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l. INTRODUCTION

Scope of Department’s Review

The “Medi-Cal Review of Access to Home Health Agency Setvices for 2001-2005,” (“Review”) was
prepared by the Department of Health Care Services (“Department”) pursuant to an order by the
California Court of Appeal to further review whether Medi-Cal beneficiaries had sufficient access to
home health services in 2001-2005 in accordance with Section 1396a(a)(30){A).

The analysis underlying the Review is presented in two parts: (1) Utilization Data for 2001-2005; and (2)
Provider Comparison between Medi-Cal and Medicare. My response is presented in the same general
format, to facilitate a comparison between the Review’s approach and mine. In short, both the

utilization data and the provider-comparison data conclusively demonstrate that access has worsened
since 2001.

Conclusions

Notwithstanding that the data presented in the Review show an access problem, the Review ignores its
own data and reaches a conclusion that is contrary to its own data. It claims that: (1) access has not
worsened since 2001; and (2) access over the period 2001 to 2005 was sufficient.

This claim directly contradicts the data presented in the Review. Thus, the findings fail to meet the
statutory criteria in 1396a(a)(30)(A); namely that care and services are available under the plan at least
to the extent that such care and services are available to the general population. The analysis suffers
from two crucial defects: {1) the correct issue wasn’t addressed. The federal statute requires a
comparison of access between Medi-Cal beneficiaries and the general public, which the Review did not
consider; and (2) the data presented in the Review show worsening access since 2001, as opposed to the
adequate access alleged. The Review’s utilization data show that expenditures per Medi-Cal beneficiary
and home-health users (i.e., patients) per beneficiary dropped significantly since 2001, And the data
underlying its comparison of Medi-Cal and Medicare provider participation demonstrate worsening
access for Medi-Cal beneficiaries relative to Medicare enrollees.

e The correct issue was not addressed. To comply with section 1396a(a){30){(A), the Review
should have compared access for Medi-Cal beneficiaries with access for the general public. An
access study meeting the requirements of Section 1396a(a}(30)(A} would logically include
analyses of Medi-Cal-beneficiary needs and those of the general public for home health services,
and the degree to which these needs have been met {e.g., length of time from request for
service to provision of service, difficulty in placing patients and unmet needs). The Department
has access to much of the necessary data involving Medi-Cal, which could be supplemented with
surveys based on samples of providers, addressing Medi-Cal and the general public. As cited in
the Review, “The Access provision of 42 United States Code section 1396a(a){30)(A} requires
that payments to providers be ‘sufficient to enlist enough providers so that care and services are
available under the plan at least to the extent that such care and services are available to the
general population in the geographic area.”* (Emphasis added.) Rather than conduct a study
that attempts to compare Medi-Cal and the general public in terms of needs for service and the
extent to which those needs are met, the Review simply assumes that Medi-Cal access, as

: Op. cit,, Footnote 1, p. 3.



measured by utilization in 2001, was adequate, without any analysis, and then attempts to
justify the worsening in access since 2001, shown by its data, through speculation and anecdotal
observations.

» The data presented in the Review show that there has been a deterioration in access since 2001.
When compared to data from the Department’s 2008 Rate Review, which placed major reliance

on data from 1992 to 1997, access has even worsened from 1997 to 2001. Moreover, when
combined with additional data readily available in various Department reports, the deterioration
in access is even more pronounced, based on the Review’s own measurement approaches (i.e.,
number of agencies available to Medi-Cal beneficiaries, users per beneficiary, and expenditures
per beneficiary).

¢ In addition to these crucial defects, under the Appeal Court’s reasoning, if the Department can
show that Medi-Cal beneficiaries had access to home health services equal to that of the generai
population, it could be assumed that the rates paid were not too low, and no consideration of
costs is mandated. Since, however, the Department could not show that Medi-Cal beneficiaries
had access equal to that of the general population, and in fact demonstrated the opposite, it
cannot be assumed that the rates were adequate. Where an access problem exists, it is
incumbent on the Department to attempt to determine the cause of the access problem. Thus,
it is necessary to consider costs to determine if the access problem is due to inadequate rates.
Based on data from home health agencies’ Medicare Cost Reports, Medi-Cal payment rates in
2005 were for most services less than half of costs. Given that nearly all home health agency
costs are variable, since they are overwhelmingly labor and travel related, agencies don’t have
the ability to spread their fixed costs over more patients whose payments are substantially
below costs. Thus, their only means to maintain financial viability is to accept fewer Medi-Cal
patients, and thus limit access. If the Department believes rates were not the cause of the
access problem shown by the data presented in its Review, it has the responsibility to advance
and justify an alternative explanation, which it has not.

. UTILIZATION DATA FOR 2001-2005

Table 1 in the Review presents data for 2001-2005 on fee-for-service (FFS) Medi-Cal eligibles, average
monthly users, annual expenditures, units per user and users as a percentage of eligibles.? It is
important to define these terms. “Fee-for-service Medi-Cal eligibles” are synonymous with “fee-for
service beneficiaries or enrollees.” This term refers to people eligible for, and enrolled in, the Medi-Cal
fee-for-service program, as opposed to enroiled in a Medi-Cal managed care plan. “Users” are
synonymous with patients (i.e., fee-for-service beneficiaries that have used a home health service at
least once during the year). “Annual expenditures” are total Medi-Cal fee-for-service payments to home
health agency providers. “Units,” as defined in the Review, are number of claims. Claims are
synonymous with bills submitted by providers. As will be discussed below, claims are a meaningless
measure of volume of service, since the number of services the provider chooses to include in one claim
versus spreading them over several claims is arbitrary,

Based on the data in its Table 1, the Review alleges that a generally-increasing level of expenditures and
increasing units per user are the result of the increase in services that home health agencies (HHAs)

? "Eurther Rate Review,” p. 4.



provided to Medi-Cal beneficiaries. This allegation is not warranted for at least two reasons, and in fact
the data show the opposite. First, using number of claims as service units is misleading, since a “claim”
could include a single service, a large number of services, or anything in between. And second, it
ignores that expenditures per beneficiary declined over this period.

The service units are defined as number of claims, which is an arbitrary measure of volume. All agencies
do not bill in the same manner (i.e., some may submit a claim for each service, while others may submit
a claim that bundies a number of services). A claim is a bill for services submitted to the Medi-Cal
intermediary (the entity contracted to process claims). The number of services included in a claim is not
set forth in statute or regulation; it is at the provider’s discretion. Thus, a count of claims is a
meaningless and irrelevant measure. Since payment rates have been frozen since 2000, it is likely that
in the ensuing years an increasing number of agencies have been under pressure to improve cash flow.
This suggests a trend toward more-frequent billing, and thus a decreasing tendency to bundle services
into a single claim. The less aggregated the number of services per claim, the greater the number of
claims per patient, which is not indicative of more services per patient, and could even mask fewer
services per patient. The likelihood that services per claim have been dropping is illustrated in Table 1
below, which, based on the data from Table 1 in the Review, shows total expenditures, number of users
and units (i.e., claims) per user. From this information | calculated expenditures per claim, in the far
right column. As expected, the amount paid per claim has been dropping. The average payment per
claim in 2005 was 13 percent less than in 2001. This trend is certainly consistent with a pattern of billing
for fewer services per claim over time, and demonstrates that claims is an incorrect measure of volume
of service provided.

TABLE 1
HOME HEALTH USERS, EXPENDITURES, UNITS AND EXPENDITURES PER UNIT
2001-2005
Year | Users | Annual Expenditures | Units per User | Total Units | Expenditures per Unit
2001 | 6,738 $147,014,000 2.26 15,228 $9,654
2002 | 6,465 $149,059,700 2,45 15,839 $9,411
2003 | 7,373 $157,454,000 2.50 18,433 $8,542
2004 | 7,158 $162,194,000 2.76 19,756 $8,210
2005 | 6,230 $161,395,000 3.10 19,313 $8,357

Source: Table 1, “Medi-Cal Review of Access to Home Health Agency Services for 2001-2005,” page 4, Department
of Health Care Services, March 2013.

