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EXECUTIVE SUMMARY

California’s Medi-Cal program provides essential health care services to many of the poorest and
most vulnerable Californians. Through Medi-Cal, physicians and other providers offer health
care services to low-income seniors, families, children, and people with disabilities. Low
provider reimbursement rates threaten access to these services and erode the building blocks that
are essential for maintaining a healthy California.

Increasingly, Medi-Cal has become a broken promise for access to health care. Despite the
comprehensive benefits package written into law, the reality is that Medi-Cal has become a
second-class system in which enrollees are often unable to find a health care provider. Low
reimbursement rates have driven many of California’s providers from the program. In real terms,
Medi-Cal provider rates have been cut. Medi-Cal physicians have received just one across-the-
board increase in the last 20 years. At the same time, the cost of providing care has skyrocketed.

Largely due to low reimbursement, physician participation in Medi-Cal is lower than any other
state. As a result, more than half of Medi-Cal patients report difficulty finding a doctor.* When
they are unable to find a provider, many Medi-Cal patients seek preventive and other non-urgent
care in the hospital emergency department (ED). Providing preventive and primary care through
the ED is inefficient and strains state and county coffers. Other Medi-Cal enrollees who cannot
find a provider may simply go without preventive and primary care altogether and end up in the
ED only after their condition has become severe. The inability to find a provider adds to
pervasive ED overcrowding, which increases wait times, decreases quality, and threatens access
to emergency care for everyone.

This report provides background on the Medi-Cal program and provider compensation. The
report shows that adequate reimbursement rates are the backbone of a healthy Medi-Cal
program. Stagnating Medi-Cal rates will cripple the program and force enrollees to rely on the
ED as their primary source of care. The report focuses on the experience of physicians and their
patients. However, inadequate rates are pervasive across the program. Low provider rates
generally, not just for physicians, contribute to the access problems patients face. Appendix 1
provides information from the perspectives of dentists, clinics, dialysis and other non-physicians
about how low rates in their areas of practice effect Medi-Cal patients.

The legislature must take action to set Medi-Cal rates for all Medi-Cal providers at a reasonable
level that will help maintain access to care for California’s most vulnerable people. Further, rates
must be adjusted to reflect changing medical care costs, changing technologies, and the changing
health care landscape.

! Medi-Cal Policy Institute, “Speaking Out...What Beneficiaries Say About the Medi-Cal Program,” March 2000.
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LOW MEDI-CAL RATES ARE BAD MEDICINE FOR
CALIFORNIA

Fee levels play an important role in whether or not Medi-Cal patients have access to services and
how those services are delivered. Medi-Cal rates, although never generous, have become so
inadequate that many providers are not taking new patients or are leaving the program all
together. Reimbursement rates often do not even cover the cost of providing care.

Low MEDI-CAL RATES HURT ACCESS AND QUALITY OF CARE FOR
CALIFORNIA’S MOST VULNERABLE

Medi-Cal Patients Have Difficulties Finding A Provider

Medi-Cal enrollees have less access to health care providers than other Californians. A 2000
study shows that 56 percent of patients reported difficulty finding a doctor.? Anecdotal reports
suggest that access has become even worse in the last five years as providers drop out of Medi-
Cal, take fewer Medi-Cal patients, or choose not to take new Medi-Cal patients. In some
locations in the state, access is so sparse and the need so great that doctors from other locations
have volunteered to fly to those areas to provide needed care. For example, as part of a 2001-
2002 program, “A Mission of Mercy,” teams of volunteer specialists from Orange County flew
to Redding in Northern California to surgically correct throat and ear conditions of more than
100 low-income children.

Finding a provider is even more problematic for vulnerable populations, including adults and
children with special health care needs. For example, a recent study identified lack of access to
health care as the greatest health problem facing children in foster care.® The report cites low
reimbursement rates as a key reason that many physicians do not accept Medi-Cal patients.

