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January 29, 1997 96035

The Governor of California
President pro Tempore of the Senate
Speaker of the Assembly

State Capitol

Sacramento, California 95814

Dear Governor and Legislative Leaders:

As required by the Budget Act of 1996, the Bureau of State Audits presents its audit report
concerning the medical operations of the California Veterans Home at Yountville (Yountville).
This report was prepared under contract by Ernst & Young LLP.

This report concludes that Yountville has many opportunities to decrease costs, increase
efficiencies, generate additional revenues, and improve the quality of care of its residents.
Specifically, our consultants concluded that Yountville could allow veterans to remain in their
veteran's home residential setting while providing nursing care through a home health care
function. They also noted that Yountville incurs more than $1.8 million annually in
unreimbursed physician costs because of either excess physicians, low productivity, inadequate
billing, or a combination of all three. Among their other issues, our consultants expressed
concerns about the cost-effectiveness of Yountville's 26-bed hospital and higher-than-industry
average nursing staff ratios. Finally, our consultants concluded that Yountville could reduce its
dietary and laundry costs by approximately $2.3 million annually by contracting with outside
services.

Respectfully submitted,
KURT R. SJOBERG
State Auditor



i” ERNS T& YOUNG I_LP # Certified Public Accountants & Phone: 813 225 4800

Suite 2200

100 North Tampa Street
P.O. Box 740

Tampa, Florida 33601

January 24, 1997

Mr. Kurt R. Sjoberg
California State Auditor
Bureau of State Audits

660 J. Street, Suite 300
Sacramento, California 95814

Dear Mr. Sjoberg:
We are pleased to submit our report on the Veterans Home of Yountville (Home). The primary
purpose of the report was to identify meaningful opportunities to improve the financial results of
the Home, while maintaining the overall quality of resident and patient care.
We appreciate the substantial assistance the Bureau of State Audits provided, particularly the

. assistance of Mr. Fred Forrer. Please contact Mr. J. Talbot Land or Mr. Kevin Cornish at

813/225-4800 should you need any additional information.

Very truly yours,

St ¥ MLL?

Ernst & Young LLP is a member of Ernst & Young International, Ltd.
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Summary

YOUNTVILLE

Audit Highlights .

The Veterans Home at Yountville
(Yountville) has many opportunities
to decrease costs, increase
efficiencies, generate additional
revenues, and improve the quality
of care to its residents.

Specifically, we found:

& Yountville could allow
veterans to remain in their
veteran's home residences
longer by providing nursing
care through a home health
care function.

&7  Yountville incurs more than
$1.8 million annually in
unreimbursed physician costs
because of either excess
physicians, low productivity,
inadequate billing, or all
three.

& Hs 26-bed hospital has low
utilization and is not cost-
effective.

& Nursing staff ratios are higher
than industry standards and
are significantly above state
averages.

& Yountville could significantly
reduce dietary and laundry
costs by contracting with
outside services.

Results in Brief

he Veterans Home at Yountville (Yountville) is a

state-owned and operated health care provider in northern

California.  Yountville's mission is to serve California
veterans with an environment that improves the overall health
of veterans residing at Yountville by reducing the incidence and
severity of disabilities, maintaining and improving functions,
increasing social interaction, and promoting self-reliance and
self-worth.

Yountville provides health-related services based on the health
care needs of veterans. Care decisions are not based on the
veterans’ ability to fully pay for the services they require. The
costs of care that either the veterans' or applicable state or
federal health programs are unable to pay are covered by the
State's General Fund.

During fiscal year 1995-96, the General Fund subsidized
Yountville's operations with $25 million, or approximately
50 percent of Yountville's operating budget. Because of the
availability of General Fund subsidies, Yountville has
historically not placed emphasis on productivity and
performance measurements.  This is evident when certain
Yountville operating costs are compared to those of comparable
health care providers in California. Because Yountville has not
been held accountable to financial perfformance measures other
than the annual budget, there is a lack of incentive and
initiative to maximize reimbursement and reduce costs.

During our review, we noted the following conditions:

e Yountville is providing all of its intermediate and skilled
nursing care in an institutional setting. However, we
believe that Yountville can better serve its residents by
providing nursing care in its residential areas. A home
health agency is simply a licensed unit that would provide
the same type of services that the veterans now receive in
the intermediate or skilled nursing areas of Yountville, but in
their own residences at Yountville.

e Yountville's physicians are on staff rather than the more
common contracting on a fee-for-service basis. We also
believe Yountville employs more staff physicians than



necessary. Because of either excess physicians on staff, low
productivity among the physicians, or inadequate billing for
physician visits, Yountville incurs more than $1.8 million in
unreimbursed physician costs annually.

Yountville operates a 26-bed acute care hospital. However,
the small size of Yountville's hospital and its low utilization
rates suggest that the hospital is not cost-effective.
Yountville's own analysis indicates that the hospital's costs
exceeded its reimbursements by $854,000 for fiscal year
1995-96. We also found that the hospital's radiology costs
per procedure are 6 times greater than statewide averages,
and pathology costs are 13 times greater than statewide
averages. Finally, we question the quality of care provided
at an unusually small hospital such as Yountville's versus
the quality of care that can be obtained at nearby larger
hospitals with more specialists and a greater pool of
expertise.

Yountville uses a higher-than-industry-average ratio of
registered nurses (RNs) compared to the less costly licensed
vocational nurses (LVNs), and nurses' aides (aides). We
estimate that Yountville could save approximately $816,000
annually by shifting staffing ratios for RNs, LVNs, and aides
to ranges consistent with statewide averages without
decreasing the amount of direct nursing care received by the
veterans. We also noted that the salaries for RNs and aides
are significantly above state averages, while LVNs' salaries
are lower.

Yountville can maximize its Medicare reimbursement rates
by creating a "certified distinct part" (CDP) within the
institution. This allows the facility to isolate and report all
of the costs associated with providing skilled nursing care to
Medicare-eligible patients. We believe that Yountville's
Medicare reimbursement rate is far lower than it would be if
the rate were based upon costs captured in an appropriately
sized and monitored CDP. We also found that some of the
medical and administrative staff of Yountville lack the level
of expertise in Medicare and Medi-Cal reimbursement
techniques typically found in their counterparts in the
industry.

The proper utilization of nursing services is important to
Yountville's financial viability as well as the veterans'
quality of life. A number of issues that came to our
attention during this review caused us to question whether
Yountville is appropriately using skilled nursing care. We
also noted that skilled nursing care was provided at two
different locations at Yountville, which is inefficient.



e Throughout this audit, we noted numerous weaknesses
resulting from Yountville's lack of an adequate management
information system (MIS). Many of these same weaknesses
were identified by the Bureau of State Audits in an audit of
Yountville in 1994. The lack of an adequate MIS effectively
precludes Yountville from utilizing many of the management
techniques commonly used by the industry.

e We compared Yountville's costs of laundry and dietary
services to those of the California Veterans Home at Barstow
(Barstow), which are provided by outside contractors.
Based upon those comparisons, we estimate Yountville
could save approximately $2 million annually by
contracting for dietary services and approximately $350,000
annually by contracting for laundry services.

Recommendations

Yountville should take the following actions to improve its
medical operations:

e Renew its expired license for home health care and provide
care to the veterans in their residences at Yountville
whenever appropriate.

e If Yountville decides to retain its staff physicians, it should
eliminate three inpatient staff physician positions, review
outpatient physician staffing levels, and develop physician
productivity standards. However, Yountville should
consider the industry practice of using contracted physicians
on a fee-for-service basis and eliminate staff physician
positions.

e Either discontinue the operation of the hospital at Yountville
and obtain hospital services through the local medical
community or the Legislature should require a cost-benefit
study of continuing the hospital and require the hospital's
costs to be brought in line with statewide averages.

e Increase the utilization of LVNs and aides to be more
consistent with industry average nursing ratios.

e Create a CDP within its skilled nursing facility
commensurate with the size of its Medicare-eligible
population.
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e Require the appropriate medical and administrative staff to
attend training on Medicare and Medi-Cal reimbursement
regulations to improve their awareness of these issues.

e To ensure that veterans receive the appropriate level of
nursing care in the most appropriate setting, the Legislature
should require a study of veterans receiving skilled and
intermediate care at Yountville to determine whether the
veterans are placed in the appropriate level of care.

e Provide all skilled nursing services in one common area and
separate skilled nursing veterans from intermediate care
veterans.

¢ Make the development of an MIS a top priority and explore
interim solutions for Yountville's MIS needs. In the absence
of viable interim solutions, develop and utilize manual
procedures to identify and record vital management
information until automated solutions are developed.

e OQutsource the laundry and dietary services using the same
type of contractual arrangement as Barstow.

Agency Commentis

The California Department of Veterans Affairs (DVA) generally
concurs with most of our findings and recommendations.
However, the DVA disagrees with our conclusion that
Yountville has not been held accountable to financial
performance measures other than the annual budget. The DVA
agrees with the concept of home health care and plans to
explore the licensing and staffing requirements. Also, the DVA
would like to explore a number of alternatives for making the
hospital more cost-effective and has agreed to reduce physician
staffing and adjust the nursing staffing ratios. However, those
staffing adjustments are more modest than the changes we
suggest. The DVA raises some concerns about the CDP
concept and questions the need for a review to determine
whether veterans are being placed in the appropriate level of
care. Finally, the DVA concurs with our observations and
recommendations regarding its MIS and outsourcing laundry
and dietary services.



Introduction

Background

long-term, residential care provider for elderly or disabled

veterans and their spouses over age 62 and who are
California residents. Yountville is administered by the
California Department of Veterans Affairs (DVA). The DVA
estimates that during the fiscal year ended June 30, 1996,
Yountville cared for approximately 1,300 residents at a cost of
$50 million. This equates to an annual cost per veteran of
approximately $38,000. Yountville is one of the largest
branches of the DVA, with approximately 953 full-time
equivalent employees. Yountville is one of two homes the DVA
oversees. The second home is located in Barstow. Also, two
additional veterans homes are now planned.

The Veterans Home at Yountville (Yountville) is a

Yountville was established in 1884 and has provided health
care services to California veterans since its inception.
Yountville's mission is to provide health care services promoting
the health, welfare, and social interaction of veterans. To meet
this objective, Yountville provides a wide array of health care
services including the following:

Residential living beds—116 beds
Alcohol and drug treatment—29 beds
Domiciliary services—767 beds
Intermediate care facility (ICF)—177 beds
Skilled nursing facility (SNF)—316 beds
Hospital services—26 beds

Surgical services

Emergency services

Outpatient clinics

Because of renovation of some buildings at Yountville,
79 skilled nursing beds and 497 intermediate care beds are
currently licensed but are not in service or available for
occupancy.

Residents in domiciliary and residential living areas are
self-sufficient and are able to independently perform basic
activities of daily living such as bathing, toileting, grooming,
and mobility. They may also require assistance in other
activities such as banking, medications, transportation, and
housekeeping. Residents in the intermediate care areas require
assistance with one to two activities of daily living and require



Table 1

minimal nursing intervention. Residents in skilled areas require
assistance in two or more activities of daily living and
significant nursing and therapeutic intervention.  Residents
admitted to hospital beds require significant medical services
and a high degree of physician and pharmacological services.

Health care services are available 24 hours a day, seven days a
week. They include medical, nursing, dietary, and
pharmaceutical services. Several of the health care services
provided by Yountville are not typically provided by private
nursing homes. The most significant departure is the provision
of hospital, surgical, and emergency services. Managing
hospital services requires significantly different managerial,
clinical, and financial skills than are required to operate nursing
homes or residential retirement facilities. In addition, the costs
of providing acute (hospital) and surgical services requires a
high number of patients to warrant required support services.
Consequently, nursing homes typically contract for these
services with local hospitals, instead of providing them directly.

Although Yountville directly provides hospital services, it is not
required to do so. Section 1012 of the California Military
Veterans Code states that the administration of Yountville must
make available all services veterans may require. This means
that the services can be provided directly by Yountville or
contracted with community hospitals.

Historically, approximately 54 percent of funds to pay for
services at Yountville have come from traditional health care
sources such as Medicare, Medi-Cal, private pay, and members'
fees. Tables 1 and 2 illustrate the reimbursement percentages
received in fiscal year 1995-96.

Percentage of Reimbursement by Payer Type

23% 9% 29% 3% 36%

$7 million  $2 million $8 million $1 million $10 million




Table 2

Percent and Dollars Contributed to
Yountville by the State’s General Fund

49% 49% 46%

$20 million  $22 million $24 million  $25 million

Source: The Veterans Home at Yountville, fiscal year expenditures and
reimbursements report.

Expenses not covered by traditional reimbursement sources are
paid by the State's General Fund. In fiscal year 1995-96, the
General Fund contributed $25 million, or approximately
46 percent, to cover Yountville's expenses. Table 2 illustrates
the trend in the amount of expenses paid by the General Fund.

To address Yountville's rising costs of care, members' fees were
increased effective February 1, 1994. Members' fees are based
on a veterans' required level of care. Veterans in residential
levels of care are assessed 55 percent of their monthly income,
or $1,200, whichever is less. Fees for intermediate care level
services are assessed at 65 percent up to $2,300 per month,
and skilled care and acute care services are assessed at
70 percent of income up to $2,500 per month. Documentation
provided by Yountville management indicates that the average
member fees are significantly below the maximums identified
above. Average member fees collected for skilled care level
veterans are approximately $822 per month. Average member
fees collected for intermediate care level veterans are
approximately $640 per month. It is not clear whether the low
average collections are because of low monthly incomes of the
veterans or Yountville not fully collecting members' fees.

