Wisconsin Association of Homes and Services for the Aging, Inc.
204 South Hamilton Street « Madison, Wisconsin 53703 » 608-255-7060 « FAX 608-255-7064

November 12, 2009

To: Representative Peggy Krusick, Chair
Members, Assembly Aging and Long-Term Care Committee

From: John Sauer, Executive Director

Subject:  Family Care Informational Hearing

Good morning Madam Chair and members of the Committee. My name is John Sauer and I
serve as the Executive Director of the Wisconsin Association of Homes and Services for the
Aging (WAHSA). Thank you for the opportunity to share comments and observations on the

Family Care program from the perspective of the non-profit long term care and senior housing

provider community.

My comments generally will address three issuespz (1) The unsustainability of Medicaid,
including Family Care; (2) The financial assumptions and challenges within the current Family
Care program; and (3) Family Care operational and administrative issues. In recognition of the
time constraints imposed for today’s informational hearing, I will keep my comments necessarily
brief. Should you require additional information, I would be happy to provide follow-up material

to the Committee.

Before addressing the Family Care program, some background on WAHSA’s views on long term
care reform may help place my comments in the appropriate context. The issues raised today
should not be interpreted as reasons to oppose the Family Care program or its goal to reform the
long term care delivery system. In fact, nearly fourteen years ago, the WAHSA Board of
Directors unanimously approved a resolution to seek a redesigned system which "maximizes an
individual's choice of services, providers, and care settings as long as such care is necessary,

meets a minimum Jevel of quality standards and is cost-effective..... Further, the redesigned
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system should integrate acute and primary care, long term care, and supportive services in order

to prdvide, finance, and manage the healthiand long term care needs of clients.” {See: Long Term

Care Redesign: WAHSA's Vision of a New System, www.wahsa.org/ltc.him} Thus, as it did in
1996, WAHSA. supports Family Care’s goals to eliminate waiting lists, promote consumer

choice, and offer cost-effective, high quality, care and services.

The Unsustainability of Medicaid

Family Care-- a subcomponent of Medicaid-- is a program that helps manage long term care
costs; it does not help finance these costs. As Wisconsin aggressively moves towards statewide
implementation of Family Care, we are building a public assistance program that, under the
current “pay-as-you-go system,” is financially unsustainable. An endless number of respected
public policy wonks and analysts have concluded that the demographic silver tsunami will fuel
Medicaid expenses that will far outpace a State’s ability to pay. The reality is the aging Baby
Boomers will help push Medicaid long term care costs to double by 2025 and increase five-fold
by 2045 (see chart below). So, while Family Care strives to ensure that Wisconsin spends its
long term care dollars effectively, it does not help fund the cost 6f care and services. Unless a
new financing mechanism is created, States simply will not have sufficient resources to pay the
Medicaid bills. States cannot be expected to address this fiscal challenge via intergovernmental
transfers, bed taxes or 6ther short-term, limited strategies. This challenge demands a bold,

innovative approach.
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The American Association of Homes and Services for the Aging (AAHSA), our national non-

profit affiliate, and 100 national consumer, provider and faith-based organizations are advocating



. for passage of the Community Living Assistance Services and Supports (CLASS) Act of 2009
(S. 697, H.R. 1721). This legislation would create a broad-based national insurance trust with
premiums that provide cash benefits to pay for long-term care expenses, allowing baby boomers
to pre-fund their long-term care needs, helping alleviate state budget burdens, and providing

individuals with the services they need. (For more information on this initiative, please visit:
www.thelongtermcaresolution.org/home.aspx and www.aahsa.org/classactqa.aspx)

The CLASS Act was included in the health care legislation recently passed by the U.S. House of
Representatives and is now being considered by the U.S. Senate. WAHSA respectfully urges
Committee members to learn more about the CLASS Act and ask Senators Feingold and Kohl

to push for its adoption in the Senate.

Family Care Financial Assumptions and Challenges
Early reviews (evaluation) of Family Care suggested that Family Care:

“....saved an average of $452 per person per month in total Medical Assistance
expenditures in the four non-Milwaukee counties during 2003 and 2004. It did so by
helping people stay healthy and more independent in their homes and communities.
Family Care also saved money in Milwaukee. Because of these savings, Family Care
can be expanded within the existing budget and serve people now on waiting lists.”

(see: http://dhs. wisconsin. gov/managedltc/generalinfo/pdf/fcfactsheet.pdf)
WAHSA and other advocacy organizations have long questioned the State’s assertion that it is
possible to expand Family Care statewide and serve over 11,000 individuals previously on the
long term care waitiﬁg list, without increasing the Medicaid budget. Even the early reviews noted
that the projected monthly savings in Milwaukee County, in which nearly 60% of all Family
Care pilot enrollees resided, were far less ($55 per enrollee) than in the other pilot counties. As
the Family Care program matures and more counties are covered, many program observers are

not surprised enrollee acuity and related expenses are significantly increasing.

The testimony offered earlier today by Family Care Managed Care Organization (MCO) officials
undoubtedly highlighted the financial struggles facing many of these organizations. These fiscal
struggles are further documented by the attached six-month revenue/expenditure report prepared

by the Department of Health Services (DHS).



