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Modifying the Case-Mix Medicaid Nursing Home System to Encourage
Quality, Access and Efficiency

EXECUTIVE SUMMARY

Public Funds for Nursing Homes

Nursing homes receive public funding from states in many ways. They are rdirsed for

the care they give to Medicaid residents through the Medicaid nursing home

reimbursement systems. These systems sometimes include adds to the reimbursement

rate for hard to place residents or for residents with special needs. In additionpsie states

have grant programs that give additional Medicaid funds for special projects; some give
AAAEI EOEAO AAAEOEIT T Al - AAEAABAOAOCOAAT RO AR
incentives to promote quality). Some of these states have begunnmve their

reimbursement system from one based only on facility costs to one more focused on

quality. Given the fiscal crisis that New York State and other states find themselves in and

OEA T ATU AAOA DPOIT Al AT O OOEI | th@hdGHaithgstdd 1 O
undertake a comprehensive assessment of these funding streams. How are funds being
granted? Is the state getting quality care for its money? Can the system be modified in a

way that all public funds going into nursing homes ermurage and ensure access, quality

and efficiency? Can the Medicaid reimbursement system be modified to focus on positive
OAOEAAT O 1T OOAT 1 AO OAOEAO OEAT OEiIDPIU 11 ££EAA

Case Mix Nursing Home Reimbursement

Casemix reimbursement has b&eome the most frequently used payment system for

Medicaid nursing home care Many states moved to a casmix system in order to: (1)

improve access to care (for heavy care residents) by varying the reimbursement

OAOA xEOE OEA OAOHbpidvk kffeier@y aAd confais Cokts by ppyingg 4 E
prospectively; and (3) enhance quality of care by linking reimbursement to the acuity of

care.

However, a casanix system also has a number of inherent disincentives for quality and
access: (1) because faciliteare paid higher rates for heavier care residents, there is a
possibility that lighter care residents, those in the lower paying categories, who still need
nursing home care, may not be attractive to nursing homes and will not get the care they
need; (2) because residents who improve are reclassified into a lower paying category,
there is a built in disincentive for facilities to help residents improve; and (3) because
profits can be made by spending less than the prospective rate, facilities may not be

Long Term Care Commu nity Coalition March 2009© 3

D /£

El




spending what they need to in order to care for the residents they admit; they may not be
more efficient, they may simply be withholding care.

Project Goals

This study is focusing on how different states, using a caseix reimbursement system,
encourage acess, quality and efficiency. Given the potential negative incentives in caséx
reimbursement systems, a number of states have added creative components to the
payment methodology in order to ameliorate their effects and have looked for other ways

to useMedicaid funds to give incentives for access, quality and efficiency. By analyzing and
evaluating these components, the goals of this project are to make recommendations to:

1. Modify the nursing home casemix system to better encourage quality care, acces
and efficiency.

2. Relate nursing home reimbursement to inspection and enforcement systems.

Relate nursing home reimbursement to quality outcomes.

4. Respond to the specific New York State budget proposals as the state identifies,
assesses and implements way® modify its reimbursement system, so that it better
achieves these goals of quality and efficiency in the face of the current economic
crisis.

w

Methodology

1. Detailed information was gathered on the characteristics of each of the 34 states using a
casemix nursing home Medicaid reimbursement system similar to New York State. Four
main sources were used to collect these data: state statutes and regulations, provider
manuals distributed by the states, information gathered from previously published

scholaly articles and, in our seven case study states, interviews with state officials.

2. In order to get the perspective of those most directly affected by these issues, online
surveys were developed to be sent to ombudsmen and citizen advocacy groups atle of
the 34 casemix states researched. Those surveyed were asked to convey their level of
awareness of specific initiatives in their state and their impressions of how these initiatives
have affected quality care.

3. Using the data gathered from ourasearch and surveys, seven states were selected for
further analysis as case studies. These seven states, Georgia, Kansas, Maryland, Minnesota,
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Mississippi, Texas, and Utah, were selected because of their unique initiatives for access,
efficiency, and quaity. Using a uniform set of questions, state officials responsible for

Ei b1 ATl AT OET ¢ AT A AAi ET EOOAOET ¢ OEAEO OOAOAO
interviewed by telephone.

4. All of the collected data were analyzed and used as a basis for the wdlial case studies
presented in this final report.

Findings

Access Incentives
In order to encourage nursing home admittanceQ T | A OOAOAO HA@® CEOAIT

AAAE]I EOUBO OAOA TO EAOA AAOGAI T PAA ODPRAEAI O

consider hard to place or in need of more resources. Some states have programmatic
requirements attached to these adebns, in order to make sure that the added funds are
going into care; others have given the addns just for admitting the resident. Some states
have addons to encourage access for Medicaid residents and to encourage higher
occupancy levels. Other states offer funds for special equipment for residents who need
more expensive treatments. A number of the states that have introduced@ans to rates
or other ways of encouraging facilities to admit certain categories of residents began their
initiative when the states identified people who were finding it difficult to gain admission
to state nursing homes; others began based upon provid@®bbying of their legislatures

and governors. It is unclear whether all of these initiatives are needed and whether they
have been successful in meeting their goals. Typical adas are for: (1) ventilator
dependent residents; (2) braininjured residents; and (3) residents with dementia or

'l UEAEI AOB O8 . Ax 91 OE EAO A 10i AARO 1T £ OEAO
others without.

Quiality Incentives

In order to encourage quality, states have used Medicaid funds in various ways. A number
of states have structured their Medicaid casenix reimbursement system in ways to
encourage spending in direct care (acknowledging that spending in direct care is critical to
quality care). They have done this by setting ceilings (caps) higher on direct care exges
than for other expenses, such as idirect expenses, or they have put caps only on-irect
expenses. Most do not offer efficiency incentives in the direct care areas to encourage
spending. Some states even require facilities to spend any savingeyrhave incurred as a
result of spending less than the caps or floors on direct care. One state pays facilities a
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higher rate for two months when a resident improves enough to move to a lowgraying
category, to encourage facilities to help residents immve. This state also requires
documentation that a negative outcome was not the fault of the facility before they
reimburse for certain treatments for that outcome. A few of the states are denying
efficiency incentives to facilities with deficiencies; onestate lowers the rate for facilities
with major care problems. Another state will be tying reimbursement directly to quality by
using quality scores to develop limits on certain cost centers. It permits more spending if
quality is high. The higher the faitity's quality score, the higher its cost limits will be.
Some states have also used pools of Medicaid funds from outside the structure of
traditional reimbursement funds to give to eligible nursing homes to encourage quality.
These include grant prograns for special projects improving quality; additional funds for
PDAOAI Oi ET Gfor-DRIOEI jOOBPAWARAG AT A T OEAO ET AAT OEOAO
project is focusing on ways in which states can redirect the reimbursement system from
purely a facility cost based system to one which is based more on quality outcomes. Thus,
money that is used in these special pools of funding must also be seen as a part of the
reimbursement system.

Efficiency Incentives
States used two basic methods to encourage facié to operate efficiently.

1 The first method sets limits on reimbursement which are tied to either the median
or mean costs of all facilities within a state or peer group. There are two ways the
states are using this method:

o Reimbursement is limited toa set rate, regardless of the historical costs of
the facility. Thus, a facility is reimbursed at a median or average stavéde
or peer groupzwide rate.

o Ceilings and sometimes floors are set on spending as a certain percentage of
the median or mean sate (or peer group)wide cost. In such a system,
facilities spending above a ceiling or below a floor will receive that ceiling or
Al 11T 0 OAOEAO OEAT OEA EZAAEI EOQUBO AAOOAI

1 The second method gives bonuses (efficiency incentives) to faddis who keep their
costs below a ceiling.

Some states may be combining elements of both of these methods.
Other methods:

1 Some states limit the fraction of the total cost that can be spent on a particular cost
center (for example, administrative cost ceter or other indirect cost center).
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1 Some states require the facilities to maintain a certain occupancy level.
1 Some states give bonuses for making changes to a facility that will make it more
efficient such as energy conservation renovations.

Recommendations

Access
States should not give extra funds to facilities to admit certain residents without:

Identifying a specific need.

Setting goals for the incentive.

Mandating both programmatic requirements and positive outcomes.

Frequently evaluating whether the incentive is meeting its goals.

Dedicating resources to make sure that such evaluations are carriedtdor as long as
the incentive is in place.

= =4 4 4 A

Specific Recommendations for New York StatdNew York should:

1 Set specific goals for the proposed addns for residents with dementia and bariatric
needs and for the special rates for residents with speciakeds such as traumatic brain
injury, AIDS, neurobehavioral and ventilator dependency. What does the state want t¢
accomplish?

1 Develop goals related to programmatic requirements and positive resident outcomes.

Require facilities to meet these goals witim certain parameters.

1 Require those facilities who do not meet these goals to develop a plan, approved by tf
state, as to how they will meet these goals or exclude them from receiving the adds
or special rates.

1 Set up a formal mechanism to evaluate vdther the addons and special rates have met
these goals.

M Dedicate resources to make sure that the evaluations are carried out for the duration ¢
the incentives.

=
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Quiality

1 States should encourage spending in direct care.

 Links must be made to quality care throughthe statéds T OOOET ¢ EIT I A ¢
system and enforcement systems.

1 States should begin to move their reimbursement systems from one focusing only on
facility costs to one more focused on quality by moving Medicaid funds over time into a
pool of money to be distibuted to nursing homes based upon a variety of positive
outcome indicators.

1 Facilities with major care problems should be disqualified from programs that provide
additional funding.

1 All programs should be continually evaluated. Are they successful in migng their
goals? For this, it is crucial that resources be dedicated to evaluation.

Specific Recommendations for New York State

T )& OEA "1 OAOT 1080 POI BT OAT O1T 11 O6A O ¢
in place to monitor the effect onquality care focused specifically on this change. Has
quality diminished in facilities that will be receiving less money? What is happening to
quality in those facilities receiving more money?

1 New York should develop initiatives to both encourage spendinig the direct care areas
while linking the additional funding to its inspection and enforcement systems. The
state could consider requiring facility spending in specific deficient areas found. For
example, if a facility is found to be deficient in dietarpn its inspection, the state could
consider mandating
expenditures in that area. It should also consider putting additional caps on those-in
direct costs less related to care to offset additional expenditures in direct care.

1 New York should add a number bother criteria to its proposal for quality pools such as
resident and employee satisfaction that would be measured by an independent third
party, and staff retention/turnover.

1 New York should consider limiting the use of temporary agency staff in its mearement
of staffing levels.

1 New York should develop a system, with a source of funding, for ongoing evaluation of
these initiatives to find out if it is successful.

1 New York State and other States should consider ways to directly tie reimbursement to
quality by tying the rates to quality or improvement in quality by beginning to calculate
part of the rate based upon quality outcomes.

1 New York should move more and more of the Medicaid reimbursement funds into the
quality pools over time.




Efficiency

i States should be encouraging spending in direct care, most of which relat® direct care
staff, not discouraging it.
o Ceilings and floors should be used for the direct care costs and
o Facilities spending below the floor in direct care must be required to spend the
difference between the floor and their costs on direct care oreturn the funds to
the state. States using a single statewide or peer group wide rate for facilities
should consider using ceilings and floors for direct care costs.

1 States should encourage spending in direct care areas by not permitting efficiency
paymernts in their direct care cost component.

1 Efficiency payments should be considered in those non direct care areas not related to
care or quality of life.

1 In order to save money, states should consider capping certain costs as a percentage d
total costs.Such caps should be put on total indirect costs (or costs within this category
less related to care such as administrative costs, owner compensation, etc) to make su
that spending in these areas are not disproportionate to the amount being spent in

direct care.
1 States should create incentives for facility improvements which are cost efficient, such &
OEA ET OOAI 1 AOGETT 1T &£ OCOAAT 6 EI BOI OAT AT @

have the opportunity to save money in the long run.

