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Introduction

The Co-Chairs of the Ways and Means Committeee@P009 Oregon Legislature
directed the Department of Human Services to exara future of long-term
care. This followed several similar requests frasthithe Governor and the
Legislature between 2005 and 2009.

In May 2006, the Seniors and People with DisabaitDivision (SPD) released its
draft report: “Recommendations on the Future ofd-Gierm Care in Oregon.” The
report focused on seven key questions around esgdlbased practices, healthy
communities, preventive planning, safety net sesjitong-term care entitlement
services and coordination between acute and lamg-¢are services.

Much has changed in four years; yet the questiosegin the 2006 report remain
largely unanswered. This 2010 report is intenddakta call to action and includes
the specific steps that SPD has already takeraaspo take, towards new
thinking in the areas of community supports, acurte long-term care
coordination, development of new models of longrtservices and supports and
the role of nursing facilities in the long-termaee continuum.

The reasons to act quickly are compelling. The dgaghics are daunting. Of
Oregon’s total population of 3.8 million peopleduly 2009, about 506,000 —
slightly more than one in every eight people —aye 65 or older. This proportion
varies greatly from county-to-county. In Washing@ounty, the state’s youngest,
only one in every 11 people is over 65. In confr@sirry County, on the south
coast, is the state’s oldest with about one of\yetreee people over age 65.

The senior population will double over the nexty2ars, to just under a million
Oregonians over age 65 in the year 2030, or ofigarpeople who live in the
state. Individual county age distribution projenBare equally startling. In
relatively young Washington County, only 15 percefithe population, a little
more than one in seven people, will be older tig@b. In northeastern Oregon
(Union, Baker and Wallowa counties), fully 25 perger one of every four
residents, is projected to be age 65 or older.

In Oregon, people 85 years of age or older maka siqpall but quickly growing
group within the total elderly population. In 20Hhout 76,000 Oregonians
reached age 85. By 2030, the number of Oregoniams Blder is expected to
exceed 120,000, an increase of almost 60 percent.



Many of the aging baby boomers reaching retireragetin the next decade can
be expected to live independently for many yeamwvéler, the sheer numbers of
these retirees coupled with the fast growing cagetitt of those aged 85 and older
will place an unprecedented demand on long-terma@tp and services, and the
revenues needed to sustain the growth of suchcestvi

The term “long-term services and supports” referthe assistance that people
need when their ability to care for themselvesbeen diminished due to a chronic
iliness or disability. The need for long-term sugps often measured by how
much assistance a person needs with “activitiekiy living” (ADLS) such as
bathing, eating or toileting, or “instrumental adtes of daily living” (IADLS)

such as shopping, cleaning and accessing commeamyces. People who have
limitations and need assistance or supervision anthADLs or IADLs are said to
have long-term service and support needs.

Almost all Americans will require long-term serviaad support in their lifetimes,
either for themselves or for a loved one. It isneated that there are about 9.5
million Americans with long-term needs, but thiswher is only expected to grow
with the aging of the population and growing nunsbefrpeople with disabilities.
Nationwide the elderly population will double by3f) and the 85 and older
population, the group most likely to have long-terane needs, will quadruple by
2050. But the elderly are not the only users oftterm care. Nearly four in ten
(38 percent) long-term care users are under agatbsome sort of physical or
mental limitation. Of Americans with long-term careeds, 17 percent reside in
nursing facilities while the other 83 percent limehe community, often cared for
by family members.

National studies tell us that 80 percent of cawngiis provided (and paid for) by
the individual, family members and friends. Upwandi80 percent of all
households aravolved in some kind of care giving for adults hvdisabilities and
older persons. When people begin to look for hetghiemselves, their spouses, an
aging parent or for a person with disabilities ytbéten do not have the
information, skills or supports to make informedid®ns. As a result, they often
end up using more intense and expensive levelareftban are necessary. This is
ironic since, over the course of the last two desathere has been a dramatic
increase in the amount of information, products, @ptions available to assist
older people, people with disabilities, and thamilies to manage their needs.

The National Association of States United for Agargl Disabilities (NASUAD)
notes: “Today, older and disabled adults and tiaenilies face a complicated
array of choices and decisions about their health,ancome security, insurance,
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housing, financial management, and long term c@nanging benefits in public
programs and an expansion of private sector seraagstribute to this confusing
consumer climate.”

Providing help often poses special challengesdoegivers. Much of the
responsibility for married older people with sigo#nt care needs falls on spouses,
who are generally old themselves and perhaps copithgheir own health issues.
Adult children — usually daughters — often helprtifrail parents, but many are
raising children of their own, and are employedsalé the home, forcing them to
juggle work and family demands. Family caregiveas teel isolated and
overwhelmed, leading to high degrees of burnoutlassithan optimum care for
the senior or person with a disability, in needubport.

The need for long-term care services and suppartsmpose a significant
financial hardship on individuals and even leadirtancial ruin. In 2009, the
average daily rate charged for a semi-private rooanursing facility in Eugene
was $214 a day — almost $6,500 per month or $78&0@Gr. Care at home is
costly, as well. In 2009, the average cost of aumr leb in-home care in Portland
was $21. If a person needed four hours a day ef fi@e days a week, the annual
cost would be almost $22,000.

