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Ambulatory Surgical Center Payment
System Final Rule (CMS-1736-FC)

Dec 02,2020 Policy

On December 2, 2020, the Centers for Medicare & Medicaid Services (CMS) finalized
policies that are consistent with the directives in President Trump’s Executive Order, entitled
“Protecting and Improving Medicare for Our Nation’s Seniors,” that aim to increase choice,
lower patients’ out-of-pocket costs, empower patients, and protect taxpayer dollars.

These changes would build on existing efforts to increase patient choice by making
Medicare payment available for more services in different sites of service and adopting
policy changes under the Medicare Hospital Outpatient Prospective Payment System
(OPPS) and Ambulatory Surgical Center (ASC) Payment System.

The CY 2021 OPPS/ASC Payment System final rule with comment period would further
advance the agency’s commitment to strengthening Medicare and reducing provider
burden so that hospitals and ambulatory surgical centers can operate with increased
flexibility, and patients are better equipped to be active healthcare consumers.

This fact sheet discusses the major provisions of the final rule with comment period (CMS-
1736-FC), which can be downloaded at: https://www.cms.gov/files/document/12220-opps-
final-rule-cms-1736-fc.pdf

Increasing Choice and Encouraging Site Neutrality

The final rule includes policies that would continue to give beneficiaries more affordable
choices on where to obtain care with the potential for lower out-of-pocket expenses.

Elimination of the Inpatient Only List

In this rule, we are finalizing our proposal to eliminate the Inpatient Only (IPO) list over a
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musculoskeletal-related services, with the list completely phased out by CY 2024. This will
make these procedures eligible to be paid by Medicare in the hospital outpatient setting
when outpatient care is appropriate, as well as maintain our ability to pay for these
services in the hospital inpatient setting when inpatient care is appropriate, as determined
by the physician.

Additionally, procedures removed from the IPO list may become subject to medical review
activities related to the 2-midnight rule. In the CY 2020 OPPS/ASC final rule, CMS finalized
a two-year exemption from certain medical review activities related to the 2-midnight rule
for procedures newly removed from the IPO list. In this rule, we are finalizing a policy in
which procedures removed from the IPO list beginning January 1, 2021 will be indefinitely
exempted from site-of-service claim denials under Medicare Part A, eligibility for
Beneficiary and Family-Centered Care-Quality Improvement Organization (BFCC-QIO)
referrals to Recovery Audit Contractors (RACs) for noncompliance with the 2-midnight rule,
and RAC reviews for “patient status” (that is, site-of-service). This exemption will last until
we have Medicare claims data indicating that the procedure is more commonly performed
in the outpatient setting than the inpatient setting. This exemption will allow providers more
time to become accustomed to the new ability to bill for Medicare payment of claims for
services that were previously only paid on an inpatient basis. Providers are still expected to
bill in compliance with the 2-Midnight rule. The BFCC-QIOs will still have the opportunity to
review such claims in order to provide education for practitioners and providers regarding
compliance with the 2-midnight rule, but claims identified as noncompliant will not be
denied with respect to the site-of-service under Medicare Part A.

ASC Covered Procedures List

For CY 2021, we are adding eleven procedures to the ASC covered procedures list (CPL),
including total hip arthroplasty (CPT 27130), under our standard review process.
Additionally, we are revising the criteria we use to add covered surgical procedures to the
ASC CPL, providing that certain criteria we used to add covered surgical procedures to the
ASC CPL in the past will now be factors for physicians to consider in deciding whether a
specific beneficiary should receive a covered surgical procedure in an ASC, and adopting a
notification process for surgical procedures the public believes can be added to the ASC
CPL under the criteria we are retaining. Using our revised criteria, we are adding an
additional 267 surgical procedures to the ASC CPL beginning in CY 2021.

OPPS Payment Methodology for 340B Purchased Drugs

Section 340B of the Public Health Service Act (340B) allows participating hospitals and
other providers to purchase certain covered outpatient drugs from manufacturers at
discounted prices. In the CY 2018 OPPS/ASC final rule, CMS reexamined the

https://www.cms.gov/newsroom/fact-sheets/cy-2021-medicare-hospital-outpatient-prospective-payment-system-and-ambulatory-surgical-center-0 2/8



12/6/2020 CY 2021 Medicare Hospital Outpatient Prospective Payment System and Ambulatory Surgical Center Payment System Final Rule (CMS-...

appropriateness of paying the Average Sale Price (ASP) plus 6 percent for drugs acquired

through the 340B Program, given that 340B hospitals acquire these drugs at steep
discounts. Beginning January 1, 2018, Medicare adopted a policy to pay an adjusted
amount of ASP minus 22.5 percent for separately payable drugs or biologicals acquired

under the 340B Program. This policy has been subject to ongoing litigation but was upheld

by the United States Court of Appeals for the D.C Circuit Court on July 31, 2020.

In this final rule with comment period, we are continuing the current 340B payment policy
of paying ASP minus 22.5 percent for 340B-acquired drugs. We believe maintaining the
current payment policy is appropriate in order to maintain consistent and reliable payment
amid the PHE. The 340B payment policy continues to exempt rural sole community
hospitals, children’s hospitals, and PPS-exempt cancer hospitals. These hospitals would
continue to report informational modifier “TB” for 340B-acquired drugs, and continue to be
paid ASP+6 percent. Although we are continuing the current 340B payment policy, we will
continue to consider and evaluate the appropriateness of using 340B hospital survey data
to set future payment rates for 340B drugs.

Meaningful Measures/Patients Over Paperwork
CY 2021 Overall Hospital Quality Star Rating for CY 2021 and Subsequent Years

In continuing the agency’s efforts to reduce burden and improve efficiencies through the
Patients Over Paperwork Initiative, for the first time through the rulemaking process, CMS
will establish, update, and simplify the methodology used to calculate the Overall Hospital
Quality Star Rating (Overall Star Rating) beginning with 2021.

After seeking stakeholder input through multiple public venues on the current methodology
used to calculate the Overall Star Rating and our proposal from the CY 2021 proposed rule,
CMS is retaining certain aspects of the current methodology (e.g., annual refresh, what
measures are included, standardization of measure scores, and the use of k-means
clustering to assign a rating) and updating other aspects, such as:

« Combine three existing process measure groups into one new Timely and Effective Care
group as a result of measure removals (thus, the Overall Star Ratings would be made up
of five groups — Mortality, Safety of Care, Readmissions, Patient Experience, and Timely
and Effective Care);

« Use a simple average methodology to calculate measure group scores instead of the
current statistical Latent Variable Model;

« Standardize measure group scores (that is, make varying scores directly comparable by
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« Change the reporting threshold to receive an Overall Star Rating by requiring a hospital
to report at least three measures for three measures groups, however, one of the groups
must specifically be the Mortality or Safety of Care group; and

« Apply peer grouping methodology by number of measure groups where hospitals are
grouped into whether they have three or more measures in three, four, or five measure
groups (three measure groups is the minimum to receive a rating).

These changes will be used to calculate the Overall Star Rating beginning in 2021. Overall,
the changes we are finalizing will:

« Simplify the methodology by reducing the total number of measure groups and create an
explicit approach to calculating measure group scores;

« Improve predictability of the Overall Star Rating over time through a simple average of
measure scores with equal measure weightings that hospitals can better anticipate; and

« Improve the comparability of the Overall Star Rating through updating the reporting
threshold, and peer grouping.

We are also including critical access hospitals (CAHs) in the Overall Star Rating, as well as
Veterans Health Administration (VHA) hospitals.

Hospital Outpatient Quality Reporting (OQR) Program and Ambulatory Surgical Center
Quality Reporting (ASCQR) Program

CMS is finalizing changes to update and refine requirements for the Hospital Outpatient
Quality Reporting (OQR) and Ambulatory Surgical Center Quality Reporting (ASCQR)
Programs to further meaningful measurement and reporting for quality of care in the
outpatient surgical setting, while limiting burden. CMS is revising and codifying previously
finalized administrative procedures, and codifying an expanded review and corrections
process to further align the Hospital OQR and ASCQR Programs while clarifying program
requirements. CMS is not adding or removing any measure for either program.

Updates to OPPS Payment Rates

In accordance with Medicare law, CMS will update OPPS payment rates for hospitals that
meet applicable quality reporting requirements by 2.4 percent. This update is based on the
projected hospital market basket increase of 2.4 percent with a 0.0 percent adjustment for
multi-factor productivity (MFP).

Partial Hospitalization Program (PHP) Rate Setting

The CY 2021 OPPS/ASC final rule updates Medicare payment rates for Partial
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Hospitalization Program (PHP) services furnished in hospital outpatient departments and

Community Mental Health Centers (CMHCs). The PHP is a structured intensive outpatient
program consisting of a group of mental health services paid on a per diem basis under the
OPPS, based on PHP per diem costs.

Update to PHP Per Diem Rates

CMS is finalizing its policy to maintain the unified rate structure established in CY 2017,
with a single PHP Ambulatory Payment Classification (APC) for each provider type for days
with three or more services per day. CMS will continue to use the CMHC and hospital-based
PHP (HB PHP) geometric mean per diem costs, consistent with existing policy, using the
latest available data for each provider type. Based on the latest data, the geometric mean
per diem costs for both CMHCs and hospital-based PHPs are significantly higher than the
cost floors that were proposed for CY 2021. Because the final calculated geometric mean
per diem costs for both provider types are above the proposed floors, the data does not
support finalizing floors at this time, and therefore, we are not finalizing the proposed cost
floors in this CY 2021 OPPS/ASC final rule. Accordingly, CMS is finalizing the CY 2021 PHP
APC per diem rates for CMHCs and HB PHPs based on the updated cost data for each
provider type.

