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Date Referred: January 26, 1990

Date of Committee Action: 3  7*7 /  7 ( 0

FURTHER REFERRALS:
FINANCE

The HESS Committee considered: SB 334 fefd ami

SENATE BILL NO. 334(efd am) MEDICAID WAIVERS FOR HOME-BASED SERVICES

"An Act directing the Department of Health and Social Services to seek 
permission to use options and receive waivers under the Medicaid 
program for the cost of home or community-based services for 
developmentally delayed children, developmentally disabled persons, 
disabled adults, and older Alaskans; directing other agencies to assist 
in that process; and providing for an effective date."
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M E M O R A N D U M

TO: Representative Johnny Ellis

FROM: Senator Jay Kerttulai^tJJ\v^ *

SUBJ: Senate Bill 335 —  i
Health Maintenance Organizations

DATE: April 17, 1990

Senate Bill 335 is based on the National Association of 
Insurance Commissioners' Model Act for Health Maintenance 
Organizations. Alaska is one of two states which have not 
enacted the NAIC model act or similar or related legislation.

Senate Bill 335 would provide a specific licensing, 
incorporation, and regulatory scheme for health maintenance 
organizations. HMOs provide for basic health care services on 
a prepaid basis and have characteristics of both an insurer 
and a health care provider. Thus, membership in an HMO can be 
purchased by either an individual or an employer as a form of 
health care insurance, or health care in an HMO can be paid 
for by a traditional insurance policy such as Blue Cross or 
Aetna. The lack of an Alaska statute which regulates HMOs is 
a barrier to the development of HMOs in Alaska. State 
regulation is also necessary in order to ensure the protection 
of Alaska residents from insolvent HMOs. There are no HMOs in 
Alaska at this time, although there have been HMOs in Alaska 
in the past.



Medical costs are soaring —  health care now takes up 11 
percent of the gross national product and it is anticipated to 
rise to 18 percent of the GNP by the year 2,000. HMOs provide 
both good medical options in terms of preventative medicine 
and a mechanism for containing costs. As an example of 
perceived costs savings resulting from HMOs —  the federal 
administration has proposed reducing medicaid premiums by $60 
per month for beneficiaries who join an HMO.

Attached is information on Senate Bill 335, relating to 
Health Maintenance Organizations. SB 335 is currently in the 
House Rules Committee. I think this bill is needed. It has 
the dual benefit of encouraging preventative health care and 
containing costs. The bill is supported by the administration 
and has "0" fiscal note.

I urge your support of Senate Bill 335.

R e p r e s e n t a t i v e  J o h n n y  E l l i s
A p r i l  1 7 , 1990
Page Two
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DESCRIPTION OF THE MAJOR PROVISIONS OF

CS SSSB 335 (FINANCE)

1. Requirements for Certificate of Authority: Senate 
Bill 335 requires that a list of conditions be met —  
including demonstration of financial solvency -- prior to 
issuance of a certificate of authority. The bill also lists 
specific items of information that must be included within an 
application, and allows the department to acquire any other 
information that may be found necessary in the future.

2. Coordination with the Department of Health and Social 
Services: The nature of an HMO is that it is both an insurer 
and a health care provider. Therefore, both the Department of 
Commerce and the Department of Health and Social Services have 
an interest in the quality of an HMOs' operation. Senate Bill 
335 requires that a copy of the application be forwarded by 
the Director of Insurance to the Department of Health and 
Social Services within 10 days after its receipt. Within 60 
days after the Commissioner of Health and Social Services 
receives a copy of the application, he or she makes a 
recommendation; and within 30 days after that recommendation, 
the Department of Commerce either "issues or denies" a 
certificate of authority.

3. Solvency an£ Limits on Investments: CS SSSB 335
(Finance) would require a deposit of the greater of 10 percent 
of an HMOs' estimated expenditures for health care services 
for its first year of operation, twice its estimated average 
monthly uncovered expenditures for its first year of 
operation, or $250,000. The model act would have required a 
deposit of the greater of 5 percent of an HMOs' estimated 
expenditures for health care services for its first year of 
operation, twice its estimated average monthly uncovered 
expenditures for its first year of operation, or S100.000.
The larger deposit which would be required under the CS is 
viewed as necessary to ensure that Alaska consumers will be 
protected from insolvent HMOs. The larger deposit is not 
viewed as an insurmountable barrier to the development of 
HMOs, since the deposit is only increased for the first year 
of operation —  after that the deposit requirements under the 
CS mirror the requirements under the model act (two percent
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for the second fiscal year, three percent for the third fiscal 
year, four percent for the fourth fiscal year, and four 
percent thereafter.) The deposit requirements do not apply if 
the HMO has a net worth of $1 million without buildings, or $5 
million with buildings, or some alternative formulas are met 
which demonstrate similar financial stability. Finally, the 
HMO must have and maintain a "capital account of at least 
$100,000" in addition to any of the deposit requirements.

4. Governing Body; Senate Bill 335 requires that the 
governing body of an HMO be made up of at least one-third 
"consumers who are substantially representative of the 
participants." The sponsor substitute also requires that the 
HMO establish advisory panels so that enrollees would have an 
opportunity to participate in matters of policy and operation.

5. Dual Choice: Senate Bill 335 requires that each 
employer in the state, whether public or private, having 25 
employees or more "shall make available to its employees or 
members the option to enroll" in an HMO. Mandatory dual 
choice is viewed as necessary to make an HMO financially 
viable in Alaska. In addition, federal medicaid regulations 
require that there be an dual choice requirement before they 
will provide medicaid reimbursement to an HMO. Under Senate 
Bill 335, an employer is not required to pay more for employee 
health benefits than he or she would have been required to pay 
if not covered by the bill.

Senate Bill 335 also mandates, that the option of
enrollment in an HMO should first be submitted to a bargaining
unit, if the employees are members of a collective bargaining 
unit. If the option is approved by the bargaining 
representative, the option of enrollment shall then be made to 
each represented employee. This language mirrors the federal 
regulations.

6. Form Filing and Rate Approval: Senate Bill 335
includes a mechanism for the approval of "an evidence of
coverage." The bill provides that the HMO file the form with
the Division of Insurance 30 days before it is to be used.
The form is considered approved unless the director has 
affirmatively approved or disapproved the form within the 30 
day period.

7. Complaint System : Senate Bill 335 contains a
detailed section requiring that the HMO establish and maintain 
a complaint system.



8. Powers of an HMO: Senate Bill 335 has a section
listing the powers of an HMO, and lists prohibited practices. 
The bill also limits the amount of money that can be recovered 
from an HMO from a participant who was not entitled to receive 
certain services to the actual cost of providing the health 
care service. Senate Bill 335 also provides a window of 10 
days in which a participant who has just signed up with an HMO 
can return the agreement and demand a refund.

9. Taxation: Senate Bill 335 provides that an HMO is
to be taxed and shall file reports as an authorized insurer.

10. Other Provisions: Senate Bill 335 contains a 
section imposing fiduciary obligations in the handling of 
money by an HMO. The bill also provides that health care 
services must be provided by appropriately licensed health 
care providers.
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Model ReguUtioa Service — May 1982

Model Health Maintenance Organization Act

Tkb le o f C on ten ts .

