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3 | - >CHAIRMAN bELLA TORRE: So our flrst panel 1s i
4 Stan Rosenstein, the Deputy Dlrector for Medlcal Care §
5 SerVioes at.DHS‘ The toplc is cost containment and' %
| 6 | avallablllty of services in. DHS. | 1 _ | g‘
| 'fl,' ~ MR. ROSENSTEIN: Good mornlng Mr. Chairman and' %.
‘? -members_of staff. Good ‘seeing you agaln | %
s ' CHATRMAN DE LA TORRE: Good ‘morning. ,%
. MR, 'ROSENSTElN - Stan. Rosensteln, I'm the. %

11 'Deputy Dlrector of Health Serv1ces of the Medl Cal”

21 _prov1ded you with a few charts that I11l walk you

2 program. With me is Diana Dukay, who is the Deputy %
13 v'Dlrector of our audlts 1nvest1gatlons division. And §
'14 Awhen we talk: about the fraud issues,’ Dlana will takeA ,gf
15 ¢those over ‘for us. | ' | ' ?
:15“: N fl It's a pleasure to come here today and talk _ é
17 about Med1 -Cal and what we've done on cost contalnment %/
18 Obv1ously we're preparlng the Governor's budget now, andlg
dl9 we don't have 1nformatlon yet on what we propose on the %'
20 © . Governor's budget | o ,g
12 - This is a good- opportunlty to look back and %
,ég vtalk about what have we done over the last four or flve g,
23 years 1n terms of Medi-Cal cost . contalnment j ive A é

i

25 through, because I think 1t's 1mportant.to start wrth

5
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what is the context in which Medi-Cal operates. . = |
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healthcare coverage,.because we do what other folks are ,éfi
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'much.smaller than 1f_yon look,at any other cost- of

Page 4 |

And Medi-Cal, like all~Medicaid'programs in the ;

' natlon prov1des healthcare . coverage where other

‘programs really ‘stop. We provide it for low 1ncome

!
%
-
quallfylng people who. generally can't get the coverage “§ .
: , } B
anywhere else. | |
3
' For example, a large portlon of Medl Cal g
expendltures 'go to people on Medlcare - We cover the
thlngs for people on Medlcare that Medlcare doesn't

cover We provide coverage for people who have

- healthcare condltlons where they can't buy prlvate

'1nsurance on the prlvate market And we prov1de

healthcare coverage for~people who aren't employed or

they have a job where there is no employer coverage TSo’§

we're asked to. do some of the hardest thlngs in

‘ unable to do

‘We are. subject to 1tems that are outs1de of the :

‘control of the Medl Cal program “Some things we can
| control some-thlngs we ‘can't. But wejare snbject to
,changes in - employer based coverage, changeS”to the

hﬂeconomy,,and healthcare 1nflatlon h As eVerybody knows,“n

healthcare 1nflatlon is g01ng up very exten51vely

I would note the Medi-Cal cost of growth is
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‘growth of healthcare coverage.for like'private
o employers, even the state- employees healthcare system
- Medi-Cal has been able to contain costs at a much better

level than -- well, any Medlcald program or - other

healthcare coverage.

. When you look at the other factors that affect
. Medi-Cal a blg factor that effects us. ig the lack of
nursing homecare coverage, elther on the prlvate market
or in Medicare.< We pay --. 85 percent of our nur51ng
'»homecare'patients_are on Medlcar_eT
.'providing coverage Where'Medicare'does not. |
' We also serve multlple roles. We serve as 3 --
obv1ously a major coverage for people to get healthcare
We also serve as a major source of federal funds for the
safety-net of California, hospitals, clinics . We are a
‘major source of federal funds for the Department of
Developmental Serv1ces, the.reglonal.centers, the major
source of funds for the county mental health programs,
and a.major'source of'funding-for the counties in the
public healthvprograms, inleverythingVfrom_publiC'

guardianSLto adult probation. ' So we serve multiple‘

roles.

wanted to show you,.you know, where do we spend our

money. I think it's very interestlng to see the areas

DL S S 2 A T R

A e T T

_ Agaln, we're

If I could ask you to turn to the ple chart I
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18 pat 8 percent," they would be real proudxof being at

'?9 | 8 percent. o | |

20 o My staff at ADS and. the things we do comparable
|2 .to a health plan are at 2 percent - So we're at about
22 6 percent below in overhead of what a health plan is:

23 i - . We do spend qulte a blt of money on intake to
24 benef1c1ar1es for county admlnlstratlon, enrollment in
'25}a'healthcare plans,'whlch ls_a cost that we bear that, you
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| _ Page 6
1" that we spend money. And you'll note that the big

2 expenditures are .really nursing.homesh hospitals and

-3 Medicare. If you look at Medicare, we pay -- if you
. combine theAnew.clawback payment and the Medicare Part A
5 and B buy- 1n, we're spendlng over $2 billion a year to
h6 the federal. government to support the Medlcare program.

7 That's out of about $13 bllllOn That's about 13

&8 percent of our budget goes to supportlng Medlcare
2 . IIf you look at, for example, just physician
10 uservices,vwevonly spend $520‘million‘aIYear So it
11 - shows you where the money goes in the Medi-Cal.
12 | l - .I'd also p01nt out, . in terms. of Medl Cal A
13 ‘adminiStration,‘if you look at the act1v1t1es that we do
14 for -- the admlnlstratlon of the Medi-Cal program is
15 comparable to a health plan | Our admlnlstratlve
16 hoverhead is about a ‘little less than 2.percent;'-If you

17 were talking'to.prObably'any,HMO and,they said, "I was

R T P N R B R B T B B B A B 3 e g b S el KO o
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know, a healthcare plan doesn't bear.. But we are pretty |

efficient, in terms of administration, as compared to

the private industry.

