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FEDERAL MEDICAID WAIVER FOR ADULT DAY HEALTH CARE

Although ADHC has been an approved Medi-Cal Optional Benefit for 25 years, the Center for Medicare and Medicaid Services (CMS) recently 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.” 

Consequently, in its May Revision, in addition to the Medi-Cal Redesign Waiver proposal, the administration indicates it will withdraw the Governor’s original budget proposal for ADHC and seek Legislative authority to convert ADHC into its own 1915 (c) waiver. While CAADS and other advocates for the elderly believe that as a matter of public policy this decision poses great risk to the ADHC model, CAADS is actively assisting the administration in crafting the waiver because of CMS’ directive to the state. 

Transitioning to a waiver program will create great risk to frail elders if this conversion proceeds without sufficient forethought. If program and fiscal assumptions are incorrect and ADHC centers close, the state will incur higher state costs because a number of displaced frail elders will end up in nursing facilities or other 24-hour settings. Virtually every facet of the ADHC program and the state’s oversight processes will require transformation change to conform to waiver assumptions and parameters. This is why CAADS and advocates believe that the current CMS timetable is utterly unrealistic. At least six to twelve months beyond the December 31 deadline are needed to analyze data; design a new rate methodology; redesign the prior authorization system; change claims billing computer systems; develop and test a new program design; project the impact on existing programs; and train state staff and providers. 

· Rushing a change of this magnitude in just six months after 25 years as a Medi-Cal benefit, will lead to chaotic implementation.

· There are significant economic, fiscal, community, and family consequences if programs close or are thrown into financial turmoil due to inadequate planning and transition time.

· The still evolving Medi-Cal Redesign waiver; the managed care proposals for aged, blind disabled; existing 1915 (c) waivers; and other reform proposals that will emerge from the California Performance Review Commission each interact with the ADHC program redesign and have significant implications for future home and community based system development.

· ADHC conversion from a benefit to a waiver has not been done in any other state.  Five other states that include ADHC as an optional benefit eventually will be impacted by what California does—for better or worse.
RECOMMENDATIONS FOR BUDGET ACTION

1. Reject the Governor’s budget, as introduced.

2. Reject trailer bill as the vehicle to provide authority for converting ADHC to a waiver, and instead, 
3. Direct DHS to work with CAADS and stakeholders to develop the statutory framework and authority for a waiver in SB 1845, Perata.

4. Support CAADS’ effort to secure additional time from CMS to redesign the adult day health care model during the time that a moratorium on new providers is in effect.

5. Support the moratorium proposal alternative contained in SB 1845, Perata. 
WHAT DOES THE WAIVER MEAN FOR PEOPLE AND PROGRAMS?

A federal Medi-Caid waiver allows the state to vary from the existing Medicaid rules governing Medi-Cal services, with CMS approval. The waiver document is a contract between CMS and the State of California containing the assumptions, program design and assurances relative to cost neutrality. A waiver cannot cost more than what the state would have spent in the absence of a waiver for institutional services. 

Although the waiver proposal is not fully developed at this time it is clear that the adult day health care model will be changed significantly for the first time in 25 years.

The CMS requirement that all skilled services be accounted for and reported using new HIPAA procedure codes changes the underpinning of the current model. ADHC is based on an all-inclusive services and rate model, not unlike nursing homes. The proposed model will eliminate the efficiency of a daily “bundle” of services and daily rate and require accounting for each service provided to each participant during the day. This means that every facet of the program will change along with the following DHS systems: Regulation development; rate development; payment systems; prior authorization systems; licensing and certification system; audits and investigation system. As each of these components is changed, providers’ day-to-day operations; billing; management and computer systems will have to be changed to conform to new requirements or methods. At minimum, providers will change how they conduct:  case finding;  intake and assessment; clinical planning related to plans of care;  record-keeping; day-to-day clinical operations;  budgeting and financial management; electronic billing and management information systems. There will be a significant unreimbursed cost incurred to comply with these changes. 