Low Medi-Cal Provider Rates Lead To Bad Health Outcomes

Provider fee levels not only affect access to health care, but also health care outcomes for Medi-
Cal patients. Regular access to health care providers is essential in order to increase preventive
care and manage chronic conditions. A lack of access to a physician has been shown to increase
the rate of avoidable hospitalizations and emergency room use, and ultimately leads to higher
state expenditures.* Physicians who continue to take Medi-Cal patients are likely to carry a
higher patient load than other physicians in order to make up for losses. This results in longer
patient wait times and restrictions on the amount of time practitioners can spend with each

2 Medi-Cal Policy Institute, “Speaking Out... What Beneficiaries Say About the Medi-Cal Program,” March 2000.

® Institute for Research on Women and Families, “Code Blue: Health Services for Children in Foster Care.”

* Institute of Medicine, Coverage Matters: Insurance and Health Care. (Washington D.C.: National Academy Press,
2001); Institute of Medicine, Care Without Coverage: Too Little, Too Late. (Washington, D.C.: National Academy
Press, 2002); Jack Hadley, “Sicker and Poorer — the Consequences of Being Uninsured: A Review of the Research
on the Relationship Between Health Insurance, Medicine Care Use, Health, Work, and Income,” Medical Care
Research and Review, 60(2) (2003): 3S — 75S.
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patient.> Physician compensation levels have also been shown to lead to decreased use of
preventive care. National studies have shown that more generous fees are associated with a
higher number of preventive care physician office visits.®

Low Medi-Cal Rates May Also Limit Access For Uninsured

Many of the providers who treat Medi-Cal patients also treat the uninsured. These physicians,
clinics, hospitals and other providers are often able to treat uninsured patients only by shifting
the costs of doing so throughout their practices. Federal Medicare reductions and high managed
care penetration in California add challenges to the fiscal puzzle as physicians and other
providers feel the financial squeeze from other payors as well. Reduced Medi-Cal rates only add
cost pressures to provider practices. With an ever-shrinking ability to shift costs, more providers
may stop seeing uninsured patients as well as Medi-Cal patients.

Low Medi-Cal Rates May Be Especially Problematic In Rural And Semi-
Rural Areas

Rural providers may be particularly impacted by low Medi-Cal rates. In all areas of the state, low
rates result in fewer providers taking new patients or dropping Medi-Cal completely. In rural
areas, where there is often higher per-capita Medi-Cal enrollment and fewer providers, this is
especially problematic. If one surgeon, for example, closes her doors to new Medi-Cal patients in
a community with two surgeons, it puts even greater fiscal pressure on the other surgeon in that
community. As these fiscal pressures mount and rates continue to decrease in real terms, it
makes it even more likely that the other providers in the community will also limit their Medi-
Cal caseload.

®> Medi-Cal Policy Institute, “Comparing Physician and Dentist Fees Among Medicaid Programs.” June 2001.
® UCLA Center for Healthier Children, Families and Communities, “Medi-Cal Reimbursement: Its Significance for
California Children.” May 2000.
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Lack of Data on Access

Efforts to evaluate the direct relationship between access to care and Medi-Cal rates have been stymied by a
lack of data. There is insufficient data to effectively determine provider capacity and patient access.
Traditionally, provider capacity has been measured by simply counting the number of providers enrolled in
the program. However, many providers take a limited number of patients or may maintain a Medi-Cal
number so that they receive at least some compensation when they see patients in the hospital. As rates
decrease, providers may stop taking new patients or otherwise limit the number of Medi-Cal patients they
see, rather than drop out of the program completely. To simply count the number of providers in the
program does not provide an accurate picture of access to services. Under this methodology, a provider
serving 100 Medi-Cal patients is counted the same as one who is taking one Medi-Cal patient.

The California Department of Health Services (DHS) does not maintain data that tracks the level of
provider participation. CMA has been unable to even obtain the number of providers actually taking new
Medi-Cal patients. Anecdotal evidence suggests that many physicians are unable to take new Medi-Cal
patients. However, in order to truly assess how much the declining value of reimbursement has on access to
care, we need data that would include the number of Medi-Cal patients a provider sees and whether the
provider takes new Medi-Cal patients.