Most seniors and people with disabilities lackfihancial resources to afford paid
long-term care for more than a few weeks or mor@my about a third of the
elderly in the community have enough resources éyam checking and savings
accounts, individual retirement accounts, etcpaw for a year of nursing facility
care. About a third have such limited resourcess(than $5,000) that they can
barely afford three months of home care. Many gsritunk their retirement can
be financed on Social Security and learn the hay that they did not adequately
plan ahead.

Seniors who find themselves in financial trouble frequently very embarrassed
and don't know how to get help even if they hadcihrage to tell someone. Adult
children often don't know that their parents’ fioaa are spiraling out of control
until a call comes in after the house is in foreal@ or an eviction notice has been
served.

This situation has only been made worse by theiistecession of the past 18
months. While the 50+ age group is still the coylatwealthiest cohort, with
higher rates of home ownership and savings thang@&ugroups, many of them
are ill prepared for retirement. Nationwide perd@a&ings are at an all time low,
and many of the retirement savers age 50 and bhlex accumulated far less than
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they will need for a retirement that could be thdeeades or longer. And, a mere
six percent of individuals contribute to an IRA@Roth IRA.

From January through June 2010, Oregon rank&chafionally in foreclosure
filings — default notices, scheduled auctions aagklrepossessions. One in every
76 Oregon households received a foreclosure ndtioag the six month period
according to the Associated Préss.

Many people still try to use their own resourcepay for needed long-term
services. In 2007, about 26 percent paid for the# of Oregon nursing facilities.
Private insurance pays for only a small fractiofoofy-term care. Private health
insurance plans usually cover only a limited penbilome health care and
nursing facility care for people who are recoveffirgn an iliness or injury.
Private insurance policies that cover the costergg-term care are currently held
by only a small percentage of Oregonians and ad¢doua small share of
spending. Medicare, which provides health insuraoeerage to nearly all of the
nation’s elderly population, makes significant payns for home health care and
skilled nursing facility care. Medicare coveragéhofne care and nursing facility
care is closely tied to the need for acute caraitéee pays for a maximum of 100
days of nursing facility care for people who haeet recently hospitalized, and
pays for home care only if other skilled servicesieh as nursing and
rehabilitative therapy — are also needed.

People with substantial long-term care needs aniteld ability to pay for care,

turn to Medicaid. The federal-state Medicaid progaovides a long-term care
safety net for seniors or people with disabilitidso are poor, or who become poor
by paying for their own care. In June 2009, alni@&#00 Oregon seniors received
long-term care services paid for through Medicawlother 8,750 adults with
physical disabilities and 13,699 people with depelental disabilities also
received Medicaid-paid services. Just as the naddrig-term care increases with
age, so does the need for financial assistancaghriedicaid.

As noted in the preceding pages, the percenta@eegfonians who will need long-
term care in the next 20 years will double. Andnbaed with the limited number
who will be able to afford long-term care from thewn resources, the demand for
Medicaid, and Oregon’s General Fund portion of Mautl financing, will explode.

In short, the aging demographics combined withgoigd Medicaid spending, puts
Oregon, along with most other states, on a conlglatesustainable course.

1“A look at State Foreclosure Rates, Jan. througie? Associated Press, July 15, 2010



This long-term unsustainability is now compoundgdhe current fiscal crisis
facing Oregon. A revenue shortfall of over $2.%idml is expected for the 2011-13
biennium, with similar $2 billion biennial gaps dreted to stretch over ten years.

Immediate Strategies to Re-Align Oregon’s Long-Term Care System

As noted earlier, most of Oregon’s long-term casteam is funded with Medicaid.
Although used creatively by Oregon and other statdiexibly fund home and
community-based services, Medicaid comes with nigderal strings, both
statutory and regulatory. Short of changing Fedexa) and still working, for now,
within the constraints of the Medicaid Funding 8tng DHS is working to
implement three key initiatives to re-align longrtecare.

INITIATIVE #1

Continue decreasing the percentage of Oregon’s long-term care
budget spent on nursing facility care.

Oregon began the development of its home and cortydoased long-term
service system in 1981. Legislative policy encoathdevelopment of home care
programs and community residential settings wittsimg facility placement used
only as a last resort.

In 2000, staff from the National Health Policy ForgNHPF) visited Oregon to
explore continuum of care issues and the evoluf®ervices to seniors and
people with disabilities during the 1980s and 9@geriod of rapid and
fundamental change nationally. They left with pgsiimpressions of a
continually evolving system, which demonstratediéalication to creative
solutions,” a “sense that data collection and asslig less important than

vision,” an approach that “favor(s) more consumezaion and less

regulation,” andh clear sense of the importance of the case mamsagkr in
consumer and system succa$idPF staff also remarked that “Oregon has taken
getting people out of nursing facilities as a natfefaith.”

