




EXECUTIVE SUMMARY 
 
 
The Health Budget Trailer Bill of 2008 (Assembly Bill (AB) 1183) formalized the 
stakeholder feedback process regarding the rate-setting methodology established under 
AB 1629 (Chapter 875, statutes of 2004) by establishing a workgroup comprised of 18 
interested stakeholders representing consumers/advocates, skilled nursing facility labor, 
and skilled nursing facilities, together with representatives from the Department of 
Health Care Services (DHCS), the California Department of Public Health (CDPH), the 
Office of Statewide Health Planning and Development, and the Office of the State Long-
Term Care Ombudsman.  The AB 1629 Workgroup (workgroup) was required to review 
and recommend changes to the AB 1629 rate-setting methodology, which would lead to 
improvements in the quality of care provided at SNFs.  The workgroup met seven times 
from November 2008 through January 2009, and the attached AB 1629 Workgroup 
Summary Report (summary report) contains a complete account of the workgroup 
process. 
 
More than 60 recommendations were submitted by the workgroup members and the 
public.  The enabling legislation for the workgroup did not set parameters regarding the 
number or nature of the recommendations that could be submitted.  However, three 
themes surfaced during the workgroup process as principal discussion items – quality 
and the definition of quality indicators, pay-for-performance (P4P), and data collection 
and reporting. The workgroup discussions and the various recommendations highlight 
an overarching need to have a more patient centered care approach that would help 
providers improve care for their patients, improve clinical decision making, improve care 
transitions, care coordination and continuity of care. Despite common ground on the 
goal to improve care quality and the measurement of quality, participants maintained 
different perspectives with regard to the specific recommendations, as well as how best 
to implement change in the area.  Reaching consensus on specific measures or 
recommendations was difficult and was unresolved by the conclusion of the workgroup.  
 
The summary report contains all recommendations submitted by the workgroup and the 
public, as well as supporting information offered by recommenders and a voting record 
for each recommendation.  Below are several of the recommendations with a brief 
discussion as to why the implementation of each is or is not feasible. 
 

• Immediate implementation of staffing ratio regulations required by Health 
and Safety Code Section 1276.65 to translate the current standard of 3.2 
hours per patient day into specific minimum ratios for licensed nurses and 
CNAs; raise the minimum 3.2 standard to 3.5 hours per patient day, as 
outlined in AB 1075, and map out how to progress toward the 4.1 minimum 
standard recommended by the National Citizen’s Coalition for Nursing 
Home Reform (NCCNHR) and many researchers and advocates; and 
implement the staffing ratios without waiting for a specific state 
appropriation for that purpose. 
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While increasing the staff-to-patient ratios could promote a higher quality of care, 
increasing the ratios would also have a large annual fiscal impact, and likely also 
result in increases in the per-diem rates charged to private-pay patients.  
Increasing the minimum staffing ratios may not have the intended result of 
increasing the quality of care, due to the current shortage of nurses. 
Regarding the immediate implementation of the staffing ratio regulations required 
by Health and Safety Code Section 1276.65, these regulations can not become 
operational until an appropriation is provided in accordance with the statute. 

• Require operators to increase caregiver wages and benefits annually by at 
least the percentage rate of increase. 
This recommendation is highly problematic for several reasons.  If implemented, 
this recommendation would require additional annual increases to the rates well 
beyond what is determined under the current rate-setting methodology, since 
caregiver wages and benefits are the largest component of facility spending.  In 
addition, confirmation of the rate increases would be necessary, which would 
require additional audit staffing.  For those providers who did provide the wage 
increase, a retroactive adjustment of their rates would be necessary, which would 
also be costly from an administrative standpoint.    

• The state should do more to enable community living by establishing 
statewide nursing home transition programs: strengthening requirements 
for discharge planning and hospital-to-home transitional care services; 
expanding our current home and community-based services (HCBS) waiver 
slots to provide more choices to individuals; and expanding the number of 
the state’s existing Aging and Disability Resource Centers to provide 
statewide coverage so that every Californian has easy access to 
information, counseling and program linkage on aging and long-term care 
support options. 
This recommendation could be accomplished through enhanced partnerships  (1) 
between the State and stakeholders and (2) among local community 
stakeholders/partners.  Many stakeholders are active in two existing projects – 
California Community Transitions and California Community Choices – both of 
which seek to build long-term services and supports infrastructures at the local 
level.  In order to accomplish this objective, both projects, which are limited in 
scope, depend on a high degree of coordination among local community service 
partners, as well as nursing facilities, the California Health and Human Services 
Agency and various State departments.  Also, the Nursing Facility/Acute Hospital 
waiver is expanded annually per Senate Bill 643 (Chesbro, Statutes of 2005, 
Chapter 551), and the Developmentally Disabled waiver increases the number of 
enrollees annually as well.  While the recommendation basically relies on entities 
and vehicles outside a skilled nursing facility for implementation, nursing facilities 
play a key role in the success of transition efforts.  In October 2010, CMS will 
implement the Minimum Data Set 3.0, including the question in Section Q: "Do 
you want to speak to someone about returning to living in the community?” This 
question will prompt nursing facilities to work with community partners to facilitate 
transitions to community settings.  This recommendation is consistent with the 
need to prepare for Section Q implementation.   
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• Develop a uniform data collection system and a reliable reimbursement 

mechanism to obtain nursing home resident, family and staff satisfaction 
measures.  Add satisfaction levels and satisfaction improvement rates as 
publicly reported measures in California. 
Measuring resident, family, and staff satisfaction on a uniform basis is a 
worthwhile and a good indicator of quality (or a lack thereof).  While funding is 
not currently available to pay for the State to develop a uniform data collection 
system, DHCS is actively evaluating the use of existing systems, such as the 
federal Minimum Data Set and 5-Star Facility Rating System for such purposes.  
DHCS is supportive of adding satisfaction levels and satisfaction improvement 
rates as publicly reported measures in California.   

