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An Opportunity to Create, not Cut

Dear Friend of Home Care:

By now, you have likely heard much about
the impact of proposed cuts on all areas of
the state budget, as lawmakers and the
Governor no doubt face a daunting task this
| budget season. State officials must weigh
il proposed funding cuts against valued
programs; under the specter of such cuts,
New York’s home care agencies find that their only choices
amid dwindling Medicaid funds are to cut services, shoulder
increasing debt, or, in some cases, close their doors.

For home care specifically, chronic underreimbursement, a
wave of new unfunded mandates, and over $300 million in
state budget cuts since 2008 have left providers clinging to
the edge. Sixty-seven percent of home care agencies are
operating in the red, and 44 percent are borrowing money
just to stay afloat. (See p. 12.) This latter statistic is
particularly alarming; while a number of home care agencies
have had no alternative but to shut their doors in recent
years, several others have made the difficult choice to plunge
further into debt for the sake of providing care to New
York’s most vulnerable.

Such are the choices confronting home care, like so many
other sectors of the budget. And yet there is one key
difference distinguishing home care - the fact that our
community has done more than just simply oppose further
cuts; we have also developed creative, sustainable, policy-
rooted solutions for long term Medicaid efficiency and
offered these solutions in place of blunt, destructive cuts.

As noted elsewhere in this publication, home careis rooted
in problem-solving. Providers deliver the right level of care
to patients who otherwise would have no choice but to
enter an institution or risk a worsening health condition
without appropriate and needed routine monitoring. As
such, home care truly is the safety net of our modern health

INSIDE

care system, helping patients avoid institutionalization, reducing
the incidence of higher-cost services, and allowing patients to
receive care in a preferred home setting. Problems solved.

Home care has applied this same ethic of problem-solving to today’s
statefiscal challenges, by developing proactive solutions that further
draw upon home care’s success in reducing costs and providing
quality, compassionate care to patients. Such solutions can be found
in the HCA-developed Home Care Accessibility and Efficiency
Improvement Act (HCA-EIA), a bill sponsored by Senator Craig
Johnson (S.5179).

HCA-EIAis the culmination of many months of development within
the home care community. It contains a comprehensive package of
Medicaid cost-savings reforms. Collectively, these provisions hold
the promise of saving millions of Medicaid dollars. Best yet, they do
not endanger needed services for New York patients.

In fact, three HCA-EIA provisions are included in the Governor’s
proposed 2010-11 Executive State Budget. (The Legislature
previously adopted a fourth HCA-EIA proposal during last year’s
deficit-reduction plan - a provision that sensibly changes the home
care medication pre-fill allowance, thus saving an estimated $20
million this fiscal year.) Unfortunately, the Governor’s budget does
not go far enough in embracing constructive ideas, like these, first
and foremost, as the budget also contains nearly $155 million in
damaging home care cuts. We know the state’s fiscal dilemma is
real; we ask only that state leaders put policy first, using today’s
fiscal challenges as an opportunity to embrace creativity, not cuts.

I hope you find this publication informative, and I thank you for your
continued interest in home care. If | can be of any further assistance,
please feel free to contact me or my staff.

Regards,
Joanne Cunningham

President
Home Care Association of New York State (HCA)

THE HOME CARE SOLUTION: TIPPING POINT

An opportunity for A Litany of budget cuts,
HOME CARE creativity, collaboration — not cuts unfunded mandates imperil New
What it is, Why it matters York’s home care system

HCA legislation offers

Learn about home care’s role as a
vital component of health care that
reduces costs while serving patients
in a preferred home setting

BUDGET CUTS
At-a-glance

Governor Paterson’s proposed
State Budget includes nearly
$155 million in cuts to cost-
saving home care services

constructive Medicaid cost-
savings proposals in place of
blunt reimbursement cuts this
budget season

SAVING DOLLARS, SAVING LIVES
What research tells us about
home care’s cost-effectiveness

A look at studies and other leading
research clearly showing that home
care saves costs while saving lives

HCA/NYAHSA Lethal Doses report
chronicles perilous fiscal condition
of New York home care

NOTES FROM THE FIELD

Providers and patients share
their stories about home care’s
value in the community

Learn about the patients served by
New York’s home care provider
community, and the dedication of
home care providers
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Home Care: What it is, Why it Matters

Home care is provided at home to patients who
need post-acute care following a hospital visit
or who require long term care. Comprehensive services
are provided by nurses, therapists, home health aides
and other direct-care staff.

The complexity of care provided in the home has grown
inrecent years; so have the number of patients needing
care and the health severity level of those patients
(especially as our population ages and as people
continue to live longer). Home care agencies today use
leading-edge disease-management tools, like home
telehealth, that further enhance patient monitoring and
care delivery and save health care dollars.

On the human level home care allows patients to live
independently, providing vital support for families while
improving a patient’s quality of life. Patients receiving
home care include the elderly, persons with disabilities,
technology-dependent patients, as well as chronically
ill and post-acute care patients of all ages.

On the health outcomes level home care helps patients
better manage a chronic health condition (i.e. congestive
heart failure, diabetes, HIV/AIDS) at home, and recuperate
after surgery. It allows elderly patients and patients with
cognitive impairment to remain safely in their homes, as
is their wish.

On the health systems level home care services result in
better care management, preventing needless and costly
hospitalizations and/or premature nursing-home
admission. To illustrate, a study by Avalere (2009) found
that early intervention post-acute home care services for
patients with diabetes, chronic obstructive pulmonary
disease (COPD), or coronary heart failure (CHF) saved $1.71
billion for Medicare and would have saved $1.77 billion
more with wider use. (See p. 10 for more studies.)

For these reasons, home careis not only patient-centered
but it is also the solution to making health care more
efficient by reducing costlier service use — one reason
why home careis referred to as the “safety net” of health
care.

How Home Care Works

1 Filling the gap, and breaking a cycle of repeat hospitalizations

Without preventive care management, a patient
suffering from a chronic condition is at great risk
of being hospitalized, having to visit the ER inan
emergency, or requiring care from a physician
specialist once a condition worsens.