2 Caring for the Elderly, Oregon’s Pioneers, SitsiMReport, Portland, OR, November 13-15, 2000.
www.nhpf.org/library/site-visits/SVOr egon00. pdf



Like many states, Oregon was forced to make swanfi reductions to its long-
term service system in response to the recessitheiaarly years of the first
decade of the 2000s. State funded prevention aimdamh services were
eliminated; community-based care provider paymest® frozen, and Medicaid
eligibility thresholds were tightened. The caselcatibs in local government
partners and state field offices fell far belowabdished standards, reducing the
ability of aging and disability services case marado help clients and families
navigate the long-term service and support syséerd.finally, enactment of a
nursing facility provider tax codified a reimbursem methodology that has
significantly increased the daily Medicaid ratecar2003.

One unintended consequence of these decisions measi@al to Oregon’s historic
pattern of declining nursing facility utilizatioMedicaid nursing facility caseloads
actually grew during the first twelve months of 2@07-2009 biennium, at a rate
equivalent to a five percent annual increase.

Nursing Facility Transition Services

In mid 2008, the department made the decision-tovest in its case management
system and to reinvigorate Oregon’s history of imgjgeople live in the most
independent and least restrictive places posdilddicated transition teams were
placed in every district of the state, working wettmsumers and their families to
help people return to their homes and communifites a hospitalization or a
rehabilitative stay in a nursing facility.

In response to a gradual but alarming shift in behgrowth of the nursing facility
caseload and the decline of Medicaid capacity mroanity-based care facilities,
all the key long-term care stakeholders, along et legislators, secured an
interim Medicaid rate increase for community caeilities from the 2008
February special session. At the same time, SPBrbegrefocus resources and
staff training on the critical importance of assigtand supporting individuals to
return to their own homes or community-based sgtsubsequent to their need to
utilize nursing facility care and rehabilitativergees. We refer to this activity as
Nursing Facility transition Services. In additisasources and training have also
been refocused to ensure individuals have infoonand access to case planning
supportive of their preference to receive servingheir own homes or
community-based settings as alternative to nursiatjty placement when
possible. These activities are identified as ngré&acility diversion tasks.

Seniors and People with Disabilities and Area Aggsion Aging partners have
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reassigned or refocused staff toward the goalseoDiversion and Transition
Initiative. Today, 65 staff statewide have sigrafit portions of their time devoted
to the specialized work of diversion and transit@@tvities, and approximately 28
of those are devoted full time to this work. Theg Bbcated statewide, and work in
teams also encompassing pre-admission screeniagsassnts and in some places
the private admission assessment of individualsidening nursing facility
placement. They work with consumers, families aatiral supports to assist them
with information, assistance, and access in evalgidbng-term service settings
and case planning options either before placemeamniursing facility occurs or to
assist people to return to their own homes or conityigettings after a
hospitalization or a rehabilitative stay in a nagsfacility. To date, since mid April
of 2008, the initiative has assisted over 3,000viddals who chose to receive
long-term services either by remaining in or retougrto their own homes or other
community-based settings.

Money Follows the Person

Oregon also secured a new Federal grant called éyléollows the Person
(MFP)”. MFP is funded by a federal grant from thenrs on Medicare and
Medicaid Services (CMS). This grant was authorizgdongress in 2005 and
allows states to claim a 12-month higher federacheate for persons relocated
from nursing facilities, who have lived there siomths or more. The grant also
allows the state to claim federal match for sewittat aren’t usually allowable —
like housing modifications. The grant was reauttextias part of federal health
reform and the length of stay required for a petsdoe eligible was shortened to
90 days.

Initially, the MFP grant has helped relocate nugdwme residents to adult foster
homes. These fully accessible homes, located ¢fwaut the state, are contracted
to serve specialized groups of former nursing hosselents. The grant helps the
provider with needed home modifications, durablelice equipment and
assistive technology.

In the last half of 2009, CMS took another lookvéiiat constitutes a “qualified
residence”for inclusion in MFP demonstrations. The CMS réldas offered an
opportunity to partner with the state’s Assistedithg and Residential Care
Facility communities to develop new living settingew models are being

% In order to access the additional federal matsbaiated with the MFP demonstration projects, pidints must
move back to a “qualified residence” in the comntyni

8



contemplated to include people with Alzheimer’s atiter dementias; people with
brain injuries and people whose needs are relatetidsity.

New Individual Models

A new model of residential care is emerging, batregon and nationally, in
publicly subsidized housing communities. The maguelides low-income seniors
and people with disabilities with access to headfated and other supportive
services, which can include long-term servicessupports. These models, often
referred to as Affordable Housing Plus Services R&}) integrate independent,
and primarily subsidized multi-unit housing envineents for older adults and
people with disabilities with services and suppdrtse goal is to allow residents to
remain in their housing communities even as thealth declines and their
disability increases.