Given constant payment rates (frozen since 2000) and the trend toward increasing annual aggregate
expenditures (notwithstanding a downturn in 2005), the Review erroneously claims that there has been
an increase in services provided. When viewed in terms of expenditures per Medi-Cal beneficiary,
rather than a slight upward trend, there is in fact a steady downward trend over this four-year period.
From 2001 to 2005, per-eligible expenditures dropped 9.4 percent. This is shown in Table 2 below,

which is based solely on data provided in the Review. It clearly shows worsening access since 2001. The
Review ignores this trend.




TABLE 2
HOME HEALTH AGENCY MEDI-CAL EXPENDITURES PER FEE-FOR-SERVICE BENEFICIARY

2001-2005
Year | FFS Medi-Cal Eligibles | HHA Expenditures | HHA Expenditures
per Eligible
2001 2,705,826 $147,014,000 $54.33
2002 2,960,783 $149,059,700 $50.34
2003 3,150,971 $157,454,000 $49.97
2004 3,286,032 $162,194,000 $49.36
2005 3,278,666 $161,395,000 $49.23

Source: Table 1, “Medi-Cal Review of Access to Home Health Agency Services for 2001-2005,”
page 4, Department of Health Care Services, March 2013.

Table 1 in the Review also shows the number of users as a percentage of Medi-Cal eligibles. This ratio
dropped 24 percent from 2001 to 2005 (from 0.25 percent to 0.19 percent); a significant downward
trend over a four-year period. This 24 percent drop suggests that providers are being more and more
restrictive in accepting Medi-Cal patients, and thus access has worsened over the period. The Review
ignores this trend also, which is set forth in its Table 1. Not only does the Review dismiss this trend, but
it but it draws an inaccurate comparison with the data in its 2008 Rate Review. In the current Review, it
states: “The percentage of HHA users out of the Medi-Cal fee-for-service eligible population during
2001-2005 was favorable when compared to the percentages during the 1992-1997 period considered
in the 1998 study, which determined there was sufficient access.”® Table 4 in the 2008 Rate Review
shows that from 1992 to 1997, users as a percentage of beneficiaries increased from 0.13 percent to
0.26 percent.’ Yet in 2001, as shown in the current Review's Table 1, the percentage was 0.25 percent,
and dropped to 0.19 percent by 2005. Thus, the percentage of HHA users out of the Medi-Cal fee-for-
service eligible population during 2001-2005 was not favorable when compared to the percentages
during the 1992-1997 period. Data from 2001 to 2005 show that access has worsened between 1997

and 2001, and that it worsened further between 2001 and 2005 - contrary to the Review’s claim of
“favorable.”

Rather than demonstrating no decrease in access since 2001, the data contained in the Review’s Table 1
show the opposite:

» Claims are an inappropriate and misieading measure of volume of service. Rather than
supporting an allegation of no declines in access, the tendency of providers to bill for fewer
services per claim over time (which is supported by my Table 1) is supportive of a finding of
worsening access since 2001.

o The substantial {24 percent} drop in the ratio of users to eligible, and the further supports a
finding of worsening access.

3 .

Op. Cit., p. 10.
4 “Medi-Cal Home Health Rate Review with Consideration of Efficiency, Economy, Quality of Care and Access,”
Department of Health Care Services, June 2008, Table 4, p. 11.



Expenditures per eligible, calculated from the data in the Review’s Table 1, decreased 9.4
percent from 2001 to 2005, further supporting a finding of worsening access.

These three findings all point to worsening access since 2001. Thus, there is no basis to draw a
conclusion of adequate access from the data presented in the Review’s Table 1.

The Review provides speculative, anecdotal explanations for the drop in number of users. The
explanations mainly involve observations and assertions that, over this time period, other programs that
could serve as substitutes for home health services have expanded. The Review provides no data
showing a shift away from home health to these specific alternative services, and offers no reasons why
there would be such a shift, with one exception — the Home and Community Based Services {HCBS)
waiver program. And even here, the Review's reasoning is inconsistent with available data. Even if
alternative services are available, however, this does not indicate lack of an access problem to home
health services if the beneficiary is entitled to such services and cannot get them.

If a patient is unsuccessful in gaining access to home health services, but is able to obtain access
to an alternative service, this does not suggest absence of an access problem. If a potential
home-health patient is forced to choose a less appropriate alternative, this is indicative of
inadequate access. For example, the Review suggests that adult day health care and pediatric
day health care providers are alternatives to home health services.” If, however, home health
services are preferred by the affected patients, their families and their physicians, and the
alternative represents a hardship, being forced to use the alternative is indicative of inadequate
access to home heaith services. The Review does not provide an analysis of the relationships
between home health services and the various alternatives proposed (e.g., if and how they
complement each other within a system of care, the frequency of use of alternatives when the
patient is entitled to home health services which are not avaitable).

The Review cites increases in Adult Day Health Care (ADHC} enrollees, however, provides no
evidence of any overlap between the ADHC population and the home health population. In the
AHDC discussion, as well as discussions involving other programs that may be substitutes for
home health agencies, the Review provides no data or analysis showing that patients chose to
have ADHC services rather than home health services. And even if patients did receive services
through ADHC rather than home health, it would reflect an access problem if they were forced
to make a substitution of a less appropriate treatment modality because of a lack of available
providers. The review provides at most, for some of the programs, incomplete data on numbers
of users for a few of the years being examined. In any event, if beneficiaries use ADHC because
of a lack of home health services, then an access problem exists.

Since Medi-Cal pays for services for all the cited programs, the authors of the Review certainly
had access to complete data on utilization from 2001 to 2005, yet chose to only provide
incomplete fragments of such data.

> Op. cit., p. 6.



¢ Indiscussing the Home and Community Based Services (HCBS) waiver program, the Review
suggests that inpatient care provided by skilled nursing facilities is also an alternative to home
health, since federal law requires that the amount spent under the waiver not exceed what
would be spent in an institutional setting such as a skilled nursing facility (i.e., “cost neutrality”).®
The Review neglects to present data, clearly in the Department’s possession, on how this
requirement has impacted use of home heaith services. According to data reported by skilled
nursing facilities to the Office of Statewide Health Planning and Development, from 2001 to
2005 Medi-Cal payments per patient day increased 19 percent.” Thus, since 2001, it should have
become easier to demonstrate a cost advantage for home health services versus the
institutional alternative. Over the 2001-2005 period, the federal requirement regarding cost
neutrality should have become less restrictive because of a 19-percent differential over what
existed in 2001 in relative costs due to the home health rate freeze. This differential should
have resulted in an increase in home health services rather than the decrease speculated in the
Review.

In summarizing its assertion that from 2001 to 2005 Medi-Cal beneficiaries had sufficient access to
home health services, the Review alleges that: “The fact that there were fewer ‘users’ during 2001-2005
compared to the 1992-1997 period considered in the earlier study had nothing to do with HHAs being
unwilling to provide services based on the increased rates established in 2000. The fact that there were
fewer HHA users in the fee for service system was related to several factors, including fewer fee-for-
service eligible beneficiaries, an increase in alternative providers such as ADHDs and pediatric day heaith
care providers, and changes under the HCBS waijver [:,urogram.”8 {(Emphasis added.)

¢ With respect to “fewer fee-for-service eligible beneficiaries,” my Table 2 above shows that
expenditures per fee-for-service beneficiary declined by 9.4 percent over the 2001-2005 period,
and Table 1 in the Review shows a decrease in users per beneficiary over this time period.

* With respect to “an increase in alternative providers such as ADHDs and pediatric day health
care providers, and changes under the HCBS waiver program,” the Review provided no data
analysis supporting its conclusion; data which are readily available to the Department. Lacking
such an analysis, the only conclusion that can be drawn from the data presented is that access
has worsened. Moreover, presence of alternatives does not negate lack of access to home
health services if the latter is the preferred alternative from medical and patient-well-being
perspectives, or if “choice” of an alternative is the result of lack of access to home health
services.

¢ With respect to “changes in the HCBS waiver program,” an approximate 19 percent increase in
SNF rates from 2001 to 2005 should have led to an increase, not a decrease, in home health
services under federal cost-neutrality requirements. The fact that services decreased over this
period reinforces a finding of worsening access.

