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WHAT DO TO WHEN YOU HAVE NO MONEY
Take Advantage of New Federal Funding Offers   
There are new significant federal programs that California could benefit from. 

Medicaid Health Homes 

Section 2703 of the Patient Protection and Affordable Care Act of 2010 (Public Law No: 111-148) authorizes a State option under Medicaid to provide a health home for individuals with chronic conditions.
 This is an option that California should consider closely. Codified into the Social Security Act at Section 1945, section 2703 has created considerable interest because it carries an enhanced federal match of 90% for two years for any health home services provided. A federal match of 90% means that the Federal Medicaid agency will pay 90% of the cost.  

Section 1945(h)(4) defines health home services as 

“(A) In general.—The term “health home services” means comprehensive and timely high-quality services described in subparagraph (B) that are provided by a designated provider, a team of health care professionals operating with such a provider, or a health team.

(B) Services described.—The services described in this subparagraph are—

(i) comprehensive care management;

(ii) care coordination and health promotion;

(iii) comprehensive transitional care, including appropriate follow-up, from inpatient to other settings;

(iv) patient and family support (including authorized representatives);

(v) referral to community and social support services, if relevant; and

(vi) use of health information technology to link services, as feasible and appropriate.”

These services are to be provided to individuals with “chronic conditions.” Such conditions are defined at 1945(h) of the Act as 

“1) Eligible individual with chronic conditions.—
(A) In general.—Subject to subparagraph (B), the term “eligible individual with chronic conditions” means an individual who—

(i) is eligible for medical assistance under the State plan or under a waiver of such plan; and

(ii) has at least—

(I) 2 chronic conditions;

(II) 1 chronic condition and is at risk of having a second chronic condition; or

(III) 1 serious and persistent mental health condition”.

The Act adds, at 1945(h)(2) the following examples of chronic conditions: 

· A mental health condition.

· Substance use disorder.

· Asthma.

· Diabetes.

· Heart disease.

· Being overweight, e.g. by having a Body Mass Index (BMI) over 25.

To become eligible for the enhanced match, the state would have to submit a state plan amendment to the Centers for Medicare and Medicaid Services (CMS). Such amendments became possible on January 1, 2011. On November 16, 2919 CMS issued a State Medicaid Director’s letter that contained extensive implementation advice.
 The process begins by the state submitting a “Letter of Request” which opens the door to discussion with CMS. As of May 11, 2011, eight states had approved “Letters of Request”: Arizona, Arkansas, Mississippi, Nevada, New Jersey, New Mexico, North Carolina, and West Virginia. However, as of May 11, 2011 no states have yet submitted State Plan Amendments. 

The November 16, 2010 guidance indicates that CMS is open to a substantive range of options. Allowable reimbursement methods include tiered capitation rates, case rates, and other types of bundled rates and allowable provider entities that may serve as health homes are physician group practices, community health centers, and community mental health clinics. The guidance also encourages state Medicaid agencies to collaborate with state mental health agencies and with the Substance Abuse and Mental Health Services Administration (SAMHSA), which has awarded grants to 56 health home sites to improve integration of primary and behavioral health services as part of its Primary and Behavioral Health Care Integration (PBHCI) grant program.

Section 1945 represents a significant opportunity to plan and implement coordinated care for persons with chronic conditions including dual eligibles. For example, one opportunity is to control utilization of not only hospital services but also nursing home services through better primary care planning and use of health home services. The health home approach, when used with dual eligibles, potentially encompasses nursing home use and can result in cost savings for Medicaid programs in nursing home expenditures. 
Paying more to Primary Care Doctors

The Affordable Care Act (ACA), as amended by Section 1202 of the Health Care and Education Reconciliation Act, requires that Medicaid reimburse primary care providers (PCPs) at parity with Medicare rates in 2013 and 2014. The Federal Medicaid program will pay 100% of the additional payments required.
 This will mean millions of dollars for California doctors that take care of Medicaid patients.
The challenges are not only to implement this in a timely way, but to develop savings from working with doctors in the form of reduced hospital nursing home or nursing home admissions so that some of these rates can be maintained after 2014.
  