DHS anticipates working with Public Housing Authi@s (PHA) throughout the
state as they respond to a Notice of Funding Alsdilg jointly developed by the
U.S. Department of Housing and Urban DevelopmehtiiHand CMS. On April

7, 2010, HUD announced the availability of $30 moiilin funding for
approximately 4,000 Section 8 Housing Choice Vouel@ non-elderly disabled
households. Other unobligated HUD funds are algagomade available, bringing
the total funds available to $40 million for appiraately 5,300 vouchers.
Approximately $7.5 million of that amount was dewted to support an estimated
1,000 vouchers nationally to allow non-elderly hetusids with disabilities to
transition from nursing facilities into the commtyniThe HUD has encouraged
PHAs applying for these funds to partner with stdtP demonstration programs
to identify eligible households and assist in megtheir support service needs as
they transition from institutions into the commuynit

A group of stakeholders, including housing and ises/providers, advocates, Area
Agency on Aging staff, representatives of housingrice agencies and SPD staff
are meeting regularly to design the broad outlofes number of proposed AHPS
pilot projects in Oregon.

To date, a total of 265 clients have been reloctted nursing facilities under the
MFP grant.

In the last year, the MFP grant was also amendatide grant funding to help

relocate 75-100 residents in the gero-psychiatamd& at Oregon State Hospital.
These individuals, although eligible for long-tecare services under Medicaid,
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have remained at OSH because of severe behavilberdes that traditional long-
term care settings have been unable to meet. Wdhianal funding under the
MFP grant, DHS plans new residential models witapgwaround behavioral and
mental health supports to accommodate these O%dtengs. In the short-run,
these models will allow design of a smaller thagioally anticipated state
hospital at Junction City. Longer term, such moaelshelp serve growing
numbers of individuals with dementia, traumaticifbiajury and other conditions
which often result in behavior challenges difficaltcontrol in current community
care settings.

Care Coordination

Oregon’s robust long-term service and support syssehighly valued by
Oregonians and regarded as a model for the n&licgon has also been a leader
in developing managed care systems for peopleodifor Medicaid. The two
parallel systems, medical and long-term servicessaipports, operate
independently of one another but serve much osémee population. Denial of
important services for seniors and people withldiges is often the result if one
system believes it is the responsibility of theeotto provide the service.
Duplication of resources leads to consumer frustnadand to inefficiencies.
Additionally, the current parallel system sometimesults in the provision of a
lower cost service without consideration of theheigcosts caused in the other
system (for example, an alternating pressure nsatisedenied causing the need
for 24/7 staffing to turn a person.)

As stated in an earlier section, one of the fagfestiing age sub-groups is people
over age 85. For these individuals changes in rmédandition often precipitate
costly charges in long-term care as well. Findiegrsless ways to deliver
coordinated acute and long-term care thus becormempelling agenda — with
every indication that quality of life will be impved and costs better contained on
both sides.

DHS is currently implementing pilot projects involg Medicaid managed care
plans and SPD as the funder and coordinator oflerng care. The projects will
adopt a joint care plan with a holistic view of {erson’s needs and a common,
mutually agreed-upon set of service/care strategies

The eventual aim is the development of a systene\ajgproach that holistically

supports individuals who are Medicare, Medicaid Bomg-term service eligible in
a manner that promotes the health, well-being &oice of the individual while
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eliminating the fiscal and operating barriers betwéng-term services and the
medical system.

Better communication, coordination and alignmentnoéntives between long-
term service and traditional medical care will tesua set of services that helps
keep people safe, independent and functioninghateer level, while protecting
individual choice, keeping people in the livingusitions of their choice, and in the
long run, saving both long-term and health carel$un

The first pilot, a partnership between SPD and Caegon is:

» Co-locating case workers from SPD and Care Oreigtegrated with a
medical home model to provide intense, integratsk enanagement to a
small group of individuals. There will be a commeimgle care plan and
jointly administered resources with flexibility bend current benefit limits.

» Serving pilot populations of seniors and peopldwlisabilities who mainly
are jointly eligible for Medicare and Medicaid whre patients at a clinic
that uses tenets of the “integrated health homéildNindividuals in the
pilot are currently eligible for nursing facilitgsvices, they have remained
in the community, and live in their own homes, adogter homes or
community-based care. Participants demonstrateaaased risk of high
utilization of medical services, as identified byacuity scale.

The overall goal of this project is:

» To improve or maintain health, which includes batperson’s medical
conditions and their ability to interact, functiand appreciate life.

* To improve or maintain the satisfaction and wellalgeof clients.

» To stabilize costs or result in cost savings fer¢bmbined long-term and
health care budgets. Traditionally increased coatthn has resulted in
increased Medicaid costs with more cost savingdfedicare, with an
overall cost savings.

A rigorous evaluation by Portland State Universistitute on Aging is planned to
assess any differences in health outcomes assevétebetter collaboration in

medical and long-term care case management, aadsafgsancial benefits, if any,
associated with increased investments in case reamag/medical management.

Discussions have also begun with other plans tamXpilots across the state, with

the eventual goal of blanketing the state with logrgn and health care
coordination.
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In the 2006 long-range plan report, DHS had propaeyeloping several pilots to
fully bundle long-term and health care into actaldyibased and capitated rates.
The proposal was to emulate the success of Prased€lder Place in supporting
both the long-term and health care needs of senimsr a single managed care
umbrella.

