connections Staff 37.05 50.2 10.0
Total FTEs Dedicated to Creative Connections 47.05 57.2 10.0

Sour ce: Creative Connections FY 2000-01 Budget, Tables of Organization and interviews with executive director.
! Budgeted FTEs are those FTEs shown in the FY 2000-01 budget submitted to the Council agencies and approved by the System

Refinance Committee.

?Reported FTEs are FTEs appearing on Beech Acres and Creative Connections payroll who billed hours to Creative Connections.

Beech Acres provided a payroll report for February 2000.

#Vacant FTEs include employees listed on the new table of organization (February/March 2000) that were not included in the

Budgeted or Reported FTEs.

The table indicates that Beech Acres may anticipate the need for 67.2 FTESs as opposed to
the 47.05 FTEs included in the FY 2000-01 project budget. This would amount to a 43
percent increase in staffing levels since submission of the budget. Although the contract
allows the budget to be amended during the contract year to include additional staff, Beech
Acres did not submit a budget revision to FCFC for approval as required by the contract.
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Also, the budget is not sufficiently specific or accurate when budgeted hours and reported
work dedicated to Creative Connections is compared. In some cases, FTEs were shown as
full-time Creative Connections employees or as Beech Acres staff dedicated to Creative
Connections. However, when interviewed, some indicated that only a portion of their time
was directed toward the contract program. These FTEs have not been adjusted in the table
asthe accuracy of payroll costs billed to Creative Connections could not be reconciled with
budgeted amounts due to the absence of detailed expenditure reports (see F3.4).

F3.8 Increasesin staffing result inincreasesin Creative Connections’ payroll costs and increases
in overall expenditures. Table 3-6 shows the discrepancies between staffing levels shown
in the budget and levels estimated by current employees and advertised vacancies for
Creative Connections staff, the average salaries and estimated variances in costs.

Table 3-6: Costs of Increased Creative Connections Staffing

Position Increase (Decrease) in Average Salary Increase (Decrease) in Costs
Staffing

Administrative 0 N/A $0
Supervisor 4.7 $42,381 $ 199,190
Care Manager 14 $ 28,702 $ 401,828
Provider Representative 0 N/A $0
Liaison/Coordinator 43 $28,117* $ 120,903
Administrative Assistant (1.75) $20,319 $(35,558)
Records Clerk 19 $20,779 $ 39,480
Total FTE Change from Budgeted to

Reported plus Vacancies 23.15 N/A $ 725,843

Sour ce: Creative Connections FY 2000-01 Budget, Tables of Organization, payroll records and interviews with executive director.
! Average salary for Liaison/Coordinator positions was based on the average salary for Provider Representatives.

Asshown in Table 3-6, the increases in Creative Connections staffing from the approved
budgeted amounts to the reported FTESs and vacancies could result in a 27 percent increase
in payroll costsfor FY 2000-01. Creative Connections’ marked increasesin staffing have a
direct impact on project deficitsand may unfairly commit the Council agenciesto unplanned
expenditures. While staffing levels may occasionally need to be modified, the dramatic
increase in staffing shown for the third year of the contract appears to be outside of normal

staffing growth trends.

A
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Creative Connections should maintain staffing levels within budgeted levels. The costs for

any unapproved changesin staffing levels should not be charged to the Council agencies. A
staffing plan should be devel oped by Creative Connections on an annual basisindicating the
staffing levelsnecessary to carry out therequirementsof the contract. Job descriptionsshould
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be developed for each position, and work and efficiency levels should be monitored for all
FTEs. Because public funds are used to compensate Creative Connections employees, any
amounts above the budgeted amounts should be approved prior to the expenditures being
made. Furthermore, amounts allocated to temporary or contract employees should be
accompanied by specific wage or expenditure schedules to demonstrate the intent of the
expenditures.

Administrative, Care Management, and Direct Service Reported Costs

F3.9 Administrative costs are defined in the Beech Acres contract as costs associated with

program support and management. These include the salaries and benefits of the following
personnel:

Administrators;
Managers,

Clerks;
Supervisors; and
Support Personnel.
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Other costsin this category include facility expenditures, training, supplies, and equipment
costs. For the purpose of this audit, administrative line item costs have been examined to
consider the reasonableness of these expenses. Table 3-7 displays administrative costs
during the first three years of the contract.