While vital to our health care system and to the
patients who need them, these more intensive-
level services can often be avoided through
effective home care management, especially for
patients at greatest risk, including those who
may be suffering from multiple conditions at
once such as heart disease, respiratory illness,
diabetes, immune system disorders, etc.

Without home care, many of these patients
would have two options: 1. go without care (or
receive an inadequate level of care) and risk
repeat hospitalizations, or 2. enter an institutional

setting, which may not be necessary or, indeed,
wanted, especially as the level of home care service
delivery becomes more advanced in meeting people’s
needs. For these patients, a doctor has the option of
ordering home care services which can be developed
by the home care provider into a plan of care that is
custom tailored to the patient.

A patient whose health condition is closely monitored,
who is assisted in following his or her medication
regimen, and whose care needs are assessed within
the context of his or her home surroundings will be less
likely to face hospital or ER admission.

Services provided by home care agencies can break a
past cycle of repeat hospitalizations for many patients
while allowing patients to remain in the comfort and
sanctuary of their own homes.

See HOME, p. 3
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HOME, from p. 2

2| Coming back home from the hospital sooner and safer

Your elderly father has just undergone major re-
constructive knee surgery in the hospital.

Like many patients his age today, he is otherwise healthy,
independent, and wants nothing more than to return
home. However, his knee is tender and swollen from the
procedure, heis unable to drive a car, and he now requires
weeks of physical therapy and assistive care to get back
on his feet again.

In addition to the physical therapy he needs, without proper
monitoring, you worry that he may have a fall at home,
putting him at greater risk of injury and possibly requiring
him to return to the hospital. While he doesn’t need to be in
the hospital any longer after surgery, he still requires a
certain level of skilled and assistive care to enable him to be
properly discharged and cared for at home.

Averting premature or
unnecessary nursing-home care

Years ago, the only option was nursing-home
institutionalization if you were an elderly
patient who needed assistance with self-care
(i.e. feeding, bathing), or if you depended on
life-sustaining technology to survive, or if you
had suffered a severe disabling condition, such
as traumatic brain injury, and required
assistance with daily living activities.

Today, through care models like New York’s
Long Term Home Health Care Program
(LTHHCP), Managed Long Term Care (MLTC),
and the Traumatic Brain Injury (TBI) program,
patients now have the option to receive a
sophisticated level of care at home, avoiding
the unnecessary cost of institutionalization,
and remain connected within their com-
munities.

These long term care services are particularly
hard hit by state budget cuts like those recently
advanced by the Governor (see next page)
because Medicaid is the primary source of
support for such patients. In fact, as revealed
in the HCA/NYAHSA Lethal Doses report (see
p. 12), 76 percent of LTHHCPs are suffering
from operating losses.

In-home physical therapy and home health
aide care make it possible for patients like him
to receive post-acute services at home,
getting him out of the hospital sooner while
providing him with the appropriate blend of
therapeutic and support services to help him

recuperate.

The same goes for patients who have
experienced more intensive hospital inter-
vention, such as for heart failure. Once they
are stabilized, these patients can be
effectively managed and monitored at home,
allowing them to leave the hospital sooner and
avoid hospital readmission. The result is good
for the patient and for the health system, as

inpatient resources are maximized.

New York
Congregational’s Long Term Home Health Care Program
with her patient, Boris Goldvarg.

Mary Pawan, RN, of Brooklyn-based

Ms. Pawan and Mr. Goldvarg are featured in HCA's 2010 Faces of
Home Care calendar.
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Budget Cuts to Home Care Would
Further Imperil Cost-Effective System

by the Administration at $73.9 million (state share). These cuts have a compounding effect on services

T he Governor’s proposed 2010-11 Executive State Budget includes Medicaid home care cuts estimated

in that Medicaid reductions at the state level also result in the loss of federal matching dollars. Therefore,
$73.9 million in state-share cuts become approximately $155.2 million when the federal matching share is
applied in 2010-11. What follows is a summary of the proposed cuts.

Medicaid Trend Factor

o One of the major proposed cuts would
eliminate the Medicaid trend factor for
all of 2010 and the first quarter of 2011
(January 1 to March 31) for home care
providers. The Administration estimates
these actions would result in over $25.8
million in state-share cuts. HCA estimates a
$62.9 million impact when accounting for
the lost federal match.

This proposal falls on the heels of prior budget
actions to eliminate the 2009 trend factor and
significantly slash the 2008 trend factor. Such
cuts, though imposed in specific years, have a
perpetual rolling effect over a number of years,
eliminating necessary payment to providers for
services that patients need and for activities —
and mandates - the state expects.

These cuts worsen an already woefully
inadequate trend factor. Even when funded
at its intended percentage, the trend factor
fails to meet the cost of delivering services
and maintaining a proper infrastructure, as
indicated by the results of our Lethal Doses
fiscal-conditions report. (See p. 12.)

Come budget time, the trend factor is often
misleadingly viewed as an “equitable” cut
because it applies across all sectors of care:
home care, hospitals, nursing homes.
However, unlike other services, home careis
not embedded with “bricks-and-mortar”
costs, major medical equipment, the
operation of physical plants and the like.
Virtually all of home care’s costs are
concentrated in direct-care personnel, along

with the activities that support the delivery and
management of patient care. Therefore, the trend
factor elimination in home care slices right into the
heart of service delivery.

In addition, the rising level of patient acuity, growing
complexity of patient care demands, staffing
challenges, need for investment in home care
technology and infrastructure, and mounting state and
federal mandates are unavoidably reflected in provider
costs. There are no places for home care providers to
shift or make up for these expenses, nor are providers
afforded any mitigating actions by government to
insulate against these losses.

Gross Receipts Tax (GRT)

Last year’s budget included the levy of a 0.35-

@ percent gross receipts tax (GRT) on home care
(at a then-estimated impact of $14 million per year).
This tax is imposed on all streams of revenue and
penalizes those agencies that try to bring in non-
Medicaid business. Patients already attempting to pay
privately for services face surcharges on their
payments as a result of the GRT; in essence, the GRT
taxes the uninsured home care patient.