Low MEDI-CAL RATES PUT PRESSURE ON CALIFORNIA’S FRAGILE
EMERGENCY SYSTEM

When Medi-Cal patients cannot access a provider, the ED often becomes the only place they can
obtain health care services in a timely manner. Medi-Cal patients are already over-represented in
the ED. According to the most recent available data, Medi-Cal enrollees accounted for 27
percent of ED visits in California, yet the average monthly Medi-Cal caseload is less than 15
percent of the total population. ’

For many Medi-Cal enrollees, the ED has gone from being the provider of last resort, to patients’
only routine source of care. The reality is that the state, employees, and individuals will
eventually help fund the health care of people who cannot afford it either through publicly
funded programs, higher hospital costs, or higher premiums. The ED is designed to provide
emergency care. It is an inefficient and expensive delivery system for non-emergency care. The
large numbers of non-emergency visits to the ED put additional pressure on an already struggling
system.

" Department of Health Services, Medi-Cal Indigent Care Reporting System Data Summary Report 96-2.
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MEDI-CAL BACKGROUND

WHO DOES MEDI-CAL SERVE?

Eligibility And Caseload

In 2005-06, an estimated 6.7 million Californians will be eligible for Medi-Cal.® Table 1 shows
Medi-Cal eligibility by income and eligibility category. Most people are eligible for Medi-Cal
because they are children and parents in low-income families, or are low-income seniors or
people with disabilities (SPD.) Low-income families make up about 70 percent of Medi-Cal
caseload and SPDs make up about 25 percent of caseload. The other 5 percent of Medi-Cal
caseload is largely composed of pregnant women and people qualifying for emergency services
only.

Table 1

Income Limits

250%

$32,180

200%

150%
? $20,917 $20,112

$16,090

100%

Federal Poverty Level
for family of three

50% —

0%
Children 6-19
Years/Parents of
Children <19 years

Pregnant Children Seniors/People
Women/Children 1-5 Years with Disabilities
<1 Year

Source: California Health Care Foundation, “Income Limits,” Medi-Cal Facts and Figures: A Look at
California’s Medicaid Program, 2006,
http://www.chcf.org/documents/policy/MediCalFactsAndFigures2006.pdf.

¥ DHS, May 2005 Medi-Cal estimate.
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companies. Low Medi-Cal rates coupled with a high cost of living in many parts of the state,
and high levels of HMO penetration, make it even more difficult for physician practices to make
up for Medi-Cal losses.
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APPENDIX 1

OTHER PROVIDERS SPEAK OUT ABOUT HOw Low MEDI-CAL RATES
HURT PATIENTS

The Medi-Cal program offers a wide set of services provided by a cadre of different providers
including clinics, dentists, nurse practitioners, non-emergency medical transportation, dialysis
and hospitals. Below we have included some perspectives from a sample of different Medi-Cal
providers on how low-rates affect access to care.

VEIN

CAHSAH

Home Health Care: Perspective From The California Association For
Health Services At Home

The California Association for Health Services at Home (CAHSAH) represents over 765
locations of providers of home and community based services including licensed home health
agencies, hospices, home infusion and home care aide organizations, as well as other providers
of products and services. CAHSAH is extremely concerned with the lack of annual adjustments
for home and community based provider community providing services to waiver programs.

The last increase for home and community programs and their providers was August 1, 2000
with a 10 percent across-the-board increase. The only exception was Multi-Purpose Senior
Services Program (MSSP) Waiver, which received only one 8 percent increase since 1984. Cost
of living adjustments (COLA) need to be built into Medi-Cal provider rates to ensure that the
provider network is maintained to ensure access to services to the Medi-Cal beneficiary. This can
be done by adjusting the rates annually through using an annual incremental change or some
other comparable methodology.

Home Health Agency Medi-Cal Providers Save The State Money

Home health agencies are part of a larger home and community based network of providers who
participate primarily in seven 1915 (c) Home and Community Based waiver programs under
Medi-Cal in California that provide care to a person in their permanent or temporary place of
residence that is equal to the care they would receive in a skilled nursing facility or in a hospital
and require cost neutrality. Under these waivers the costs to serve the patient in the community
require cost neutrality, meaning it cannot cost more to serve beneficiaries at home than in an
institution. Home and community based providers also provide services to Medi-Cal
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beneficiaries under the state plan benefit, such as the Early Periodic Screening Diagnosis and
Treatment (EPSDT) program, as well as the California Children’s Services Program and the
Genetically Handicapped Persons Program.