Device Pass-through Applications

Effective January 1, 2021, CMS is approving five device pass-through applications that
meet the criteria to be granted transitional pass-through status: BAROSTIM NEO™ System,
Hemospray® Endoscopic Hemostat, the SpineJack® Expansion Kit, CUSTOMFLEX®
ARTIFICIAL/RIS, and EXALT™ Model D Single-Use Duodenoscope. Three of the applications
have a FDA Breakthrough Device designation, two of which were preliminarily approved for
device pass-through payment during the quarterly review process: CUSTOMFLEX®
ARTIFICIAL/RIS and EXALT™ Model D Single-Use Duodenoscope.

Clinical Diagnostic Laboratory Test Packaging Policy and Laboratory Date of Service (DOS)
Policy for Certain Protein-Based Multianalyte Assays with Algorithmic Analyses (MAAAS)

The CY 2021 OPPS/ASC final rule excludes cancer-related protein-based MAAAS as
described by CPT codes 81500, 81503, 81535, 81536, and 81539 and the test described by
CPT code 81490, which are not generally performed in the hospital outpatient department
setting, from the OPPS packaging policy, and revises the laboratory DOS policy to add
these tests to the laboratory DOS exception at § 414.510(b)(5). These revisions require
laboratories performing these protein-based MAAAs that meet the DOS requirements at

§ 414.510(b)(5) to bill Medicare directly for those tests instead of seeking payment from the
hospital.
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Updates to ASC Payment Rates

In the CY 2019 OPPS/ASC final rule with comment period, we finalized our proposal to
apply the hospital market basket update to ASC payment system rates for an interim period
of 5 years (CY 2019 through CY 2023).

Using the hospital market basket, CMS is updating the ASC rates for CY 2021 by 2.4
percent. The final update applies to ASCs meeting relevant quality reporting requirements.
This change is based on the projected hospital market basket increase of 2.4 percent with a
0.0 percent adjustment for MFP. This update will help to promote site-neutrality between
hospitals and ASCs and encourage the migration of services from the hospital setting to the
lower cost ASC setting.

Protecting Taxpayer Dollars

CMS is continuing to focus on reducing unnecessary increases in the volume of covered
outpatient department services through the use of prior authorization. In the CY 2021
OPPS/ASC final rule, CMS is requiring prior authorization for Cervical Fusion with Disc
Removal, and Implanted Spinal Neurostimulators for dates of services on or after July 1,
2021. CMS continues to believe prior authorization is an effective mechanism to ensure
Medicare beneficiaries receive medically necessary care, while protecting the Medicare
Trust Funds from unnecessary increases in volume by virtue of improper payments, without
adding new documentation requirements for providers.

Physician-Owned Hospitals

In order for a physician-owned hospital to submit claims and receive Medicare payment for
services referred by a physician owner or investor (or a physician whose family member is
an owner or investor), the physician-owned hospital must satisfy all of the requirements of
either the whole hospital exception or the rural provider exception to the physician self-
referral law, commonly referred to as the “Stark Law.”

To qualify for the rural provider or whole hospital exception, a physician-owned hospital
may not increase the aggregate number of operating rooms, procedure rooms, and beds
above that for which the hospital was licensed on March 23, 2010 (or, in the case of a
hospital that did not have a provider agreement in effect as of March 23, 2010, but did have
a provider agreement in effect on December 31, 2010, the effective date of such
agreement), unless CMS has granted an exception to the prohibition on expansion. A
hospital may request an exception to the prohibition on expansion of facility capacity using
the process established in the CY 2012 OPPS/ASC final rule.

In the CY 2021 OPPS/ASC final rule, CMS removed certain provisions in the expansion
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because such provisions are not mandated by Section 1877 of the Act. Specifically, CMS

removed 1) the cap on the number of additional operating rooms, procedure rooms, and
beds that can be approved in an exception and 2) the restriction that the expansion must
occur only in facilities on the hospital’s main campus. In addition, a high Medicaid facility
may now apply for an exception more than once every two years from the time of a
decision by CMS, provided that the hospital submits only one expansion exception request
at a time. The final regulations also provide that, for purposes of determining the number of
beds in a hospital’s baseline number of operating rooms, procedure rooms, and beds, a bed
is included if the bed is considered licensed for purposes of State licensure, regardless of
the specific number of beds identified on the physical license issued to the hospital by the
State. This will provide additional flexibility to physician-owned hospitals that qualify as
high Medicaid facilities, which, by definition, serve more Medicaid inpatients than other
hospitals in the counties in which they are located.

Updates to Hospital and Critical Access Hospital Reporting

In order to address the ongoing public health emergency, CMS is finalizing a new
requirement for the nation’s 6,200 hospitals and critical access hospitals to report
information about their inventory of therapeutics to treat COVID-19. This reporting will
provide the information needed to track and accurately allocate therapeutics to the
hospitals that need additional inventory to care for patients and meet surge needs.

Also in order to address the ongoing public health emergency, CMS is finalizing a new
requirement for the nation’s hospitals and critical access hospitals to report information
about the impact of acute respiratory illnesses, such as seasonal influenza, on hospital
resources. Treatment of acute respiratory illnesses uses many of the same resources
necessary for treatment of COVID-19, and this new reporting requirement will provide the
necessary information to distribute resources to hospitals under strain.

Hit#
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Shirley Ryan AbilityLab, UChicago Medicine partner for
physical medicine and rehabilitation services

October 23, 2019
Written By Ashley Heher

UChicago Medicine and Shirley Ryan AbilityLab have joined forces to bring the services and
expertise of a premier rehabilitation hospital to patients of the academic health system.

Shirley Ryan AbilityLab will take on the clinical management of inpatient rehabilitation
services at Ingalls Memorial Hospital in Harvey starting Nov. 1. Over the next year, the alliance
is expected to expand to inpatient and outpatient rehabilitation services in all clinical
facilities at UChicago Medicine’s Hyde Park campus and later to Ingalls’ outpatient
facilities in the south suburbs.

A dedicated team from Shirley Ryan AbilityLab — including physiatrists (physical
medicine and rehabilitation physicians) — will lead the administrative and clinical
oversight of the programs. Current therapists and other staff-level employees will
continue to be employed by Ingalls Memorial Hospital or, as the alliance expands over the
next year, the University of Chicago Medical Center.

“This collaboration will allow the two organizations to work together and transfer
knowledge and best practices in rehabilitation medicine, which will enhance the services
we offer throughout our health system,” said Audre Bagnall, chief strategy officer and
executive vice president for business development. “We share the same commitment to
providing high-quality care and expect the transition of clinical management to be
seamless.”

The arrangement is the latest alliance for the two leading health providers, which have a
long history of successfully working with other organizations to expand care into more
communities.

“Central to our mission is expanding our reach — locally, nationally and globally — so that
patients have access to the best in rehabilitation care, with the greatest outcomes,” said
Christine Deleo, vice president, Strategic Alliances, Shirley Ryan AbilityLab. “We look
forward to sharing our clinical and operating expertise first with Ingalls Memorial, which
has expressed a deep commitment to building on current success and investing in its
quality of rehabilitation services.”
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Shirley Ryan AbilityLab has been ranked the “No. 1 Rehabilitation Hospital in America” by
U.S. News & World Report every year since 1991. It has similar, effective collaborations with
AMITA Health Rehabilitation Hospital Elk Grove Village and AMITA Health Adventist
Medical Center La Grange, Silver Cross Hospital, Advocate lllinois Masonic Medical Center
and Southern lllinois Healthcare. The organization has forged recent alliances in
international geographies, as well. Anchored by its new flagship research hospital in
Chicago’s Streeterville neighborhood, the organization operates nearly 40 sites of care
around lllinois and beyond.

UChicago Medicine, based in Chicago’s Hyde Park neighborhood, sees patients in 45
locations around Chicago and Northwest Indiana. The growing academic health system
added Ingalls Memorial and the Harvey hospital’s outpatient sites and urgent care
facilities to its network in 2016. The most recent uU.s. News report ranked UChicago
Medicine as the No. 2 hospital in lllinois.

About Ashley Heher

Ashley Heher is the director of media relations and breaking news at
UChicago Medicine.
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New rehab hospital part of Rush joint venture

The deal with Pennsylvania-based Select Medical also involves 63 physical therapy centers
in the region.

STEPHANIE GOLDBERG [ [

Wikimedia Commons

Rush University Medical Center

The deal with Pennsylvania-based Select Medical also involves 63 physical therapy centers
in the region.

Rush University Medical Center and post-acute care provider Select Medical today
announced a joint venture to operate outpatient facilities in the region, as well as a new 84-
bed rehabilitation hospital on the academic medical center’s Near West Side campus.

In addition to 63 physical therapy centers in the Chicago and Northwest Indiana region, the
deal includes the construction of Rush Specialty Hospital, which will have 30 critical illness
recovery beds and 54 inpatient rehabilitation beds, according to a statement. Until the
hospital’s expected 2022 completion, Select Medical will manage Rush’s existing
rehabilitation unit in the Johnston R. Bowman Health Center on its campus.

MORE
Chicago's hospital systems and largest hospitals 2020

Don't miss Crain's in print—right on your screen.

Sign up for Today's Crain's: A free roundup of Chicago business news delivered every
weekday afternoon.
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Mechanicsburg, Pa.-based Select Medical will serve as “majority owner and managing
partner across three post-acute care lines,” says the statement, which does not disclose
financial terms of the deal. A Select Medical spokeswoman declined to comment on the
financial terms of the deal.

"In a post-COVID-19 world, post-acute services will be even more important, and as a
national standard-bearer of quality and safety, Rush was looking for a strategic partner that
would complement the excellent care our patients and their families have come to expect,"
Rush system CEO Dr. Ranga Krishnan said in the statement.