The home care GRT is disproportionately applied to
home carein that it is not reimbursable (as is the nursing
home GRT) and is applied to Medicare payments,
which the Legislature has explicitly excluded under
the GRT applied to nursing homes. The proposed 2010-
11 budget would increase the GRT on home care to
0.70-percent, which would result in approximately
$17.6 million in new home care provider taxes for
2010-11.

See BUDGET, p. 5
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BUDGET, from p. 4

Cap on Personal Care Services

9 HCA supports efforts to align patients
with programs best able to manage the
intensity and complexity of their care needs.
In fact, we have offered several proposals
designed to enhance quality and efficiency by
refining the process of matching patients with
the right levels of care and encouraging
collaborative care management.

Though seemingly congruent with these
principles, one of the Executive’s main home
care proposals raises many concerns as to its
structure, effect and workability. HCA
recommends that state leaders instead work
with our alternative approaches to care
placement and management.

The Executive proposes to place a 12-hour-
per-day cap on personal care services. Those
patients affected by the cap would be
redirected to other community-based
programs, such as the Long Term Home
Health Care Program (LTHHCP) and Managed
Long Term Care (MLTC). The proposal is
projected to have a state-share impact of $30
million. When lost federal matching shares are
accounted, the impact reaches $73.17 million.

As written, this proposal tells little about how
the cap would be applied or the process for
redirecting affected patients into other
programs. The proposal seems devoid of
flexibility in cases where it would be vital for
the consumer. It also makes no corresponding
adjustments in programs that would enroll
high-need patients affected by the cap. For
example, current expenditure constraints
applicable to both the LTHHCP (i.e., an
individual care plan cost cap) and MLTC (i.e.,
rate capitation) must be addressed in order
for these programs to properly enroll such
patients — an action HCA suggests the
Legislature consider independent of the
Governor’s proposal, considering the value of
these programs in delivering cost-effective
services.

Prospective Payment System (PPS)

Last year, the state budget included a

@ proposal to change the reimbursement
system for Certified Home Health Agencies
(CHHASs) from its current fee-for-service structure
to a prospective payment system (PPS). Under
PPS, home health agencies would receive a
bundled rate (episodic payment) for delivering
care to a patient over a 60-day period, with
payment varying according to health severity. The
change would have applied to new cases starting
in January 1, 2010 and would have assumed built-in
reductions of $200 million.

HCA argued against a reform of this magnitude
being imposed without thorough analysis,
statistical modeling, piloting, transitioning and full
vetting with providers, consumers and other
stakeholders, as is customary for such a mon-
umental reimbursement overhaul.

The proposal lacked responsiveness to certain
basic goals - most importantly, the stability of the
home care safety net in providing accessible, high
quality home care services. The proposed
methodology was designed to drastically reduce
reimbursement for the care of “high-cost”
patients whose care would be limited.

Hearing the concerns raised by HCA, consumer
representatives and allied health associations, the
Legislature rejected last year’s PPS proposal but
instead established a Home Health Reimburse-
ment Workgroup for the purposes of studying the
home health reimbursement system.

The Workgroup has been studying the
methodology since last July with no resolution on
most of the fundamental issues and concerns
remaining from last year. And now, this year’s
budget again proposes a PPS model for CHHAs,
starting in January 2012. (The budget also calls for
continuation of the Workgroup.)

Other than to postpone the implementation date,
this year’s budget proposal offers no further
assurances of a stable, responsive system than that

Home Care Efficiency: An Opportunity to Create, Not Cut — a publication of the Home Care Association of New York State (HCA)



continued from previous page

offered last year. It would essentially lock
the Legislature, two years hence, into an
unknown model with unknown effects on
providers or consumers.

The risks of this proposal are too great,
considering that: there is no relationship
between PPS and any savings this fiscal year,
or even the following year; the proposed
transition would result in major unknown
implications for patients and providers; and
the Legislatively-established Workgroup is
expected to further study these issues.

Provision of Home Care by
County Health Departments

e County-sponsored home care agencies
are a vital part of the service delivery
system in many communities. They provide
an array of public health services such as
maternal and child health care. While all
home care agencies across the state face
the challenges of rising costs, as well as
difficulties attracting and retaining adequate
staff (see p. 12), these challenges are even
more severe in rural areas where agencies
serve patients dispersed across vast
geographical areas and few other
community services are available to sustain
the health and support needs of residents.

This year’s proposed budget would
discontinue state reimbursement for local
public health expenses attributable to
certain services, including home health and
hospice programs —areduction of about $5.1
million (state share). This proposal would
further endanger one of the most fragile
parts of the home care system.

Last year, the Legislature rejected a similar
Executive proposal to eliminate local public
health funding for home care. However, this
year the state Department of Health (DOH)
now asserts it will implement the cut
administratively. We urge the Legislature’s
intervention in preventing DOH from
instituting this damaging action.

Increased Medicaid Fraud Targets

@ This year’s budget proposes to increase
Medicaid fraud targets by an additional
$300 million, to reach levels of $1.17 billion.

HCA supports efforts to safeguard the
integrity of our Medicaid system. Fraudulent
activity adds costs to the health care system
and diverts resources from patient care. We
have actively promoted health provider
compliance efforts and have initiated pro-
grams and proposals to improve system
transparency and integrity.

While HCA continues to work with the Office
of Medicaid Inspector General (OMIG) on
draft audit protocols that set standards,
guidelines and parameters for the auditing of
home care providers, we nevertheless have
serious concerns about the state’s Medicaid
audit process, including the fact that
everything from billing errors to legitimate
compliance questions, technical mistakes and
variations from standard practice are lumped
together with real instances of fraud under
the elastic definition of ‘“fraud and abuse.”

The situation is unfair, wasteful and oppressive
to providers and patient care. We appreciate
Senator Craig Johnson’s January hearing on
Medicaid audits and the opportunity to have
testified jointly with the Healthcare
Association of New York State (HANYS) and
many others who share these concerns.

