Adopting the Community First Choice Option
in PA: Consider the Savings

Pennsylvania could save $100.7 million in one year by implementing the
Community First Choice option. If Pennsylvania provides 50% of its fong-
term care in a community based setting instead of in costly nursing
homes, over the course of four years the savings would exceed $1.5
biflion. '
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One of the single most costly expenditures in the Commonwealth’s budget is
its long-term care system for people with disabilities and seniors.?
Pennsylvania has the unique opportunity to both improve live quality and
save money by providing cost-effective community based care rather than
expensive institution based services. The Community First Choice (CFC})
option allows Medicaid recipients who need support with daily living to
receive care in their homes, without first entering a nursing home and
joining a waitlist for home based services. The CFC option makes home
based care available to all ages and disabilities; the only requirement is that
an individual meets the Medicaid criteria for institutional care.?

Implementing the CFC option in PA

Like many other states, Pennsyivania spends most Medicaid long-term care
dollars on expensive nursing homes and other costly institutional settings
instead of cost-saving home and community based care. This is both
unnecessary and undesired by the majority of Medicaid eligible recipients.*
At this current writing, there are 80,797 people with disabilities and seniors
receiving long-term care in a nursing home setting.” Pennsylvania has the
opportunity to allow people with disabilities to live in the community and
achieve state savings. - Implementing the CFC option will demonstrate the
state’s commitment to letting people decide where they want to live when
they receive long-term care supports and services. This is a win-win for the
care recipients and Pennsylvania’s budget. The Federal Government has
offered significant federal funds for implementing the CFC option and
providing home based care.® Further, Pennsylvania saves money for every
person it keeps from and transfers out of nursing home facilities. The CFC
option makes home based care available for all ages. It is available for any
person eligible for institutional care, including people with serious mental
iliness, people under 60, and folks who have Intellectual Disabilities.’

For more information, contact the Community First Choice Option Coalition at
(866) 868-0386



Savings: The other half of the Equation

The Department of Public Welfare (DPW) Office of Long-Term Living (OLTL)
has focused on whether the Commonwealth can absorb the costs of
implementing the CFC option rather than the savings generated by its
adoption. Without disclosing their methodology, DPW estimates startup
costs of $96 million due to administrative expenses.® Federal dollars and the
overall reduction in the cost of care will offset most or all of the startup costs
associated with implementing the CFC option.

> Implementing the Community First Choice option will save an
average of $31,920 per recipient by redirecting funding
towards commurnity based care from costly nursing home care.
In Pennsylvania, the average yearly cost for home based care
averages $20,880 per month for a person with a physical disability in
the year 2014, while nursing home care costs average about $52,800
per month.? Consistent with other states, Pennsylvania saves an
average of $31,920 per year when it keeps an individual in the
community.1®

> Implementing the Community First Choice option will generate
$10 million to $11 million in revenue for Pennsylvania per year
because the Federal Government will reimburse a greater share
of the cost of home based care. Pennsylvania currently provides
home based care under waiver programs, most notably the Medicaid
Attendant Care Waiver (ACW).* The Federal Government, who
shoulders 51.82% of the ACW cost, would expand their support if the
Commonwealth implemented the CFC option.*? The Federal Medicaid
Assistance Percentage (FMAP) provides an additional 6% if
Pennsylvania enacts the CFC option. If the CFC option was
implemented for 2015, Pennsylvania would save at least $11 million
instantly from the increased Federal Government contribution.*?

» Increasing the number of Pennsylvanians receiving home
based services will generate $9 million in 2015 Revenue
because the Federal Government will provide more money if
25% of Pennsylvanians receive care in their homes. The Federal
Government has offered a financial incentive to states to provide one-
quarter of their long-term care in home based settings. If states meet
this goal by October 1, 2015, they receive an extra 5% FMAP to their
long-term care Medicaid expenditure for two fiscal years and a 2%
federal match after that. Right now, 21.9% of long-term care in
Pennsylvania is delivered in a home based setting.’® Pennsylvania
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receives 52% federal match, and this incentive represents a $9 million
boost in revenue in exchange for a very small increase in the number
of people receiving home based care.?”

» Pennsylvania will be saving $747,101,620 once 50% of the
population is receiving care in the community. Pennsylvania
presently has over 81,000 long-term care recipients eligible for nursing
home care. Right now, 21.9% of eligible people receive home based
care. For every extra person who stays out of a nursing home,
Pennsylvania saves $31,920. The table below shows the increased
savings as more people stay in the community and also provides the

federal dollar savings.*®

Table 1: Cost Saving For Expanded Community Based Care®”

Balance of
Nursing Horne
Services to
Community
Based Services

2014/2015:
75% Nursing
Home Care and
25% Home Care

2015/2016:

/0% Nursing

Care and 30%
Home Care

2016/2017:
60% Nursing
Care and 40%
Home Care

2017/2018:
50% Nursing
Care and 50%
Home Care

Savings with
current level of
community
based care
subtracted

$80,151,120

$209,427,120

$467,919,120

$726,471,120

FMAP Waivers
2% -5% match
triggered when
25% of the long-
term care
recipients receive
home based
services

$9,377,500

$9,377,500

$3,751,000

$3,751,000

6% match for
implementing
community first
choice option

$11,253,000

$11,253,000

$11,253,000

$11,253,000

Year Savings

$100,781,620

$230,057,620

$482,923,120

$741,475,120

Cumulative
Savings

$100,781,620

$330,839,240

$813,762,360

$1,555,237,480

If in the next four years, Pennsyivania moved to 50% community based care
the savings would conservatively total $1,566,237,480. This estimate keeps
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the number of people receiving long-term care services constant, however
the number of recipients is likely to jump in the next few years because of
the aging baby boomer population.

Nursing Home Spending Will Increase Even Without the
Implementation of the Community First Choice Option Because of
Pennsylvania’s Aging Pemographic

Unlike the new savings and revenues discussed above, new nursing home
costs will be incurred regardless of whether Pennsylvania adopts the CFC
option. These continued escalating nursing home placement costs come
from the demographic reality of the rapidly aging population of
Pennsylvania. New costs come from the rapidly aging population of
Pennsylvania. Right now, Pennsylvania has 2,617,959 residents over the
age of 62. By 2020, this number will increase by 11.5% to 2,919,167
people.”® The savings illustrated by Table 1 provide a solution for the
Commonwealth to offset the costs anticipated by an increase in the number
of people eligible and in need of nursing care.

Conciusion

Adopting the CFC option and expanding community based care by just 3%
will save Pennsylvania $100 million in one year. The CFC option will almost
certainly pay for itself. Even if start-up administrative costs totaled $96
million, Pennsylvania would still net a $4 million savings. Over the course of
4 years, the anticipated savings exceed $1.5 billion if Pennsylvania achieves
50% of long-term care services being delivered in the community. The
savings and revenues highlighted above almost certainly offset the increased
costs associated with implementation.
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