The Medicare Community-Based Care Transitions Program (CCTP)

Section 3026 of the 2010 Affordable Health Care Act created the Medicare Community-Based Care Transitions Program (CCTP). This is a five-year program that began April 12, 2011.   The goals of the CCTP are to improve transitions of beneficiaries from the inpatient hospital setting to other care settings, to improve quality of care, to reduce readmissions for high risk beneficiaries, and to document measureable savings to the Medicare program.
 The intent of the Act is that selected hospitals with high readmission rates will team up with “community-based organizations” to improve care transitions. 
Unfortunately only a small number of hospitals can participate in the CCTP program.
 
CMS has also provided data showing which hospitals have high readmission rates. The data for California show that 24 hospitals qualify for participation in the CCTP program.

	O'Connor Hospital
	San Jose
	Santa Clara

	Washington Hospital
	Fremont
	Alameda

	Alameda Hospital
	Alameda
	Alameda

	Garden Grove Hospital & Medical Center
	Garden Grove 
	Orange

	Desert Regional Medical Center
	Palm Springs  
	Riverside

	Arrowhead Regional Medical Center
	Colton
	San Bernardino

	Marshall Medical Center (1-Rh)
	Placerville     
	El Dorado

	Barstow Community Hospital
	Barstow
	San Bernardino

	Pioneers Memorial Healthcare District
	Brawley
	Imperial

	Lac/Harbor-UCLA Med Center
	Torrance
	Orange

	Palo Verde Hospital
	Blythe
	Riverside

	Kaiser Foundation Hospital - 
	Sacramento   
	Sacramento

	West Anaheim Medical Center
	Anaheim
	Orange

	West Hills Hospital & Medical Center
	West Hills
	Los Angeles

	Sutter Delta Medical Center
	Antioch
	Contra Costa

	Memorial  Medical Center
	Modesto
	Stanislaus

	Lakewood Regional Medical Center
	Lakewood   
	Los Angeles

	Henry Mayo Newhall Memorial Hospital
	Valencia
	Los Angeles

	Southwest Healthcare System
	Wildomar    
	Riverside

	Mission Community Hospital - Panorama
	Panorama City
	Los Angeles

	Garfield Medical Center
	Monterey Park 
	Los Angeles

	Chapman Medical Center
	Orange
	Orange

	Brotman Medical Center
	Culver City    
	Los Angeles

	Sherman Oaks Hospital
	Sherman Oaks 
	Los Angeles


“Community based organizations are defined”  as “(B) An appropriate community-based organization that provides care transition services under this section across a continuum of care through arrangements with …hospitals … and whose governing body includes sufficient representation of multiple health care stakeholders (including consumers).”

To the extent that any of these hospitals are involved with a community based organization, then the Agency has the option of raising participation in the CCTP program with the hospital. While the Federal Medicare program hopes this program will save money for Medicare, there is the possibility that a strengthening of discharge planning will strengthen the Agency’s objectives of reducing unnecessary emergency room visits by nursing facility residents, and of decreasing hospital readmissions within 30 days of discharge. 

While hospitals that apply to be the primary applicant are limited to being hospitals with high readmission rates, there does not seem to be a similar limit on the applications of community-based organizations. A community-based organization that is the primary applicant can work with any hospital and is not limited to working with the hospitals on the high readmission hospital file. Any community-based organization that currently performs care transition services could thus apply for federal funds available under the CCTP program. This is an interesting funding opportunity for the Community Choice Projects and other Agency programs that are currently working with community based organizations.