Section 1. Short Title 
Section 2. Definitions
Section 3. Establishment of Health Maintenance Organizations
Section 4. Issuance of Certificate of AuthoritySection 5. Powers of Health Maintenance Organizations
Section 6. Governing BodySection 7. Fiduciary Responsibilities
Section 8. Evidence of Coverage and Charges for Health Care ServicesSection 9. Annual ReportSection 10. Information to EnrolleesSection 11. Complaint System
Section 12. InvestmentsSection 13. Protection Against Insolvency
Section 14. Prohibited PracticesSection 15. Regulation of Agents
Section 16. Powers of Insurers and (Hospital and Medical Service Corporations)Section 17. Examinations
Section 18. Suspension or Revocation of Certificate of Authority
Section 19. Rehabilitation. Liquidation, or Conservation of Health Maintenance OrganizationsSection 20. Regulations
Section 21. Administrative ProceduresSection 22. Fees
Section 23. Penalties and Enforcment
Section 24. Statutory Construction and Relationship to Other Laws
Section 25. Filings and Reports as Public DocumentsSection 28. Confidentiality of Medical Information
Section 27. (Commissioner of Public Health's) Authority to Contract
Section 28. Acquisition of Control of or Merger of a Health Maintenance Organization.Section 29. Dual Choice
Section 30. Severability
Section 1. Short Title.
This Act may be cited as the Health Maintenance Organization Act of (insert year). 
Introductory Comment.
The rising cost of health services in recent years has led government agencies, private organize* tions, ana legislative bodies to seek alternatives to the traditional medical delivery system which will provide improved health care at a .ower cost. The health maintenance organization is a con* 
cept which has received much attention as one means through which an improvement in delivery might be achieved.
Shortcomings of Existing Health Care Delivery System
The health care delivery system as it is now constituted presents several problems. First, many 
people are unable to obtain health care when they need it and In the form they need it. This prob­
lem can be divided into three subareas: (a) In many areas of the country, the availability of health 
ca^i in terms of the quantity of manpower and facilities is inadequate; lb) Even where physicians, 
nurses, clinics, and hospitals do exist, they may lack accessibility due to poor location, poor 
management, lack of transportation, language or racial barriers, inconvenient hours, etc; knd (c) 
EvenTf health care is available and accessible, it may not be continuous: that is. a single patient 
may not be treated as a person with a continuing or a variety of problems but rather as a single 
isolated health care problem incident. The problems of availability, accessibility, and continuity, at least in part, have been attributed to the lack of responsibility vested in one person, group, or 
organization to assure the delivery of health care.
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Medical Care Foundations

A varia tion  of the HMO concep t is seen in some m edical care foundations. A lth ough  individual 
foundation s differ g rea tly  in detail, a foundation for medical care is usually  sponso red  and 
organ ized by a coun ty  or s ta te  medical society. T he m em bersh ip con s is ts  of physic ians who 
app ly  to  and  are  accep ted by th e  foundation .

Those m edical care founda tion s which can be considered as a v a r ian t of the HMO concept, often 
co n tra c t w ith  an in surer o r o th e r p repaym en t plan (e.g., ho sp ita l or medical service corpora tions) 
to  provide coverage m ee ting  ce rta in  m inim um  crite ria  con s is ten t w ith th e  delivery of quality  
medical care. T he in su rer co llects the prem ium s, prom otes, m arke ts , and underw rites the pro­
g ram . The enrollee m ay seek physic ian services from any  m ember of the foundation who then 
bills e ith e r the in su rer o r th e  foundation , no t the enrollee. A lthough such billings a re  on a fee-for- 
service basis , th e  am oun t charged  the enrollee is fixed and  p repaid w ithou t regard to  th e  number 
or type of serv ices used. T he foundation es tab lish es som e form of peer review to m on ito r no t only 
th e level of charges b u t a lso  th e  type and qu a lity  of care rendered . Since th e  am oun t of income 
does no t v a ry  w ith  the num ber or type of serv ices prov ided , incen tives ex iat to  m a in ta in  costa a t 
as low a level as possib le. H owever, unlike th e  HMO concep t described above, even th ou gh  physi­
c ian  serv ices a re  p repaid  from  the p a tie n ts ' v iew poin t, from  the physic ian s ' v iew poin t, th e  fee- 
for-service prac tice is m a in ta ined . Under the federal HM O A ct, th is type of o rgan iza tion  is called 
an Ind iv idual P rac tice A ssoc ia tion  Type HMO.

The S eed  fo r S ta te  A u th o r iz in g  and R e gu la to ry  L e g is la tio n

From  1970 to  1973, the adm in is tra tio n  and com m ittees in bo th houses of C ongress sp e n t much 
tim e ana lyz ing  the h ea lth  m ain tenance o rgan iza tion  a lte rn a tiv e  in connection w itn  national 
hea lth  in su rance and  federal a ss is tan ce  bills for H M O 's. T h is ana lysis resu lted  in th e  en ac tm en t 
of the federal HMO A ct in 1973. Since then , th e  num ber of health  m ain tenance o rg an iza tion s and 
th e num ber of HMO enro llees has grown rap id ly . P rio r to  1972, however, few s ta te s  had a 
s ta tu to ry  fram ework ta ilo red  to  the superv ision of h ea lth  m ain tenance o rg an iza tion s . C harte r­
ing, licensing, c o n tra c t an d  ra te  regulation , and  o th e r superv is ion  w as being carried  o u t under 
genera l in su rance law s, ho sp ita l and m edical service corpo ra tion  s ta tu te s , o th e r specia l s ta tu e s , 
or n o t a t  aiL Because th e  HM O  is a un ique ty pe  of o rgan iza tion , m any prov isions o f such  s ta te  
law s were inapplicab le, h igh ly  re s tric tiv e  or p roh ib itiv e  to  the fo rm ation  and  opera tion  of an 
HMO. Therefore , in 1972 the NA IC  adop ted  the Model H ea lth  M ain tenance O rgan iza tion  A ct 
which accom m odates th e un ique featu res of H M O 's.

P urpose o f  a  S ta te  M odel B ill

The model bill c learly  au tho rize s the e s tab lishm en t an d  operation of H M O 's. R es tr ic tiv e  p rov i­
sions in o th e r law s which are in app rop ria te  to  H M O 's are rendered inapplicable. A pp rop ria te  
g ra n ts  of a u th o r ity  are es tab lish ed  to  enab le the H M O 's to  fulfill the function env isioned for 
them . A t th e  sam e tim e, however, the public has a v ita l in te re s t in th e  fiscally sound, efficient, 
and  e th ica l opera tion  of H M O 's . As is the case w ith in su rance and hosp ita l and m edical service 
co rpo ra tion s. H M O 's a re  “affec ted  w ith  th e  public in te re s t ."  R egu la to ry  sa fegua rd s doveta iled  
to  th e un ique n a tu re  of H M O 's are essen tia l. T hus, th e  purpose of th is model bill is twofold.

F irs t, i t  a t tem p ts  to  p rov ide a legal fram ework enab ling  th e o rgan iza tion  and function ing  of 
H M O 's of a wii'.e v a rie ty  in c lud ing  those based  upon th e  medical ca re  foundation o r ind iv idual 
p rac tice  assoc ia tio n  concep t. T he legal env ironm en t is designed to  perm it a high deg ree of flex­
ib ility . No one form  of o rg an iza tio n  o r one ty pe  of m odus operand i is required . In s te ad  th e  HMO 
concep t can  be refined and  sub jec ted  to fu rth e r experim en ta tion . Second, the model bill a t tem p ts  
to  p rov ide a regu la to ry  m on ito rin g  sy stem  n o t on ly to  p reven t o r rem edy abuse, b u t a lso  to  
a s s is t in th e  fu tu re  im p rov em en t and developm ent of tn is  a lte rn a tiv e  form of a  h ea lth  care 
delivery  sy s tem .

Of course , i t  is also possib le th a t  the s ta tu te s  of a g iven S ta te  are p resen tly  broad enough to 
allow opera tion  of a t  le a s t ce r ta in  types of H M O 's and provide the com m issioners w ith  ap­
p rop ria te  a u th o rity  to  regu la te  them . In those s ta te s , a bill such as th is  m ay be desirab le  in o rder 
to  conso lida te and  define m ore clearly  the au th o rity  for and m anner of regu la tion of an  HMO. 
However, it m ay be possib le to  form HM O 's under ex is tin g  laws in som e s ta te s  before p assage of 
th is  model leg isla tion and it is an tic ip a ted  th a t such p rog ram s can develop concu rren tly  w ith  any 
leg isla tive ac tiv ity .

430 -3 .



