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HOW DO | GET AN AUDIT APPROVED?

By law, individual legislators, legislative committees, or the Governor may request an audit,
but any audit work conducted by the Division must be approved by the Legislative Post Audit
Committee, a 10-member committee that oversees the Division’s work. Any legislator who

would like to request an audit should contact the Division directly at (785) 296-3792.
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The Legislative Division of Post Audit supports full access to the services of State government for all

citizens. Upon request, Legislative Post Audit can provide its audit reports in large print, audio, or other

appropriate alternative format to accommodate persons with visual impairments. Persons with hearing
or speech disabilities may reach us through the Kansas Relay Center at 1-800-766-3777. Our office
hours are 8:00 a.m. to 5:00 p.m., Monday through Friday.
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This report contains the findings, conclusions, and recommendations from our completed
performance audit, Medicaid: Reviewing the Use of Emergency Room Services by Medicaid
Clients.

The report includes one recommendation for the Health Policy Authority. We would be
happy to discuss this recommendation or any other items in the report with any legislative
committees, individual legislators, or other State officials.

These findings are supported by a wealth of data, not all of which could be included in
this report because of space considerations. These data may allow us to answer additional
questions about the audit findings or to further clarify the issues raised in the report.

Scott Frank
Legislative Post Auditor



READER’

S GUIDE

The Big Picture

The Details

~

Audit Highlights

The highlights sheet,
inserted in each report,
provides an overview of the
audit’s key findings

“At-a-Glance Box”

Used to describe key aspects
of the audited agency;
generally appears in the first
few pages of the main report

Conclusions and
Recommendations

Located at the end of the
audit questions, or at the
end of the report

Side Headings

Point out key issues and
findings

Agency Response

Included as the last
Appendix in the report

Charts, Tables,
and Graphs

Visually help tell the story
of what we found

Table of Contents,
and lists of figures
and appendices
-

Lets the reader quickly
locate key parts of the report

Narrative Text Boxes

J

-

Highlight interesting
information or provide
detailed examples

J

This audit was conducted by Joe Lawhon, Heidi Zimmerman, and Alex Gard. Chris Clarke was the
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Medicaid: Reviewing the Use of Emergency Room Services

By Medicaid Clients

Medicaid is a program jointly funded by the State and federal
government to provide basic medical care to the needy. Historically,
in Kansas, the federal government has paid about 60% of the cost,
and states have paid the remaining 40%. In fiscal year 2010, Kansas
spent nearly $750 million dollars of its own money on medical
assistance for needy Kansans.

Over the years, one area of concern has been Medicaid clients using
emergency rooms for non-emergency medical care. In 2004, the
Wisconsin Legislative Auditor’s office issued an audit reviewing the
use of emergency rooms by Medicaid clients. The audit found that
over a four-year period, Wisconsin paid approximately $20 million
annually for emergency department services that did not result in an
inpatient stay. The audit also found a small group—about 5.5% of
clients—uvisited emergency departments six or more times a year and
accounted for 27% of all visits to the emergency room. Within that
group, 43 clients each visited a hospital emergency room an average
of more than once per week during fiscal year 2002. One client was
reported to have made a total of 379 emergency room visits that year.

In a similar report to its Legislature in 2005, the Washington
Department of Social and Health Services cited its own study which
found that in 2004, a small group (about 1.8%) of emergency room
users had 12 or more emergency room visits in a year. That small
group accounted for 16% of total emergency room visits.

The findings from these other states raise questions about the extent
to which this problem may exist within Kansas’ Medicaid program,
and what steps can be taken to address it.

This performance audit answered the following question:

Do Kansas’ Medicaid beneficiaries appear to be using emergency
room services for non-urgent health care needs, and if so, what
steps can be taken to reduce that usage?

A copy of the scope statement the Legislative Post Audit Committee
approved for this audit is included in Appendix A. For reporting
purposes, we combined the two questions posed in the approved
scope statement.
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To answer this question, we analyzed Medicaid emergency room
claims data obtained from the Health Policy Authority’s Medicaid
Management Information System (MMIS). The data we analyzed
represent the Medicaid fee-for-service emergency room claims paid
by the Authority to hospitals, doctors, and other health care providers
during the two-year period extending from January 1, 2008 through
December 31, 2009.

Overall, we think these data were sufficient for the purpose of the
audit. However, because of the way these data are submitted to the
Authority, the reader should be aware of three important caveats
which affect our analyses:

® Because we selected the transactions based on the date they were
paid, these data do not provide a complete accounting for the cost of
emergency room services provided for any specific period. They do,
however, accurately reflect the costs the State incurred for the period
we analyzed.

® Because not all emergency room claims were clearly labeled in the
data, our analyses potentially excluded some claims for services that
occurred in the emergency room, and potentially included some claims
for services that didn’t occur in the emergency room.

® These data contain some basic information about each person’s
diagnosed medical condition when he or she entered the emergency
room. We used the condition codes to help determine if the visits
were for urgent or non-urgent conditions, but were not able assess the
accuracy of these codes.

We also reviewed a study conducted by researchers at New York
University that determined the probability that specific health
conditions required emergency room treatment. We used that study
to determine whether Medicaid beneficiaries were seeking emergency
room medical services for non-emergency conditions. It’s important
to note that we did not have access to the patient’s medical history or
the exact treatment provided to that patient.

We reviewed agency records and State laws to learn about programs
and taxes intended to offset Medicaid provider costs.

Finally, we reviewed literature to identify ideas for reducing
emergency room usage by Medicaid beneficiaries. We interviewed
officials from other states and officials from a variety of Kansas
health care related organizations, including local emergency room
personnel. We also interviewed Authority staff about ideas they
thought were most useful and what steps the State has already taken
to reduce emergency room usage. Finally, we reviewed Authority
documents related to the implementation of those strategies.

