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- Background Paper -
Summary

This program, currently structured as a Medi-Cal optional benefit, provides services to over 33,000 Californians.  ADHC services are a critical component in the state’s long term care continuum.  However, the program’s rapid growth in recent years has also raised issues about reimbursement levels, eligibility, regulation, and oversight.  

In response to a directive from the federal Center for Medicare and Medicaid Services (CMS), the State Department of Health Services is now developing a proposal to restructure the ADHC program under a federal waiver.  This raises serious policy issues that will be considered by the Legislature.  

I.  Program Introduction: What is the Adult Day Health Care Program?

Adult Day Health Care (ADHC) is a community-based day program which provides nursing, physical therapy, occupational therapy, speech therapy, meals, transportation, social services, and personal care activities and supervision for low-income elders and younger disabled adults who are at risk of being placed in a nursing home.  In an ADHC program, participants can obtain many services in one location.  Particularly for those with mobility challenges, this “one stop shop” for health care results in better compliance with therapy, medication, nutrition, and exercise regimens.  

The mission of ADHC services is to delay or defer the placement of individuals who might otherwise go into nursing homes or other more costly forms of care.  With an average monthly cost of approximately $780 per month, ADHC is far cheaper than the $3,400 monthly Medi-Cal cost of a nursing home.  

Under Medi-Cal, individuals can participate in ADHC from one to five days per week, but usually average about three days a week.  Medi-Cal authorizes the number of days per week an individual may attend and reimburses services on a per person, per day basis.  ADHC participants must be approved by a Medi-Cal field office using a “treatment authorization request” or TAR process for the ADHC facility to receive Medi-Cal reimbursement. 

The ADHC program is currently structured as a Medi-Cal optional benefit.  It provides services to over 33,000 individuals.  The Governor’s 2004-05 budget proposes $180.5 million (GF) for the program.  

Since 1993, ADHC rates have been governed pursuant to a court settlement agreement.  Under the terms of the agreement, Medi-Cal reimbursement rates were set at 90% of the statewide weighted average for Nursing Facilities-As (NF-As), formerly known as intermediate care facilities.  For 2003-04, the ADHC daily rate is $69 per participant per day.  (The rate for skilled nursing home care – the ‘NF-B’ rate – is $118 per day.)

There are over 300 ADHC sites throughout California with the largest concentration in Los Angeles County.  The centers serve between 40 and 200 people per day.  Over 60% of these centers are operated by for-profit agencies. 

ADHC sites are licensed by the Department of Health Services (DHS) and certified by the California Department of Aging (CDA).  
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ADHC Eligibility

To be eligible for ADHC services, recipients must be 18 years of age or older and meet all of the following conditions (CCR, Title 22 Section 54209): 

· Have a medical condition that requires treatment or rehabilitative services prescribed by a physician.  The medical condition may be a physical or psychiatric disability.  

· Have a physical or mental impairment that handicaps activities of daily living but is not so serious as to require 24-hour institutional care, except for residents of Intermediate Care Facilities for the Developmentally Disabled (ICF/DD-H).  

· There must be a reasonable expectation that preventive services will maintain or improve the present level of physical and/or mental functioning.  

· There must be a high potential for further deterioration and probable institutionalization if ADHC services are not available.  

II.  How Fast is the ADHC Program Growing and Why?  

As shown in Table 1 below, ADHC statewide caseload grew 250% between 1998-99 and 2002-03.  In Los Angeles County, it grew 548% during the same period.  

Table 1.  

ADHC Caseload Growth: Statewide and Selected Counties

	
	Statewide
	Los Angeles
	Orange
	Sacto
	San Diego
	SF
	Alameda

	1998-99
	9,627


	3,230


	628
	456
	695
	1,312
	638

	2002-03
	33,697


	20,915
	1,037
	454
	2,112
	2,204
	994

	% Change
	250%
	548%
	65%
	0%
	204%
	68%
	56%


As seen in Table 2, expenditure growth statewide increased by 395% between 1998 and 2002; in Los Angeles, it increased by over 1,000%.  Moreover, the cost per case increased by 41% statewide and 70% in Los Angeles.  

Note:  Although LA has grown faster than the statewide average, LA also started at a lower base.  In 2002, the actual cost per case in LA was only $400 more than the statewide average.    

Table 2.  