Given that this year’s budget proposes to
dramatically increase Medicaid fraud
recoveries, we urge actions that address some
of the gaps in the state’s Medicaid audit laws
and procedures while affording more
appropriate treatment of the health care
community and ensuring that the state’s
efforts are aimed at true fraud. HCA in
collaboration with our colleagues throughout
the continuum of care have presented a
series of important statutory safeguards for
the Legislature’s consideration and we
respectfully request the adoption of these
safeguards along with this budget.

Home Care Efficiency: An Opportunity to Create, Not Cut — a publication of the Home Care Association of New York State (HCA)



State Budget Medicaid Cuts and Reduction Actions to Home Care

HCA

HOME CARE ASSOCIATION
OF NEW YORK STATE

Governor Paterson’s 2010-11 Executive State Budget proposal includes approximately $155.2 million in new state and federal share Medicaid
cuts and reductions to home care. If enacted, this would bring the total to $475.78 million in cuts and reduction actions since April 2008.

(See chart.)
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I April 2008 - Enacted 2008-09 State Budget ($28 million, state/federal)
35% reduction to Trend Factor (CHHA, LTHHCP, Personal Care)

B August 2008 — Enacted Deficit Reduction Plan (S107.5 million, state/federal)

TOTAL
2008-09

$475.78 million

1.3-percentage point reduction to 2008 Trend Factor (CHHA, LTHHCP, Personal Care); 1% premium reduction for

Managed Long Term Care (MLTC) plans; Upstate workforce money cut by $960,000

I April 2009 — Enacted 2009-10 State Budget ($145.08 million, state/federal)

Elimination of remaining 2008 & 2009 Trend Factors and Trend Banking Factors (CHHA, LTHHCP, Personal Care); 0.35%
Gross Receipt Tax (all home care); MLTC premium reduction; non-renewal of $16 million Upstate workforce monies; $5

million Medicare Maximization targets

- December 2009 — Enacted Deficit Reduction Plan (S17.4 million, state/federal)

Elimination of 2010 Trend Factor for final quarter of current state fiscal year (Jan. 1 to March 31,2010)

December 2009 — Enacted Deficit Reduction Plan ($22.6 million, state/federal)

rA
L d

Inclusion of HCA-developed medication pre-fill provision that will further reduce Medicaid spending, though
constructively and voluntarily, by an anticipated $2.7 million in the final quarter of the 2009-10 state fiscal year and by

$19.9 million for the 2010-11 state fiscal year

PROPOSED 2010-11 Executive State Budget ($155.2 million, state/federal)

Elimination of the Trend Factor (CHHA, LTHHCP, Personal Care); 12-hour-per-day cap on Personal Care Services; Increase in

the existing home care Gross Receipts Tax — from 0.35% to 0.7%
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The Home Care Solution

An opportunity for creativity, collaboration — not cuts - using HCA-developed solutions

A_ tits root, home care is all about problem-solving. A patient suffers from a disability,
a chronic health condition, or the inevitable toll on one’s physical and cognitive
functioning that results from the natural process of aging. The patient does not want to

enter an institution; and with effective care at home, it can be avoided. Recognizing the

patient’s needs and desires, home care offers a solution.

An appropriately matched level of skilled nursing,
therapy, assistive, and/or case-management
services allows the patient to remain at home, as
desired, while keeping him or her safe, averting
institutionalization and ensuring that higher-cost
facility care is reserved for those who most need it.

Theresultis a strategic use of services that benefits
patients and our health care system as a whole by
encouraging the right care at the right cost in the
right setting.

Problem solved.

By all accounts, New
York State today faces
another problem - this
time a fiscal one. Now
again, the home care
community is prepared
to offer solutions rooted
in sound, constructive policies that draw upon
home care’s already cost-effective design.

If effectively embraced, home care will help to:
solve today’s pressing fiscal needs; promote long-
term efficiencies, rather than the prolonged fiscal
ruin that would be left in the wake of further
Medicaid cuts; and continue to care for patients in
the most appropriate setting at the right cost.

Put simply: now is the time, the opportunity, for
creativity, not cuts.

Why choose otherwise, especially given the current
precarious fiscal condition of New York’s home care
system (see p.12); the rising expectation for home
care to meet the needs of more complex patient

health conditions; and the fact that sensible
alternatives have been presented?

Governor Paterson’s 2010-11 Executive State
Budget contains $155 million in proposed cuts and
reduction actions to home care. These cuts are
compounded by $320 million in prior-year cuts,
just since 2008. That’s nearly one-half billion in
enacted and proposed cuts. As it stands, 67
percent of providers are already operating in the

red and nearly half are borrowing

money to stay afloat.

Since home care costs
are largely personnel-
related, how else do
providers cushion the
blow of further cuts
other than to spiral
deeper into debt, cut
direct-care staff, or
close one’s doors, as 44 percent of agencies have
said they would consider doing under a 5-percent
additional cut?

These financial circumstances alone - coupled
with home care’s proven success at saving
Medicaid dollars (see p. 10) — are reason enough
to protect this vital system. But the home care
community also recognizes that state leaders face
difficult choices under the current budget.
Because of its cost-effectiveness, home care
should be further applied as a solution to the
state’s health and fiscal needs. In addition, we
have strived to develop several new, creative
proposals to further generate constructive
Medicaid cost savings in place of blunt

reimbursement cuts.
See SOLUTION, p. 9
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SOLUTION, from p. 8

HCA Bill: The Home Care Accessibility and Efficiency Improvement Act (HCA-EIA)