Medi-Cal is a vital program. I want to talk

about the caseload for a second. We now serve

6.7 million in California. One out

of every six people’

And 1f you look at the chart I provided on

caseload, you can see that we had a

very large growth

with the expansions in simplification of Medi-Cal, and

:
i
]
3
H
é
|
3
{
i
é
| |
in California are on the Medi- Cal program now. !
%
3
3
3
%
;
i
B

we continue -- our eligibility continues to grow, not at

the same rate.

What is notable is that the growth rate, it

gets kind of lost in this process, is among people who

are on SSI, the disabled population.

grow very extensively in Medi-Cal.

That continues‘to

And that's notable,

because they are hlgh cost individuals.

Also T wanted to show you the growth of the

fund costs has grown by 73 percent,

over $5 billion. If |

you look at the chart, we tried to show you the changes.

s

|

%

é

%

N
program between 1998 and '99 to today. Medi-Cal general §
|
But you can see that, vou know, since 2001, '02 to g
current day we've gore up by about $3 billion just in |
: i

that time frame. And you can see that the slope is'

still upward. We're estimating we run about 8 percent
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: growth rate of about 8 1/2 percent over the next ten 1
5
|

¢
the LAO thinks it's a smaller growth rate. 2nd, you %
f

‘the budget -~ ‘Medi- Cal is the second to 1argest item -
largest. And we're 15lpercent‘of the general fund now

vto 21 percent

Page 8 -
growth,_between caseload and inflation, in the Medi-Cal

program in annuaily;

' that was done by the California Public Policy Institute.

.
I wanted to talk a little bit about the study. g
!

- They did an 1ndependent study,. and I know there's a

little b1t of controversy about 1t but they estlmated a §

years. .That's pretty comparable to what we see. I knowf

rknow, we could debate the growth rate, but kind of the

|
-- I thlnk some ‘of the flndlngs are st111 slgnlflcant %
elther way But they did say, you know, our general ;
fund, $13 bllllon, would grow to $19.7 bllllon general g
fund in 2010, -and $29 1 bllllon in 2015. ‘é

Most notably, we would grow from 15 percent of
general fund in the budget . Educatlon K-12 1is thel
in the budget, and theyfprojected by.2015 we could grow

Lastly, and most 1mportantly I think in what

they found is that -- and thlS is not news, but it's

care in Medi- Cal per person varies very dramatlcally

We spend about $800 a year on a Chlld And- for somebody ;

z
%
H
:
|
1mportant for people tolrecognlze, 1s that the cost of d§
:
|
%
K
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who's 20 to 30 years old we spend about double that

,about s1, 600 For the average 85- year old who is

typlcally covered by Medlcare,-we spend over $10,000 of.

expendltures And what we're seelng is. an aglng

:

|

%

5

:

i

.

i

populatlon, which means Medl Cal will be more expens1ve %

§

Also notable 1s,that,the most: |

_— » IR ' ' : - : L

2 percent of our enrollees, just 2 percent of the people f

- : : , A : :

in the program, account for 40 percent of our fee for %

service expenditures S0 wefre spending~almost- you‘ :

know, 40 percent of our- budget on -a . very small set of
_our populatlon And the bottom 75 of the enrollees

account for less than 6 percent of our costs So there

1s a very dramatlc dlfference

'We looked at why are the most expensive people
. so. expens1ve And the bottom'line, what we:discovered E
is they re expens1ve because they have ‘high- cost medlcal
needs-that they need. They are people who are at the
end of life. They are people who have had a major

medical encounter, a transplant, a trauma in a car .

accident, or some other major trauma.

nursing homesﬁl'They're hemophiliacs.

 people who are very sick and have very highFCOSt
serv1ces, Wthh makes it very challenglng in terms- of

managing costs, because these are people who are 111 and

need the: serv1ces

| Theyfre-people in
‘And these’are_f

expensive
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‘ _ Page‘lu é
1 | . We also know that about 40. percent of our %
L?*. expendltures for dlsabled populatlon go to people who ‘ '2
3 are mentally 1ll, who have comorbltltles that are ‘g
4 | healthcaredrelated so they re -- you know,“ln addltlon §
.5 .to mental 1llness, they re e1ther asthmatlc or dlabetlc; él
G}V'And what we do see in that populatlon is whlle thelr I
7 ‘mental 1llness is being. treated . many of them do not ' gg
8 'have primary care doctors treatlng thelr other chronic -v%'
.9 healthcare condltlons | | ?
o - Word is, as you requested ‘to talk about the - gf‘
11 . 'budget reductlons that have occurred over the last four g
ftfizy years I should p01nt out that these budget reductlons fgt
13 ”were really a: comblnatlon of changes that were made fé
e -under Governor Dav1s and under Governor Schwarzenegger Ag_
'-15, ‘So when you look at a four year picture, we'’ re-crossing g-
ylo16 . over two.admlnlstratlonsr And these are 1temlzed in the,é
17 charts that'are attached And I was g01ng to try to ,§
18 attach them in’ more global areas and not go through - gjf
|12 every one in detall- and I certalnly‘can_lf yould 11ke_d :
20 to. | : ' | - P | g
|22 Ll '} "En And ellglblllty, Wthh is a major factor, ?
22°  again, we've added 1. 7 mllllon people to the Medl Cal %
?3 - program.’ There has been a strong empha51s, in the g
?4‘V~budget cuts that have gone over for the last four years'él
25 in Medl Cal, to malntaln ellglblllty | %

SARNOFF COURT REPORTERS AND LEGAL TECHNOLOGIES
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T ; If you look at the llSt of changes,.there was é
2 only one of them on there that actually rolled back an %

3 'eligibility category, and that was a small | g,

| ¢+  2,000-person, state ‘only program for tranS1tional “g

ATSI ‘Medi—Cal that was,reduced I think in 2003,“and that was"g'
6 lthe onlyireduction So of the 1.7 million people- §