PERFORMANCE AUDIT REPORT:
Legislative Division of Post Audit
R-11-006 March 2011



We conducted this performance audit in accordance with generally
accepted government auditing standards. Those standards require
that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and
conclusions based on our audit objectives. Despite the limitations
described above, we believe the evidence obtained provides a
reasonable basis for our findings and conclusions based on our
audit objectives. Nevertheless, the reader should consider the cost
information presented in the question as a reasonable estimate, and
not as absolute fact.

Our findings begin on page 5.
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Do Kansas’ Medicaid Program Beneficiaries Appear
To Be Using Emergency Room Services for Non-Urgent
Health Care Needs?

Answer in Brief:

In fiscal year 2010, Kansas spent about $750 million in State funds
on Medicaid. In calendar years 2008 and 2009, Kansas paid an
average of 82.5 million in State funds for Medicaid emergency
room claims. We estimate about two-thirds of the emergency room
claims were for conditions that didn t require emergency room
treatment. Under the most optimistic assumptions, the State could
potentially save about $625,000 per year by reducing the number
of emergency room visits for non-urgent conditions. Lastly, Kansas
could take steps to help reduce Medicaid non-urgent emergency
room use and costs. These and related findings are discussed in the
in the sections that follow.

In Fiscal Year 2010,
Kansas Spent About
$750 Million in State
Funds on Medicaid

Medicaid is a complex federal entitlement program established by
the 1965 Federal Social Security Act to provide health insurance and
long-term care to low-income individuals. As a federally designated
entitlement program, states are required to provide coverage to all
eligible individuals in designated population categories, such as the
disabled or low income seniors. States may opt to provide coverage
to other groups, as well.

States also have some discretion in what services they cover. In
Kansas, Medicaid covers a variety of services such as hospital
care, nursing home services, prescription drugs, immunizations for
children, and a variety of pregnancy-related services.

Medicaid eligibility is always based on income, but may also be
decided using other criteria such as age or health care needs. For
most Medicaid beneficiaries, income eligibility criteria are based on
federal poverty guidelines. However, certain individuals, such as
those who receive Supplemental Security Income, are automatically
eligible. The poverty level at which an individual may qualify can
vary based on factors such as age or number of family members.

Although the Health Policy Authority (Authority) has primary
responsibility for the Medicaid program, the Department of
Social and Rehabilitation Services and the Department on Aging
each oversee aspects of the Medicaid program. The Authority is
responsible for establishing Medicaid eligibility criteria, benefits
packages, payment rates, and program administration.
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In fiscal year 2010, Kansas spent a total of $2.5 billion on
Medicaid—the State’s share was about $750 million. Historically,
the federal government has paid about 60% of the costs of Medicaid,
while the State has paid the remaining 40%. However, with the
passage of the American Recovery and Reinvestment Act in 2009, the

federal share temporarily has increased to almost 70% for Kansas.

Due to the recent economic downturn, more Kansans receive
Medicaid benefits. The number of individuals has increased
from about 293,000 in 2008 to about 317,000 in 2010. Overall,
approximately 11% of the State’s population received Medicaid

benefits in October, 2010.

In Calendar Years
2008 and 2009, Kansas
Paid an Average of
$2.5 Million in State
Funds For Medicaid
Emergency Room
Claims

The cost of emergency
room services for fee-
for-service beneficiaries

Figure 1-1

Summary of 2008 and 2009
Medicaid Emergency Room Data

is a very small part Category Number (a) | Percentage (b)
of total Medicaid Number of claims 642,375
expenditures, as it Number of visits 338,430
comprises less than half VISITS (c)
of one percent of total Number of Visits | Individuals | Percentage
Medicaid spending. 1-9 112,946 95.5%
10-20 4,037 3.4%
The data we analyzed 21-50 1,069 0.9%
in this audit represent 51-100 136 0.1%
the Medicaid fee-for- 100+ 27 0.0%
service emergency Total number
room claims paid by the ~fetindividuals 118,215 100%
Authority to hospitals, COS
doctors, and other Funds Cost Percentage
health care providers Federal $9,296,958 45.1%
during the two-year Statleh - $5,052,414 24.5%
period extending i Itmprzzlee':;(;ﬁss $6,251,947 30.3%
from January 1, 2008 Total cost $20,601,318 100%
throth December 31’ All amounts are two-year totals
2009. Those data came Eg; Totals may not add tg 100% because of rounding.
from the AUthOI’ity’S (c) Because the claims .data were pulled by date of pay.m.en.t,
.. rather than date of service, approximately 10% of the visits in
Medicaid Management our data occurred in years prior to 2008.
Information SyStem' . Source: LPA analysis of Health Policy Authority claims data.
For the purposes of this

audit we analyzed the

two years of data as one dataset. Overall, we think these data were
sufficient for the purposes of this audit. However, the reader should
be aware of the caveats listed on page 2.
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The claims information we analyzed in this audit is summarized
briefly in the sections below. Figure 1-1 on the previous page
summarizes that data as well.

Kansas paid Medicaid claims for more than 118,000 individuals
in calendar years 2008 and 2009. In total, beneficiaries made
more than 338,000 visits to the emergency room. Because of data
limitations, we defined a “visit” as any day where an individual went
to the emergency on one or more occasions. This could slightly
understate actual visits if someone went to the emergency room on
two separate occasions on the same day because we counted that as
one Visit.

As shown in Figure 1-1, slightly less than 5% of the beneficiaries had
ten or more visits to the emergency room paid for during the two-year
period. Overall, this group accounted for 27% of all expenditures
and 29% of all visits. The greatest amount that Medicaid paid for

any one individual was about $16,000 and only three individuals had
claims paid exceeding $15,000. The profile box on page 8 provides
more information about individuals who were among the most
frequent users of emergency room services, and users who were the
most expensive.

Although not shown in the figure, the most common diagnosed
medical condition was chest pain. Other common diagnosed
conditions included fever, headache, shortness of breath, and urinary
tract infection. Additionally, approximately 60% of the beneficiaries
were female, and approximately 35% were children.