Scope and Methodology

The Bureau of State Audits (bureau) completed a study of
Yountville in April 1994, The report indicated that Yountville
was not maximizing reimbursement and cost-reduction efforts.
The Legislature raised further concerns regarding the medical
and operational practices of Yountville and mandated a study in
the 1996 Budget Act, Item Number 8960-011-0001, Provision
Number 7.



The bureau hired consultants from Ernst & Young LLP, with
expertise in the operations and reimbursement of hospital and
nursing home health services to conduct an independent and
objective performance assessment of the medical operations of
the 26-bed hospital unit, the 316-bed skilled nursing areas, and
the 177-bed intermediate care areas. This assessment resulted
in recommendations for improving Yountville's medical and
operational performance, reducing costs, and maximizing
reimbursements.

In order to focus on areas with the most significant potential
impact, we first identified Yountville's most significant cost
areas. Because of Yountville's unique nature, it was important
that we gained a detailed understanding of the operational and
regulatory factors that influence how care is delivered and
reimbursed. This knowledge was gained through reviewing a
comprehensive list of requested materials and interviews with
executive and departmental level personnel at Yountville.

We assessed what services Yountville was required to provide
through state or federal laws, regulations, or agreements. A
preliminary assessment was then made as to which services
could be potentially outsourced if more cost-effective
alternatives were available without compromising Yountville's
mission.

To determine whether Yountville effectively managed the
hospital's skilled care and intermediate care areas, we identified
applicable industry benchmarks for comparison. We requested
data for nursing home and hospital facilities through the Office
of Statewide Health Planning and Development (OSHPD) for
fiscal year 1994-95. Nursing home data was segregated by
profit, not-for-profit, and government-owned facilities. Hospital
data was limited to 25 facilities in northern California as defined
by the OSHPD, ranging in size from 16 to 80 beds, with an
average of 57 beds.

Key benchmarks determined through these sources were then
compared to Yountville's cost data for the same time period—
fiscal year 1994-95. Specifically, we looked at the use of
medical personnel, the salary ranges for specific employee
categories, and cost-effectiveness of specific patient care
services.

The consultants' scope of our review also included:

e Assessed use of managed care techniques to monitor
utilization of medical services;



review of Yountville's admissions criteria and state
regulatory requirements for three distinct patient care
areas—hospital, skilled care, and intermediate care;

review of case management techniques to identify whether
Yountville was caring for veterans in the most appropriate
and least-costly environment; and

review of the level of physician interaction in the case
management process and how physician interaction
benefited or detracted from the case management process.






Chapter 1

The Veterans Home at Yountville Could
Improve its Delivery of Medical Care

Chapter Summary

available in today's health care industry as a "continuum

of care." The word continuum is meant to identify an
interconnected group of inpatient, outpatient, and community-
based health care entities that provide a progression of services
based on decreasing patient needs. The goal of the continuum
is to match patient needs with the least-costly setting to deliver
the most appropriate care. In this chapter, we discuss some
opportunities for the Veterans Home at Yountville (Yountville)
to improve upon its continuum of care.

The health care industry defines the broad levels of services

Yountville currently provides both nursing home care and
hospital care to its resident veterans. Nursing home services are
currently provided in a traditional institutional nursing home
setting. We believe that the veterans and Yountville could
benefit from the development of a home health agency that
would provide nursing services in Yountville's residential
settings. Providing home health care can increase the veterans'
sense of independence and well-being, open up nursing home
beds to veterans who need those services, and provide a source
of reimbursements that Yountville is not currently utilizing.

We found that Yountville's provision of physician services
deviates from standard industry practice. Specifically,
Yountville employs physicians as staff rather than contracting
for their services, as is typical in the industry.

Finally, we question the cost-effectiveness and benefits of
operating a hospital at Yountville. We found that the costs of
patient care, hospital support departments, and nursing staffing
ratios are above statewide averages. Also, the clinical and
operational skill sets required to provide high-quality hospital
care are significantly different from that of a nursing home.
Moreover, larger hospitals generally have a larger pool of
expertise upon which to draw, are more likely to invest in
newer technologies, and are more likely to train staff in the
latest medical techniques than smaller hospitals such as
Yountville's. These factors, taken into consideration along with



Home health care would
allow veterans to receive
medical and social
services in their
residences rather than
being moved to the
nursing home.

the low number of veterans served by the hospital and the
opportunity for providing this service through local hospitals,
suggest that continuation of hospital and surgical services may
not be in the best interests of Yountville or the veterans.

Yountville Could Realize Improved Care,
Increased Reimbursements, and Decreased Costs
by Developing a Home Health Care Agency

Yountville currently provides skilled nursing and intermediate
care in a traditional nursing home setting. We believe that
Yountville could provide some of its nursing care in a
residential setting. W.ithin the industry, providing care in a
residential setting is known as home health care and such care
is provided by a home health agency. Home health agencies
must be licensed by the State and are able to offer a wide range
of care, including skilled nursing, therapy, and social services.

There are a number of benefits for both the veterans and
Yountville in offering home health care. First and foremost,
veterans could receive some of their medical and social services
in their own residences on the Yountville campus rather than in
the traditional nursing home setting. This could increase the
veterans' sense of independence and well-being and could aid
healing. Also, Yountville is currently not directly admitting
veterans in need of skilled and intermediate nursing because all
available beds are occupied. A home health services approach
could open up skilled and intermediate nursing beds for those
veterans who truly need them.

Home health care would also offer financial benefits to
Yountville.  Providing health care through a home health
services arrangement is almost always less expensive than in an
institutional setting when properly applied. Moreover, the
development of home health services would add a new
Medicare revenue source that is not currently being used.

Because Yountville lacks adequate clinical and financial data,
we could not accurately calculate the financial impact of
developing a home health agency. Nevertheless, we believe
the potential for reducing costs, increasing reimbursements, and
improving the quality of care is significant. In fact, Yountville
had a license to provide home health services in fiscal year
1989-90. However, it never used its home health care license
and has allowed it to expire. According to the acting chief
medical officer, the license was allowed to expire due to lack of
staffing and ancillary resources to meet changing licensing
requirements.



High costs of maintaining

a small hospital are
exacerbrated by low
utilization rates.

The Cost-Effectiveness and Benefits of Operating
a Hospital at Yountville are Questionable

The inpatient facilities of Yountville are divided into acute care,
skilled nursing, and intermediate care. The skilled nursing and
intermediate care facilities are commonly referred to as a
"nursing home." Yountville's acute care facility is a 26-bed
hospital that includes an intensive care unit and a general
medical and surgical unit.

In general, hospitals as small as Yountville's are unusual
because all hospitals are required by licensing regulations to
have support department services. Examples of support
departments include radiology, pharmacy, pathology, surgery,
emergency, and 24-hour physician coverage. The fixed costs
associated with these support departments often make operation
of a small facility cost-prohibitive.

The high fixed costs of maintaining a small hospital at
Yountville are further exacerbated by the fact that the hospital is
underutilized. During fiscal year 1995-96, the hospital had an
average daily census of only 11.7 patients for the 26-bed
facility, which is approximately 45 percent of capacity.

The costs and the difficulties associated with operating a
hospital raise questions regarding the cost-effectiveness of
operating a hospital at Yountville versus using hospitals near
Yountville. To address the questions of cost-effectiveness, we
compared in Table 3 some key costs of Yountville's hospital to
those of other small, for-profit and not-for-profit hospitals in the
region.

As shown in Table 3, Yountville's costs per patient day for the
intensive care unit and the medical/surgical unit are higher than
the averages for other small hospitals in the region. However,
based upon Yountville's inability to identify and accurately
track actual costs by each department within the hospital, we
believe that Yountville's costs per patient day may be even
higher than estimated.
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Table 3

Yountville's hospital costs
per pathology procedures
are 13 times greater and
radiology services are 6
times greater than state
averages.

Hospital Care Cost Comparisons
Per Patient Day or Procedure

Source: 1994-95 Office of Statewide Health Planning and Development
hospital data base, volume one, which covers northern
California for 24 hospitals from 16-87 beds.

It is highly unusual for a facility whose primary focus is nursing
home and residential care to have on-site radiology and
pathology services. Yountville's provision of hospital services
requires it to have radiology and pathology services available
either directly or through contractual agreement.

As illustrated in Table 3, the hospital's costs of these two
support departments are markedly above state averages. Again,
we suspect that the lack of cost-accounting systems has a
significant impact on the accuracy of these figures.
Nevertheless, according to Yountville's own data, the cost per
radiology procedure is more than 6 times greater than the state
average. Yountville's cost per pathology procedure is more
than 13 times greater than the state average. These
extraordinarily high costs per procedure are attributable to the
relative low number of procedures performed at Yountville and
the high costs of operating these departments.

Another factor that typically precludes a nursing home from
operating a hospital is the fact that the clinical and operational
skill sets required to provide high-quality care in a hospital are
substantially different from that of a nursing home. Particularly
in the area of intensive care services, all clinicians assigned to
that area must have a high level of critical care skill sets and
regularly use these skills to ensure proficiency. Moreover,
larger hospitals generally have more specialists and a greater
pool of expertise upon which to draw compared to a small



hospital such as Yountville's. Finally, larger hospitals are more
likely to invest in new technologies and train staff in the latest
medical techniques. These differences often affect the quality
of services available at smaller hospitals.

Yountville already uses two area hospitals to provide services
that are not reasonable to provide. The nearest—Queen of the
Valley Hospital—is a 175-bed facility that provides all levels of
high acuity and emergency patient services. It is approximately
eight miles—a 10 to 15 minute drive—from Yountville.
Yountville uses the Queen of the Valley Hospital for complex
medical and surgical care, medical conditions that require
significant physician specialist and diagnostic intervention, as
well as specialized emergency services. The second hospital is
the Veterans Administration Hospital in San Francisco, which is
approximately 70 miles (two hours by car) away. Yountville
uses the Veterans Administration Hospital in San Francisco for
similar services. Only veterans with service-related conditions
are eligible for a covered stay at the Veterans Administration
Hospital in San Francisco.

During fiscal year 1995-96, veterans from Yountville were
admitted to the hospital 874 times for inpatient services.
However, 288 of those hospital admissions were to other area
hospitals such as Queen of the Valley Hospital and the Veterans
Administration Hospital in  San Francisco. Therefore,
33 percent of the hospital admissions for Yountville's veterans
are already being provided by other hospitals.

Because of the lack of clinical and financial data regarding the

Yountville's own analysis hospital, we could not accurately determine the fixed and
reveals that its hospital costs variable costs of operating the hospital and associated
exceed reimbursements by departments. Moreover, we could not accurately determine
approximately $200 per whether the reimbursements generated by the hospital cover the

patient day. costs of operation. However, Yountville has prepared its own

analysis of hospital costs and reimbursements. It indicates that
the hospital's costs exceed its reimbursements by approximately
$200 per patient day. Based on the number of patient days
incurred in 1995-96, this translates into a loss of $854,000 per
year. It is important to note that we did not study or validate
Yountville's analysis. We included its analysis in our report
because it illustrates the potential financial burden of operating
the hospital at Yountville.

In summary, the data suggests that the Yountville hospital and
its support departments are not cost-effective. The hospital
serves a relatively small percentage of the overall veteran
population. Also, the support departments such as radiology,
pathology, and pharmacy provide the majority of their services
to veterans in nursing homes and residential areas outside the



hospital. The comparison of services and expertise available at
larger hospitals near Yountville and the availability of outside
contractors to provide services such as radiology and pathology
raise the question of whether operating a small hospital is in the
best interests of veterans, regardless of cost. The existence of
these services may provide a level of convenience to veterans.
Nevertheless, that convenience must be compared against the
quality of care that can be provided, the availability of services
in the nearby communities, and the cost-effectiveness of
providing that care at Yountville.



Chapter 2
The Veterans Home at Yountville

Can Reduce the Costs of its Medical Staff

Chapter Summary

24 staff physicians to meet most of the veterans' medical

needs. However, the more typical arrangement in
industry is for the nursing home or the hospital to contract for
physician services through independent physicians. We found
that Yountville's use of staff physicians results in extraordinary
physician costs that are not reimbursed by Medicare or
Medi-Cal. During fiscal year 1994-95, Yountville incurred
$2.8 million of direct physician expense while only generating
$1 million in reimbursements for those physician services. The
$1.8 million of unreimbursed physician expense could indicate
either excess physicians on staff, low productivity among the
physicians, or inadequate billing for the physicians' services.
We analyzed the workload for the staff physicians assigned to
the skilled and intermediate care areas. Based upon our
analysis, we estimate that Yountville only needs five of its eight
authorized positions. If Yountville reduced the number of
physicians assigned to these areas by three full-time equivalent
(FTE) positions, we estimate Yountville could save
approximately $400,000 annually.

The Veterans Home at Yountville (Yountville) employs

We also found that Yountville utilizes a greater percentage of
costlier registered nurses (RNs) than the State average. The
percentage of total direct care nursing hours from RNs is
significantly above state averages and below state averages for
licensed vocational nurses (LVNs) and nurses' aides (aides). We
estimate that Yountville could realize a cost reduction in
nursing of approximately $816,000 annually if the ratios of
RNs, LVNs, and aides were consistent with statewide averages.

Finally, we noted that nurses' salaries at Yountville are
significantly above state averages. We found that salaries for
RNs and aides were above statewide averages by 13 percent
and 72 percent, respectively. Salaries for LVNs at Yountville,
by contrast, were 6 percent below the statewide average.
Yountville could realize a cost reduction in nursing staffing of
approximately $1.8 million if nursing salaries were consistent
with statewide average salaries.