Model ReipjIiUon Service— May 1982

Comment. S ubsec tion 16) de fines an H M O  to be any person th a t unde rtakes to prov ide or a r­
range fo r a t leas t basic hea lth care services on a prepa id basis. Th is can achieved e ithe r tal 
by p ro v id in g the services d ire c t ly  th ro u g h phys ic ia n or o th e r p rov id e rs a c tu a lly employed 
by the HM O  and th ro u g h hosp ita ls o r fa c il it ie s  owned o r d ire c t ly  opera ted by the HM O . or 
ib l by co n tra c tin g o r a rra n g in g w ith  phys ic ians , hosp ita ls o r o th e r fa c ilit ie s to prov ide such 
services. The te rm  "a r ra n g e '' does no t con tem p la te those tra d it io n a l a rrangem en ts w h ich 
hosp ita l o r m ed ica l serv ice co rpo ra tio ns m ake in co n ju n c tio n w ith  th e ir p repaym en t service 
p lans pu rsu an t to ho sp ita l o r medica l serv ice co rp o ra tio n laws. I f  i t were otherw ise , the 
tra d it io n a l h o sp ita l and m ed ica l service co rp o ra tio n p repaym en t serv ice p lan , by its e lf, 
w ou ld be an HM O .

Subsec tion (2) de fines basic hea lth care serv ices. T h is d e fin it io n , com bined w ith  the requ ire ­
m en t th a t an H M O  p rov id e fo r basic hea lth care services in Sections 4121(c) and 16u , :), 
estab lishes a m in im um  package o f hea lth care services w h ich an H M O  m u s t p rov id e or a r­
range for. T h is is in tended to assure th a t the enro llees o b ta in  a t leas t a s u ff ic ie n t ly  broad 
range o f services to meet a reasonable am oun t o f th e ir hea lth care needs. A t the same tim e , 
however, the d e f in it io n  shou ld no t be so broad as to be fin a n c ia lly  p ro h ib it iv e  to a subs tan ­
t ia l num ber o f enro llees. Serv ices fo r m en ta l illne ss and a lcoho l and d ru g  abuse are n o t in ­
c luded because th e y are o fte n no t covered b y insu rance o r h o sp ita l o r m ed ica l serv ice p lans 
and th e ir in c lu s io n w ou ld crea te a com pe tit iv e d isad van tage o f H M O 's . I f  a s ta te believes 
th a t such serv ices, o r o the rs , shou ld be inc lu ded as basic e a lth care serv ices, a ll ca rr ie rs in 
the s ta te shou ld be requ ired to o ffe r o r cove r them .

S ince no HM O  m ay fu n c tio n w ith o u t e ith e r a c e rt if ic a te  o f a u th o r i ty  (see Sec tion 3(1) ( and 
since an H M O  m u s t fu rm sh basic hea lth care serv ices (see Sec tion 4121(c)), no hea lth care 
services m ay be p ro v id ed o r a rranged fo r on a p repa id basis w ith o u t the m in im um  package 
o f basic hea lth care bene fits . T h is serves tw o  purposes: la) i t  requ ires the p ro v is io n o f ade­
qua te p ro te c tio n and (b) i t p reven ts the avo idance o f the a p p lic a b il i ty  o f the A c t by the mere 
exped iency o f fa i l in g  to meet the m in im um  package requ irem en ts .

In  a d d itio n , the H M O  may fu rn is h a d d it io n a l serv ices, ce rta in  lim ite d  in d em n ity bene fits 
and more com prehens ive in d em n ity bene fits . (See Section 5(11(0.) These a d d it io n a l services 
and bene fits can be p u t to g e th e r in any one o f a v a r ie ty  o f w ays . The in d em n ity o r serv ice 
bene fits m ig h t cove r such s itu a tio n s as ou t-o f-a rea emergency services, ou t-o f-a rea bene fits 
fo r dependents aw ay a t college, o r services w h ich the a ff i l ia te d  p ro v id e rs lack the capa c ity 
to make ava ilab le . T h is f le x ib i l i ty  in p ie c ing to g e th e r the package o f coverage th ro u g h 
d ire c t and in d ire c t serv ices and in d em n ity bene fits enables an H M O  type ope ra tio n to meet 
hea lth care needs in a w ide v a r ie ty  o f c ircum stances .

The d e fin it io n  o f an H M O  a ffo rd s w ide la t itu d e  fo r d if fe re n t a rrangem en ts . T h is h ig h ly fle x ­
ib le approach seems best su ite d to ou r d ive rse and p lu ra lis t ic  soc ie ty w ith  p rob lem s va ry in g 
from  lo c a lity  to  lo c a lity . F le x ib i l i ty  w ill a llow  con tin u ed in n o va tio n and expe rim en ta tio n 
w ith  d iffe re n t o rg a n iz a tio n a l s tru c tu re s . I t  m ay be easier to re c ru it hea lth personnel i f a 
num be r o f a lte rn a t iv e  approaches are ava ila b le . C ons is te n t w ith  th is ph ilo sophy is the 
absence o f any re q u irem e n t o f a m in im um  num be r o f employees or o f a m anda te as to 
w he th e r o r n o t the H M C  shou ld be a p ro f i t o r n o n -p ro fit o rgan iza tio n . P e rm it t in g  bo th 
p ro f i t and n o n -p ro fit o rgan iza tio n s w ill b roaden the fin a n c ia l and m anage ria l resources 
w h ich can be d raw n upon in deve lop ing the H M O  concept.

S ubsec tion l9) de fines uncovered expend itu res fo r use in Section 13. These are expend itu re s 
fo r hea lth care serv ices fo r w h ich the H M O  is a t r is k . They w il l va ry in typ e and am oun t, 
depend ing on the a rrangem en ts o f the HM O . T h e y m ay inc lude ou t-o f-a rea serv ices, re fe rra l 
serv ices and ho sp ita l services. They do no t in c lu d e expend itu re s fo r services when a p ro ­
v id e r has agreed no t to b il l the enro llee even th o u g h the p ro v id e r is no t pa id by the H M O . or 
fo r services th a t are gua ran teed , insu red o r assum ed by a person o r o rg a n iz a tio n o th e r than 
the hea lth m a in tenance o rgan iza tio n .
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Ik) A  de sc r ip tio n o f the com p la in t procedures to be u tiliz e d as requ ired unde r Section 11:

ll> A  de sc r ip tio n o f the procedures and p rog ram s to be im p lem en te d to meet the q u a lity
o f ' e&lth care re qu irem en ts in Section 41 l)(b):

im ) A de sc r ip tio n o f the m echan ism by w h ich enrollees w il l be a ffo rd ed an o p p o r tu n ity  to
p a rtic ip a te in m a tte rs o f po lic y and ope ra tio n unde r Sec tio n 6(2):

In) Such o th e r in fo rm a tio n  as the comm iss ione r (d ire c to r, supe rin tenden t) m ay requ ire to 
make the de te rm in a tio n s requ ired in Sec tio n 4.

14) la) A n ap p lic a n t o r a hea lth m a in tenance o rg an iza tio n h o ld in g a ce rt if ic a te  o f a u th o r ity  
gran ted he reunde r sha ll, un less o th e rw ise prov ided fo r in  th is  A c t. file  a no tice describ ­
in g any m a te r ia l m od if ic a t io n o f the ope ra tio n set o u t in  the in fo rm a tio n  requ ired by 
Subsection 13). Such no tice sha ll be file d w ith  the com m iss io ne r (d ire c to r, supe rin te n ­
den t! p r io r to the m od ific a tio n . I f  the comm iss ione r (d ire c to r, supe rin tenden t) does no t 
d isapp rove w ith in  (in se r t num ber) days o f filin g , such m od if ic a tio n sha ll be deemed 
approved.

(b) The comm iss io ne r (d ire c to r, supe rin tenden t) m ay p rom u lg a te ru les and regu la tions 
exem p tin g from  the f i l in g  requ irem en ts o f Pa rag raph (a) those item s he deems un ­
necessary;

(5) A n  app lic a n t o r a hea lth m a in tenance o rg a n iz a tio n h o ld in g a c e rt if ic a te  o f a u th o r ity
g ra n te d he reunder sha ll file  a ll con tra c ts o f re insu rance . A n y  ag reem en t between the 
o rg an iza tio n and an in su re r sha ll be sub je c t to  the laws o f th is  s ta te  re g a rd in g re insurance . 
A l l re insu rance ag reem en ts and any m od ific a tio n s th e re to m u s t be file d and approved . 
Reinsurance ag reem en ts sha ll rem a in in fu l l fo rce and e ffe c t fo r a t leas t n in e ty (90) days 
fo llo w in g w r it te n  no tice by reg is te red m a il o f cance lla tio n b y e ith e r p a r ty  to the comm is­
s ione r (d ire c to r, supe rin te n den t) .

