Appendix E�California’s Subacute Care Medicaid Payment Programs

	In contrast to the other three states in which the market areas we studied are located, the State of California does use the term subacute care although its use of the term is significantly different than the market use of the term.  The California Medi-Cal program instituted a subacute classification of care in 1986 (California Register, 1992).  This care is technology dependent, has no limit on length of stay, and is provided in SNFs who contract with the Department of Health Services.

	California has a very explicit definition of subacute care, admission requirements, and criteria for classification of patients and treatment units.

	California has defined subacute level of care in Title 22, Section 51124.5, in the California Code of Regulations as “a level of care needed by a patient who does not require hospital acute care but who requires more intensive licensed skilled nursing care than is provided to the majority of patients in a skilled nursing facility” (California Register, 1994, p. 411).  To be eligible for subacute level of care a patient’s condition must meet all criteria as determined by the patient’s physician and authorized by a Medi-Cal medical consultant or equivalent.  Treatment authorization is required at admission and must be reauthorized after the first six month period for another six month period.  

	California minimal medical standards of necessity for subacute care are found in Exhibit E.1.� In short the patient is technology dependent, requires ready access to acute hospital services, and 24-hour nursing care from a registered nurse.  The typical patient appears to have a tracheostomy, and requires either ventilation or suctioning and oxygen.

	Subacute patients are treated in SNF subacute units that have a contract with the California Department of Health Services.  The SNF must provide either a minimum of 3.8 actual licensed nursing hours per patient day and 2.0 actual certified nurse assistant (CNA) direct hours per patient day in the subacute unit or, if they choose not to employ CNAs, must “employ sufficient nursing staff to provide 4.8 actual licensed nursing hours per patient day” (California Register, 1994, p. 427).  Nursing staff must be dedicated to the subacute unit.  

	Currently, the reimbursement method for the Medi-Cal subacute program favors hospital-based SNFs, because hospital-based SNFs are reimbursed at a higher rate per patient than free-standing SNFs.  The rates for the two types of SNFs for the two types of adult subacute patients are found in Exhibit E.2.  

�Exhibit E.1�Adult Subacute Level of Care�Criteria for Determining Admission or Extension ofStay (Continuing Care)



Subacute level of care is defined in Title 22, California Code of Regulations (CCR), Section 51124.5.  Authorization shall be based on medical necessity and the lowest cost service in accordance with Title 22, CCR, Sections 51003 and 51303.

A Treatment Authorization Request shall be required for each admission to a subacute unit caring for adult patients, and may be granted for a period of up to six months and reauthorized for a period of up to six months.

Minimal standards of medical necessity for this level of care include:

Level of Care

Minimal Standards of Medical Necessity�Treatment Procedures��Physician visits medically required at least twice weekly during the first month and a minimum of at least once every week thereafter.

Twenty-four hour access to services available in a general acute care hospital.

The need for special medical equipment and supplies such as ventilators which are in addition to those listed in Title 22, CCR, Section 51511 (b).

Twenty-four hour nursing care by a registered nurse.

Any one of the following three items:

A tracheostomy with continuous mechanical ventilation for at least 50 percent of the day; or

Tracheostomy care with suctioning and room air mist or oxygen as needed and one of the six treatment procedures listed in Section F; or

Administration of any three of the six treatment procedures listed in Section F.�Total parenteral nutrition (TPN).

Inpatient physical, occupational, and/or speech therapy, at least two hours per day, five days per week.

Tube feeding (NG or gastrostomy).

Inhalation therapy treatments during every shift and a minimum of 4 times per 24-hour period.

Continuous IV therapy involving administration of therapeutic agents or IV therapy necessary for hydration or frequent IV drug administration via a peripheral and/or centralline without continuous infusion such as via Heparin lock.

Debridement, packing, and medicated irrigation with or without whirlpool treatment.��Source:	State of California Department of Health Services.