13



The levels of care at
Yountville do not indicate
a highly complex medical
need that would justify
the high physician staffing

ratios.
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Physician Staffing Ratios Within the Nursing Home
are Inconsistent With Statewide Benchmarks

Contrary to typical industry practices, Yountville staff physicians
typically visit the wards and the veterans daily without
consideration of patient need. This is unusual because a large
portion of the intermediate care nursing home population
primarily needs custodial care for activities of daily living such
as eating, bathing, and dressing rather than medical care.
Residents of skilled care nursing facilities are typically receiving
nursing and rehabilitative services following their release from
an acute care hospital or some other medical procedure. In
either case, they do not need daily hospital care and the daily
physician visits that are normal in hospital care.

Medicare regulations require physician visits at least every
30 days for skilled care level patients and every 90 days for
intermediate care level patients. Patients can be seen in either
setting as often as the physician deems necessary and skilled
nursing patients will often be seen by a physician more than
every 30 days and intermediate care patients once every
30 days.

Yountville's policy requires each physician to visit each
assigned ward daily.  While daily intervention may be
appropriate in the hospital, nursing homes typically do not
require this level of physician assessment. |t is theoretically
possible that a veteran at Yountville could be seen as often as
daily by a physician in any nursing home setting. This potential
level of physician interaction is significantly greater than the
skilled nursing and intermediate care levels found in private
industry. Many needs for physician interaction in private
industry are addressed through telephone and facsimile
communications between nursing personnel and the physician.
The levels of care at Yountville do not indicate a highly
complex medical need that would justify the high degree of
direct medical interaction. Should patients need a higher level
of medical interaction, they could easily be moved to the higher
level of care or scheduled for more frequent physician visits.

Based upon the current bed capacities within the skilled nursing
and intermediate care facilities, we conclude that Yountville
employs a greater number of staff physicians than necessary.
We calculated the number of physicians needed using greater
standards than those required by Medicare regulations. Our
workload analysis assumed that physician visits in the skilled
nursing facility would occur an average of twice a month rather
than the Medicare minimum of once a month. We also
assumed that veterans in the intermediate care area would need
physician visits an average of once every 30 days rather than



once every 90 days as required by Medicare. This analysis
does not assess the number of physician contacts that would
take place through telephone and facsimile; this approach is
implied as part of standard private physician practices. As
shown in Table 4, we estimate that Yountville needs only five
of its eight currently authorized positions to meet the medical
needs for 316 skilled and 177 intermediate care beds. If
Yountville reduced the number of physicians it employs in these
facilities by three FTEs, it could save approximately $400,000
per year.

Table 4

Financial Impact of Primary Care Physician Benchmark

316 2 632 204 4 6 2 $268,000
177 1 177 204 1 2 1 134,000
$402,000

2Industry standard—1995 Marion Merrell Dow Inc., Managed Care Digest.

bCalculated by dividing (number of total visits per month / visits by each physician per month) X 1.25
(75 percent productive).
“Calculated by multiplying variance X average physician salary plus benefits of $134,000.

The Employment Arrangements of
Physicians At Yountville are Costly

Federal and state laws require that nursing homes such as
Yountville have medical directors who oversee the policies and
procedures that govern delivery of medical services. The
typical arrangement in private industry is for medical directors
to be paid an hourly rate based upon the number of hours
devoted to medical director responsibilities. Any other services
requiring physician interaction are done by either independent
physicians, or the medical director, and billed to Medicare
Part B directly by the physician.



6 ........ ,

$1.8 million in
unreimbursed direct
physician costs indicates
either low productivity,
excess physicians on staff,
or inadequate billing.

However, as noted earlier, Yountville has chosen a model in
which most of the physicians are salaried employees. As a
result, Yountville is responsible for billing Medicare and
obtaining the reimbursements for physician services. Coupled
with this unusual arrangement is the fact that Yountville does
not consistently use physician productivity measures or
standards. The lack of incentives for physicians to prudently
manage their time and expenses has contributed to a significant
disparity between physician expenses and the reimbursements
their billings generate.

During fiscal year 1994-95, Yountville incurred $2.8 million of
direct physician salary expense in the ambulatory care, hospital,
and surgical areas. That figure does not include the costs of
physician benefits such as retirement, health insurance,
malpractice insurance, vacation, and sick leave. During the
same period, Yountville generated only $1 million in
reimbursements for physician visits.  The difference of
$1.8 million in unreimbursed direct physician costs indicates
either an excess of physicians on staff, low productivity among
the staff physicians, inadequate billing of physician visits, or
some combination of all three.

Yountville currently contracts with more than 20 private
physicians in the community to provide specialty services. The
proximity of Queen of the Valley Hospital indicates a large
number of private physicians live in the Napa and Yountville
areas. Yountville should consider privatization of all physician
positions except those whose primary responsibility is to
oversee the quality of medical services delivered at Yountville.
These are the chief of ambulatory care and chief of medicine.
Based on 1994-95 figures, privatization of all staff physicians
except chief of medicine, chief of ambulatory care, chief of
radiology, and chief of pathology would result in a decrease in
revenue of $1 million and a decrease in expenses of $2 million,
with a net positive cost reduction of $1 million.

Nursing Staffing Ratios Are Inconsistent
With Statewide Benchmarks

The primary distinctions among RNs, LVNs, and aides are
educational requirements and licenses that determine what
services can and cannot be provided. RNs typically complete a
two- to three-year education. LVNs typically complete a one-
to two-year education. Aides complete a 60-hour certification
class. Each level must pass a state-sponsored examination to
practice nursing in California. Pay rates vary significantly by
each level based on the education required and the skills each
discipline provides.



Table 5

Ratios of various levels of nursing care are measured by the
number of highly trained nursing staff to lesser-skilled nursing
staff appropriate for the patient care area being staffed. The
services that each nursing category can provide are limited by
law. RNs typically provide more complex nursing services and
supervise other nursing personnel. LVNs provide more direct
patient care and less technically complex services. Aides assist
nursing personnel in direct patient care activities such as
assisting veterans with activities of daily living. In California,
LVNs are allowed to perform some technical tasks such as
administration of intravenous (IV) fluids with additional training.
However, the Yountville policies prohibit LVNs from
administering IV fluids.

Table 5 shows that Yountville uses a significantly greater
proportion of RNs than less costly LVNs and aides. Specifically,
Yountville's skilled nursing area is staffed with 26 percent RNs,
compared to the state average of only 10 percent. Therefore,
Yountville uses 16 percent more RNs in its skilled nursing area
than comparable facilities throughout the State. Conversely,
Yountville uses 8 percent fewer LVNs and 8 percent fewer aides
than comparable facilities throughout the State.

Skilled Nursing Ratios

10% 12% 10% 5% 11% 26%
18 18 18 16 17 10
72 70 72 79 72 64

2Office of Statewide Health Planning and Development 1994-95 long-term care facility
financial data base.
®1994-95 wages and salary supplement to the Governor's Budget for the State of

California.
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The higher-than-expected ratio of RNs might indicate an
atypical need for professional skilled nursing services.
However, the health levels of veterans cared for at Yountville
do not exhibit higher-than-average need for skilled professional
services.

By decreasing RN use and fully using the skills of LVNs and
aides, Yountville can decrease costs significantly without
reducing the amount of care the veteran receives. Table 6
illustrates the potential impact of changing Yountville's RN,
LVN, and aide staffing ratios consistent with statewide averages.

Table 6

Financial Impact of Reallocating Nursing Hours

148,720 55,536 93,184 $20.48 $1,908,000

86,320 99,965 (13,645) 13.10 (179,000)
320,320 399,859 (79,539) 11.48 (913,000)
555,360 555,360 $816,000

21994-95 wage and salary supplement to the Governor's Budget for the State of
California.
otal nursing hours of 555,360 multiplied by the statewide average nursing ratios of
10 percent for RNs, 18 percent for LVNs, and 72 percent for aides.
‘Difference multiplied by actual average hourly rate.

In this analysis, only the ratio in which nursing professionals are
used is changed. The amount of daily care that a veteran
would receive is not changed from current Yountville practices.
Further, the care would continue to be provided by nursing staff
appropriately trained to provide the level of care needed. We
therefore estimate that Yountville could realize a cost reduction
in nursing salaries of approximately $816,000 annually by
shifting staffing ratios for RNs, LVNs, and aides to ranges
consistent with state averages while maintaining the same level
of care.



Nursing Salaries at Yountville are
Inconsistent With State Benchmarks

Nursing salaries for RNs and aides at Yountville are higher than
state averages, while salaries for LVNs are lower than state
averages. As a result, we estimate that Yountville spends
$1.8 million per year more in nursing salaries than it would if
the salary rates were consistent with state averages.

Specifically, we found that Yountville aides are paid 72 percent
more than statewide salary averages. RNs at Yountville are paid
13 percent more, while LVNs are paid 6 percent less than the
statewide average.

Table 7

California Nursing Home Nurse Salary Averages

$18.13

$18.86 $18.61 $18.69 $18.41 $20.48

13.90 14.13 14.31 14.23 15.25 13.10

6.68 6.70 7.29 6.55 7.42 11.49

Office of Statewide Health Planning and Development 1994-95 long-term care facility financial
data base.

®1994-95 wage and salary supplement to the Governor's Budget for the State of California.

The duties and responsibilities identified in Yountville nursing
job descriptions do not require different or more significant
responsibilities than commonly found in the industry. The
primary factor identified for the significant differences is the civil
service pay classification and the length of employment
associated with these positions. However, this does not fully
explain why the RN and aide salaries are disproportionate when
compared to other nursing facilities.

We calculated the financial impact of adjusting Yountville's
nursing salaries to be consistent with state averages. Based
upon the number of productive hours for each nursing level
during fiscal year 1994-95, we estimate that Yountville could
reduce its nursing costs by $1.8 million per year if the nursing
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salary rates were consistent with state averages as illustrated in
Table 8.

Table 8

Financial Impact of Nursing Salary Variance

$18.13 $20.48 $2.35 148,720 $ 350,000
13.90 13.10 (.80) 86,320 (69,000)

6.68 11.48 4.80 320,320 1,538,000

555,360 $1,819,000

2Office of Statewide Health Planning and Development 1994-95 long-term care
facility financial data base.

1994-95 wage and salary supplement to the Governor's Budget for the State of
California.



Chapter 3

The Veterans Home at Yountville
Does Not Maximize its Medicare
and Medi-Cal Reimbursements

Chapter Summary

Maximizing Medicare and Medi-Cal reimbursements is

key to the successful operation of most nursing homes

in California. This requires careful tracking, recording,
and reporting of the services provided and their corresponding
costs. Medicare reimbursement rates vary by institution and are
based upon their reported Medicare-eligible costs. Many
nursing homes ensure they track and report all allowable costs
and services by designating a small portion of their beds as a
"certified distinct part" (CDP) for their Medicare-eligible skilled
nursing patients. However, the Veterans Home at Yountville
(Yountville) does not operate under this premise. Instead,
Yountville has certified for Medicare reimbursement 294 of its
316 skilled nursing beds. This is despite the fact that Yountville
experiences only enough Medicare-eligible skilled nursing days
to fill eight beds on an annual basis. Because Yountville has
certified such a large number of beds, it has combined the high
costs of Medicare skilled nursing services with the lower costs
of veterans receiving custodial care. As a result, Yountville
receives a much lower reimbursement rate than it would
receive if it tracked and reported the costs separately.

Another important technique for controlling costs and
maximizing reimbursements is to ensure that patients are placed
in the lowest level of care appropriate for their condition.
Several observations during this review caused us to question
whether Yountville is appropriately classifying the nursing needs
of veterans. This issue is important because placing veterans in
skilled nursing when they only need intermediate care is not
only costly, but could be detrimental to their health and
well-being.



Even though a bed may
be Medicare-certified,
Yountville will only be
reimbursed by Medicare
when that bed is
occupied by a Medicare-
eligible patient.

Yountville is Not Maximizing its Medicare
Reimbursements for Skilled Nursing

Medicare reimbursement rates vary from institution to
institution. Medicare bases its reimbursement rate on each
institution's actual cost of providing services. Medicare uses the
cost data to establish a reimbursement rate of so many dollars
per patient day.

Yountville can maximize its Medicare reimbursement rate by
identifying and reporting only the costs of providing services to
veterans receiving skilled nursing care as defined by Medicare.
This approach is beneficial because Medicare-eligible and
higher-skilled-level veterans have more serious medical needs
than those in the general population who receive skilled nursing
and intermediate care.

Serious medical conditions require a higher level of medical
intervention and, therefore, require costlier services than the
general population. Many facilities maximize their Medicare
reimbursement rates by creating a CDP for Medicare-eligible
skilled nursing patients within their institution. This allows the
facility to more easily isolate, identify, and report all of the costs
associated with providing skilled nursing services to its
Medicare patients.

However, contrary to common industry practice, Yountville
does not operate under a CDP approach. Through our initial
interviews, it became apparent that Yountville had fundamental
misunderstandings about Medicare and its relation to licensing
and reimbursement. The management of Yountville incorrectly
believed that all 413 of its skilled nursing and intermediate care
beds were certified for Medicare. According to the Department
of Health Services (DHS), however, only 294 of Yountville's
beds are actually Medicare certified. The management also
incorrectly believed that its entire skilled nursing and
intermediate care nursing facility needed to be Medicare
certified in order to receive Medicare reimbursements.
However, the DHS confirmed that Medicare regulations allow a
facility to certify only a portion of their beds such as the CDP
approach and that Medi-Cal reimbursement is not related to
Medicare certification.