The outpatient rehabilitation centers include 62 NovaCare Rehabilitation, Select Physical
Therapy and Michiana Orthopaedic & Sports Physical Therapy locations from Select
Medical, as well as the Rush rehabilitation center, the statement says, adding that all 63 will
be rebranded as Rush Physical Therapy.

“Any change when you're locked into an existing structure is difficult to do. . . .What we are
thinking is, how do we fit into the landscape—from wellness to post-acute care?” Krishnan
told Crain’s earlier this month. “We are doing what | call partner, build or buy. If we can afford
a partner with the right values, the right player, we will. Some (changes) will involve having to
buy certain things we don’t have. And if we have no choice, we’ll build it.”

Inline Play
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

SAINT ANTHONY HOSPITAL,
Plaintiff,
V. Case No:
THERESA EAGLESON, in her official
capacity as Director of the Illinois

Department of Healthcare and Family
Services,

N N N N N N N N N N N N

Defendant.

COMPLAINT FOR DECLARATORY AND INJUNCTIVE RELIEF

Plaintiff, Saint Anthony Hospital (“Saint Anthony” or “Plaintiff”), for its complaint
against Theresa Eagleson (“Eagleson” or “Defendant”), in her official capacity as Director of the
Illinois Department of Health and Family Services (“HFS”), states as follows:

INTRODUCTION

1. Saint Anthony is a charitable hospital that serves a largely poor, Medicaid
population on the near west side of Chicago. The combination of (i) the COVID-19 pandemic,
(i1) resulting restrictions on Saint Anthony imposed by the State of Illinois (“State”), and (iii) the
State’s failure to comply with federal law by seeing that managed care organizations (“MCQOs”)
with which the State has contracted make timely and accurate payment for Medicaid services,
threatens Saint Anthony’s ability to provide vital medical care, as it has for over a century. The
State’s actions violate Saint Anthony’s rights under the federal Medicaid laws and regulations.
Saint Anthony sues to enforce those rights. It seeks emergency injunctive relief because the State’s

failure to follow federal Medicaid requirements threatens Saint Anthony’s ability to provide
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essential medical services during the most significant public health crisis since the pandemic of
1918.

2. The public interest in assuring that Saint Anthony can continue to operate
effectively in this crisis is of paramount importance. Upon information and belief, many other
“safety net” hospitals like Saint Anthony that serve a similar Medicaid-dependent patient cohort
are facing the same critical funding problems for the same reasons.

3. While the current Medicaid payment crisis has been brought to a head by the
COVID-19 pandemic, its origins predate it. For years, the State, through HFS, has failed to comply
with its obligations under the federal Social Security Act and implementing regulations with regard
to the operation of the State’s Medicaid program that are meant to protect the finances of safety-
net health care providers like Saint Anthony, and thus assure their ability to provide necessary
medical services to their patient cohort.

4. The State, through the MCOs and due to its own delays in processing applications
and making payments, as of mid-February 2020, is currently past due paying Saint Anthony
Medicaid payments of at least $22 million, as more fully described below in paragraphs 70-74.
Given the lack of rationale, consistency and explanation in the MCOs’ payments to Saint Anthony
and its failures to make payment, discussed in paragraphs 55-64, the amounts are likely much
higher. That is a great deal of money for any hospital, but a dire problem for a 150-bed charitable
hospital serving a mostly poor, Medicaid-dependent population.

5. Under former Governor Rauner’s administration, the State aggressively shifted its
Medicaid reimbursement process by contracting with private healthcare insurance companies—
generally referred to as managed care organizations or MCOs—rather than administering

Medicaid reimbursement itself. The State pays MCOs billions of federal and State Medicaid
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dollars and entrusts them with ensuring that the most vulnerable patient populations are provided
necessary medical care, and that health care providers are compensated for their services on a fair
and timely basis. Federal and state laws require the State to ensure that the MCOs timely and
properly make these payments to providers like Saint Anthony. Neither the MCOs, which are
agents of the State, nor the State are meeting their obligations.

6. The MCOs have systematically delayed and denied claims without justification,
failed to pay undisputed claims, and when payments are made, they refuse to provide the detail
necessary for Saint Anthony to determine if it is receiving proper payment or, if not, why not.
When asked by HFS to provide this detail to the providers, several large MCOs have admitted that
they cannot do so. The MCOs appear to operate on a “squeaky-wheel” principle: whichever
hospital raises the loudest outcry gets paid something, but not necessarily what it was owed.

7. Saint Anthony has repeatedly raised these issues with HFS and asked it to fix this
broken system. It has advocated for legislative reform seeking greater accountability and
transparency from the MCOs and participated in bi-weekly meetings with HFS focused on these
issues. But the problems persist. Before the COVID-19 pandemic, these problems were serious.
Now, they threaten the ability of Saint Anthony to respond to the pandemic.

8. Nearly four weeks ago, hoping to avoid litigation in the midst of a pandemic and
seeking a long-term, systemic solution to these problems, Saint Anthony provided the State a draft
of this Complaint and asked the State to agree, on a without-prejudice basis to both sides, to
provide interim financial assistance in the form of partial payment of what Saint Anthony claims
is owed and to discuss longer-term solutions, in exchange for a temporary standstill of litigation.
The parties had made some progress toward such a standstill agreement, but reached impasse.

Judicial intervention is therefore required to make the State comply with its obligations.
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9. Saint Anthony brings this action for declaratory and injunctive relief pursuant to
42 U.S.C. 8 1983 against Eagleson, in her official capacity as Director of HFS, to order HFS to
comply with the federal and state statutory and regulatory mandate to safeguard Medicaid money
and oversee and manage the MCOs to which the State has entrusted billions of federal and State
dollars. (Eagleson, HFS, and the State are used interchangeably herein except where noted.)

10.  The State’s broken Medicaid managed care system has been driving community
hospitals like Saint Anthony, which turn away no one and depend on Medicaid to serve its
disproportionately poor patient population, to the brink of being unable to carry out its mission.
Without immediate relief, the financial and medical obligations of Saint Anthony related to the
COVID-19 pandemic, exacerbated by the State’s MCO debacle, likely mean that some patients
who urgently need care may not get it, and dire outcomes can be foreseen.

11. On March 14, 2020, Governor JB Pritzker announced that his administration would
file a request for a federal waiver to expand Medicaid coverage as COVID-19 continues to spread
across Illinois. He stated that “[d]uring this crisis my administration is working to ensure that
those who fear that they may be getting sick have access to the testing and treatment that they need
without being saddled with costly medical bills for their care.”! Saint Anthony supports the
Governor’s plans to use every tool at his disposal to protect the public and stem the COVID-19
pandemic, including providing Medicaid coverage for those who cannot afford medical care.

However, expanding health care coverage is only half the equation if providers like Saint Anthony

! Office of the Governor, Gov. Pritzker to File Federal Waiver to Expand Medicaid
Coverage During  COVID-19 Pandemic, ILLINOIS.GOV ~ (Mar. 14, 2020),
https://www?.illinois.gov/Pages/news-item.aspx?ReleaselD=21252. The federal government
subsequently approved the waiver. Stephanie Goldberg, Feds OK Illinois’ move to expand health
care access for 3 million people, CRAIN’S CHICAGO BUSINESS (Mar. 24, 2020),
https://www.chicagobusiness.com/health-care/feds-ok-illinois-move-expand-health-care-access-
3-million-people.
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are not paid. It is futile if the State cannot ensure—as it is required to do by federal law—that its
MCOs are fully and promptly paying hospitals like Saint Anthony for the services they provide so
that those hospitals have the funds to keep their doors open.

THE PARTIES

12. Saint Anthony Hospital is a not-for-profit Illinois corporation located on 19th
Street between California Avenue and Marshall Boulevard in Chicago.

13.  The Illinois Department of Healthcare and Family Services is the single state
agency for Illinois that is responsible for the oversight and administration of the State’s Medicaid
program. Theresa Eagleson is the Director of HFS and is responsible for ensuring that Illinois’s
Medicaid programs comply with federal law. Eagleson is sued in her official capacity.

JURISDICTION AND VENUE

14.  This action is brought pursuant to 42 U.S.C. 8 1983 to enforce rights created in the
federal Medicaid Statute, 42 U.S.C. 88139%a(a)(8) & (a)(37), 139%6u-2(f), and
1396b(m)(2)(A)(xii). Jurisdiction exists over Saint Anthony’s federal claims under 28 U.S.C.
§§ 1331 and 1343.

15.  Venue is proper in this District under 28 U.S.C. § 1391(b). The parties reside in
this District and the events giving rise to the claims asserted herein occurred in this District.

FACTS

l. Saint Anthony Is A Safety Net Hospital that Provides High Quality,
Cost-Effective Care to All Patients.

16. Since 1898, Saint Anthony has provided hospital care, social services, and a wide
range of other community services to underserved and often impoverished residents of the West
Side and Southwest Side of Chicago. It provides hospital services to all in need. Saint Anthony

is a “Safety-Net Hospital,” which means it serves a high number of Medicaid patients, 305 ILCS
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5/5-5e.1, as well the uninsured and other vulnerable populations. Saint Anthony serves its patients
not only without regard to their ability to pay, but with award-winning and highly-rated care that
every patient deserves.

17. Saint Anthony is the top-performing Medicaid provider in the City of Chicago and
among the top-performing providers in the State of Illinois. The federal agency that oversees
Medicaid—the Centers for Medicare and Medicaid Services (“CMS”)—has ranked Saint Anthony
the number one hospital in Chicago in Total Performance. Saint Anthony ranks number nine in
Total Performance among all lllinois hospitals.?