Over the past year-and-a-half, HCA has worked closely collaboratively with state policymakers. As another
with our membership and Board of Directors in recent example, HCA’s proactive work with the
identifying and crafting policy proposals that would Legislature and Governor during negotiations over
yield significant Medicaid savings. The result is a the December 2009 deficit-reduction plan (DRP) led
comprehensive bill (S.5179, sponsored by State to the enactment of another of HCA’s proposals from
Senator Craig Johnson during last year’s session) S.5179, which changed the state’s policy with regard
called the Home Care Accessibility and Efficiency to medication pre-fills for patients. The proposal is
Improvement Act (HCA-EIA). set to achieve nearly $20 million in state-share

savings this fiscal year.
HCA developed these proposals knowing that the

home care industry is well equipped to apply its HCA stands ready to offer additional creative solutions
knowledge from the field in offering proactive, to save home care programs from unnecessary financial
constructive and creative solutions — rooted in policy ruin by substituting constructive proposals in place of
- for achieving Medicaid efficiencies that would draconian budget cuts. Additional HCA-EIA provisions
especially assist during this time of undeniable include: home-care program enhancements, regulatory
financial duress. reforms, workforce flexibility measures, performance

standards, and initiatives to realign financial incentives.
We were pleased and appreciative that Governor
Paterson, as a result of HCA’s outreach, incorporated Together — through creativity and collaboration — we
at least three HCA-developed proposals from S.5179 can use this opportunity to further enhance the effect-
in his proposed budget (summarized below). iveness and efficiency of our home care system as

well as the Medicaid program through the vital role
These are the kinds of constructive solutions that are that home care plays in the entire health delivery
possible when professionals from the field work system.

» HCA Cost-saving Proposals in Governor’s Budget
These are just three of the
constructive proposals Enhance program efficiency and provide flexibility by changing the minimum
fromour 33-part HCA-EIA reassessment interval for Long Term Home Health Care Program (LTHHCP) patients
bill that were included in from every 120 days to 180 days (resulting in a state-share savings of $600,000 and
the Governor’s proposed a state/federal-share savings of approximately $1.5 million).
budget.
Establish a Federal-State Medicare Shared Cost Savings Partnership Program. Under
the proposal, home care providers would collaborate with other health care
organizations and the state on initiatives aimed at more sophisticated management
of patient conditions, thus lowering Medicare costs by reducing the incidences of -
and thus the expenditures for — hospital, long-term care and other medical care. A
portion of the Medicare savings generated through the Partnership would be
invested in a fund dedicated to the state’s health programs, including Medicaid,
potentially generating millions in savings and investments. This proposal is also
being prepared for introduction at the federal level.

Unfortunately, the budget
also contains nearly $155
million in proposed
cuts.

As lawmakers look to
implement creative
solutions in place of
draconian cuts, HCA stands

ready to collaborate.
Allow collaboration among programs aimed at meeting a fuller complement of

To learn more about HCA- patient needs, as long as the programs “maintain distinct yet coordinated services
EIA (S.5179), visit our and case management responsibilities.” This provision is not only taken from our
website at HCA-EIA legislation but has been a policy change advocated by HCA at the federal
www.hcanys.org. level as well.
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HOME CARE: saving Dollars, Saving Lives

What research tells us about home care’s cost-effectiveness

H ome care is a vital component of health care, especially as our nation’s population ages and demand rises for
services to meet a variety of health, therapeutic and assistive needs.

An effective model of prevention, rehabilitation and chronic-care management, home care helps to prevent
unnecessary hospital visits or nursing-home admission. In so doing, it saves millions of health care dollars while
allowing patients to receive life-saving and life-sustaining care in the most preferred setting - their homes.

What follows is a glimpse at leading research that sheds light on the cost-effectiveness of home care, providing
insights which further inform the debate about health care policy in New York State and nationally. It is hoped
that this collection of research will prompt further analysis, study, and appreciation of home care’s success as a
powerful solution for achieving cost-efficiency while supporting the individual and public-health needs and
preferences of our citizens.

1| Home Care: Averting Higher-cost Service Use

Studies show how home care saves

dollars by preventing the need for Economic models show massive savings in home care by
patients to be admitted or averting/reducing other health care utilization. For example, a
readmitted to the hospital or nursing 2001 study showed home care’s potential to save as much as
home (where the cost of care is often $472 per day per patient in averted hospital days — a total of 17 T
higher). Home care succeeds at averted hospital days and a savings of $5,024 per patient per u
preventing health conditions from year (Eastaugh, 2001). 0
becoming worse - and rising to the . _ ' 0
level of a costlier hospital A national study shows that services to home and community :g
intervention — and/or provides a based (HCBS) waiver patients cost the public $43,947 less per T
range of health, therapeutic and person per year than Medicaid institutional care, even if
assistive services that keep patients housing and other spending are included for HCBS waiver
out of the nursing home where bed participants (Kitchener, Ng, Miller, & Harrington, 2007).
capacity is at a premium.
2 | Greater Investment in Home Care Reduces Cost of Long Term Care
States that invest in
home and community .
based services are not Repeated statistical analyses by the state Department of Health, 4
only able to control costs state Senate Health Committee, state Department of Social s
but they can also expand Services, HCA, and others, as well as New York Medicaid claims ﬁ
long term care (LTC) data, have shown that nursing-home-eligible patients in New 4
service access beyond York S’E‘ate’s !_ong Term I-!ome Health”Care Program (also known %
what is possible through as the “Nursing Home Without Walls”) are cared for at home at 9

exclusive or predominant about 50% of the average Medicaid rate for nursing home care.

use of institutional care
models.

See COST-EFFECTIVE, p.11
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COST-EFFECTIVE, from p. 10

3 | Home Care: Reducing Costs for Certain High-Priority Health Conditions

Home care is
particularly cost-
effective for treating
patients with certain
high-intensity chronic
conditions.

Such findings further
bolster support for
the strategic
deployment of home
care in addressing
top-tier public health
goals such as chronic
heart disease and
diabetes
management.

The research
highlights innovative
and cost-effective
home-based
approaches to
patients needing this
level of care.

The cost of post-acute home care for
individuals with a primary or
secondary diagnosis of diabetes,
chronic obstructive pulmonary
disease (COPD), or coronary heart
failure (CHF) was much lower than
the cost of post-acute care in other
settings, resulting in a total
Medicare savings of $1.77 billion
during 2005-2006. (Avalere Health
LLC, 2009).