1 Statesshould have a formal process in place, with a source of funding, to evaluate the
effect of the structure of their system on efficiency and quality. Have costs gone down?
Has quality been compromised as costs have been contained or gone down?
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Specific Recommendations for New York State

1 Keep ceilings and floors for the direct care costs to permit more spending in direct care

1 Require facilities spending below the floor in direct care to spend all or part of the
difference between the floor and their costs on direct care or return the funds to the
state. Without this requirement low spending facilities would have no incentive to
spend more on their residents and would in effect be receiving a greater profit for
providing less care.

1 Use regional rates for those indirect costs less related to care such as administrative
costs.

T 2ANOEOA OEA EAAEI EOEAO enkhis new létHodolady gdesiirfol
effect (those receiving the difference between their costs and the average) to spend a
portion or all of their additional funds in direct care or return the funds to the state.
Especially at this time of fiscal crisis, tb state should not give a windfall to facilities
without getting something back for nursing home residents.

9 2ANOEOA OEAO AZAAEI EOEAO OAAAREOET ¢ OOAT (
system have a plan, approved by DOH, which demonstrates htwve facility will use the
funds to maintain access, quality and efficiency in the new system in order to receive th
funds.

1 Consider what costs it can put limits on in relation to total costs. It should look
specifically at administrative costs and otheareas that do not directly affect residents.

9 $AOGAT TP T AOCET AO T £ OAxAOAET ¢ AEAAEI EOQEAC(
Ei POl OAT AT 666 O1 OEAEO ZAAEI EOEAOS

91 Develop a process to closely monitor and evaluate the effect of this change on residen
care andquality of life and the financial viability of facilities.

1 Move more and more of the Medicaid reimbursement funds into the quality pools.
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Modifying the Case-Mix Medicaid Nursing Home System to Encourage
Quality, Access and Efficiency

INTRODUCTION

Public Funds for Nursing Homes

Nursing homes receive public funding in many ways. They are reimbursed for the care they give to
Medicare and Medicaid residents through the Medicare and Medicaid nursing home reimbursement
systems. These systems sometimes include adds to the reimbursement rate for hard to place

residents or for residents with special needs. In addition, some states have grant programs that give
additional Medicaid funds for special projects; some give facilities additional Medicaid funds for

DAOAEI O ET Glor-DRIOIEI jOOBAKRASG AT A 1T OEAO ET AAT OEOGAOG Ol
crisis that New York State and other states find themselves in and the many care problems still
AGEOOET ¢ ET 1T OO0 OOAOAGO 1 OOOET C EI | AénbiveEO EO AQ
assessment of these funding streams. How are funds being granted? Is the state getting quality care

for its money? Can the system be modified in a way that all public funds going into nursing homes
encourage and ensure access, quality and efficigifc Can the Medicaid reimbursement system be
iTAEEZEAA O &I AOO 11 DPi OEOEOA OAOGEAAT O 1 OO0OA
Nursing Home Medicaid Reimbursement

When states set up their nursing home Medicaid reimbursement systems, they must make

a number of decisions concerning access, quality and efficiency. Among these are:

1 Whether to use a retrospective system (i.e., facilities are reimbursed after giving
care based upon their actual costs), a prospective system such as case (i.e.,
facilities are given a rate before they give care based upon their projected costs) or a
combination of both.

1 Whether to use a system where reimbursement is limited to a set rate, regardless of
the historical costs of the facility or whether to set ceilings anfloors on spending as
a certain percentage of the median or mean state (or peer grouwide cost).

1 Whether to group facilities into peer groups for calculating rates based upon
common characteristics such as geographical location, size, etc.

1 Whether to set limits on reimbursement for certain expenses such as administrative
costs.

1 Whether efficiency bonuses will be used.

1 Whether to direct higher payment to certain areas such as direct care.

Long Term Care Commu nity Coalition March 2009© 11




1 How to encourage quality performance.
1 How to encourage access ofdnd-to-place residents and residents with special
needs.

Case Mix Nursing Home Reimbursement

Casemix reimbursement has become the most frequently used payment system for

Medicaid nursing home care. In addition to the Federal Government using it for Medre
reimbursement to nursing homes, 34 states in addition to New York State now use it for
reimbursing facilities. In casemix reimbursement, nursing homes are reimbursed for the

care of their Medicaid or Medicare residents prospectively (before care gven) rather

than retrospectively (after care is given). The system consists of two parts: a casex
classification and a payment methodology. Classification involves the assessment of
residents to estimate the amount of care they will need and placemeimito a category or

group with other residents based upon similar care need$sAAE COT 0P EO CEOA
ETAAG j#-)Qqo xEEAE OADPOAOGAT 6Oh OAI AGEOAI Un
in each group. The CMI is used in the payment methodokpd he payment methodology, or

how the specific rate is calculated, varies state by state although as a rule the higher the

CMI, the higher the rate.

Many states moved to a casmix system in order to:

Elmprove access to care (for heavy care residentdy varying the reimbursement
OAOA xEOE OEA OAOEAAT 660 Ai 1 AEOEIT 8

Elmprove efficiency and contain costs by paying prospectively.

FEnhance quality of care by linking reimbursement to the acuity of care.

The expectation is that a reimbursement policyhat is responsive to differences in resident
care needs will improve fairness among nursing homes by paying more to facilities whose
higher costs are a result of having heaviecare residents and, by paying prospectively
states hope that facilities can bcome more efficient by trying to spend at or below the
prospective rate?2

1 Bjorkgren, MA. and Fries, B.Elnternational Journal of Healthcare Technology and Managemenfp@lying

RUG) )) A&I O 2AEI ACOOGAT AT O 1T £ . O0O0OEJ2006,&4g8siB2oB.OU # AOAS6h §
2 Davis, M.A., Freeman, J.W. and Kirby, BH@alth Services ResearcliNursing Home Performance under

CaseMix Reimbursement: Responding to Heavare IncentivesAT A - AOEAO #EAT CAOho6 3AD
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However, a casamix system also has a number of inherent disincentives for quality and
access:

1 Because facilities are paid higher rates for heavier care residents, there is a
possbility that lighter care residents, those in the lower paying categories, who still
need nursing home care, may not be attractive to nursing homes and will not get the
care they need.

1 Because residents who improve are reclassified into a lower payingtegory, there
is a built in disincentive for facilities to help residents improve.

1 Because profits can be made by spending less than the prospective rate, facilities
may not be spending what they need to in order to care for the residents they admit;
they may not be more efficient, they may simply be withholding care.

In fact, a number of studies have indicated that although the goal of encouraging access for
heavier care residents has been accomplished, other goals have not been met. For example,
severalstudies found a decline in professional (registered nurse [RN] and licensed

practical nurse [LPN]) staffing after Medicaid case m#and Medicare CaséVix*
implementation, although concurrent nursing shortages in some markets may make it
difficult to attr ibute this solely to case mix reimbursement.The studies of Medicare case
mix found that higher proportions of Medicare residents were associated with lower

staffing levels. In addition, studies found that there was a worsening of certain quality
indicators for long-stay residents which has been attributed to a reduction in observation
and preventive care, consistent with the reduction in professional staffing under Medicare
casemix.t Other studies have found no increase in nurse staffing based upon tinereased

3 Grabowski, D. C. (2002)nquiry. O4 EA %AT 11T 1 EA )i bl EAAGET T O T £ #AOA 1 E
. O00ET ¢ ( BY, Boxx27AOAhK 6

4Konetzka, R. T., Yi, D., Norton, E. C., & Kilpatrick, K. E. (2004). Effects of Medicare payment changes on

nursing home staffing and deficienciestiealth Services Researci39, 463488 and White, C. F. (2005).

Inquiry , 42, 3517363.

5 The issue of staff shortage is complex. One of the causes of staff shortages is poor working conditions in

nursing homes. See Kaiseredu.org, Addressititge Nursing Shortage: Background Brief, July 200608 OA OA A OAE
suggests that the current shortage is the product of several trends including: steep population growth in
several states, a diminishing pipeline of new students to nursing, a decline in RN eiags relative to other
career options, an aging nursing workforcelpw job satisfaction and poor working conditionghat contribute to
EECE x1 OE&ZI OAA AOOOEOEIT1T OAOAOh AT A Al AcElI ¢ Bi DOl AO
least ome of shortage could be diminished if conditions in nursing homes improved.

6 Konetzka, R. T., Norton, E. C., Sloane, P. D., Kilpatrick, K. E., & Stearns, S. C. (2006). Medicare prospective
payment and quality of care for long stay nursing facility residets. Medical Care44, 270z276.
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care needs after Medicaid case mix reimbursement adoptioh.Also a decrease in
rehabilitation services attributed to a decline in physical therapy staff was found in two
studies8

Project Goals

This study is focusing on how different states,sing a casemix reimbursement system,
encourage access, quality and efficiency. Given the potential negative incentives in ease
reimbursement systems, a number of states have added creative components to the
payment methodology in order to ameliorate heir effects and have looked for other ways

to use Medicaid funds to give incentives for access, quality and efficiency. By analyzing and
evaluating these components, the goals of this project are to make recommendations to:

1. Modify the nursing home caseamix system to better encourage quality care, access
and efficiency.

2. Relate nursing home reimbursement to inspection and enforcement systems.

Relate nursing home reimbursement to quality outcomes.

4. Respond to the specific New York State budget proposals & tstate identifies,
assesses and implements ways to modify its reimbursement system, so thia¢y
better achieves these goals of quality and efficiency in the face of the current
economic crisis.

w

Methodology

1. An advisory committee, consisting of represetatives of consumer organizations,
providers and researchers, was formed to provide guidance for the projeét.

2. Using information from research and conversations with a number of prominent
researchers, thirty-four states (in addition to New York) were idertified as using a
casemix reimbursement system for their Medicaid nursing home reimbursement
systems.

7 Butler, P. A., & Schlenker, R. E. (1989). Case mix reimbursement for nursing homes: Objectives and
achievements. Milbank Quarterly, 67, 103171036.

Cohen, J., & Dubay, L. (1990). The effects of Medicaid reimbursement awdership on nursing home costs,

case mix and staffinglnquiry , 27, 1837200.

S7TEEOA #8 &8 jqnnoqs 2AEAAEI EOAOETIT OEAOADPU ET OEEII
payment system.Health Affairs, 22, 2147223. Woodchis, W. P. (209). Physical rehabilitation following

Medicare prospective payment for skilled nursing facilities.Health Services Researcl39, 129971318.

9 See Appendix for a list of participants.

Long Term Care Commu nity Coalition March 2009© 14

A A




3. $A0AEI AA ET &I OI ACETT xAO CAOEAOAA 11 OEA
nursing home Medicaid reimbursement systems. A number of different tawere
collected: details of the resident classification systems; the number and
characteristics of cost centers; the mechanism used to calculate rates; whether the
system was resident or facility specific; the use of ceilings or floors; frequency of
rebasing; peer groupings; the number of nursing facilities and residents in each
state; and all incentives for access, efficiency and quality care. Four main sources
were used to collect these data: state statutes and regulations, provider manuals
distributed by the states, information gathered from previously published scholarly
articles and in our seven case study states, interviews with state officials.

4. After analyzing the data collected, a determination was made to focus on the areas
most relevant to the goals of this project for further data collection and analysis.

5. To facilitate analysis and comparison of state systems the data were organized on a
chart (included in appendix).

6. In order to get the perspective of those most directly affected by thesssues, online
surveys were developed to be sent to ombudsmen and citizen advocacy groups in
each of the 34 casenix states researched. Those surveyed were asked to convey
their level of awareness of specific initiatives in their state and their impressius of
how these initiatives have affected quality care.