CAADS offers the following principles and areas of risk for the Legislature’s consideration during upcoming budget and policy discussions:

PRINCIPLES FOR AN ADHC WAIVER BENEFIT

ADHC is a key component of the home and community based delivery system designed to prevent or delay institutionalization, manage chronic conditions, and prevent overutilization of more expensive health care settings, while supporting spouses or families in keeping loved ones in the community. As such, it is a necessary and core service for implementing the Olmstead Decision in California. In redesigning the ADHC benefit these core principles must be preserved:

1. Eligible Medi-Cal beneficiaries must be entitled to access the adult day health care benefit under a waiver redesign.

2. The ADHC waiver should be designed in such a manner that does not preclude beneficiaries from accessing other waiver or state plan services.

3. Waiver eligibility should not contain disincentives to serve special populations such as persons with Alzheimer’s disease or other dementia, or persons with mental illness or developmental disabilities.

4. Waiver redesign should contain incentives to serve individuals who would otherwise be served in more expensive settings for episodic care or for long term care.

5. Waiver redesign should not result in a net increase in administrative overhead for the state or providers.

6. A rate methodology should bear some relationship to cost of providing the waiver services.

7. Prior authorization function (TARs) should be centralized at headquarters or one field office to facilitate consistency, training and oversight. All other waivers are centralized at DHS headquarters. (ADHC would be the first waiver program delegated to the field offices).

RISKS

Stability of providers will be threatened by unpredictable government decisions about care and services.

Requiring Medi-Cal Field Office approval for each service will result in increased administrative overhead because providers and Medi-Cal nurses will disagree about the medical necessity for each service as well as for number of days requested per week. The lack of adjudication consistency between and within field offices is a well known fact. The risk for Medi-Cal to micromanage clinical care will be greatly increased. Providers will find it difficult to predict program, staffing and financial needs because every six-month participant reassessment or each new admission could result in a different menu or intensity of service being approved.

Developing a new rate methodology without regard to cost or impact on existing providers creates potential for disaster unless sufficient time is taken to test assumptions

The state has not conducted cost studies for ADHC in over a decade. Consequently, there is no “valid” data on which to develop a rate. Federal rules require a reasonable rate methodology. Appropriate and responsible testing of a new rate methodology must be part of the waiver redesign plan.

Payment system changes will be complex

The CMS requirement that all skilled services be reported with HIPAA compliant procedure codes means that the ADHC program will be on a faster track than most of Medi-Cal for procedure code conversion. This will require computer re-programming, EDS billing manual changes, commercial software changes, and training for all those involved in billing. At the provider level, billing and day-to-day operations will become more complex and the potential for mistakes will increase greatly. There may be a disincentive to accept harder to care for individuals because of the uncertainty of what services Medi-Cal will approve.  

Undermines long term care integration efforts unless redesign is part of a larger policy 

DHS has informed CAADS that clients in any other waiver program will be unable to access adult day health care as a waiver program. For example, MSSP clients would be unable to attend ADHC because MSSP operates under a 1915 (b) waiver. IHSS residual program as a waiver program may also preclude individuals from receiving adult day health care services. This further fragments the care system and undermines California’s efforts to integrate services for elders.

Medi-Cal Redesign and other proposals unclear as to aged, blind and disabled

Without more clarity as to the policy direction the Legislature is taking as regards system redesign and federal waivers for the aged, blind and disabled population, the ADHC program redesign will operate in a policy vacuum and could produce unintended consequences for access to ADHC services for aged, blind and disabled populations. 

A statewide moratorium will be enacted and likely lead to litigation if not handled properly 

Under the administration proposal, there will be a moratorium on new applications as well as applicants currently in the licensing “pipeline” who have invested millions in private capital to comply with physical plant and staff requirements. 

CAADS WILL PROPOSE SPECIFIC POLICY RECOMMENDATIONS ON MAY 12
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