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MANAGEMENT BULLETIN

TO:  

Area Agency on Aging Directors 

Home and Community Services Regional Administrators

SUBJECT:
HOME CARE RATES

A number of questions have recently been raised about the home care provisions in the recently passed FY 2000-2001 budget, ESSB 5180.  Brief summaries of the provisos that offer home care agencies a choice in health care providers, and the sections that set home care rates, are provided below.  The most frequent questions along with answers, are also included below.  Area Agencies on Aging should use this information in developing their contracts with home care agencies.

ESSB 5180:

1. Section 207(1) Makes the health services account (HSA) appropriation available solely to provide health care benefits to home care workers employed through state contracts for at least twenty hours per week.  Requires Individual Provider’s (IP’s) to use Basic Health Plan (BHP).  Provides home care agencies with the option to use BHP or alternative, equivalent plan.

· How will Health Services account monies be made available to home care agencies, in what amount, and when?

AASA is currently calculating the share of the HSA that goes to IP’s and the share that goes to agencies.  AASA will also identify the degree of tracking required to separate funding used for people under 200% of poverty from those over 200%.

AASA will calculate an “add-on” to the prescribed home care rate to be used for health care purposes.

Research and calculations will not be completed in time for implementation to occur before 10/1/99.

2. Section 207(6) Provides appropriation to increase compensation to IP and agency home care providers.  It sets IP and agency rates and mandates the share of the agency rate increase that is to be used to increase wages for direct care workers.

· What will the new IP rates be?

IP rates will increase from the current $6.18 per hour to $6.68 per hour on July 1, 1999, and to $7.18 per hour July 1, 2000.  Those amounts include all vendor rate increases.  Employer taxes are paid on behalf of the client by DSHS outside of the rate.

· What will the new agency rates be?

The agency rates will be $11.97 per hour July 1, 1999 and $12.62 July 1, 2000.  All vendor rate increases are included in those figures.  The rate will be the same for all providers throughout the State.  AAA’s will no longer have the option of negotiating a different rate, although how the funds are used (requirements for certain levels of supervisory staff, branch offices, etc) is still within the purview of the AAA to negotiate with the provider.

· What restrictions are there on the agency rate?

All but 14 cents of the July 1, 1999 increase must be used to increase wages for direct care workers.  “Direct care workers” are the aides working directly with clients.  The actual amount to be used for increased wages will vary, by agency, depending on the difference between the agency’s current rate and the July 1, 1999 rate of $11.97.

For example, an agency currently at a rate of $11.71 would see a rate increase of 26 cents.  14 cents of the 26-cent increase can be used as the agency chooses (note that providers will be required to pay employer payroll taxes on wage increases from portions of the rate not earmarked for “wages”  --- see the next bulleted item).  The balance (12 cents per hour) must be used to increase direct care worker wages.

As another example, an agency currently at a rate of $11.33 would see a July 1 increase of 64 cents.  As in the example above, 14 cents could be used as the agency chooses.  The balance (in this case 50 cents) must be used to increase direct care worker wages.

As a final example, an agency that begins its contract after the start of the biennium would have a rate of $11.97.  The only wage restriction would be compliance with the state minimum wage.

On July 1, 2000, every agency’s rate will increase by 65 cents.  15 cents of that increase could be used as the agency chooses.  The balance (50 cents) must be used to increase direct care worker wages, on top of the prior year’s wage changes.

· Can employer taxes be included in “wages” for the purpose of determining whether the necessary levels of increase have been met?  
 No.  The legislative intent was to increase wages for the direct care workers.  Employer tax obligations must be met from other parts of the rate. 

· Does each worker get the same raise or can some get more than others as long as it averages out to meet the requirement?  
The proviso does not require that each worker get the same increase.  It is up to the provider and AAA how the resources are distributed, provided it can be demonstrated clearly that the necessary level of increase, in aggregate, has gone to direct care worker wages. 
· What responsibility does the AAA have to determine that the home care agency has met the wage requirements?
The AAA should require the provider to demonstrate that its salary policy and schedules have been adjusted in accordance with the new wage requirements.  The AAA should also monitor to assure that those policies have been implemented in a way that complies with the legislation.  AAA’s should stipulate in contract that misused funds could be recaptured. 

· Should the AAA continue to require cost reports?

Cost reports should continue to be required.  The AAA can use them to verify the amount of funding used for wages, health care, and other cost centers.  They can also be used to determine the financial health of the provider, and will be helpful for future rate analysis.
· Are there limits to the amount of profit a provider can accrue?
Home care is a vendor service paid for on a rate basis.  Such payment is not considered to be cost-reimbursement.  Accordingly, there are no rules specific to home care or Medicaid that prevent providers from accruing revenues in excess of expenses.  Non-profit providers, of course, will be limited based on their tax status.  There is nothing that prevents AAA’s from negotiating with any provider how  “profits” are to be used.

· Will SSPS rate adjustments be made automatically?  
Yes, including rates for ancillary services and wages paid to home care workers while attending state-required training.
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