ADHC General Fund Expenditures and Per Case Costs  

1998 to 2002 (Calendar Years) 

Statewide and Los Angeles County

	Calendar Year
	Statewide
	Statewide Cost Per Case
	Los Angeles
	LA County Cost Per Case

	1998
	$41,431,001
	$4,303.63 
	$12,287,425
	$3,804.16 

	1999
	$62,090,970
	$4,193.64 
	$26,898,340
	$3,536.93 

	2000
	$100,884,943
	$5,962.11 
	$59,579,411
	$5,880.32 

	2001
	$148,377,780
	$5,775.03 
	$93,623,431
	$6,188.34 

	2002
	$205,046,452
	$6,085.01 
	$135,623,603
	$6,484.51 

	% Change
	395%
	41%
	1,004%
	70%


Several factors are driving the growth in the ADHC program:

(a) Aging Population.   Between 1998 and 2002, California’s over 65 Medi-Cal caseload grew by 17%.  Since 80% of ADHC caseload is 65 years or older, some of the rapid increases in the program could be explained by the underlying growth in the state’s senior population.  In addition, a period of rapid growth could be expected as program capacity “catches up” with existing need.  

(b)  Program Structure – Inclusion of For-Profits.  Policy change allowing for-profit agencies to become ADHC providers is also related to the rapid growth of the program.  Prior to 1995, for-profits were not allowed to operate ADHC centers.  This changed with legislation authored by Senator Mello (SB 1492).  The California Association of Health Facilities sponsored the bill for the purpose of seeking “to remedy the slow growth of adult day health care services.”   

By June 2003, there were 316 licensed ADHC sites, up from 135 five years earlier.  As seen in Table 3, most of these centers are operated by for profit agencies.  The percentage of for-profits is more pronounced in Los Angeles County, where most of the program growth has occurred.  

Table 3.

Percentage of “For Profit” ADHC Providers

	Fiscal Year
	Statewide
	Los Angeles

	1999-00
	37%
	70%



	2003-04 

(as of 11/03)
	63%
	84%


(c) Eligibility Criteria.  ADHC centers are intended to optimize the health and self-care of frail, elderly, and impaired adults, 18 years and older, and to prevent inappropriate or premature institutionalization in long term care facilities.  Applied narrowly, eligible clients are those with “one foot in a nursing home.”  A broader interpretation would allow ADHC services for clients who need help keeping “both feet out of a nursing home.”  

The process for determining eligibility begins at the ADHC center where an interdisciplinary team develops an assessment and an Individual Plan of Care (IPC).  The team will likely include a social worker, nurse, physical therapist, occupational therapist, and speech therapist.  In addition, the social worker will make a home visit to assess the individual’s home environment.  The next step requires the Medi-Cal field office to approve each TAR submitted by the ADHC.  This requirement gives the Field Office control over both eligibility and level of service (e.g., number of days per week).  However, there are concerns as to whether the Medi-Cal Field Offices have the tools and the staff they need to review the TARs and make appropriate decisions.  

(d) What about Fraud?  Some have suggested that fraud is another factor related to ADHC program growth.  Examples of fraud could include billing for services not provided (e.g., the participant’s record of service indicated therapy was provided on a Wednesday and there was no therapist on site that day) or billing for more services than authorized by the TAR (e.g., billing for five instead of three days).  As of January 2004, about 92 centers have been referred to investigation for these types of violations and all are “first time offenders.”  Only two centers have been suspended.  About $200,000 has been collected from the centers for overpayments.  

There is also the concern that for-profit centers are aggressively recruiting and seeking eligibility for new participants in order to maximize revenues, there is a dispute about whether this can be considered a fraudulent activity.  

III.  Oversight and Regulation Issues

As noted in a recent report by the Bureau of State Audits (BSA), the state’s oversight of ADHC involves overlapping efforts between the DHS and CDA.  

The Licensing and Certification Division of DHS conducts onsite reviews to ensure that providers meet state regulations for legally operating a facility.  The Department of Aging also conducts onsite certification reviews that are necessary for the facility to receive Medi-Cal and/or Medicare funding.  

DHS and CDA use two different sets of regulations for guidance in their separate reviews, but many regulations in the two sets overlap, creating duplication of efforts during the onsite reviews, and may unnecessarily burden ADHC providers.  Increasing the potential for additional duplication, certain Health Services’ Medi-Cal field offices conduct separate onsite visits to some centers and may find noncompliance with many of the regulations already reviewed during the licensing and certification visits.  