C omm en t. Section 3 requ ire s the licens ing o f an H M O  in o rde r to  p ro v id e hea lth care services on 
a p repa id basis. The lega l e n t ity , in  w h ich the re sp o n s ib ilit ie s im posed b y th is A c t are vested , 
serves as th e focus o f re g u la to ry a tte n t io n  to assu re th a t the con sum in g pu b lic is w e ll served.

S ubsec tion (1) is in tended to  p ro v id e a genera l ove rr id e to e x is t in g  s ta te  laws w h ich re s tr ic t o r 
p re ve n t the fo rm a tio n o r ope ra tio n o f hea lth m a in tenance o rg an iza tio n s . Am ong o th e r re s tr ic ­
tions , e x is t in g  s ta te law s m ay:

(1) re qu ire app rova l o f a hea lth m a in tenance o rg a n iz a tio n by a m ed ica l soc ie ty ;

(2) re qu ire th a t ph ys ic ia n s c o n s t itu te  a ll o r a m a jo r ity  o f th e go ve rn in g body o f a hea lth 
m a in tenance o rg a n iz a tio n ;

(3) re qu ire th a t a ll ph ys ic ia n s o r a percentage o f phys ic ians in the loca l m ed ica l soc ie ty be pe r­
m it te d  to p a rt ic ip a te  in re nde rin g the serv ices o f the o rg an iza tio n ;

(4) re qu ire th a t such o rg a n iz a tio n su bm it to re g u la tio n as an in su re r o f hea lth care services;

(5) re qu ire th a t o n ly u n in co rp o ra te d in d iv id u a ls o r assoc ia tions o r pa rtn e rsh ip s m ay p rov id e 
he a lth care services;

(6) p ro h ib it a d v e r t is in g  by a p ro fess iona l g roup fo r re c ru itm e n t o f enrollees.

J k . ! dr f  W the ,gene r?1 ove r«-ide p rov id ed in Subsec tion II) . Sec tion 25 spe c ific a lly p rov ides
iS fifa u u i ? spr  ai.nd m ed ica l se rv ice co rp o ra tio n law and ce rta in o th e r p ro v i-
smns do n o t app ly to H M O  s. F u rth e rm o re . Sec tio n 6 spe c ific a lly p rov id es th a t any parsons 
w he the r o r no t p ro v id e rs o f hea lth care services, m ay serve on the go ve rn in g body . There is no 
body requ ire raen t a3 t0 the °P P rop ria te com po s itio n o f the m em be rsh ip o f the go ve rn in g
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ic l The hea lth m a in tenance o rg a n iz a tio n w il l e ffe c tiv e ly p rov id e o r a rrange fo r the p ro v i­
sion o f basic hea lth care services on a prepa id basis, th ro u g h insu rance or otherw ise , 
excep t to the e x te n t o f reasonable re qu irem en ts fo r co-paym en ts ;

id) The hea lth m a in tenance o rg an iza tio n is fin a n c ia lly respons ib le and m ay reasonab ly be 
expected to meet its  ob lig a tio n s to  enro llees and p rospec tive enrollees. In  m ak in g th is 
de te rm in a tio n , the comm iss ione r Id ire c to r. supe rin tenden t) m ay consider:

li) The fin a n c ia l soundness o f th e a rrangem en ts fo r hea lth care services and the 
schedule o f charges used in connec tion th e rew ith :

lii) The adequacy o f w o rk in g cap ita l:

(iii) A n y ag reem en t w ith  an in su re r, a (h o sp ita l o r m ed ica l serv ice co rp o ra tio n ), a 
gove rnm en t, o r any o the r o rg a n iz a tio n fo r in s u r in g the pa ym en t o f th e cost o f 
hea lth care services o r the p ro v is io n fo r a u tom a tic a p p lic a b il i ty  o f an a lte rn a tiv e  
coverage in the even t o f d iscon tinuance o f the hea lth m a in tenance o rgan iza tio n :

(iv) A n y ag reem en t w ith  p rov id e rs fo r the p ro v is io n o f hea lth care serv ices: and

(v( A n y depos it o f cash or secu ritie s s u bm itte d  in accordance w ith  Sec tio n 13,

(e) The enro llees w ill be affo rded an o p p o r tu n ity  to p a rtic ip a te in m a tte rs o f p o lic y and 
ope ra tio n p u rs u a n t to Section 6;

if) N o th in g in th e proposed method o f ope ra tio n , as shown by the in fo rm a t io n  s u bm itte d  
pu rsu a n t to Sec tion 3 or by independen t in v e s tig a tio n , is c o n tra ry  to the pub lic 
in te re s t; and

Ig) A n y de fic ienc ies id e n tif ie d by the (comm iss ione r o f pub lic hea lth ) have been correc ted .

A  c e rt if ic a te  o f a u th o r i ty  sha ll be denied o n ly a fte r com p liance w ith  the requ irem en ts o f 
Section 21.

Comment. A  hea lth m a in tenance o rg a n iz a tio n combines severa l ch a ra c te r is tic s o f an in ­
surance ope ra tio n (in c lu d in g the need fo r fin a n c ia l re sp o n s ib ility , th e assum p tio n o f r is k 
and s im ila r ity  in m a rk e t in g  a c tiv it ie s ) w ith  the cha ra c te ris tic s o f a hea lth care d e liv e ry 
sys tem . Sec tion 4 p rov id es fo r the a u th o r iz a tio n  and re gu la tio n o f hea lth m a in tenance 
o rgan iza tio n s to be ea rned ou t th ro u g h e x is t in g  s ta te agencies. The c rea tio n o f a new 
agency spe c ific a lly fo r hea lth m a in tenance o rgan iza tio n s w ou ld unnecessa rily du p lic a te 
e x is t in g fu n c tio n s in  the s ta te insu rance and hea lth depa rtm en ts . I t  is fe lt th a t th e expe r­
tise o f the s ta te insu rance depa rtm en t on fis ca l and o the r re g u la to ry m a tte rs and the 
fa m il ia r ity  o f the s ta te hea lth de pa rtm e n t w ith  rega rd to hea lth m a tte rs shou ld b o th be 
u til iz e d in the re g u la tio n o f hea lth m a in tenance o rgan iza tio n s . To m in im ize a dm in is tra t iv e  
prob lem s, the p rim e re sp o n s ib il ity  fo r a dm in is tra t io n  i9 vested in  one agency— the in ­
surance de pa rtm e n t. How eve r, to  the e x te n t poss ib le , the re sp on s ib ilit ie s o f the tw o agen­
cies are c le a rly de fined w ith  the insu rance comm iss io ne r obuga ted to  re ly on th e hea lth 
de pa rtm e n t w ith  respec t to  the le tte r 's  sphere o f expe rtise .