Home health agencies provide two main types of care: intermittent care through home health
visits and shift (hourly) care. The shift care is provided to persons with chronic disabilities and
conditions who typically receive the waiver or EPSDT services. These are typically pediatric and
adults who are technology dependent — they need a ventilator to breathe or a feeding tube to eat.
Intermittent home health is completed by a visit from a therapist, registered or licensed
vocational nurse, or certified home health aide. Typical examples of intermittent care are wound
therapy or intravenous therapy. This is all done in the home to avoid institutionalization.

All of home health agency services are provided to avoid placement in an institution or to allow
for a person to be discharged to their residence into a more appropriate lower level of care.
Under the Medi-Cal program, the very goal of home health care is to save the state money, foster
independence, and help families avoid being impoverished and the Medi-Cal dependents
themselves. Our recent calculations show that home health agencies save the state $405 million
annually in institutional costs by providing care in the Medi-Cal program.

= A Medi-Cal beneficiary, who receives a home health visit every day, would cost $2,245 for
thirty days of care at the current reimbursement of $74.86. A Medi-Cal beneficiary, who
receives care in an acute setting, would cost $30,000 every day taking a minimum payment
of $1,000 per day. Total savings would equal $27,755.

= Parent Julie German of 6-year-old Drew German indicates how home health has saved
money for the state. “As a result of the 10 percent rate increase in August 2000, we were
able to find a provider to take care of Drew. He could have been home with us sooner using
home health care. We are a success to the Medi-Cal program. We kept our son out of a
facility for two and a half years until February 28, 2003, when Drew had to go to the
emergency room. However, because of the nursing care at home, we were able to bring him
home the same day, so he wouldn’t have to spend any time in the hospital. By keeping him
out of the hospital in the pediatric ICU that day, the state saved a significant amount of
money, and kept Drew at home with us.”

Often home health patients have other problems in addition to their health care issues. For
example, one provider gives wound therapy to a patient who is extremely overweight. If the
patient were to be seen in an outpatient or in a nursing home, it would require a Hoyer lift to
move the patient out of the house. This is extremely costly. However, the agency manages the
care for the Medi-Cal adult beneficiary at home. A DHS nurse who works in Medi-Cal Case
Management (MCM) manages the care to avoid too much or too little care to make sure that
positive outcomes are realized.
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Providers May Stop Providing Medi-Cal Home Health

= July 1, 2002: UCSD Home Health closed its doors because of three years of losses with a $1
million shortfall in FY 2000, a $2 million deficit in FY 2001, and a $3 million deficit in FY
2002. These losses were directly attributed to inadequate reimbursement with their almost

100 percent Medi-Cal patient load.

= August 2003: Sun Plus, a sizable home health agency, closed its Medi-Cal exclusive office
in Ontario, California, because of the five percent provider rate cuts in the 2004-2005

budget.

CAHSAH conducted a survey in December 2003 as a result of proposed 10 percent rate cut. The
34 agencies that responded provide care to 16,718 Medi-Cal patients. The survey revealed that
agencies would reduce their Medi-Cal caseload by an average of 46.3 percent, with 7,690
patients losing home health services. Furthermore, 35 percent of respondents said that they

would not accept any new Medi-Cal patients.

Difficult To Recruit Workforce With
Insufficient Rates

Most all care provided by home health agencies
is nursing care provided by a Registered Nurse
or a Licensed Vocational Nurse. During a
nursing shortage, Medi-Cal home health
agencies are at a disadvantage because of low
rates. Currently, agencies cannot recruit nurses
willing to work for pay at the Medi-Cal rate.
Nurses are interested in working for home
health because of the important nature of the
care. However, once they learn the rate that can
be paid under Medi-Cal, they will not work for
home health agencies. As a result, agencies
must turn away families who ask them to
provide the care for their families.

“Because of low Medi-Cal rates, we cannot staff
the shift nursing cases. We must turn away
families who ask us to provide them with care.
Last week a mother of two boys with muscular
dystrophy faxed our agencies begging our agency
to staff this case. She is a teacher and may need to
quit her job if she cannot receive nursing care that
has already been approved by Department of
Health Services. We do not have the nurses to
staff their case. We want to staff their case. If we
were reimbursed a higher rate for Medi-Cal LVN
shift nursing, we would be able to staff their
nursing care.”