• Reimburse liability insurance costs as an administrative cost in the 
administrative cost center, where it would be subject to the 50th percentile 
cap. 
While this recommendation does not have a direct correlation with improving the 
quality of care, lowering reimbursements for liability insurance would provide 
facilities with an incentive to undertake efforts to increase facility safety and make 
improvements in other areas that would result in the filing of fewer claims.  The 
recommendation could also provide an incentive for self-insured facilities to 
further control the costs of their self-insurance programs.  The savings that would 
result from implementing the recommendation could be used to provide quality 
improvement enhancements to the rate-setting methodology. 

• Consider expansion of the pass-through cost component to incentivize 
further improvement in resident care and worker safety while also 
encouraging investment in health information technology. 
Incentivizing investment in health information technology aligns with both federal 
and state goals to improve care quality and efficiency and reduce costs through 
the use of health information technology.  If this recommendation were 
implemented, quality measures should be developed and implemented 
concurrently so that the impacts on quality could be assessed and providers 
reimbursed appropriately.  Although a redistribution of spending might occur 
among facilities that increased spending for pass-through items that would be 
covered under the recommendation, the benefits of increased health information 
technology utilization from a health care quality and patient experience 
perspective could outweigh the costs of a spending redistribution. 

• The system should build in a rate incentive for facilities to create quality of 
care committees that bring together workers and managers to address 
staffing and quality care issues. 
This recommendation may duplicate existing committees that facilities have 
organized for addressing quality and staffing issues.  (Such types of committees 
are already required by state and federal regulations.)  This recommendation 
may also not be feasible from the standpoint of the oversight and monitoring that 
would be necessary to ensure that rate enhancements were only provided in 
those cases where the existence of the committees were resulting in tangible 
improvements in the quality of care and a proper vetting of staffing issues.  A 
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more effective approach for enhancing facility quality and increasing staffing 
retention levels is to provide incentives on a system-wide basis using uniform 
quality measures. 

• The state’s website should include more information about facility citations 
and deficiencies, including copies of the citations themselves.  In addition, 
the ratesetting methodology will work best when it is balanced with an 
appropriate enforcement scheme.  Penalty amounts have not been 
increased in eight years. The penalty for “AA,” “A” and “B” citations 
should all be increased. 
The CDPH website can be modified to include additional information about 
facility citations, beginning with the posting of the AA citations.  The posting of 
this additional information could provide for increased consumer awareness and 
empower consumers and their families to make more informed decisions about 
selecting long-term care facilities.  A more effective alternative to increasing the 
penalty amounts for “AA,” “A” and “B” citations would be to incorporate into the 
rate-setting methodology incentives based on performance outcomes and 
practices tied to uniform quality measures. 
    

 
The recommendations illustrate substantial agreement among diverse stakeholder 
groups on broad issue areas that should be addressed, as well as the significant 
differences in stakeholders’ beliefs about the appropriate strategies for addressing 
these issues.  This dichotomy may arise from differences in stakeholders’ definitions of 
quality, views on how to report quality, and favored strategies to incentivize quality 
improvement, as highlighted on pages six and seven of the summary report.  These 
differences characterized the workgroup’s discussion of implementing a P4P system 
within AB 1629.  While the debate on P4P was tabled early in the workgroup process, 
P4P supporters felt that several recommendations were, in fact, based on the principles 
of P4P though they were submitted by P4P opponents.  Workgroup members 
acknowledged that differing definitions contributed to this problem. 
 
While significant differences remain in stakeholders’ beliefs about the appropriate 
strategies for addressing the issue of quality, DHCS believes that the fundamental 
approach to improving quality of care and health outcomes of nursing facility residents 
is to develop payment mechanisms that reward individual facilities for providing high 
quality care.  The AB 1629 reimbursement system can be adapted to tie reimbursement 
to high performance in terms of SNF staffing, resident outcomes, resident and staff 
experience, community transitions, and other important quality measures.  DHCS 
believes it can use existing quality measures, collected by the Centers for Medicare and 
Medicaid Services, to immediately implement P4P into AB 1629-affected facility rates.  
However, these quality measures alone are insufficient and will need to be 
supplemented in years to come with additional measures of care quality and improving 
patient (and staff) experience. The goal will be to work with stakeholders to develop an 
array of quality measures that is more expansive and reliable to ensure that the AB 
1629 payment system is identifying all factors that lead to providing high quality care.  
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The development of these measures will also allow consumers and family members to 
have more reliable information to help them make informed health care choices.   
 
DHCS thanks the members of the AB 1629 Workgroup for their active participation, 
especially in light of the short timeframe they had to review and understand the nuances 
of the reimbursement system and develop substantive recommendations for its 
improvement.  Despite differences in perspectives and recommendations, all workgroup 
members demonstrated a strong commitment to high quality care for SNF residents.  
DHCS also thanks the California HealthCare Foundation for the funding that supported 
the workgroup process and Monique Parrish, DrPh, MPH, LCSW, for her able 
facilitation of the workgroup and development of the summary report. 
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