The problems with Yountville's Medicare certification of a large
number of its beds are two-fold. First, even though a bed may
be Medicare certified, Yountville will only be reimbursed by
Medicare when that bed is occupied by a Medicare-eligible
patient. We found that Yountville only provided 2,321
Medicare-eligible skilled patient days during fiscal vyear



We found that
Yountville's Medicare
reimbursement is only $8
per patient day for
ancillary therapy while
other facilities approach
$100 per patient day for
these services.

1995-96, which is equal to approximately eight skilled beds
annually.

The second problem with Yountville's approach is that by
including all beds in its Medicare cost pool, Yountville has
combined the high costs of providing services to Medicare-
eligible skilled level patients with the lower costs of providing
services to veterans who require long-term custodial-type care,
thus diluting its average cost per patient day. As a result,
Yountville's Medicare reimbursement rate is far lower by
including the entire population than it would be if the rate were
based only on Medicare-eligible services under a Medicare
CDP.

Medicare reimbursement is made up of the two primary
components of routine and ancillary costs. Examples of routine
costs include nursing, normal supplies, dietary, and facilities.
Ancillary costs include physical therapy, occupational therapy,
and speech therapy. Routine costs are limited by Medicare
regulations. Well managed institutions, therefore, try to keep
their actual routine costs at or below the Medicare limits. On
the other hand, ancillary costs are not limited by Medicare
regulations. Institutions therefore try to maximize the allowable
costs included in their ancillary component of their costs.

We found that the ancillary cost component of Yountville's
Medicare reimbursement rate is very low compared to what we
typically find in the industry. Specifically, we found that
Yountville's Medicare reimbursement rate included only $8 per
patient day in ancillary services cost. This indicates very low
ancillary use for such a large Medicare-certified area and the
potential for ancillary therapy utilization. In our experience, it
is not uncommon for facilities using a CDP approach to have
ancillary therapy costs of $100 per patient day contributing to
their Medicare reimbursement rate.

Because of a lack of cost data for Medicare patients at
Yountville, we cannot accurately calculate the effect that an
appropriately sized CDP might have on Yountville's Medicare
reimbursement rate. However, based upon our extensive
experience with this type of arrangement at other facilities, we
are confident that improvements in identifying and reporting
only the costs of veterans meeting Medicare skilled level care
criteria at Yountville will significantly increase Yountville's
Medicare reimbursement rate.

23



Only 14,600 of the
113,000 skilled care
patient days were
reimbursed by Medicare
and Medi-Cal.
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Yountville’s Use of Skilled Nursing Beds
is Inconsistent With Industry Practice

California has distinct licensing requirements for skilled nursing
and intermediate care beds. According to the California Code of
Regulations, beds licensed as skilled nursing in the State must
meet a minimum staffing level of 3.0 labor hours per patient
day. In addition, a registered nurse must be present a minimum
of eight hours per day, seven days per week. Intermediate care
nursing facilities are required to maintain a minimum staffing
level rate of 1.1 labor hours per patient day and must have
registered or licensed vocational nurse coverage eight hours per
day, seven days per week.

Because of the different staffing level requirements between
skilled and intermediate care areas, the costs of staffing and
maintaining skilled nursing beds are significantly higher than
those of intermediate nursing care beds. In addition, each level
of care has distinct levels of reimbursement by the Medi-Cal
program. For example, the daily reimbursement rate in
Yountville, effective August 1996, is $194.74 for skilled
nursing, while the daily reimbursement rate for intermediate
care is only $73.04. It is important to note that Yountville does
not automatically receive the higher skilled nursing
reimbursement rate for a veteran who happens to occupy a
skilled nursing licensed bed. Rather, Yountville will only be
reimbursed at the higher skilled nursing rate if the veteran meets
the clinical definition for skilled care, meets the financial needs
eligibility criteria, and is occupying a bed licensed for skilled
nursing care.

Yountville has many more skilled nursing beds than
intermediate care beds, which is unusual within the nursing
home industry. Specifically, Yountville has 316 skilled nursing
beds and only 177 intermediate care beds. Also, contrary to
nursing home industry norms, the majority of veterans in the
skilled nursing beds are not reimbursed by Medicare. In
addition, according to Yountville, most of its veterans are
ineligible for Medi-Cal. Based upon a review of Yountville's
patient data for fiscal year 1995-96, we found that of a total of
113,000 skilled care patient days, Yountville only experienced
approximately 2,300 patient days that were reimbursed by
Medicare and 12,300 patient days that were reimbursed by
Medi-Cal. The remaining 98,000 patient days were not
reimbursed by either Medicare or Medi-Cal.

The large number of unreimbursed skilled patient days raises at
least two questions. First, is Yountville properly classifying the
level of care needed by the veterans as skilled or intermediate?
Second, is Yountville identifying and claiming reimbursement



for all of the veterans receiving skilled care who are eligible for
Medicare or Medi-Cal?

Nursing homes typically do not experience significant numbers
of patients who would require long-term skilled level care that
is not reimbursable by Medicare or Medi-Cal.  Veterans
requiring long-term care for custodial needs support and
medical observation make up the majority of veterans in the
skilled care area. Because these patients do not meet the
skilled and rehabilitative needs defined by Medicare, they are
not eligible for Medicare reimbursement.  According to
Yountville, the patients in the skilled nursing facility were
classified using the Medi-Cal criteria. Yountville officials stated
that they do not receive more Medi-Cal reimbursements
because a large number of veterans do not meet the financial
needs criteria to be eligible for Medi-Cal.

The question of whether Yountville is properly classifying the
level of care needed for the veterans in its facility is significant
because it has important financial and quality of care
Reclassifying half of its implications. For example, if Yountville could reclassify half of
skilled nursing beds to a its current 316 skilled care beds to a lower level of care, we
level above intermediate estimate that Yo.u.ntville could save approximately $1 million
care could save $1 million annua!ly. Speaﬁcal!y, we assumed for thg purposes of our
annually. analysis that Yountville needs only 156 skilled beds with a

minimum staffing level of 3.0 labor hours per patient day. We
further assume that the remaining 155 beds would be licensed
as intermediate care and require 2.0 labor hours per patient
day. This staffing level is in between the minimum staffing
requirements for skilled care of 3.0 and intermediate care of
1.1 labor hours per patient day. Based wupon these
assumptions, we estimate that this reclassification of skilled
nursing beds would result in a reduction of 85,000 labor hours
per year. That translates into a reduction of approximately
40 nursing staff full-time equivalents, or approximately
$1 million per year.

It is important to note that we do not know whether Yountville
is properly classifying the needs of the veterans in its facilities.
We therefore do not know whether Yountville could reclassify
some of its skilled nursing beds and achieve some savings.
Nevertheless, we provided the preceding example to illustrate
the point that proper classification of the veterans' needs has
significant financial implications for Yountville and warrants
further attention.

Another issue that causes us to question Yountville's
classification of its patients or its ability to capture Medicare
patient days is the number of veterans discharged from the
hospital. Medicare regulations provide for a certain number of



The philosophy of most
health care providers is to
place the patient in the
setting most appropriate
for their condition and
provide medical
intervention only when

necessary.

reimbursable skilled nursing care days after release from a
hospital stay of three consecutive days or more. Normally, one
would expect to see a correlation between the number of
hospital discharges and the number of Medicare reimbursed
skilled patient days. However, Yountville's Medicare
reimbursed skilled patient days are very low compared to the
number of hospital discharges.

While one might assume that placement in a skilled nursing
facility that has a higher level of staffing and medical
intervention would improve the quality of care provided to the
veterans, this is not necessarily always the case. A veteran
whose condition only warrants placement in an intermediate
care area but who is instead placed in skilled nursing could
receive more medical intervention than needed and less direct
care than required. Patients who truly need skilled care require
more hours of direct care. When patients of intermediate needs
are mixed with skilled needs patients, the needs of higher acuity
skilled patients tend to outweigh the needs of lesser acuity
intermediate patients. Therefore, intermediate care patients can
actually receive less care in a more highly staffed area. In
addition, a veteran may receive more diagnostic procedures
than might otherwise be performed in an intermediate care
setting. These procedures can be painful and disruptive for the
veteran and lead to other complications.

In addition, veterans needing only intermediate care who are
placed among those who truly need skilled care expose
intermediate level veterans to more serious ailments and
conditions. Such exposure could also prove to be detrimental
to the veterans' health and well-being. The philosophy of most
health care providers and professionals today is to place
patients in a setting appropriate for their condition and provide
medical intervention only when necessary. Such a philosophy
should provide the most independence and highest quality of
life. Therefore, the proper classification of the veterans'
medical needs is not only important in terms of
reimbursements, but is also important to the quality of care
provided to veterans and to their quality of life.

Finally, we noted that the skilled nursing beds are scattered in
two locations throughout the nursing home campus. We
believe this is inefficient. The best configurations are those
where all skilled beds are located in a common area that allows
for a concentration of nursing staff and physician services. This
allows for efficient tracking of costs for veterans needing skilled
care. Further, separating veterans in skilled nursing who need
high-level services from those in intermediate care who are
trying to achieve more independence will provide a better
environment for both groups.



Chapter 4

The Veterans Home at Yountville Needs to Improve
its Management Information System and
Could Reduce Some Costs Through Outsourcing

Chapter Summary

Home at Yountville's (Yountville) lack of adequate

financial and clinical data prevented us from completing a
more thorough review or analysis on a wide variety of topics.
That same lack of data also prevents the management at
Yountville from using many of the common management
techniques employed by their counterparts in the industry. The
lack of adequate financial and clinical data is the result of
poorly designed, outdated, or nonexistent systems.

Throughout this audit report, we indicated that the Veterans

Many private nursing homes as well as the California Veterans
Home at Barstow (Barstow) and other states' veterans' homes
outsource key cost areas. Departments such as laundry,
dietary, and housekeeping often represent significant costs to
the facility that can be easily outsourced while improving the
overall quality. We compared Yountville's costs of laundry and
dietary services to those of Barstow, which are provided by
outside contractors. Based upon those comparisons, we
estimate Yountville could save approximately $2 million
annually by contracting for dietary services and approximately
$350,000 annually by contracting for laundry services.

Yountville’s Management Information
Systems are Inadequate

Management information systems (MIS) are at the heart of
efficient operations in the private sector. The health care MIS
hardware and software that exist in the marketplace can assist in
the efficient tracking, monitoring, billing, and management of
key resources within Yountville. Key to the capabilities of an
efficient MIS is the ability to attach costs, reimbursement, and
utilization data to the patient, unit, department, and facility.

The ability to monitor, track, and manage human resources on
a timely basis is essential to facilities operating in managed care
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In many instances,
Yountville uses inefficient

and costly manual and
repetitive processes.

environments. This information provides management with the
ability to shift human resources based on needs of patients on
an as-needed basis as opposed to weeks and months after the
fact.

Yountville's current MIS does not allow for efficient reporting
and tracking of typical MIS data. Yountville could use personal
computers as an interim solution to monitor and manage some
key reimbursement and cost components. However, a fully
functional MIS should be implemented to gain maximum
efficiency.

In many instances, Yountville uses manual and repetitive
processes that are inefficient and costly. Employee time
tracking is one such area. The typical process is that employees
sign a form at their respective departments each workday. This
form is sent to data entry, where employees' times are keyed
into the payroll system. Regardless of where employees
actually work on a particular day, their hours are recorded
under the department to which they normally report. This
creates significant inaccuracy potential when attempting to
analyze labor utilization practices because Yountville, like most
institutions, moves its staff where they are needed most. In
addition, the manual nature of the process creates significant
inefficiencies, costs, and decreased time responsiveness.

Data tracking charges for services and supplies is also
significantly deficient. Management of various charge-
generating departments such as pharmacy, central supply,
radiology, pathology, and ancillary services do not have
credible data to track the amount of supplies or services billed
or delivered. Nor can management track the utilization and
revenue generated by department or unit. Tracking lost charges
is a key process that nursing homes and hospitals routinely
perform to identify weaknesses and opportunities and to ensure
full reimbursement.

We found that once supplies or services are delivered to a unit
within Yountville, management does not know whether the
supplies aid veterans and what the associated revenues are for
the particular supply item or service. Department managers
said that reports providing information or understanding of the
revenues generated by their department's activity are not
available.  Also, managers did not know whether their
departments were cost-efficient relative to revenue generated.
In central supply, managers do not have information showing
whether all supplies delivered to a particular area are used for
veterans and billed to a payer.



Lastly, the lack of an MIS is at the heart of Yountville's inability
to produce financial statements and cost-accounting information
typical in the nursing home and hospital industries. Cost
management is a fundamental component to operating in a
managed care environment. Yountville's current system is
deficient in producing reports that are necessary to assess its
financial performance organization-wide and by department.
At a minimum, Yountville should be able to produce the
following information by unit, department, and facility:

Balance sheets

Profit and loss statements
Accounts payable
Accounts receivable
Revenue

Expenses

Payer mix

Labor cost

The effect of the MIS deficiency is that significant opportunities
for revenue maximization and cost reduction exist within
Yountville. However, this potential cannot be accurately
estimated or realized because of the lack of the very data a
good MIS would provide.

According to the California Department of Veterans Affairs
(DVA), a comprehensive MIS is being developed and
implemented at Barstow. The DVA hopes to duplicate that
system at Yountville when it is complete. The DVA's contract
for the Barstow MIS includes a fixed price for the hardware and
software needed for Yountville. The DVA also requested an
additional $550,000 through the 1997-98 Governor's Budget
for the wiring needed for Yountville's MIS. The DVA said it is
ready to begin implementing the MIS at Yountville upon
legislative and Department of Finance approval and funding.
However, we did not review the Barstow system. We therefore
cannot conclude whether it will meet Yountville's needs.