The total cost of the Medicaid emergency room claims paid
during the two years was about $20.6 million. That amount came
from three funding sources:

® the State’s General Fund, which paid about $5 million

® the Health Care Access and Improvement Fund, which paid about $6.3
million. Moneys for this fund come from the medical providers’ tax. The
profile box on page 9 provides more information about the medical
providers’ tax.

® the federal government, which paid about $9.3 million.

Overall, about 642,000 emergency room claims were paid in calendar
years 2008 and 2009. About 40% of those claims resulted in a
payment of $10 or less. That’s because Medicaid is the payer of last
resort. For example, in simplified terms, if the maximum amount
Medicaid pays for a given service is $50 and other sources have
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already paid $50 or more for that service, Medicaid won’t pay
anything. If the other sources paid a total of $45, then Medicaid will
pay an additional $5.

Medicaid Beneficiaries With the Most Emergency Room Visits and Highest Costs

While most of the 118,000 Medicaid beneficiaries in our data used an emergency room only once or twice a
year, a small percentage of beneficiaries used the emergency room multiple times a month. We analyzed
the data for the beneficiaries who used the emergency room 25 or more times. While they represented less
than 1% of all emergency room users, they accounted for almost 10% of the $20.6 million total spent on
Medicaid emergency room visits. We also analyzed beneficiaries by cost and found that while the average
beneficiary cost only about $200, about a dozen individuals cost $10,000 or more.

To get a better picture of who these individuals were and what type of medical conditions they had, we
reviewed information for the three beneficiaries who visited the emergency room most frequently and the
three most expensive beneficiaries during calendar years 2008 and 2009. Because we didn’t have access
to their medical records, these descriptions represent our best guess about their medical conditions, based
on the diagnosis codes contained in the dataset, and some information provided by Authority staff.

Three most frequent emergency room users during the two-year period:

® Beneficiary 1: This man sought emergency room services on 211 days. The majority of his claims
(68%) were for alcohol-related conditions. Hospitals billed a little more than $247,000 for his care and
were reimbursed about $800 by Medicaid. This individual was also a Medicare beneficiary so hospitals
received Medicare reimbursements for his care as well.

® Beneficiary 2: This man sought emergency room services on 203 days. The majority of the claims
he generated (76%) were for chest pain, but there were also claims related to HIV issues and sickle
cell anemia. Hospitals billed a little more than $256,000 for his care and were reimbursed about
$1,700 by Medicaid. This individual was also a Medicare beneficiary so hospitals received Medicare
reimbursements for his care as well.

® Beneficiary 3: This woman sought emergency room services on 169 days. About 36% of her
claims were for treatments of bruises, sprains, or other injuries to the extremities. Another 30%
were for various complaints of pain with several other claims related to diabetes and mental health
issues. Hospitals billed a little more than $109,000 for her care and were reimbursed almost $1,300
by Medicaid. This individual was also a Medicare beneficiary so hospitals received Medicare
reimbursements for her care as well.

Three most expensive beneficiaries during the two-year period:

® Beneficiary 4: This woman sought emergency room services on 125 days. Almost 35% of the claims
she generated were for conditions related to sickle cell anemia, with another 23% for chest pain.
Hospitals billed almost $111,000 for her care and were reimbursed almost $16,000. This individual is
not a Medicare beneficiary.

® Beneficiary 5: This woman sought emergency room services on 115 days. Although the majority of
her claims (60%) were for abdominal pain, she does not appear to have any specific health or mental
condition. Hospitals billed almost $75,000 for her care and were reimbursed almost $15,000. This
individual is not a Medicare beneficiary.

® Beneficiary 6: This woman sought emergency room services on 97 days. She appears to have
significant mental health issues. About 24% of the claims she generated were for mental health
conditions, with another 22% for a variety of stomach conditions. Hospitals billed a little more than
$105,000 for her care and were reimbursed a little more than $15,000. This individual is not a Medicare
beneficiary.

J
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Kansas Uses a Health Care Providers’ Tax
To Increase Some of Its Medicaid Reimbursement Rates

Within certain limits, federal law allows states to fulfill their required state match to federal Medicaid funds
through state-levied health care provider taxes. Kansas’ providers’ tax system was approved by the Centers for
Medicare and Medicaid Services (CMS) in October 2005.

Currently, Kansas assesses this tax on both hospitals and health maintenance organizations. The tax is used
as a mechanism to help increase Medicaid reimbursement rates without increasing the State’s costs. The table
below shows an example of how that process works.

Example Showing the Effect of Kansas' Health Care Providers' Tax

on the Reimbursement for an Electrocardiogram (EKG)

Amount Funded
Reimbursement | Federal Share | State Share | Through the
Description Rate for an EKG (60%) (40%) Providers' Tax
Before the Providers'
Tax was implemented $133 $80 $53 $0
After the Providers' Tax
was implemented $153 $92 $53 $8
Difference $20 $12 $0 $8
Source: LPA calculations based on data provided by the Health Policy Authority.

As the table shows, the providers’ tax allows Kansas to increase the amount paid by Medicaid for a given
medical service, with no additional cost to the State.

According to Authority officials, the providers’ tax is intended to be revenue neutral, although individual service
providers may be positively or negatively affected, depending on their Medicaid claims.

J
We Estimate About In 1998, researchers at New York University conducted a study to
Two-Thirds of the determine whether individuals using the emergency room actually
Emergency Room needed immediate treatment. The researchers examined emergency
Claims Were for room records for almost 6,000 patients to determine the probability
Conditions That Didn’t  that a variety of health conditions required emergency room
Require Emergency treatment. For each health condition, such as sore throat or chest
Room Treatment pain, the researchers determined what percentage of individuals

diagnosed with that condition needed various levels of treatment.
Treatment levels were grouped into three categories:

® Non-emergent — These types of conditions don’t require any type of
medical treatment within 12 hours. Examples include skin rash, ringing
in ears, or mild sunburn.