18. Saint Anthony was the first hospital in Illinois, and remains the only hospital in
Chicago, awarded the Perinatal Certification from the Joint Commission for its commitment to
integrated, patient-centered care for mothers and newborns.®

19. In both 2018 and 2019, Saint Anthony received the Partners in Progress Award as
part of the Illinois Health and Hospital Association’s Innovation Challenge. In 2018, Saint
Anthony received the award for implementing a new quality improvement model that contributed
to a 90% decrease in hospital-acquired infections in patients and an estimated cost savings of

almost half a million dollars.* In 2019, it received the award again, this time for implementing a

2 Hospital Compare: Hospital Value-Based Purchasing (HVBP) - Total Performance Score,
MEDICARE.GOV, https://www.medicare.gov/Hospital Compare/Data/total-performance-
scores.html (last updated Jan. 29, 2020).

8 See Concerning the role of the Joint Commission in hospital accreditation and evaluation,
THE JOINT COMMISSION, https://www.jointcommission.org/en/accreditation-and-
certification/health-care-settings/hospital/ (last visited Mar. 23, 2020).

4 IHA Recognizes Illinois Hospitals and Health Systems for IHA Innovation Challenge:

Partners in Progress Award, THE ILL. HEALTH & HosP. AsS’N (Jan. 17, 2018), https://www.team-
iha.org/files/non-gated/news/innovation-challenge.aspx.

6
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new comprehensive Antimicrobial Stewardship Program to reduce unnecessary antibiotic use and
medical costs.®

20. Saint Anthony is also a five-star-rated (the top rating) dialysis center, as rated by
CMS.®

21. In addition to providing high quality care, Saint Anthony has been, until threatened
by the State’s recent overhaul of its Medicaid managed care system, fiscally sound. From 2015 to
2019, Saint Anthony’s cash on hand has fallen 98%: from over $20 million (enough to fund 72
days of operation) to less than $500,000 (less than 2 days).” Its net revenue per patient has dropped
over 20%. Even after taking into account the migration to outpatient care over this period, this
equates to receiving $24 million less for the same quality patient care it has always provided (and
does not include the additional $22 million currently owed to Saint Anthony). This decrease is
due almost entirely to the unnecessary and often unexplained delays in payments, and lack of
consistency and rationale, on the part of the MCOs, and the State’s failure to ensure that the MCOs

comply with express Medicaid obligations regarding payment of claims.

5 IHA Innovation Challenge: Partners in Progress Award Presented, THE ILL. HEALTH &
Hosp. Ass’N (Feb. 21, 2019), https://www.team-iha.org/files/non-gated/news/iha-2019-
innovation-challenge-press-release-final.aspx?ext=.

6 Dialysis Facility Compare, SAH Dialysis Clinic, Quality of patient care, MEDICARE.GOV,
https://www.medicare.gov/dialysisfacilitycompare/#profile&pid=142758&pdist=1.6&10c=60623
&lat=41.8475982&Ing=-87.7271123&sort=1%7CASC&dist=100&previouspage=results  (last
visited Mar. 27, 2020).

! This decline does not take into account borrowing by Saint Anthony, grants Saint Anthony
received, and a $15 million increase in payables over that period. Without those events, the true
decline in cash would have been almost double.
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1. The Illinois Medicaid Program.

A. Traditional Medicaid Fee-for-Service and Medicaid Managed Care.

22. Medicaid is a health benefit program jointly funded by the federal and state
governments to provide for the delivery and payment for healthcare services on behalf of low-
income individuals and families. See generally Title XIX of the Social Security Act, 42 U.S.C.
8 1396 et seq. Under Medicaid, the federal government provides funds to states, which in turn
contribute additional funds and administer the Medicaid program within their borders.

23.  To participate in Medicaid, states must comply with federal statutes and regulations
that govern the program. See, e.g., Bertrand v. Maram, No. 05 C 0544, 2006 WL 2735494, at *1
(N.D. Ill. Sept. 25, 2006). Illinois participates in Medicaid and thus must comply with the federal
laws governing Medicaid. States must also submita “plan” to the federal government for approval.
See 42 U.S.C. § 1396a(a), (b); see also 42 C.F.R. 8 430.10 (“The State plan is a comprehensive
written statement submitted by the agency describing the nature and scope of its Medicaid program
and . . . contains all information necessary for CMS to determine whether the plan can be approved
to serve as a basis for Federal financial participation (FFP) in the State program.”); 42 C.F.R.
88§ 430.12-430.25.

24, In Illinois, HFS is the single state agency responsible for the oversight and
administration of the Medicaid program. As the Director of HFS, Eagleson is responsible for
ensuring that Illinois’s Medicaid programs comply with federal law.

25.  States that participate in Medicaid do so through two programs. Historically, the
most common program was for each State to administer Medicaid directly and directly pay
physicians, hospitals, and other healthcare providers for services rendered, typically based upon a

set fee for a particular service. See, e.g., 42 U.S.C. § 1396a(a)(30)(A).
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26.  Alternatively, under the Medicaid managed care program, states can enter into
contracts with private healthcare insurance companies—MCOs—to allow those entities to
administer Medicaid services to people who enroll in the entities’ respective health plans. See 42
U.S.C. 8 1396u-2; see also 42 U.S.C. § 1396b(m); 42 C.F.R. § 438. States usually pay the MCOs
a “capitation” or “capitated” rate on a per member, per month basis such that the MCOs take the
risk for the payment of claims and administrative costs. See, e.g., 42 C.F.R. § 438.6(c). MCOs
are then responsible for paying the providers the Medicaid-eligible healthcare costs incurred by
their enrollees, who are the providers’ patients. Some of the MCOs are for-profit entities, and
therefore have incentives to deny or delay claims. Even non-profit MCOs, as discussed below,
have incentives to delay payments and “borrow” Medicaid money to pay non-Medicaid bills before
reimbursing providers.

27.  To ensure timely payment of claims, the Medicaid statute outlines several
requirements that a state Medicaid plan must contain, including a requirement that the state
“provide for claims payment procedures” to ensure payment on 90% of all clean claims submitted
by certain providers within 30 days and 99% of all clean claims submitted by such providers within
90 days (the “Prompt Payment Requirement”). See 42 U.S.C. § 1396a(a)(37).

28.  When states contract with MCOs, federal and state laws and regulations require
states to oversee MCOs to ensure they are properly administering Medicaid. Among other
requirements, states must ensure that MCOs comply with the same Prompt Payment Requirement
imposed on states that administer Medicaid directly — pay 90% of clean claims submitted by a
medical provider within 30 days of the MCO receiving the claim, and pay 99% of clean claims
within 90 days of receipt. 42 U.S.C. 8 1396a(a)(37)(A); 42 U.S.C. § 1396u-2(f); 42 C.F.R.

8 447.45(d)(2)-(3); 42 C.F.R. § 447.46; 305 ILCS 5/5-30.1(g). In other words, states are permitted
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to delegate to MCOs the administration of claims, but they retain the Prompt Payment
Requirement.

29.  States also must have in effect a monitoring system addressing all aspects of its
contracted MCOs, including, specifically, monitoring of MCQOs’ performance in the areas of
administration and management, appeal and claims management, and financing. 42 C.F.R.
8 438.66(b). States also must maintain provider complaint and appeal logs and collect audited
financial and patient encounter data from each MCO to improve MCO performance. 42 C.F.R.
§ 438.66(c)(3), (c)(9).

30.  The State and the MCOs it employs fail routinely and extensively to comply with
these requirements in their dealings with Saint Anthony and, upon information and belief, many
other hospitals. This is new. Before the Rauner administration instituted the expanded and
overhauled managed care regime, Saint Anthony achieved a high and predictable level of Medicaid
reimbursement from the State when the State administered a direct payment system. Saint
Anthony has not materially changed its billing practices or provision of care. It follows the same
procedures for reimbursement from MCOs but is not getting paid either as promptly or as fully as
it was under the prior system. When Saint Anthony asks for explanations from MCOs and from
the State, it often gets the run-around. Transparency is woefully lacking. It often does not know
which claims were not paid in full or the reasons for such underpayments.

B. The State’s Haphazard Roll-Out of Expanded Medicaid Managed Care.

31. Illinois’s Medicaid managed care program was introduced in 2006 and significantly
and rapidly expanded under former Governor Rauner to include a variety of populations and

services. In 2010, HFS spent $251 million on MCOs, 2.58% of its entire expenditures on care for

10
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the year.® By 2019, the total expenditure for MCOs had increased fifty-fold, to $12.73 billion, and
is projected to be $15.87 billion for 2020.°

32. Former Governor Rauner aimed to expand the managed care program to 80 percent
of Medicaid beneficiaries.’® His plan also expanded the State’s managed care program to all 102
counties. In 2017, Rauner’s administration sought to consolidate a number of Medicaid managed
care programs that applied to different populations and reduce the number of MCOs that could
participate from twelve to seven.!!

33. At the time of the bidding process to become one of the seven coveted MCOs, the
process was criticized as opaque. Even members of the Illinois General Assembly did not know
the criteria for the winning bids. Providers were also concerned that the expansion and awarding
of bids moved too quickly and without sufficient oversight.!? The Office of the Comptroller
recommended that the procurement process be put on hold pending a third-party review given the

many concerns related to the consolidation of MCOs and expansion of coverage.'®

8 I1l. State Comptroller, Illinois’ Massive Shift to Managed Care, FISCAL Focus (May 2019),
https://illinoiscomptroller.gov/news/fiscal-focus/fiscal-focus-archives/view-entire-pdf-version-
of-may-2019-issue-of-fiscal-focus/.

o Fiscal Year 2020 State Spending On Managed Care Organizations, ILL. STATE
COMPTROLLER, https://www.illinoiscomptroller.gov/Office/MCO/ (last updated Mar. 27, 2020).
10

Lisa Schencker, Rauner to revamp Medicaid program in hopes of saving money,
improving care, CHICAGO TRIBUNE (Feb. 27, 2017),
https://www.chicagotribune.com/business/ct-rauner-medicaid-illinois-0228-biz-20170227-
story.html.