Providence ElderPlace operates with a federal dasan as a “Program for All-
Inclusive Care to the Elderly” (PACE). It allows foundling of all payment rates
including both Medicaid and Medicare. The Providepoogram has consistently
demonstrated exceptionally low rates of hospitélre or nursing facility
placements. Although Providence has periodicallgisd whether to expand the
PACE model to other parts of the state, PACE remander its federal
designation, a complicated and over-regulated jpragr

In the models proposed by the 2006 report, DHSlaaleng for a PACE-like
approach with more flexibility. Ultimately, the grosal was withdrawn based on
widespread stakeholder concerns that client chaibalimark of Oregon’s long-
term care system, would be sacrificed in a fullyhaged care environment.

The new pilots described above should prove thaltihand long-term care
outcomes can be significantly improved through ca@dination leaving the
discussion over bundled rates to a later time.

The Future of the Nursing Facility

For years, the pressure has been building on trsengufacility industry to
reexamine their role in long-term care, not jusDiregon, but nationally.

In October 2010, CMS will require that all nursifagility residents — regardless of
who is paying for their stay — are regularly askbdut their desire to return home
or to a community setting. A new “Section Q" hasmadded to the federally
required nursing facility Minimum Data Set (MDSkassment — a tool that drives
resident care planning, Medicare payment to faedihationally, and Medicaid
payment in many states, though not in Oregon. &&€i allows the resident to be
part of a person-centered care planning team ¢lcaises first and foremost on
resident goals and expectations. In its manudefdlity staff, CMS stresses that
the goal of the Section Q is that such planningritBvidualized and resident-
driven.” If the resident wants to move home orna#ernate community care
setting, the facility is required to initiate diselye planning and put the resident
and family in touch with a local contact agencyt tten provide information about
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services and supports available in the communi®S@mphasizes that the United
States Supreme Court, in its Olmstead ruling, meguhat residents who need
long-term services have the right to receive treeseices in the least restrictive
and most integrated setting possible — in othedgjan their own homes and
communities if that’s their choice.

The Affordable Care Act contains several provisidasigned to lessen national
reliance on nursing facility care. The CLASS adcdssed later in this report, will
provide vested participants with enough money tofpaseveral hours a day of
in-home help and can be used to purchase non-meegicéces and supports that
the person needs to maintain their independenicenag, or in another residential
community setting. The Administration on Aging (Apand CMS jointly released
$60 million in Affordable Care Act grants to statexl communities to help
consumers and their caregivers better understashdangate their health and
long-term care options. The new grant program peeted to create streamlined,
coordinated statewide systems of information; celing and access that will help
people find consumer-friendly answers to their theahd long-term care needs.
Areas of focus will include assisting the undermvsdrand hard to reach with
information about Medicare and Medicaid benefitdping older adults and
individuals with disabilities live at home or intBegs of their choosing, assisting
people transitioning from a hospital or nursinglfacback into the community,
and strengthening links between medical and seelalice systems. New payment
practices will test bundling payments between aauntkpost-acute providers and
value-based purchasing.

In 2007, Oregon’s nursing facility occupancy ratesvé5 percent — lowest of all 50
states' What is the role of the nursing facility as wekdo the next decade?
Facilities with resources, located in the rightggaphic areas, have increasingly
looked to specialize in high-value Medicare paidrsstays for sub-acute care and
for therapies. Yet many nursing facilities, partaly in rural areas, have aging
physical plants not conducive to modern care [esti

There are not any easy answers. DHS and the iydslstuld jointly explore
approaches to retool unneeded capacity into mex#fe models that can address
area resident needs without forcing relocation afr@y family and friends.

Several states have explored creative Medicaice $ti@n Options to use graduated
rates to help buy down unused capacity — makifigancially viable to modernize
and convert such capacity to other uses. Oregamdleaplore a similar approach.

4 “Across the States 2009, Providers of Long-TermeGad Independent Living”, AARP.
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Finally, DHS and the industry should combine e8dd complete a detailed study
of nursing facility and other long-term service aughport needs in each
geographic area of Oregon over the next 20-30 yAad then, develop strategies
to move the publicly and privately paid marketplaceordingly.

INITIATIVE #2

Develop services and supports that will keep seniors and people with
disabilities safe, healthy and independent at home, as well as mitigate
an early or premature spend down of personal resources and the
need for publicly paid long-term care.

For the past few years, the Department of Humani&=y, the Oregon Association
of Area Agencies on Aging and Disabilities (O4ABhd their respective
stakeholders have been working to raise awarerhesg the shortcomings in
Oregon’s long-term care system and to developegfied to enhance the services
system for all Oregonians by building on the natlomork of Aging and Disability
Resource Centers (ADRC). The goal is to enableosgnpeople with disabilities
and their support connections either to avoid &edrfor publicly financed long-
term care or to minimize the scope and cost of sacé.

The ADRC program is a collaborative effort of thénmiinistration on Aging
(AoA) and the Centers for Medicare & Medicaid seed (CMS).

The shared vision is for ADRCs to become integoahgonents of health and
long-term care reform by providing information asawlinseling support to seniors
and people with disabilities, regardless of incotnenake informed decisions to
meet their needs and preferences in planning ér kbng-term services and
supports. These person-centered systems are eredsio optimize choice and
independence; be served by an adequate workfoedeabhsparent, encourage
personal responsibility; provide coordinated, hygiality care; and be financially
sustainable.