[ .
Op. Cit., p. 7.
7 Long Term Care Financial Reports, Office of Statewide Health Planning and Development, facility fiscal periods
ending during calendar years 2001 and 2005.
& Further Rate Review,” p. 8.



The Review asserts, in its explanation of its Table 2, that the number of providers signed up as Medi-Cal
participants is indicative of access, when comparing HHAs available to Medi-Cal and Medicare
beneficiaries, respectively.’ A provider that signs up for Medi-Cal is under no obligation to accept a
minimum number of Medi-Cal patients. Becoming a Medi-Cal provider requires little effort. The
application requests only a few identification items and a notarized signature.’® As | show below in
Table 5, a large number of Medi-Cal-participating agencies provide minimal service to Medi-Cal
beneficiaries.

Table 3 below provides counts of HHAs receiving Medi-Cal payments in 2001 through 2004. It also
breaks out those with minimal participation (i.e., receiving less than $600 in a given year). These data
are from Department publications.? The most recent report available on the Department’s Web site is
for 2004. Note the generally downward trend for all participating agencies, and the more pronounced
downward trend for agencies receiving in excess of $600 in Medi-Cal payments. In 2004, the last year
reported, 8.5 percent of agencies received less than $600 in Medi-Cal payments. The Medi-Cal HHA
payment rate for skilied nursing is $74.86 per visit; $600 per year covers eight visits per year.
Notwithstanding these data in Table 3, obtained from the Department’s own publications, the Review

stated, “The number of HHAs providing services to Medi-Cal beneficiaries increased between 2001 and
2005 ..."* This is clearly not so.

TABLE 3
NUMBER OF HOME HEALTH AGENCIES RECEIVING MEDI-CAL PAYMENTS
2001-2004
Calendar | Total Receiving < Receiving > $600 in
Year | Agencies $600 in Payments
Payments
2001 462 23 439
2002 464 37 427
2003 442 30 412
2004 435 37 398

Source: California’s Medical Assistance Program: Annual Statistical Report, Calendar Years
2001-2004, Department of Health Care Services.

ul. PROVIDER COMPARISON BETWEEN MEDI-CAL AND MEDICARE

The Review erronecusly claims that access for Medi-Cal beneficiaries is at least as good as that for the
Medicare population. However, the data relied upon in the Review show the opposite.

’ Op. cit., p. 10.
1% «31Enroliment_DHCS9098.”

1 california’s Medical Assistance Program: Annual Statistical Report, Calendar Years 2001-2004, Department of
Health Care Services,

12 «g i rther Rate Review,” p. 8.



Table 2 in the Review is an attempt to justify the greater participation of HHAs in the Medicare program
than in the Medi-Cal program as not being indicative of a Medi-Cal access problem.”® The calculations
involve comparing the numbers of providers filing Medicare Cost Reports with those having Medi-Care
provider numbers and submitting Medi-Cal claims, and the number of Medicare enroflees and Medi-Cal
enroliees in the Aged, Blind and Disabled {ABD) aid categories. The Review provided calculations of
Medicare and Medi-Cal enrollees per respective provider. Its findings of a higher ratio of enrollees to

providers for Medicare led to the conclusion that Medi-Cal access was at least as good as Medicare
access.

Table 4 below shows the change in Medicare and Medi-Cal ABD enrollees and numbers of Medicare and
Medi-Cal HHAs for 2001 and 2005. Note that from 2001 to 2005 Medicare enrollees increased 6.4
percent, while the number of participating agencies increased 26.4 percent. With respect to Medi-Cal,
participating agencies increased 7.2 percent while Medi-Cal enrollees increased 16.7 percent. Thus,
based on the Review's own data and criteria involving simple counts of agencies, Medicare access
improved, while Medi-Cal access worsened. The number of Medi-Cal enrollees increased by over twice
the percentage as participating agencies did, while Medicare enroliees increased by less than one-fourth
the percentage that participating agencies did.

TABLE 4
CHANGE IN NUMBER OF MEDICARE ENROLLEES, MEDI-CAL AGED, BLIND AND DISABLED ENROLLEES
AND NUMBER OF PARTICIPATING HOME HEALTH AGENCIES

2001-2005
Year Medicare Enrollees {| Medi-Cal ABD Enrollees Medicare HHAs Medi-Cal HHAs
2001 3,947,000 1,416,368 504 419
2005 4,200,640 1,652,657 637 449
Increase 253,640 236,289 133 30
% Increase 6.4% 16.7% 26.4% 7.2%

Source: “Medi-Cal Review of Access to Home Health Agency Services for 2001-2005,” Table 2, page 9, Department
of Health Care Services, March 2013.

Table 5 takes account of the level of activity on the part of the participating home health agencies by
separating out those agencies with very low volume (i.e., less than 60 visits per year - slightly over one
visit per week). The table shows that 69 percent of Medi-Cal-participating agencies provided 60 or more
Medi-Cal visits in 2005, while 99 percent of Medicare-participating agencies had 60 or more Medicare
visits. Thus, there was a far higher percentage of Medi-Cal agencies than Medicare agencies with very
low program volume (i.e., 31 percent versus 1 percent). Moreover, the average Medi-Cal agency had
1,879 Medi-Cal visits, compared to the average Medicare agency, with 9,667 Medicare visits — a five-fold
difference. While there was a five-fold difference in average visits per agency, there was only a 2.5 to
one difference in Medicare to Medi-Cal enrollees in 2005 (from Table 4). These comparisons highlight
the importance of accounting for volume when assessing the number of agencies available to Medi-Cal as
an indicator of access.**

B op. cit., p. 9.

* Note that the data source in Table § is the Office of Statewide Health Planning and Development, while that in
Table 4 is the Department’s records.




Notwithstanding data available in the Department’s own publications, as wel! as publically-available data
from its sister state agencies, the authors of the Review relied on simple counts of participating agencies
in its unwarranted claim that no access problem exists.



TABLES
MEDI-CAL AND MEDICARE HOME HEALTH AGENCIES WITH GREATER THAN 0
AND GREATER THAN OR EQUAL TO 60 VISITS
2005

Medi-Cal Agencies

> 0 Visits 520
> 60 Visits 360
Agencies > 60 Visits Percent

of Agencies > 0 Visits 69.2%
Average Medi-Cal Visits per 1,879
Agency

Medicare Agencies

> Visits 681
> 60 Visits 676
Agencies > 60 Visits Percent

of Agencies > 0 Visits 99.3%
Average Medicare Visits per 9,667
Agency

Source: Office of Statewide Health Planning and Development, Annual Utilization
Report of Home Health Agencies, Calendar-Year 2005.

IV.  CONCLUSION

The utilization data for 2001 to 2005 presented in the Review clearly point to an access problem,
notwithstanding the Review’s assertions to the contrary. When these data are supplemented by the
few additional data items | included, the access problem identified by the Report’s data becomes even
more pronounced. Not only does the Review’s data show worsening access from 2001 to 2005, but a
later study by the Department shows a substantial worsening since 2005.% This 2011 Access Analysis’
Table 13 shows a significant decline in utilization over the 2007-2009 period for all aid categories
{including a 44 percent dectine for blind and disabled children}, a particularly vuinerable group.

e The Review’s use of claims as the utilization measure is not appropriate, due to different billing
practices among HHAs, and the likelihood that payment pressures are forcing agencies to bill
more frequently and in more disaggregated units subsequent to the rate freeze commencing in
2000. Data provided in the Review confirm a trend in fewer services per claim since 2001 (as
shown in my Table 1).

* The assertion that Medi-Cal HHA expenditures increased slightly over this period does not
acknowledge that per-beneficiary expenditures (which the only relevant access measure based
on expenditures) decreased, as shown in my Table 2.