7 Egrowth the only eligibility reduction was small, over ’g
.8'-,2 000 people ‘ | %
E We did 1mplement some changes to improve how -- §'
'?0 on how eligibillty was determined ‘In 2003 we imposed %
11 what's called a midyear status report -Medi-Cal'had %

22 gone from very. complicated guarterly. status reporting to g.
T3 B annual reporting in order to help contaln'costs. The'i %
14 1egislature enacted, and we implemented in:August of j%
15_»42003 a new midyear status report where parents submit %
16 - their report and it's a‘very simplified report §
17 t_ - . We! ve also 1mplemented a couple changes in _ §
1?' ~county process1ng that are on- the eligibility list to g
19 -vmake sure that the counties were timely: process1ng bothv'%
20 'redeterminations and new applicatlons, and to make sure ‘
21, the Los Angeles County was prOperly telling us when o §
2? people were disenrolled from the program. A 2
23 - , We had a computer glitch that actually had . %
544 about 160,000_people who were ineliglble still showing~ §
25 eligible, andiwepfiXed'that.~'And just to make sure %
-~

SARNOFF COURT REPORTERS AND LEGAL TECHNOLOGIES
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that, you know, the systems are working

*eligible'people eligible and getting in

off the program.
And that is the extent of the
changes that we've made.
. CHATRMAN DE LA TORRE: Stan, i
1nterrupt You keep saying 1.7 million.

gave us w1th the Medl Cal average month

shows an increase of.only about-SO0,000.

5.9 to 6.7. |
MR;»ROSENSTEIN:V Yeah, I was g
I started at an‘earlier:base year.
~ CHAIRMAN DE LA TORRE: -Okay.
.‘MR, ROSENSTEIN:IIThat's.the di

. chart doesn't go back to '99. I starte

CHAIRMAN DE LA TORRE: Okay
MR. ROSENSTEIN. ThlS chart on

to --
' CHAIRMAN DE LA TORRE:"TO '01,
| MR. ROSENSTEIN: Right. And when we ended the
implementation --- or when federal Medic

reform came in, and that was actually i

kind of the benchmark where Medi-Cal be

- from Cal—Works,_or AFCC at that time.

people on Medi-Cal. So that's the base

B T Y= R e O e o T P T L Y Y e R e e

Page 12
, making the
eligible people
ellglblllty

The chart you B

|

i

3

|

; B
f I can -
%

§

ly eligibles %
:

" 8o it's from |
iving 1 point --
b

. :
fference. That %
d at '98, '99. |
i

§

ly goes back ;
102,

aid welfare

n 1998, it was

S O S Ty S A R S X T R A 2

came unlinked
We had 5 million

yvear that we
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1 typically go back to, and that's 5 million to 6.7. %
2 The federal Medicaid reform really dramatically %
3 changed Medicaid in general, and in California, the %
4  Medi-Cal program. | %
5 ' CHAIRMAN DE LA TORRE: Okay. Thank you. %
6 Continue. %
7 MR. ROSENSTEIN: The next area I was going to %:
8 talk about was pharmaceutlcals, prescrlptlon drugs. %
2 This is an area of great interest to everybody. I'm g
0 proud to say that'Calierniavactually‘leads the nation %
11 in cost containment in this area. We have a very good %
12 formulary. We provide people with eVéry drug that's FDA %
13 ~approved.  Some With prior authorization, SOme without. |

14 People can get the drugs in the Medi-Cal program that
15 they need. |

,i

:

:

16 . We do use our market influence very extensively %

. o ' §

17 to get additional rebates from drug manufacturers. We i

18 get about ten times the rebates of any other state, and §

| . ;
12 it's about -- it nets us about $600 million a year in g'

20 rebates. That's all going to change with Medicare g

; : : : ]

21 . Part D, because 55 . percent of our program goes away. E

22 But we so far believe we'll continue to be successful. |

23 We do what is called therapy category reviews, :

. :

24 ‘where we take a category of drugs, and we have ;

. p , ' :

25 manufacturers compete against each other to stay on our |

SARNOFF COURT REPORTERS AND LEGAL TECHNOLOGIES
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9 major fraud program there that we've. now shut down

o ' o We have 1ed the nation in trylng to -- in

1 worklng w1th the attorney general on: thlS, and we want
'12, to give ‘them a lot of credit on thlS, in trying to

13 . reform what has been a fraudulent practlce of reportlng
14 “drug prlces, what's-called AWP, average wholesale prlce,
15 or also known as "aln't what's paid," has been the

16 - prices that we' ve paid in the past,

7  And California, two years ago,'went forward and
18 .became the first state in the natlon to move away from
12 that prlclng structure. -That 1is now what Congress is

20 looklng at doing natlonally, and we're Very supportive §

|21 of that.

AUDIO TRANSCRIPTION 11/16/05
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1 list of contract drugs. JAnd we ' re very successful in

2 getting a good price, and actually very successful in
3 keeping most of the drugs in the fOrmulary, so that most
K drugs are still available without prior authorization of

5 Medi-Cal- ‘
6 i 'Weihave implemented new limitations on some of
7 ' the misused drugs, Serisun being the biggest example,

8 which”was misused and sold to bOdybuilderS' ‘We had a

22 We believe two things: 5One,:we'0ught to pay
23 .'honest}prices.to:pharmaoies for honestly reporting, and
24 _then we ought to pay the pharma01sts their value in