Long-term home oxygen therapy —
“The only non-surgical therapy to
extend life of COPD patients” - is
very effective in reducing Medicare
costs: spending for one hospital day
is equal to the cost of covering
home oxygen therapy for one full
year (AAHomecare White Paper,
2004).

When hip and knee replacement
patients received in-home
rehabilitation, the total cost was
$3,500 less than in a skilled nursing
facility and $8,000 less than in an
inpatient rehabilitation facility
(Buntin & Kaplan, 2005).

In 2006, New York’s Traumatic Brain
Injury (TBI) Medicaid HCBS waiver had
1,953 participants. For each patient,
the program saved $30,832 in
Medicaid costs compared with
services provided in nursing homes,
hospitals, and other institutions,
resulting in a total annual savings of
$60 million. In 17 states, the waiver
saved almost $273 million annually
compared with institutional care
(Hendrickson & Blume, 2008).

Experts studied the positive impact of
an in-home palliative care (IHPC)
intervention on 298 terminally-ill
patients. The study found that IHPC
intervention greatly reduced the rate
of emergency-room visits (20% versus
33% for patients who didn’t receive the
IHPC intervention) and the rate of
hospital admission (36% versus 59% for
patients who didn’t receive the IHPC
intervention). The average adjusted
cost of caring for each IHPC patient
per diem was $95.30 versus a cost of
$212.80 for usual-care patients
(Brumley, Enguidanos, Jamison, Seitz,
Morgenstern, Saito, et al, 2007).

4| Pediatric Home Care Reduces Costs and Supports Emotional Well-being

A sense of normalcy is critical
to a child’s social and
emotional development. For
children who are chronically ill,
this sense of normalcy is best
supported in a setting that is
least disruptive to their lives.
The option of receiving care at
home is particularly important
for pediatric patients. At
home, the process of healing
and chronic-care management
succeeds in a nurturing
environment close to family.

In-home care for ventilator-dependent children and children with high-
tech needs cost an average of 87% less and 70% less, respectively, per
child than hospital care (Balinsky, 1999).

Home chemotherapy for children with cancer costs 20% less than
hospital costs — $55,950 for home care versus $69,870 for hospital care

(Balinsky, 1999).

Home care services cost 567% less than hospital costs for oxygen-
dependent children ($5,250 for home care versus $12,090 for hospital
care). The cost of caring for low-birth-weight babies at home is only 1%
of hospital expenditures ($330 for home care vs. $26,190 for hospital
care, a savings of $25,860) (Balinsky, 1999).

HOYVv3ISId 3IHL
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TIPPING POINT

HCA/NYAHSA Report: Crush of Budget Cuts, Unfunded Mandates Imperil NY’s Home Care System

New York’s home care system is teetering
on the edge. Since 2008, providers have
been subject to over $300 million in cuts at a
time when 67 percent of home care agencies
in New York were already operating in the
red as of 2007.

Further Medicaid cuts would undermine a
cost-effective component of our health care
system that allows individuals to obtain life-
saving and life-sustaining services in a
preferred home setting while helping patients
to avoid unnecessary higher-cost service use
through interventions appropriately tailored to
individual need.

Health policy experts know that home care is
not only preferred by patients and their
families; these services help keep patients out
of the hospital and avert premature nursing-
home placement, thus saving dollars while
supporting the desire of patients to remain in
a setting that supports their independence
and well-being.

HCA/NYAHSA
fiscal-conditions report

In late 2009, HCA and the New York
Association of Homes & Services for the Aging
(NYAHSA) conducted a multi-tier analysis of
the financial stability of home care providers
in New York State. The analysis is presented in
a report entitled Lethal Doses: Chronic Cuts
and New Mandates Threaten Home Care in
New York State, available in full from HCA’s
website at www.hcanys.org.

Key survey results

As part of this study, HCA and NYAHSA
surveyed our Certified Home Health Agency
(CHHA) and Long Term Home Health Care
Program (LTHHCP) provider members to
assess the impact of recently enacted state
budget cuts and to gauge the fiscal,
operational and regulatory challenges plaguing

HOME CARE IN JEOPARDY*

of home care agencies reported total operating
losses, according to most recent data.

67%

75% of county-operated home care agencies had
0 operating losses, according to most recent data.

of agencies are either “likely” or “very likely”
440/ toclose their program if hit with an additional
5-percent cut.

of home care agencies would be “likely” or
54% “very likely” to close under a 10-percent
cut.

— increase in total operating losses, from
2004 to 2007, for home care agencies serving
patients with chronic health conditions and long
term care needs.

65%

$ 65M - estimated cost of new unfunded
mandates and taxes on home care providers.

of agencies must borrow money to meet their
operating expenses.

44%

*HCA/NYAHSA provider survey and cost report analysis

agencies that directly provide care to New York’s
Medicaid population.

Among the survey’s key findings, 44 percent of agencies
reported that they are either “likely” or “very likely”
to close if hit with an additional 5-percent cut. Fifty-four
percent of respondents, meanwhile, said they would be
“likely” or “very likely” to close under a 10-percent
cut.

The HCA/NYAHSA survey also asked providers to tell us
what actions they had already taken, or would be
compelled to take, due to enacted and proposed home
care cuts. Such actions include: resorting to staff
reductions, borrowing money to stay afloat, and/or
delaying needed (and cost-saving) technological
investment. (See “Actions Taken” chart, next page.)

One of the most alarming trends is the fact that 44
percent of home care providers are borrowing money
to remain afloat, revealing a home care system clinging
on the edge and risking financial insolvency for the sake
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of continuing the mission to provide care. In
the case of these providers, the impact of
operating losses, compounded by today’s
proposed cuts, is mortgaged into future years.

As Medicaid enrollment grows, and as
providers are increasingly forced to do more
with less, the only options for many agencies
are to close up shop, reduce services, or spiral
deeper in the red.

Cost-report analysis

Further reinforcing the survey findings, HCA
and NYAHSA also conducted a statewide
analysis of home care provider cost reports
which found that two-thirds of home care
agencies reported operating losses due to
inadequate reimbursement and rising costs
in 2007, the most recent year of available data.
The operating loss applied not just to
Medicaid, but to all payor sources.