15 “Medi-Cal Fee-For-Service Access Analysis: Durable Medical Equipment, Clinical Laboratory, Emergency Medical
Transportation, Non-Emergency Medical Transportation, Home Health & Dental Services,” p 11, undated.
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¢ The Report’s anecdotal discussion of possible substitute services is both speculative and
incomplete. It neglected to provide utilization data clearly available to the authors on these
services. It failed to recognize that the availability of substitute services does not necessarily
offset worsening access for home health services. The Review failed to provide an analysis of
the relationships between home health services and the various alternatives proposed, and the
extent to which patients entitied to home health services are forced into alternatives due to lack
of access. Availability of alternative services is basically irrelevant. What is relevant is access to
the services that are needed.

e The Review provides no data showing a shift away from home health to these specific
alternative services, and offers no reasons why there would be such a shift, with one exception
- the Home and Community Based Services (HCBS) waiver program. And even here, the
Review’s reasoning is inconsistent with available data.

¢ The ratio of users to beneficiaries declined over the 2001-2005 period (by 2005 this ratio was
three-quarters of its 2001 level). This suggests that providers are being more and more
restrictive in accepting Medi-Cal patients (i.e., fewer Medi-Cal patients are obtaining services
from home health agencies); a demonstration of worsening access.

e Simple counts of participating agencies do not provide an indicator of access, since there is wide
variation in Medi-Cal volume among these agencies, and many (31 percent in 2005) had only
token Medi-Cal volume. Yet the Review relies on such simple counts in justifying the erroneous
conclusion that there is no access problem.

e While the Review asserts Medi-Cal beneficiaries had better access to HHA services than
California Medicare beneficiaries, it based this assertion on numbers of beneficiaries per
participating agency, without taking into account the volume of services provided by the
participating agencies. It also did not take proper account of changes in the numbers of
beneficiaries and participating agencies in the two programs from 2001 to 2005. in both
instances, the data point to less and worsening access for Medi-Cal relative to Medicare
beneficiaries. The Review’s claims based on counts of available agencies are based on an

irrelevant measure, without taking into account whether the agencies discriminate by limiting
services.

s Not only does the Review’s data demonstrate an access problem, but the access problem has
even worsened since 2005, as demonstrated in the Department’s 2011 Access Analysis. Failure
to acknowledge and address the worsening access problem in the last decade through rate
increases, led to the even worse access problem found in the 2011 Access Analysis. The
Department’s 2008 Rate Review, which led to the Court Order mandating the current Review,
should have identified a growing problem. Instead, the access problem was allowed to fester.

In addition to these deficiencies, the Review does not address the federal statutory requirements
regarding access, which require comparisons of access between Medi-Cal and the general population,
which logically would include analyses of Medi-Cal needs, and those of the general population for home
health services, and the degree to which these needs have been met {e.g., length of time from request
for service and provision of service, difficulty in placing patients and unmet needs). The Department has
access to much of the necessary data involving Medi-Cal, which could be supplemented with surveys
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based on samples of providers, addressing Medi-Cal and the general public. The Review’s unfounded,
implicit assumption that in the base period, 2001, Medi-Cal access was adequate was not based on
consideration of Medi-Cal needs and those of the general public.

The Review's narrow approach, which ignores the requirements for the type of access study mandated
by Section 1396a(a}{30)(A}, nevertheless demonstrates worsening access since the last Medi-Cal
payment rate increase for home health agencies in 2000. It is thus incumbent on the Department to
consider the reasons for this access problem. Given that there has been a rate freeze since 2001, and
that by 2005 the payment rates were far below costs, as reported in my response to the Department’s
2008 Rate Review, the obvious cause of the access problem is low payment rates.® While the Appeal
Court’s decision does not mandate the consideration of provider costs, it does state that, “if the
Department can show that Medi-Cal beneficiaries received quality care and had access to home health

agency services equal to that of the general public, one could reasonably assume that the rates paid for
such services were not too low.””” (Emphasis added.)

The Review’s data clearly did not show that “Medi-Cal beneficiaries ... had access to home health agency
services equal to that of the general public.” Thus one could not “reasonably assume that the rates paid
for such services were not too low,” and it is reasonable to expect the Department to investigate costs
to determine if the access problem is due to rates being inadequate.

In my 2008 Report | presented data for 2005 in Table 4 on mean cost per visit, median cost per visit and
the Medi-Cal rate for home health visits according to type of service.!® The full report is attached as
Exhibit B. That table is replicated below.

HOME HEALTH AGENCY COSTS PER VISIT AND MEDI-CAL RATES

2005
Skilled Home | Occupational | Physical | Medical | Speech
Nursing Health Therapy Therapy | Social | Therapy
Aide Services
Mean Cost per Visit $159.10 [ $84.73 $177.93 | $171.10 | $231.48 | $190.76
Median Cost per Visit $141.43 | $67.03 $151.90 | $156.13 | $194.26 | $171.00
Medi-Cal Rate $74.86 | $45.75 $71.36 | $68.84 | $96.22 | $78.43
Number of Agencies
with Cost < Rate 7 30 3 1 3 6
% of Agencies with Cost 3.6% | 15.9% 17%| 05%| 1.6%| 3.7%
< Rate
Total Number of 192 189 181 192 190 163
| Agencies Reporting

Source: Medicare cost report data, DHCS Attachment 10.

' Henry W. Zaretsky, “Report for Presentation at Department of Health Care Services Medi-Cal Home-Health Rate
Hearing, August 8, 2008, p. 5.

¥ California Association for Health Services at Home et al., v. State Department of Health Care Services et al., Court
of Appeal of the State of California Third Appellate District, p. 15, filed 3/26/12,

1 Zaretsky, Ibid.
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The data in this table are from Medicare Cost Reports provided by the Department for its 2008 Rate
Hearing, and only include Medi-Cal participating agencies that submitted Medicare Cost Reports. For all
but home-health-aide services, in 2005 Medi-Cal payment rates covered the costs of less than 4 percent
of agencies. For most services the Medi-Cal rates were less than half the mean and the median.

Below-cost rates present a particular problem for home health agencies, where nearly all costs are
variable (i.e., labor-related and travel costs to patients’ homes). Thus, treating Medi-Ca! patients, whose
payments involve a substantial shortfall from variable costs, does not even enable an agency to spread
its fixed costs over more patients. For other types of providers, whose costs are more weighted toward
fixed costs; at least in the short run some may be able to accept below-cost payers and stili recover
some of their fixed costs. Given the combination of rates being significantly below costs on average, and
virtuaily all costs being variable {i.e., directly tied to volume), home health agencies are particularly
vulnerable financially unless they have a relatively small Medi-Cal patient load. And as the inflation-
adjusted value of the frozen rates declines over time, so do the agencies’ willingness to accept Medi-Cal
patients. Below-cost rates present the provider with strong incentives to restrict services provided to
Medi-Cal patients. And this is what the Review’s data confirm — a worsening access problem.

April 15, 2013
)
Sacramento, California W/ ] [?
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Major Interests:

Strategic Planning Health Care Antitrust Analysis
Economic Studies Health Services Research
Market Analysis Public Policy

Litigation Support

Professional Societies:

American Economic Association

American Statistical Association
Econometric Society

National Association for Business Economics

Committees;

Economic Literacy Council of California
Board of Governors, August, 1981 to September, 1986
American Health Planning Association
Board of Directors, June, 1979 to August, 1981
Planning Studies Advisory Committee, June 1979 to August, 1981
Advisory Committee for the "Integrated Data Demonstrations and the Health Planning Agencies,"
November, 1980 to August, 1981
Govemor's Special Committee on Health Care Costs, September, 1978 to January, 1979 - Staff Coordinator
California Health Facilities Commission
Reports Committee, December, 1974 to June, 1977
Provider Liaison to Research Committee, September, 1977 to April, 1978
American Hospital Association
Special Committee on Medicare Payment Shortfalls, July, 1977 to April, 1978

Experience:

President, Henry W. Zaretsky & Associates. Inc.. August, 1981 to Present.
Health care consulting firm established in August, 1981. Firm provides consulting services in the areas of

strategic planning, HMO development, reimbursement, economic analysis, market studies, payment
negotiations, litigation support and policy analysis.
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Experience - Cont'd.

Adjunct Professor, University of Southern California_Graduate Program in Health Services
Administration, 2003 to Present. Teach course in health economics.