1 Kim Geiger, Rauner says Medicaid plan will save money despite increased contract costs,

CHicAGO TRIBUNE (Nov. 29, 2017), https://www.chicagotribune.com/politics/ct-met-bruce-
rauner-medicaid-managed-care-20171129-story.html.

12 Id.

13 [I. State Comptroller’s Fiscal Policy Div., Staff report on the Medicaid Managed Care
Organization RFP (2018-24-001), ILL. STATE COMPTROLLER (May 2, 2017),
https://illinoiscomptroller.gov/financial-data/find-a-report/special-fiscal/mco-report/.

11
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34. Despite the concerns, the Rauner administration pushed ahead and HFS finalized
the contracts with seven MCOs in 2017. The total value of the seven new managed care contracts
was $63 billion, making it the largest single procurement in Illinois history.'*

35.  After the State-mandated consolidation of the MCOs, the managed care program
with the seven selected MCOs was named “HealthChoice Illinois” and launched on January 1,
2018.1% The seven MCOs are: Blue Cross Blue Shield of Illinois, CountyCare, Harmony Health
Plan, IlliniCare Health Plan, Meridian Health, Molina Healthcare of Illinois, and NextLevel
Health. As of January 2020, over 2.1 million people are enrolled in the Medicaid managed care
program,® covering approximately 80% of Medicaid enrollees in Illinois.’

36.  As discussed below, the concerns regarding the hasty roll-out of the MCO
expansion and awarding of the contracts to the seven MCOs was well-founded. The system is not
functioning in compliance with federal law. HFS has failed to see to it that the MCOs are fulfilling
their obligations, to the harm of Saint Anthony and the patients it serves.

I11.  The Problems Caused by the State’s Lack of Oversight of MCOs.
37.  The State rapidly expanded Medicaid managed care based on promises of improved

patient outcomes, greater efficiencies, and cost savings. Instead, the haphazardly-planned and

14 See Ill. State Comptroller, supra note 8, at 3.

15 Medical Providers: Provider Notice Issued 10/27/2017, ILL. DEP’T OF HEALTHCARE &
FAMILY SERvVS. (Oct. 26, 2017),
https://www.illinois.gov/hfs/MedicalProviders/notices/Pages/prn171027b.aspx.

16 Healthchoice Illinois Enrollments-January 2020, ILL. DEP’T OF HEALTHCARE & FAMILY
SERVS. (Feb. 5, 2020),
https://www.illinois.gov/hfs/SiteCollectionDocuments/202001MCOEnrollmentReportforWebsite

-pdf.
1 Welcome to HealthChoice Illinois: Medicaid managed care, ILL. DEP’T OF HEALTHCARE

& FAMILY SERVS., https://www.illinois.gov/hfs/MedicalProviders/cc/Pages/defaultnew.aspx (last
visited Mar. 23, 2020).
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poorly-executed expansion created an ineffective and inefficient system that allows MCOs to
operate without sufficient State oversight and negatively impacts access to health care by
underserved and needy patients.

38.  The dysfunction of the State’s expanded Medicaid managed care system has been
apparent from the start. After the announcement of the planned consolidation of the MCOs in
2017, a number of hospital and related providers complained that the existing MCOs were
improperly denying claims. The Illinois House of Representatives adopted a resolution directing
the Auditor General to conduct an audit of the State’s managed care program. In January 2018,
the Auditor General released an audit in which he concluded that HFS “did not maintain the
complete and accurate information needed to adequately monitor $7.11 billion in payments made
to and by the 12 MCOs during FY16.”*® The Auditor General found that HFS could not provide
complete data regarding how often beneficiaries received medical care, which services healthcare
providers were paid for, average payout ratios, or MCO claim denial rates.!® He also found that
HFS made multiple monthly duplicate payments to MCOs for the same months for the same
individuals.?

39.  The lllinois Comptroller later stated that this audit, and another conducted in March

2018, “revealed inadequate oversight of MCOs by HFS.”?!

18 State of Illinois, Office of the Auditor General, Performance Audit of Medicaid Managed
Care Organizations, AUDITOR.ILL.GOV (Jan. 2018) (“Audit”),
https://www.auditor.illinois.gov/Audit-Reports/Performance-Special-Multi/Performance-
Audits/2018 Releases/18-Medicaid-MCOs-Perf-Full.pdf.

19 Id. atv.
20 Id. at iii.
2 See Ill. State Comptroller, supra note 8, at 8.
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40. In its FY 2018 Annual Report, issued April 1, 2019, HFS admitted that “the
previous administration did not adequately develop some components of the [Medicaid managed
care] program,” and that it was working to “eliminate unnecessary payment delays and create more
transparency in the program.”?2

41. In response to these failings, and in an attempt to implement the oversight
procedures required by federal law, Illinois law requires that HFS publish on its website at least
quarterly an “MCO Performance Metrics Report” describing “each MCO’s operational
performance, including, but not limited to . . . claims payment, including timeliness and accuracy
[and] provider disputes.” 305 ILCS 5/5-30.1(g-6). In addition, HFS is separately required to
publish on its website every six months *“an analysis of MCO claims processing and payment
performance . . ., which identifies the percentage of claims adjudicated within 30, 60, 90, and over
90 days, and the dollar amounts associated with those claims.” 305 ILCS 5/5-30.1(g-7).

42. HFS has not complied with these reporting requirements. HFS last published an
MCO Performance Metrics Report for the fourth quarter of 2017. That report did not contain
information on claims activity, stating: “Data Currently Under Review by the Department.”?® HFS
has published no MCO Performance Metrics Reports for any quarter in 2018 or 2019. HFS
published its first and only ““analysis’ on managed care organization (MCQO) claims processing

and payment performance” on November 1, 2018, analyzing data from the first quarter of 2018.

22 Theresa Eagleson, FY 2018 Annual Report, Medical Assistance Program, ILL. DEP’T OF
HEALTHCARE & FAMILY SERvVS. (April 1, 2019),
https://www.illinois.gov/hfs/SiteCollectionDocuments/2018 AnnualReport. pdf.

23 ICP MCO Performance Metrics SFY 2017 Q4, ILL. DEP’T OF HEALTHCARE & FAMILY
SERVS., https://www.illinois.gov/hfs/SiteCollectionDocuments/1stOctlCPIDHFSDashboards.pdf
(last visited Mar. 23, 2020).
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The analysis shows that in the first quarter of 2018, only 76.57% of claims were adjudicated by
MCOs within 30 days, and fewer than 90% of claims were adjudicated within 90 days.?* HFS
published no analyses in 2019.

43.  The lack of oversight and effective management of MCOs by HFS has created
massive and serious challenges for hospitals such as Saint Anthony, including initial claim denial
rates that are unjustifiably high, long payment delays, and administrative burdens that require
substantial resources and clinical staff time to meet myriad authorization requirements imposed by
the MCOs.

44.  Claim denials. Since the overhaul of the State’s Medicaid managed care program,
Saint Anthony’s claims have been denied by the MCOs at rates that are multiples of those Saint
Anthony experienced in the past.

45. In the absence of data from HFS or MCOs, the Illinois Hospital Association
(“IHA”) has conducted a quarterly MCO Administrative Survey, the results of which demonstrate
an initial average denial rate of 26% for claims submitted to MCOs by a representative sample of
member hospitals in 2018,% which is well above the single-digit rates for private insurance or non-
Medicaid claims.

46. For Saint Anthony, the current rate of denials by the MCOs is four times greater

than under the previous system.

24 Final Report — hospital payments — to HFS, ILL. DEP’T OF HEALTHCARE & FAMILY
SERVS. (Nov. 1, 2018),
https://www.illinois.gov/hfs/SiteCollectionDocuments/Finalreporthospitalpayments.pdf.

25 Memorandum: IHA’s Medicaid Managed Care Legislation & Advocacy Strategy, THE ILL.
HEALTH & Hosp. Ass’N  (Feb. 15, 2019), https://www.team-iha.org/files/non-
gated/advocacy/medicaidmco-legislationadvocacy-strategy.aspx?ext=.pdf.
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47.  Often claims are denied because of administrative paperwork delays by the MCOs,
including the MCOs’ own failure to update their rosters when a new provider is added, or technical
“gotchas” that should have no bearing on the approval of a claim. For example, Illinicare MCO
denied $92,000 in charges submitted by Saint Anthony because the patient label was placed on a
State-mandated consent form for the procedure instead of the patient’s name being handwritten on
the form. Meridian/Harmony MCO recently denied a pediatric charge from Saint Anthony
because the claim did not include the birth weight, which was irrelevant to the service provided.

48.  The high denial rate by MCOs means that Saint Anthony is not paid for a substantial
amount of services it provides, or it must embark on a time-consuming, resource-intensive, often
futile appeals process.

49, HFS is well-aware of the unjustifiably high claims denial rate by the MCOs. As
the Illinois Comptroller acknowledged in a May 2019 report, medical providers like Saint Anthony
have informed HFS that MCOs are slow to pay and are denying claims at higher rates than were
being denied previously. The Comptroller’s report was unable to confirm denial rates, however,
because it does not have access to the necessary data.?® This is the same data HFS is required to,
but does not, regularly collect and publish.

50. Delays in payment. Even when Saint Anthony has successfully navigated the
unduly complicated process of having a claim approved for payment, it faces another hurdle in
getting paid. Despite requirements in both federal and state law mandating timely payment of
claims, HFS allows MCOs to regularly fail to comply with those obligations, as discussed below

in paragraphs 72-73.