IV.  The Long Term Care Continuum 

ADHC is part of the state’s long term care continuum.  As noted earlier, it is intended to provide community based services to prevent or avoid institutionalization in a nursing home.  In addition to ADHC, the continuum includes the following major state-funded programs:  

· Skilled Nursing Facilities.  As can be seen in the chart below, nursing home capacity has remained remarkably flat over the past ten years with about 114,000 beds.  Since 80% of nursing home residents are over 65, and 38% are over 85, this is impressive particularly when compared to the rapid growth in the state’s senior population.  Overall, California’s per capita use of nursing homes is ranked 45th in the country.

Nursing homes have also maintained a consistent vacancy rate of about 12%.  Not all of these beds are necessarily available for Medi-Cal patients.  Nursing home administrators typically will seek a mix of public and private pay patients because Medi-Cal reimbursements are low.  Even so, the California Association of Health Facilities (CAHF) loosely estimates that nursing homes bed vacancies could accommodate as many as 10,000 more Medi-Cal patients statewide.  

It is likely that the availability of community-based alternatives has contributed to the flat growth of SNF beds.
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· In Home Support Services (IHSS).  This program provides homemaker, personal care, and paramedical services to low-income aged, blind, and disabled Californians.  About two-thirds of the caseload of 329,000 are 65 or older.  The average annual cost to Medi-Cal for an IHSS client is approximately $5,800.  The median utilization is about 20 hours per month.  

Eligibility and the number of authorized hours are made by a county social worker who uses a uniform assessment tool to determine the recipient’s ability to perform various physical and mental functions necessary for independent living.  

About half of ADHC participants also receive IHSS services.  However, there is no formal system for coordinating services other than through due diligence of the respective program staffs, who should be ensuring that IHSS workers aren’t showing up for work at the same time the client is at the ADHC.  Both programs also do their own assessments.  

It is important to note that IHSS is not set up to provide skilled in-home care, training and therapeutic services, or professional service coordination – services that might be needed for some people to remain in their home and out of an institution.  

· Multipurpose Senior Service Program (MSSP).  Local Multipurpose Senior Service Program (MSSP) sites provide social and health care management for frail elderly Medi-Cal clients who are certifiable for placement in a nursing facility but who wish to remain in the community.  This social and health care case management program must be provided at a cost lower than that for nursing facility care.  MSSP site staff make this certification determination based upon Medi-Cal criteria for placement.  The program operates under a federal Medicaid Home and Community-Based, Long Term Care Services Waiver.  It began in 1977 with eight sites, and has expanded to 41 sites statewide.  It serves approximately 12,000 clients per month.  


The average per-client budget is approximately $3,800.  Only about 5% of ADHC participants are also receiving MSSP.  

· Linkages.  This case management program services both elderly adults and adults with disabilities.  There are no income criteria for clients, but they must have some difficulty with completing their daily activities to qualify for the program.  There are 36 Linkages sites located throughout California.  Each site serves approximately 100 elderly adults or adults with disabilities.

Since many non-Medi-Cal eligible seniors who end up in a nursing soon become Medi-Cal after exhausting their personal financial resources, Linkages makes the argument that they are saving the state money by keep these potential cases out of nursing homes.  

· Program of All-Inclusive Care for the Elderly (PACE).  PACE is a genuine attempt to provide integrated long-term care services – including adult day health care.  The model was pioneered by On Lok Senior Health Services in SF.  The goal is to reduce fragmentation of services and effectively integrate acute and long-term care into a single, seamless system, while saving money for Medicare and Medicaid through a capitated rate.  

To be eligible for PACE, an individual must be: (1) Medi-Cal and Medicare eligible, (2) age 55 or older, and (3) have a medical condition that requires nursing home level care.  There are fourteen PACE sites in California serving approximately 1,600 enrollees.  

PACE contractors provide their enrollees with the full range of long term care services including: all hospital care, emergency care, nursing home care (short-term/transitional care as well as long-term custodial care), all medical care, all medications, X-rays, lab, rehab therapy, adult day health care, in-home support  services, durable medical equipment, social services and psychological counseling, in-home housekeeping, and chore services (laundry, meal prep, etc.).  The services are designed to be completely comprehensive in nature.  

· Nutrition Services.   The CDA administers nutrition services funded by the federal Older Americans Act and state general fund dollars through the network of Area Agencies on Aging.  They serve Californians 60 years of age or older, with preference given to those in greatest economic or social need, and to low-income multi-ethnic individuals.  Participants are provided an opportunity to contribute to the cost of the meal.