Table 3-7: Administrative Costs FY 1998, FY 1999 and projected FY 2000

Actual Actual Projected
Administrative Administrative % Administrative %
Costs Costs Change Costs Change
FY 1998-99" FY 1999-00 FY 2000-017

Payrall $700,928 $825,413 17.8% $896,896 8.7%
Payroll Taxes and Benefits $126,848 $167,979 32.4% $197,718 17.7%
Professional Services $297,572 $199,861 (32.8)% $92,716 (53.6)%
Supplies $5,793 $14,157 144.4% $42,014 196.8%
Transportation and Training $4,724 $24,929 427.8% $36,808 47.7%
Member ship and Dues $90 $69 (23.3)% $170 146.4%
Communication and Equipment $18,399 $25,487 38.5% $52,824 107.3%
Occupancy $7,479 $10,078 34.8% $33,268 230.1%
Insurance $8,342 $4,895 (41.3)% $12,752 160.5%
Other $0 $0 $10,396
Depreciation $38,678 $72,232 86.8% $68,668 (4.9%
Overhead $583,703 $705,543 20.9% $625,564 (11.3)%
Total Expenditures $1,792,553 $2,050,643 14.4% $2,069,794 0.9%

Sour ce: Creative Connections

! The first contract year encompasses only an eight month period. Administrative costs have been annualized to reflect twelve months costs.
2 Projected costs are based on mid-year FY 2000-01 actual figures and are annualized to reflect twelve months costs

An explanation for some of the more significant variancesin Table 3-7 are as follows:

° Anincreasein payroll in FYs1999-00 and 2000-01: Beech Acresincreased Creative
Connections’ resource managers by 2 FTEs, increased the evaluation staff by 1.5
FTEs, and added anew support staff supervisor positionin FY 1998-99. In FY 1999-
00, quality assurance and supervisor positions were added. Beech Acres
management stated that the new positions were necessary in order to meet the

expansion of servicesthat occurred under the contract.
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° A decreasein professional servicesin FY 1999-00 and FY 2000-01: The decreasein
professional services was caused by reducing the amount of professional services
performed for Creative Connections by outside organizations. Services that were
previously outsourced were performed in-house by employees of Creative
Connections.

° An increase in supplies, transportation and training, and communication and
equipment in FYs 1999-00 and 2000-01: Thesignificant increasein theselineitems
reflects the rise in support costs that occurred due to the expansion of the Cresative
Connections staff.

° A decrease in insurance in FY 1999-00 and an increase in FY 2000-01: The
insurance line item represents expenditures incurred for liability insurance.
Fluctuation in thisline item was caused by the changing liability insurance needs of
the Agency.

° An increase in depreciation for FY 1999-00 and a decrease for FY 2000-01:
Depreciation is calculated on fixed assets for Creative Connections. Although a
relatively detailed depreciation report was available, the report lacked the necessary
information to verify the appropriateness of depreciation calculations and their
inclusion in the Creative Connections administrative costs.

° An increase in overhead during FY 1999-00 and a decrease in FY 2000-01: As
stipulated in the contract, overhead is cal culated as 20 percent of the annual indirect
costs. Creative Connection’s chief financial officer (CFO) stated that no report is
produced which identifies individual line items that are responsible for creating
overhead expenses. Because overhead expenses cannot be traced directly to the
responsiblelineitems, the 20 percent estimatefor overhead costsisacost driver. The
variance could not be explained by the CFO.

A
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The Council agencies should require al line items billed as administrative costs to be
detailed by expenditureon amonthly basis. A detailed expenditurereport should be provided
to the contract manager (see also R3.16). As stated in the contract, overhead is calculated as
20 percent of the annual administrative and care management costs; direct expenditures
related to the overhead line item are not available and the legitimacy of amounts billed
through overhead are suspect. Also, the depreciation costs are not adequately detailed to
ensure the correl ation between depreciated amounts and actual Creative Connections fixed
assets. If Creative Connections continuesto includetheseamounts, areport tracing overhead
and depreciation costs directly to individual expenditures must be produced and verified by
the contract manager or Council Agency representatives. Asof January 2001, overhead and
depreciation costs totaled approximately $1.7 million over the life of the contract. These
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costs represent approximately $0.7 million annually. If Creative Connections is unable to
provide detailed cost accounting for these line items, the Council agencies should cease
payment on these items.