Director, Office of Statewide Health Planning and Development. State of California, April, 1978 to
August 1981. Appointed by Governor Edmund G. Brown, Jr., as the first director of this new state department.

Functions included administering California's health planning and certificate of need program; developing the
State Health Plan, as a basis for State health policy; administering a state-guaranteed mortgage program for
health facilities; approving architectural plans for health facilities; developing a biennial state health manpower
plan; conducting pilot projects in the use of health personnel; administering programs to encourage availability
of medical personnel in needed areas and specialties; and coordinating the health planning functions of all
health-related departments in the Health and Welfare Agency. Administered fiscal 1980 budget of $13 million

with 175 full-time equivalent personnel. Advised the Agency Secretary and the Governor on a wide variety of
health policy issues.

Lecturer, School of Public Administration. University of Southern California, 1980 to 1981. Taught
graduate course in operational planning for health.

Lecturer, School of Public Health. University of California at Los Angeles. 1979 to 1983. Co-taughta
graduate course in regulation of health care.

Director of Research and Development, California Hospital Association. Sacramento, California,
September, 1972 to April, 1978. Directed research program focused on economic regulation of health facilities
and analysis of health policy, including development and implementation of a comprehensive health data
system to meet the needs of regulatory programs and hospital management, development of alternative hospital
reimbursement systems, refinement of health planning methods and analysis of legislative and policy
proposals, using this data system and econometric and other statistical techniques. Provided staff support for
the CHA Research and Development Committee, which in addition to advising on research issues, made policy
recommendations to the Board of Trustees regarding economic regulation of health facilities. Served as liaison
to the California Health Facilities Commission. Project Director on three federally funded projects dealing
with economic regulation of health facilities and health data systems. Supervised four professional staff.

Lecturer, School of Public Health, University of California, Berkeley, 1978. Co-taught a graduate
course in advanced financial management of health institutions.

Research Associate, American Medical Association, Chicago, Illinois, August, 1971 to August, 1972.
Studied the economics of private medical practice through a federal contract. Using econometric methods,
evaluated economies of scale in medical practice and the productivity of non-physician personnel.

Research Associate, Institute of Governmental Affairs, University of California, Davis, July, 1970 to
August. 1971. Conducted dissertation research.
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Experience - Cont'd.

Health Economist, Department of Community Health, School of Medicine, University of California,
Davis, January, 1970 to August, 1971. Conducted a survey to assess the health status of Yolo County residents
and their health habits, utilization and expenditure patterns. Designed sample, developed survey forms, and
developed methods for analysis of data. Used data base in my dissertation research.

Consultant, California Optometric Assogiation, 1970-71.

Consultant, California Association of Nursing Homes, 1970-71.

Teaching Assistant, Department of Economics, University of California, Davis, September, 1968 o
December, 1969,

Statistical Methods Analyst, California Division of Highways, Sacramento, California, June, 1968 to
September, 1968.

Research Assistant, Department of Economics, University of California, Davis, September, 1967 to
June, 1968,

Regional Economist, Bay Area Transportation Study Commission, Berkeley. California, July, 1966 to
August, 1967.

Teaching Assistant, Department of Economics, San Francisco State College, September, 1965 fo June,

1966.

Research Assistant, Department of Economics. San Francisco State College, June, 1965 to September,

1965.

Federal Research Grants and Contracts:

Principal Investigator, "Development of California Excess Hospital Capacity Reduction Program,"
Health Care Financing Administration, Department of Health and Human Services, Grant Number 18-P-
9752719-01, September, 1980 to August, 1981.

Project Director, "Prospective Incentive Payment Experiment," Social Security Administration,
Department of Health, Education and Welfare, Contract Number 600-75-0165, April, 1975 to June, 1976.
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Federal Research Grants and Contracts - Cont'd.

Project Director, "Hospital Regulatory Reporting System: A Demonstration,” National Center for
Health Services Research, Department of Health, Education and Welfare, Grant Number HS 01518-01, July,
1974 to September, 1975.

Project Director, "Hospital Effectiveness Demonstration Project,” Nationai Center for Health Services

Research, Department of Health, Education and Welfare, Grant Number HS 01104-02, July, 1972 to
November, 1974,

Publications and Papers:

“Comment on F.M. Scherer, ‘How U.S. Antitrust Can Go Astray: The Brand Name Prescription
Litigation,” International Journal of the Economics of Business (November 1997), pp. 271-276.

"The Impact of Market Competition on Hospital Outpatient Payment Rates,"” California Healthcare
Association, December, 1993. (H.W. Zaretsky and M.L. Vaida).

"Selective Contracting Program Too High a Price to Pay for Cost Savings," California Hospitals,
Volume 5, No. 5 (September/October, 1991), pp. 24-28.

"Health Care Competition: The California Experience,” presented at the Twenty-Ninth International
Atlantic Economic Conference, Geneva, Switzerland, March 17-23, 1990. Abstract published in Atlantic
Economic Journal, Volume XVIII, No. 3 (September, 1990), pp. 123-124.

"Review of The Social Transformation of American Medicine, by Paul Starr,” Hospital Forum
(September/October, 1983), pp. 44-45.

"Historical Analysis & Statewide Impact," Proceedings of the Seminar on Case Mix Method in
Analysis of Teaching Hospital Costs, University of California Los Angeles Medical Center and School of
Public Health (May 22, 1982), pp. 15-23.

"The Effects of Patient Mix and Service Mix on Hospital Costs and Productivity," in Issues in Health
Economics, R.D. Luke and J.C. Bauer, ed. (Rockville: Aspen, 1982), pp. 245-264,

"Evolution and Prospects for State-HSA Health Expenditures Estimation in California," Journal of

Health and Human Resources Administration (Summer, 1981), pp. 46-54. (H.W. Zaretsky and G.R.
Cumming).

"A Proposal: Statewide Hospital Economic Control System," Hospital and Health Services
Administration (Spring, 1981), pp. 70-94.
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"Response to: 'Delays in California CON Process Add $25 Million to Costs,™ Federation of American
Hospitals Review (March/April, 1981), pp. 81-82.

"Capital Financing in the 1980s," Issues in Health Care, Vol. II, No. 1, 1981, pp. 58-59.

"Regulation vs. Competition," Hospital Forum (November/December, 1980), pp. 7-9.

"For Health Lawyers, Things Never Looked So Good: Response," American Journal of Law &
Medicine (Winter, 1980), pp. 344-345.

"Analysis of Proposals to Limit Hospital Revenue," presented at the Second International Conference
on Systems Science in Health Care, Montreal, Canada, July 14-17, 1980. Published in Systems Science in
Health Care, C. Tilquin, ed. (Toronto: Pergamon Press, 1981), pp. 1317-1328.

"Health Planning: California's Director Views the Public Perspective," Hospital Forum (July/August,
1979), pp. 9-12.

"The Economics of Excess Hospital Capacity,” presented at the Annual Conference of the Western
Economic Association, Honolulu, Hawaii, June 20-26, 1978.

Hospital Fact Book, Sacramento: California Hospital Association, First Edition, 1976 and Second
Edition, 1977 (H.W. Zaretsky and A.H. Morris).

"Prospective Reimbursement to Hospitals: A Proposal for a Statewide Regulatory Program," presented
at the Annual Conference of the Western Economic Association, Anaheim, California, June 20-24, 1977.

"The Effects of Patient Mix and Service Mix on Hospital Costs and Productivity,” Topics in Health
Care Financing, 4, Aspen, 1977, pp. 63-82.

Final Report: Prospective Incentive Payment Experiment, Sacramento: California Hospital
Association, 1976. (G.R. Cumming and H.W. Zaretsky). Contract Number 600-75-0165, Social Security
Administration, Department of Health, Education, and Welfare. Published through NTIS.

"Estimation of Hospital Cost Functions, Controlling for Case Mix and Service Mix," presented at the
annual Meeting of the Econometric Society, Dallas, Texas, December 28-30, 1975.

Hospital Regulatory Reporting System: A Demonstration, Volumes I and II, Springfield: National
Technical Information Service (Order Number PB-253 071/5WW and PB-253 072/3WW), 1975. (G.R.
Cumming, HW. Zaretsky and A .H. Morris). Grant Number HS 01518-01, National Center for Health
Services Research, Department of Health, Education, and Welfare.