Congregate Nutrition Services provide meals in a group setting. Services also include nutrition and health promotion education, and opportunities for socialization. People eligible for Title III C-1 nutrition services are 60 years of age or older, individuals with a handicap or disability who meet specific criteria, spouses of eligible participants regardless of age, and volunteers who provide needed services during meal hours.

Home Delivered Meal Services are available to people, age 60 or older, who are homebound by reason of illness, incapacity, or disability, or who are otherwise isolated. Because homebound meal recipients are typically older and frailer, they are usually referred to the program by a hospital, a family member, or other referral service.

The Olmstead Decision 

Prompted by the June 1999 U.S. Supreme Court decision L.C. & E. W. vs. Olmstead ("Olmstead"), the state has been seeking alternatives to institutional care.  In the Olmstead case, the U.S. Supreme Court ruled that keeping persons institutionalized who could transition to a community setting constituted discrimination under the Americans with Disabilities Act (ADA).  For many of their clients, ADHC centers offer an alternative to the institutional care provided in nursing homes and thus allow them to be cared for in a community setting as required by the Olmstead decision. 

Under Title II of the ADA, said Justice Ruth Bader Ginsburg, delivering the opinion of the court, "states are required to place persons with mental disabilities in community settings rather than in institutions when the State’s treatment professionals have determined that community placement is appropriate, the transfer from institutional care to a less restrictive setting is not opposed by the affected individual, and the placement can be reasonably accommodated, taking into account the resources available to the State and the needs of others with mental disabilities…"

V.  Federal Medicaid Waiver

In December 2003, the Center for Medicare and Medicaid Services (CMS) directed the state to submit a proposal by December 31, 2004 to add the ADHC benefit “to an existing home and community based waiver or as part of the service package for a new waiver.”  Specifically, CMS raised concerns about the ADHC rate methodology that provides a daily rate for an array of “bundled” services.  

A federal Medicaid waiver is a contract between CMS and the state containing assumptions, program design, and assurances relative to cost neutrality.  A waiver cannot cost more than what the state would have spent for institutional services in the absence of a waiver. 

As of this writing, discussions on the federal waiver request and the development of a waiver proposal are ongoing.  
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		Data used for California Elderly Population and SNF Bed Capacity chart

		FYend				from DOF website																																				from utilization

		Year				population over 75 *		population over 85 *		SNF beds **		occupancy**		Occupied SNF beds																												beds		total days				occupied beds

						85+ Pop.		SNF Beds		Occupied SNF Beds																																0.122528		38.066023		0.8511562579		0.104290474

				1991-92		262,993		114,730		101,299																												0.123932		38.539537		0.8519815109		0.1055877726

				1992-93		272,132		114,698		101,550																												0.125847		38.931006		0.8475393963		0.1066602904

				1993-94		280,987		114,231		101,806																												0.126436		38.876921		0.842419187		0.1065121123

				1994-95		292,376		114,116		101,804																												0.127555		39.306735		0.8442607889		0.1076896849

				1995-96		303,321		113,350		99,987																												0.128487		39.351989		0.8391017651		0.1078136685

				1996-97		322,654		115,128		100,508																												0.129388		38.752659		0.8205681245		0.1061716685

				1997-98		339,071		114,376		99,398																												0.12908		38.722925		0.8218949913		0.1060902055

				1998-99		356,731		115,350		100,314																												0.129016		38.140615		0.8099370281		0.1044948356

				1999-00		373,123		115,293		99,160																												0.12919		38.177931		0.8096375202		0.1045970712

				2000-01		391,342		114,712		99,342

				2001-02		406,957		114,423		100,062

		*  Source: Data files 1990.txt ... 2002.txt from dof.ca.gov/newdr/    as of 11/10/2003.

		** From OSHPD LTC cost reports for facilities reporting SNF days, OSHPD years 15-26.   Occupancy = total days divided by total bed-days.

		Because some cost reports ending in 2002 were not yet available,  DHS ACLAIMS data for 2001 and 2002 was used to estimate

		the drop in bed count from 2001 to 2002.

		Prepared by: CAHF Information Resource Center [e:\census\census.sas, 11/10/2003]

																				*  Population data from Department of Finance website.

																				**SNF beds & occupancy from OSHPD LTC cost reports 1992-2002.
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