7. Using the data gathered from our research and surveys, seven states were selected
for further analysis as case studies. These seven states, Georgia, Kansas, Maryland,
Minnesota, Mississippi, Texas,ral Utah, were selected because of their unique
initiatives for access, efficiency, and quality.

8. 30A0A 1T EAEAEA]I O OAODPI T OEAT A &£ O EI Bl Al Al
reimbursement systems were contacted and phone interviews were scheduled

9. Interview questions were developed for each state. Each interview lasted between
thirty minutes to an hour and was targeted at gathering information on specific
initiatives which were linked to incentives for access, efficiency, and quality care.
The goal of the interviews was to determine what led these states to implement

10 For a full list of references see Appendix.
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their initiatives, whether state officials felt they were successful, and if they would
change any aspects of their system.

10. After the initial interviews, all the data collected wae analyzed and several follow
up phone interviews were scheduled to address any remaining questions on each
OOAOABO OAEI AOOOGAI AT O OUOOAI 8

11. Follow up questions were written and a second round of interviews with a few of

the state officials were conducted

12.Using information from the interviews with state officials, a survey for state
ombudsmen and citizen advocacy groups in the seven case study states was
developed. The survey asked the respondents to comment on the different
initiatives and react to information collected from state officials.

13. All of the collected data were analyzed and used as a basis for the individual case
studies presented in this final report.
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EINDINGS

This is a summary of all the findings on all states using ®amix reimbursement for their
nursing home Medicaid reimbursement system! For more in-depth information, please
see detailed chart in the appendi®2 The number of facilities in the 34 states other than
New York using caseanix ranged from a high of 1149 (Texas) to a low of 38 (Vermont); the
number of residents from a high of 89,698 (Texas) to a low of281 (Vermont); and the
percent of their residents covered by Medicaid ranged from a high of 77 (Mississippi) to a
low of 48 (lowa). New York State has @facilities serving 108,749 residents, of which 72
percent are on Medicaid.

Access Incentives
Yyl T OAAO O1T AT Ai OOACA 1 OOOET C ETIi-AT AAI BOOAI
AAAEI EOUGO OAOA T O EAOA AAOAI | rBshidntsd@mbhdyEAT O
consider hard to place or in need of more resources. Some states have programmatic
requirements attached to these adebns, in order to make sure that the added funds are
going into care; others have given the addns just for admitting the resident. Some states
have addons to encourage access for Medicaid residents and to encourage higher
occupancy levels. Other states offer funds for special equipment for residents who need
more expensive treatments. A number of the states that hawntroduced addons to rates
or other ways of encouraging facilities to admit certain categories of residents began their
initiative when the states identified people who were finding it difficult to gain admission
to state nursing homes; others began basl upon provider lobbying of their legislatures
and governors. It is unclear whether all of these initiatives are needed and whether they
have been successful in meeting their goald.Typical add-ons are for: (1) ventilator
dependent residents; (2) braininjured residents; and (3) residents with dementia or
'l UEAEI AOB O8 .Ax 91 OE EAO A 10i AARAO 1T £ OEAO
others without.

M Four main sources were sed to collect these data: state statutes and regulations, provider manuals
distributed by the states, information gathered from previously published scholarly articles and in our seven
case study states, interviews with state officials. This informatiorsiaccurate to the best of our ability.

2 For a copy of the full report and related materials, see www.nursinghome411.org.

13 Information on how these access needs were identified and whether the initiatives have been evaluated
was gathered on interviews with officials in the casestudy states or by researching any studies conducted on
these indicatives. If the information below does not state this information, it means that the information was
not available.

Long Term Care Commu nity Coalition March 2009© 17

A A
A O

A h




Below is a summary of actions taken by the different statesStates marked with* are case
study states. See individual case studies for more detail.

Delaware 14
Delaware gives adebns to facility rates for:

1 The care of residents receiving an active rehabilitative/preventative care program.
The facility must present individual care plans.

1 The care ofresidents exhibiting disruptive psychosocial behaviors for additional
nursing staff intervention and for psychosocial/preventative care programs. The
facility must present documentation of behaviors and care plans.

Georgia”

1 Georgia gives facilities a ra adjustment for residents with moderate to severe
cognitive impairment. The state had identified the admitting of these residents as a
problem. There are no programmatic requirements for this adebn. Facilities receive
the add-on if they admit such resients.

Idaho
Idaho gives facilities an adebn to their rates for:

1 Residents with special behavioral symptoms and for traumatic brain injury units.
1 Ventilator dependent residents.
1 Residents not residing in a special care unit needing ofte-one staffing.

lllinois

1 A number of addons for (51), among others, restorative care (i.e. bed mobility,
walking, dressing etc); bladder retraining; psychotropic medication monitoring;
dementia care unit; ventilator care; morbidobesity; pressure ulcer management;
pain management and restraintfree care. In order to receive these addns,
providers must document care.

Indiana
Indiana gives facilities an adebn to their rates for:

14 Based upon November 18, 2009 draft form.
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1 Special behavioral and traumatic brain injury units.
1 Ventilator dependent residents.

Kansas*

1 Kansas pays facilities an addn to their rates for residents who are ventilator
dependent. In order to qualify, the facility must develop a care plan for each
ventilator -dependent resident which is subject to outside review.

Kentucky

Kentucky gives facilities an adebn to their rates for:
1 Special behavioral and traumatic brain injury units.
1 Ventilator dependent residents.

Maine
1 Maine gives addons for rehabilitative services for brairrinjured residents. In order
to receive the higher rates, the facility must meet a number of requirements related
to staffing and physical design.
Maryland*
1 Maryland gives facilities an enhanced rate for certain ancillary services such as
decubitus ulcer care (Stages Ill and IVif ulcer is not a result of poor care), tube
feeding, communicable disease care, central intravenous lines, and ventilator care.

Many programmatic requirements are mandated.

Massachusetts
Massachusetts gives an addn for:

1 Facilities that have over 75 percent of their residents with multiple sclerosis.
1 Residents with mental retardation and developmental disabilities in a facility tht

maintains clinical and administrative procedures.

Mississippi*
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1 Mississippi gives providers an incentive to build Alzheimer units by giving higher
casemix weights for Alzheimer residents in certain RUGs categories who are cared
for in an Alzheimer unt. In addition, Mississippi gives facilities with an Alzheimer
unit a higher fair rental value as part of its propertyreimbursement.

Nebraska

1 Nebraska provides an incentive to city or county owned nursing homes to
encourage them to take Medicaid resients.

1 Nebraska provides special rates for ventilator dependent residents, residents with
brain injuries, etc, but only if facilities demonstrate they have appropriately trained
staff, have a distinct unit and have specific admission and discharge criteria

New Hampshire
New Hampshire gives adebns for:

1 Residents who are brain injured.
1 Ventilator dependent residents.

New York State

1 Currently New York State gives facilities higher rates for Special Care units for
people with AIDS, traumatic brain injury,ventilator dependency, pediatric care
needs and neurebehavioral care needs. These higher rates have significant
programmatic requirements. In addition, there is an adebn to the rates for
residents with dementia who fall into the lower RUGs categorie%? In 2006
legislation was passed to create additional addns for dementia residents in the
lower RUGs categorieand for bariatric residents. This has not gone into effect (as
of March 2009).

1 In 2008 the Governor proposed in his executive budget for 282010 the addons
for dementia residents (without any programmatic requirements) and bariatric
(without any programmatic requirements at this time). In addition, he proposed a
reduction in payment for residents with lower acuity needs to encourage nursing
homes to find less restrictive settings for these residents who may be
inappropriately placed in the facility. 16

15 There are few requirements attached to this and little oversight, if any, of the few that are in regulation.
16 While this goal is an important one, if this initiative goes into effect, close monitoring must be undertaken

to make sure that people whoneedork i & 7T OOOET ¢ EI I A AAOA AT 1106 OA&AII
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North Carolina
North Carolinagives facilities a specialized rate for:

1 Ventilator dependent residents.
1 Residentsneeding intensive head injuy rehabilitation.

North Dakota
North Dakota gives facilities an adebn for:

1 Ventilator dependent residents.
1 Residents with total parenteral nutrition.

Ohio
Ohio gives addons for:

Residents who are brain injured.

Ventilator dependent residents.

Residerts withend-OOACA ' 1 UEAEI A0O6 O AEOAAOAS
Residents with AIDS.

= =4 4

Oregon

1 Oregon has adebns for complex medical needs of residents. This has programmatic
requirements for the care of such residents.
Pennsylvania

1 Pennsylvania gives an incentive payment to fadies with more than 80 percent
Medicaid residents.

South Dakota
South Dakota gives an addn for:

cannot get care because there is no alternative for them to the nursing home and the nursing home may no
longer want to admit them.
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1 Rental cost of ventilator equipment for dependent residents.
1 Rental of pressure reduction mattresses or low air loss beds (up to $25 a day).

Texas*
1 Texas has an adebn for ventilator-dependent residents. Facilities are not required
to meet any specific criteria in order to receive the supplement other than admitting

ventilator -dependent residents.

Utah*

f Utah gives providersanadd T EA& ORAREADEITBOAI O U Al i bl Aga

add-on is approved if an assessment of the acuity and needs of the resident
demonstrates that the facility is na adequately reimbursed by the RUGS score for
that resident.

Vermont

1 Vermont gives an addon for residents who have unique physical conditions which
make it more difficult to provide care. The adebn must be approved by the state.

Virginia
Virginia givesadd-ons for:

1 Residents who are brain injured.
1 Beds for thetreatment of residents with at least a stagdV ulcer.

Washington

1 Washington can give an adan to the direct care rate for residents who have unmet
AgAADPOET T Al AAOA TAAAO EZAZ EO APDPOI OAO

Quiality Incentives
In order to encourage quality, states have used Medicaid funds in vawms ways. A number

of states have structured their Medicaid casenix reimbursement system in ways to
encourage spending in direct care (acknowledging that spending in direct care is critical to
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quality care). They have done this by setting ceilings (capbk)gher on direct care expenses
than for other expenses, such as idirect expense, or they have put caps only on-direct
expenses. Most do not offer efficiency incentives (see next section on efficiency) in the
direct care areas to encourage spendinGome states even require facilities to spend any
savings they made by spending less than the caps or floors on direct care. One state pays
facilities a higher rate for two months when a resident improves enough to move to a
lower-paying category to encouage facilities to help residents improve. This state also
requires documentation that a negative outcome was not the fault of the facility before they
reimburse for treatment. A few of the states are denying efficiency incentives (see the next
section) to facilities with deficiencies; one state lowers the rate for facilities with major

care problems. Another state will be tying reimbursement directly to quality byising

guality scores to develop limits on certain cost centers. It permits more spending ifiglity

is high. The higher the facility's quality score, the higher its cost limits will b&his

initiative is in current state law but will not be enacted for a number of years.

Some states have also used pools of Medicaid funds from outside the sturetof

traditional reimbursement funds to give to eligible nursing homes to encourage quality.
These include grant programs for special projects improving quality; additional funds for
DAOAEI OI ET Gfor-DRIOEI jOOBARASG AT A 1T OE AualityEThEAT OEOAC
project is focusing on ways in which states can redirect the reimbursement system from
purely a facility cost based system to one which is based more on quality outcomes. Thus,
money that is used in these special pools of funding must albe seen as a part of the
reimbursement system.

Based on our collected information, below is a summary of all quality incentives used by
each state:

Delaware

1 In order to discourage the use of agency staff, Delaware has a cap on reimbursement
for ageng/ nurse costs.

Georgia*
T ' AT OC E-As for gdalitydrequire facilities to meet both clinical and quality of

life criteria. Georgia gives facilities an addn to their rate if they are better than the
state averages on:
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o Performance in clinical areas sch as: (1) the percent of high risk longstay
residents who have pressure sores; (2) the percent of lorstay residents
who are physically restrained; (3) the percent of longstay residents who
have moderate to severe pain; and (4) the percent of shestay residents
who have moderate to severe pain;
and

o Performance in nonclinical areas such as (1) staff retention; and (2) use of
resident satisfaction surveys.