CURRICULUM VITAE
HENRY W. ZARETSKY
PAGE 7

Publications and Papers - Cont'd.

"Theory and History of Regulation," paper presented at the Annual Conference of the National
Association of Regional Medical Programs, San Diego, California, September 23-25, 1975.

"The Demand for Health Care," paper presented at the Third World Congress of the Econometric
Society, Toronto, Canada, August 20-25, 1975.

"Cost Functions for California Hospitals," paper presented at the Fiftieth Annual Conference of the
Western Economic Association, San Diego, California, June 25-28, 1975.

Final Report: Hospital Effectiveness Demonstration Project, Sacramento: California Hospital
Association, 1974, (G.R. Cumming and H.W. Zaretsky). Grant Number HS 01104-02, National Center for
Health Services Research, Department of Health, Education, and Welfare,

Analvsis of Hospital Costs Controlling for Service Mix and Case Mix Variation, Sacramento:
California Hospital Association, 1974, Published through NTIS.

Development of a Financial Reporting System for Hospitals as a Basis for Regulation, Sacramento:
California Hospital Association, 1974. Published through NTIS.

The Demand for Health Care: A Theoretical and Empirical Analysis, unpublished doctoral
dissertation, University of California, Davis, 1974.

Development and Implementation of a Financial Reporting System for Hospitals, Sacramento:
California Hospital Association, 1973,

Preliminary Analysis of the Productivity of Allied Health Personnel in Primary Medical Practice,
American Medical Association, Chicago, illinois, June, 1972. (B.H. Kehrer and H.W. Zaretsky).

"The Production of Health by a Rural Population," paper presented at the American Statistical

Association Meetings, August 23-26, 1971, Fort Collins, Colorado. Published in Proceedings of the Social
Statistics Section, American Statistical Association, 1971.

A Preliminary Report on the Yolo County Health Survey, Department of Community Health, School
of Medicine, University of California, Davis, 1971. (N.O. Borhani, I.F. Kraus and H.W. Zaretsky).

"Simultaneous Estimation of an Industry Supply-Demand Relationship for Labor," paper presented at
the Western Economic Association Meetings, August 21-22, Long Beach, California. Abstractin the Western
Economic Journal, September, 1969.
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Adjunct Professor Distinctive Service Award, University of Southern California State Capital Center, School
of Policy, Planning and Development, 2007.

Discussant and chairman of various meetings of the Western Economic Association.
Made presentations before a wide variety of health professional groups.

Testified in front of a variety of legislative committees, regulatory bodies and federal and state courts,
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REPORT FOR PRESENTATION AT DEPARTMENT OF HEALTH CARE SERVICES
MEDI-CAL HOME-HEALTH RATE HEARING

Henry W, Zaretsky, Ph.D.

August 8, 2008

This report provides an analysis of the “Med1-Cat Home Health Rate Review,” prepared by the

Department of Health Care Services (DHCS). This report addresses the discussion and conclusions in the -
. DHCS *Rate Review” regarding the adequacy of Med!-Cat payments to home-health agencies in terms of
afficlency, economy, quality of care and access. This report Is divided into three sectlons — Access to

- Home-Health Services; Quallty of Care; and Home-Heslth Agency Costs, Cost increases ang Medi-Cal
Payfent Rates. In each saction, the DHCS “Rate Review” assertions are discussed, followed by My

- analysls, From this ceview and analysls, my conclusions are 2§ follows:

. Access to home-heaith services has worsened since the last Medi-Cat payment Increase
in 2000, and does not match the levels svaftable to the general populafion;

" (2) Interms of quality of care, DHCS has not presemted Mdent data 1o make any
judgment; ) . ’ .

3) Since the fast paymént rate detarmination in 2000, on average, home-health agency
costs hiave increased between 25 and 30 percent. For home-health visits, negligible percantages
of agencies recover full costs, and payment rates are approximately half the, median levels; and

(#)  Notwithstanding DHCS' fallure to tonduct any (let alone annusl) cost studies to support
jts rate-setting process, K has had Medicare Cost Report data avallable gince at least 2000 upon

" which to base such studies.

- The Oepartment of Health Care Services (DHCS), in its June 2008 “Medi-Cal Home Health Rate Review,”

ata showing increased med)-Cal expenditures and numbers of usersover the period 1992 t0

pased ond
1997, concludes that access to home-health services (HHA} is not rate deivend This condusion, based on.

1992 to 1997 data, appears highly qugstlomb!e; for example, the analysis falls to take into aceount that
Medi-Cal rates for home-health services were Increased in 1994, midway through the time period. 1n
any event, using data from the current decade corfirms an access probiem. As shown in Table 3,

——————— A .
1 q\ed-Cal Home Health Rate Review with Consideration of Efficlancy, Economy, Qualky of Care, and Actess,”

pepartment of Health Care Servizes, June 2008, Table 4, page 1%
-1
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atcording to the Office of Statewlde Hezith Planning and Development (OSKPD) Annuat Utillzation
Report of Home Health Agencies, of 734 agencles reporting 60 or mare total home-health visits In 2005,
276 (35 percent) had o Medi-Cal vishts, Those with 50 or more visits totaled 360— less than half the
agendles. BY comtrast, 84 percent of agendes had 60 or more Medicare visits= nearly doubla the Med!-
Cal participation rate. The limited Medi-Cal participation rate undoubted

ly reflects low Medt-Cal

payment rates
TABLE1
NUMBERS OF AGENCIES PARTICIPATING IN MEDI-CAL AND MEDICARE
ATVARIOUS LEVELS
2005
Visit Categories Number of _Percesit of
_Agentles Agancles

With > 60 Total Visis* 754 . 100%

With > 0 Med}-Cal Visits 518 | 65%

With > 50 Medi-Cal Visits o 350 45%

With » 0 Medlcare Visits - 676 . 85%

' WIﬂl;SDMadlmeVlslts : . 664 | - 84% |

Source: Office of Satewids HnMPhndnundowcbmmmmal Utinatian Report of Home Haslth
Agwcies, Calandse-Year 2005- . o
o threshold of 60 total Visits s used t prvant Inclusion of agencles raporting for small portions of 8 year or

o&n{ﬂmmm

in contn;t to the previous decade, 85 shown In Table 2, Mgd-Cal expandhure_s on horne-heaith services
started to deciine In 2005, and that deciine continuzd n 2006, Indicative of the effect 'of payment rates

on access Is the particularly large percentage increase In expenditu
followinj th 2000 rate increase. Significant increases followed
. guggests thatdfter a point, access is raduced a5 the real value of

decline, the further out In time from the tast MedHCal peyment increase in 2000.

TABLE 2

res drom 2000 to 2001, immediately
for snother three years. This pattern
MedkCal pryment rates continues to

HOME-HEALTH MEDI-CAL FEE-FOR-SERVICE EXPENDITURES AND_HUMBB OF CLATMS.
2000-2008

% Chang

Year | Expenditures | %Ch . Claims

2000 | 5187,815,720 719,984 !
2001 | 199,499,332 ' 6.2% 748,178 3.9%
2002 | 5205,722,308 . 3.1% 783,411 4,7%
2003 | 5216,024,710 5.0% 832,212 §.2%
2004 | 5228,405,911 5.7% 903,821 . 8.6%
2005 | $217,126,68 -4.9% 835,317 -7.6%
2006 | $205,327,197 .5.2% | 808,889 -3.2%

" for dates of servics during u:h'nundlf year.

-2-
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Expenditures declined 4.9 percent in 2005, and an additional 5.2 percent In 2006. Number of claims also
declined — 7.6 percent jn 2005 and 3.2 percent In 2006, As shown tn Tables g1 and B2 In Exhibit 8, there
was @ deciine In expenditures for all miajor home health services commencing In 2005, followling

. generally continuous growth between 2000 and 2004, Total expenditures in 2006 were 90 percent of

thase in 2004, Atthe same time, a5 shown in Table 3, the totat number of Medi-Cal beneficizries has
remained roughly constant over this perlod. This patteen is clearly indlcative of diminished access t0
home-heaith services for Med-Cal beneficlaries.