Federal funding for changes to Medicaid data processing systems 
The Centers for Medicare and Medicaid Services (CMS) published a final rule on April 19, 2011 confirming that 90 percent Medicaid Federal financial participation (FFP) will be available for design, development, and installation or enhancement of eligibility determination systems integrated with Medicaid Management Information Systems and health insurance benefits exchanges under the Affordable Care Act (ACA). 
The 90 percent FFP for eligibility determination systems will be available through December 31, 2015. The final rule also provides 75 percent FFP for on-going maintenance and operations of CMS approved eligibility systems. All enhanced FFP is subject to CMS approval of an Advance Planning Document (APD) and a Medicaid Information Technology Architecture (MITA) roadmap. 
The APDs are cumbersome and bureaucratic to apply for. However, the state should be preparing such an application. The money is only available for a limited time and state’s health care reform effort will need corresponding changes in data processing systems. Such an APD could conceivably cover the long-term care database talked about earlier if the database presentation was structured to emphasize eligibility and reimbursement reform. In my opinion, the state should issue an RFP to get a contractor working on an APD if it has not already done so.
Expand nursing home transition work 
Expanding nursing home transition work is a significant way for states to reduce their long-term living expenditures. Transition is the practice of sending persons into nursing homes, identifying residents who want to leave, and then helping them secure alternative housing and services outside of the nursing home. States also do transition work out of other settings such Intermediate Care Facilities for the Mentally Retarded (ICFs/MR), but the focus of these comments is on nursing homes. Transition is a very cost effective practice. 
A. Texas    As of May 2011Texas has helped approximately 24,000 persons leave nursing homes, an average of 2,400 persons a year since the Texas transition program started in September 2001. Projected annual nursing home costs in Texas in 2010-2011 are approximately $45,000. 
 Cost on the community side are capped so they will not exceed nursing home costs and taking all state costs into account, costs on the community side are approximately 70% to 80 % of nursing home costs. Texas has two-thirds the population that California has, 24.8 million persons compared to 37 million in California. Scaled to California, Texas’ 2400 persons would be about 3,600 per year in California.
B. New Jersey   For the last three years New Jersey’s transition program has helped 500 persons a year leave nursing homes. By hiring additional staff, New Jersey plans to increase this to 650 persons in FY 2012. New Jersey has 8.7 million persons in it. Scaled to California’s 37 million persons, New Jersey’s 500 persons would be approximately 2,800 in California.

C. Pennsylvania   Pennsylvania is a model for what California can do.  Like California, it  is a large state with considerable geographical and cultural diversity.  Pennsylvania is where to go when you want to see a state that has done it right.  For the last three and a half years, Pennsylvania’s transition program has helped approximately 1,600 persons a year leave nursing homes. Pennsylvania has 12.6 million persons. Scaled to California, Pennsylvania’s 1,600 persons would be 4,600 persons per year in California.

In 2010 Pennsylvania staff reported that

· their savings exceed over $200 million dollars in nursing home expenditures

· PA saves an average of $119 per day per transition ($43,000 per year) for individuals that receive HCBS following the transition

· Their transition population mirrors the general nursing home population as far as acuity

· Roughly 1/3 of all transitions do not require state funded services following their transition

Since 2006, the Department of Aging’s Nursing Home Transition Program has helped more than 6,300 nursing home residents return to their homes or communities. The number of bed days that Pennsylvania nursing homes have billed for Medical Assistance payments has declined by more than 600,000 per year since 2002.  

D. Michigan In its 2009 budget documents Michigan reported that “$509.4 million ($172.8 million general fund) is invested in community-based long term care services. The budget continues to move the elderly and disabled from nursing homes to home care. This successful initiative has saved $65 million since 2008.” 
  
Other states have also reported savings. Nevada’s FOCIS program, the state’s nursing home transition program, is also very cost effective.
California currently participates in a federal program called Money Follows the Person. On the one hand federal policy has been exceptionally generous in funding the program providing 100% of administrative costs and a 75% enhanced match for a year of services after a person leaves the institution. On the other hand, in my opinion, the federal regulatory environment has placed key restrictions on the program such as administrative burden and restrictions on where persons can be moved to after they transition from the nursing home. 

How much money might California save it expanded its nursing home transition program? 

One way of estimating this is to look at the Medicaid occupancy of states that, in the speaker’s opinion, have effective transition programs. The table below shows the Medicaid occupancy of each state and the average Medicaid occupancy.