Subsection ll) (b ) em powers the comm iss ione r o f pub lic hea lth to es tab lish and ap p ly s ta n ­
da rds o f q u a lity  conce rn ing hee lth care. Am o n g the a rgum en ts ra ised aga in s t q u a lity  con­
tro l are: (1) they m ay l im i t the num be r o f H M O 's w h ich w ill g e t s ta rte d . (2) q u a lity  
assurance procedu res w ill p rove to be expens ive and (3) such con tro ls w ill engender oppos i­
tio n from  ce rta in p rov id e rs . On the o th e r hand, e x is t in g  m ethods fo r q u a lity  c o n tro l are sa id 
to be fragm en ted and inadequa te . I f  the s ta te s are to au tho rize and encourage H M O ’s by 
th is le g is la tio n , th e y have an ob lig a tio n to  assure th a t the hea lth care serv ices p ro v id e d are 
o f reasonable q u a lity . Th is is p a r t ic u la r ly  tru e because o f the b u ilt - in  in cen tiv e fo r a fi H M O  
to re s tr ic t the u t i l iz a t io n  o f services due to  the incen tive s to s ta y w ith in  a fix e d budge t.
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i2) 'hi A hea lth m a in tenance o rg a n r s t io n  sha ll file notice, w ith  adequa te su p p o rtin g in fo r ­
m a tion . w ith  the comm iss ione r (d ire c to r, supe rin tenden t! p r io r to the exercise of any 
power g ran ted in Subsections (D ia l, (b l o r id l. The comm iss ione r id ire c to r . super­
in tenden t! sha ll d isapp rove such exerc ise o f power on ly if in his op in io n i t wou ld sub­
s ta n t ia lly  and adve rse ly a ffe c t th e finan c ia l soundness of the hea lth maintenance 
o rgan iza tio n hnd endanger its a b il i t y  to meet its  ob lig a tio n s . I f the comm iss ioner 
id ire c to r . supe rin tenden t) does n o t d isapp rove w ith in  lin s e r i number) days of the 
filin g , i t sha ll be deemed approved .

lb) The comm iss ione r (d ire c to r, supe rin tenden t) m ay p rom u lga te ru les and regu la tions 
exem p tin g from  the f i l in g  re qu irem en t o f Pa rag raph (a) those a c tiv it ie s ha v in g a de 
m in im is e ffec t.

C omm en t: The exercise o f a u th o r ity  g ran ted in Subsections 111(a). ( l l lb l and l l l l d l sha ll be sub jec t 
to d is a pp ro va l by the comm iss ione r w ith in  (in se r t number) days o f a f i l in g  by a health 
m a in tenance o rgan iza tio n . The comm iss ione r may p rom u lg a te ru les and regu la tio n s exem p tin g 
ce rta in co n tra c ts from  the fi l in g  requ irem en t where exercise o f the a u th o r ity  g ran ted in the sec­
t io n w ou ld have l i t t le  o r no e ffe c t on the fin a n c ia l co n d itio n and a b il i ty  to meet ob lig a tio n s o f the 
o rgan iza tio n .

Sec tion 6. G ove rn ing Body .

(1) The go ve rn in g body of any hea lth m a in tenance o rgan iza tio n may inc lude p rov id e rs , or 
o th e r in d iv id u a ls , o r bo th .

12) Such .o ve rn in g body sha ll es tab lish a m echan ism  to a ffo rd the enrollees an o p p o r tu n ity  to 
p a rt ic ip a te  in m a tte rs o f po licy and o p e ra tio n th ro u g h the es tab lishm en t of ad v iso ry 
pane ls , by th e use o f ad v is o ry re ferenda on m a jo r po lic y decis ions, o r th ro u g h the use o f 
o th e r mechan ism s.

C omm en t: W h ile Section 3(1) shou ld adequa te ly ove rrid e re s tr ic t iv e  laws re la ted to 
m em be rsh ip o f a go ve rn in g body, Sec tion 6(1) makes e x p lic it the pe rm iss ib le m em bersh ip o f 
such a group . The model b i l l does no t, howeve r, reou ire th a t a hea lth m a in tenance o rgan iza ­
tio n be consum er con tro lle d . I t  is expec ted th a t H M O 's con tro lle d in a va r ie ty o f w ays w ill 
be organ ized . W here o rgan iza tio n s are n o t consum er con tro lle d , i t  is believed th a t some 
means fo r en ro llee p a rt ic ip a tio n  shou ld be p ro v id ed . Fo r example , such m a tte rs as 
a v a ila b il i ty , a cce ss ib ility and c o n t in u ity  o f hea lth care services are fac to rs wh ich d ire c t ly  
c o n fro n t the consum ers and in w h ich the y have a p a rt.c u la r in te re s t. The d isc losure o f in fo r ­
m a tio n unde r o th e r sec tions is also designed to ass is t the consumers.

A rg um e n ts ag a in s t a ro le fo r the consum er inc lude : ID  such p a r t ic ip a t io n  is unnecessary 
and perhaps even ha rm fu l to  the e ff ic ie n t and pro fess iona l d e liv e ry o f hea lth care services.
(2) a consum er ro le w il l im pede the in it ia t io n  o f an HM O  since more people m us t be in vo lved 
and (3) consum ers can a lw ays seek a lte rn a tiv e hea lth care. The argum en ts fo r a consum er 
ro le seem more persuas ive . Theae inc lude (1) consum er p a r t ic ip a t io n  re su lts in a more 
respons ive o rg an iz a tio n , and (2) consum er p a r t ic ip a t io n  is no t the same as lay con tro l over 
the re nde rin g o f p ro fess iona l service.

Section 7. F idu c ia ry  Reaponaibilltlee.

(1) A n y d ire c to r , o ffice r, employee o r p a rtn e r o f a hea lth m a in tenance o rgan iza tio n who 
rece ives, co llec ts , d isbu rses , or in ves ts funds in connection w ith  the a c tiv it ie s o f such 
o rg a n iz a tio n sha ll be respons ib le fo r such funds in a fid u c ia ry re la tio n sh ip to  the o rga iu - 
za tion .

12) A  hea lth m a in tenance o rgan iza tio n sha ll m a in ta in  in force a fid e lity  bond on employees and 
o ffic e rs in an am o un t no t less than 1100.000 or such othe~ sum as may be prescribed b y the 
comm iss ione r Id ire c to r. supe rin tenden t). A l l such bonds sha ll be w r it te n  w ith  a t least a one- 
yea r d is co ve ry pe riod and i f  w r it te n  w ith  less th a n a three-year d iscove ry pe riod sha ll con­
ta in  a p ro v is io n th a t no cance lla tio n or te rm in a t io n  o f the bond, w he the r by o r a t the re-

3uest o f the in su re d o r by the u n de rw rite r , sha ll take e ffe c t p r io r to the e xp ira t io n o f 90 ays a fte r w r it te n  no tice o f such cance lla tio n or te rm in a t io n  has been file d w u n the com m is ­
s ione r (d ire c to r, supe rin tenden t) un less an ea rlie r da te o f such cance lla tion o r te rm in a t io n  is 
app roved by the comm iss io ne r id ire c to r . supe rin tenden t).
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lb ) Such charges m ay be es tab lished in accordance w ith  a c tu a r ia l p rin c ip le s fo r various 
categories o f enro llees, p ro v id ed th a t charges app licab le to an enrollee sha ll no t be 
in d iv id u a lly  de te rm ined based on the s ta tu s o f his hea lth . Howeve r, the charges sha ll 
no t be excessive, inadequa te , o r u n fa ir ly  d is c r im in a to ry . A  ce rt if ic a t io n , by a qua lifie d 
ac tu a ry o r o th e r q u a lif ie d person accep tab le to the comm iss ione r Id ire c to r, supe r­
in te n den t!. to the app rop ria teness o f the use o f th e charges, based on reasonable 
assum p tio ns , sh a ll accom pany the f i l in g  a long w ith  adequa te su p p o rtin g in fo rm a tio n .

13) T he comm iss io ne r (d ire c to r, supe rin tenden t) sha ll w ith in  a reasonable pe riod , app rove any 
fo rm  i f the re qu irem en ts o f Subsec tion I I ) are m e t and any schedu le o f charges i f  th e requ ire ­
m en ts o f Subsec tion l2) are m et. I t  sha ll be u n la w fu l to  issue such fo rm  or to  use such 
schedu le or charges u n t i l app roved . I f  the comm iss io ne r (d ire c to r, supe rin tenden t! d is ­
app roves such f i l in g , he sha ll n o t ify  the file r . In  the no tice , th e comm iss ione r (d irec to r, 
supe rin te n den t) sha ll spec ify the reasons fo r h is d is a p p ro va l. A  hea ring w ill be g ran ted 
w ith in  (in se rt num be r! days a fte r a reques t in  w r i t in g  b y the person filin g . I f the comm is­
s ione r id ire c to r . supe rin te n den t) does no t app rove any fo rm  o r schedule o f charges w ith in  
( in s e r t num ber) days o f the f i l in g  o f such fo rm s o r charges, the y sha ll be deemed approved .

