TALKING POINTS:

Taxing Retirement Savings

(aka: Quality Assurance Fee (QAF)

· In 2005 the State of California changed its nursing home reimbursement system from a flat rate based on the 50th percentile of all skilled nursing costs (if you were above the 50th percentile the NH lost money, if below you made money) to a facility-specific rate based on five separate categories of costs for each nursing home.  To help finance this more expensive system, California applied to the federal government to allow it to tax nursing home revenues and use that additional money for matching Medi-Cal contributions from the federal government.  

· In order to qualify for this federal program, California sought and was granted a “Waiver of Uniformity”, meaning that California was no longer required to treat all skilled nursing providers the same.  In fact, the regression analysis that is basic to qualifying for the program mandates that there be “winners” and “losers” as a result of the analysis. In other states across the country that have used this federal program, it is typical for SNFs associated with a continuing care retirement community to be “winners” under the QAF analysis.  California’s Continuing Care Retirement Communities (CCRCs) and some Multi-Level Retirement Communities (MLRCs) have been exempted from paying the QAF since the beginning of the program.  Such policy decisions have been made in state after state because it is unfair to tax the retirement savings of CCRC residents who have done all that society asks in preparing for retirement . . . they saved and financed their own retirement.  And now the government wants to tax those savings where there will be no possible benefit to the resident paying the tax.  This unconscionable.
· The state wants to rescind the QAF exemption for CCRCs and MLRCs.  While individually some exempt organizations have a large Medi-Cal census, currently overall just 2 percent of Medi-Cal residents are associated with SNFs in a CCRC, and 5 percent of Medi-Cal residents are associated with SNFs in a MLRC.  Hence, overall CCRCs and MLRCs are not large Medi-Cal providers.
· The state wants to eliminate the QAF exemption to raise more money for the cash-strapped general fund.  To focus only on revenue, however, is a short-sighted analysis of the Medi-Cal budget.  Private pay residents in CCRCs and MLRCs already pay fees that subsidize Medi-Cal residents at the facility.  Those fees will be increased to raise the money to pay the retirement tax (aka QAF).  Thus, private pay residents will loose even more of their resources supporting Medi-Cal residents.  Shrinking resources and the increasing life-spans of seniors will add significantly to the Medi-Cal roles.  Increases in the transfer of assets, spend-downs and conversions to Medi-Cal because of the retirement tax will occur.  This expansion of the Medi-Cal roles will further exacerbate state budget deficits.
· It makes no economic sense to force the payment of a tax that is 20-30-40 percent of the revenue to be gained by the tax, and it makes no economic sense to tax providers who have no Medi-Cal residents and will receive no benefit from paying the tax.  
· The state said that the underlying rationale for initiating a QAF was to improve the quality of care in nursing homes.  The “promise” of the new reimbursement system was that the resources to make quality real in all nursing homes would be provided.  The State’s almost immediate back-sliding from those promises have pulled the rug out from under believing providers and residents.  Both CCRCs and MLRCs spend more money per SNF resident per day, than is made-up in the Medi-Cal payment. Hence, even with the QAF exemption, CCRCs and MLRCs loose money on their Medi-Cal residents. 
· OSHPD data shows that CCRC and MLRC SNFs used the resources provided by the new payment system to increase staff, raise salaries, enhance benefits, increase services and programs.  Elimination of the QAF exemption will unravel the improvements in quality.
· Why are private pay residents of residential retirement communities only responsible for paying the tax for indigent residents?  Why isn’t this a cost to the society at large?