	States that have effective Nursing Home Transition Programs
	Total Occupancy March 2011
	Medicaid Occupancy March 2011

	Michigan
	85.0%
	62.7%

	New Jersey
	89.6%
	62.8%

	Nevada
	80.0%
	57.6%

	Oregon
	66.7%
	61.0%

	Pennsylvania
	91.0%
	62.2%

	Texas
	71.5%
	63.1%

	Washington
	82.9%
	59.9%

	Wisconsin
	84.6%
	59.8%

	Average
	81.41%
	61.14%


California’s Medicaid occupancy in March 2011 was 66.6% about 5.5% higher than these states.  For comparison, the next table shows three states, which in the speaker’s opinion, do not have effective nursing home transition programs.  
	States that do not have effective Nursing Home Transition Programs
	Total Occupancy March 2011
	Medicaid Occupancy March 2011

	Alabama
	86.1%
	68.1%

	Mississippi
	88.8%
	74.5%

	West Virginia
	88.5%
	72.2%

	Average
	87.80%
	71.60%


A reduction in Medicaid occupancy from 66.6% to 61.14% is a drop of about 8%. Just to be conservative let us consider a drop of 5%. Let us assume a Medi-Cal expenditure of about $4 billion on nursing homes assuming no cuts to the nursing home budget. A reduction of 5% would be a reduction of $200 million total funds or $100 million state funds. 
In my opinion, states should substantially expand their nursing home transition program work outside of their MFP programs. You can use the same administrate structure. Nursing home transition work is still a Medicaid activity and its administration is eligible for a 50% match and Medicaid persons who leave nursing homes are still eligible for placement in other Medicaid programs. 
The bottom line is that California leadership should be planning nursing home transition programs that help thousands of persons a year not hundreds. Like Pennsylvania, it will be cost effective for the state to fund substantially expanded transition staff in Independent Living Centers, Area Agencies on Aging, ADRCs, counties, and non-profits.
Improve Revenue Maximization Efforts
The state would also benefit by having another Master Services Agreement for Revenue Maximization as it did in 2003-2008. Revenue maximization over the years has morphed and now consists of two activities: first, increasing business efficiency for example, through better cost allocation, Medicare Part D recoveries, third party liability, and maximizing cost sharing and co-pays by Medicaid beneficiaries, and secondly, using classic federal maximization procedures that states can still legally use such as provider taxes and upper payment limits.
My impression is that, compared with other states, California has not vigorously pursued federal maximization efforts during the last 5-7 years. Both the 2004 revenue maximization study by The California Endowment and the report that Bob Mollica and I did in 2009 suggested an increased use of provider fees.
 While California has used provider taxes with some providers, the report expressed the opinion that their use should be substantially expanded to include all long-term living providers. 

Improving management Control will save money
The state has smart, hard working people working for it. Unfortunately, they are not supported by a management infrastructure. Staffs lack essential tools to manage programs well. The state badly needs a long-term living database in which uniform assessment and cost data are captured on each person receiving long-term care in a state program. Right now the state staff cannot compare the impairments and costs of persons across programs. They cannot describe the monthly flow of persons in and out of programs they have data difficulties attempting to make significant policy decisions, and cannot standardize reimbursement policies across programs. 

For example, a new federal initiative called the Community First Choice Option provides an increased federal match of six percent above the usual federal program match. But it is not clear what the costs and benefits of the program are because it is hard to say how many persons on the IHSS program and other programs are eligible for nursing home placement and would be eligible for enrollment in this new federal opportunity. 

Another example, are the budgetary cuts in the Multi-Purpose Senior Services Program (MSSP) and the Adult Day Health Care (ADHC) program. Both of these programs have been proposed for elimination and/or substantial cuts. However, the state is unable to tell what the impairment characteristics are of the persons losing services and apparently has no factual foundation to describe what other services they will substitute or what happens to the persons after they have no services. Thus the state understandably has its proposals vetoed by the federal Medicaid agency and the courts. 

The abilities of states to make program cuts will be increasingly circumscribed by Federal actions. Concerned by the significant cutbacks to Medicaid programs in the last two years, CMS announced on Aril 29, 2011 its concern by issuing proposed regulations that require states to prove that the rates paid providers are sufficient to meet federal standards in the Social Security Act at section 1902(a)(30)(A).
 The failure to meet these standards was cited by CMS in its November 2010 denial of California’s request to change its state plan language around ADHC.

An example of an alternative way of cutting long-term living programs is the policy used by Oregon which emphasizes understanding the impairment levels of persons receiving services and, if you have to make cuts, taking the least impaired persons out of service. The bottom line here is that the state can fix some substantive management difficulties when it builds a database of the impairment and cost characteristics of persons using its long-term living programs, manages them as one large program, and standardizes reimbursement across the multiplicity of programs.   
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