Facilities identified as a Special Focus Facility by CMS will not earn a qualitcentive

unless certain conditions are met (NoteSpecial focus facilities are nursing homes that have
been identified as having long term, serious problems requiring special and intense
oversight).

1 Georgia also has a special initiative giving facilés addons to their rates if their
staffing hours are at least 2.5 hours per resident per day in order to encourage
higher staffing (it is important to note that this is well below both the national
average and good professional standards).

Idaho

1 Idaho has funds to award a quality incentive to facilities recognized for providing
guality care.

lllinois

1 A number of addons for (51), among others, restorative care (i.e. bed mobility,
walking, dressing etc); bladder retraining; psychotropic medication monitoring;
dementia care unit; ventilator care; morbidobesity; pressure ulcer management;
pain management and restraintfree care. In order to receive these addns,
providers must document care.

Indiana

1 Indiana will increase reimbursement based upon facility performance on a nursing
home report card developed by the Indiana Department of Health.
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lowa

T

lowa gives additional reimbursement to a facility that meets certain criteria such as:
o Performanceon surveys.

©O O OO O O O

Number of nursing hours.

Resident satisfaction scores.

Staffretention.

Occupancy levels above 95 percent.

Presence of chronic confusiomr dementia units.
Low use of contracted nursing.

Resident advocacy committee resolution rates.

The resident advocacy committee is a requirement of all lowa facilities. Committee
members represent and advocate for the rights of residents in each facylitThe members
investigate complaints and grievances. This is unique to lowa.

Kansas*

1 The Nursing Facility Quality and Efficiency Incentive factor in Kansas is a per diem
add-on ranging from zero to three dollars. It combines quality and efficiency
incentives. The incentive factor is determined by points using the following
outcome measures:

o

O O O O O

Casemix adjusted nurse staffing ratio.
Operating expense.

Staff turnover.

Staff retention.

Occupancy (total and Medicaid).
Survey findings.

While Kansas also bses its criteria on state averages, it requires facilities to have at least
110 percent of the statewide staffing median or 4.05 hours of direct nursing care per day
per resident in order to receive points towards for the incentive factor. A little ovefour
hours is considered a good professional standard. Kansas tries to discourage the use of
contract or agency staff by limiting their use in this measure.

1 Kansas encourages spending in direct care by administering a wage pdissough
program for direct care workers.

Long Term Care Commu nity Coalition March 2009© 25




1 Kansas has a higher ceiling set for Direct Care costs than for Indirect or Operating
Costs.

Louisiana

1 To encourage spending in the direct care area, Louisiana sets a floor for Direct Care
and Care Related costs centers. Any facility thgpends less than the floor must
reimburse Medicaid for the difference between their spending and the floor.

1 Louisiana gives an adebn for facilities that convert a semiprivate room to a private
room for use by a Medicaid resident.

1 Louisiana has a higher eiling set for Direct Care costs than for other cost centers.

Maine

1 Facilities not meeting minimum staffing ratios have their base year direct cost
component increased.

1 For the Routine cost component only, facilities that spend less than their

prospective rate may retain any savingsis long as it is used to cover direct care

costs

If a facility has been found not to have provided quality of care, reimbursement is

reduced to 90 percent of the rate until deficiencies are corrected.

1 Add-ons are given for reruitment and retention of staff.

1 Acap is placed on administrative costs.

=

Maryland *

1 Maryland encourages quality care for residents needing special licensed nursing
care by giving facilities addons to their rates only if they document and carry out
extensive programmatic requirements with licensed personnel.

1 In order to ameliorate the potential negative incentive in casenix reimbursement
TTO0 0 CAO OAOGEAAT OO AAOOAOh - AOUI AT A EAC
condition improves so that he/sheis classified in a lower paying group and the
resident has been in the higher group for at least two months, reimbursement will
continue at the higher level for two more months.

1 Maryland uses CMP funds (civil money penalties, fines from poorly performing
nursing homes) to fund a grant program to improve quality.
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1 Maryland does not pay for care for stage Ill and IV decubitus ulcers if it is shown
that the ulcers were caused by poor care in the facility.

Massachusetts

1 This state gives facilities an adébn if they score high on a performance tool.

Minnesota *

1 Minnesota gives additional reimbursement to a facility that meets certain criteria

such as:
0 Quality indicators.
o Staff turnover and retention.
o0 Low use of temporary staff.
0 Quality of life.
0 Inspection findings.

1 Minnesota adds and changes criteria each year, depending upon its experiences.

T &AAEI EOEAO AAOT OOOAOOGO6 AAOAA OPIT EI x |
criteria.

1 Resident satisfaction and quality of life interviews are conducted in allursing
facilities on an annual basis. Using a standardized interview, trained interviewers
employed by an independent contractor of the state interview a sample of residents
in each facility. The interview measures: comfort, environmental adaptations,
privacy, dignity, meaningful activity, food enjoyment, autonomy, individuality,
security, relationships and mood.

1 Minnesota also awards payments for quality and efficiency with a pool of money on
a competitive basis.

1 Minnesota will be tying reimbursement rates directly to quality in the near future.
Current state law requires the state to determine limits on cost categories based on
NOAT EOU OAT OAOG8 4EA EECEAO OEA ZEAAEI EOUG
law, this initiative will go into effect once rebasing is phased in.

Mississippi *
1 Mississippi attempted to encourage spending in direct care by requiring facilities

that received the floor cost to increase their spending in this area or return the
money to the state(in 1994-1995).
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Montana

1 Montana adds to the provider rates to increase direct worker wages.

Nebraska
T . AAOAOEAGO AAEI EI ¢ 11T AEOAAO AAOA EO EEC
New Hampshire
f Only New HampshiAd O 0 AOQOEAT O #AOA AT OO0 AAT OAO EAC(
exceptcapital, are paid a flat rate based on statewide averages.
New Jersey
1 New Jersey has created a Nursing Home Quality of Care Improvement Fund to
create a pool of money to be used in a grant program to improve quality care, staff
recruitment and retention and increases in salaries.
New York State
1 The Governor has proposed for his 2009 to 2010 budget the following initiatives to
encourage quality.
o O. OOOET ¢ EiIiT A NOAI EOU PIiT10hd xEITl Ax

20 percent on the following citeria:
0 Inspection findings.
o Staffing levels (including contract staff) with RN numbers more
heavily weighted than other staff.

0 Quality indicators
o Insertion of catheters left in place.
0 Urinary tract infections.
o Increase in need for help with daily actiities.
o Decrease in ability to move about room.

o0 A loan repayment program and scholarship fund to help recruit more nurses.

North Carolina
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1 North Carolina has addons for dietary costs related to religious needs.
T .71 O0E #AOi1 1 ET A8 O Ai§hérithan f@ thé dtherAdst@dnid®. A AOA

Ohio
Ohio has a combination of a quality and efficiency incentive. The criteria are:

Family satisfaction.

Resident satisfaction.

Staff retention (above peer group average).
Occupancy rate.

Medicaid utilization rate.

Casemix scores.

Nursing hours (above state average).
Inspection results.

= =4 4 4 8 45 -5 -9

Pennsylvania
1 Pennsylvania gives a durable medical equipment grant to facilities to enhance the
quality of life.
1 Pennsylvania caps administrative costs.
T 0AT T OUI OAT db dirdcDcarA i& Eighér thap the other areas..

South Carolina

1 South Carolina gives an addn for staff to act as escorts when residents need to go
to out of the facility for a nonremergency service.

South Dakota

f  South Dakota uses a point systemto @A O ET A OEA | A@EI O OAIl /

owner which awards a higher reimbursable salary for owners who have more
experience in the health care field and who have higher levels of education.

T 31 OOE $AET OAGO0 AAEIET ¢ 11 hekcasfcAniersAAOA EO

Texas”
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staff their facilities above the state average and/or compesate their workers above
state averages.

1 Texas also offers an adan for compliance with state and federal regulations and
performance on quality indicators.

T 4A0A06 AAEIEIC 11 AEOAAO AAOA EO EECEAO OE

Utah*

$1,000,000 annually to reimburse nursing facilities that have a quality improvement
plan which includes a number of unique areas:
0 The involvement of residents and family.
0 A process of assessing ameasuring the plan.
o Quarterly customer satisfaction surveys conducted by an independent third
party.
0 A plan for culture change with an example of how the facility has
implemented culture change.
0 An employee satisfaction program.
Facilities cannot havehad any violations that are at an "immediate jeopardy” level at
the most recent survey or during the incentive period. Facilities have to give examples
of how they have assessed and measured their plan and what improvements have been
made.
1 Utah also ha a fund of money to target certain areas for a one time aduh. Each
year the state changes the area. For 2009, facilities that install enhanced nurse
systems, purchase at least one new patient lift system, and/or purchase a new side
entry bath will receive the addon.

Vermont
6AOI T 1080 NOAI EOU ET EOEAOEOA EIlT Al OAAO AEEFEAEA
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Number and level of deficiencies.

No complaints on most recent survey related to quality of & or care.
Resident satisfaction.

Fire safety.

Efficient running of the facility.

=4 =4 -4 4 A
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Efficiency Incentives

States used two basic methods to encourage facilities to operag#iciently.
1 The first method sets limits on reimbursement which are tied to either the median
or mean costs of all facilities within a state or peer group. There are two ways the
states are using this method:

o Reimbursement is limited to a set rate,&gardless of the historical costs of
the facility. Thus, a facility is reimbursed at a median or average stavéde
or peer groupzwide rate. This creates an incentive for facilities to keep their
costs at or below the median in order to avoid an operatmloss or make a
profit. This in turn will lower the median or mean costs of all facilities in
future years.

o Ceilings and sometimes floors are set on spending as a certain percentage of
the median or mean state (or peer groupwide cost. In such a system
facilities spending above a ceiling or below a floor will receive that ceiling or
Al 11T 0 OAOEAO OEAT OEA EZEAAEI EOQUBO AAOOAI
facilities to keep their costs below the well defined limits in order not to
incur a loss (by goingabove the ceiling) or to make a profit (by staying below
the floor). Using ceilings permit facility costs to vary more widely than just
OOET ¢ AOAOACAO 10 1T AAEAT O AO A OAADPB83| 4
spend more than the average or mediaand may encourage facilities to
spend more. The use of floors may encourage facilities to spend less than the
average or median.

1 The second method gives bonuses (efficiency incentives) to facilities who keep their
costs below a ceiling.

o Generally, staes using this method give facilities a percentage of the
difference between the ceiling and the projected cost for the various cost
centers.

0 Most of these states do not include the direct care cost center for such an
incentive because they do not want tencourage reduced spending on direct
care (as doing so could in turn reduce quality of care to residents). As shown
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above in the Access and Quality Incentive sections, some states have
incentives to actually encourage spending on direct care.
0 Some statesnay be combining elements of both of these methods.

Other methods:

1 Some states limit the fraction of the total cost that can be spent on a particular cost
center (for example, administrative cost center or other indirect cost center).

1 Some states requie the facilities to maintain a certain occupancy level. They believe
that this enhances efficiency by spreading out the fixed costs over a greater number
of residents, leading to a lower per capita average fixed cost.

1 Some states give bonuses for makindhanges to a facility that will make it more
efficient such as energy conservation renovations.

Below is a summary of actions taken by the different states.
Arizona

1 Arizona reimburses the indirect and capital portion of the rate at a single statewide
rate.

Colorado
1 Colorado gives an efficiency incentive only in the Administrative, Property and
Room and Board cost centers.
1 Facilities receive this incentive if their projected cost is less than the ceiling cost.
Delaware
1 Delaware gives an efficiencyncentive in the Support and the Administration cost
centers to facilities that maintain costs below the ceiling.