Oregon’s ADRC model is being developed in ways #Widithonor and support the
desire of individuals with disabilities or who aging to remain independent,
healthy, safe and active in their home communities.

Guiding principles of this work include the followg:
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* Easy to access comprehensive assistance will be availableto all, focusing
on individualized needs and inclusive of diverspylations. Assistance
will promote healthy living and the proactive seiknagement of chronic
conditions. Information and assistance for senjesple with disabilities,
and their families will help people to locate agpiate services.

* Themodel will be based on collabor ation and community involvement.
Emphasis will be placed toward active collaboratioth community
partners, effective public communication and depelent of resources
within local communities. Local stakeholder couswilill help to ensure a
balanced perspective, focused on quality. Custaaigsfaction will be the
first priority.

* Themodel will promote personal responsibility and will support
prevention and early intervention. Consistent and standardized services
throughout Oregon that promote personal resportgibihd individual
choice and allow individuals and their familiesctintribute based on their
ability to pay will help transform the current ssist to meet the challenges
of the future.

Federal grants for ADRCs were first made availablg? states in 2003.

In 2008, Oregon was awarded a three-year grant €b8 to develop a prototype
ADRC in Lane County. In 2009 Oregon was awarddur@etyear grant from AoA
to expand the work of the CMS grant to eight addai counties (Linn, Benton,
Lincoln, Marion, Polk, Yamhill, Tillamook and Claig.) Additionally, in
partnership with Multnomah County Aging and DisaypiServices and
Washington County Department of Disability, AgingdavVeteran Services,
Oregon received a Community Living Program grar009. Together these grant
funds will be unified to create the infrastructmeseded to support the ADRC
model initially in the pilot areas and eventualigtewide.

In moving toward the ADRC model, the involvementofsumers, stakeholders
and community partners is an essential elemen¢esijd and implementation. In
October 2009 a statewide ADRC Advisory Council (@@l was created to
provide input and oversight in planning and deveiept of the ADRC. The
Advisory Council membership represents Oregon Headtre Association, Oregon
Community Colleges, Trillium Community Health Plakrea Agencies on Aging,
Senior Health Insurance Benefits Assistance Prog@regon Alliance of Senior
and Health Services, Public Health, Governor's Caarmmn on Senior Services,
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Oregon Lifespan Respite, AARP and consumers. AFdteuary 2010 meeting,
the Council agreed to contract with an outsiddifator to assist the group in
developing a five year strategic plan for implenagioh and state-wide roll out of
the ADRCs. A smaller strategic planning committebich is more diverse
demographically and geographically than the Couaradl in which a majority of
members are consumers, began its work in June 206tt0a goal of strategic plan
completion in early 2011.

Since receiving the grants, significant progressiie®en made in creating the
foundation for the ADRCs.

* Oregon is working with an experienced vendor tate searchable
resource data base and a public facing web sitgghss a call module for
ADRC staff. The target operational date is fall @01

* Pilot site staff are in the process of becomingifeed in Information and
Referral by the Alliance of Information and Reféi®gstems (AIRS). The
certification process ensures quality and consistamthe way ADRCs
share information and make public referrals.

* The ADRC brand and a strategic marketing/outredah {hat can be
implemented in the pilot sites and then state-wsd®eing developed. This
plan will be based on the Formative Evaluation thas done for the ADRC
by the Community Planning Workshop at the UnivgrsitOregon. The
marketing plan will be implemented winter 2010-2@fter ADRCs have
been up and running a few months.

* The State Unit on Aging has contracted with PodI&tate University to
develop and deliver Options Counseling Trainingri@utum. Thirty
individuals are currently taking the training w8 more to enter training in
September. Additional training will be offered iQ12.

* Lane County opened its ADRC in April 2010 and rdl@it the Discharge
Planning Model in collaboration with PeaceHealthe RDRC has had 423
contacts in the three months since opening — mésthy family members
and caregivers looking for information and servitmgheir family member
or client.

* Northwest Senior and Disability Services (Marionlk? Yamhill, Clatsop
and Tillamook counties) and the Oregon Cascades @mcil of
Governments (Linn, Benton and Lincoln counties)@egparing to open an
ADRC in early fall 2010. They are training staff #8IRS Certification and
Options Counseling and working on internal operetim preparation for
the ADRC.

* Multnomah and Washington counties are collaboratiitg Providence
Portland and Providence St. Vincent Medical Centergfer clients who
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are at imminent risk of nursing facility placemémt long-term care options
counseling and diversion to home and community-thasee alternatives.
In addition they will also begin to pilot ADRC icggavithin the Community
Living Program grant.

The goal is that all pilot sites will be fully fuimening ADRCs by January 2011.