(4) T he comm iss io ne r Id ire c to r. supe rin tenden t) m ay requ ire the subm iss ion o f w ha te ve r re le­
v a n t in fo rm a tio n  he deems necessary in d e te rm in in g  w he th e r to  app rove or d isapp rove a 
f i l in g  made pu rs u a n t to  th is Section .

C omm en t: S ubsec tion 111(a) requ ires th a t eve ry en ro llee be p ro v id e d w ith  ev idence o f 
cove rage and a llo ca te s the re sp o n s ib ility fo r p ro v id in g  th a t evidence. P a rag raph let 
es tab lishes re qu irem en ts w h ic h such evidence o f coverage m us t meet. The g roup con tra c ts 
to  be file d p u rs u a n t to  Sec tion 3(3)(f) are n o t su b je c t to  the s tanda rd s ana f i l in g  re­
q u irem en ts o f S ec tio n 8. since such g roup co n tra c ts are n o t issued to enro llees. Pa rag raph 
(d) c la r if ie s the re la tio n s h ip  between f i l in g  re qu irem en ts unde r th is  Sec tion and unde r the 
s ta te  insu rance o r h o sp ita l o r m ed ica l serv ice co rp o ra tio n law . F i l in g  is requ ire d unde r 
P a rag raph (b) un less th e fo rm  is a lready sub je c t to  f i l in g  re qu irem en ts unde r e x is t in g  s ta te 
law . H ow eve r, where e x is t in g  sta te law does no t ap p ly s ta nd a rd s as s t r ic t aa those con­
ta in e d in  Pa rag raph (c), such s tanda rd s are. in  e ffe c t, read in to  th e e x is t in g  law . Where the 
f i l in g  unde r s ta te  insu rance o r m ed ica l o r h o sp ita l se rv ice co rp o ra tio n law is requ ire d to 
m ee t s ta nd a rd s as s t r ic t as those in Pa rag raph (c). the fo rm e r w ou ld be app licab le . A  s ta te  
m ay w a n t P a rag raph (d) to be revised to maJce spec ific re ference to  e x is tin g s ta te  law s.

Subsec tion (2)(a) p rov id es fo r the f i l in g  o f charges fo r hea lth care services, i.e.. th a t p a r t o f 
th e bene fit package w h ich is p ro v id e d in th e fo rm  o f se rv ice v is -a -v is in d em n ity o r serv ice 
bene fits . Those p a rts o f the package p ro v id in g  bene fits unde r ag reem en t w ith  an insu rance 
com pany o r h o sp ita l o r m etrica l serv ice co rp o ra tio n w il l be sub je c t to re g u la tio n in acco r­
dance w ith  e x is t in g  laws.

P a rag raph lb) n e ith e r requ ires no r p ro h ib its  c om m u n ity ra t in g . Reasonable u n d e rw r it in g  
c la s s if ic a tio n s are p e rm it te d  fo r the purpose o f e s ta b lis h in g the charges. D if fe re n t charges 
m ay be im posed on d if fe re n t g roups o f enrollees. Such a r ig id  re qu irem en t as c om m u n ity 
ra t in g  w ou ld appea r to  be in a p p ro p r ia te when the com pe tin g fin a n c in g mechan ism s are no t 
su b je c t to  such a co n s tra in t. T ne com p e tit iv e  d is a d va n ta ge w h ich such requ irem en t m ig h t 
im pose cou ld im pede the deve lo pm en t o f H M O 's .

Because o f its  som ew ha t d if fe re n t na tu re , an H M O  is n o t requ ired by th is A c t to mee t 
rese rve re qu irem en ts s im ila r to  those im posed on insu rance companies. Thus i t  is im p o r ta n t 
th a t the charges be se t a t an adequa te level. The re q u irem en t fo r c e rt if ic a t io n  by an a c tu a ry 
o r o th e r q u a lif ie d person a lon g w ith  su p p o rt in g  in fo rm a t io n  is in tended to ass is t the com - 
m iss*oner in d e te rm in in g  adequacy. In a p p ly in g  the s ta nd a rd o f excessive, inadequa te , o r 
u n fa ir ly  d is c r im in a to ry , i t is con tem p la ted th ' . t th e comm iss io ne r m ay consider the am oun t 
necessary to assure a reasonab le re tu rn  on th e in i t ia l and subsequen t cap ita l in ves ted and 
an am oun t needed to accum u la te adequa te funds to s ta b iliz e the leve l o f charges d fra ins t 
f lu c tu a t io n  due to in f la t io n , changes in m ed ica l te chn o lo g y and re la ted causes.
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Comment: E ve ry hea lth m a in tenance o rgan iza tio n is requ ired to es tab lish a com p la in t system to 
prov id e reasonable procedu res fo r the d isp o s it io n o f com p la in ts . The o rgan iza tio n s may be ex­
pected to receive tw o types o f com p la in ts . One typ e is re la ted to the basic hea lth care services or 
ad d itio n a l services fu rn ish ed by it . The o th e r type is re la ted to th a t p o rt io n o f the coverage in ad ­
d it io n  to basic hea lth care serv ices which i9 prov id ed by insurance , ho sp ita l o r med ica l service 
co rpo ra tio ns , o r some means o th e r than be ing fu rn ish ed by the o rgan iza tio n , Fo r com p la in ts a r is ­
in g from  hea lth care services, the a dm in is tra t iv e  procedure to hand le com p la in ts shou ld p rov ide 
the mechan ism th ro u g h w h ich enrollees receive a fa ir and p rope r o p p o r tu n ity  to have th e ir cases 
heard, in c lu d in g the use o f b in d in g a rb itra t io n  as a means o f re so lv in g c la im s conce rn ing 
coverage. For com p la in ts re g a rd in g bene fits ove r w h ich the hea lth m a in tenance o rgan iza tio n has 
no d ire c t co n tro l such as those po rtio ns o f the bene fit package w h ich are covered by insurance, 
the hea lth m a in tenance o rg an iza tio n is respons ib le on ly fo r m a in ta in in g s ta t is t ic a l in fo rm a tio n 
and tra n sm it t in g  the com p la in ts to the persons respons ib le .

In  es ta b lis h in g the fo rm a t fo r records and re po rts pu rs u a n t to th is Section , the comm iss ione r 
m ay w an t to requ ire d isc lo su re s im ila r to th a t p rov id ed fo r unde r the N A IC  Mode l U n fa ir TVade 
P rac tices A c t. Section 4110) o f th a t A c t requ ires, am ong o th e r da ta , a reco rd o f to ta l num be r o f 
com p la in ts since the la s t exam ina tio n , the na tu re o f each com p la in t, the d isp o s itio n o f the com ­
p la in t. and the tim e i t  took to process each com p la in t. (See 1972 N A IC  Proceedings I 443).

Section 12. In v e s tm en ts .

W ith  the excep tion o f in ve s tm en ts made in accordance w ith  Section 5(l)(a ) and lb) and Sec tion 
5(2), the funds o f a hea lth m a in tenance o rg a n iz a tio n sha ll be inves ted o n ly in secu ritie s o r o th e r 
in ve s tm en ts p e rm itte d by the laws o f th is S ta te fo r the in v e s tm e n t o f assets c o n s t itu t in g  the 
lega l reserves o f life insu rance companies o r such o th e r secu ritie s o r in ve s tm en ts as the com m is ­
s ione r (d ire c to r, supe rin te n den t) m ay pe rm it.

C omm en t: L ife and he a lth in su re rs are sub je c t to s ta tu to ry  in v e s tm e n t requ irem en ts designed to 
assure conse rva tism  and l iq u id i ty  in the ha nd lin g o f the in su re r 's funds . Sound fin a n c ia l manage­
m e n t is an im p o r ta n t e lem en t in  the va riab le op e ra tio n o f an H M O . F u rth e rm o re , i t  is c o n tra ry to  
the in te n t o f th is b il l to  fo s te r cond itio n s w h ich w ou ld enable an H M O  to  be used as a " f r o n t "  fo r 
a specu la tive in v e s tm e n t ope ra tio n . A t the same tim e , however, i t  is recogn ized th a t fo r an HM O  
to n i l f i l l its  expected fu n c tio n s , i t  m ay be bo th des irab le and necessary fo r the HM O  to in ve s t a 
p o r t io n  o f its  ca p ita l funds in fa c ilit ie s and serv ices to b e tte r enable i t  to  meet its  ob lig a tio n s . 
Such in ve s tm en ts may n o t con fo rm  to the tra d it io n a l insu rance law  in ve s tm e n t lim ita t io n s . Con­
sequen tly . th is s e tt io n  excep ts th is type o f in v e s tm e n t when app roved b y the comm iss ione r in 
accordance w ith  the s ta nd a rd s se t o u t in Section 512).