25 dlspen51ng.; So part of what we dld was we ralsed our

T R e D O e S T T e T S B = X T eV T
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L dispensing fee. % '
2 We have taken actlon to control the misuse of g,
3 _medlcal supply 1tems ThlS is somewhat controvers1al %
4 because for some people that made 1t a llttle harder for é-
5  them to.get these drugs -- or get these -products, ,é
~6._ because'it reqﬁired.prior authOrizationr ; h%
7. : <h"_ But ‘what we were'seeing was some‘providerS' é
= would juSt'ShiP'large“volumeS.of these‘products.to “'?-
9 'people whether they needed it or not, and we were just |
U . spending a lot of money to stack up products‘inr | %_
'-;r"',someone S garage And SO ‘we put some ﬁtiliéation1 ,§
2 controls_on, SO that people could still get the %g
|1 products, but we wanted to make sure it was medically | %
14 necessary. | | | | | %4
15 _ We looked at areas where we pay prov1ders too 5
16 high, at least_fromvour perspeotlve.f You- hear an awfullér
|17 1lot, and"yourillhear_an awful lot in.a few minutes, - ol
18 about where we pay providers too low. But there were g
19 areas of Medi—Cal where we thought we paid too high of ~§
20 relmbursement rates AR | | | g'
2 v', - We targeted laboratorles as one of those areas. %
22 We went to paying laboratorles at 80 percent of Medlcare %
23 .”rather than some of the rates that_we were paylng. We g
'24. made'substantial savings, and I might add that we didn't g
25 lose ahy laboratory services in the process, didn'th | g

T B R A L e o St L Sy o A e AR T e R S T P P R e e e

SARNOFF COURT REPORTERS AND LEGAL TECHNOLOGIES
- ' 877.955.3855 '

48e8769é-55dc-40b579ebe-71 18eccd0a9¢



AUDIO TRANSCRIPTION .  ~ -11/16/05-

Page. 16 %
1 }create any access problems. | ' ~§'

2 5’p : We looked at the area of durable medical - ‘%
3 equlpment whlch I'm sure you'll hear qulte a b1t about g

4 .‘later.- And we looked at that‘as be;ng~a.h1gh—fraud. hg_
5 area, and it was also an areahchrOnicled by the‘. Ag
6 '~ Los Angeles Times, that:we'were paying;'you know, g”
| 7‘ﬁ'basica11y.list prices for very expensive-wheelchairs,- %

8 - and 1t partlcularly focused on that | | _?
f9;: ' | So we tried to come up W1th a prlclng mechanism: %7
10 . to make sure that the equrpment was avallable, and yet 'Vé

| at a%more reasonable‘price, We}re still doing work on, g
2 that area. B B Il
'h13 . P | I would p01nt out as'YOu hear”about’theseA g‘
.14f‘vlssues, we - dldn't lower our prlce on wheelchalr repalr g7
| 15 .We are-looklng at whether that neéds to»go'up or not. "g
| 18 But we did not make a reductlon in that area But we fé"
17  >dld make a pretty substantlal reductlon in what we pald g
";s. on DME. 1tems, to get 1t more 1n llne w1th you know "§'
| 19, really what the comm1ss1on market was d01ng | ,1§'
20 _" : | We spent a lot of time on our dental program f§_
-2?h We're one of, I think, srx states in- the natlon that %’
| 22 offer an adult ‘dental program It had been a very _»?;
23 'hlgh cost growth area, and 1t also turned out to be a | %.
24 very hlgh fraud area. | | ' %A
Yj- 25 :d o I don't know 1f you recall or have seen any ofiig
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,really’needed’to be filled,. and they just weren't doing

“with X—rays, you know,'neoessary cavities can be filled.

plproposal we_established'an $1,800'dental cap,vyou'll'

| _ Page 17
the -- like where we were on The Today Show, where
people were being brought in by what they call cappers,.

pald to come in and get Med1 Cal serv1ces,,and then they

A would treat them by nonllcensed professronals and glven

unnecessary serv1ces, sometimes in very, you know,
painful manners.

We couldn't tolerate thlS abuse, and so we

'1mplemented a new requirement, it came out of one of the

special 1eglslat1ve bills, to require x-rays for anybody
whoyhad four or more cavities filled in a year. So that
if somebodyhhad a'high,‘chronio.need,'We’wanted to make

sure that they really were‘fillingf you'know,,teeth that

what the‘—- you know, quick fillings to make,profit on
people ' | |

We would see kids come”through'who had, you

know, no'problems with their teeth, and they would come.

' out~with-ll' 12‘Silver‘spots on their'teeth where

somebody had fllled their teeth to blll the Medi- Cal
program : And that was just 1ntolerab1e The
legislature adopted and we took actlon, ‘and we actually

had a pretty strong reduct;on ;n-payments; 'We think

Last year as part of the Governor's redesign

SARNOFF COURT REPORTERS AND LEGAL TECHNOLOGIES
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‘centers in California who do wonderful work, who keep

'honest perspectlve, thls is a program that needs reform.
_We ve got 81gn1f1cant federal concerns, we have state

concerns. What has happened is we have a moratorlum on. |

allow the good facilities to expand.

‘emphasize this in cost contalnment,.we had a pretty

“believe -- you know, the law~requires,'and_We believe,

| , _ Page l8v§

recall that was adopted. %
Another area‘that we've taken action on, that

we've seen a tremendous growth, is in the adult day

healthcare centers, There are many adult day healthcare ?

people out of nursing homes._ And, you know, God bless
them. Theyiare the greatest thing in the world. There
are also soﬁe people who have taken advantage of this
benefit and have created centers that'don't provide
healthcare benefits, are little less reputable