Financial Implication: Unverified costs amounts for overhead and depreciation total
approximately $700,000 annually. If detailed expenditure and depreciation reports are not
provided, the Council agencies should discontinue payment on these amounts.

Creative Connections' s administrative costs may not exceed 14.0 percent of total project
costs (administration cost cap) in any budget year, except by an amount equal to the cost cap
plus an allowed variance of 5.0 percent of the budgeted cost (administration cost variance).
The addition of the cost cap and the cost variance forms the administrative cost limit. A
favorable variance occurs when Creative Connections' actual costs are lower than the cost
limit. Table 3-8 displays the cost limit in comparison to projected costs.

Table 3-8: Administrative Cost Activity FY’s1998,1999 and Projected FY 2000

Administrative | Administrative | Administrative Projected Favorable
Cost Cap Cost Variance Cost Limit Administrative | (Unfavorable)

Costs® Variance
FY 1998-99* $1,668,435 $83,422 $1,751,857 $1,792,553 ($40,696)
Actual (2.3%)
FY 1999-00 $2,060,135 $103,007 $2,163,142 $2,050,643 $112,499
Actual 5.2%
FY 2000-01 $2,130,020 $106,501 $2,236,521 $2,069,794 $166,727
Budgeted 7.4%

Sour ce: Creative Connections

! The first contract year encompassed eight months. FY 1998-99 administrative costs have been annualized to reflect twelve
months costs.

2 Projected costs for FY 2000-01 are based on mid-year actua figures and were annualized to reflect to twelve month costs.

F3.11

InFY 1998-99, Creative Connections' actual costsexceeded the cost limit by 2.3 percent but
were 5.2 percent lower than the limit in FY 1999-00 and 7.4 percent lower in FY 2000-01.
As stated in the contract, administrative costs were not expected to decrease in proportion
to direct service costs due to the fixed nature of these costs. Creative Connections is
reimbursed for expenses up to the cost limit. Costs which exceed the prescribed limit,
$40,696 in FY 1998-99, are not reimbursed to Beech Acres by the Council. However, by
using themaximum cap levels, overhead costsare driven to maximum reimbursement levels.

Creative Connections does not have a strategic plan to guide resource allocation. Likewise,
the contract contains no guidance in this area. Strategic plans are highly recommended to
guide short and long term programmatic and operational goals. Strategic plans should
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encompassthreeto five years of operations and include goals, action stepsto achieve goals,
costs, time-lines and responsible individuals. Costs should be based on prior year
expenditures and future planned actions and should include detail ed descriptions of planned
increases. Through careful strategic planning and by updating plans at least annually, an
organizationisableto better control costs and ensure judicious resource all ocation. Because
Creative Connections does not have astrategic plan to guide spending, annual variancesmay
fluctuate widely and remain unexplained.
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The Council agencies should require Creative Connections to develop annual strategic
planning documents for administrative costs which would correlate planned costs and
activities with required resources. The plan should be used to develop the annual budget
based on planned activitiesand the plan and budget shoul d be amended as needed throughout
the year. Developing astrategic plan will lend greater stability to the budgeting process and
should reduce the level of variances experienced by Creative Connections.

F3.12 Caremanagement costsarerelated to the provision of care management servicesby Creative
Connections and the providers. Included in care management services are the following

tasks:

° Developing and implementing plans of care for clients;

° Completing risk matrices,

° Monitoring the provision of direct services;

° Monitoring outcomes,

° Maintaining face to face contact with clients;

° Training other care managers and other provider personnel;

° Devel oping and maintaining a therapeutic relationship with an enrollee; and

° Preparing documentation and attending Semi-annual Administrative Reviews

(SARs).

Financial Management and Reporting 3-15



Hamilton County Managed Care - Creative Connections

Performance Audit

For the purpose of this audit, care management costs were examined to determine the
reasonabl eness of these expenses. Care management costsfor thefirst two contract yearsare
displayed in Table 3-9.