Section  13. P ro tec tion  A g a in s t Insolvency.

11) Unless o the rw ise p ro v id e d below, each hea lth m a in tenance o rg a n ira t io n  sha ll depos it w ith  
the comm iss io ne r (d ire c to r, supe rin tenden t! o r w ith  any o rg a n iz a tio n o r tru s te e accep tab le 
to h im  th ro u g h w h ich a cu s to d ia l o r co n tro lle d accoun t is u tiliz e d , cash, secu ritie s , o r any 
com b ina tio n o f these o r o th e r measures that, is accep tab le to h im  in th e am oun t set fo r th  in  
th is section.

12) The am oun t fo r an o rg a n iz a tio n th a t is be g in n in g ope ra tio n sha ll be the g rea te r of: la) fiv e 
pe rcen t 15%) o f its  e s tim a te d expend itu res fo r hea lth care serv ices fo r its  f i r s t year o f opera­
tio n . (b) tw ice its  e s tim a te d average m o n th ly uncovered expe nd itu re s fo r its  f ir s t yea r o f 
ope ra tion o r (c) $ 100,000.

A t the beg in n in g o f each succeedir g year, un less no t app licab le , the o rg an iza tio n sha ll 
depos it w ith  the comm iss io ne r (d ir ' c to r. supe rin te n den t) o r o rg a n iz a tio n o r tru s tee , cash, 
secu rities , o r any com b in a tio n of these o r o th e r measures accep tab le to the comm iss ione r 
(d ire c to r, supe rin ten den t), in an am oun t equa l to  fou r pe rcen t 14%) o f its  es tim a ted annua l 
uncovered expend itu re s fo r th a t year.

13) Unless no t app licab le , an o rgan iza tio n th a t is in ope ra tio n on the e ffe c tiv e da te o f t f l is  sec­
tio n sha ll m tx e  a depos it equal to the la rg e r o f: la) one pe rcen t (1%) o f the preced ing 12 
m on ths uncovered expend itu re s , o r lb ! $ 100,000 on the f i r s t day o f the fisca l year beg inn in g 
six 16) m on th s or m ore a fte r the e ffe c tive da te o f th is section .
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Commen t. Even th o u g h ve ry serious prob lem s can arise i f a hea lth m a in tenance organ iza ­
t io n  de fau lts on its  con tra c ts , fisca l con tro l o f hea lth m a in tenance o rgan iza tio n s in a man­
ner com parab le to th a t app lied to insurance companies appears in a p p ro p r ia te in v iew of the 
serv ice na tu re of such o rgan iza tio n s . The best p ro te c tio n fo r enrollees is a fin a n c ia lly sound 
o rgan iza tio n th a t genera tes net income. H ow eve r, beg in n in g hea lth m a in tenance organ iza ­
tio n s are o fte n sm a ll businesses w ith  lim ite d  fin a n c ia l resources th a t w il l sus ta in ope ra tin g 
losses in th e ir ea rly years. Unreasonab ly h igh s ta r t in g  ca p ita l o r reserve requ irem en ts may 
p re ve n t some o rg a n iz a tio n from  s ta r t in g  o r m ay un reasonab ly tie up the cap ita l o f those 
th a t do. There fo re , th is Sec tion prov ides fo r a s tru c tu re d  b u t fle x ib le app roach to p ro te c tin g 
a g a in s t inso lvency . I t  requ ires the m a in tenance o f a m in im um  cap ita l accoun t, a depos it o f 
cash o r securities in a m in im um  account, and th e o rg a n iz a tio n s gene ra tio n o f ad d itio n a l 
am oun ts annua lly as a source o f funds to meet i ts  co n tra c tu a l o b lig a tio n s to the enrollees in 
the even t o f in so lvency . The comm iss ione r m ay w a ive a ll o r p a rt o f these requ irem en ts 
when sa tis fie d th a t the o rgan iza tio n has s u ff ic ie n t ne t w o r th  or an adequate h is to ry o f 
gene ra tin g ne t incom e to assure its  v ia b i l ity . The requ irem en ts m ay also be w a ived i f the 
hea lth m a in tenance o rg a n iz a tio n s pe rfo rm ance is guaran teed by ano the r fin a n c ia lly s tro n g 
o rgan iza tio n .

The section re la tes the depos it requ irem en ts to  the am oun t o f the hea lth main tenance 
o rg a n iz a tio n 's uncove red expend itu res . T h is am oun t w il l v a ry depend ing upon the t /p e  o f 
o rg an iza tio n and th e na tu re o f its  a rrangem en ts w ith  p rov id e rs . Fo r exam p le , the ph ys i­
c ians o f the s ta f f o f the o rg a n iz a tio n or a c o n tra c t in g  m ed ica l group o r in d iv id u a l p rac tice 
assoc ia tion m ay agree to look on ly to the o rg a n iz a tio n fo r pa ym en t o f serv ices p rov id ed to 
the o rg a n iz a tio n ’s enro llees and agree n o t to b i l l them  in th e even t o f in so lv e n cy .* A n 
o rg a n iz a tio n cou ld have insu rance fo r a ll o r p a r t o f its  h o sp ita liz a tio n expense o r ano the r 
o rg a n iz a tio n cou ld agree to guaran tee th a t th e lia b ili t ie s  o f the hea lth main tenance 
o rg a n iz a tio n are m et.

In  a ll such cases, i t  is recommended th a t th e c o n tra c tu a l p ro v is io n requ ire the p ro v id e r or 
g u a ra n to r to n o t ify  the comm iss ione r i f the p ro v is io n o r insu rance is m od ifie d o r no longer 
in  e ffe c t or i f p a ym e n t on the co n tra c t o r p o lic y has no t been made in a reasonable pe riod o f 
tim e . (Section 3(5) requ ire s p r io r n o tif ic a t io n  o f cance lla tio n o f any re insurance .) T h is can 
p ro v id e an ea rly w a rn in g o f poss ib le adverse changes in the hea lth m a in tenance organ iza ­
t io n 's  fin an c ia l p o s it io n . In  add itio n , the s ta tu s o f such p ro v is io n s o r po lic ies shou ld be 
covered in annua l in te rro g a to r ie s to  the o rg an iza tio n .

T he requ irem en t in  Subsec tion (8) fo r a c a p ita l accoun t o n ly app lies to o rgan iza tio n s l i ­
censed a fte r the e ffe c tiv e da te o f the subsection . Thus, the ca p ita l accoun t requ irem en t 
w ou ld have to be ta ken in to  cons ide ra tion by persons s ta r t in g  a new HM O . I f  a s ta te w ishes 
to ap p ly the re qu irem en t to e x is t in g  H M O ’s. i t  shou ld a llow  fo r an ap p ro p r ia te phase-in 
pe riod .

I t  is believed th a t these p rov is ion s and the re la te d p ro v is io n s o f Section 4121(d), in c lu d in g 
po ss ib le insurance backup arrangem en ts , p ro v id e adequa te assurances. The fa ilu re to  p ro ­
v ide assurances as re qu ire d wou ld sub je c t the he a lth m a in tenance o rg a n iz a tio n to suspen­
s ion o r re vo ca tio n o f its  u .c i f ic a te  o f a u th o r i ty  unde r Sec tion 18.

S ec tion 14. P ro h ib ite d P rac tices .