® Needs treatment in a doctor’s office — These types of conditions require
treatment, but care in a doctor’s office would be sufficient. Examples
include heartburn, ear infection, or back sprain.
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® Needs treatment in an emergency room — These types of conditions
require immediate care in an emergency room. Examples include
traumas, appendicitis, and heart attack.

We used the results from this study, along with other information
from the Authority, to estimate the proportion of Kansas’ emergency
room claims that were for conditions that didn’t require emergency
room treatment. Our results are summarized in Figure 1-2 below.
For a more detailed explanation about how we allocated claims and
applied the New York University model see Appendix B.

Figure 1-2
Medicaid Emergency Room Claims Processed

and Amount Paid by Treatment Category
2008 and 2009

Treatment Claims ‘ Amount Paid (a)
Category Number [ Percentage \ Dollar Amount| Percentage
Needs Treatment in an
Emergency Room 223,108 35% $7,611,401 37%
Doesn't Need Treatment in an Emergency Room
Non-Emergent 169,038 26% $4,862,250 24%
Needs Treatmentin a
Doctor's Office 247,345 39% $8,049,825 39%
Sub-Total 416,383 65% $12,912,075 63%
Total (b) 639,491 100% $20,523,476 100%

(a) The amount paid for each category was determined by calculating the total amount paid for each of
the 4,000 presenting health conditions and then allocating that dollar amount among the three categories
based on the probability that the condition required emergency room treatment.

(b) These numbers don't match our dataset's total number of claims or total amount spent because we
were unable to categorize about .4% of the claims.

Source: Health Policy Authority claims data, New York University study, and LPA calculations.

As Figure 1-2 shows:

® About 35% of the claims paid were for diagnosed health conditions
that needed immediate emergency room treatment. These
individuals had conditions that required immediate care and needed
procedures that aren’t typically performed in a doctor’s office. Examples
of health conditions that fell into this category were meningitis and heart
attack.

® About 65% of the claims were for diagnosed health conditions that
didn’t need immediate emergency room treatment. Many of these
individuals had conditions that likely needed care, but could have been
treated through a doctor’s office visit. Examples of health conditions
that fell into this category were ear infection, bronchitis and skin rash.
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Appendix B presents a few examples to illustrate how our analysis
categorized various health conditions. For example, it shows that if
a person has a broken leg, it would be appropriate for that person to
seek care in an emergency room 100% of the time. Conversely, if a
person has a minor sunburn, the study showed that condition doesn’t
require emergency room treatment 100% of the time.

It’s important to note that this analysis is an after-the-fact
analysis. As such, it shouldn’t be used to conclude that individuals
who sought care through an emergency room, rather than a doctor’s
office, always did so inappropriately. In some cases, for example
chest pain or a head injury, it would be appropriate for an individual
to seek emergency room care even if the condition turned out to be
minor.

Several factors might lead Medicaid beneficiaries to seek medical
treatment in an emergency room for health conditions that don’t seem
to require immediate attention. These factors include:

® Over-reacting to a medical condition
® Lack of knowledge about how to treat a specific medical condition
® Lack of timely access to care

® Personal convenience

Federal law requires all hospitals to provide a medical screening
to anyone seeking emergency room services, regardless of their
ability to pay. In 1986, Congress passed the Emergency Medical
Treatment and Labor Act (EMTALA) which requires emergency
room staff to provide a medical screening for all individuals who
seek care, regardless of their ability to pay. For those individuals
who come to the emergency room with a true emergency, emergency
room staff are required to stabilize them or transfer them to a suitable
care provider. Conversely, for those individuals who come to the
emergency room for a non-urgent condition, emergency room staff
only have to provide a screening to ascertain that the condition is not
urgent. In these instances, emergency room staff aren’t required to
treat the condition.

The combination of this law and the fact that Medicaid must pay for
any services rendered, leaves Kansas and other states in a position
where they must come up with funding to cover the cost of provided
services.
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Under the Most
Optimistic Assumptions,
The State Could
Potentially Save

About $625,000 per
Year By Reducing the
Number of Emergency
Room Visits for Non-
Urgent Conditions

To estimate how much the State could save for each of the three
treatment categories shown in Figure 1-2 we made a number of
assumptions, as summarized below:

® We assumed that everyone who went to the emergency room still
would have received medical care in some setting. However, in
some cases, that treatment would have been provided in a doctor’s
office, instead of an emergency room.

® We assumed that if medical care was provided on a weekend, it
would require an emergency room visit because doctors’ offices
are closed. As a result, we assumed 30% of the costs in the “needs
treatment in a doctor’s office category couldn’t be saved (a weekend
represents about 30% of a week).

® We assumed no savings could be achieved from the “needs
treatment in the emergency room” category because those health
conditions likely needed emergency room care.

As Figure 1-3 below shows, we estimated that by reducing the
number of Medicaid emergency room visits the State pays for,

the State General Fund could save close to $625,000 per year.
Additional savings would be generated for the Health Care Access
and Improvement Fund and federal funds. Our analysis accounts for
cases in which a doctor’s office visit is actually more expensive than
an emergency room visit. This is not common, but it can happen, and
we factored this into our analysis.

Figure 1-3

Estimated Potential Savings from Reducing
Medicaid Emergency Room Visits for Non-Urgent Conditions

Total Total Potential| State's [Providers' Tax Federal
Category Expenditures Savings Share Share Share
Needs Treatment in
an Emergency Room $7,611,401 $0 $0 $0 $0

Doesn't Need Treatment in an Emergency Room

Non-Emergent $4,862,250 $1,170,000( $287,000 $355,000 $528,000
Needs Treatment in

a Doctor's Office $8,049,825 $1,375,000f $337,000 $417,000 $621,000
Total $20,523,476|| $2,545,000f $624,000 $772,0001 $1,149,000

Source: Health Policy Authority claims data, New York University Study, and LPA calculations.