-Melissa Dalton, RN, Trinity Care servicing
Orange, Los Angeles, and Ventura Counties
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A
CDA

Dentists: Perspective from the California Dental Association (CDA)

Negative Health Outcomes And Increased Costs
Associated With Failure To Receive Care

Roughly 80 percent of dental disease occurs in 20 percent of the
population dental disease disproportionately strikes low-income people.
Denti-Cal providers serve the Californians most in need of dental care.
The dental treatment needs in this population tend to be extensive and are
often advanced before treatment is sought. Denti-Cal providers keep
people out of emergency rooms and save the state considerable amounts of
money by treating disease using less costly facilities. For example, in
Long Beach, treatment at the local children’s hospital for facial cellulitis,
which may result from dental infection, consists of three to four days
hospitalization, with i.v fluids, antibiotics, and pain medication, with a
cost of about $20,000. Addressing the dental infection earlier would have
cost a fraction of this amount — in the hundreds rather than thousands of
dollars.

Administrative Overhead And Low Reimbursement Result
In Loss of Providers And Impact Access

We hear from school
nurses that when
they identify a child
that needs dental
care and the child is
a Medi-Cal
beneficiary, they
often have difficulty
finding a dentist
who takes Denti-Cal
patients to treat the
child. In fact,
dentists often
express a
willingness to treat
children for free,
rather than
participate in Denti-
Cal.

-CDA

As dentists leave the Medicaid program, beneficiaries lose access to essential services. For
example, there is a dentist who has provided treatment to special needs patients in Kings, Tulare,
and Kern counties for 30 years. He is the only dentist in those counties that treats special needs
Denti-Cal patients who must be treated under general anesthesia. These are children and adults
who are unable to express pain when they have an infection and often have multiple other health
conditions that create the potential for serious systemic harm, including death, when dental needs
are not met. In November 2005, this dentist decided to withdraw as a provider from the Medicaid
program due to low reimbursement and restrictions that make continuation, after 30 years,

impossible.
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Reimbursement Must Be Increased To Keep Dentists In Medi-Cal

Recently we heard from a Petaluma dentist who cares for developmentally disabled patients.

Providing care to Medi-Cal patients 2 days a week is all
she can afford because it often costs her out-of-pocket to
provide care to these patients. She reported to the

“After 7 years of providing care
twice a month for the severely
disabled, I am considering leaving

Cglifornia Dentgl Association (CDA) that Denti-CgI the Denti-Cal program. | am one of
reimbursement is 15 percent of her usual rates, which are only two dentists in the two counties
average for Sonoma County. She said the 5 percent of the Humboldt/Del Norte area that
reduction is the last straw. If it is not reversed, she provide these services. When and IF,

I get paid by Denti-Cal, | am lucky
to get 20 percent of what | normally
charge.”

indicated she would leave the program. She is one of only
a few dentists that treat the DD population in her area and
—once again — we will see access severely reduced for

those that need it most.

Non-Emergency Medical Transportation: Perspective from the
California Medical Transportation Association (CMTA)
The continued availability of a cost-effective, life-sustaining, and humane Medi-Cal

benefit—non-emergency medical transportation (NEMT) —is in financial jeopardy and may
become unavailable in many parts of California unless relief is provided.

NEMT serves Medi-Cal beneficiaries (mostly dialysis patients) whose physical condition, as
approved by state reviewers, renders them too sick, frail, or disabled to ride in a bus or car to and
from medical treatments. Failure to receive timely dialysis treatment (4 hours each, 3 times a
week) causes a host of complications, including heart and lung congestion, which if not treated
as emergency conditions, will be fatal. Dialysis is the only treatment that keeps end stage renal
disease (ESRD) patients alive and functioning since there is no cure except a kidney transplant.

Earlier this year, a careful analysis by a Certified Public Accountant (CPA) of the financial
situation of several NEMT firms, who serve thousands of ESRD patients, confirmed an average
loss of 9.2 percent in providing NEMT services to Medi-Cal patients. Some NEMT firms are
decreasing their Medi-Cal participation and others are simply going out of business.