Yountville Could Realize Significant
Cost Reductions Through Outsourcing
of Laundry and Dietary Services

Outsourcing of key nursing home cost areas is common in the
industry. Departments such as laundry, dietary, and
housekeeping often represent significant costs to a facility's
operations and can easily be outsourced while improving the
overall quality of service. Companies specializing in these



services can provide them to nursing homes at significantly
lower costs than Yountville.

Laundry and dietary costs accounted for 16.5 percent of
Yountville's total expenses for the three-month period ended
June 30, 1996. We compared Yountville's costs to nursing
home facility data gathered from the Office of Statewide Health
Planning and Development for the same time period. These
comparisons are illustrated in Table 9.

Table 9

Dietary and Laundry Cost Per Patient Day

$2.26 $2.61 $2.21

9.72 13.30 9.25 15.62

?Office of Statewide Health Planning and Development 1994-95 long-
term care facility financial data base.

®Total laundry and dietary costs from the 1994-95 cost report were
multiplied by the percentage of laundry pounds and dietary meals,
respectively, related to the SNF and ICF units to determine the total SNF
and ICF costs. The total SNF and ICF costs were then divided by the
total SNF and ICF patient days to determine the costs per patient day.

Specifically, we found that Yountville's laundry costs per patient
day are 73 percent higher than the statewide average. In
addition, Yountville's dietary costs per patient day are
61 percent higher than the statewide average.

Barstow currently outsources its laundry and dietary services,
among others. We compared the cost of services in the
Barstow contracts to those of Yountville. Our comparison takes
into account the responsibilities of the facility and the
contractor as well as what costs the facility incurs as part of the
contract agreement.

The Barstow dietary services contract stipulates that the
contractor will provide all food purchasing, employees,
management, and menu services. The Barstow facility is
responsible for equipment and kitchen costs. Yountville served
approximately one million meals in 1995. If Yountville was



allowed to contract out dietary services under a similar
arrangement as the Barstow facility, it would realize
approximately $2 million in cost savings associated with dietary
services as illustrated in Table 10.

Yountville's laundry area is significantly compromised by the
age and inefficiency of the capital equipment and cost of labor.
In order for Yountville to continue providing this service
directly, significant investments in equipment would have to be
made. One of the compelling factors in contracting this service
out is the elimination of the equipment costs, maintenance, and
the frequent need to purchase linen. In contrast, as shown in
Table 10, the Barstow facility outsources its laundry services
and pays significantly less. We estimate that Yountville could
realize a cost reduction potential of approximately $350,000
annually if laundry services were outsourced under
arrangements similar to Barstow.

Table 10

Annual Dietary and Laundry
Outsourcing Cost Savings

$1.26 $2.66 $ 350,000

5.16 3.28 1.88 2,000,000

Costs per patient day for entire facility.
bCost savings calculated by variance X patient days.






Chapter 5

Conclusions and Recommendations

organization facing a number of challenges. The

management of Yountville has made some improvements
since our last audit in 1994. However, significant opportunities
for improvement remain. The following pages are a summary
of our findings and the detailed recommendations
corresponding to those findings.

The Veterans Home at Yountville (Yountville) is a complex

Home Health Agency

We found Yountville is providing all of its intermediate and
skilled nursing care in an institutional setting. However, we
believe that Yountville can better serve its residents by
providing an additional level of nursing care in its residential
and domiciliary areas. A home health agency is simply a
licensed unit that would provide the same type of services that
the veterans now receive in the intermediate or skilled nursing
areas of Yountville but in their own residences.

Providing home health services offers a number of advantages
for the veterans and Yountville including:

e Increasing the veterans' sense of independence and
well-being by allowing them to stay in or return to their own
residences;

e opening up intermediate and skilled nursing beds in
Yountville to veterans who cannot currently access those
services;

e decreasing the cost of services; and

e creating a new source of Medicare revenues that Yountville
is not currently utilizing.



34

Recommendation
Yountville should renew its expired license for home health

care and provide services to veterans in their residential settings
whenever medically appropriate and cost-effective.

Physician Resources

We noted a number of deviations from standard industry
practices regarding physicians.  Specifically, Yountville has
physicians on staff rather than the more common method of
contracting on a fee-for-service basis. Also, we believe
Yountville employs more staff physicians than necessary or
appropriate. Because of either excess physicians on staff, low
productivity among the physicians, or inadequate billing for
physician visits, Yountville incurs more than $1.8 million in
unreimbursed physician costs annually.

Recommendations

Yountville should consider one of two alternatives for delivering
physician services:

Alternative 1

If Yountville decides to continue to retain physicians as
employees, we recommend, at a minimum, that it take the
following actions:

e Reduce the number of physicians in its inpatient facilities.
According to our analysis, we estimate that Yountville only
needs five of the eight physicians currently assigned to the
inpatient care areas. Reduction of physician staff could be
accomplished through attrition or relocation.

¢ Yountville should review all its outpatient functions to
determine the appropriate physician staffing levels and
reduce staff where appropriate.

e Develop productivity standards and performance measures
for all staff physicians.

e Develop tracking and billing systems to ensure that all
physician visits are billed and reimbursed to the maximum
extent possible.



Alternative 2

Eliminate staff physician positions at Yountville and contract for
physician services from the local medical community. The
physicians should be retained on a fee-for-service basis in
which they bill Medicare and Medi-Cal directly for their
services. Yountville should retain as staff physicians the chiefs
of medicine and ambulatory care to oversee the quality of care
provided by the private physicians. This alternative could be
accomplished through a variety of techniques such as joining a
local HMO or creating an independent private practice group.
However, Yountville would need to ensure that such an
approach would provide a sufficient number of physicians
meeting its quality standards.

Hospital and Surgical Services

In addition to the nursing home services provided by
Yountville, it also operates a hospital with an intensive care
unit, surgical unit, emergency room services, and all of the
support departments such as radiology and pathology that are
necessary for a licensed hospital. However, the small size of
Yountville's hospital and its low utilization rates suggest that the
hospital is not cost-effective.  Yountville's own analysis
indicates that the hospital's costs exceed its reimbursements by
approximately $200 per patient day. That translates into a loss
of $854,000 for fiscal year 1995-96.

We also found that the hospital's costs for some of its support
departments are far greater than those found within the industry.
For example, radiology costs per procedure are 6 times greater
than statewide averages and pathology costs are 13 times
greater than statewide averages. Finally, we question the
quality of care provided at an unusually small hospital such as
Yountville's versus the quality of care that can be obtained at
nearby larger hospitals with more specialists and a greater pool
of expertise.

Yountville does not have sufficient financial and clinical data to
allow us to conduct a comprehensive cost-benefit analysis of
hospitals at this time. However, the anecdotal information we
gathered through our brief review strongly suggests that the
hospital is not cost-beneficial.
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Recommendations

To ensure veterans receive hospital services in the most
appropriate setting, Yountville and/or the Legislature should
consider the following alternatives for providing hospital
services:

Alternative 1

Should Yountville choose to continue operating the hospital,
we recommend the following actions:

e The Legislature should require a comprehensive study of the
costs and benefits of continuing the operation of Yountville's
hospital versus obtaining hospital services from the local
medical community. This study should assess the quality of
care delivered to the veterans under both alternatives.

¢ Yountville should continue to explore the possibility of
offering hospital services to local veterans to increase the
hospital's utilization rate.

e The Legislature should consider requiring Yountville to bring
both its hospital costs per patient day and support
department costs in line with industry averages within a
reasonable period of time.

Alternative 2

Discontinue the operation of the hospital at Yountville.
Yountville should contract for all needed hospital services
through the local medical community on a fee-for-service basis.
Adoption of such a recommendation would relieve Yountville
of the responsibility for tracking and billing Medicare and
Medi-Cal for hospital services. Instead, the hospitals and
doctors providing the care would assume that responsibility.
The beds and space previously utilized by the hospital could
then be converted to use for its nursing home function.
Yountville would need to ensure that such an approach would
provide a sufficient amount of hospital services meeting their
quality of care standards.



Nursing Resources

We found that Yountville uses a higher-than-industry-average
ratio of registered nurses (RNs) compared to the less costly
licensed vocational nurses (LVNs), and nurses' aides (aides).
We estimate that Yountville could save approximately
$816,000 annually by shifting staffing ratios for RNs, LVNs, and
aides to ranges consistent with statewide averages without
decreasing the amount of direct nursing care received by the
veterans.

Recommendations

To ensure that it efficiently utilizes its nursing resources,
Yountville should take the following actions:

¢ Eliminate to the maximum extent allowable under law, any
unnecessary internal policies and procedures that preclude
the utilization of LVNs and aides.

e Adjust the nursing staffing ratios to be more consistent with
industry averages by increasing utilization of LVNs and
aides.

We also noted in our report that nursing salaries at Yountville
differed significantly from comparable salaries in the nursing
industry. We recognize that the collective bargaining
agreements that establish the nurses' salaries are statewide and
are negotiated by the Department of Personnel Administration
(DPA) and the nurses' unions. Yountville, therefore, has little
opportunity to influence the salary rates of its nursing staff.
However, we will forward our findings to the DPA and
recommend that it consider them when negotiating the nurses'
contracts.

Maximizing Medicare Reimbursements

Many facilities maximize their Medicare reimbursement rates by
creating a "certified distinct part" (CDP) within their institution.
This allows facilities to isolate and report all costs associated
with providing skilled nursing care to Medicare-eligible
patients. However, contrary to industry practice, Yountville has
certified most of its 316 skilled nursing beds for Medicare. We
found that Yountville only provided 2,321 Medicare-eligible
skilled nursing patient days during fiscal year 1995-96, which is
equal to approximately eight skilled nursing beds annually. As
a result, Yountville's Medicare reimbursement rate is far lower
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than it would be if the rate were based upon costs captured in
an appropriately sized and monitored CDP.

We also found that some of the medical and administrative staff
of Yountville lacked the expertise in Medicare and Medi-Cal
reimbursement techniques typically found in their counterparts
in the industry. Moreover, we found that neither the physicians
nor support department staff had the information or incentive to
determine whether they generated sufficient reimbursements to
cover their costs.

Recommendations

To ensure it maximizes Medicare reimbursement, Yountville
should take the following actions:

e Create a CDP system within its skilled nursing facility
commensurate with the size of its Medicare-eligible
population;

e ensure that it is properly tracking and recording all costs of
services provided within the CDP; and

e require the appropriate medical and administrative staff to
attend training on Medicare and Medi-Cal reimbursement
regulations to improve their awareness of these issues.

Utilization of Skilled Nursing Care

A number of issues that came to our attention during this review
caused us to question whether Yountville is appropriately using
skilled nursing care. For example, we found that inconsistent
with industry norms, 98,000 (87 percent) of Yountville's total
skilled nursing days during 1995-96 were not reimbursed by
either Medicare or Medi-Cal. In addition, we noticed an
unusual inconsistency in discharges from the hospital versus
Medicare reimbursed skilled nursing days.

The Yountville management properly points out that many of
the veterans who might eventually qualify for Medi-Cal
reimbursement at private nursing homes do not do so while at
Yountville.  Moreover, the management said that it uses
Medi-Cal regulations in evaluating the veterans' needs for
nursing care. However, we were unable to perform the type of
study needed to determine whether the veterans are placed in
the appropriate level of care as a part of this review.
Nevertheless, we believe this issue warrants further



consideration because it has significant financial implications
for Yountville. Moreover, placing veterans in skilled nursing
care when they are only in need of intermediate care can
adversely affect the veterans and their quality of life.

We also noted that skilled nursing care was provided at two
different locations at Yountville. We believe that such a
configuration is inefficient. The best configurations have all
skilled nursing beds in a common area. This allows for
concentration of nursing staff, physician services, and efficient
tracking of costs. Furthermore, separating veterans in skilled
nursing who need high-level services from those in intermediate
care who are trying to achieve more independence will provide
a better environment for both groups.

Recommendations

To ensure that veterans receive the appropriate level of nursing
care in the most appropriate setting, we recommend the
following actions:

e The Legislature should consider requiring a study of veterans
receiving skilled and intermediate care at Yountville to
determine whether the veterans are placed in the
appropriate level of care. This study is known as a "clinical
acuity study," which is performed by clinicians with
experience performing this type of specialized medical
assessment.  This study should also determine whether
Yountville is receiving all of the Medicare and Medi-Cal
reimbursements for these services to which it is entitled.

¢ Yountville should provide all skilled nursing services in one
common area and separate skilled nursing from intermediate
care veterans.

Management Information Systems

Throughout this audit, we noted numerous weaknesses resulting
from Yountville's lack of an adequate management information
system (MIS). Many of these same weaknesses were identified
in the 1994 audit of Yountville. According to the California
Department of Veterans Affairs (DVA), a comprehensive MIS is
being developed and implemented at the Veterans Home in
Barstow (Barstow). The DVA hopes to transfer and use the
same system in Yountville when it is completed.
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A review of the MIS at Barstow was not within the scope of this
review. Therefore, we could not determine whether the
Barstow system will address Yountville's needs. Nevertheless,
the lack of an adequate MIS effectively precludes Yountville
from utilizing many of the management techniques commonly
used by the industry. In essence, Yountville does not have the
tools it needs to adequately control costs and maximize
reimbursements.

Recommendations

To ensure management has the information it needs to properly
and efficiently manage the medical operations at Yountville, we
recommend it take the following actions:

e Make the development of an MIS a top priority.

e Explore interim solutions for its MIS. We are concerned that
the time and expense of developing a comprehensive
solution or transferring the Barstow system will delay
implementation for an extended period of time. If so,
interim solutions should be considered. There are a wide
range of relatively inexpensive personal computer-based
software packages available that will perform many of the
basic functions needed by Yountville.

e In the absence of viable interim solutions, we recommend
that Yountville develop and utilize manual procedures to
identify and record vital management information until
automated solutions are developed.