It’s important to note that saving the full $625,000 is attainable only
under optimal conditions and changing Medicaid beneficiaries’
behaviors. It’s unlikely the State will be able to change the behavior
of all Medicaid beneficiaries who use the emergency room.
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As a result, the savings are likely less than this amount. Additionally,
implementing programs to change Medicaid beneficiaries’ behavior
are likely to incur costs that may offset any potential savings. This
issue is more fully discussed below.

Kansas Could Take
Additional Steps To
Help Reduce Medicaid
Non-Urgent Emergency
Room Use and Costs

We reviewed literature and spoke with officials from Kansas and
other states to compile a list of possible cost-savings ideas. We then
spoke with Authority officials to determine what steps the State has
taken to reduce non-urgent emergency room use and costs. Authority
officials identified 17 actions. Three examples are listed below:

® Medicaid pays a reduced rate for services provided in the
emergency room for certain diagnosed health conditions. Kansas
Medicaid currently has a policy to ‘down code’ for services provided in
the emergency room that are non-urgent. This down coding ensures
that the higher emergency care rate is not paid for non-urgent services
provided in the emergency room.

® Medicaid pays for case management services to help ensure that
patients make and keep follow-up doctor appointments after being
cared for in an emergency room. This potentially keeps individuals
from returning to the emergency room.

® Medicaid pays for transportation to get the Medicaid beneficiary to
and from the doctor. The lack of access to transportation is frequently
cited as a reason why Medicaid beneficiaries don’t go to a primary care
doctor, which potentially increases emergency room usage.

Appendix C provides the complete list of actions the State has taken
to reduce non-urgent use of emergency room services, and costs for
emergency room services. Authority officials haven’t estimated the
amount of savings these actions have yielded.

As shown in Figure 1-4 on page 14 and 15, we identified seven
additional strategies that might allow Kansas to reduce Medicaid
emergency room usage and costs. Those strategies fall into three
main areas:

® Strategies to reduce the likelihood of initial emergency room visits

® Strategies to reduce the likelihood of return emergency room visits

® Strategies to reduce the likelihood of any emergency room visits

The State likely would incur up-front costs to implement each
strategy, and there could be multiple ways to implement each strategy.
For example, the 24-7 phone line strategy could be implemented by
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Figure 1-4
Cost-Saving Strategies Kansas Should Consider Implementing

Strategies

Why It Could Decrease Emergency Room
Costs or Use

Strategies Which Could Reduce the Likelihood of |nitial Emergency Room Visits

Operate a 24-7 phone line staffed by nurses who could
assess callers' needs and direct them to the appropriate
place to receive treatment.

e Operating an informational phone line could lead to informed
decisions about what to do in a medical situation, which could lead
to a decrease in overall emergency room use.

Pay primary care providers for services currently not
reimbursed, such as traveling to rural areas to visit patients,
consulting with specialists over the phone, or seeing patients
on the same day an appointment is made.

e Paying for services currently not reimbursed or increasing other
rates could lead to an increase in patients' access to primary
medical care because providers could be willing to accept an
increased number of Medicaid beneficiaries. This increase could
result in a decrease in overall emergency room use.

Educate the public about various aspects of preventive
medicine and the health care system, such as how to spot
and take action for common ailments or symptoms, or what
health care resources are available in the community.

e Educating beneficiaries could lead to an increase in informed
decisions about their medical care, which could lead to a decrease
in overall emergency room use.

Strategies Which Could Reduce the Likelihood of Return Emergency Room Visits

Use existing technology to analyze emergency room claims
data for general patterns in usage, to track high-frequency
users specifically, and to provide that information to medical
providers on a regular basis.

e Data analysis could help reduce emergency room costs and use
by identifying irregularities in use and allowing officials to create
solutions that will specifically address those issues.

e Sharing information about high-frequency users with medical
providers could help reduce emergency room use by allowing
primary care providers to follow up with patients about their
emergency room use.

Provide case management services for frequent users of
the emergency room.

e Providing case management services could help reduce
emergency room use and costs through investigating why individual
users continue to use the emergency room and by identifying and
solving the underlying issue.

Other Strategies Which Could Reduce the Overall Likelihood of Emergency Room Visits

Draft regulations or guidelines for hospital emergency
rooms which market themselves as "Express Care Centers"
with short wait times.

e Adding marketing guidelines for hospitals potentially could reduce
emergency room use by reducing the chance beneficiaries could be
persuaded to go to the emergency room based on advertised wait
times.

Send reminders to doctors and other medical professionals
on when to refer patients to the emergency room and how to
talk about it with their patients

e Reminding doctors and other medical care professionals to inform
beneficiaries they can seek care in places other than the emergency
room could lead to an increase in informed decisions about medical
care and a decrease in overall emergency room use.

Source: Review of literature and Authoirty documents, and LPA interviews with officials representing the Authority, other states, and health care organizations.
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Figure 1-4
Cost-Saving Strategies Kansas Should Consider Implementing

Potential Ways This Strategy Could Be Implemented

Concerns Cited by the Health Policy Authority

Strategies Which Could Reduce the Likelihood of Initial Emergen

cy Room Visits

e Staff and operate the phone line with existing or newly hired State
employees.

e Contract out the operation of the phone line in a manner similar to
HealthWave.

e Pay existing hospitals or other entities to operate the phone line.

e This could result in additional costs to the State, should
clients seek additional care from a doctor's office or clinic.

e The Authority currently does not have the staff or funding to
pursue this strategy.

» Work with Federal officials to design and implement new
reimbursement rates.

e Implementation may be not be possible within federal
guidelines.

o Reimbursement codes for many of these services do not
exist and new codes cannot be invented ad hoc.

e The Authority currently does not have the funding to pursue
this strategy.

e Pay medical providers to provide this information.

e Provide informational materials that medical providers can pass
out to beneficiaries.

e Distribute informational materials directly to individual beneficiaries
via regular mail and/or agency website.

e Create awareness through public service announcements or other
marketing efforts.

e The issue exists outside the Medicaid population as well
and should be handled as part of a larger issue.

e Hospitals should do this rather than the State because this
issue affects more than just Medicaid clients.

e The Authority's payment policy has historically revolved
around immediate savings.

e The Authority currently does not have the staff or funding to
pursue this strategy.