We spent a lot of time on that issue.  From an |

enrolling-new;prov1ders, 'And we need to get this

program reformed so that we c¢an pass the moratorium and
One of the thlngs that Medi- Cal does, and we

substantial proposal last year, we were in front of you

on it, is try to.get other people to pay the healthcare

costs when they're obligated;' o o
Medi—Cal is the payer of last resort. We pay

only -- we only,pay_after private insurance pays; We

e —r— e em———eeer T —
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1 that the government should only pay when nobody else can %
2 pay. So we do healthcare recoveries, cost avoidance, %
3 and we do a very extensive effort. §
‘¢ \ , So we've made major efforts, supported by the %
5 legislature, to expand those efforts so that we can save %
-6 money, have somebody else pay for the healthcare, and in %
7 effect we recycle that money back in the Medi-Cal | g
8 program, reducing our general fund. | %
S We contract with EDS. EDS is our fiscal agent. %
10 They process a lot of claimg. They see lbtsvof errors. gl
11 We've incentivize them to find these errors and bring it %j
12 to our attention. This year alone EDS is going to save %
13 ug $7.6 million general fund, federal government same §4
14 amount, through their efforts to idenﬁify areas we can, g_
15 you anw, improve the program. | | | %
16 . And lastly, in terms of cost containment, a %
17 very important component from a Medi-Cal pérspective is %
18 better utilizing federal funds. Medicaid has become the %
19 largest source bf federal funds in state government. Soi%
20 we've done an number of things over the last four years g
21 to improve -- in actually the. last couple of years in. §
22 particular, to improve the federal funds we get fof the %
23 Medicaid program. %
24 - We proposed last year, and the legislature é
:

adopted, an SCHIP option to get federal funding for .

e T e e B B B T B B A R N e T R S D T Aot N T LA NG b3 B
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5"( 1. prenatal care in the{Medi—Cal program. - We've %

| 2 implemented, for the firSt time, three provider fees.or %

i 3 taxes to assess on providers that_allow us to use rate %
4 increases. We increased rates'for.ICFDDs.'We inoreased g:

5 rates for AB_629 for nursing facilities, a quarter of a g

6 billion dollars'more money for nursing facilities a %

‘l year. And. we 1ncreased relmbursement for our managed g

} -8 care plans through asse381ng fees that then, under ¢

| 5 Medicaid, are allowed to use those prov1ders fees for j

10 ,-prov1der rate increases and enhance their revenue. ‘ ?

[' 11 '5. We! ve had major efforts with our sister %

12. department, Developmental Servlces,'on expanding their ‘ %

i 13 . waiver, and brought in‘additional money. A year agoUWe g
‘ 114  had the'IHSS Waiver'approVed rthat‘brought~in 3 |

! 15 '_substantlal new federal funds for the Department of %

:? 16 Social Serv1ces through Medicaid. The hospltal waiver, %
L 17 AWhrle.controvers1al, dld_brlng in over $200 million'a' %’

L year of new federal’funds'for the hospitals. | g

i; 19 , ‘Lastly, let me talk about. prov1der rate cuts —-'%
|20 or rate issues, which.-1is the last item on your agenda %
| | 21 - We,have;_based on the legislation that was %

L 22 passed this year, a 5 percent provider rate cut coming %

{; 23 for many provider types It's Stlll -~ the court action %
- 24 is not‘yet resolved, so rlght new we're stayed from %

4
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B 1 ahead, pursuant to the law, to.reduce provider-rates by i
'2l"5 percent, effectlve thlS January 1. _. _ §

I _?} ' As you can see- from your - rev1ew of the data, if %
‘ you look at ‘the sheets that we prov1ded in our charts, d
‘u'?__-ln 2001 we gave a very substantlal rate increase, about %

i 6 a 16 percent That was the first substantlal -- and‘ g

| 7 ‘probably the flrst ‘and only substantlal rate increase %
h} 'aw we've glven since 1985. Typlcallyﬁ if you look year %

' 9 . after year, Medi-Cal provider rates'have»beentfrozen, §

10 with the eiception-of‘nursing homes-and-hospitals."But -é';

M1¥’ for’ phys101ans and other prov1der types, they really. | §
fl?- have seen,gyou know, one- comprehenslve rate 1ncrease in '%‘

'13' '20 years now. - | S AA N o I i ‘g

f] 14 s'»’. The‘other place we were at with our health g
15 splanst ‘We value our health plans, as well as our ]

‘1 _ié r}providers, very heav1ly Our health plans’ have_-— w1th %
| 7 a fewrexception, have had frozen rates for the last four g
| l? - years, and in some cases we've reduced_thelr rates. :Sov §
_:” 19 we haVe, you know,'not been very generoug in our rates' %
__2 20 to either our health plans or prov1ders,'l guess would %
;"!- 21 ’,be perhaps an understatement | | | | %
ELE 22' -"~ - But that‘s been an-area that hlstorlcally, in §
IR ES the last 20 years, the state has sald if we have money, %
?i‘ 2¢ . we want to provide it‘on.coverage, covering more people,g
t{} Z5 rather.thantprovider rate'increases., And you can See i

SARNOFF COURT REPORTERS AND LEGAL TECHNOLOGIES
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,that when we've invested money in_MediéCal; by}and'large
'fwe've invested it in'the*expansion of'the'program;
- Let me. turn thlS over to Diana Dukay, andﬁ

hshe'll talk about our fraud efforts.
(Portlons have been omltted )
- MS. BIGLIERI: © Mr Chair and members, my. name.
.is.Barbara~Blgl1er1, _I'm with the California .
; Association'for Health Services at“Home, and:we're.lnu_
the provider section. But I'muhere,today because we had
a memberlof:a child who receives'Medi—Cal'serVices |
through theehome health benefit and unsettllng as it~

. 1is, she was not able to attend today because her nurse

couldn't make the Shlft

‘Page 22

5

-
So 1t's klnd of a p01gnant statement: that here . |

g

'liShe was golng to oome today to tell you how rmportant 1tj

was that her son receive these services from a home -

‘,keeps her w1th her famlly,.allows her to work not go on f -

:
_ . , ‘ S - é
health agency, and how important it is for a family, it §>
g
5

Medl Cal herself and she couldn't arrlve,.she couldn'tf

come today

‘So we prov1ded the statement

along w1th the mothers. But I thlnk it's espe01ally ~»§
cute and p01gnant that she couldn't come today because .