Our analysis specifically examined providers’
2007 Medicaid cost reports. These are the
certified financial statements that agencies
must submit every year to the state as a
mechanism for setting policies related to
reimbursement. Serving as the intended
instrument for setting Medicaid rates, cost
reports are a valuable source for under-
standing the relationship between financial
status and reimbursement policy.

HCA and NYAHSA then compared the 2007
reports to 2004 data to examine how financial
conditions had changed over the three-year
period. (The matched set of providers who
had complete reports on file with the state
Department of Health for both 2004 and 2007
amounted to 75 percent of all New York
providers.)

Medicaid cuts and unfunded mandates

It became clear from this analysis that further
cuts alone are enough to destabilize New
York’s already fragile home care safety net;
yet the impact of these cuts is significantly
more lethal when mixed with already
inadequate rates of reimbursement and the
unprecedented avalanche of new unfunded

ACTIONS TAKEN

Percentage of agencies that have taken the given
actions in response to Medicaid cuts already enacted

Direct-care 0

|

staff cuts 51%
Service

. | 9

Reductions 41%

Reduce
Training 91%

Action Taken

Delay Filling
Non-direct-care  |mm———————
Staff Vacancies 90%

Delay Implementing

. I 69
Technology Initiatives 66%

0% 20% 40% 60% 80% 100%

IN THE RED

Drop in median operating margins of
Certified Home Health Agencies
(CHHAs) and Long Term Home
Health Care Programs (LTHHCPs)

between 2004 and 2007
8%
6% B 2004
4% Bl 2007
1.9%

2%
0%
-2%
-4%
-6%
-8% -6.9%

CHHA LTHHCP

mandates imposed on providers over the past several
months. These new mandates have occupied precious
staff and financial resources at agencies whose model
of care delivery is already streamlined.

In fact, new unfunded mandates and taxes alone are
costing providers millions of dollars. This impact is
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approximately $21.5 million for the HCA/
NYAHSA members who responded to the
survey. When extrapolated to all New York
LTHHCPs and CHHAs, the impact amounts to
an estimated $65 million in costs that fall
outside of traditional operational expenses
devoted to the mission of providing quality
patient care. This number increases sub-
stantially if other home care provider types
(including Licensed Home Care Services
Agencies, or LHCSAs) are factored in.

To put this in perspective, consider the effect
of $65 million on agencies whose costs are
largely personnel-related. Under the stream-
lined home care operating model, the core cost
is the service itself provided by home health
caregivers. Given this profile, when $65 million
is factored as a share of home care’s overall
cost picture, then the toll of unfunded
mandates alone is equivalent to a 3.6-percent
Medicaid cut.

Long term care, rural agencies particularly hit

The situation is even more precarious for
agencies serving chronically ill New Yorkers
and/or patients who would otherwise require
nursing-home admission. The total operating
losses for these providers (LTHHCPs) increased
by 65 percent from 2004 to 2007, according to
the HCA/NYAHSA study, with a total of 76
percent of such programs suffering operating
losses.

HCA and NYAHSA’s analysis also uncovered a
particularly stark reality for home care service
access in rural areas, where a shocking 75
percent of county-run home health agencies
reported operating losses in 2007. Home care
delivery in rural areas is tested enough by
chronic staffing shortages, the absence of
related community health and support services,
as well as the challenge of serving patients
dispersed across vast geographic stretches,
where one agency may be the sole provider of
its kind. Further proposed home care cuts, if
enacted, are certain to wipe out services in
large stretches of rural New York.

RURAL HOME CARE ENDANGERED

Percentage of county agencies — which
are primarily located in rural areas -

operating in the red I 2004
B 2007
90%
80%
70%
60%
O 549 72% BN 68% 84%
40%

CHHA LTHHCP

In addition to the grave threat of agency closure, the
likelihood of diminished access to services, and the
enormous cost of unfunded mandates, the HCA/
NYAHSA survey also uncovered other severe oper-
ational stresses that stem from the chronic under-
funding of the home care industry.

These stresses include: an incapacity to fill staff
vacancies needed for providing care in the community;
the postponement or cancellation of investments in
cost-saving and care-enhancing technologies; and the
elimination of workforce training and education
initiatives vital for preparing direct-care personnel to
meet the growing complexity of patient needs while
preparing all staff for the administrative requirements
of voluminous new state and federal regulations.

Home care provider agencies — two-thirds of which
are now operating in the red - have yet to experience
the full impact of cuts adopted thus far legislatively,
given that the reduced 2009 Medicaid rates are applied
retrospectively and were not yet promulgated at the
time of HCA and NYAHSA’s provider survey. With these
imminent reductions, chronic staffing difficulties,
increasing pressure to serve patients with unmet needs,
oppressive regulatory mandates, and overly aggressive
governmental audits, New York’s home care system is
already in grave danger. Add to this millions of dollars in
further proposed cuts, and the very survival of this
system to keep people at home is clearly in jeopardy.
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NOTES FROM THE FIELD

Patients and providers share their stories about home care’s value in the community

For Children, Home Care Vital to Health and Development

A two-and-a-half-year-old patient has received services
from Patchogue-based Brookhaven Memorial Hospital
Home Health Agency periodically since he was only
two-months-old, after being discharged for the first
time from the neonatal intensive-care unit (NICU). The
child was born with Netherton Syndrome, a genetic
disorder characterized by ichthyosis (skin discoloration
and shedding), malabsorption syndrome, with
pancreatic insufficiency, immune deficiency, and
developmental delays. He weighs only 17.7 Ibs.

After many months of physical therapy, he can now
sit alone. He is fed special formula thickened with
rice cereal through his gastrointestinal tube via an
electric pump. Since his NICU stay, he suffers from
many infections, including recurrent MRSA and
C.difficile, and was recently admitted to the hospital
because of Respiratory Syncytial Virus. Develop-
mentally, he gestures and verbalizes a few words
and sounds. He does not stand, crawl, or eat many
oral feedings. He does communicate pain by crying
and can be consoled.