Strategies Which Could Reduce the Likelihood of Return Emerge

ncy Room Visits

e Create a quarterly report that highlights high-frequency users and
their primary reasons for going to the emergency room.

e Analyze the data based on various factors, such as age, gender,
geographical location, and type of presenting condition to determine
whether there is a need for a specific program within the Medicaid
population, such as a diabetes education program.

e Hospitals already know who the frequent users are, and
could communicate that information.

e The Authority currently does not have the staff to pursue
this strategy.

e Pay for new or existing case management staff to track and follow
up with high-frequency emergency room users.

e Some frequent users go to the emergency room when
directed by their doctor, especially during nights and
weekends.

e This is an issue that should be worked out between the
hospitals and the physicians.

e The Authority currently does not have the funding to pursue
this strategy.

Other Strategies Which Could Reduce the Overall Likelihood of Emergency Room Visits

n/a

e None.

e Send a reminder postcard or e-mail to doctors and other medical
professionals.

e Hospitals should do this, and may be doing this already.

Source: Review of literature and Authoirty documents, and LPA interviews with officials representing the Authority, other states, and health care organizations.
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having the Authority contract for that service or by providing the
service with its own staff. Ultimately, this would be a policy decision
and additional funding might be required.

We were unable to quantify potential savings for any of these
strategies. That’s because officials in other states hadn’t developed
savings estimates or the data we would need to develop an estimate
weren’t available to us. In addition, the literature we reviewed
contained little to no information about savings.

Overall, it is reasonable to expect that some strategies may cost more
to implement than they would save. For the reasons cited above, we
did not attempt to estimate the net effect for implementing any of the
strategies listed in Figure 1-4.
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Conclusion:

Although the Kansas Medicaid program spent almost $21 million
for emergency room services during the two-year period we

looked at, this represents less than one half of one percent of the
program’s total expenditures. Although much of this spending was
for non-urgent conditions that may not have needed treatment in an
emergency room, the potential savings from reducing these types of
emergency room visits is likely very low (less than the $625,000).
Therefore, if the Legislature wants to take action to reduce overall
Medicaid program expenditures, it may want to focus its efforts on
other areas of the Medicaid program.

However, reducing emergency room visits for non-urgent care
may be a worthwhile goal in its own right, regardless of whether
it generates significant savings. It can lead to less crowded
emergency rooms and more prompt care for those who are truly
experiencing an emergency. This report lists several options

that might reduce emergency room visits, and the Health Policy
Authority should strongly consider implementing any options that
are easy to do and can be done at minimal to no cost.

Recommendations for
Executive Action:

1. To help the Medicaid program reduce the number of emergency
room visits for non-urgent health conditions, Kansas Health
Policy Authority officials should:

a. evaluate the advantages and disadvantages of implementing
each of the cost saving strategies identified in this audit
report

b. report the results of those evaluations, including any
actions taken, to the Legislative Post Audit Committee by
December 31, 2011.
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APPENDIX A

This appendix contains the scope statement approved by the Legislative Post Audit
Committee for this audit on March 17, 2010. This audit was requested by the Legislative Post Audit
Committee.

Medicaid: Reviewing the Use of Emergency Room Services by Medicaid Clients

Medicaid is a program jointly funded by the State and federal government to provide
basic medical care to the needy. The federal government pays for 60% of the cost, and states pay
the remaining 40%. In fiscal year 2008, Kansas spent about $2.4 billion on medical assistance for
needy Kansans. Nearly a billion dollars of that amount was provided by the State.

Over the years, one area of concern has been Medicaid clients using emergency rooms
for non-emergency medical care. In 2004, the Wisconsin Legislative Auditor’s office issued an
audit reviewing the use of emergency rooms by Medicaid clients. The audit found that over a 4-
year period, Wisconsin paid approximately $20 million annually for emergency department
services that did not result in an inpatient stay. The audit also found a small group—about 5.5%
of clients—uvisited emergency departments six or more times a year and accounted for 27% of all
visits to the emergency room. Within that group, 43 clients each visited a hospital emergency
room an average of more than once per week during fiscal year 2002. One client was reported to
have made a total of 379 emergency room visits that year.

In a similar report to its legislature in 2005, the Washington Department of Social and
Health Services cited a study it conducted in which it found that in 2004, a small group (about
1.8%) of emergency room users had 12 or more emergency room visits in a year. That small
group accounted for 16% of total emergency room visits.

The findings from these other states raise questions about the extent to which this
problem may exist within Kansas’ Medicaid program, and what steps can be taken to address it.

A performance audit of this topic would answer the following questions.

1. Do clients enrolled in Kansas’ Medicaid Program appear to be using emergency
room services for routine health care needs? To answer this question, we would update
our Medicaid database to include expenditures for the most recent fiscal year available.
We would review the records in the database to identify Medicaid clients who appear to
be visiting the emergency room multiple times per year. We would review the diagnosis
codes contained in the records for those visits and determine whether the diagnosis
appeared to represent a serious injury or immediate health threat, or whether it appeared
to be a more routine type of health issue. In addition, we would determine how often the
visits resulted in the patient being admitted to the hospital as a result of the visit to the
emergency room. For those visits we determine to be potentially unnecessary, we would
determine the costs to the Medicaid program.
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What steps can the Kansas Health Policy Authority take to reduce the amount of
unnecessary emergency room use within the Medicaid Program? To answer this
question, would interview officials from the Kansas Health Policy Authority to determine
what procedures or programs they already have in place to try to curb abuse of
emergency room services within Medicaid. We would review the literature for best
practices or steps that other states have taken to control abuse of emergency room
services by Medicaid clients. We would contact officials in some of those states to
determine which of the steps they have taken appear to be most successful in reducing
unnecessary emergency room use. We would discuss any new or innovative steps we find
with officials from the Health Policy Authority to determine whether they have
previously considered such steps, and if so, why they haven’t implemented them. We
would conduct other work in this area as needed.