NEMT is more fuel-dependent than any other Medi-Cal benefit or other businesses generally.
NEMT wheelchair and litter vans are on the road constantly for 12 to 16 hours a day, if not more.

Since the last Medi-Cal rate increase in 2000, fuel costs have increased by 71 percent and
premiums for general liability and workers” compensation insurance have doubled. In addition,
vans cost more to purchase and maintain, and there is constant pressure to pay wages sufficient
to retain dependable drivers and administrative help. Without some rate relief to offset these
increased costs, NEMT services soon may become unavailable in many parts of the state, a result
that will only increase overall Medi-Cal expenditures.

Medi-Cal regulations (Title 22, California Code of Regulations, Section 51323 (b)) require
NEMT to be provided by the lowest cost available service. If wheelchair and litter vans are not
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available (for $17.65 per response to call and $1.30 per mile), transportation must be authorized
at non-emergency ambulance rates ($107.16 per response and $3.55 per mile). According to
DHS data, there are approximately 16,000 average monthly users of Medi-Cal NEMT. If only a
fraction of these patients were to be transported by non-emergency ambulances or, even worse,
require emergency room care and follow up hospitalization due to lack of timely dialysis care,
Medi-Cal costs would increase significantly. Doing nothing to provide NEMT rate relief likely
will spur greater utilization of more expensive services, not to mention placing the fragile health
and lives of affected patients at serious risk.

Maintaining NEMT as a viable benefit saves Medi-Cal funds by obviating the need for more
expensive ambulance transportation. Even greater savings accrue by enabling ESRD and other
disabled patients to receive care on an outpatient basis rather than being institutionalized, and it
is humane because it allows these individuals to live at home.

By spending a nickel on NEMT, Medi-Cal can save a dollar by avoiding higher cost services.

\LCB\C Da/z la.

Dialysis: Perspective From the California Dialysis Council and DaVita,
Inc.

Low Medi-Cal rates have a negative impact on kidney disease patients who rely on Medi-Cal for
their life-sustaining dialysis treatments. According to the California Dialysis Council (CDC),
Medi-Cal already pays less than what it costs to provide treatment to its patients with kidney
failure, and stagnant rates will only make matters worse.

“Providing treatment to Medi-Cal patients is already a financial burden because the state won’t
cover the full cost of care,” said Michael Paget, executive director of the CDC. “It makes it difficult
to maintain the high quality care these patients receive.”

In California, there are more than 42,000 kidney disease patients living with end-stage renal
disease (ESRD), the most severe stage of kidney disease often called kidney failure. Of those,
approximately 20,000 are ESRD patients who rely on Medi-Cal to pay for some or most of their
treatment. Medi-Cal currently reimburses freestanding dialysis centers $141 per treatment, which
is 8 percent below the average cost of treatment. An independent study conducted in 2003 based
on 19 million dialysis treatments provided by the four major dialysis providers in the U.S.
estimated the average cost per dialysis treatment in 2003 was $152.95. Meanwhile, dialysis
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treatment costs rise annually at a rate of approximately 2.4 percent, under even the most
conservative government estimates.

There is no cure for kidney failure, and for ESRD patients, regular dialysis is needed to cleanse
the blood of toxins if an organ is not available for transplant. Patients with ESRD typically
require four-hour dialysis treatments three times per week and a regimen of medications and
dietary restrictions in order to maintain their health. The leading causes of ESRD are diabetes
and hypertension, both of which are chronic health conditions. If diabetes and hypertension are
carefully managed, kidney disease may be avoidable for some of these ESRD patients. In
California, most ESRD patients live in urban areas where treatment is more costly, and therefore,
any disruptions in care would impact these patients most.

With the incidence of ESRD in California increasing every year, more dialysis treatment
capacity is needed. If Medi-Cal will not cover the cost of outpatient dialysis, new capacity will
not be developed. Much more costly emergency hospitalization will be the fate of those patients
fortunate enough to get it; an early death will claim the rest.

PPA( =

Planned Parenthood®
Affiliates of California, Inc.

Provviding resporsilio cieaives thiouph achocacy aod peiilical achion.