Home care has been able to assist the young patient
and his family by teaching infant care skills, child
safety, developmental goals, pump feeds, temper-
ature control, warning signs and symptoms of an
emerging illness or infection and seizures, as well as
medication management.

Chronic Care Management: Keeping
Patients Safe and Out of the Hospital

Ms. K is a 55-year-old woman with diagnoses of
Guillain-Barré syndrome (a disorder in which the
immune system attacks part of the peripheral nervous
system causing severe muscle weakness, paralysis and
sometimes death), chronic obstructive pulmonary
disease, type 2 diabetes, hypothyroidism, and sleep
apnea. Ms. K also has a tracheotomy and an IV port, is
on continuous oxygen and is morbidly obese.

She has been a patient of Eddy Visiting Nurse
Association for three years and has had just one

See CHRONIC, p. 16

Brookhaven in-home caregivers have taught his
mother how to sterilize equipment, keep her
environment safe, care for her child’s skin condition,
and know when to call for emergency help. The
patient is closely monitored for weight gain and signs
and symptoms of a developing infection. Brook-
haven’s social work team is also assisting the family.

The home care personnel collaborate with a tertiary
pediatrics center to coordinate efforts to care for
the young patient. He is seen by a pediatrician,
pediatric gastroenterologist, infectious disease
specialist, opthalmologist, dentist and dermatologist.
His home care nurse follows up with any orders
received from those team members and assists his
parents to understand them and carry them out. Early
Intervention program services have also been
incorporated, through which the patient now has
access to therapy services and a special education
teacher in the home environment.

His mother and father are very devoted and mom
cares for him full-time, administering his medications
and his feedings every two to four hours.

Medicaid home health services are vital to this young
patient’s wellbeing, helping his family to manage
his health conditions and allowing him to develop
and remain safe in the comfort of his own home.

Patricia Ann Smith, RN, Case Manager for Lourdes at Home in
Vestal, NY provides care for pediatric patients, making a difference for
many families in the community.

Ms. Smith is featured in HCA's 2010 Faces of Home Care calendar.
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hospitalization in that time, for pneumonia. She receives
home telehealth monitoring on a daily basis, combined
with nursing visits one to two times per month for skilled
care, assessment and patient teaching and monitoring.
She is clearly a highly needy and medically unstable
patient who would lose her ability to remain at home
without the care and support of the home care agency.

Another patient, Ms. M, is a 58-year-old woman with a
diagnosis of Pyoderma Gangrenosm (open leg wounds
which will never heal), a history of strokes and
osteoarthritis. She lives with her elderly father and has
beenreceiving Eddy home care services for over 20 years.

The agency provides Ms. M with nursing visits two to
four times per week and a home health aide to assist
with her personal care needs. Despite the intensity and
complexity of her condition, Ms. M has had just one
hospitalization in all this time.

When Ms. M’s father became ill, the agency provided
him with services as well, delivering care in a single
community setting that was both efficient and critical to
the support of his role as his daughter’s caregiver. The
agency similarly supported Ms. M’s mother prior to her
passing in 2003.

This is a great example of not only what home care can
do to keep an extremely ill person at home, but to also
incorporate and support the assistance of family
caregivers in this effort.
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In May of 2007, Nicole Piper Adams, a patient of the Visiting Nurse Association
of Central New York, was diagnosed with a non-malignant brain tumor. She
was four months pregnant with her second child, and although doctors wanted to
operate immediately, Nicole chose to postpone surgery until after the baby was
born. Unfortunately, several weeks later the tumor had doubled in size and
immediate surgery was the only option. After the surgery Nicole fell into a
“locked-in coma” while her baby continued to thrive. During her three months in
the coma, doctors delivered a healthy baby girl. Soon after, Nicole began to move
her fingers, toes and head — miraculous progress considering she had lost a
portion of her cerebellum.

After a year at a rehabilitation hospital, Nicole is now living at home in
Central New York with her parents. She is still confined to a wheelchair, has
limited control of her facial muscles, cannot speak or see, and communicates
through a letter board and series of head nods. Home care has played an
instrumental role in helping Nicole gain better control of her body and
develop more strength. Nicole’s care team consists of 24-hour-a-day support
from family, friends, shift nurses and therapists. Nicole is able to make
improvements each new day with their help.

Ms. Piper Adams' story is featured in HCA's 2010 Faces of Home Care calendar.

Technology at the Forefront of Exceptional Outcomes

Telemedicine continues to be woven into the fabric of home
care at Visiting Nurse Service (VNS) of Rochester and
Monroe County, helping to improve outcomes for more
patients and to place VNS on the national map in terms of
efficiency and expertise in the use of telemedicine.

From the first 20 Health Buddy telehealth units secured in
2004 through private and grant funding when VNS’
program began, to the 100 fully-funded units now in use
in the field today, the appliance serves as a vital monitoring
and health status safety check for clinicians. Through the
system, a patient answers a series of questions about his
or her health. Information is sent via data links for review
at the agency’s central office. Results are analyzed,
allowing the provider to intervene before a patient’s
condition worsens and rises to a level requiring acute care.

The patient’s telehealth experience produces long term
benefits as a result of improved disease self management.
Excellent patient outcomes continue to be demonstrated

at VNS and other agencies that employ telehealth. The
equipment has resulted in a 25 to 49-percent reduction
in acute-care hospitalization rates at VNS depending
on patient diagnosis, including congestive heart
failure, chronic obstructive pulmonary disease, and
diabetes.

Clearly, by adopting evolving programs and
technology, like the Health Buddy, VNS has
dramatically affected the lives of patients, reducing
costly use of hospital services and giving patients
greater control over their health management.

And patient satisfaction couldn’t be higher, according
to a recent VNS survey which reported a 100-percent
overall rate of satisfaction with Health Buddy; 84
percent positive and 16 percent neutral experiences
using Health Buddy; and a 97 percent rate of patients
who said they would be likely or very likely to use
Health Buddy again if needed.
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