1 It does not provide the incentive in the Direct Cost center.
1 Delaware has set a 90 percent occupancy level for the calculation of rates.

Geagia *
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1 Georgia allows facilities to earn an efficiency incentive in each of its five cost centers
(including direct as well as indirect care) if facilities projected costs are below the
ceiling.

Idaho
1 Idaho gives an efficiency allowance in the Indireatost center only to facilities
whose projected indirect costs are less than the ceiling. This incentive subject to
fund availability.

lowa

T )i xA CEOAO Al AEEEAEAT AU ET AAT OEOA EI
indirect costs are below the state median.
Kansas*
1 The Nursing Facility Quality and Efficiency Incentive Factor (see above in quality
incentives section) is a per diem adebn ranging from zero to three dollars. Itis
designed to encourage both quality care and efficiency.

1 Kansas uses ceilings for all costs.

Kentucky
1 Kentucky reimburses facilities at a statewide median rate.
Louisiana
1 Facilities are reimbursed at a percentage of the statewide median rate for direct
care and administrative and operating expenses.
Maine
1 Maine places a ceiling on reimbursement for all compesation for administration

and policy making functions and all expenses incurred for management and
financial consultation, thus encouraging more efficiency in these areas.
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1 Maine permits depreciation for a number of energy efficient improvements such as:
insulation, energy efficient windows or doors, shades and shutters, caulking and
weather stripping.

Maryland *

1 The state gives an efficiency incentive in the Administrative and Routine cost center
and the Other Patient Care cost center. It does not offére incentive in the Nursing
Service cost center.

1 Facilities receive a percent of the difference between the ceiling and the projected
cost in the Administrative and Routine Cost center to a maximum of 10 percent of
the ceiling cost.

1 For the Other PatientCare cost center facilities receive a percent of the difference
between the ceiling and the projected cost up to a maximum of 5 percent of the
ceiling cost.

Massachusetts

1 Massachusetts gives a flat rate for the Other Operating costs and Nursing costs
centers are calculated by using a statewide flat rate for each of the resident groups.

Minnesota *

1 Minnesota gives an efficiency incentive in all the cost centers except the direct care
cost center.

1 The incentive amount is a percent of the difference (uppta maximum) between the
cost and the ceiling for the indirect care cost centers.

1 The state also has a competitive process for the years 2008 and 2009. Facilities can
apply to the state with specific quality and efficiency improvement projects and the
bestproposals (as determined by an analysis performed by the state) will receive
state funds.

Mississippi *
1 Mississippi gives an efficiency incentive in the Administrative and Operating cost
center.

Long Term Care Commu nity Coalition March 2009© 34




o If the facility's cost falls below the ceiling, then itdministrative and
operating rate is its trended cost plus 75 percent of the difference between
the greater of the trended cost or the median and the ceiling.

1 Mississippi has set the minimum occupancy level at 80 percent for rate calculation
as the statedeems it to be the most efficient.

Montana

1 Montana sets Operating costs as 80 percent of statewide price for nursing facility
services.

1 Montana sets Direct care costs as 20 percent of the statewide price for nursing
facility services, adjusted for acuity

Nebraska

1 Nebraska sets a ceiling on Direct Nursing care cost as a percent of the median peer
group cost.

Nevada
1 Nevada reimburses facilities at a statewide median rate.
New Hampshire

1 New Hampshire applies a ceiling to therapy costs in the Patientf2 cost center
using the 83 percentile of the statewide therapy costs.

1 New Hampshire uses a ceiling in the Patient Care and Capital cost center.

1 New Hampshire uses statewide medians for the other cost centers except for
Capital.

New York State

1 New Yoik State currently uses both ceilings and floors. Its ceilings are the same for
all cost centers. lts floors are lower for direct care costs.
1 The Governor has proposed in his executive budget for 206010 a major change:
o Removal of the ceilings and flocs.
o Paying facilities a regional median rate.
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0 Reducing bed hold payments to 75 percent of the Medicaid rate.
North Carolina

1 North Carolina gives an efficiency incentive in the Direct Care Casex Adjusted
cost center by giving a percent of the differencbetween costs and a ceiling.

1 North Carolina usesceilingsfor the Direct Care Non Cas#lix Adjusted cost center
and the Indirect Care Cost Center.

North Dakota

1 North Dakota sets the Indirect Cost Center at the statewide median. All other cost
centers are set at a specific per diem dollar amount rather than as a percent of
median.

Oregon

1 In Oregon, all allowable costs are arrayed and the basic rate is set at thed63
percentile.

Pennsylvania

1 The state has placed a cap on the administrative costsX® percent of total facility
costs.
1 Pennsylvania sets ceilings as a percent of the median costs within a peer group.

South Carolina

1 South Carolina gives an efficiency incentive in three cost centers: General Services;
Dietary; and Laundry, Maintenance& Housekeeping.

1 Afacility is eligible for this incentive if its actual costs are below the sum of these
three cost ceilings.

1 The state has set the occupancy level at 96 percent for rate calculation.

1 Profit in the cost center of Administration and MedichRecords and Services is
Al 1T xAA E£AZ OEA DPOT OEAAOS6O Al 11T xAAIT A AT 00
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South Dakota

South Dakota uses two levels of ceilings in the Direct Care andDirect Costs
centers which are each set as a percent of the statewide mediarsts.

The first ceiling pays up to 100 percent of costs; all costs up to a second ceiling are
paid at 80 percent of costs.

Texas*

T

Utah*

T

Facilities are paid at the statewide median or mean, depending on the cost center.

Utah reimburses operating costat a flat rate.

Vermont

l

The state has set the minimum occupancy level for facilities (except those with 20 or
fewer beds) at 90 percent when calculating the rate for Nursing Care and Ancillary
cost centers.

The state gives an adjustment for costs relatkto installation of energy conservation
devices or other efficiency measures.

Nursing Care and Resident Care cost centers have ceilings sets as a percent of the
statewide median.

Washington

T

The state gives an adebn for capital improvements for all newor replacement

building construction or major renovation projects.

Washington uses a minimum occupancy rate for all cost centers except Direct Care
to set rates

Washington uses ceilings in all cost centers as a percent of the median costs in peer
groups.
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West Virginia

1 West Virginia uses a minimum occupancy level of 90 percent while calculating
allowable costs per patient day.

1 The state gives an efficiency incentive to facilities whose projected Standard
Services costs are less than the ceiling up to a ri@mum daily amount.

1 A facility may be denied the efficiency incentive if they have any deficiencies during
the reporting period.

1 The state uses ceilings for individual subcomponents of the Standard Services Cost
Center by finding the average peer group cosor facilities and then adding the
averages together.

1 The state uses ceilings for individual subcomponents of the Mandated Services cost
center by finding the average peer group cost for facilities and setting costs in the
90th percentile as the ceiling.

One major issue arises for all of the incentives: are they being evaluated on a regular basis
to make sure that they are meeting the goals for which they we@iginally intended?
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CASE STUDIES

GEORGIA

Georgia has 346 nursing homewith 33,982 residents of which 74 percent are on Medicaid.
The state uses the RUGs 184 group model, is costbased and rebased annually. The state
uses five cost centers: Routine and Special Services, Dietary, Laundry and Housekeeping,
Operation andMaintenance of Plant, Administrative and General and Property and Related.

Access Incentives

Georgia gives facilities a rate adjustment for admitting residents with moderate to severe
cognitive impairment. This initiative was developed to encourage filties to accept these
residents who were being turned away from nursing homes. In order to qualify for the rate
adjustment facilities need only admit such residents. There are no programmatic
requirements attached such as special staffing or training.he state has not evaluated
whether this initiative has met its goal of increasing access for those with cognitive
impairment.

Quiality Incentives

Improving Quality

Facilities are given a one percent addn to the rate for the Routine and Special Servise
cost component or center. To qualify for such a rate adjustment, a facility must obtain a
minimum of three points based upon a number of different criteria:

1 One point must come from performing above state averages in the following clinical

areas.
o Percen of High Risk LongStay Residents Who Have Pressure Sores.
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o0 Percent of LongStay Residents Who Were Physically Restrained.
o Percent of LongStay Residents Who Have Moderate to Severe Pain.
o Percent of ShortStay Residents Who Had Moderate to Severe Pain.

1 One point must come from the norclinical areaz staff retention and use of resident
satisfaction surveys. The state has contracted with My InnerViéwfor the non-
clinical section. According to state staff, facilities must demonstrate that they
participated in the uniform resident satisfaction survey process through My
InnerView.

o Facilities report quarterly averages for staff retention.

1 The third point can come from either the clinical or norclinical.

Facilities placed on the Special Focus Facililigt generated by CMS will not earn a quality
incentive unless the following conditions have been met:
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placed on the list, does not have a deficiency cited over Level E scope agnksity;
and
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on the list, does not have a deficiency cited over Level E scope and severity; or

A If the facility is removed from the special focus list by CMS for any othegason.

Interviewed state staff indicated that this initiative has been very successful in the short
time it has been in effect (April 2007 was the start date). They believe that there has been a
decrease in the use of restraints, pressure sores and resis in pain. Because of this, the
state average threshold has gone up and facilities must continue to do better to qualify. In
addition, providers seem to want to qualify; the percent of facilities applying has gone from
50 percent to 82 percent. Statetaff is considering creating a new level of enhancement: 2
percent with additional criteria that will include the requirement that resident satisfaction
surveys demonstrate that residents are satisfied. The one caveat raised was that the fiscal
problems of the state may necessitate the removal of this initiative.

17 My InnerView is a company that provides researchral collects data to drive performance improvement
and business outcomes. My InnerView releases the anniNdtional Survey of Consumer and Workforce
Satisfaction in Nursing Homesvhich is based on a dataset about resident, family and employees satisfaatio
in nursing homes.
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Increasing staffing numbers/staff compensation

Georgia has an initiative (begun in 2003) to encourage more staff in nursing homes by
giving facilities an addon to their rate. In order to qualifyfor a 1 percent addon, a facility
must average at least 2.50 nursing hours per resident per day which is the minimum state
staffing standard. However, since the national average is 3.5 and studies have indicated
that an average of approximately 4.1 how is needed to provide adequate care and quality
of life, while 3 hours is the threshold below which residents are at a high risk for harm, it is
important to note that this initiative is in fact awarding facilities for staffing levels that are
sub par onseveral important indicia. State staff believes this initiative has begun to
address staff retention, but have not formally evaluated the incentive.

Efficiency Incentive
Georgia uses ceilings and permits a facility to earn 75 percent of the differenbetween the

ceiling and its projected costs in all cost centers (including direct care), subject to a
maximum per diem amount.
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KANSAS

Kansas has 331 nursing homes with 18,588 residents of which 53 percent are on Medicaid.
Kansas useshe RUGs IH34 group model and is cost based. The state uses three cost
centers: Direct Care, Indirect Care and Operating.

Access Incentive

The state was paying upwards of $1,000 a day for ventilatatependent residents who

were in out-of-state facilities or who were in hospitals where they no longer needed acute
rehabilitation. In order to encourage both access for these residents and to lower Medicaid
costs, the state initiated an adebn for ventilator-dependent residents. State staff believes
that this initiative has provided access and addressed the fiscal concerns. At least one
resident was able to move back to Kansas from an oeof-state facility and currently there
are 16 individuals enrolled in the program. There is now one facility in the statthat

admits these residents. The facility must develop a care plan for each ventilatdependent
resident which is subject to outside review. The one unanticipated consequence has been
that the caseload for this program has grown more quickly than theate thought. In fact,
according to state staff, several residents from a nearby state moved to Kansas to access
this service. However, according to a response to a follewp survey, a representative of
consumers in the state believes that this initiatre has not been successful because there is
still only one facility in all of Kansas that will take residents who are dependent on
ventilators.