£
she was stafflng the»case for her son ‘because the nurse :

all of the

‘statements with our prov1der groups w1ll come up later,'

SARNOFF COURT REPORTERS AND LEGAL TECHNOLOGIES
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requires a ventilator to breathe,
sleep, and a feeding pump to eat. Until he Was.two
years old he was in an ICU every day,

cost,

. went

that

only

when

‘have

hours authorlzed per week yet she takes 50 to 80
percent of them because they can't staff

are 1nterested but they don't want to work for the

couldn't make it because the provider rates are
yinsufficient. | | B
But her statement.is compelling,'and she goes §
great detail.about her son. But I'll let you read ?
%

.

'» through it, unless want to 1ndulge me for one more

yvears old and suffers from a rare~brain,conditicn} He

at UCD, to Medi-cal.

And as a resnlt of'August'ZOOO'

up 10 percent they were able to find an agency o
could take h1m And now he's been at home , He S

had- elght days where he had to go back into an ICU i

| And I think that's a_Crltlcal.statement about. §

you can serve someone in the home,

to be served in an ICU,'and_ittwould save mcney.

The'important ncte iS'to know that she gets 112

rates that ‘they are pald

And the last p01nt is that she feels extremely

| SARNOFF COURT REPORTERS AND LEGAL TECHNOLOGIES-

877 955.3855

_Itthink it's.important tc-note_that he's six
a hospital bed to

thatfs an extreme

when the rates

they wouldn't
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1 lucky that she is gets services, even though they're not
2 staffed. She's going on her fifth'night without havlng’
3 a nurse to.take:care of it. And she knows that she
¢  needs to work in order to'get the insurance for the rest
5  of her family, so that they won't go on Medi-Cal.
E o So it's an'important'statement and she wanted
7 ,to be here to say it, but she couldn't. So that's why '
8 we're here. o -
9. CHAIRMAN .DE LA TORRE: I appreclate that.

10 Thank you.

11 ‘ (Portions have been omitted’)
12 | MR HATKENSCHIEL Mx. Chalrman, Joe
13 Hatkenschlel w1th the Home Health A88001atlon A
I | Earller you received a chart that showed the
15 10 percent 1ncrease that home health prov1ders recelved
16 in 2000 and 2001. ThlS is the only increase we have
'¢7‘ received;overithe last decade,_durlng a perlod where CMS
|18 . says home health agency oosts.have increased 42 percent.
BEE | : Today our'representativerwould like to speak to ’
._29 the avallablllty of home health serv1ces from two %
vﬁl dlfferent perspectlves - The perspectlve of a hospital a
| 22 © "discharge planner trying to place a patlent in home

. 23 health, and the perspectlve of the home. health |
24 -admlnlstrator trylng to dellver the serv1ces to the

25 peneficiary.
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1 . MS. PENNY: My name is Kate Penny, and I'm a i
2 régistered nurse} and I'm a bbérd member for Northern %
3 California Case Management Society of America. I'm also %
4 a manager for the case management department at Sutter %
5  General Hospital located in downtown Sacramento. TI've §
6 been working in this position for‘five years with %
7 Sutter, and I have 15 years experieﬁce as a case L
8 manager, both in acute care settings and HMO and g
s -insurance %
10 My RN staff provide dlscharge planning for our ?
33 _Medl Cal hospitalized patients to return back home, with §
12 either home health agency or without, and also into . g
13 ‘nur51ng homes. | %
14 - I and my staff are keenly aware of the dally §
15 routine of discharge planners trying to find a home §

16 health agency who can staff Medi-Cal patients at the

17 current rates. S j _ i
&l
:
i

18 ' _If someone needs homecare and no one would take P

15 ‘that patient, we must keep-thé patient in the hospital.

20 We probably have ten patients, both newborns on , §
21’ ventilators and acute care adults, in our hospital at k %
22 any given time that could be managed at a lower level of %
23 care but are not, because Medi-Cal reimbursement %
24 :prohibits the agencies from acdepting them. %
25 o Let me explain to you how the discharge process §

SARNOFF COURT REPORTERS AND LEGAL TECHNOLOGIES
877.955.3855
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L works in a hOSpital., Once a‘batient'is'determined to be é
-2 ready to be discharged, the physician will request for a %
3 case manager to arrange for a home health agency to | §
s prov1de a skllled care or service to the patient at. %
5 home. "This usually will continue with theytreatmenti %
6 plan started in the hospital The case manager will g
7 contact the home health agency to refer the patlent and %
8  request serv1ce for whatever treatment the phyS1c1an has %
o ordered. %
.10. : The home health agency will decide if they have %
S staff and manage the necessary care. The home health g
12 agency will frequently refuse Medl Cal patlents, statlng §
13 ‘that the current Medi-Cal reimbursement is not %
| sufficient to Offset the cost of taking_care'of'this %
15  patient. . - %
16 | : E MS..LEECH: I'mHBarbaratLeech. T am the %
17 director.of,case-management for Sutter Memorial, Sutter é'
18 General, Sutter Davis Hospitals as part of the Sutter y"§
13 system. I'm also a part of the Case Management.Society -%
20 of Amerlca and a number of. other profess1onal %
ﬁp organlzatlons ‘looking at these issues. %
22 o As the admlnlstrator for these. departments, I é
23 f receive regular briefings from our hospltal home health %
24 agenc1es and dlscharge planners that I superv1se, and - %
25 the 1ssue 1s»always the same. We can't flnd places for g
, . %
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.patlents

~liaisons in our hospital, and they spend their days
.~ calling agency after agency_to try to find resources to

.take care of our patlents ' The'reSult is nsually is.the_

‘acute'care ThlS, .of course,.occuples a bed that could

“dlvers1on 1ssues in our community by the backup of o

: patlents w1th1n our facilities.