Estimated time to complete: 8-10 weeks
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APPENDIX B
Methodology for Allocating Non-Emergent Claims

To estimate what percentage of Kansas’ emergency room claims were for conditions that didn’t
require immediate emergency room treatment we used the results of a study conducted by New
York University. In 1998, New York University officials examined about 6,000 emergency
room records to determine the probability that an assortment of health conditions, such as fever,
sore throat, or chest pain, would need emergency room treatment. For each individual health
condition, the researchers developed an estimate for what percentage of individuals presenting
with that condition would need treatment at a doctor’s office, an emergency room, or would
require no immediate care.

It should be noted, the New York University study wasn’t intended to determine what level of
care any specific individual needed or to determine what level of payment was appropriate.
Rather, it was designed to determine the likelihood that individuals with a specific health
condition needed immediate emergency room treatment.

To allocate the claims and costs in our dataset to the categories in the New York University
study we did the following:

® Step 1: We determined how many health conditions in our dataset were included in the New York
University study. Health conditions are determined based on information known as the ICD-9 code.
This code is used to distinguish between conditions such as fever, sore throat, and chest pain. For
example, code 7806 is used when the presenting condition is a fever. Overall, we determined that of
the 4,654 ICD-9 codes in our dataset, 859 were included in the New York University study.

Work for health conditions that were included in the New York University study

® Step 2: We determined that 73% of the 642,000 claims in our dataset had one of the 859 diagnosis
codes included in the New York University study

® Step 3: For each of those codes, we applied the probability percentages cited in the New York
University study. Through this work, we developed our estimate for the percentage of Medicaid
claims that were for conditions that did and didn’t require immediate emergency room treatment.

® Step 4: We determined the total amount paid for each condition. We then allocated that amount by
the corresponding percentages for each condition. For example, the total amount paid for claims that
were coded as “fever” was a little more than $228,000. We allocated that amount by the percentages
the New York University model had assigned for that code.

Work for health conditions that were NOT included in the New York University study

About 27% of the claims in our dataset were for conditions that didn’t appear in the New York University
study. To include those claims in our analysis we converted the categories the Health Policy Authority
uses (never emergent, sometimes emergent, and always emergent) into the categories used by the New
York University study taking the following steps:

® Step 5: For the 859 health conditions already analyzed, we determined which of those the Authority
categorized as never emergent, sometimes emergent, and always emergent. For each of those three
groups, we calculated the average of the percentages cited in the New York University study.
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® Step 6: We used the averages from step 5 to allocate the health conditions not included in the New
York University study across that study’s treatment categories. For example, the code for bipolar
disorder was not included in the New York University study. However, the Authority has designated
this condition as “never emergent”. Using the “never emergent” percentage allowed us to allocate the
claims for this health condition across the New York University categories.

health condition using the same percentages we used to allocate the claims.

Step 7: We then determined the total amount paid for each condition and allocated the costs for each

The figure below shows a few examples of how we allocated the claims across the New York
University categories.

Examples of How LPA Allocated Claims Based on the New York University Study (a)

NYU Percentages

How LPA allocated the claims

Needs Needs Treatment # of Needs Needs Treatment
Non- Treatment in a | in an Emergency || Claims in Non- Treatment in a [in an Emergency
Condition |Emergent|Doctor's Office Room our data | Emergent |Doctor's Office Room
First-degree
sunburn 100.0% 0.0% 0.0% 122 122 0 0
Cough 64.7% 23.5% 11.8% | 7,651 4,951 1,800 900
Food poisoning 37.1% 45.7% 17.1%| 29 11 13 5
Ankle sprain 0.0% 69.1% 30.9% 3,756 0 2,595 1,161
Fainting 0.0% 33.3% 66.7% 4,704 0 1,566 3,138
Chest Pain 0.0% 32.4% 67.6% 29,632 0 9,601 20,031
Broken leg 0.0% 0.0% 100.0% 17 0 0 17
Total |] 45,911 5,083 15,576 25,252

Source: Health Policy Authority claims, New York University study, and LPA calculations.

(a) Claims were allocated by multiplying the number of claims in our data by the New York University percentages for each category.
For example, 7,651 X 64.7% = 4,951.

22

PERFORMANCE AUDIT REPORT:
Legislative Division of Post Audit
R-11-006 March 2011




APPENDIX C

Ideas Kansas Has Implemented To Contain Medicaid Emergency
Room Costs

This appendix contains a complete list of all cost-savings strategies we identified in this audit
which Kansas’ Medicaid oversight agency has implemented to control non-emergent emergency room
costs by Medicaid beneficiaries. We gathered these strategies from KHPA and state agency officials in
other states, health care experts and organizations, and other literature.

We asked Authority officials to provide us with documentation that these actions have been
taken. However, we did not conduct specific test work to ascertain the extent to which these actions have
been implemented and whether they have proven to be successful.
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Appendix C
Cost-Saving Strategies Kansas Has Implemented (a)

Count

Strategy

Description

Strategies Which Could Reduce Initial Emergency Room Visits

Case Management -
Chronic Conditions

Provide clients with chronic conditions one-on-one case management to help them
control their conditions. Currently, the Authority does this for some groups (0 to 3
year olds), and some managed care organizations do this for beneficiaries enrolled
with them. If beneficiaries were able to better control their conditions, they may be
less likely to go to the emergency room when routine health problems arise.

Encourage Mid-level
Practitioners

Encourage midlevel practitioners through reimbursement for advanced nurse
practitioners, physician assistants, and registered nurses. These practitioners cost
less than doctors, and it is in the provider's financial interest to hire them. This
strategy reduces the overall amount the State pays providers, rather than reducing
emergency room visits. However, it could indirectly reduce emergency room visits if
more mid-level practitioners were available to see more Medicaid beneficiaries.