Family Planning Services: Perspective From Planned Parenthood
The Family PACT Program Has Reduced Pregnancies And Saved The State
Money

The program provides comprehensive family planning services including contraception, STD
testing and treatment, cervical cancer screenings, and pregnancy testing and counseling to more
than 1.2 million clients per year.

For each unintended pregnancy that results from a Family PACT client’s inability to obtain care,
the state can expect to pay $5,000 in medical welfare and other services for services during and
after the pregnancy. In order to continue receiving federal matching funds, the state must meet its
stated objective of “increasing access to publicly funded family planning for low-income
Californians.”

Family PACT services reduced the annual number of unintended pregnancies by 213,000 and
abortions by 79,000.

Flat Medi-Cal Provider Rates = Dramatic Decrease In Family Planning
Services

Stagnant Medi-Cal provider rates create a significant barrier to family planning services in Medi-
Cal. Medi-Cal offers an array of family planning services from birth control to breast and
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cervical cancer screening. These services are an important part of health care services for men
and women. The Family PACT program is a cornerstone of services offered.

Funding Family Planning Services Saves California Money In The Long Run

For every $1 spent on family planning, an estimated $5.33 is saved in future medical and social
service costs through the prevention of unintended pregnancies. In total, Family Pact saved the
state $2 billion in public expenditures that would have been spent on Medi-Cal and social
services.

FAMILY PLANNING SERVICES RECEIVE A 90/10 FEDERAL MATCH

While the state is "saving™ 10 cents, California is also losing 90 cents in federal matching funds.
This means in one year, we may not be able to provide preventive health care to thousands of
clients who would have otherwise received birth control, STI education and testing, counseling,
and other reproductive and primary health care services.

CPCA

California Primary
Care Association

Health Care Access for All
Clinics: Perspective From The California Primary Care Association

The California Primary Care Association (CPCA) is the statewide leader and recognized voice of
California's community clinics and health centers (CCHC) and their patients. CPCA represents
more than 600 nonprofit CCHCs that provide comprehensive, quality health care services,
particularly for low-income, uninsured, and underserved Californians who might otherwise not
have access to health care. CPCA’s member clinics provide general medical, primary,
preventive, family planning, and specialty care to primarily low income, uninsured and
underinsured residents of California. The more than 600 CCHCs that CPCA represents share a
common mission to serve all who walk through their doors, regardless of ability to pay.

Since 1994, CPCA has worked with its members to strengthen and protect the role of the CCHCs
in the fragile health care delivery system to create effective partnerships and collaborations at the
state and federal level advancing the interests of clinics and their patients. The Medi-Cal
reimbursement rate has historically failed to cover the cost of providing services to this
vulnerable population. The low Medi-Cal rates place an increasing financial burden on CCHCs
and makes it even more difficult meet the special needs of our patients. For nonprofit clinics
working with already strained budgets, every dollar counts. Adequate reimbursement is crucial to
the critical services and resources clinics offer to those in need. Since many of the clinic patients
are Medi-Cal beneficiaries, the impact of low Medi-Cal rates on their providers is significant.
Low reimbursement rates continue to push providers out of Medi-Cal, limiting beneficiaries’
access to care. As other providers drop from the system, safety net clinics bear the burden of this
increased demand. Failure to provide adequate rates has a profound impact on California’s
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strained health care system. For community clinics and health centers, the impact may be
overwhelming.
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APPENDIX 2
AN EXAMPLE OF UNSUSTAINABLY LOow MEDI-CAL RATES

Dr. Mahoney, a surgeon in Eureka, California prepared a few examples of the financial burden
serving Medi-Cal patients puts on her practice. The examples below illustrate why she is finding
it more and more challenging to serve Medi-Cal patients in her semi-rural/rural community.

Costs

Just looking at the 3 top expenditures, for this physician it costs $106 dollars each hour to have a
door to open, someone to open it, and malpractice insurance to practice safely. This calculation
does not include other expenses, including but not limited to employee benefits (insurance and
retirement), license fees, medical waste disposal, Continuing Medical Education, paper and other
office supplies, office insurance, internet and computer costs, laundry, telephone, and student
loans. For this analysis, we have conservatively estimated miscellaneous expenses to be
$6,000.00 annually. We have also assumed a pre-tax income of $90,000.00 annually for this
highly trained surgeon.