. reasons why, however' But 1t's my experlence that the.
'vreason why is because the patlents requlre an extremely'

"hlgh level of care that our agenc1es can't afford. - The-

is a very good example of the klnds of patlents that we

‘health agency says, "I cannot afford to take thls

_ Page 27 [

our Medi- Cal patlents to go to take care of our B I

- our hospltal's afflllated home health agency,

whoiwe interface w1thtregu1arly, have home'health_

same, and that is that the patlent remains in our

hospltal w1th all of the risks and costs 1nvolved in.
be used for more acutely 111 patlents

And I know that the Assembly 1s aware of the ED

Hospltals track data on. why they can't =

discharge patrents., We don‘t always know the spec1f1c

descrlptlon of the six-year-old today on the trach vent

are trylng to place : Insurance doesn't cover the needed

services. And the most frequent case is that the home

patient on."
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The bottom llne is that the patlents could be

managed'by home with 51gnrf1cant home,health agency -

beneflt our . acute care ‘facilities.

Page 28

'ASupport; but.they.can't’takeion our clients because of
. the cost. 4 | _ | | ’A
| I hope that you'll be able to help us and

CHAIRMAN DE LA TORRE Thank you

MS DALTON My name is Mellssa

i
i
3
i
: |
aSS1st in mOV1ng our patlents through the system to. help g
;
%
:
:
'

'.a nurse admlnlstrator for Trinity Care, a llcensed and %
Med1~Cal'cert1f1ed home health-agency ~-My two offlces.
,'prov1de home health skllled nur31ng services to three
countles: Los_Angeles, Orange,'and Ventura County

| i There’are two types - I want to. clarlfy

There S two types of home health agenc1es There»s,

1nterm1ttent VlSltS home health agencies,

ycared nur51ng home health agenc1es

Our home health agency spec1allzes in provldlng f.'

breathe or.a gastrotomy for feedlng

Dalton, and I'

and~shift'

'Shlft cared nurs1ng to chlldren and adults who are

our: benef1c1ar1es part1c1pate in the Home and

Communlty Based Walvers, EPSDT that is authorlzed

through CCs, Department of Health Serv1ces, and- through

our reglonal centers

|

:

]

i

é

:

| .

”dependent on technology,‘whether it's- a ventllator to : E
-

é

%

4

|

;

i

:

|

:

:

;
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" to remain at home,.and the patient or caregiver to work, :
%

]

We do have many nurses that want to come to us, that

‘rate that we . have to pay based on the Medi-Cal

referrals, but then also patientslon'service) who are .
“afraid that we may discharge them based on our inability

gto staff them should the1r nurse leave.

-Vturned'away 6,800 -hours of care. In 2004 we turned away

19 f9;800‘hours of care. And so far, over three months we

21 this is only one'home'health agency that services parts

22 of L.A. and Orange County

- benefit is all across Callfornla. Therefore, the impact

Page 29 |

Our services allow the dependent Chlld or adult %
while the - nurse, typlcally an LVN prov1des the required
skllled nur81ng serv1ces

In llght of the nursing shortage I want to
p01nt out we do have a successful recrultlng program.
want to prov1de the one on-one nurs1ng care 1n the
homecare settlng But when they learn about: the pay

|
relmbursement,vthey walk away. And_lt's.very evident. %

On an ongoing basis we,have families who plead g
with us to take.their cases. And not only current %

i

To glve you a matter of StatlSthS, in 2003 we
will 1ook at~turning.away'14,000'hours~of care. . And -

The Shlft nursing program and the Medl Cal -

is potentially extensive. I was alarmed about the

SARNOFF COURT REPORTERS AND LEGAL TECHNOLOGIES
877 955.3855 '
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f”? 1 potential SVpercent rate cut; as'we.have been,; and
| 2  that's why we fought it. We'reycurrently,struggling
% 3 now, and that would pretty much -close our doors. %
s CHATRMAN DE LA TORRE: Thank you. ﬁ
5. | - MS. TURNER: Mr. Chairman, I'm Sharon Turner. %
¢ I am the nurse admlnlstrator for Slerra Nevada Homecare g
7 Our agency is a certlfled Medlcare, Medi-Cal home health %,
'_sz agency_serv1ng Nevada, Yolc,.Yuba, Sutter, and parts of . %
: s placer County. | | | %
‘{ 10 o | VIJm a registered nurse, and I have'workedv—- %
]1 11 had the privilege'of working in hcme health for the last %
Sl 30 years. This gives me a unique perspectlve in terms. ﬁ

\L 13 of the impact of the stagnant Medi-Cal rates, and both

e

e oy

i
li 14 . on ogr Medl—Oal home health providers as well as on our}'g
1] 1s nurses and cur.patients; lg ‘
?E. 16 . T also-chair our state association, CASA's, %[
ST Med1 Cal committee, and have done that for number of _%l
| |18 years as we work through trying to 1mplement jUSt 'é
.: 19 ‘changes that would maybe make things more efficient forl g
I EL our prov1ders | %
j@} 21  our agency provides care in what is called a %
L 22 part—time intermittent basis. We are prov1d1ng care in %‘
%, 23 the hcme, we make the'visit,'and.then we leave. We are gl
) 24 not in there for-an extended.periods’of time,-such as my é
Lj 25 colleague Melissa is in her part of the home health gh
U‘ SARNOFF COURT REPORTERS AND LEGAL TECHNOLOGIES

877. 955 3855
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"educated and trained to do part of the care when we are

-not:there,’bécause_we are not there 24 hours a day. But

because the care is too acute for an individual to

Page 31
agency.