House calls

Encourage medical providers to travel to patients to give preventive medical care in
the patients' environments, like nursing homes. If more doctors made house calls,
there could be a reduction in emergency room visits because these patients would
receive preventive services outside an emergency room.

Increase Doctors'
Reimbursement Rates

Pay doctors more to see Medicaid patients. By raising the rates, doctors would have
incentive to accept Medicaid clients they weren't previously seeing. Having an
established primary care doctor could reduce the number of emergency room visits.

Teleconferencing

Reimburse rural doctors who teleconference as a means of providing care. By
providing an alternative way to get medical care, this strategy could reduce
emergency room use in rural areas.

Transportation

Pay for or provide transportation for the beneficiary to get to and from his or her
primary care doctor. Lack of transportation is frequently cited as a reason why
Medicaid beneficiaries don't go to a primary care doctor.

Strategies Which Could Reduce Return Emergency Room Visits

Case Management -

Reimburse for case management services to make sure that after an emergency
room visit, follow-up doctor appointments are kept. These services are not currently

7 Follow-up on reimbursable for all Medicaid beneficiaries. [f beneficiaries were kept accountable
Appointments for their follow-up appointments with their doctors, they may be less likely to return to
the emergency room for a recurrence of a medical problem.
Reimburse for case management services to help ensure patients get their
prescriptions ordered. These services are not currently reimbursable for all Medicaid
Case Management - o L . ; . .
8 - beneficiaries. If beneficiaries received this assistance, they could be less likely to
Prescriptions . . o
return to the emergency room for diagnoses which are treatable through prescription
medication.
Reimburse for case management services to help patients schedule and coordinate
their appointments. These services are not currently reimbursable for all Medicaid
Case Management - A . . : . . .
9 . beneficiaries. If beneficiaries had assistance in scheduling their appointments, they
Scheduling : . "
could be less likely to return to the emergency room for worsening conditions caused
by missing follow-up appointments.
Require the emergency room provider to prove that a subsequent same-day visit by
10 Same-Day Visits the same patient for the same diagnosis is medically necessary before the provider is

paid.
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Appendix C

Cost-Saving Strategies Kansas Has Implemented (a)

Count

Strategy

Description

Other Strategies Which Could Reduce Overall Emergency Room Visits or Emergency Room Costs

11

Classification Tiers and
Down coding

Decreases the amount paid to providers for non-urgent diagnoses based on
classification tiers (always an emergency, sometimes an emergency, never an
emergency) for emergency room diagnoses. This does not reduce overall use of the
emergency room, but rather reduces the amount the State pays providers.

12

Content of Service

Refuse to pay for less expensive emergency room services when more expensive
services are also provided. This does not reduce overall use of the emergency room,
but rather reduces the amount the State pays providers.

13

Encounter-Based
Reimbursement

Reimburse providers based on the number of times a patient is seen (per encounter)
rather than the number of services that are provided. This encourages savings by
discouraging providers from running tests to increase overall reimbursement.

14

Encourage Medical
Students

Encourage more medical students to become general practitioners, which in turn
would mean more primary care doctors. More primary care doctors generally means
more doctors accepting Medicaid patients, which could lead to fewer emergency
room visits.

15

IT Infrastructure

Build an IT infrastructure so hospitals could communicate better with doctors' offices.
This encourages savings through improved efficiency in sharing medical records and
improvements in quality and safety. It would not directly reduce emergency room
use.

16

Outside Ideas

Solicit cost-savings ideas from the private sector, or use ideas that are currently
implemented in the private sector. Depending on the ideas, this strategy could lead
to reduced costs, reduced emergency room use, or both.

17

Quality Control Audits

Audit high-cost emergency room services to ensure services were actually provided.
This strategy does not lead to a reduction in emergency room use. Instead, it verifies
that the costs incurred were for services actually provided.

(a) We asked Authority officials to provide us with documentation that these actions have been taken. However, we did not conduct specific test work to
ascertain the extent to which these actions have been implemented and whether they have proven to be successful.

Source: LPA review of literature and Authority documents, and interviews with officials representing the Authority, other states, and health care
organizations.
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APPENDIX D

Agency Response

On March 4, 2011, we provided copies of the draft report to the Kansas Health Policy
Authority. The Authority’s response is included in this Appendix.

The Authority concurred with the report’s findings and recommendation.
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March 10, 2011

Mr. Scott Frank

Legislative Post Auditor

800 SW Jackson Street, Suite 1200
Topeka, KS 66612-2212

Dear Mr. Frank:

The Kansas Health Policy Authority (KHPA) received the Legislative Division of Post Audit’s
(LPA) report regarding Medicaid: Reviewing the Use of Emergency Room Services by Medicaid
Clients. We appreciate the invitation to respond to the findings and recommendations included in
the report.

Recommendations for Executive Action:

1. To help the Medicaid program reduce the number of emergency room visits for non-
urgent health conditions, Kansas Health Policy Authority officials should:
a. evaluate the advantages and disadvantages of implementing each of the
cost saving strategies identified in the audit report
b. report the results of those evaluations, including any actions taken, to the
Legislative Post Audit Committee by December 31, 2011.

KHPA concurs with the recommendation and will evaluate the merits and deterrents of each of
the cost saving strategies identified in the report. The agency will present our findings and any
actions taken to the Legislative Post Audit Committee by December 31, 2011. Thank you for the
opportunity to respond to the draft audit report.

Sincerely,

Dr. Andrew Allison
Executive Director

Rm. 900-N, Landon Building, 900 SW Jackson Street, Topeka, KS 66612-1220
www.khpa.ks.gov

Medicaid and HealthWave: State Employee Health State Self Insurance Fund:

Phone: 785-296-3981 Benefits and Plan Purchasing: Phone: 785-296-2364

Fax: 785-296-4813 Phone:  785-368-6361 Fax: 785-296-6995
Fax: 785-368-7180
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