Quality and Efficiency Incentives
The Nursing Facility Quality and Efficiency Incentive Factor was implemerdan 2002. It is
designed to encourage quality care and efficiency. The incentive factor is a per diem ad

ranging from zero to three dollars. It combines quality and efficiency incentives. The
incentive factor is determined by points using the follovng outcome measures:
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Casemix adjusted nurse staffing ratio.
Operating expense.
Staff turnover.
Staff retention.
Occupancy (Total and Medicaid).

1 Survey findings.
CaseMix Adjusted Nurse Staffing Ratio
Providers may earn up to two incentive points fotheir case mix adjusted nurse staffing
ratio. The ratio is based on the hours reported for RNs, LPNs, licensed mental health
technicians, medication aides, nursing aides, restorative and rehabilitation aides and
contract nursing. Facilities will receive two points if their casemix adjusted staffing ratio
equals or exceeds 4.42, which is 120 percent of the statewide median of 3.68. They will
receive one point if the ratio is less than 120 percent of the median but greater than or
equal to 4.05, which is 11(percent of the statewide median. Providers with staffing ratios
below 110 percent of the median will receive no points for this incentive measure.
According to state staff, eligibility for this incentive goes up each year as more and more
facilities vie for the reward and the median staffing ratio rises. While Kansas does base its
criteria on state medians, it has required facilities to be above the medians at a high enough
percentage to make sure that facilities must staff at what would be a safe staffileyel in
order to qualify.
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Operating Expense

Providers may earn one point for low operating expenses. Providers with per diem
operating expenses below 90 percent of the statewide median per diem operating expense
will earn one point.

Staff Turnover

Providers may earn up to two points for their turnover rate outcome measure. Providers
with direct health care staff director of nursing, registered nurse, licensed practical nurse,
licensed mental health technician, and aidesurnover equal to or below the 75th

percentile statewide will earn two points. Providers with direct health care staff turnover
equal to or below the 50th percentile statewide will earn one pointContract labor is an
excluding factor from the turnover criterion: contracted labor coss cannot exceed 10
percent of the provider's total direct health care labor costs.
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Staff Retention

Providers may earn up to two points for their retention rate outcome measure. Providers
with staff retention rates at or above 73 percent, the 75th perceile statewide will earn
two points. Providers with staff retention rates at or above 64 percent, the 50th percentile
statewide will earn one point.

Occupancy (Total and Medicaid)
Providers may earn up to two points for their occupancy outcome measureéthey have
total occupancy greater than or equal to 90 percent they will earn one point.

Each provider is awarded points based on their outcome measures and the total points for
each provider determine the per diem incentive factor included in the prader's rate
calculation. Thirty -eight percent of the nursing home providers have received a quality
incentive factor of $1.00, $2.00 or $3.00 in their Medicaid per diem rate.

Documentation Required

The most recent cost report data for each provider are @sl to determine these outcome
measures. These cost reports are field audited and the state focuses on those providers
receiving the adjustment. The state asks the facilities to provide the following information
on the cost reports for staff turnover and etention: beginning number of employees,
number of employees hired, number terminated, ending number of employees, number
part-time and number full-time, number of employees retained, percent of turnover and
percent of retention. This is required for alemployees by position. There is a two year lag
between performance (data year) and award year. Thus, incentive awards given in 2006
were based on data from 200418

State staff explained why they included these staffing outcomes in the initiative. They
stated that research has shown low staff turnover and high staffing ratios are correlated to
quality of care. Staff turnover causes training and recruitment costs to increase, so low staff

18 Bott, M., Dunton, N., Gajewski, B., Lee, R., Boyle, D., Bonnel, W., Averett, E., Becker, A., Coffland, V.,Wrona, M.,
Chapin, R., and Rachlin, R. Trends In Kansas Nursing Facility Turnover After The Implementation Of A State
Incentive Program, For the Kansas Department on Aging, By the Kansas Nursing Facility Project, University of
Kansas, September 16, 2008
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turnover should reduce those expenses. The state also believestthagh occupancy can be
associated with consumer satisfaction.

Survey Outcomes

There are two criteria for survey outcomes. Homes will receive two points if they have a
deficiency free survey and remaining homes that have no more than five deficienciesneo

of which is greater than a scope and severity of E (deficiency which has caused a pattern of
harm), receive one point.

State staff believes that this initiative has met its goals. They feel that providers are
concerned about how to improve their perbrmance on these outcome measures and many
of the statewide statistics have gradually increased. One respondent to our follow up
survey of consumer/ombudsmen groups in Kansas stated that the criteria of operating
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should be added: consistent nurse staffing, which has also been shown to improve both
quality of care and life.

Evaluation of the Program
4EA OOAOA AOEAA OEA 571 EOAOOE &siccésghn lewelinpA O Ol
staff turnover.1® The study found that:

1 In 2009 (performance data year 2007), nursing facilities earned an average of just
over 3 incentive points out of a possible 9.

1 Total staff turnover in Kansas nursing facilities declined betwen 2001 through
2004, the period prior to the implementation of the incentive program. In the two
years following program implementation, the turnover rate increased.

1 Turnover trends differed by job title, but the incentive program did not appear to
havea positive effect for any category of nursing staff. Turnover among RNs
increased from 60 percent in 2001 to 69 percent in 2006. LPN turnover declined
from 68 percent in 2001 to 63 percent in 2003, then in 2004, the year prior to
program implementation LPN turnover rates began to rise, reaching 65 percent in
2006. Turnover rates among certified nursing assistants (CNAs) declined
significantly from 102 percent in 2001 to 87 percent in 2004 then rose by 5
percentage points to 92 percent in 2006.

19 1bid.
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1 The incentve program did not appear to promote organizational change for any
type of facility, but it could have rewarded the ones that already had lower turnover
rates.

1 Nursing facility turnover rates are driven by turnover of certified nursing aides, the
largestoccupational group. Aide turnover may be strongly affected by economic
trends. Trends in nursing facility staff turnover bore an inverse relationship to
trends in the Kansas unemployment rate. Thus, any beneficial effect of the incentive
program could have been overshadowed by economic circumstances.

The study made the following recommendations. The state should consider:

1 Offering incentive points to facilities that improve their outcomes, in addition to
offering points for achieving certain outome levels.

1 Educating nursing facilities across the state about the various elements of the
program and providing examples of the potential levels of benefit.

1 Decrease the lag from performance to reward to one year.

1 Focusing the program on fewer otcome measures to communicate priorities.

Wage-Pass Throughs

Kansas had a wage pagfrough program that began on September 1, 1999 and ended on
June 30, 2001. It was driven by provider initiated legislation. The intent was to increase
staff compensatian and thus, hopefully, reduce staff turnover. Providers applied for a per
diem add-on to their rates. The amount of funds in the program was proated so that all
eligible providers received some funding. Facilities could spend the funds on wage
increases, bonuses or new staff. Providers than submitted reports demonstrating
enhancements they had made to compensation for qualifying staff positions (direct care
staff). State staff indicated that they did not believe this initiative was successful. Thetsta
found that staff turnover did not decrease significantly and that some providers used the
passthrough in place of annual cosbf-living increases which contributed to wage
inflation. Since the goal was to increase staff compensation over what wouldvea
ordinarily been given, state staff believe that the pasthrough funds supplanted regular
wage increases. State staff indicated that it would have been better to require that the
funds be used for bonuses rather than increased compensation. Consumesponse to our
follow up survey agreed with state staff on this.
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Efficiency Incentives
Kansas uses ceilings with the direct care ceiling higher than the indirect or operating cost
centers.

Future Initiatives
The state is looking into Pay for Performancand using the Fair Rental System for Property
rates.

MARYLAND

- AOUI AT #ix §ysteinth@sheen in place since the 1980s. Maryland has 216 nursing
homes with 23,092 residents of which 61 percent are on Medicaid.

Maryland does not use the RUGsadel. Using components of the Minimum Data Set
6 AOOETT ¢8mh - AOUI AT A6O OUOOATI EO AAOGAA Obi|
Living (ADLs) and need for and receipt of ancillary nursing services. Using mobility,

bathing, dressing, continenceand eating, each recipient is assigned a reimbursement level
depending on his or her degree of dependency in ADLs and classified into one of four
groups: Heavy Special Care, Care, Heavy Care, Moderate Care and Light Care. The system
has four cost centersNursing Service; Other Patient Care; Administrative and Routine; and
Capital. In addition to the rate based upon the resident levels of need, facilities may also be
reimbursed for ancillary services.

Quality and Access Incentives

Encouraging Licensed Nursing and Medical Services

Maryland encourages special licensed nurse care. According to interviewed state staff,
when the system began in the 1980s, many individuals were backing up in hospitals and
the state wanted to encourage their admittance to nursig homes by paying more for

skilled nursing care. For most of the services given enhanced reimbursement, the state has
been careful to detail the criteria the home has to follow in order to qualify and how it must
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document that such care was needed and w@lly given. Thus, the state is encouraging both
access and quality and holding providers accountable for care. Below are the services the
state has decided to focus on:

Decubitus Ulcer Care

1 Enhanced reimbursement for treatment of severe ulceAscordng to state staff, the
general reimbursement rate covers care for a stage | or Il ulcer. The added
reimbursement is only for care of a stage Il or IV ulcer or similar condition, but only
if it is documented not to be the result of poor care in the facilf. The state requires
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admission or that it is not the result of inadequate or inappropriate care by the
facility. If a decubitus ulcer develops even with preventative tr@tments, the facility
will be reimbursed only if it documents that such development was inevitable. In
addition, the facility is required to show physician notes documenting periodic
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treatment that can be used and key documentation that must be provided to the
state.

o A crucial issue is whether facilities with residents with stage Il or IV ulcers
that are determined to have been caused by inadequate care in the fagi
will give these residents the care they need to treat these problems without
receiving additional reimbursement to do so. State staff indicated that it is
relying on the inspectors who annually inspect nursing homes to monitor
this.

1 Enhanced reimburement for support surfaced.his includes mattress replacements
and pressure reducing support surfaces with an inflated cell depth of at least five
inches.

In order to be eligible for reimbursement, the facility must meet the criteria for
reimbursement of decubitus care (see above). In addition, the surfaces must be
ordered by a physician; the records must document their use according to
DEUOEAEAT 80 1T OAAOON AT A OEA AAOA bpI Al
providing overall health care sevices to heal the ulcer and prevent recurrence. The
state lists quite a number of specific key documentation that must be presented.
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1 Enhanced reimbursement for negative pressure wound theraplaryland initiated
an enhancement that began on October 2007. This applies only to treatment of
stage Il and IV ulcers and must follow criteria stipulated for reimbursement for
decubitus care (see above). In addition, the facility must document that traditional

methods did not heal the wound or, because oEtA OAOEAAT 080 | AAEAA

traditional methods will not work or are contraindicated. Here too, the state lists a
number of key documents needed to be provided and some specifics of how to use
the therapy.

The state has not evaluated the successtbkse initiatives as of yet. In a followup survey
LTCCC conducted of consumer representatives in Maryland, one respondent questioned
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doing this for some time. If it werewildly or even mostly successful, we wouldn't have one
of the highest highrisk, longOOAU DOAOOOOA OI AAO OAOAO ET OBH

Turning and Positioning

In order for the facility to qualify for this enhancement, the resident must require 24 hours
of turning and positioning and must be on a two hour turning and positioning schedule. In
addition, the state requires a licensed nurse to document on each shift that the resident has
been turned and repositioned.

Tube Feeding
This must be the primary method offeeding. Care must be documented.

Ventilator Care/Suctioning/Tracheostomy Care
Ventilator care can only be provided in a facility authorized to provide ventilator care. Care
must be documented.