Outsourcing Dietary and Laundry Services

We compared Yountville's costs of laundry and dietary services
to those of Barstow, which are provided by outside contractors.
Based upon those comparisons, we estimate Yountville could
save approximately $2 million annually by contracting for
dietary services and approximately $350,000 annually by
contracting for laundry services.

Recommendation

Yountville should outsource its laundry and dietary services
using the same type of contractual arrangement as Barstow.



We conducted this review under the authority vested in the state auditor by Section 8543 et seq.
of the California Government Code and according to generally accepted governmental auditing
standards. We limited our review to those areas specified in the audit scope of this report.

Respectfully submitted,

KURT R. SJOBERG
State Auditor

Date: January 29, 1997
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Appendix A

Follow-Up of Previous Audit

93027 titled "The Veterans Home of California Has Not
Maximized Revenue From Residents and Reimbursements
From the Federal Government."

I n April 1994, the Bureau of State Audits released audit report

This audit was required by the 1993-94 Budget Act, which
called for a review of the policies and procedures of the
California Department of Veterans Affairs (DVA) to maximize
fees paid by residents of the Veterans Home at Yountville
(Yountville). The Budget Act also called for an evaluation of the
DVA's efforts to maximize all sources of reimbursements from
both the residents and the federal government. The following is
a summary of the major findings and recommendations of that
audit along with our comments regarding any corrective actions
taken by the DVA and Yountville in response to our findings
and recommendations.

Finding #1: By not implementing adequate procedures
and adopting policies to recover all possible fees,
Yountville has not maximized revenue from residents. For
example, Yountville can increase reimbursement if it
assesses an estimated $150,000 annually in fees on some
Social Security income received by residents and charges
residents an additional $1 million annually by raising fees
to the maximum allowed by the Budget Act.

We recommended the DVA continue to assess and collect
fees on the Social Security income it reimburses residents
for Medicare premiums. Also, the DVA should raise
residents' fees to the maximum allowed by the Budget Act,
assuring that residents do not pay more than the
state-funded cost of their care. Finally, the DVA should
consistently verify income information from the residents.

a3
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Finding #2:  Although Yountville has the statutory
authority to collect the state-funded cost of care from the
estates of residents who remain at Yountville until death, it
does not have the authority to collect from residents who
leave Yountville to live somewhere else. For example, the
state-funded cost of care provided to the approximately
100 residents who left Yountville in 1993 would have been
approximately $787,000 if they had resided in Yountville
for only one year and had received domiciliary care, the
least costly level of care. The amount Yountville might
have recovered depends on the income and assets of the
residents who left Yountville. Because of the inconsistency
in the law, Yountville could not collect any portion of
these costs from the former residents or even their estates
upon their deaths.

We recommended the DVA seek statutory authority to
collect the state-funded cost of care from residents who
leave Yountville to live somewhere else.

Finding #3: By not implementing adequate procedures to
recover all possible reimbursements, Yountville has not
maximized reimbursements from the federal government.
We reviewed Yountville's reimbursements in fiscal year
1992-93 and found that Yountville received $260,000 less
in Medicare reimbursements for hospital care than it would
have if it had been reimbursed at rates similar to
comparable institutions. In addition, Yountville received
$200,000 less in reimbursements for outpatient clinic visits
than it would have if it had received reimbursements for
the percentage of residents who were eligible for Medicare.
Also, Yountville received approximately $293,000 less in
reimbursements than possible for certain therapy services.



Yountville received less in these reimbursements because
its manual procedures and automated systems do not
adequately accumulate all the possible charges to
Medicare, do not properly classify all the charges by
complexity, and do not properly price all the charges.

We recommended the DVA develop an action plan for
improving manual procedures that will capture all patient
care charges. Also, the DVA should continue analyzing
and procuring a cost-effective management information
system capable of supporting all aspects of Yountville's
activities, including patient care, reimbursements, and
general management information beneficial to the overall
cost-efficient management of Yountville.

Finding #4: Yountville could have received up to
approximately $446,000 annually in aid and attendance
allowances if the federal Department of Veterans Affairs
determined that 95 residents had been eligible to receive
the allowances and if Yountville had obtained the statutory
authority to receive the allowance for all veterans,
including those with dependents.

We recommended that the DVA continue to develop
procedures to ensure that aid and attendance allowances
are received for all eligible residents. We also
recommended that the DVA seek legislation allowing
Yountville to receive aid and attendance allowances for
residents with dependents who do not provide regular
assistance to the residents.
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STATE OF CALIFORNIA PETE WILSON, Governor

DEPARTMENT OF VETERANS AFFAIRS

POST OFFICE BOX 942895
SACRAMENTO, CALIFORNIA 94295-0001

(916) 653-2158

January 24, 1997

Kurt R. Sjoberg

State Auditor

Bureau of State Audits
660 J Street, Suite 300
Sacramento, CA 95814

SUBJECT: RESPONSE TO THE REPORT ON THE VETERANS HOME OF
CALIFORNIA BY THE STATE AUDITOR

Dear Mr. Sjoberg:

. Thank you for the audit report on the Veterans Home of California (Home), conducted
by Emst and Young LLP, entitled, “California Department of Veterans Affairs: The Veterans
Home of California Could Decrease Costs, Increase Revenues, and Improve the Quality of
Care Provided to Its Residents by Utilizing Accepted Industry and Managed Care Techniques.”
The Home welcomes the audit and believes that many of the findings and recommendations
contained in the report can assist the Home in improving its medical operations to become
more cost effective and efficient. In particular, the recommendation of the auditors
emphasizing the importance of the implementation of a Hospital Management Information
System would allow the Home to have “state-of-the-art” technology allowing Home
management to make more timely and appropnate management decisions, to. more effectively
monitor the quality of care rendered, and to maximize the collection of all po}ennal
reimbursable charges.

As you may know, it was noted in the Bureau of State Audit Report of 1994 that the
Home was not collecting all potential reimbursements. Estimates of uncollected
reimbursements were based on studies done in the late 1980's. As a consequence of the
findings in that report, the Home made significant strides in improving its reimbursements. In
the last two years alone, reimbursements have increased from $25.1 million (1994-95) to a
projected $ 27.9 million in 1996-97; an increase of $2.8 million. Notwithstanding that the
Veterans Home is partially supported from the State’s General Fund, it has taken the initiative
to maximize reimbursements with the limited resources available. However, a state-of-the-art
healthcare, hospital information system would allow for even greater success than has already

been achieved.

We are also pleased that the audit staff review of the Home's Laundry Services and
Dietary and Food Services suggest that it would be more cost beneficial to contract for these
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Bureau of State Audits Report
January 24, 1997
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services with the private sector. A recent study funded by the Legislature on the Home’s
laundry facilities and capabilities confirms the current Audit Report findings. The
authorization and final approval of the State Legislature would allow us to contract with
qualified vendors to provide these important services to our veterans.

The Home's specific responses to the findings and recommendations of the report are
as follows:

SUMMARY
Quality of Care Issues:

In a number of sections within the audit report, the audit staff has raised issues relative
to the operations of the Veterans Home and “quality of care”. We believe that the Veterans
Home provides the highest quality of care to our aged and fragile veterans and, in most
instances, the quality of care exceeds industry standards. When a veteran requires healthcare
services or support beyond the Veterans Home’s resources, other arrangements are promptly
made to refer veterans to the appropriate health care facility which can best meet their needs.

“We have the capability to transfer acutely ill patients needing tertiary care to a local
 §ommunity hospital such as the Queen of the Valley Hospital or St. Helena Hospital, or to the
Veterans Administration Medical Center at Fort Miley which is affiliated with the University

of California, San Francisco Medical Center.

Reimbursements and Costs:

The Audit Report states that “because Yountville has not been held accbuﬁﬁble to
financial performance measures other than the annual budget, there is a lack of incentive and
initiative to maximize reimbursement and reduce costs.”

We do not fully agree with this perception. An audit conducted by the Bureau of State
Audits in 1994 found that, without a Management Information System, the Veterans Home
was not maximizing its reimbursements. As a result of that report, the Veterans Home
undertook a number of measures to increase reimbursements. As noted above,
reimbursements have increased almost $3 million over the last two years even though we are
on a manual and labor intensive system. Further, many new programs, previously not billed
to Medicare, have been implemented to improve the amount of reimbursement received at the
Veterans Home. We are billing new Medicare programs, including the Part B component for
rehabilitation services, pharmacy services, and optical services. In addition, we have begun
working with the Alcohot and Drug Treatment Program, which includes a Social
Rehabilitation program, to identify billable services and maximize billing of all their services.
We have also implemented procedures for billing third party payers such as HMOs and other
insurance companies, when applicable. Our very aggressive actions to increase Aid and
Attendance reimbursements have also resulted in an overall increase of some $500,000 over
previous 1994-95 Aid and Attendance collections.
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With respect to costs, we are continually pursuing more cost-effective and cost-
beneficial means of providing the highest quality services required by our aged and frail
veterans.

Collection of Member Fees:

The audit finding states, “It is not clear whether the low average collections are due to
low monthly income by the veterans or Yountville not fully collecting members fees.”

Member fees and charges were codified in AB 3635 (Knight) which sets monthly fees
at 55% up to a maximum of $1,200 in Residential Care, 65% up t0 $2,300 in Intermediate
Care, and 70% up to $2,500 in Skilled Nursing Care. Given that the current average income
of veterans residing at the Veterans Home is $1,094, the low collections are due to low
average income. In addition, the Veterans Home’s current bad debt percentage on member
fees is approximately 1% of the total fees collected.

CHAPTER 1: THE VETERANS HOME AT YOUNTVILLE COULD IMPROVE ITS
DELIVERY OF MEDICAL CARE

Yountville Could Realize An Improved Quality of Care, Increased Reimbu‘rsements, and
Decreased Costs By Developing a Home Health Agency.

The Veterans Home’s Home Health Care service was licensed briefly from June 1989
until June 1990. However, we concur with the audit recommendation that the Veterans Home
should re-explore establishing 2 licensed Home Health Care agency.

Since July 1990, we have been providing healthcare assistance to veterans in residential
areas by support staff operating under the direction of the primary care physicians. This
" support consists of Residential Care Team conferences on patient care manag€ment, visits to
the residential areas by a Registered Nurse and a part-time Certified Nursing 'Assistant, the
provision of prosthetic assistive devices, and Meals on Wheels. Our goal is to maintain and
improve functionality so that residents can “age in place” in their residential home. Only when
resources are exhausted and Medi-Cal criteria are met, will a veteran be transferred to a higher
level of care. Our first examination of the impact a home health service will have on the
availability of ICF and SNF beds indicates that it is unlikely that a significant number of
intermediate and skilled nursing beds will be opened. But, we do agree that it creates potential
Medicare reimbursements that could be collected to cover the cost of the services.

We believe a Home Health Care Service is consistent with our on-going policy to
maintain the health of our veterans at the lowest level of care possible and to safely maintain
their sense of independence, self-worth and well being. It is the Veterans Home’s intent to re-
explore the requirements for licensure and we will request the required staffing through the
normal budget process.
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The Cost-Effectiveness and Benefits of Operating a Hospital at Yountville Are
Questionable.

The licensure and operation of 26 beds as an acute care hospital have been an important
part of the history and success of the Veterans Home of California. Nationally, acute care
hospitals are presently going through dramatic restructuring and re-engineering to become
more efficient and cost effective. It is only reasonable that modification and adjustment be
made regarding acute care services for the veterans who are residents of the Home.

Therefore, the department concurs with the audit findings that a comprehensive study be done
to determine the feasibility of the elimination of acute care services on site or whether a
modification and/or restructuring of the existing on-site service would be more appropriate.
The Veterans Home has already initiated discussions with the University of California at Davis
Medical Center regarding the feasibility and practicality of contracting for telemedicine service
for radiology and electrocardiographic interpretations and psychiatric consultations.

Discussion has also been initiated between the Veterans Home and the federal Veterans
Integrated System Network 21 to determine the feasibility of providing urgent care and triage
services, utilizing existing services at the Home, for qualified veterans living in the immediate
area in addition to the Home members. These and other options should be explored
tioroughly before dismantling the acute care component of the Veterans Home’s
éomprehensive health care program. Further, a thorough review of the current acute care
costs and resulting revenues is imperative to any decision to discontinue these services.
Hospital based skilled nursing facilities are reimbursed at higher rates than free-standing SNFs.

CHAPTER 2: THE VETERANS HOME AT YOUNTVILLE CAN REDUCE THE
COSTS OF ITS MEDICAL STAFF ’ , !
Physician Staffing Ratios within the Nursing Home Are Inconsistent With Statewide
Benchmarks. '

The Employment Arrangements of Physicians At Yountville Are Costly.

While it is technically correct that the Veterans Home of California, Yountville has
twenty-four (24) medical staff employees (See Attachment I), only ten (10) physicians are full-
time primary care physicians. The other medical staff employees are for specialty or ancillary
medical services, including four (4) medical staff employees who are permanent/intermittent
classifications, working no more than 200 hours per calendar year.

Also employed by the Veterans Home are two (2) full-time dentists, one (1) full-time
psychologist, one (1) full-time podiatrist, one (1) full-time radiologist, one (1) full-time
pathologist and one (1) half-time psychiatrist. It should be noted that the medical staff is under
the direction of the Chief Medical Officer, Chief of Medicine and the Chief, Ambulatory Care.