Given the documented fiscal pressures facing -the Family Care program, providers are
understandably concemned how budgets will be balanced and savings generated. As such,
WAHSA offers the -following observations/questions the Committee may wish to evaluate and

pursue:

> Is it realistic to expect Family Care to deliver the level of savings originally projected?
Should the Legislative Audit Bureau be asked to review or update the evaluation of

Family Care?

» WAHSA understands that the capitation rates paid to the MCOs are significantly based
on the operational and fiscal experience of the original five Family Care pilots. As
Family Care expands throughout the State and the needs of enrollees increase, is it
reasonable to expect'the MCOs to keep their expeﬂses for direct care and services in line
with the cost assumptions developed several years ago? For example, it appears that
acuity/service needs and workforce shortages are causing MCOs to more heavily rely on
congregate care settings (CBRFs, RCACs and Adult Family Homes} compared to five
years ago. Assuming enrollees are appropriately placed in congregate care settings, are

the MCO capitation rates adequate to purchase quality care for these enrollees?

> Our understanding is that the more experienced MCOs are seeing an increase in nursing
home utilization. Is this true and, if so, how has this trend impacted the Family Care

budget and capitation rates?

> The debate continues on the program and fiscal benefits of Family Care-Partnership
versus Family Care. The former integrates Medicare and Medicaid acute, primary and
long term care funding under a managed care program. Many long term care experts have
indicated that this approach enables the MCO to better manage the enrollee’s overall
health and fong term care needs and appropriately creates more comprehensive incentives
for the MCOQ to contain costs. Should the cost-effectiveness of Family Care-Partnership
be evaluated compared to Family Care? What are the estimated enrollment projections
for these programs? What incentives, if any, are being considered to expand Partnership
MCOs?



Family Care Operations and Administration

A critical component of the Family Care program remains the direct care and support staff that
actually serve and care for the publicly-funded clients. From our perspective, therefore, a
measure of Family Care’s success lies in its ability to contract with providers for the delivery of
high quality, cost-effective care and services. As WAHSA members gain experience with

Family Care, we are paying particular attention to a number of issues:

> DHS and MCOs have expressed concern over the rising costs attributable to purchasing
residential care for Family Care enrollees. DHS officials have announced that all MCOs
will be instructed to utilize an approved residential rate-setting methodology, effective
January 1, 2011. Providers obviously are concerned that this methodology will not
adequately reimbursement them for their staffing and operating costs. One provider
already has been notified that its 2010 rate will be cut by 30%, with no documentation
given to justify this rate cut. Further, recently one MCO sent a written notice to all
residential care providers announcing a rate freeze for 2010. Will the DHS capitation
rates force the MCOs to utilize providers with low staffing, wages and benefits? How
will the MCO and DHS ensure that a sufficient number of high quality providers remain.
in the MCO’s provider network?

> If an MCO seeks to reduce assisted living reimbursement rates, it is possible that some
providers may opt out of the Family Care program. How will the MCO address the need

to relocate enrollees (contract termination, notice to residents, and transportation)?

> Given the current fiscal challenges facing a number of MCOs, providers have asked what
safeguards are in place if an MCO fails to meet its reserve or solvency requirements and

is unable to pay for the cost of care and services provided to enrollees?

» Some MCOs are requiring providers to provide additional fiscal and program reporting in
a different format or beyond the level already mandated by existing provider-specific
rules or regulations. No additional payment is available to cover these costs. Added
administrative burdens force providers to redirect finite resources away from resident

care and services.



» WAHSA providers have first-hand accounts of individuals in need of nursing home care
being counseled to remain on the Medicaid fee-for-service system until they can be

served in a non-nursing home setting.

»> Many providers, including all nursing homes, utilize an internal interdisciplinary team to
comprehensively assess and develop a care plan for each resident. The work of this team
too often is duplicated or ignored by the MCO’s care management team. WAHSA
members have requested the MCOs avoid costly and redundant assessment and care
planning sessions and to better coordinate resident meetings with staff. For example,
WAHSA members believe it is unlikely that an MCO’s care team will adeguately capture
a resident’s full range and scope of care and service needs in a 90 minute assessment
compared to that documented by the nursing home staff which may have observed this

individual over the course of several days or weeks.

In closing, I wish to note that WAHSA members have a respectful and productive working
relationship with the DHS and MCOs. The issues and observations identified above are offered
to help all parties address the difficult challenges facing the Family Care program. WAHSA. will
continue to work on improving the Family Care program and remains committed to its goals of
respecting consumer choice, operating cost-effectively and offering high qudlity care and

services.

Thank you for the opportunity to speak with you today.
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The Wisconsin Association of Homes and Services for the Aging (WAHSA) is a statewide membership association of
190 not-for-profit long-term care organizations. WAHSA members own, operate, and/or sponsor 183 not-for-profit
nursing homes, of which 37 are county owned and operated, 9 facilities for the developmentally disabled (FDD), 77
community-based residential facilities (CBRF), 63 residential care apartment complexes (RCAC), and 116 senior
apartment complexes/retirement homes for the aged, as well as over 300 community service programs ranging from
Alzheimer's support, homecare, child and adult day care, and hospice to Meals on Wheels. WAHSA members
employ over 38,000 dedicated staff which provide care and services to over 48,000 residents/ tenants/ clients.
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