%6 See Ill. State Comptroller, supra note 8, at 9.
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51.  The MCOs regularly delay making payments for claims even after the MCO
determines that the claim is valid and owed. Recently, CountyCare, the MCO owned and run by
Cook County, had about $350 million in unpaid adjudicated claims, including over $1.1 million
owed to Saint Anthony.?” County officials have blamed each other and the State for the delays in
payment.?® Regardless of the cause, Saint Anthony has to wait anywhere from 90 days to 2 years
to be paid by MCOs, all while still timely making payroll and struggling to pay its vendors.
Indeed, Saint Anthony has not always been able to timely pay vendors, as a recently filed collection
lawsuit against it alleges. See Medline Industries, Inc., v. Saint Anthony Hospital, No. 2020 L
001948 (Cir. Ct. Cook County) (seeking recovery of more than $900,000 for medical equipment).

52. Increased administrative burden. Each MCO in the State’s managed care system
has had different policies and procedures, creating a labyrinth for the hospitals to navigate to
attempt to get paid for the services they have provided. Coupled with the HFS-sanctioned run-
around given by the MCOs to hospitals related to claims processing and payment, the State’s
managed care system has imposed significant administrative burdens on Saint Anthony.

53.  Acknowledging the unnecessary burdens this system has placed on hospitals, HFS
claims to be working with the MCOs on developing standardized procedures and *“billing

guidelines” “so[] that payments are made on time and appropriately.”?® As of the end of 2019—

27 Stephanie Goldberg, Feds look in county Medicaid payment backlog, CRAIN’S CHICAGO
BuUsSINESs (Mar. 13, 2020), https://www.chicagobusiness.com/health-care/feds-look-county-
medicaid-payment-backlog.

28 ld.

29 Medicaid Advisory Committee Meeting Minutes, ILL. DEP’T OF HEALTHCARE & FAMILY
SERVS. (Nov. 2, 2018),
https://www.illinois.gov/hfs/SiteCollectionDocuments/November22018MACMeeting

Minutes.pdf.
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nearly two years after the roll-out of the revamped managed care program—the “Comprehensive
Billing Guide” is still not complete.°

54. Meanwhile, Saint Anthony is facing unjustified denials, unwarranted delays in
payments that violate Medicaid rules, and increased costs to try to navigate this broken system.
Saint Anthony and other hospitals that serve low-income patients have had to divert resources that
would otherwise be used for patient care to pay consultants and hire employees to deal with
payments (or lack thereof) from the MCOs and to focus on potentially cutting needed services as
a direct result of reimbursement issues.

55. Lack of transparency. As detailed above, despite a number of laws aimed at
shedding light on the practices and profits of MCOs, there is a dearth of data from HFS or the
MCOs regarding their performance and whether they comply with federal and state law.

56. More importantly for Saint Anthony’s bottom-line, HFS has also permitted MCOs
to operate without transparency in their dealings with providers, which has prevented Saint
Anthony and other hospitals from determining whether the MCOs, when they actually do make
payments, are paying the providers what they are due.

57.  The payments the MCOs make to Saint Anthony and other providers have several
components, including the base rate for a particular service and certain “add-ons” and “adjustors”
under programs including the Hospital Assessment Program. E.g., 305 ILCS 5/14-12. However,
the MCOs do not provide itemized claims data showing a breakdown of how it calculated the total
amount of payment for a claim, leaving Saint Anthony to guess at whether it has received the full

amount due to it.

30 Medical Providers: Provider Notice Issued 11/07/2019, ILL. DEP’T OF HEALTHCARE &
FAMILY SERvS. (Nov. 7, 2019),
https://www.illinois.gov/hfs/MedicalProviders/notices/Pages/prn191107b.aspx.
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58.  Additionally, the State has increasingly funneled certain “access” payments that it
paid directly to hospitals through the MCOs. The purpose of the “access” payments has been to
assist, for example, safety net hospitals that have special and greater needs than other hospitals
with a more diverse patient population. Historically, the “access” payments have been paid in
lump sums by the State on a monthly basis throughout the year.

59. Federal regulations have in recent years placed limitations on how providers can be
paid “access” payments. In 2019, CMS informed HFS that it must be compliant with CMS’s
regulations for 2018 and going forward related to access payments. To comply, HFS purportedly
retroactively modified how it makes these payments. It is now in the process of phasing out the
lump-sum payments and shifting to an entirely claims-based payment system administered by the
MCOs.% HFS is “committed to a process where the [new payment process] will continue to equal
as closely as possible the total amount of [access payments] hospitals have been receiving
monthly.”3? However, HFS has failed to provide the required transparency from the MCOs to
show that promise is being fulfilled.®®* Saint Anthony estimates that it has been underpaid a total
of $9.75 million related to past access payments.

60. Last month, HFS shifted the payment of certain “access” payments to flow, in

theory, directly from MCOs to the hospitals.®* However, even after delaying the date for the roll-

31 Medical Providers: Provider Notice Issued 01/30/2020, ILL. DEP’T OF HEALTHCARE &
FAMILY SERvVS. (Jan. 30, 2020),
https://www.illinois.gov/hfs/MedicalProviders/notices/Pages/prn200130a.aspx.

32 ld.

3 Stephanie Goldberg, Why a multibillion-dollar funding program is dividing hospitals,
CRAIN’S CHICAGO BUSINESS (Mar. 6, 2020), https://www.chicagobusiness.com/health-care/why-
multibillion-dollar-funding-program-dividing-hospitals.

34 Medical Providers: Provider Notice Issued 2/13/2020, ILL. DEP’T OF HEALTHCARE &
FAMILY SERVS. (Feb. 13, 2020),
https://www.illinois.gov/hfs/MedicalProviders/notices/Pages/prn200213a.aspx
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out,® some of the MCOs were not equipped to issue the payments, resulting in delays in paying
Saint Anthony. Until last month, Saint Anthony received the access payments by the 12th business
day of each month. As of the 20th business day of last month, Saint Anthony had not been paid
by four of the six MCOs, resulting in a shortfall of $1.2 million and Saint Anthony being short on
payroll.

61.  The guesswork created by the MCOs lack of transparency makes it impossible to
know if Saint Anthony has been paid properly. What is known, however, is the bottom line: Saint
Anthony is being paid much less than before the Medicaid managed care expansion under the prior
administration.

62. Indeed, it appears that some payments by MCOs to Saint Anthony are based on
nothing more than Saint Anthony’s vigorous and persistent complaints. For example, one MCO,
NextLevel, finally paid in 2019 100% of the 2017 claims that it had disputed to Saint Anthony.

63. Unless they pull the numbers out of a hat, MCOs should know how they calculate
each payment and what components add up to the total amount. Yet they reportedly do not know
that information, and, regardless, certainly do not share it with Saint Anthony and, on information
and belief, other providers. Despite complaints from Saint Anthony and other hospitals, HFS has
failed to require MCOs to provide this basic level of information, responsiveness and explanation
for its payments, adjustments and failures to make payment.

64. Saint Anthony has repeatedly tried to resolve disputes with the MCOs, but its
attempts have been met with delays, unreasonable requests for additional information, and a

general lack of responsiveness. After months of haggling and innumerable hours wasted by Saint

% ld.
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Anthony staff, the MCOs often simply offer to settle disputed claims at a substantial discount with
no explanation for the number offered.

65. Given the lack of oversight from HFS, the actions by MCQOs are not surprising.
MCOs increase net income by not paying claims. HFS has given MCOs carte blanche to delay
and deny claims and payments, with zero transparency as to what is ultimately paid. Some of the
MCOs have used that to improve their bottom line. MCOs receive the funds HFS provides, but
do not promptly and fully pay those funds to the providers. The difference presumably increases
their bottom line.

66. MCOs are cash cows. Recently, one MCO, Molina, announced that it would buy
another, NextLevel Health, for $50 million.®® Cook County—which owns the MCO
CountyCare—reportedly has been using CountyCare’s Medicaid money to pay other Cook County
bills, resulting in massive payment delays to providers. Recent reports state that “CountyCare has
become the main money-maker for Cook County government. Cook County’s health system
budget makes up nearly half of the county’s overall $6 billion budget.”®” HFS has done nothing
to address this obvious conflict of interest between Cook County government and the MCO it owns
that is supposed to be paying providers like Saint Anthony.

67.  There are clear winners and losers in Illinois® MCO system: the MCOs win,

providers lose, and once providers reduce care or shut down, Medicaid recipients will lose, too.

36 Crain’s Staff, Molina to buy NextLevel Health, CRAIN’S CHICAGO BUSINESS (Jan. 6, 2020),
https://www.chicagobusiness.com/health-care/molina-buy-nextlevel-health.

87 Kristen Schorsch, Six Takeaways From Cook County Health's Response To The Inspector
General, WBEZ Chicago (Sept. 6, 2019),
https://www.npr.org/local/309/2019/09/06/757998141/six-takeaways-from-cook-county-health-
s-response-to-the-inspector-general.
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68.  The problem will get worse as the “access” payments that historically have
provided some stability and clarity in hospital Medicaid revenue will increasingly be administered
by the MCOs that fail to itemize the payments they make to hospitals (when they make them).
That shift in payment mechanism is a policy choice made by CMS that should, in theory, be more
equitable. But in Illinois, where MCOs fail to pay claims timely and properly, and HFS allows
them to do so, this transition of access payments results in billions of dollars being diverted from
providers and shifted to the payment system that many MCOs are abusing. The first phase of this
transformation shifted $571 million from lump-sum access payments to MCO-controlled
payments. This amount represented over 25% of the net program funds. The next phase is to be
implemented July 1, 2020 and will shift an additional $909 million thereby in total funneling
almost 75% of funds that once went directly to the providers now through the MCOs.