The Chief Medical Officer supervises all medical staff and eleven medical service areas. The Chief
of Medicine and the Chief, Ambulatory Care Service spend from fifty percent (50%) to sixty
percent (60%) of their time per week providing primary care physician duties while the rest of
their time is utilized performing Administrative duties. In addition, four (4) permanent
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intermittent physicians are used to fulfill licensing and patient care requirements in the areas of
surgery, radiology, oral surgery and infectious disease.

In response to the statement “Because of either excess physicians on staff, low
productivity among the physicians, or inadequate billing for physicians visits, the Veterans Home
incurs more that $1.8 million in unreimbursed physicians costs annually” (Ch3-2, Physician
Resources, Paragraph 1) we provide the following comments:

1) Generally speaking, physicians practicing independently in the community generate
a gross income which is twice their salaries because the standard overhead for
physicians varies between 40% and 60%. In an institutional setting, if there is no
duplication of services, the overhead should be close to 40%. Because the
Veterans Home does not have a Management Information System, it is difficult to
determine the actual income generated by physicians. Until the Veterans Home
has an MIS, however, we will work toward improvement of our manual
procedures and will educate our physicians on proper documentation of services
and charges in order to capture as much physician reimbursement as possible.

*

2) There are no private industry standards which can be exactly compared to a @

Veterans population other than similar veterans retirement and healthcare facilities

or general hospitals located in retirement communities, i.e., Sun City, Arizona.

Unfortunately, it is also difficult to compare the Veterans Home of California,

Yountville with the Federal Veterans Administration system. All studies done on

Veterans have shown that they utilize more medical care and healthcare resources

for a variety of reasons, i.e. prior history of no preventive health care, poor health

maintenance habits, abuse of tobacco, alcohol and other drugs, and fewer financial

and psychosocial resources.

3) Productivity standards and performance measures for all staff physicians are key to
establishing current workloads and staffing levels. We agree'weinged to further
develop our productivity standards and performance measures fo-all Medical staff.
We have been limited in assessing productivity of our physicians due to the lack of
an adequate Management Information System (MIS). However, we have taken
recent measures to more accurately assess the productivity and performance of our
medical staff. As a result of these measures, we have recently had a physician with
low productivity retire and anticipate another retirement in the near future.

4)  Weconcur that reorganization of our present medical staff will enable us to omit
two Physician/Surgeon positions. We have already taken steps in this direction,
albeit slowly, so we do not compromise patient care. The elimination of a third
Physician and Surgeon position can only be justified if further reorganization takes
place, we provide for the hiring of Physician extenders, i.e., Geriatric Nurse
Practitioners (GNP) and Physician Assistants (PA), and we allow for natural
attrition of Medical staff who are less productive.

5) We do not dispute the fact that our current billing and reimbursement system is

*
Our comments on the response from the Department of Veterans Affairs begin on page 61. S1
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inadequate. We have been unable to adequately track Medical staff billing
accuracy with maximal reimbursement due to lack of a MIS. This system would
greatly improve our efforts in the above concern and will insure that all physician
visits are billed accurately with increased reimbursement. With respect to
physician billings, the Veterans Home has undertaken new procedures and
processes to ensure physician education and manual tracking of all physician
services billable to Medicare or Medi-Cal. With the implementation of a new
Management Information System, this tracking system will be even more '
successful.

6) We recognize the necessity of exploring the feasibility of outsourcing our
Pathology and Radiology Physician and Surgeon positions.

Nursing Staffing Ratios Are Inconsistent with Statewide Benchmarks.

We concur with the recommendation that the Veterans Home can adjust some of its
nursing staffing mix between Registered Nurses and Licensed Vocational Nurses. However,
we believe that the adjustment has less of an impact than recommended by the audit staff. We
also do not concur with the recommendation of replacing licensed staff with Certified Nurse

Aissistants.

1) Prior to the Master Plan renovation, commencing in 1985, the antiquated patient
care areas at the Veterans Home consisted of dormitory style, open-bay wards
ranging in capacity from 34 to 66 beds per ward.

2) With the Federal and State regulations emphasizing a patient's right to privacy
and dignity and the current building codes, a dormitory style of Ward was no
longer acceptable. Because all of the buildings were part of the Historical
Registry, remodeling had to be consistent with existing external walls and
configuration. It was determined that remodeling the existing buildings was
more cost effective than new construction. The lack of flexibility for
architectural design resulted in an inefficient patient care configuration. Asa
consequence, dormitory ward size was reduced from 34 to 66 beds to semi-
private room ward size of 20 to 37 beds.

3) With this reduction the Veterans Home has lost its staffing economy of scale.
Of the 18 long term care wards currently open, 13 have a ward capacity of 20
to 25 beds, which is not economically efficient for a SNF or ICF facility, and
definitely not the community standard to which the Veterans Home is being
compared.

4) In the auditors recommendations the average size SNF or ICF was not stated,
but the average staffing ratio is given as 10% Registered Nurses, 18% Licensed
Vocational Nurses and 72% Certified Nurse Assistants. As none of our wards
are what we would consider average size, we must utilize the average staffing
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ratio as a reference point, but then must take the characteristics of the Veterans
Home, Yountville into account when determining the appropriate staffing ratios.

5) The requirement which requires a facility to consider its unique characteristics
in its staffing plan is addressed in Title 22 regulations, §73319 (see attached).
These inefficient characteristics, includes the small size of our wards, the
configuration of our wards, and the fact that 10 of our wards are located outside
of the main building.

6) When the audit findings realigned the staff they recommended that
approximately 38 FTEs, currently classified as licensed, be reclassified as
Certified Nurse Assistants. Certified Nurse Assistants cannot perform the duties
of a licensed staff person, such as passing medications, performing treatments,
monitoring intravenous fluids (IVs), or developing patient care plans. There is @
no other classification, within the State of California, other than Registered
Nurse and Licensed Vocational Nurse, that is licensed to pass medications.
Therefore, Certified Nurse Assistants cannot replace licensed personnel.

7 Currently 13 of the 18 long term care wards only require one licensed staff per
shift. We cannot reduce the number of licensed staff below this level, as we
currently have only the minimum number of licensed staff assigned to perform
the licensed duties and to meet the health and safety needs of our members.

In keeping with trying to shift the ratio of Registered Nurses to Licensed Vocational
Nurses, we have reviewed our utilization of licensed staff and feel that if we concentrate the
Registered Nurses on the day shift and realign the licensed workload so that those tasks that
are exclusive to the Registered Nurse classification are performed on the day shift, we could @
reallocate positions within the licensed staff category. In keeping with this, Yountville is
currently developing a policy and an education program for Licensed Vocational Nurses to be
allowed to administer IVs. This is the only duty within the Licensed Vocatidnal Nurses scope
of licensure that Veterans Home policy does not currently permit LVNs to ‘perform.

Table 1 shows Yountville's current staff mix ratio, our proposed staff mix ratio and the
amount of anticipated annual savings of $277,370 per year.

TABLE 1
- CURRENT '~ PROPOSED NEW RATIO SAVINGS
RN 64.5 46.5 16.5% 769,720
LVN 42.6 60.6 21.6% (492,350)
CNA 173.4 173.4 61.9% 0
TOTAL 280.5 280.5 100% 277,370

Nursing Salaries at Yountville Are Inconsistent With State Benchmarks.

S3
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While we concur with the findings of the Audit Report, nursing salaries for Registered
Nurses, Licensed Vocational Nurses and Certified Nursing Assistants are negotiated through
the collective bargaining process. The Veterans Home does not have direct control over the
establishment of salaries for its nursing staff. As noted above, the Veterans Home intends to
re-evaluate its staffing mix between RNs and LVNs to establish a staffing mix more
comparable to industry standards. This staffing mix will also take into consideration the size
and configuration of the various wards in licensed areas.

CHAPTER 3: THE VETERANS HOME AT YOUNTVILLE DOES NOT MAXMZE
ITS MEDICARE AND MEDI-CAL REIMBURSEMENTS

Yountville Is Not Maximizing Its Medicare Reimbursements for Skilled Nursing.

The audit report recommends that the Veterans Home develop a Certified Distinct Part
(CDP) to properly isolate and report all of the costs associated with providing skilled nursing
care to Medicare-eligible patients. The Veterans Home is currently reviewing the feasibility of
developing a Certified Distinct Part within the ward layout of the Veterans Home. However,
w“éf\vould note the following concern with this proposal:

. The veteran would no longer receive Medicare covered SNF services on his or
her home ward. Veterans eligible for Medicare would be transferred to one
area designated a Medicare Certified Distinct Part for billing purposes. When
the veteran no longer qualifies for Medicare payment, the veteran would have to
be transferred. Upon discharge from the CDP, the veteran most likely would
not be able to return to his or her home ward. The veteran wouldk’e transferred
between the CDP and a non-CDP each time his or her Medicare status changes.
This is contrary to the Veterans Home’s objective of remaining in a “home” unit
where the staff is aware of medical problems and needs.

. With respect to training, the Veterans Home will be developing a training
program to ensure that the appropriate staff are well trained in Medicare and
Medi-Cal regulations and industry standards.

Yountville’s Use of Skilled Nursing Beds is Inconsistent With Industry Practice.

As was indicated to the audit staff, the Veterans Home uses the Medi-Cal criteria
contained in the Department of Health Services rules and regulations for level of care
determinations. Adherence to the Medi-Cal guidelines preclude the Veterans Home from
incorrectly placing ICF residents into SNF levels of care. We question the necessity of a
clinical acuity study. While we would not be averse to such a study, the usefulness and cost
justification warrants further explanation. Since skilled nursing patients are reviewed using @
skilled criteria as defined by Medi-Cal, regardless of payment source, Medi-Cal review of
skilled patients serves as a random sampling of appropriate skilled nursing placement. During
the 1995-96 fiscal year, 101 cases were reviewed by Medi-Cal Field Services, Department of
Health Services, with only one case denied. Utilization review identified the patient as an
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inappropriate placement and denied the case prior to the Medi-Cal denial. Since Department
of Health Services, Medi-Cal Field Services is continually reviewing the Veterans Home
placement determinations, the need for the study could be averted.

In regard to Medicare reimbursed skilled patient days, hospital discharges do not
necessarily result in Medicare reimbursed skilled patient days if any of the following apply:

The hospital stay was non-qualifying.

The patient was discharged to a lower level of care (ICF or residential).
The veteran’s Medicare benefits are exhausted.

The Medicare skilled nursing facility criteria are not met.

bl ol A

In addition, a comparison of the Veterans Home to private sector nursing homes cannot
be easily done since, unlike private or for-profit nursing homes, the Veterans Home cannot
screen new veterans for the ability to pay. If a veteran no longer qualifies for Medicare
reimbursement and does not meet the financial needs eligibility requirements for Medi-Cal, the
veteran’s family is not sent a denial of payment letter and requested to provide some third
party payment.

With respect to locating all skilled nursing veterans in a common area, we believe that
with the current renovation and ward configuration of previously renovated facilities, this
recommendation is not feasible due to the configuration of our facility. Since 1985, we have
been in the process of renovating the facility to meet current State, Federal and VA Health,
Safety and Building codes. Wards have been constantly emptied and filled to allow the
facilities to undergo the remodeling process. Providing all skilled nursing in one common area
cannot be considered. Further, it is not the Veterans Home policy to house SNF and ICF @

patients in the same building now and in the future.

CHAPTER 4: THE VETERANS HOME AT YOUNTVILLE NEEDS TO TMPROVE ITS
MANAGEMENT INFORMATION SYSTEM AND COULD REDUCE SOME COSTS
THROUGH OUTSOURCING

Yountville’s Management Information Systems Are Inadequate.

We concur that the Veterans Home needs a more comprehensive Management
Information System (MIS). The California Department of Veterans Affairs (CDVA) is
implementing the Veterans Home Information System (VHIS) at the Barstow Veterans Home.
This is an “off-the-shelf” software product that will require only minimal modifications to
conform to the needs of the CDVA (interface to CALSTARS; reports to OSHPD). The
software and hardware vendors have a long-term working relationship and have implemented
this software in hundreds of hospitals and care facilities nationwide.

Successful implementation of the VHIS is a top CDVA priority. To ensure that the
VHIS will be a comprehensive system for the Veterans Homes in California, staff from both
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Homes (Yountville and Barstow) are actively involved in all aspects of VHIS implementation

at Barstow, and will aiso be involved in the planning and implementation at Yountville.

Additionally, the CDVA will develop a plan for alternative interim PC-based solutions,
identifying costs for the software and equipment. As noted, a separate request has been
submitted for the necessary wiring for Yountville. The plan will be submitted to the
appropriate control agencies for review and approval.

The Veterans Home Could Realize Significant Cost Reductions Through Outsourcing of
Laundry and Dietary Services.

Dietary and Food Services:

The department would not be opposed to Legislative support to outsourcing its dietary
and food services. We would note that the Legislature has appropriated a $9,951,000
($3,311,000 General Fund) capital outlay project to renovate the Veterans Home’s main
kitchen, dining room and hospital kitchen.

Bdundry Services:
(5

We concur with this recommendation. The 1995-96 Budget contained $15,000 to
conduct a study of the Veterans Home’s laundry facilities. The Veterans Home contracted
with Western State Design to review the Veterans Home’s current laundry facilities and to
make recommendations as to the most cost-effective means of providing laundry services. The
study concluded that: ‘
21
. Operating an on-premise laundry under existing conditions or with 3 new state-

' of-the-art system cannot be provided on a cost effective basis, due to high
operating costs and substantial renovation costs.

. Annual operating costs for contracting with Prison Industry Authority (PIA) and
with commercial enterprises are similar. However, under PIA, an initial
investment in linen of $500,000 would be required to maintain Title 22 linen
inventory levels in the event of a prison “lock-down”.