Communicable Disease Care

The facility must document thatthey are giving physicianordered individualized
treatments in order to qualify for the enhancement and must document that care was
given.
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Oxygen/Aerosol Therapy

Care must be physician ordered and provided by a licensed nurse or registered respiratory
therapist. Care must be documented and be signed by licensed medical personnel for each
shift for which care was provided.

Therapy Services

In order to qualify, the resident must need a qualified therapist to perform or supervise the
therapy; it must bephysician ordered; and it must be restorative. Proof of provision of
therapy is required.

Central Intravenous Line and Peripheral Intravenous Care

In order to qualify, the care must be physician ordered and frequently evaluated and must
be administered and monitored on a 24 hour basis by an RN. All other staff must be
adequately trained. All care must be documented showing appropriate dressing changes
and treatments must be signed off by the licensed professional performing the procedure.

Quiality In centives

Counteracting Negative Incentive Not to Care for Residents

Maryland has an initiative to attempt to ameliorate the fact that the casmix system may
not encourage facilities to help residents improve or maintain their function (their rate
drops if they do). In addition, this initiative recognizes that when a resident improves it is
difficult to immediately cut costs. Maryland continues to pay a facility at a higher caseaix
rate for two months if a resident, who has been in the higher group foit ¢east two months,
improves and therefore is placed in a lower paying casmix group. Here too,
unfortunately, the state has not conducted any evaluation of this initiative to see if it is
meeting its goals.

Pay for Performance
Maryland is consideringimplementing a Pay for Performance (P4P) initiative. They read
the report that LTCCC released in 20@G8 and are considering developing a program where

20 An Assessment of Pay for Performance for Nursing Homes With Recommendations for Policy Makers,
http://ltccc.org/publications/documents/L TCCCP4Preportfinal08.pdf (2008).
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facilities would have to meet multiple criteria in order to receive an award rather than
improve on only one indicator (a problem with some P4P programs identified in the
report).

Efficiency Incentives

Maryland uses ceilings and gives facilities a percentage of the difference between their
costs and the ceilings in Administrative and Routine costs and OthBatient costs centers.
It does not permit this in the Nursing cost center.

MINNESOTA

Minnesota uses RUGs H34 group model, is cost based and has five cost centers: Nursing
Services, Other Care Related Services, Other Operating, Extermeddrand Property. The
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residents of which 57percentare on Medicaid.
Quiality Incentives

Working with the University of Minnesota, Minnesota has implemented a threpronged
approach to improving quality in its nursing homes.

Use of Nursing Home Report Cards

As a result of legislation (2001) the state developed a report card for each nursing home
and publicly reports this information. By publishing information about quality of care in
nursing homes, the state hopes that all facilities will strive to get the best scores possible.
This report card (see
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http://www.health.state.mn.us/nhre portcard/nhreportcardfactsheet.pdf) lists seven
guality measures to help the public compare nursing homes. The seven indicators are:

Resident satisfaction and quality of life.
Quiality indicators z clinical quality.
Hours of direct care.

Staff retention.

Use of temporary nursing staff.
Proportion of beds in single bedrooms.
State inspection results:!
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Each nursing home can receive from one to five stars on each measure. According to state
documents, a great deal of effort goes into making sure tliata reported by facilities or
gathered through other means are gathered consistently, in accordance with detailed
definitions. The statistics have been compiled using methods developed at and, in some
cases, with consultants from, the University of Minrgota. Much of the information was
provided by nursing facilities but is subject to audit by the state.

Four of the seven measures (resident quality of life/satisfaction, riskadjusted quality
indicators, direct care staff hours per day and direct care stfaretention) have stars
assigned based on the distribution of the results for all Minnesota nursing facilities. For
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standard deviation from the mean.

Resident Satisfaction and Quality of Life

Resident satisfaction and quality of life interviews are conducted in all nursing facilities on
an annual basis. Using a standardized interview protocol, trained interviewers employed
by an independent contractor of the state iterview a sample of residents in each facility.
The interview measures:

1 Comfort.
1 Environmental adaptations.

21 An eighth measure, direct care staff turnover, was dropped from the report card in October 2006.
According to state staffthis measure was dropped from the report card for methodological and conceptual
reasons. Turnover was difficult for the state to define, for providers to accurately give the needed
information to calculate it, and for both sides to reliably calculate iand get the same result.Turnover was
also seen as confusing and a bit redundant to some when retention and total staffing hours were already
included.

Long Term Care Commu nity Coalition March 2009© 52



http://www.health.state.mn.us/nhreportcard/nhreportcardfactsheet.pdf

Privacy.

Dignity.

Meaningful activity.
Food enjoyment.
Autonomy.
Individuality.
Security.
Relationships.
Mood. 22
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A summary score is construted by calculating an average score for each domain, then
finding the average of these domain scores. The summary score is then redjusted (using
age, gender, length of stay, cognitive ability, activities of daily living, facility location and
percentage of short stay residents) to level the playing field among all providers,
controlling for resident and facility characteristics that are generally not a result of
provider performance. See:
http://www.health.state.mn.us/nhreportcard/technicaluserguide.pdf for more detalils.

Use of Quality Add-Ons

Minnesota has an initiative where facilities who meet a combination of certain criteria

receive adjustments to their rates. SNCOEEO EO AT T OAET AOAA xEOQOE
funding for this initiative uses the same indicators as the report card. Thus, the state

makes sure that any funding given to nursing homes has the same goals. With experience
the state adds and changegiteria each year. Thus, in 2006 the criteria, with the

percentages (weights) for each, included:

Quiality indicators z 40%.
Direct staff turnover z 15%.
Direct staff retention z 25%.
Temporary staff usagez 10%.

= =4 -4 =
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state staff, the domain included two questions and asked if the resident participated in religious services at
the facility, and if the offered religious services were meaningful to themThese questions seemed to assume
that attending and being saisfied with services is the desired outcome when residents may not want to
attend. Also, interviewers and observers reported that many residents were uncomfortable with this domain
because it is so personal in a way the other domains are not.
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1 Inspection findingsz 10%.

In 2007:

1 Quality of life z 20%.
Quiality indicators z 35%.
Staffing levelsz 10%.

Staff retention z 20%.
Temporary staff usagez 5%.
Inspection findings z 10%.
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Staffing information is gathered from the cost reports submitted by facilities. According to
state stdf, this has been very successful. Quality of life and care has improved. In a follow
up survey with consumer representatives in Minnesota, one respondent felt that higher
OEOAOET I AO @Gé h lighek stahdard @Aclrg actOss the board andtifs met
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Tying Reimbursement Directly to Quality

Minnesota will, in the next few years, once rebasing is phased in, use scores from its
nursing home report card as it develops limits on certain cost centers. It willggmit more
spending if quality is high. The higher the facility's quality score, the higher its cost limits
will be.

Use of Pay for Performance

Facilities are given funds for submitted project proposals that the state deems worthy of
funding. State evalates what the facility said it would do and if it does not, percent of the
funding is returned to the state.

Efficiency Incentives
The state uses ceilings and facilities can keep p@rcent of the difference (up to a
maximum of $3 per resident per d§) between the cost and the ceiling for each of the cost

centersexcept the direct care cost cente3tate staff believes that the state does not want to
encourage less spending in the direct care cost centers.
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MISSISSIPPI

homes with 36,696 residents of which 77 percent are on Medicaid. Mississippi uses RUGs
[11-34 group model is cost based and has 6 cost centers: Direct Care; Care Related,
Administrativ e and Operating; Property; Hold Harmless and Return on Equity.

Access Incentives

Alzheimer Residents

Mississippi gives providers an incentive to build Alzheimer units. It acknowledges that it
costs more to care for a resident in a unit than in the genarpopulation. The state gives
higher weights for Alzheimer residents in certain RUGs categories only if they are cared for
in an Alzheimer unit. These are some of the Clinically Complex (and Clinically Complex
with Depression), Cognitive Impairment, Behaioral Problems and Physically Functioning
categories. In addition, Mississippi gives facilities with an Alzheimer unit a higher fair
rental value for their capital costs. State staff believes that this initiative has been
successful. A number of unitgvere put in place.
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Heavy Care Residents

Mississippi has an incentive to encourage facilities to admit heavier care residents. When
the system began in 1993, there was a major backup in hospitals and many people were
having trouble getting admitted to anursing home. Most facilities had a waiting list. The
RUGs weight of a number of selected groups was increased by 2 percent for those facilities
spending in direct care and care related costs above the floor. The 2 percent enhancement
to certain RUGs cagories is only available to facilities whose case mix adjusted direct care
and care related costs are greater than or equal to 9frcent of the median for the cost
report period being used to compute the base rate.

The state has no specific programmaticriteria a facility has to follow in order to be eligible
for this increase other than admitting individuals in these categories.

Quiality Incentives

For two years, in 1994 and 1995, the state implemented an initiative to encourage
providers spendingbelow the floor to spend at least at the floor in direct care. The state
gave providers who were spending below the floor in the Direct and Care Related
components the floor rate. However, the state stipulated that if the providers did not
increase theirspending in these areas, they would have to return the funds to the state.
The idea was to give providers an opportunity to have upfront funds, while urging them to
spend in direct care. Upon evaluation, the state found that while some facilities spehet
additional funds, others did not. The intent was to offer this initiative only once to
encourage spending in direct care. State staff indicated that there were many problems in
recovering funds not spent.

Use of Civil Monetary Penalty (CMP) Funds

Mississippi offers facilities additional funds from their CMP account (made up of fines for
poor care) in the form of grants for specific projects to improve nursing home care. This is
not open to facilities that give poor care as determined by the inspeot system.

Efficiency Incentives

Mississippi gives providers an efficiency incentive in the Administrative and Operating

AT 000 AT 06 AAT OGAos ) £# A EAAEI EOQUBO AT 000 A

Operating rate is its trended cost plug5 percent of the difference between the greater of
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the trended cost or the median and the ceiling. This incentive is not included in the direct
care areas. This initiative has not been evaluated.

Under the premise that higher occupancy levels mean tier efficiency, Mississippi
encourages higher occupancy levels by calculating total patient days at a minimum of 80
percentoccupancy. Staff believes that this has been successful.

TEXAS

Texas has recently changed its Medicaid nursing honneimbursement system to RUGs Il

with 34 groups (September, 2007). According to state staff, it was changed for a number of
reasons. One, RUGS lll has been updated by the federal Centers for Medicare and Medicaid
Services (CMS). The state also wantedlie able to compare itself more easily to other

states and cut paperwork by requiring the federally required assessment tool used for
reimbursement to be used as well for care planning (instead of the tool the state had been
using). In addition, state stafindicated that RUGs Il has more variation. It did not choose
RUGs Il with 53 groups as New York is doing because the state believes the 34 group
model is more appropriate for Medicaid in Texas as Texas has little Medicaid covered
rehabilitation (which OEA AAAEOEI T Al AAOACI OEAO Al OAO(Qs
Direct Care Staff, Other Recipient Care, Dietary, General/Administrative and Fixed Capital
Assets. The state has 1149 nursing homes caring for 86,698 residents withi&rcent on
Medicaid.

Access Incentives
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Texas has an adan for ventilator-dependent residents. They have had this for about 15
years. To qualify, a resident must require artificial ventilation for at least six consecutive
hours daily and the use must be prescribetly a licensed physician. The addn for
residents requiring continuous artificial ventilation is 100 percent of the per diem
ventilator rate supplement. The adebn for residents requiring artificial ventilation for at
least six consecutive hours dailys 40 percent of the per diem ventilator rate supplement.
Facilities are not required to meet any specific programmatic criteria in order to receive
the add-on other than admitting ventilator-dependent residents.

In response to interview questions, statestaff indicated that they believe this adeon was
implemented to encourage access for ventilaterdependent residents. There were initially
only a few facilities in the state willing to take these residents and since Texas is a large
state, there was adrge distance between them. This meant that many residents were
forced to go into facilities far from their homes, families, and support structures. One of the
most significant questions the state is now raising about this incentive has to do with
quality .