DHS has also received a series of grants to impleh@althy aging strategies.
Since 2008, DHS/SPD together with community pagnleas successfully applied
for and received funding for seven federal graotigling almost $5 million. The
grants are primarily aimed at keeping older aduitalthy and safe at home without
the need to spend down to Medicaid eligibility, ancdupport families in their
caregiver role. Grant funds are spread across @amynunity partners and

include specific projects as follows:

* Hospital discharge planning pilot projects

* Reducing hospital readmissions

* Assistance to family caregivers supporting persuitis dementia

* Evidence-based interventions to help persons satfage chronic disease
and prevent falls

* Helping low-income Medicare beneficiaries apply fmv-income subsidies
or Medicare Savings Plans.

Again, the thrust of all of these efforts is toissseniors and people with
disabilities to maintain healthy and active lifdssy and to prevent or delay their
need for publicly-paid long-term care.

In summary, Oregon is well on its way in implemagta state-wide network of
providers and partners that will:

* Provide intensive counseling and assistance t@ichaials and families
facing long-term care decisions; assisting thessetect the most effective,
low-cost solutions that forestall the need to spéowin and require paid
public assistance

» Assist natural family caregivers (who provide 8@geat of long-term care
nationally, largely uncompensated) with informatitechnical assistance
and limited in-home relief care

» Help seniors and people with disabilities stay thgaihrough evidence-
based programs that will reduce both acute andiemng care costs.
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INITIATIVE #3

Reduce the need for publicly paid long-term care by implementation
and enroliment in the CLASS Act insurance program and explore
options for expanding the purchase of long-term care insurance.

As far back as the 1990s, members of the Peppent&sion stated that the need
for long-term services and supports could be tckagean “insurable event.”
Increasing numbers of consumers are planning &dritisurable event, and
purchasing long-term care insurance. Overall numbeg still very small. By one
estimate, about 385,000 new policies were soldnally in 2007. Heightened
awareness, younger buyers, reformulated produdtshenintensification of multi-
life sales have led to a steady growth of long-teame insurance policies
nationally. The industry is benefiting from heigheel positive coverage within
consumer print and broadcast media about the i@mpoetof long-term care
planning. More importantly, many of the reports weyimportant information
about the best ages to start planning (with a stawdrd pre-retirement) and what
constitutes appropriate and affordable coverageis\sories are actually telling
consumers when and how to procure insurance piatect

Once primarily a senior product, buyers of longrt@are insurance continue to get
younger. As recently as 2000, the average policywdten on a 67-year-old. In
2007, according to American Association of LongfniéCare Insurance studies,
about 83 percent of all new individual applicanerevunder the age of 65, while
the average age was 58. As a result of the sigmifidemographic shift, leading
insurers have retooled their product offeringsddrass the two primary concerns
of younger buyers: affordability and the concerouwtlpaying many years for
something that might not be needed.

An increasing number of states, including Oreg@vehimplemented Qualified
Partnership Plans (QPPs). A QPP provides assetgbiart under the Medicaid
program. If a consumer receives long-term carerarse benefits from a QPP,
and later needs to apply for Medicaid coveragegraaunt of assets equal to the
benefits paid by the QPP will not count for Medételigibility and will also be
exempt from collection from the consumer’s estéier @eath. Insurance agents
must complete additional continuing education tregnn order to be qualified to
sell QPPs. The opportunity to build sales — esfig@anong middle-income
consumers — will be predicated on the willingness ability of the state, insurers
and agents to promote the importance of LTC plapreoupled with the key
benefits provided by partnership provisions.
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The federal government has also taken on the ihkuexvent as part of the Patient
Protection and Affordable Care Act. Buried withivetnew health care overhaul is
the first-ever federal insurance program to helpeAoans meet the often crushing
costs of long-term care. The Community Living Ataige Services and Supports
Act, better known as the CLASS Act, was one ofléis¢ legislative efforts of the
late Senator Edward Kennedy (D-MA).

The CLASS Act is a voluntary program, designed tolkilike Social Security,
with premiums to be deducted from workers’ payciseckless they opt out.
Enrollees become eligible for benefits after adfpear “vesting” period. Benefits
will trigger for an individual when he or she isteienined to have a qualifying
functional limitation that is expected to last focontinuous period of more than
90 days. The Department of Health and Human Ses\(ldelS) will determine the
exact amount of premiums and benefits, and bensilitsary depending on the
level of each person’s disability. Benefits will bash amounts that will be no less
than $50 per day. As of January 1, 2011, all waykadults will be enrolled in the
CLASS program unless they affirmatively opt outeTlve year vesting period
ends December 31, 2015, and the first benefitsruhéeprogram will begin to be
paid during the 2016 calendar year.

If the CLASS program is to truly make a dent in éxpected growth of Oregon
Medicaid utilization, state government should adtninvolve itself in the federal
HHS discussions around the appropriate “carrotsséinkls” to encourage
participation. As an example, employers could lgiired to offer payroll
withholding, but might also receive tax benefits fitaking premium contributions.
Workers could be required to pay a penalty foryla@enrollment, just as with
Medicare Part D today, but also allowed to buy cage with pre-tax dollars.
Given that implementation of the program is lessthix months away, Oregon
should make sure that it has a place at the talileei federal discussions.