Employee Salaries + liability insurance + rent = $204,000.00 annually
$17,000.00 monthly
$850.00 daily

$106.00 hourly

Miscellaneous Expenses = $6,000.00 annually
Physician Salary (before taxes) = $90,000.00 annually
Subtotal (before taxes) = $96,000.00 annually
$8,000.00 monthly
$400.00 daily
$50.00 hourly
TOTAL COSTS $156.00 hourly
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MEDI-CAL REIMBURSEMENT
Office and Hospital Visits

On the other side of the ledger is Medi-Cal compensation. The reimbursement for an office visit

for a patient with a moderately severe problem is $57.20° for about 30 minutes of contact. This
is an hourly rate of $114.40. As shown above, total practice costs are $156.00 an hour, therefore,
the net loss for providing this office visit is $41.60.

Office visit: new patient with a moderate to severe problem = $57.20 (30 minutes)
$114.40 hourly

Hourly cost of maintaining practice = $156.00

NET HOURLY LOSS = $41.60

The Medi-Cal reimbursement for an office visit for a returning patient with low to moderately
severe problem, with an estimated 15 minutes of face-to-face time, is $24.2° Assuming that the
physician is able to see 4 different patients in one hour, which would be hourly compensation of
$96. This is an hourly loss of $60.00

Office visit for a returning patient with low to moderate severity = $24.00
$96.00 hourly
Hourly cost of keeping the doors open = $156.00

NET HOURLY LOSS for ancillary costs and physician compensation = $60.00

The Medi-Cal reimbursement for a hospital visit to a trauma patient with multiple injuries is
$33.60.%* This includes an exam, talking to nurses and specialists, reviewing the medical chart,
writing notes, and possibly speaking to the family. Assuming these activities take 30-45 minutes,
the hourly rate would be from $44.80 to $67.20. Again, resulting in a significant loss for the
physician.

Hospital visit to a trauma patient with multiple injuries = $33.60
$44.80 to $67.20 hourly

Hourly cost of keeping the doors open = $156.00

NET HOURLY LOSS for ancillary costs and physician compensation = $ 111.20 to $88.80

19 Medi-Cal CPT code 99203
2 Medi-Cal CPT code 99213
21 Medi-Cal CPT code 99232
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Surgery

Unfortunately, the reimbursement for even more complicated procedures, like operations, also do
not always cover the cost of providing care. Medi-Cal pays a “global fee” which covers a pre-
operation visit (including a medical history and physical examination), local anesthesia, the
operation itself, the immediate post-operation care (including dictation, talking to family and
other involved MDs, writing orders, a post-operative evaluation in the recovery room) and as
many hospital and office visits as are included in the "FUD" (follow up days) designated for
each procedure. For most major procedures, the FUD is 60-90 days. For more minor procedures,
like a breast biopsy the FUD is typically 30 days.

Dr. Mahoney looked at three different procedures. After years of performing these surgeries, she
determined that they take at least 10 hours in pre-operative and post-operative work and surgery
itself. She used a different formula from the one above to figure out hourly reimbursement.
Based on her years of being in practice, she assumed that about 70 percent of gross income
related to surgery goes to overhead.

The Medi-Cal reimbursement for a carotid endarterectomy is $1,116.90.% This is a complicated
surgery that removes harmful plaque from carotid arteries, which supply the brain with blood
and oxygen. This operation is particularly skilled, as the patient will have a stroke that day if the
operation does not go perfectly.

carotid endarterectomy = $1,116.90

70 percent overhead = $781.83

30 percent for physician compensation = $335.07
TOTAL (at 10 hours — pre-tax) = $ 33.51 hourly

The Medi-Cal reimbursement for a modified radical mastectomy is $674.61.> Not only does this
operation require a highly skilled surgeon, but breast cancer cases take a lot of counseling time.

Modified radical mastectomy = $674.71

70 percent overhead = $472.30

30 percent for physician compensation = $202.43
TOTAL (at 10 hours — pre-tax) = $20.24 hourly

22 Medi-Cal CPT code 35301
2 Medi-Cal CPT code 19240
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