According to state staff, there is evidence that some facilities taking ventilat@ependent
residents have had major quality problems (two have had to be shut down). According to
state staff, the federal Centers for Medicare and Medicaid Service®) has also been
concerned with this.

Quality Incentives

Increasing staffing numbers/staff compensation

Texas has an incentive to encourage facilities to increase direct care §itad and/or
compensation to direct care staff. Facilities can enroll in an enhanced staffing program by
committing to staff their facilities above the state average and/or compensate their

workers above state averages. Facilities are required to fill bannual staffing and
compensation reports which reflects the activities of the facility while delivering

contracted services from the first day of the rate year through the last day of the rate year.
This report is used as the basis for determining com@nce with the staffing requirements
and recoupment amounts. All of these reports are audited and some are field audited. This
initiative has been in effect since June 2000.

This was a legislative initiative. Stakeholders believed that it was crucial increase staff to

improve quality. By allowing facilities to receive this enhancement by either increasing
staffing or increasing compensation, facilities are given the flexibility to make changes in
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ways that make the most sense for their geographic lottan. For example there are staffing

cost differences in various parts of the state and some facilities might want to apply the
additional reimbursement to higher compensation. When asked if this program has been
successful in raising staffing levels, sta staff felt that it did. However, the state has not

looked into this for five years. It examined staffing levels two years after the program

began in 2000 and found that it was successful. The state hopes to evaluate it again soon.
However, research mdicates that although staffing levels are rising, this is true nationwide

AT A 4AA08 OAOAO AOA OGEIIT AAITx OEA TAOEII

In addition, state staff indicated that there were unintended consequences with this
initiative. The funding for this initiative is limited. Thus, the state is unable to accept new

DOl OEAAOO EIT O OEA DOiI GCOAI O1OEI All T1A DPOJ

funding at higher levels. State staff believes that a competitive disadvantage has been

created for some provders who cannot get funding. The response by a consumer
OAPOAOAT OAOEOA O1 ,4###60 A 11T x Ob O0000AU
about as states develop such incentives: since enhanced payment is based upon actual

state averages rathertan a good standard of care, the state is paying additional funds ($75
million in 2005 to 948 homesg*#) to some nursing facilities to staff below industry

recognized minimum safe staffing levels.

Performance Add -On

Texas had a Performance Based adih which gave money to facilities based on both their
compliance with state and federal regulations and resident quality indicators. This lasted
only a few years because of the fiscal crisis in the state. According to state staff, even when
it was in place, tley believed that the amount of funds available was not enough to effect
change. The most any one facility could get was $36,000 and most received less. In order
to qualify, facilities had to be in the top 10 percent on 5 quality indicators as well as cqiy
with regulations. Even though this initiative has ended, Texas still has a unit that focuses
on quality. It has a quality websitehttp://gmweb.dads.state.tx.us/ which has resources

for facilities looking for best practices. It also has state staff that focuses on helping
facilities with quality assurance.

23 Harrington Charlene, Ph.DCarrillo Helen, M.S., Woleslagle Blank Brandee, M.A. Nursing Facilities, Staffing,
Residents and Facility Deficiencies, 2001 Through 200 Department of Social and Behavioral Sciences
University of California. San Francisco, CA 94118gtember 2008.

24 Texas State Auditor's Office in April 2005, #0933, page 36.
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Efficiency Incentive

Facilities are paid a flat rate based on either the median or mean statewide costs depending
on the cost center.

UTAH

Utah uses the RUGs B4 group model and has three cost centers: Nursing, Operating and
Property. The state has 84 nursing homes with 9416 residents of which 53 percent are on
Medicaid. It uses casmix for Nursing (59 percent of the rate), flatbased for Operating
(29%) and a fair rental system for Property.

Access Incentive

Paying More for Behaviorally Complex Residents

Utah gives providersanadd T E&AZ OEAU AAI EO OAAEAOEI OAI 1 U
must apply for this addon. The addon is approved if an assessment of the acuity and

needs of the patient demonstrates that the facility is not adequately reimbursed by the

RUGS score for that resident. Behaviorally complex residents are residents who are more
demanding and more diffcult. One of the issues raised by state staff is whether the criteria

for eligibility are strict enough; many nursing home residents might be able to fit into this
category. According to the regulations, "Behaviorally complex resident” means a letegm

care resident with a severe, medically based behavior disorder, including traumatic brain
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injury, dementia, Alzheimer's, Huntington's Chorea, which causes diminished capacity for
judgment, retention of information or decisionrmaking skills, or a resident,who meets the
Medicaid criteria for nursing facility level of care, and who has a medicalyased mental
health disorder or diagnosis and has a high level resource use in the nursing facility not
currently recognized in the case mix.

Quiality Incentives

Encouraging Quality Improvement Plans
Utah sets aside $1,000,000 annually to reimburse nursing facilities that have a quality
improvement plan which includes:

The involvement of residents and family.

A process of assessing and measuring that plan.

Quarterly customer satisfaction surveys conducted by an independent third party.
A plan for culture change with an example of how the facility has implemented
culture change.

1 An employee satisfaction program.

= =4 4 A

Facilities can have no violations that are at an "imediate jeopardy” level at the most
recent survey and during the incentive period to qualify.

Facilities have to give examples of how they have assessed and measured their plan and
what improvements have been made. The goal of the incentive was to encage quality
improvement plans and to improve the resident experience. Planning and implementing
culture change has been recently added to this initiative. State staff believes that this has
been successful.

In a LTCCC followup survey with consumer representatives in Utah, one respondent stated
OEAO EA O Akrhicate failids Gholld nbt @ceive extra financial
reimbursements for services that should be and are required by state and federal
OAcCOI ACGET 1 0856

Encouraging Facility Care Improvement

Each year the state has targeted certain areas for a one time aold for qualified facilities.
Thus, for 2009 addons will be given for facilities who:
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1 Install enhanced nurse call systems which do not primarily use overhead paging
such as: pagers, celllpnes, personal digital assistant devices, harukld radios, etc.
xEEAE AAT AA OOOTAA T &£ 111U AO OEA OAOE
response times.

1 Purchase at least one new patient lift system capable of lifting residents weighing
up to 450 pounds and one new heavy duty lift capable of lifting residents weighing
up to 1,000 pounds or two heavy duty lifts.

1 Purchase a new side entry bath that allows the resident to enter without having to
step over or be lifted into the bathing area.

In 2008, add-ons were given to facilities to improve clinical information systems, heating,
OA1 OE1 AGET ¢ AT A AEO AT TAEOQETTEI C OUOOAI O Al
given to facilities that:

1 Purchased or enhanced clinical information systems wbh are better integrated,
capture more information at the point of care and give more automatic reminders
and include care plans, current conditions, medical orders, and activities of daily
living, medication records, timing of medication, medical notesral point of care
data tracking.

1 Purchased or leased hardware to facilitate the tracking of resident care and

ET OACOAOA OEA AT11AAOCEIT T&# AAOA ET OI OE
1 Purchased a new or enhanced heating, ventilating and air conditiong system

(HVAC).
T 5O0AA ET1T1 OAOEOA 1 AAT O O EIiI DOl OA OAOEAAI

ordering, changing dining times or hours, atmosphere, giving more food choices, etc.

Facilities may not receive more than its documented costs and the moneynges from
reducing the base rates which was done the same year the state legislature raised
reimbursement rates so providers were in favor of this. Although this is a orame add-on
and there is no attempt to see if the use of the funds has improved caitejoes permit the
state to choose, each year, where it believes facilities should focus.

One consumer respondent to our followup survey was not sure if this initiative has been
OOAAAOOAEDOI ¢ O) EAOAT o0 OAAT A tOtBebokemEedAT O A
iTTAus ) Ai 1106 OOOA EAEA OEA EZEAAEI EOEAO EAOA

Efficiency Incentive
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Operating costs are a flat rate with is a fixed dollar amount for all facilities.

Survey of Ombudsmen and Citizen Advocacy Groups

In order to solicit information from the nursing home advocates in the other states that are
now using casemix reimbursement in their Medicaid nursing home reimbursement
systems we developed an otine survey. The survey asked quesins related to the
relationship between the casemix system and quality care, specifically asking for
information on reimbursement incentives for good care. It also asked for information on
other (additional) sources of public funding for nursing homes sch as pay for
performance, grants, or adebns for special Medicaid residents or for other reasons and
their impact on care. In addition, the survey provided space for respondents to give
suggestions for modifying their casemix reimbursement systems in @der to impact care.
See appendix for a copy of the survey.
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All state ombudsmen of casenix states except New York State were sent a link to the
survey by email (33). All identified citizen groups in these states were also sent an
invitation to respond (28).25

Results

Response Rate Was Very High

The survey elicited a very high response rate, indicating that both Citizen Advocacy Groups
(CAGs) and State Ombudsmen (SOs) are concerned about the relationship between the
nursing home Medicaid reimbursement gstem and quality care. Nineteen (19) CAGs
responded. This is a response rate of 68 percent Thirty-two (32) SOs responded. Thisis a
response rate of 97percent. The overall response rate was 84 percent

Citizen Groups

M Responded

W Sent

Total

ST
T .

State Ombudsmen

Knowledge of the System

Theresponses from the SOs indicated that they were informed about their state systems.
Sixty-three percent (20) of the state ombudsmen stated they had general knowledge of
their state systems and an additional 2percent (8) stated they were very familiar with the
system. Only four stated that they were not familiar at all with the system.

% The national long term care consumer organization, NCCNHR, keeps a list of such groups
(www.nccnhr.org). In addition, we searched the intenet for any citizen advocacy groups, checking each
website to make sure they were in fact a citizen group. This list was then verified by NCCNHR.
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Very Familiar [ u Knowledge of
i System
General Knowledge

Not Familiar at All
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Encouragement of Quality Care
When asked:Do you think your state's nursing home reimbursement system is

structured in a way that encourages quality care, a majority saidNO(52%). Twenty
percent said they did not know and 2&ercent said, YES.

Does System Encourage
Quality Care?

B YES
ENO

Don't Know

7EAT AOCEAA O ATiTiT AT O ZOOOEAOh A 101 AAO
have quality incentives built in, but either it was too soon to tell ithey are effective, or they
just did not know. Others raised concerns about how their systems are structured:
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T

O! . O &diifyiis @bledo receive more funding the sicker the individual is. In

some cases an individual may leave a hospital and if during the stay the person

received IV therapy even though the person no longer receives such therapy the

Nursing Facility maych® CA AO A EECEAO OAOA £ O A ODPA
/| 60 OUOOAI O1I AAEO ET AAT OEOGAO &A1 O OAOGEAAI
07A OOA A AAOA T E@ OAEI AOOOAI AT O OUOOAI
the more needs an individual has the more reimbursement receivedbes not

1T AAAOOAOEI U AT OEAO86
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Others felt that the problem lied inthe fact that the payments were not high enough to pay
for the care:

l

O4EA DI AT TEIEOO AOA 11 x AT A EAOGA 110 1A
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O4 EA ATl T dnuréing 6BdA @ceives from Medicaid is considered to be
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Medicaid resident's necessary care and services. However, some necessary care, i.e.,
dental services, is not a Méicaid covered service. Residents who need these

services find themselves doing without. Often because they have no way to pay for

the necessary care. Nursing homes report that the reimbursement they receive

barely covers the actual cost of bare minimum seices and does not leave them any
oirTi O AgAAlI 86

Additional Public Sources of Funding

When asked about the impact on quality of the additional avenues of public funding, those
respondents that had knowledge were divided or unsure, as the perceptions jp&y for
performance indicated:

=
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Facility which may not always be publically known. The provider with a deep

systemic commitment to culturechange within the Nursing Facility utilizes any and

Al1l AAAEOETT Al &£O01T A0 Oi xAOA