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Dear Lagistators:

i, Jennifer Merecki, Executive Divector represent Valley Health Care Center, 3 skilled nursing
facitity in Billings Montana. Valley isa 150 bed facility that makes its” home to approximately 110 of thee
community’s elders and employs 140 people. This letter i5in regards 1o the isswes that we have been
taciny inorelation to Montana's Mediceid reloibursement. 145 becoming increasingly diffcult o manage
and maintain a high stendard of health care to Medicsid nursing home recipients being the cost of
health care s Tising at an alarming rate. itis imiperative that the Medicaid reimbursement rate keep
pace with inflation to ensure that Montana’s senicrs receive the access to critical medical care. Medical
facifities, meluding Valley Health, have seen » drop in availabde supplies and care related dems due to
cost and reimbursement. To be ableto provide necessary care and tréatment is becoming a Bnancial
burden on faclities. This industry deals with the human eherment gad we sre oomemitted 1o enrich the
guality of life of ur residents and patients by creating » sustamable, nurturing and prolessional
envirpnment through caring, personalized service. Without an increase for expenses and employes
wages, allowing us 1o do that care and tregtment will be more ditheudt antd near impossibie. The
community’s elders réguire health care facilities to maintamn and/for improve therr puality of kite, If
Medicaid reimbursement does not keepug with demand, medical care for the elderly will fslter toa
new low not seen in 40 years and buildings will not be able 1o stay in business, impacting sbcial
peonomics. Plaase consider the ramifications gpon-decisions being made on Mediceid reimbursemnent
rates to Montang's back bone generation:

Thank tou for your time and corsderation,
oo Manasks
Jennifer Meretki

Healih Care Executive Diregtor

THY7 24th Shreet West ‘E Biflings, Montana 39103 m Phooe (I 6565010 h Fax (4K 655-3 1
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To: The loint Appropriations Committee on Health and Human Services

Re: Medicaid Funding for Skilled Nursing Facilities

To whom it may concern,

I'am writing to you as the Executive Director at Billings Health and Rehabilitation Community a
skilled nursing facility here in Billings as well as a concerned citizen of the state. QOur community is a 160
bed facility that serves residents and families of Yellowstone County and beyond by providing long term
skilled nursing care, dementia care, and short term post hospital rehabilitation services. We employ
over 160 staff members in a variety of positions from licensed nurses, pharmacists, and therapists to
certified nursing assistants and housekeeping, kitchen and dining staff. We currently care for 136
residents of whom 79 are covered under the Montana Medicaid program.

Our residents and their loved ones depend on the support from the Medicaid program to
provide for the care that they need to maintain and improve the quality of their lives while providing
needed security in knowing that care is in place and stable. We pride ourselves, as a service based
organization, on exceeding the expectations that they expect of us in our care and in how we serve
them each and every day. Continuing to strive to find new and better ways to meet their needs while
continuing to provide a high quality of life no matter their physical or mental abilities is a crucial
component of our care and services and one we want to continue to be held to. This has become
increasingly challenging in recent years as funding across most of our sources has often faced critical
reductions or at best failed to keep pace with inflationary pressures on our expenses. We work
diligently to find opportunities to streamline our expenses and reduce redundancies but at some point
we face challenges that cannot be overcome by improved efficiencies and our services and care are
impacted.

Given that staffing costs comprise almost 50% of our operating expenses, the impact of
reimbursement reductions has greatly impacted our staff and their pay. We have held annual merit pay
increases and starting wage rates over the past two years. This has created significant impacts on our
operations. Given pressure that recent growth in job opportunities in the energy sector, our ability to
recruit and retain our staff has taken a significant hit. We depend in large part on our Certified Nursing
Assistants to deliver significant components of the care for our residents and many of those staff are
new in the field. We provide a training and certification course for those interested in entering the field
and that is the most common path for us to find new staff members. This is a demanding field of work,
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physically, emotionally and mentally and is greatly unappreciated by those unfamiliar with our
care and work environment, but treasured rightly so by those who are impacted by their care. Asour
relative funding has declined, and wage pressures have increased, we are finding it increasingly difficult
to recruit dedicated caring and capable individuals into the field. This creates increasing pressure on our
current staff who are often faced with difficult choices to make in giving more of their time to work or
leaving their fellow staff and residents with less than ideal staffing. We are continuing to work to
develop a larger staff pool, but are greatly hampered by the financial realities that our current

reimbursement and pay structures are not competitive.

As we face the next budget cycle, if this reimbursement issue remains unaddressed and funding
is not adjusted to reflect the inflationary pressures we face in utility costs, food expense, cleaning and
facility maintenance expenses as well as wage pressures, | fear that the continued shift of the future
caregivers out of this field will resultin significant impacts to our ability to provide the care fora
vulnerable and desperate population who come to us in great need. Please consider the need to fund
this program and the residents and staff who dedicate their lives to caring for some of our neediest and
most vulnerable people. Their dedication and caring is often given in extraordinary ways and has lasting
and profound impacts on those they serve and their loved ones. | do hope you will see that their efforts
and care is recognized by providing inflationary increase in the funding for the care they provide.