69. State leaders have acknowledged these problems. As Illlinois State Senator
Kimberly Lightford has said: “We have a broken managed care program in Illinois” resulting in
“pillions of dollars . . . shifted from patient care to these for-profit companies.”*

IV.  The State’s Lack of Oversight Over MCOs Imperils Saint Anthony.

70.  The State’s failure to provide the required oversight of MCOs has placed
unsustainable financial pressure on Saint Anthony since the expansion and overhaul of the
Medicaid managed care system. Now, in the face of the COVID-19 pandemic, Saint Anthony’s
finances are approaching a crisis point.

71.  As stated above, prior to the expansion and overhaul of the MCO system, Saint

Anthony had over 72 days of cash on hand (over $20 million); today is has less than two days of

38 Lisa Schencker, Illinois hospitals say they’re not getting paid, question state’s outsourcing
of Medicaid, CHICAGO TRIBUNE (Mar. 11, 2019), https://www.chicagotribune.com/business/ct-
biz-hospital-medicaid-payments-20190305-story.html.
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cash on hand (less than $500,000). Taking into account the loans and grants Saint Anthony
received in 2019, as well as a significant increase in payables, the actual cash on hand is
significantly less. As of the filing of this Complaint, the downward trend is continuing in 2020.
From 2015 to 2019, Saint Anthony’s net revenue per patient has dropped over 20%. Through
February 2020, the State, through the MCOs, currently owes Saint Anthony almost $20 million in
Medicaid payments, including “access” payments administered by the MCOs.*

72. In 2019, the six MCOs that Saint Anthony submitted claims to on a monthly basis
regularly violated the Prompt Payment Requirement.*® Applying a very conservative definition
of “clean claim,” the MCOs paid on average only 59% of the indisputably clean claims submitted
to them by Saint Anthony within 30 days.** The 90-day monthly average was 92%. Some of the
MCOs performed far worse: Meridian had an average monthly rate of only 39.9% of claims paid
within 30 days, with some months with no claims that were submitted by Saint Anthony paid
within 30 days; CountyCare had an average monthly rate of 46.6% of payments made within 30
days, with the rate as low as 1% of claims submitted by Saint Anthony paid within 30 days one
month.

73.  The MCO performance is worse than these conservative numbers indicate. The
payment statistics stated in the preceding paragraph exclude many clean claims that should have
been paid in compliance with the Prompt Payment Requirement, but were not. For example, the

payment statistics in the preceding paragraph do not include claims for which the MCOs requested

39 Given the transparency issued discussed above, this amount likely excludes amounts
otherwise due and payable either at the claim level or as part of the access payments.

40 Harmony was exiting the market during this period and as such was excluded from this
analysis.

41 A clean claim is generally one that can be processed without the need to obtain additional
information from the provider or a third party.
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additional information, even though MCOs often requested additional information as a delay
tactic; such claims were “clean” under the Medicaid definition of not requiring additional
information to be entitled to payment. Also excluded are other clean claims: those that were “lost”
by the MCOs and those for which the MCO paid the wrong amount initially. When all of the true
“clean” claims are included, the MCOs’ actual failure to comply with the Prompt Payment
Requirement is significantly worse than the data described in the preceding paragraph.

74. Saint Anthony’s financial troubles are also caused by the State’s systemic failure
to properly process applications for Medicaid and make payments it owes Saint Anthony under
the State’s medical assistance programs. Federal law requires states to ensure that applications for
Medicaid eligibility are promptly processed so that all available medical benefits are furnished
with reasonable promptness. See 42 U.S.C. § 1396a(a)(8) (“A State plan for medical assistance
must . . . provide that all individuals wishing to make application for medical assistance under the
plan shall have opportunity to do so, and that such assistance shall be furnished with reasonable
promptness to all eligible individuals.”); see also 42 U.S.C. § 1396a(a)(10)(A) (“A State plan for
medical assistance must . . . provide—for making medical assistance available, including at least
the care and services listed in paragraphs (1) through (5), (17), (21), (28) and (29) of [42 U.S.C. §
1396d(a)]” to all eligible individuals). Yet the State has acknowledged “major Medicaid backlogs”
and “delays of the Medicaid application and renewal processes[.]”#? The Secretary of the Illinois
Department of Healthcare and Family Services admitted that “[t]hese problems built up through a

lack of resources and prioritization[.]”*® Illinois has stated that it is working to resolve this

42 State Agencies Prepare Aggressive Hiring Effort to Resolve Medicaid Backlog,

ILLINOIS.GOV (July 1, 2019), https://www2.illinois.gov/IISNews/20281-
BacklogHiring.PressRelease.7.1.2019.pdf.
43 Id.
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problem, but Saint Anthony currently has outstanding applications and outstanding claims for
payment directly from the State valued at approximately $3.5 million.

75. In March 2020, one of Saint Anthony’s largest medical suppliers filed suit against
Saint Anthony seeking payment of nearly $900,000 owed from Saint Anthony. As of last month,
Saint Anthony was owed well more than that from one MCO (CountyCare) alone, on claims that
the MCO had already determined were valid and owed. The MCO was simply not paying. As a
result, Saint Anthony struggles to meet its bills.

76. Saint Anthony is not the only hospital to have been financially strained by the
State’s dysfunctional Medicaid managed care program. Just recently, on March 13, 2020, Pipeline
Health, which owns Louis A. Weiss Hospital and West Suburban Medical Center, laid off 52
workers, citing the State’s “failure to pay hospitals serving large volumes of Medicaid patients on
a timely and adequate basis[.]”**

77. Illinois, like the rest of the world, is in the midst of the COVID-19 pandemic. Saint
Anthony has been proactive to serve its patients, temporarily converting non-1CU floors to create
additional ICU beds. Saint Anthony has substantially increased purchases of ventilators and other
necessary supplies and equipment. Saint Anthony estimates that increased costs and lost revenue
for March through May of this year due to COVID-19 preparedness could be over $10 million,
including lost inpatient activity and pressure from the State and the Centers for Disease Control
and Prevention to largely suspend or cancel outpatient and clinic services, which has further

reduced Saint Anthony’s ability to generate provider reimbursement requests at the time when

44 Abdel Jimenez, Louis A. Weiss Memorial Hospital and West Suburban Center lay off 52
workers, citing lack of state Medicaid funding, CHICAGO TRIBUNE (Mar. 13, 2020),
https://www.chicagotribune.com/business/ct-biz-weiss-west-suburban-hospital-layoffs-
20200313-7iy3avome5qyzd6f43sw25yk2i-story.html.
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funds are needed more than ever. At the same time Saint Anthony is not being paid what it is owed
from MCOs, the State’s temporary facilities at McCormick Place are poaching Saint Anthony’s
nursing staff with above-market rates.

78.  The possibility of something like the COVID-19 crisis is why it was important for
Saint Anthony to have maintained more than 72 days of operating cash on hand in the period prior
to the MCO overhaul. As of the date of this complaint, Saint Anthony’s cash on hand is for less
than 2 days. Its operating cash reserve is gone because HFS has allowed MCOs to flout Medicaid’s
payment requirements, in violation of federal law. Saint Anthony has no other recourse than this
Court.

COUNT I

Declaratory and Injunctive Relief under 42 U.S.C. § 1983 for violation of
42 U.S.C. 88 1396a(a)(37), 1396u-2(f), and 1396b(m)(2)(A)(xii)

79. Plaintiffs restate and incorporate the allegations in Paragraphs 1 through 78 as if
fully set forth herein.

80.  The State, through HFS, has an obligation to hospitals and other providers to ensure
their Medicaid claims are timely paid by Illinois® MCOs. HFS has breached that obligation.

81.  The federal Medicaid statute requires HFS to “ensure” 90% of claims are paid
within 30 days and 99% are paid within 90 days. 42 U.S.C. § 1396a(a)(37). This requirement
applies to MCOs. 42 U.S.C. § 1396u-2(f). A State “shall” not receive Medicaid money unless its
MCOs comply with this requirement. 42 U.S.C. § 1396b(m)(2)(A)(xit).

82.  The MCOs in the State’s managed care program repeatedly and consistently fail to

pay 90% of claims within 30 days and 99% of claims within 90 days.
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83. HFS’s failure to ensure timely payments from MCOs, including its failure to
monitor and remedy its MCOs’ payment performance, violates 42 U.S.C. 88 1396a(a)(37), 1396u-
2(f), and 1396b(m)(2)(A)(xii).

84.  On information and belief, HFS disputes that its actions violate 42 U.S.C.
88 1396a(a)(37), 1396u-2(f), and 1396b(m)(2)(A)(xii).

85. HFS’s actions and inactions alleged in this Complaint have placed at risk the
continued ability of Saint Anthony to provide critical patient services to its patient cohort. Without
timely and immediate payment from the MCOs or HFS for the services it has provided and
continues to provide, Saint Anthony cannot financially sustain itself. That risk is further
heightened by the expanding health crisis from the COVID-19 pandemic.

86.  Absent injunctive relief, Saint Anthony will suffer irreparable injury for which
there is no adequate remedy at law, including, without limitation, the likely reduction of its
operations and inability to fulfill its mission. The public interest strongly supports the entry to
injunctive relief to permit Saint Anthony to continue to serve its safety-net function, especially
during the present public health emergency.

87. Saint Anthony is entitled to the following relief under Count I:

A. A declaratory judgment that HFS has violated 42 U.S.C. 88 1396a(a)(37),
1396u-2(f), and 1396b(m)(2)(A)(xii) by failing to ensure the MCOs in the
State’s Medicaid managed care system meet the timely payment
requirements set forth therein.

B. An injunction requiring HFS to immediately use all available means to
bring itself into compliance with 42 U.S.C. 88 1396a(a)(37) and 1396u-2(f),

including by causing each of its MCOs to: (1) pay at least 90% of all claims
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Saint Anthony submitted to the MCOs more than 30 days prior to the date
of injunction; (2) pay at least 99% of all claims Saint Anthony submitted to
the MCOs more than 90 days prior to the date of injunction; and (3) deem
any claims not paid within 90 days granted and pay such claims
immediately.