Table 3-9: Care Management Costs FY’s 1998, 1999, and projected FY 2000

Actual Actual Projected
CareManagement | CareManagement % Care Management %
Costs Costs Change Costs Change
FY 1998-99* FY 1999-00 FY 2000-01
Payroll $616,026 $1,379,774 124.0% $1,171,892 (15.1)%
Payroll Taxesand Benefits $129,381 $298,477 130.7% $191,862 (35.7)%
Professional Services $493,194 $94,605 (80.8)% $50,622 (46.5)%
Supplies $19,358 $25,073 29.5% $0 (100.0)%
Transportation and Training $65,313 $133,687 104.7% $118,500 (11.4)%
M ember ship and Dues $953 $261 (72.6)% $150 (42.5)%
Communication and Equipment $71,609 $87,261 21.9% $41,168 (52.8)%
Occupancy $45,986 $36,236 (21.2)% $29,384 (18.9)%
Insurance $18,746 $18,018 (3.9% $11,262 (37.5)%
Other $13,190 $16,546 25.4% $9,180 (44.5)%
Depreciation $207,273 $65,800 (68.3)% $60,652 (7.8)%
Total Expenditures $1,681,027 $2,155,738 28.2% $1,684,672 (21.9)%
Source: Creative Connections
! The first contract year encompassed eight months. Care Management costs have been annualized to reflect twelve months costs.
2 Projected FY 2000-01 costs are based on mid-year actual figures and are annualized to reflect twelve months costs.
An explanation for the more significant variancesin Table 3-9 are as follows:
° Anincreasein payroll and payroll taxes and benefitsin FY 1999-00 and a decrease

in FY 2000-01: Beech Acresincreased Creative Connections' Care Managers by 6
FTEsand increased supervisorsby 1 FTE in FY 1999-00. Payroll taxes and benefits
also rose due to the additional positions. Beech Acres management stated that
additionsto the staff were necessary to meet the expansion of servicesthat occurred
under the contract. In FY 2000-01, vacancies contributed to the reduced costsin both

categories.

° A decrease in professional servicesfor FYs 1999-00 and 2000-01: The decreasein
professional services for FY's 1999-00 and 2000-01 are related to the decrease in
outsourced functions.
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Anincreaseinsupplies, transportation and training, communi cation and equi pment,
and other in FY 1999-00 and a decrease in FY 2000-01: Additional spending was
necessary to support the employees added after the first contract year. An increase
in cell phone charges, data and telephone lines, and internet access were highlighted
by Beech Acres' CFO as the primary reason for the rise in Creative Connections
communication costs. Costsdecreased in FY 2000-01 asaresult of thedight staffing
decreases resulting from vacancies.

A decrease in membership and dues, and insurance in FY 1999-00 and 2000-01:
Property and professional insurance expenses decreased as a result of changes in
staffing levels and the types of professional positions employed within Creative
Connections (increased use of administrative assistants), as well as the increase in
property and equipment.

A decrease in depreciation for FYs 1999-00 and 2000-01: A depreciation schedule
was made available, but did not contain sufficiently detailed information to attribute
reported depreciation to Creative Connections (see also F3.9).

F3.13 A large portion of care management costs are payroll-related. Payroll constituted 36.6
percent of total care management costsin FY 1998-99, 64.0 percent in FY 1999-00, and is
projected to increase to 69.5 percent of the total expenditures in FY 2000-01. Crestive
Connections’ care management costsarenot to exceed 8.0 percent of total project costs(care
management cost cap) in any budget year, except by an amount equal to the cost cap plusan
allowed variance of 10.0 percent of the budgeted cost (care management variance). Beech
Acres care management cost limit isdisplayed in Table 3-10. Asdisplayed in thetable, a
favorable variance occurs when actual costs are lower than the cost limit. If the actual costs
exceed the cost limit in any year (unfavorable variance), Beech Acres must provide the
Council agencies with a detailed line item report indicating the reasons that the costs
exceeded the prescribed percentage of total project costs.