Sinc‘erely,

T

Executive Director
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NURSING HOME FACTS

Who we serve — the most frail and needy older Montanans. Montana’s nursing homes provide care to our
most vulnerable elderly - people who can no longer care for themselves. When even the most loving families
find it impossible to deal with the extreme physical and mental disabilities of their loved ones, they come to us
for help. Because of their many needs, these individuals require 24-hour care and are not candidates for
other less intense services. Normally, these individuals have used all of their savings paying for their care,
have sold their homes and have otherwise impoverished themselves. Any income, including their social security
checks, are applied to the cost of their care. They get to keep $50 per month to meet any personal needs
they may have such as shoes, clothing, hair cuts and the like. These are people who have worked hard all their
lives, paid taxes and contributed to their communities, but now they are old and sick and need our help.

The role of Medicaid in nursing homes - 60% of our customers are on Medicaid. The state of Montana -
through the Medicaid program - has taken on the responsibility of paying for the care of those who cannot
afford their own care. Over 60% of the people in our nursing homes are on Medicaid. Because so many of
those we care for are on Medicaid, and because the state has accepted responsibility for those on Medicaid,
the state is our partner in assuring that these people get good care. Our ability to hire enough staff and to
pay them a living wage, as well as our ability to pay our other expenses, is all dependent on whether the
state pays us enough to get the job done.

Impact of inflation - what happens when Medicaid fails to recognize our cost increases? We are
experiencing large increases in the cost of food, medical supplies, utilities, health insurance, liability insurance,
labor and basic every day necessities. Our facilities are struggling. Some have reduced hours and staff,
frozen wages, or taken other steps to reduce costs - steps that also reduce care. Some have increased the
rates of those who pay for their own care, and some have asked local taxpayers to provide additional
support. The cost increases we are experiencing are real and do not disappear because the legislature
doesn’t provide adequate funding.

Medicaid rates are significantly less than the cost of providing care. The current average rate paid to a
nursing facility is $162.67 for each day of care while the current average cost is about $187.36 for each day
of care. On average, nursing homes currently lose about $25 per day of care provided to Medicaid
beneficiaries. Nursing home rates were cut 2% effective July 1, 2011.

Direct care wage increases have been specifically funded by the legislature. Nursing homes have worked
hard, with help from the legislature in the form of funds directed to wages, to improve wages to our direct
care workers and to distance their wage rates from the minimum wage. This is necessary to attract needed
staff, particularly CNA’s. Our workers provide the most basic and intimate types of care to residents no
longer able to do them for themselves. They tend to their personal hygiene needs as well as other physical,
emotional and spiritual needs - often taking the place of absent family. This work can be back-breaking and
physically and emotionally draining. To attract well-qualified people to this work we must place value on it
through the wages we pay.

The 2009 legislature appropriated about $10M over the 2011 biennium to be used for wages and/or lump
sum payments to nursing home workers. The funding was OTO (one time only) but there can be no doubt that
the workers who received it used it the way they would use any other compensation. This money was not
included in the Governor’s budget for the 2013 biennium but was added by the legislature. However, the
Governor’s amendments to HB 2 reduced the appropriation by about 40% which means these workers will in
effect earn $4M less over the current biennium than they did last biennium. This does not include wage cuts
that may be occurring due to the 2% cuts to the rates paid to the facilities that employ these people.
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The state of Montana General Fund pays only about 18.7% of the cost of nursing home care. For most
Medicaid services, the state pays about 34% of the cost. For nursing homes, it is substantially less because of
two factors: (1) the patient pays a considerable portion because all but $50 per month of their income is used to
pay for their own care; and (2) nursing homes pay a utilization fee (or bed tax) of $8.30 per day on all patient
days (not just Medicaid) which raises considerable revenue to use as state match instead of using state general
funds.

TOTAL AVERAGE RATE* $162.67

Paid by patient 31.00 (19.1%)
Paid by bed tax on nursing homes 13.49 (8.3%)
Paid by State 31.30 (19.2%)
Paid by Federal government 86.88 (53.4%)

Nursing homes pay a “bed tax” to help fund nursing home care. Nursing homes pay a provider tax to help
fund Medicaid rates. Total provider tax paid by nursing homes amounts to about $14.6 M annually. This
money is used - instead of other state general funds or special funds - to match federal funds used to reimburse
nursing homes. Nursing homes have paid this tax since 1992 to help assure the adequacy of Medicaid
reimbursement rates.

Counties with nursing homes also help fund Medicaid rates for nursing homes through the
intergovernmental transfer (IGT) program. Counties provide funding to the state and the funds are used to
match with federal funds to enhance Medicaid payments to nursing homes. About $800,000 of funding from the
IGT program are diverted from the lump sum payments to nursing homes and are used instead to support the
base rates in the nursing home and community services programs. Changes at the federal level have reduced this
program to a point where it is difficult for some counties to fully participate. Since the federal changes, this
program has provided about $5 per patient day to county facilities and about $2 per patient day to non-
county facilities - as lump sum payments. That amount increased for the current fiscal year to $12.50 and $5.50,
but we are not certain those levels can be sustained. Funding to nursing homes would be greater if funding
wasn’t being diverted to other programs.