�Exhibit E.2�Medi-Cal Subacute Program Rates Per Day

Type of Licensure�Ventilator Dependent�Non-Ventilator Dependent��Hospital-based NF�$392.22�$270.49��Freestanding NF�$370.50�$248.80��Source:	Barclays California Code of Regulations, 1994.

	The California Association of Hospitals and Health Systems (CAHHS) estimates that there are 45 Medi-Cal subacute facilities in California.  The CAHHS estimates that 40 of the 45 subacute facilities in California are hospital-based SNFs.

	According to the 1995-1996 California Department of Health Services (DHS) budget, a recent DHS audit determined that more than 80 percent of subacute contractors were being reimbursed at a higher rate than their costs, in some cases $40 to $60 more per day.  If accepted, the DHS proposal would change the payment methodology for adult subacute services from a per diem rate to cost-based system, effective August 1995.  This proposal is estimated to generate a $8.3 million savings in 1995-96.

	California’s expansion of the subacute program:  the Nursing Facility Transitional Program.

	California is in the process of expanding subacute services in SNFs for Medi-Cal beneficiaries, under its Nursing Facility-Transitional Program (NF-T).  The NF-T program is targeted to “Medi-Cal patients with short- and long-term medical and rehabilitation needs now receiv(ing) care in an acute hospital even though they are medically stable and could receive the level of care appropriate to their needs in a SNF, which is a lower cost setting” (1995-1996 California Department of Health Services Budget, p. 10).  The program is scheduled to be implemented on January 1, 1996.  The 1995-96 Department of Health Services Budget estimates that the NF-T program will generate savings of $30 million.

	The NF-T program will focus on Medi-Cal beneficiaries who have short term medical and rehabilitation needs.  DHS describes the care that Medi-Cal patients will receive under the NF-T as “more intensive than that typically provided in most SNF setting and more short-term than is generally available in existing Medi-Cal subacute units” (DHS, 1995).  Care will be provided in SNFs that have qualified to provide care.  It appears from DHS’ description that SNFs who are self-identified as providing subacute care (market definition) are seen by the State as having the potential to qualify.  DHS maintains that there is adequate bed supply to provide NF-T because there are “approximately 17,000 vacant SNF beds statewide” (DHS, 1995).

	At this time there are no specifics available on the NF-T program.  Draft regulations of the NF-T program will be issued the end of June.  The formal regulatory period will start in September if the State Legislature budget process is completed by that time.

	A number of associations representing different types of health care providers in the State of California and other associations directly related to the health care industry have commented on the proposed NF-T program.  The California Association of Hospitals and Health Systems, the California Association of Rehabilitation Facilities, the California Association of Public Hospitals and Health Systems, the Association of California Hospital Districts, the Western Center on Law and Poverty, and the California Medical Association have publicly stated their concerns about the NF-T.  Their primary concern is that the NF-T plan has no clinical foundation.

	Other comments have come from the California Advocates for Nursing Home Reform, the Service Employees International Union, and the California Nurses Association who also have expressed concerns about the lack of clinical foundation in the program.  They assert that “a basic assumption that seems to underlie the push toward providing acute care in nursing homes is that the needs of patients can be met by transplanting selected, isolated medical and nursing functions from one institutional context to another” and that “this assumption poses serious threats to the safety and well-being of acute patients and nursing home residents alike.” 

	The California Association of Rehabilitation Facilities (CALARF), in a separate communication to the California Department of Health Services, presented their analysis of the assumptions used in the Abt study of subacute care, reputedly the conceptual basis of the NF-T program.  CALARF maintains, among other things, that rehabilitation patients make up a broad category and that Medi-Cal needs to “plan for specific types of rehabilitation patients and their needs, in both service delivery and reimbursement”; that “Medi-Cal cannot rely on Medicare certification or private managed care as an indicator of a facility’s ability to care for rehabilitation patients”; and that “the potential savings to be achieved by Medi-Cal’s reimbursing transitional subacute care is substantially overestimated by CAHF/Abt” (12/2/94 letter from CALARF to the California Department of Health Services).

� 	California also has standards for subacute pediatric patients and units, but these are not discussed.
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