C. An injunction requiring HFS to collect monthly reports on MCOs’ payment
of claims and publish those reports on HFS’s website.

D. An injunction requiring HFS to require MCOs to use a standard, transparent
format for all claim payment remittances that identifies core, add-on,
access, partial, and other payments.

E. In the alternative, if HFS is unable, promptly and effectively, to ensure that
MCOs comply with the law and make payments requested in subparagraph
B, an injunction requiring HFS to immediately terminate its MCO contracts,
to retake responsibility for payment of claims, and bring itself into
compliance with 42 U.S.C. 88§ 1396a(a)(37) and 1396u-2(f), including by
deeming granted and paying immediately a sufficient number of
outstanding claims to ensure that the State and/or its MCOs have paid at
least 90% of all claims submitted by Saint Anthony to each terminated
MCO more than 30 days prior to the date of injunction and at least 99% of
all claims submitted by Saint Anthony to each terminated MCO more than

90 days prior to the date of injunction.
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F. To appoint a receiver for HFS to oversee HFS’s compliance with Medicaid
timely payment requirements, including overseeing HFS’s statutory
obligation to create procedures that ensure timely payment.

G. Attorneys’ fees and expenses pursuant to 42 U.S.C. § 1988.

H. Such other relief as the Court deems appropriate.

COUNT I

Declaratory and Injunctive Relief under 42 U.S.C. § 1983 for violation of
42 U.S.C. § 1396a(a)(8)

88. Plaintiffs restate and incorporate the allegations in Paragraphs 1 through 87 as if
fully set forth herein.

89.  The State, through HFS, has an obligation to hospitals and other providers to ensure
their Medicaid claims are timely paid by Illinois® MCOs. HFS has breached that obligation.

90.  The federal Medicaid statute requires HFS to furnish “medical assistance” “with
reasonable promptness.” 42 U.S.C. § 1396a(a)(8). “Medical assistance” includes not only medical
care and services, but also “payment of part or all of the cost of” such care and services. 42 U.S.C.
§ 1396d(a). The Medicaid statute does not define “reasonable promptness” for payments, but
Section 1396a(a)(8) requires HFS to pay claims on the schedule set in 42 C.F.R. § 447.45, see
Doctors Nursing & Rehab. Ctr., LLC v. Norwood, No. 1:16-cv-9837, 2017 WL 3838031, at *5 &
n.15 (N.D. lll. Sept. 1, 2017), which is the implementing regulation for Section 1396a(a)(37). 42
C.F.R. § 447.45 requires 90% of clean claims to be paid within 30 days and 99% of clean claims
to be paid within 90 days.

91.  The MCOs in the State’s managed care program repeatedly and consistently fail to

pay 90% of claims within 30 days and 99% of claims within 90 days.
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92. HFS’s failure to ensure timely payments from MCOs, including its failure to
monitor and remedy its MCOs’ payment performance, violates 42 U.S.C. 8 1396a(a)(8).

93.  On information and belief, HFS disputes that its actions violate 42 U.S.C.
§ 1396a(a)(8).

94. HFS’s actions and inactions alleged in this Complaint have placed at risk the
continued ability of Saint Anthony to provide critical patient services to its patient cohort. Without
timely and immediate payment from the MCOs or HFS for the services it has provided and
continues to provide, Saint Anthony cannot financially sustain itself. That risk is further
heightened by the expanding health crisis from the COVID-19 pandemic.

95.  Absent injunctive relief, Saint Anthony will suffer irreparable injury for which
there is no adequate remedy at law, including, without limitation, the likely reduction of its
operations and inability to fulfill its mission. The public interest strongly supports the entry to
injunctive relief to permit Saint Anthony to continue to serve its safety-net function, especially
during the present public health emergency.

96. Saint Anthony is entitled to the following relief under Count II:

A. A declaratory judgment that HFS has violated 42 U.S.C. § 1396a(a)(8) by
failing to ensure the MCOs in the State’s Medicaid managed care system
furnish “medical assistance,” including payment for medical care and
services, with “reasonable promptness.”

B. An injunction requiring HFS to immediately use all available means to
bring itself into compliance with 42 U.S.C. 8 1396a(a)(8), including by
including by causing each of its MCOs to: (1) pay at least 90% of all claims

Saint Anthony submitted to the MCOs more than 30 days prior to the date
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of injunction; (2) pay at least 99% of all claims Saint Anthony submitted to
the MCOs more than 90 days prior to the date of injunction; and (3) deem
any claims not paid within 90 days granted and pay such claims
immediately.

C. An injunction requiring HFS to collect monthly reports on MCOs’ payment
of claims and publish those reports on HFS’s website.

D. An injunction requiring HFS to require MCOs to use a standard, transparent
format for all claim payment remittances that identifies core, add-on,
access, partial, and other payments.

E. In the alternative, if HFS is unable, promptly and effectively, to ensure that
MCOs comply with federal law by making the payments requested in
subparagraph B, an injunction requiring HFS to immediately terminate its
MCO contracts, to retake responsibility for payment of claims, and bring
itself into compliance with 42 U.S.C. § 1396a(a)(30)(A), including by
deeming granted and paying immediately a sufficient number of
outstanding claims to ensure that the State and/or its MCOs have paid at
least 90% of all claims submitted by Saint Anthony to each terminated
MCO more than 30 days prior to the date of injunction and at least 99% of
all claims submitted by Saint Anthony to each terminated MCO more than
90 days prior to the date of injunction.

F. To appoint a receiver for HFS to oversee HFS’s compliance with Medicaid

timely payment requirements, including overseeing HFS’s statutory

31



Case: 1:20-cv-02561 Document #: 1 Filed: 04/27/20 Page 32 of 32 PagelD #:32

obligation to furnish “medical assistance,” including payment for medical
care and services, with “reasonable promptness.”
G. Attorneys’ fees and expenses pursuant to 42 U.S.C. § 1988.

H. Such other relief as the Court deems appropriate.

Dated: April 27, 2020 Respectfully submitted,
SAINT ANTHONY HOSPITAL

By: _ /s/ Michael L. Shakman
One of its attorneys

Michael L. Shakman

Edward W. Feldman

William J. Katt

Mary Eileen C. Wells

Miller Shakman Levine & Feldman LLP
180 North LaSalle Street

Suite 3600

Chicago, IL 60601

(312) 236-3700
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Deloitte audit of county health system finances requested after
scathing IG report

A June report from the county's inspector general quoted hospital officials saying the Cook
County Health & Hospital System was "kicking the can down the road" on growing liabilities.

AD.QUIG O O

Erik Unger

Stroger Hospital

A June report from the county's inspector general quoted hospital officials saying the Cook
County Health & Hospital System was "kicking the can down the road" on growing liabilities.

Cook County Health officials have asked Deloitte to audit its finances after a blistering report
from Inspector General Patrick Blanchard found growing liabilities and a practice of changing
revenue and expense figures between operating units to meet financial goals. Health officials
disagreed with the findings and said Blanchard’s report had “adversely impacted” the health
system’s standing.

“We continue to disagree both with the premise and the conclusion,” of Blanchard’s report,
CCHHS CEO Dr. Jay Shannon told commissioners at a hearing Thursday. “The finances of
Cook County Health are stable. In fact, last year, our net position improved to a positive
$25M. This could not happen if we had $701M in unpaid bills.”

Though Shannon pledged to “fully respond” to the report in July, a point-by-point rebuttal will
not land until early September. It will come alongside the findings of the Deloitte audit of the
health system’s books and accounting methods, at “significant” cost to the health system.

CCHHS, which has a budget of $2.7 billion, operates Stroger and Provident hospitals as well
as clinics across Cook County. It also runs its own insurance program. CCHHS’ CountyCare,
the biggest Medicaid managed care organization in Cook County, covers roughly 318,000
members. Shannon insisted CountyCare was solvent and helped cover growing costs of
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charity care. CCHHS officials estimate they provide more than half of all charity care in the
county.

‘A REPORT LIKE THIS IS CONCERNING’
“A report like this is concerning,” Cook County Commissioner John Daley said. “It has to be

answered and the independent inspector general has his job to do. I'm not challenging him,
but whenever your answers come back hopefully we will get a copy of them. I'm glad to see
you’ve hired an outside auditor.”

Blanchard’s June report found CountyCare ended the 2018 fiscal year with $701 million in
liabilities and had unpaid healthcare expenses that “are steadily growing and could become
too large to pay without an extraordinary contribution from another funding source in the
future.”

Commissioners angered by the 1G’s June report did get some written responses to their
questions Thursday, and seemed assuaged.

“I have confidence in this leadership team,” Evanston Commissioner Larry Suffredin said.

As of June, CCHHS owed roughly $300 million in unpaid bills, and had $200 million in
expected future liabilities. It had $287 million owed from the state, cash on hand and
deposits.

Blanchard also found slow payments had delayed CountyCare members receiving care at
other hospitals. WBEZ reported that the county was behind on its payments to Loretto
Hospital, which would have to begin making cutbacks. On Thursday, Loretto CEO George
Miller said CountyCare, its largest payor, was “current with all payments,” and blamed the
state’s low reimbursement rates for some of its issues.

County officials say their average turnaround time on paying bills is an average of 38 days in
2019 — lower than during the state’s budget impasse, but more than two weeks longer than it
took them to pay in 2016. CCHHS says it prioritizes payments for safety net hospitals, and
estimate 92 percent of those payments are made within 30 days.

Blanchard’s other findings included that some hospitals had refused to serve CountyCare
members due to late payments. The system said it was “not aware” of such claims and had
“the lowest rate of provider complaints to the lllinois Department of HealthCare and Family
Services of any health plan when adjusted for plan size.”
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