The state knows what it takes to operate a nursing home that provides high quality of care. The state
operates a nursing home in Columbia Falls. The budget for that facility has been increased to account for
increased costs and the need for more staff to care for patients whose care needs continue to increase. The
state is doing the right thing in that facility - they are providing excellent care. But, the state is currently
spending about $300 per day of care in its own nursing home, while asking other nursing homes to do the job
for $162 per day. The 2011 legislature provided an inflationary increase to MVH of about $10 per patient
day, while cutting the per diem to other nursing homes.

State agencies receive inflationary increases as part of “current level”. Government agencies receive
inflationary increases as part of “current level” - to account for cost increases they know are coming - while
those of us in the private sector have nothing for inflation in our current level appropriations.

Rose M. Hughes, Executive Director
Montana Health Care Association
36 S. Last Chance Guich, Suite A
Helena, MT 59601 - 406 443 2876
January 22, 2013




Long Term Care — Service Rate Increase

Proposal: Increase the amount paid to the businesses who serve the state’s clients to account for
inflationary and labor increases to assure they can continue the current level of services and quality
to those clients. This proposal is not intended to provide additional services to people being served or to
serve additional people. It is intended only to pay the increased cost of providing the same services. A
significant cost increase is for wages for care givers and other staff, but the increased cost of food,
utilities, health and liability insurance, medical supplies and other goods and services are also adding
inflationary pressure for long term care service providers.

Why is this important? Failure to recognize inflation inherent in providing these services will result in
less service, less quality, cost shifting to others using the services or a combination of these undesirable
consequences - all to the detriment of the elderly and disabled Montanans who need these services, as
well as to the care givers who provide services, facilities and agencies who oversee the care, and
communities throughout the state.

Background: DPHHS Senior and Long Term Care Division contracts with private businesses and
organizations to provide health care and related services to those who qualify for Medicaid and other state
supported help. Services include nursing home care, personal assistance, home and community based
services, and aging services to seniors and people with disabilities. Those businesses and organizations
are currently being paid at about the same level they were paid in FY 2009. Service rates were increased
by 2% on July 1, 2009. Although the legislature approved an additional 2% to be paid on July 1, 2010, the
Governor withheld that increase as part of the 2010 budget cuts. On July 1, 2011, rates were cut by 2% -
returning them to July 1, 2008 levels.

Increases to Service Providers
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Long Term Care - Maintain Direct Care Worker Wages

Proposal: Maintain funding for direct care worker wages that are now funded with one-time-only
(OTO) funds. This proposal maintains the current level of funding and is not an increase for direct care
workers. This funding should be included in the Senior and Long Term Care Division base budget.

Why is this important? This funding is needed to maintain direct care worker compensation at current
levels. Because the majority of long term care service expenditures are for direct care workers wages and
benefits, under normal circumstances significant reductions in provider reimbursement rates generally
give provider agencies few options for absorbing cuts other than to reduce the compensation package for
their direct care employees in some way. However, the fact that the legislature also appropriated OTO
funding for direct care wages enabled most provider agencies to temporarily avoid the reductions in
employee compensation that normally would have occurred as a result of the 2% cut in reimbursement.
Unfortunately, the fact that the money for direct care worker wages is an OTO appropriation that is
scheduled to expire at the end of this biennium means that reductions in employee wages will almost
certainly have to occur in FY 2014 if the appropriation is not renewed in some form.

Background: The 2011 Montana Legislature approved an OTO appropriation that was intended to enable
providers of Medicaid long term care services funded through the Senior and Long Term Care Division
(SLTCD) to maintain wages and lump sum payments to their direct care employees. The funding for
direct care employee raises and payments in fiscal years 2012 and 2013 did not represent an increase in
compensation to these workers, but was appropriated to maintain the level of compensation appropriated
by the 2009 legislature for this purpose. However, the amount was reduced by about 40% in the
Governor’s amendments to HB2, so the amount appropriated did represent a cut in compensation to some
workers. In addition, the direct care worker funding was accompanied by a corresponding 2% rate
reduction for the same providers of Medicaid long term care services that employ the direct care workers
who were targeted for increased pay. The general fund appropriation for the direct care worker
compensation was approximately $3.3 million for the biennium, about $2.1M less than what was
appropriated the previous biennium. The 2% service provider rate cut reduced the general fund
appropriation for SLTCD Medicaid long term care services by about $2.2M for the biennium. Thus the
employers of these workers experienced an overall 2% rate reduction and also received $2.1M less for
their workers. On July 1, 2013, $3.3M in general fund in addition to the federal matching funds for
worker wages will be cut unless reinstated during the 2013 legislative session.

Direct Care Worker Compensation
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