TABLE3 .
NUMBER OF MEDI-CAL BENEFICIARIES
2004-2008
Year | Monthly Average £nrofiment -
2004 * 6,530,060 .
2005 6,556,362 -
2008 - §,520,310

Source: GHCS Matical Cars Statistics Saction Web.
site. Monthlyaversges are for calendiryean.

It should be noted that the Increases in expenditures and claims cbserved from 2000 to 2004 do not
[mply that Medi-Cal-beneficiary accessto home-health services was, at that time, adequate or
comparable 10 that avallable to the general public. Onthe coritrary, as shown In Table 1, considerably
fewer home-health agencles are avallable ona meaningful basts to Medi-Cal beneficiaries {l.e., agencies
willing to accommodate more than token MedH-Cal volume of less than 60 vls!ts annually} than to the

Medicare population or the general public,

\+ s "Rate Review;” DHCS ajso polnts to an incresse In the number of Medi-Gal HHA providers from
2001 to 2005 to argue that access s sufficient? Thase data, however, do not distinguish betwean levels
of participation amang agencies. &s observed in Table 1 abgve, In 2005, 158 participating sgencles had
fawer then 60 Medi-Cal visits In that yeas, which could be considered only mken” participation,

. DHCS also cites Increasing numbers of Treatment Authorization Requests (TARs) and approvals 3s

evidence that TAR processing is not Inbibiting access:’ 1am notaware of allegations that the TAR
 process Is inhibiting access. .

. SUMMARY, OF ACCESS OBSERVATIONS

ry to the 1992-1997 data relied upon by DHCS to show there are ho access problems, afl the data
pressnted here {forthe gurrent decade} polnt to access problems for Medl-Cal home-health patients.
First, relatively few agencies have meaningful participation rates in Medi-Cal—only 45 percent of
agencles have 60 or mors Medi-Cal vishs annually (sTightly more than one vistt per week). And 35
percent of agencies provide no service to MedHCal benefictarles, Second, Medi-Cal expenditures for

tgp. cit, Table 7, page 1.

' op. cit., Table 8, page 1s.
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nore-health services have declined between 2004 and 2005, and 2005 and 2006, while the number of
Medi-Ca! beneficiaries has remained essentlaliy constant. This Implies the mMedi-Cal visit rate per
penaficlary has declined between 3004 and 2005, and between 2005 and 2006,

u,___q&&':[ﬂ’ﬂf—c-ﬁgg
DHCS's examinstion of quality of care relies sclely upon data on complaints.! This is 2 meaningless
exarclse. First, DHCS lists numbers of complaints tracked by the Licensing and Certification Division fram
2003 to 2005, showlng an overall increase from 207 to 251. These complaints are not necessariy
related to agencies serving Medi-Cal, or to Medi-Cal patients, or to the relative Medi-Cal patient load in
eachagencys There ls no indication of the severlty of the compiaints, or what, [f any, action was teken.
Alsp, given that total horme-health visits number in the milllons, Itchare are quality problems, Licensing

. and Certification tracking of tess than 300 complaints, s unlikely to ldentify them. Moreover, therals no
** indication that complaints are a significant quality Indicator. ) . '

sacond, DHCS lists complaints to the Board of Registered Nursing, which alse are not restricted to Medi-
Cal, Over the period 2001 %0 2005, these complaints ranged from 13 to 16. Clearly, measuring quality of
cars Involves considerably more than simply counting complalnts, especlally when such complaints
cannct be assaciated with Medk-Cal-participating agencles, fts apparent that the complaint-tracking
system is not eduipped to distinguish the vandltvcrmﬂwpftha reported complalnts.

The DHCS “Rate Review” does not discuss the quailty-of-care Imphications of continuity of care. i the
contextof home-liealth services, continulty of care ivolves the avallability of diréct care personnel (8.8.,
nursesand therapists) that are familier with tndividual patients and their unique needs and problems.
\When access is restricted, there is tikely to be less continutty of care, 358 patient may be shuttted
among various home-health agencies, orthere may be high staff tumover rates within individual,
agencies. in these cases, qualtty of care may be compromised, The relationship betweea continuity of
care and quality In the context of health care ingeneral Is well documented in the iterature.?

Rather than reing solely on complaints data, whichare meaningless; DHCS shoutd have performed an

appropriata assessment of guality of care, One component of such 3 study would Involve examnining the

_ frequency and extent of Med-Cal versus non-Medi-Cal home-hesith patients belng cared forby multiple
staff members in the same occcupational classification.

*gp. cit., pp- 7-10. .
3 qe for example, LW, Saultz and 1. Lochner, “interpersonal Continuity of Care and Care Outcomes, A Critical
Raview,” 3(2), March-Aprl 2005, 159-166; and M.D. Cabisna and S.H. Jes, "Does
Continutty of Care Improve Patient Outcomes?”, | 53(12), Decernber 2004, 574-980. For
home-hulth‘car! specifically, see J.B. Smith, “Competition and Continulty of Care In Home Health Nursing,” Home
Hesitheare Hurss 5{1), lanusry-February, 1891, 523,
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Based on cost report data provided by DHCS (which only Include Medi-Cal participating agencles that
submit Medicare Cost Reports), forall but home-health-alde services, in 2005 Med!-Cal payment rates
covered the costs of less than 4 percent of agencles (sea Table 4), DHCS' rhethodology and assumptions
for defining an efficlent home-health agency are not set forthin ts rpyte Review.” The Medl-Cal ;e
for skllled nursing services coverad the costs of only those agencles whosa costs were less than 83
percent of the medtan; or 46 percent of the median in the case of speech therapy — amounts that ore
clearly inadequate under any definkion of efficiency. By comtrast, 1n setting Megi-Cat payment rates for
skilled nursing faciitles, DHCS has traditionally used the median. R

) ) . TABLE4
'HOME HEALTH AGENCY.COSTS PER VISIY AND MEDI-CAL RATES
2008
. SN HHA oT PT MSS ST

«an Cost per Visit ~ §15910 | $84.73| $177.93 | $171.10 623148 | $190.78
Median Cost per Visit |, $141.43 567.03 | 515150 | $156:13 | $194.26 $171.00
Medi-Cal Rate ~ - $74.85 | $45.75] $71.36]| $68.84 §96,22 | $78.43
Number of Agenclas k] 30f 3 i} - 3, 6
with Cost < Rate ) * )
% of Agenclas with Cost 3.6%§ 159% 7%} . 05% 1.6% 3.7%
< Rate . ! .
Total Number of * - 192 189 181 192 180 163

- | Agencies Reporting

Source! Medicare gmrepondm.oﬂcsmdmwmm

tn updating Medicare payment rates on ai-n annual basis, The Centers for Medicare snd Medicald

. Services {CMS) Telles upoh Its market basket Index, which measures the annual increasa in Input costs

facing home-health agencles, Since the last Med!-Cal payment rate update-in 2000, home-heakth agency
costs, on a mationel basls, have increased 26 percent, according to the smarket basket {ses Table 5).
prtwben 2005 and 2007, they increased 7 percent; thus it Is Nkely the negligible percentages of agencles
that were able to récover their costs in 2005 further declined as of 2007. :

-
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' TABLE §
CMS PROSPECTIVE PAYMENT SYSTEM MARKEY BASKET
FOR HOME HEALTH AGENCIES
2000-2007
Market
Year! Basket
2000{ ©0.805
2001 0941
2002 0.973
2003 1,004
2004 1.035
2005 1.067
2006 1102
. 20074 1138
% Incréase 2000-07 | 25.8%
[Rincrease 200507 | _ 6.7%
Sotirce: CMS Web tte.
'Th'm!_wlm.