Based on these findings, Western State Design recommended that the Veterans Home
should contract with a commercial laundry service for all linen requirements and reduce
operating staff accordingly. The Veterans Home has begun negotiations on the labor issues
which would allow the Veterans Home to contract with a private sector laundry provider
specializing in healthcare, however, it is our understanding that legislation would also be

required to exempt the Veterans Home from PIA laundry services.

The audit report is received as welcomed support for our on-going efforts to improve
medical operations and increased reimbursement levels at the Veterans Home of California.
The report offers constructive recommendations on how the Home can increase
reimbursements and be more efficiently managed. In addition, the report helped us identify



=B

Bureau of State Audits Report
January 24, 1997
Page 11

and correct those areas which are not consistent with healthcare industry standards. We would
like to commend the staff of Emst and Young LLP and the Bureau of State Audits as each
conducted its tasks professionally and courteously at all times and worked closely with the
department in understanding the operations of the Home.

We are also confident that you will give careful consideration to our responses to the
audit report. If there are any questions, please do not hesitate to contact me at (916) 653-2158
or James D. Helzer, Administrator, Veterans Home of California at (707) 944-4500.

Sincer

AY R. NARGAS

Attachments

cc: Lee Bennett, Undersecretary
Loren Suter, Deputy Secretary, Administration
Sheryl Schmidt, Deputy Secretary, Women Veterans Affairs
Dennis Hutcheson, Assistant Administrator
Dianne M. Winne, MD, VHC-Yountville
Kathryn M. Razi, RN, VHC-Yountville
R. Bruce Phillips, VHC-Yountville

oy o

PUTTING VETERANS FIRST
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ATTACHMENT 1

CLARIFICATION OF THE AUDIT FACTS REGARDING MEDICAL STAFF

The exact makeup of Medical staff personnel at the Veterans Home of California,
Yountville as of January 21, 1997 is as follows:

CLASSTFICATION

Chief Medical Officer
Chief, Physician and Surgeon
(Chief of Medicine & Chief Ambulatory Care)
Physician and Surgeon - Intermediate Care
Physician and Surgeon - Skilled Nursing Care
Physician and Surgeon - Skilled Nursing Care/Dementia
Physician and Surgeon - Ambulatory Care
Physician and Surgeon - Radiologist
Physician and Surgeon - Pathologist

o Chief, Dentist '

(i Dentist

7 Podiatrist

Staff Psychologist
Staff Psychiatrist

}A.—l.—‘—‘h—‘b—‘t—‘.&—duw [ ]
-

Total FTE’s 19.5

. ) 15
In addition four (4) permanent intermittent physicians are used to fulfill licensingland
patient care requirement in the areas of Surgery, Radiology, Oral Surgery and Infectious disease.
These physicians provide services approximately one hundred (100) to two hundred (200) hours
per calendar year.



§ 73315

BARCLAYS CALIFORNIA CODE OF REGULATIONS

Tite 22

(i) Medications brought by or with the patient to the facility shall not
be used mmless all of the conditions specified in Section 73363 are met.
(j) Aregisterednurse ora pharmacist shall review each patient’s medi-
cations monthly and if appropriate, request a review from the patient’s

attending physician.

§73315. Nursing Service—Patient Care.

(a) No patient shail be admitted or accepted for care by an intermediate
care facility except upon the order of a physician.

(b) Each patient shall be treated as an individual with dignity and re-
spect and shall not be subjected to verbal or physical abuse of any kind.

(c) Each patient, upon admission, shall be given proper orientation ©
the intermediate care facility and the facility’s services and staff.

(d)Each patient shail show evidence of good personalhygiene. mclud-
ing care of the skin. shampooing and grooming of hair, oral hygiene,
shaving or beard trimming, cleaning and cutting of fingernails and toe-
pails and shall be free of offensive odors.

(e) Each patient shall be encouraged and/or assisted to achieve and
maintain his highest level of self—care and independence. Every effort
<hall be made to keep patients active except when contraindicated by
physician’s orders.

(f) Such supportive and restorative nursing and personal care needed
{0 maintain maximum functioning of the patient shall be provided.

(g) Treatment for minor illness or routine treatments for minor disor-
ders when ordered by the physician shall be administered by nursing per-
sonnel.

(h) Bedside nursing care may be provided on a temporary basis when
the anending physician determines the illness tobe temporary and minor.

(i) Whelr:a patient requires services which are not considered to be in-
termediate care services, the physician shall be notified and arrange-
ments made to transfer the patient from the intermediate care facility.

§73317. Nursing Service—Policies and Procedures.

(a) Written policies and procedures developed by the supervisor of
health services and approved by the Patient Care Policy Commitiee shall
be available to all pursing personnel. Such policies and procedures shall
mchude:

(1) An organization chart of the nursing service showing staff posi-
tions, lines of authority and communication.

(2) Specific instruction on the preparation, review and updating of in-
dividual patient care plans.

(3) Orientation procedures and programs for new employees.

(4) An ongoing education program pianned and conducted for the de-
velopmemandimprovemanof skillsof all facility’s personnel inchiding
training related 1o problems and needs of the aged, ill and disabled.

(5) A current pursing procedure manual. '

§73318. Nursing Service—Nurse Assistant Training and
Certification.
NoTe: Authority cited: Section 1137.7, Health and Safety Code. Reference:
Chapter 351/1978 (AB 2567).
History

1. Repealer and new section filed 1-12-79 as an emergency: effective upon filing
(Register 79, No. 2). For prior hiswory, see Register 77, No. SZ.

2. Certificate of Compliance filed 4-16-79 (Register 79, No. 15).

3. Repealer filed 7-16-91 asan emergency; operative 7-16-91 (Register 91, No.
46). A Certificate of Compliance must be wwansmitted to OAL by 11-13-91 or
emergency repeal will be reinstated by operation of law on the following day.

4, refiled 11-14-91 as an emergency; operative 11-14-91 (Register 92,
No. 8). A Certificate of Compliance must be transmitted to OAL 3-13-92 or
emergency ianguage will be repealed by operation of law on the following day.

. Editorial correction of HISTORY 4. and repealer refiled 5-6-92 as an cmergen-
cy: operative 5-6-92 (Register 92, No. 20). A Certificate of Compliance must
be transmitted to QAL 9-3-92 or emergency language willberepeaied by oper-
ation of law on the following day.

6. Certificate of Compliance as to $-6-92 order transmitted to OAL 8-27-92 and

filed 10-9-92 Register 92, No. 41).
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§73319. Nursing Service—Staft.

.(a) Nursing service personnel shall be employed in the oumber and
with the qualificaticns determined by the Department to provide the nec-
essary services for those patients admitted for care. The Department may
requirea facility to provide additional staff whenever the Deparunentde-
termines through a written evaluation of patieats and patient care in the
facility that such additional staff are needed to provide adequate nursing
care and treatment or to provide for the safety of the patients.

(b) Facilities shall employ a registered nurse or licensed vocational
purse ‘el.ghthmxrs per day on the day shift. seven days per week. In case
of famhtis. where a licensed vocational nurse serves as supervisor of
health services, consultation shail be provided by a registered nurse,
t:m:lgh formal contract, at reguiar intervals, butnot iess than four hours

eekly. .

© Facilities with 100 or more beds shall employ a registered nurse
exght.hours per day. on the day shift. seven days per week. In addition.
a registered nurse or licensed vocationai nurse employed four hours per
day, seven days per week. during the day for each 50 beds or portion
thereof in excess of 100.

(d) Nursing stticns shall be staffed bynursing personnel day andnight
when patients are housed in the nursing unit.

(¢)Each facilityshallemploy sufficient staff to provide aminimumav-
erage of 1.1 nursing hour per patient day.

(1) Facilities which provide care for mentally disordered or develop-
mentally disabled patients and in which licensed psychiatric technicians
provide patient care shall meet the following standards:

) (A) If patients are not certified for special treatment programs. facili-
ties shall employ sufficient suaff 1o provide a minimum average of 1.1
nursing hour per patient day.

(B) For patients certified for special treatment prograins. facilities
shall employ sufficient staff to provide aminimum average of 0.7 nursing
bour per patient day foreach patientcertifiedtothe special treatment pro-
gram, exchusive of additional staff’ required to meet the staffing standards
of the special treatment program. :

Note: Anthority cited: Sections 208(a), 1275 and 12765, Health and Safety
Code. Reference: Sections 1276 and 12765, Health and Safety Code: and Section
14110.7(c), Welfare and Institutions Code.

1. New subsection (¢} filed Vol

New subsection (¢) filed 7-1 77 asan emergency: effective upon filing (Regis-
2. Centificate of Compliance filed 10-27-77 (Register 77, No. 44).

3. Amendment of subsection (¢) filed 9-23-85 as an emeTgency: effective upon
filing (Register 85, No. 39). A Centificate of Compliance must be transmitied

to OAL within 120 days or emergency language will be repealed on 1-21-86.
4, Cenificate of Compliance transmited o OAL 1-17-86 and filed 2-10-86

(Register 86, No. 7). THTy
§73321. Nursing Service—Equiprhent and Supplies.

(a) Equipmentand supplies of the quality and in the quantitynecessary
for care 10 patients, as ordered or indicated. shall be provided and shall
include but not be limited to:

(1) Water pitchers, emesis basins. denture cups. ice caps. urinals, bed-
pans, thgnnometers. stethoscope, sphygmomanometer. ear syringe. hy-
podermic syringes and needles and scales for weighing patients.

.(2) A sufficient supply of wheelchairs and walkers to meet the inter-
mittent needs of paticnts and maintained in cleza and operable candition.
(3) Supplies necessary to perform urine sugar and acetone testing.

(4) Current and authoritative nursing reference material.

(_S) First aid equipment and supplies, as determined by the patient care
policy commitiee, readily available at all umes.

§73323. Dietetic Service—Defined.

“Dietetic service™ means a service organized. staffed and equipped to
assure that food served to patients is safe, appetizing and provides for
their nutritional needs.

§73325. Dietetic Service—Food Service.

(a) The dietetic service shall provide food of the quality and quantity
to meet the patient’s needs in accordance with physicians’ ordersand, to
the extent medically possible, to meet “the Recommended Daily Dietary

Reginer 95.No. 2L 5-26-95






Comments

Comments on the Response from the
Department of Veterans Affairs

To provide clarity and perspective, we are commenting on the
Department of Veterans Affairs' response to our audit report.
The numbers correspond to the numbers we have placed in the
response.

The management of the Veterans Home at Yountville
(Yountville) asserts that there is no comparable provider or
industry segment that can be used to benchmark the
performance of the facility. While Yountville is unique in some
ways, the facility is not, and should not be, beyond comparison
to norms in the health care industry. We do not feel that the
health care needs of the patients at Yountville are significantly
different from many types of facilities and patient populations
that are part of the State’s Office of Statewide Health Planning
and Development data bases or other facilities throughout the
United States. In order for private providers to remain
financially viable, they have had to compare their facility’s
performance to benchmarks and make adjustments as the
industry changed. Yountville has not historically monitored
typical industry standards nor used standards to measure their
operations and therefore has not changed with the industry. As
long as Yountville chooses to ignore industry benchmark
comparisons, it will continue to significantly deviate from
industry norms as the industry evolves.

At no point in the report did we state or insinuate that Certified
Nurse Assistants could or should perform the duties and
responsibilities that can only be performed by licensed nursing
personnel. Based upon our comparison of Yountville to other
facilities, it appears that registered nurses (RNs) at Yountville
perform some of the duties that could be more cost-effectively
performed by either licensed vocational nurses (LVNs) or
nurses' aides (aides).

While we are pleased that Yountville is taking the opportunity
to realign its nursing staff and achieve some rather significant
savings, Yountville does not address the appropriateness of the
duties assigned to RNs and LVNs compared to the duties



assigned to aides. We believe that further savings are attainable
if duties that do not require a license are performed by aides
rather than RNs and/or LVNs. We believe that Yountville needs
to take their analysis further to maximize the use of all nursing
staff and to ensure they are performing the duties that are
appropriate for their classification.

The use of a Medicare "certified distinct part" (CDP) is not solely
for those veterans eligible for Medicare skilled reimbursement.
A Medicare CDP should be used for the care of all veterans
who require rehabilitative, high-skilled care services. The CDP
should be used as the "intensive care unit" of a long-term care
facility. If a veteran requires rehabilitative and high-skilled
care, he or she should be placed in the Medicare CDP. Once
this level of care is no longer required, the veteran should be
returned to the next lower level of care that can safely meet
their needs. It is inefficient to provide health care personnel
and services at an "intensive" level that is significantly greater
than the need. Also, mixing patients with high-skilled needs
among those with lower-level needs can adversely affect the
quality of life and care for both groups. Finally, Yountville's
current approach of certifying the entire skilled area for
participation in Medicare negatively affects its ability to track
and be reimbursed for its true costs associated with higher care
need veterans.

Only 11 percent of the veterans in the skilled-care area of
Yountville are Medi-Cal eligible and subject to an eligibility file
review by the Department of Health Services (DHS). Our
concern is with the proper classification of the other 89 percent
of the population that are not reviewed by the DHS. We
continue to believe that a study of the appropriateness of the
level of nursing care assigned to that portion of the population
not covered by Medi-Cal is warranted.

While we recognize some of the difficulties with the physical
configuration of the facilities at Yountville, we are not aware of
any formal study or analysis that supports their claim that they
cannot provide all skilled nursing in one common area. We are
disappointed that Yountville dismisses a rather simple and
logical recommendation to consolidate its skilled nursing care
without thoroughly assessing the possibilities.

We do not advocate housing SNF and ICF patients in the same
setting. To the contrary, we recommend that these populations
be properly classified according to their care needs and that
such care should be provided in separate and distinct areas.
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