Typically our patients are transferred from
acute care hospitals, from-skilled nursing facilities,
and from physician's offices, in order to avoid a costly
hospitalization or emergency room visit.

During a visit the family -- as the

professional makes the visit, the family is also

we are teaching them to do their bngoing care and -
monitoring as best we can.

There are daily visits that are often required

learn, and yet we can have them at home and not haVe
them placed in an acute facility.

Home health visits are an appropriate way to
monitor care, to assess if theipatient's condition is
improving or worsening, and to keep the patient, again,
out of a more,restricted, a more costly environment.

If the care or the patient's condition changes,
the nurse is working with their physician, because all
of our care is under a physician, a physidian's'order.
We are working to modify that care and make adjustments -
as we.go. |

The involvement with the M.D. is very,

very
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critical. Because as we heard from our colleague from
‘the medical associatienj the access to the Medi-Cal
prov1der is very, very llmlted | So those visits that a
beneficiary may have to make to ‘a physician can be very,
;very limited. So that 1f we can work Wlth'the
'physician, we can limit and 1mprove the access by having

our. skllled eyes and ears in the home and working. w1th

the patlent

Home health is an excellent form of managed
care. With the nurse overseeing the total plan of care
under the direction of the thsieian[

at being able to monitor what’care'is.beihg rendered and

the approprlateness of that

I wouldn't have been or remalned in home health
'for the last 30 years 1f I hadn't felt really, really
strongly about the beneflt to the patient and to the
‘system as a whole.
our patlents and people 1n géneral 'do not want
to stay in institutions. They want to be able to have '

~access to the hOme'envirenment. They-want.to be able to

be home to recover, to rehabilitate,

to die with a great deal of dignity, with those who care
the most about them surrounding them. |

© Just to give you an example in terms of

costfeffectlvenessAof homecare, a Medi-Cal benef1C1ary

[ R e S S

we can really look

ahdmiﬁ they choose,
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1 who received, by chance, a home health.Visit every day, %
2 let's»say for daily4antihiotics,'Would cost about $2,200 %'
3 a month, versus -- at our current reimbursement rate. %‘
4 That same Medi—CalAbeneficiary’who-ishin the acute care- %
5 or hospltal because they couldn't find that home health 3
-6 agency to take care of them would cost approx1mately %
7 $30,000 for that same month of- care,. at’ $1,000 a day. %
8 And that's a conservatlve estlmate in terms of what the %
N cost of that care would be. §7
S0 'As we have said, we have not recelved a rate %t
11 'increase_s1nce 2001 -- 2000, and-at ‘that time it was the %
Az 10 percent. But as you know, not gettlng'-— it is %
‘d13. getting more and more difficult. We are 1n competltlon 1%.
e with the acute care hospltals and skllled fac111t1es and\gl
?SA“all other providers for that very scarce commodlty %
16 called a nurse And there is a great deal of -%_
'17_ competltlon.. We are unable to keep up 1n terms’ of the %
is_v.salaries that are_belng provlded, which means that that é,
19 - also limitS' 'because it increases our'COsts; it limits g
20 the access to the number of benef1c1ar1es that we can g
',?1.'"prOV1de | | . | '-g
22 - h, ’ Then added, because we, like our colleagues who %
23 are dellverlng equlpment and maklng that -- we're make §,
24 . home v1s1tsf» So we're looklng at also the additional %
oes cost oﬁdgas, which T ‘wish I could -- I'm always amazed"%
-

S e
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to thlnk that I'm thrllled that 1t‘s now down to $2.49 a

'gallon 1nstead of S3. 00. But our employees are faced

that.

ireduced my agency S ablllty to prov1de the care. And
;because our —--.We dellver care in a rural area, that
- llmltS, 1n turn, the access for the 1nd1v1dual whlch-

means that they elther have to stay in a hlgher level of

hospltal and seelng that those Medl Cal patlents are

'communlty based prov1ders, and that you w1ll consider an

,1ncrease,yand God forbld not the decrease that has’

[ S T ST T A T mem,mﬂm—w:ﬂmwmun R AT SRR RO AT .mmum R LA bR R e o TN S AR AR A T P % AT w0
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with that. We re looklng at hav1ng to relmburse for

Additionally, our workman S comp insurance 1s

e S e BB e P T R e R ]
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‘hlgher than What the average hospltal is, and that's
because we are exposed. They conS1der us a hlgh rlsk
exposure because we are- out on the roads .

The - current Med1 Cal rate has dramatlcally :

care, in- an 1nst1tutlon

And our first obllgatlon is to our local

transferred out. Wthh means those that are rn the:;
Sutters or those that are in the Bay Area, those _
patlents don‘t get to come home because there is llmlted
access to them. | L

‘We ask that you examlne thlS rate for

been klcked about

These programs help our famllles and
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- high costs of care.' And 1f more beneflclarles were
~enrolled in home healthcare, they would av01d emergency

room visits or more acute eplsodes of care, and they
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beneficiaries maximize the quality of life in a way that
prov1des cost sav1ngs to our state. 'We’believe that

homecare can be part of the solutlon for some of the

could be treated at home Thank you.
CHAIRMAN DE LA TORRE: Thank you Sharon
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4 "I, the undersigned, a Certified Shorthand é

5 . Reporter of the State of California, do hereby-certify: §

6 - That the audio recording was listened to and §

7 taken down by me using machine shorthand which was %
8 thereafter transcribed under my direction; further, that i
° the foregoing is an'accuratevtranscription thereof. %t
10- I further*certify that I am neither finaﬁcially §
1 interested in the action nor a relative or’employee ef_.(g
12 any attorney of any of the parties ?
13 IN WITNESS WHEREOF ‘I have this date subscribed g
14 my name. | | %
1? Dated: -g
17 g
18 %4
| 19 vé
SUSAN H. CAIOPOULOS 5
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