Table 3-10: Care Management Cost Activity FY’s1998,1999 and projected FY 2000

Care Care Care Management Projected Favorable
Management Management Cost Care Management (Unfavorable)

Cost Cap Cost Variance Limit Costs? Variance
FY 1998-99* $953,391 $95,339 $1,048,730 $1,681,026 ($632,296)
(60.2%)
FY 1999-00 $1,177,220 $117,722 $1,294,942 $2,155,738 ($860,796)
(66.4%)
FY 2000-01 $1,217,154 $121,715 $1,338,869 $1,684,672 ($345,803)
(25.8%)

Sour ce: Creative Connections
! The first contract year encompassed eight months. Care Management costs have been annualized to reflect twelve months costs.
2 Actual FY 2000-01 costs are based on mid-year actual figures and are projected to reflect twelve months costs.
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Beech Acres actual care management costs exceeded the cost limit by 60.2 percent in FY
1998-99, 66.4 percent in FY 1999-00, and 25.8 percent in FY 2000-01. This amounted to
expensesof $632,296in FY 1998-99, $860,769in FY 1999-00, and $345,803in FY 2000-01
that were not reimbursed by the Council agencies. Costs in excess of the 10.0 percent
variance were not unexpected. The contract states that due to their fixed nature, care
management costs may exceed thevariancein contract years subsequent to contract year one.

Aswith administrative expenses, the Council agencies should require Creative Connections
to develop an annual strategic plan which would correlate care management costs and
activities with required resources. By developing an annual plan that includes goals, steps
to achieve the goals, and time-lines, Creative Connections should reduce the levels of care
management cost variances experienced, and reduce the amount of costs not reimbursed.
Also, correlating care management costs to utilization reviews would help Creative
Connections better plan for care management resource needs.

Direct Service Costs are those costs which areincurred in the provision of direct servicesto
clients. These consist of the following services:

Diagnostic and Evaluative Services,
Medical/Somatic Services,

Individual, Family, Group Psychotherapy;
Home Based Intervention Services;
Community Support Services,
Out-Patient Partial Hospitalization Services,
Foster Care Services;

Group Care Services,

Residential Care Services,

Respite Services,

Crisis Services; and

Independent Living Services.

Direct Service Costs for the first three contract years are shown inTable 3-11.

Table 3-11: Direct Service Costs FY’s 1998,1999 and projected FY 2000

Total Total % Projected %
FY 1998-99* FY 1999-00 Change FY 2000-012 Change
Direct Service Cost $9,746,259 $11,276,311 15.7% $11,725,878 4.0%

Sour ce: Creative Connections
! The first contract year encompassed eight months. Care Management costs have been annualized to reflect twelve months costs.
2 Direct service costs for FY 2000-01 are based on mid-year actual figures and are projected to reflect twelve month costs.
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The variation of 15.7 percent from FY 1998-99 to FY 1999-00 may be attributed to alack
of preparation on the part of Beech Acres for managing the true costs of service provision
for the client population. The projected variance of 4.0 percent from FY 1999-00 to FY
2000-01 signifies anormalization of these costs consistent with the trend of rising medical
costs and the medical Consumer Price Index for the Cincinnati region. However, Cregtive
Connections has not performed utilization reviews or established network rates for service
providers which, if used, could significantly reduce direct service costs (see the network
management subsection in performance measurement).
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The Council agencies should require Creative Connections to develop an annual strategic
plan which would anticipate yearly Direct Service Costs. Indicators used to project costs
should include:

Medical CPI;

Utilization reviews,

Preliminary cost assessments of the client population;
Network rates; and

Other relevant variables.

Beech Acres should continue to closely monitor costs to avoid the wide variances
experienced between the first two years of the contract. Direct service costs should not rise
in proportions above medical servicesinflation.

Reconciliation and the Payment Process

F3.15 TheCouncil agenciespay acapitated amount for each client served by Creative Connections.
During thefirst contract year, the Council agenciesreimbursed Beech Acresthe county case
rate of $3,130 per enrollee per month served. The first contract year encompassed an eight-
month period. When annualized to reflect afull year, this amount would have been $4,695.
The county case rate was determined by dividing the annualized County contribution by
3,432 (the maximum number of clients, 286, multiplied by 12 months). To determine this
rate for subsequent contract years, the lesser of the following cal cul ations was used:

° Increase the annualized actual project cost for the immediate