Developmental Disability Services

The three initiatives on the preceding pages dspetifically call out
Developmental Disability Services. However, 37 Diefts were relocated from
Eastern Oregon Training Center (EOTC) under the Midat. EOTC closed its
doors in September 2009. And planning for Agind Bisability Resource
Centers (Initiative #2) will include information @mesources for DD people and
their families.

19



More broadly, the entire DD Services System has bestructured in the last ten
years. In 2000 Fairview Training Center, the lagtD institution in Oregon,
closed its doors with all its residents relocateddmmunity settings. As
mentioned above, EOTC closed last year. Oregoavwsane of 14 states with no
institutions for this population.

Many 24-hour settings of group homes, supervisedtaq@nts, and foster homes,
have been restructured to accommodate individuirsoemplex medical and
behavioral challenges. A complete new rate settiathodology approved by
CMS has been implemented tied to individualizegsssients.

And to control overall costs, access to 24-hourd@ivices is triaged by regional
crisis teams with gate keeping criteria tied tavitial or family emergencies.

Finally, nearly 9,000 families with DD children aadults living at home, receive
in-home supports including respite care and otta#fisg or adaptive equipment
supports. In the last year, Oregon has closeddpeng community waiting lists,
implementing the final requirements of the Stakeyduit to support all DD adults
living at home with their families. Service dol@mounts are capped to control
overall costs.

In summary, Oregon’s DD system is now well balanaed the envy of many
states. The institutions are closed. 24-hour cecess is tightly controlled. And,
in-home family supports are broadly available bithwightly capped benefits and
dollar limits.

Wrap-Up

Oregon’s long-term care system is still recognias@ne of the country’s best.
But, it faces daunting challenges. The aging deaqayc itself, both in Oregon
and nation-wide as well, threatens to overwhelnctggacity and costs of both
acute and long-term care systems.

In the near term, Oregon’s fiscal crisis threatensnravel Oregon’s long-term
care system with cost shifts and unintended coreserpgs — and more importantly,
the loss of a broad array of home and communitg ogtions consumers can
choose from.

In 2003, during the last major economic downtur®@megon, DHS reduced its
long-term care budget through a series of genearal-bnly program eliminations
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and a series of provider rate reductions. More mamly, about 5,000 seniors and
people with physical disabilities out of 28,000 wetiminated from eligibility for
long-term care after securing CMS approval to ckaagsessment levels for
activities of daily living (ADLS).

In the current fiscal crisis, previously used budgeuction options are no longer
available to Oregon. The big change is in eligipitequirements. In federal health
reform, Congress has tied all Medicaid eligibilitypre-ARRA levels. For long-
term care that means financial eligibility at tt#®3ercent level of SSI (about 200
percent of federal poverty level) and a diagnotevelopmental disability, or for
seniors and people with physical disabilities, sseased need for assistance in
ADLs. Once having met these criteria, the senigreason with a disability, then
automatically qualifies for health care as a catiegdy eligible person.

Now facing the 2011-2013 budget cliff, most of theneral Fund programs are
already gone, and eligibility cannot be changecdtoiddingly, any reductions will
have to be made in deep cuts to provider ratesanilal office and field staffing.
The provider cuts will require CMS approval andyoné approved based on state
assurance that client access and health and saéethot compromised. And
likewise, CMS will monitor staffing levels to makere new eligibility and annual
eligibility reviews are timely, licensing visitseacompleted regularly, and abuse
investigations are prompt in protecting clients.

Finally, the biggest problem in making reductiornthaut being able to change
eligibility is that eligibility in long-term care@nts directly to nursing facilities.
Under federal law, if a state takes any Medicaillad® at all, it must provide a
mandatory nursing facility benefit. In short, ifégon’s in-home and community
care system falters, the migration into nursingjifgcsettings at two to three times
the cost cannot be stopped — at least cannot ppexdowvithout jeopardizing the
operation of the entire state Medicaid program.

What can be done? Short of changing eligibilitg dmly alternative is a
mechanism whereby Oregon can control the scopearadion of the type of
Medicaid long-term care service offered, and atitglto assign the person to the
least expensive setting.

Oregon needs to explore two possible options. @@a@il115 super Medicaid
waiver. Typically called research or demonstrataivers, 1115 waivers give
CMS broad authority to waive many of the requiretaehat otherwise constrain
most Medicaid waivers or state plan options (thegdon Health Plan is funded
under an 1115 waiver). If Oregon can’t change leiiigy for long-term care, but
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must significantly reduce costs, the 1115 authanight provide opportunities to
at least limit the amount or scope of long-ternmecservices.

Another possible approach is the Center for Innomagmbedded in the
Affordable Patient Care Act. Preliminary discussiovith CMS indicate this
center may likewise have broad authority to waraditional Medicaid and
Medicare requirements.

Both of these options have to be seen as stilatimetat this point since CMS has
yet to issue major policy transmittals or regulasi@n how federal health reform
provisions will be applied to long-term care.

For better or for worse, Oregon’s fiscal crisislwértainly re-shape the future of
long-term care in this state. But, even beyondctireent crisis, long-term care
systems across the country will be severely chgéldnn terms of capacity and
costs. Accordingly, the key recommendations dedarehis report need to be
fully implemented.

22