‘The 26-percent increise In input costs betwaen 2000 and 2007 llkely understates the cost increases
incurred by Callfornia agenties for two reasons..(1) Caltfornia’s cost of [iving in genersi increased ata
greater rate than the U.S, asa whole over this time period; and (2) Callfornla’s nursing shortagé,
exacerbated by the acute-hospital nurse staffing ratios, implemented In 2004, most likely caused an
Increase Innursing wages beyond that experienced nationally. The market basket may also understote
californis cost increases becsuse between 2000 and 2007, California’s minimum wage Increased 30

* percent, while the national minimum wage Increased only 5.6 percent® White most home-health

agency employees are pald above minimurm wage, the market for relatively low-wage agency employess
may be affected by minimum wage increases. .

The California Alltems Consumer Price Index increased 24,4 percent between 2000 nnd 2007, while the
national Index Increased 20.4 parcent, refiecting a higher inflation rate in Californta.’ Thus, Californla’s
overallinflation rate was 20 percent higher than the national rate over this perfod. Applying this
differential to the market basket increase suggests home heaith agency costs In California Increased
over 30 percent since 2000.

it 1s likely, however, that home-health agency costs In Californla increased at an even graater rate dueto
the nurse shortage exacerbated by the hospital nurse staffing ratios.? As hospitals are forced to bid up

¢ caiifornta Department of Industrial Relations Web site, and €conomic Pollcy Institute Web site. '

7 califarnts Department of Finance Web stte.

2 on the nurse shortage In Calfomia and the impact of the staffing ratics, see, for example; "Govemer Announces
590 miifion Caltfornla Nurse Education Initlative,” Governor's Office, Aprii 15, ; *California’s Nursing Shortage

Crisls wifl Vary by Reglon, UCSF Report Shows,” UCSF News Office, August 22, 2006; *California Forecasts Nursing
. 6
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. wages $o attract more nursing personnsl {both RNs and LVNs) to comply with the new staffing ratlos,
hore-health agencies have to oq_-npelt for nurses, In thiese same *sellars' markets.”

Table § shows annual percentage Increnses in average hourly wages for reglstared nurses (RNs) and

,'-,Ilcensed vocational nurses (LVNs) in Callfornia from 2000 to 2007. Note the particularly large Increases
in 2004, 2005 and 2006 for both occupations, which most Iikely reflect the Impact of the hospital nurse

staffing ratios, Thé 11.5 percent Increase and 9.1 percent increase for RNs and LVNs, respectively, from
2005 to 2007 Is indicative of cost pressures subsequent to the aursing visits cost data presented in Table
4. Since the last Med!-Cal rate Increass In 2000, by 2007 nursing wages slone Increzsed from 29 percent
{for LVNS), to 40 percent {for RNs). Nationally, over the same period, LVN wages Increased 28 percent,
and RN wages 35 percant, further suggesting that the Market Basket data presented In Table 5°
understates the Increases In Input prices faced by Caltfornia heme-health agencies?

TABLE 6
ANNUAL RATES OF INCREASE -
HOURLY WAGES
REGISTERED NURSES AND LICENSED VOCATIONAL NURSES
CALIFORNIA
2000-2007

Year AN VN .
2000 3.8% 15% | s
200L] 3.2%] 15%
2002 42%{ 2.8%
2003 | 32%|  25%| -
2004 7.4% 50% . ,
2005| - 53% 52% :

2006 6.7%| 5%

2007 5% 38%

- [2007/2000 | 39.9% 29.0%

2005/2000| 25.5%] 183%

2007/2005 ] 1159 91% ) - .
Source; “State Occypstional Empleyment and Wage Estimnates. Burssy of Labor
Statistics Web sits. .

The major substitutes for home health services are: (1) added days Inan acute hospital; and (2) skilled
nursing facilities {both freestanding and hospital distinct-part).. To the extent provision of home-hesith
services Is discouraged through inadequate payment rates, MedI-Cal patients are forced to use, and the

-Shordage of 12,000 by 2014," American Scdaty of Registered Nurses, Juria 16, 2007; and “Hospitals Expect Hiring

sares to Meet Nurse Staffing Ratios,” Slficon Valley/Son Jose Bysiness joumal, March 11, 2005.

* vsrate Occupational Employment and Wage Estimates,” Bureau of Labior Statistics Web site.
-7
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program %o pay for, these more expensive substitute services, or go without services altogether. Medl-
Cal has esteblished provisions to update rates for these substitute services,

inpatient acute-care hospitals are pald by Medi-Cal according to elthar negotiatad rates with the
Callfornia Medlcal Assistance Cemmission {CMAC), or are relmbursed based on costs, with some limits,
1n both cases, there are provisions for periodic Increases, alther driven by CMAC negotlations or

incurred costs, °

Hospltal distinct-part nursing facllities are provided an annual updite based on cost data projected to
the rate year, equal to the lesser of projected costs or median projected costs for facliities with Medi-Cal

patient days accounting for more than 20 percent of total patient days,

Untii 2005, freestanding skilled nursing facliities were provided perfodic Medi-Cal rate updates based on
median calculations of profected costs. They are currently pald based on facifity-specific costs.

Among these post-acute services, only home-heaith s not provided a process for perlodically updating
Medi-Cal pdyment rates, And lronically, home-health services sre In general the least costly of these

post-acute services.

n sutharizipg home-health services under the Home and Community Based Services (HCBS) Waiver.or -
services related to Early Périodic Screening Dlagnosis and Treatment (EPSDT}, which combined account

for approximately 85 percent of sl Medl-Cal home-heslth expenditures, a demonstration must be made
on 3 case-by-case basis that the services te be authorized are not more costly thaty skilled nursing facility
services ("cost neutrality*). |fthese less costfy services are not avaliable due to agencles restricting their

Medk-Cal participation, the altemative is more costly Inpatient services.

The non-waiver, hon-EPSDT services are primarily home visits by nurses; home-heatth aldes; physical,
oecupaﬂuml and speech therapists; and medical social workers, They are of short duration, 2nd don't
approach the costs Involved In inpatient care. -

Thus, the Medi-Cal program is protected by authorization criterfa based on cost neutrality, In addition,
at feast one.recant study provides empirical evidence that state HCES programs may prevent of delay
nursing home admission for those with itmited famlly care-giving resources.®® Also, The National
Association for Home Care & Hospice tabuiates comparisons hetween monthly costs in hosgitals snd
home-health agencles for seven conditions that can be treated in both settings, showing home-care

il

¥y, Muramatsy, H. Yin, R.T. Campbefl, R Hoyem, M.A, Jacob, and ¢.0. Ross, “Rlsk of Nursing Home Admission
Among Older Americans: Does States’ $pending on Home-and Community-Based Services Matter?, The Joyrmaly

of Gerontology, 628{2), May 2007, pp. 169-178.
’ "B
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savings for gach.t* Thus, restricting access to home l.tealth services does not appear to be a cost

gffective strategy.
SUMMARY OF COSt AND RATE FINDINGS

Home-heglth-agency costs have Increased substanttally since the last Med!-Cal rate increase in 2000,
This Ihcrepse reflects general inflation, as well as added inflation in wages-for nurses reflecting the nurse
shortage exacerbated by hospital nurse staffing ratios Implemented n 2004, In 2005 Medi-Cal rates for
home visit services allowed a negfigible number of agencies to recover thelr costs, and were sat at

approximately one-haif median costs.

The DHCS strategy of freezing home-health agency rates at thelr 2000 levels fies in the face of its
sarvice aqthortntion criteria under the HCBS Walver and for ESOT sarvices, which require cost neutrafity
between home heaith services and alternative post-acute services; generally more-costly inpatient
skllled nursing facilities. Through effectively cutting real l.e, inflation-adjusted) rates by 3 percent 1o 4
percent annually since 2000, DHCS has causad Sccess to these jess costly home health services to
decline. Atthe same time, the providers of the more costly substitute post-acute services (primarily
freestanding and hospital distinct-part skilled nursing faciities) sre afforded periodic rate updates,

by producing Attachment 30 t ifs “MedkCal Home Health Rte Review,” DHCS has shown that It hes
had avaltable cost data on home heaith agencies since ot least 2000 that could have formed the basls for

annual rate studles, Yet ft has filled w conduct any such studles.

..August&m 2 4& .
. B

Sacramento, callfornla

5 #ggsic Statlstics About Mome Care, Updated 2008," The National Association for Home Care and Hospice, 2008,

page 18.
9.
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