11) N o hea lth m a in tenance o rgan iza tio n , or re p re se n ta tiv e the reo f, may cause o r kn ow in g ly 
p e rm it *he use o f a d v e r t is in g  wh ich is un tru e or m is le ad in g , s o lic ita t io n  wh ich is u n tru e or 
m is le ad in g , o r any fo rm  o f evidence o f coverage w h ich is decep tive . Fo r purposes o f th is ac t:

(a) A  s ta tem en t o r item  o f in fo rm a tio n sha ll be deemed to be u n tru e i f i t does no t con fo rm  
to fac t in  any respec t w h ich is o r may be s ig n if ic a n t to an enro llee of. o r person con ­
s id e rin g e n ro llm e n t w ith  a hea lth m a in tenance o rgan iza tio n :

*A  P ro v is io n to accom p lish th is m ig h t read:
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(2) The comm iss ione r (d ire c to r, supe rin tenden t! m ay by ru le exem p t ce rta in classes o f persons 
from  the re qu irem en t o f ob ta in in g a license:

la) I f  the fu n c tio n s the y pe rfo rm  do no t re qu ire specia l competence, tru s tw o rth in e s s o r 
the re g u la to ry su rve illance made poss ib le b y licens ing ; o r

ib) I f o th e r e x is t in g  safeguards make re g u la tio n unnecessary.

Sec tion 16. Powers o f In su re rs and (H o sp ita l and M ed ica l Serv ice C o rpo ra tions ).

(1) A n insu rance com pany licensed in th is s ta te , o r a (hosp ita l o r m ed ica l serv ice co rpo ra tio n ) 
au tho rized to do business in th is S ta te , m ay e ith e r d ire c t ly  o r th ro u g h a sub s id ia ry o r a f f i l ­
ia te o rgan ize and ope ra te a hea lth m a in tenance o rgan iza tio n unde r the p ro v is io n s o f th is 
act. N o tw ith s ta n d in g  any o the r law w h ich m ay be in co n s is te n t he rew ith , an y tw o o r more 
such insurance compan ies, (hosp ita ls o r m ed ica l serv ice co rpo ra tio ns ), or subs id ia r ie s or 
a ff i l ia te s the reo f, m ay jo in t ly  organ ize and ope ra te a hea lth m a in tenance o rg a n iz a tio n . The 
business o f insu rance is deemed to in c lude the p ro v id in g  o f hea lth care by a hea lth 
m a in tenance o rg a n iz a tio n owned o r opera ted b y an in su re r o r a sub s id ia ry the reo f.

(2) N o tw ith s ta n d in g  a n y p ro v is io n o f insu rance and (hosp ita l o r m ed ica l serv ice co rpo ra tio n ) 
laws (c ita tio n s ), an in s u re r o r a (hosp ita l o r m ed ica l serv ice co rp o ra tio n ) may c o n tra c t w ith  a 
hea lth m a in tenance o rgan iza tio n to p ro v id e insu rance o r s im ila r p ro te c tio n a g a in s t th e cost 
o f care p rov id ed th ro u g h hea lth m a in tenance o rgan iza tio n s and to p ro v id e coverage in  the 
even t o f the fa ilu re o f the health m a in tenance o rg a n iz a tio n to m ee t i t s  ob lig a tio n s .

The enro llees o f a hea lth main tenance o rg a n iz a tio n c o n s t itu te  a pe rm iss ib le g ro up unde r 
such laws. Am on g o th e r th ing s , unde r such con tra c ts , the in su re r o r (h o sp ita l o r m ed ica l 
serv ice co rp o ra tio n ) m ay make be ne fit pa ym en ts to hea lth m a in tenance o rg an iz a tio n s fo r 
hea lth care serv ices rendered by p ro v id e rs .

C omm en t: S ubsec tion (2) overrides the g ro up law s to  p e rm it an in su re r o r a ho sp ita l o r 
m ed ica l serv ice co rp o ra tio n to p ro v id e coverage p ro te c tin g enro llees o f an H M O . Th is 
a u th o r i ty  is in te n ded to p e rm it insu re rs and the serv ice co rp o ra tio n s to w r ite  coverage (1; to 
f i l l th e gaps w h ich the p rov id e rs o f hea lth care services do n o t p rov ide , (2) to p rov id e 
coverage in excess o f the services p ro v id ed , 13) to  cover ca ta s tro phe s itu a tio n s . (4) to p ro ­
v ide p ro te c tio n to th e enrollees in th e even t the H M O  becomes in s o lv e n t, and (5) to p rov ide 
coverage aga in s t th e cos t o f hea lth care serv ices as th e hea lth m a in tenance o rg an iza tio n 
deems necessary. T h is  sec tion m ig h t also be re d ra fte d to make spec ific re ference to th e rele­
v a n t Section o f e x is t in g  law .

Section  17. E xam in a tio n .

(1) The comm iss io ne r (d ire c to r , supe rin tenden t) m ay make an e xam in a tio n o f the a ffa irs o f any 
hea lth m a in tenance o rg an iza tio n and p ro v id e rs w ith  w hom such o rg a n iz a tio n has con­
tra c ts . agreem ents , o r o th e r arrangem en ts as o fte n as is reasonab ly necessary fo r th e p ro ­
te c tio n o f the in te re s ts o f th e people o f th is  Stave b u t n o t less fre q u e n tly th a n once every 
three years .

(2) The (comm iss ione r o f pu b lic health) m ay m ake an exam in a tio n conce rn ing th e q u a lity  o f 
hea lth care serv ice o f any hea lth m a in tenance o rg a n iz a tio n and p ro v id e rs w ith  whom such 
o rg a n iz a tio n has co n tra c ts , agreements, o r o th e r a rrangem en ts as o fte n as is reasonab ly 
necessary fo r the p ro te c tio n  o f the in te re s ts o f the people o f th is  S ta te b u t n o t lese fre ­
q u e n t ly  than once eve ry th ree years.

(3) E ve ry hea lth m a in tenance o rgan iza tio n and p ro v id e r sha ll s u bm it its  re le va n t books and 
reco rds fo r such exam in a tio n s and in every w ay fa c il ita te  them . F o r the purpose o f exam ina ­
tio n s , th e comm iss io ne r id ire c to r . supe rin te n den t) and the (comm iss ione r o f p u b lic hea lth ) 
m ay adm in is te r oa ths to. and exam ine the o ffic e rs and agen ts o f the hea lth m a in tenance 
o rg a n iz a tio n and the p rin c ip a ls of such p ro v id e rs conce rn ing th e ir business.
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121 A ce rt if ic a te  o f a u th o r ity  sha ll be suspended o r revoked on ly a fte r com p liance w ith the re­
qu irem en ts o f Sec tio n 21.

13) W hen the c e r t if ic a te  o f a u th o r ity  o f a hea lth m a in tenance o rg a n iz a tio n is suspended, the 
hea lth m a in tenance o rg an iza tio n sha ll no t. d u r in g  the pe riod o f such suspension , en ro ll any 
a d d it io n a l enro llees excep t newborn ch ild re n o r o th e r new ly acqu ired dependents of e x is t in g 
enrollees. and sha ll n o t engage in any a d ve r t is in g  or s o lic ita t io n  whatsoever.

(4) W hen the ce r t if ic a te  o f a u th o r ity  o f a hea lth m a in tenance o rg an iza tio n is revoked, such 
o rg an iza tio n sh a ll proceed, im m ed ia te ly fo llo w in g  the e ffe c tiv e da te o f the o rde r of revoca­
tio n , to w ind up its a ffa irs , and sha ll conduc t no fu r th e r business excep t as may be essen tia l 
to the o rd e r ly conc lus ion o f the a ffa irs o f such o rgan iza tio n . I t  sh i 1 engage in no fu r th e r 
a d ve rt is in g o r so lic ita t io n  whatsoever. The comm iss ione r (d ire c to r, supe rin tenden t) may, 
b y w r it te n  o rde r, p e rm it such fu r th e r ope ra tio n o f the o rg a n iz a tio n as he may fin d  to be in 
the best in te re s t o f enro llees, to the end th a t enro llees w i l l be a ffo rded th e g rea te s t p ra c tica l 
o p p o r tu n ity  to  o b ta in  co n tin u in g hea lth care coverage.

Sec tion 19. R eh a b ilita t io n , L iq u id a tio n , o r C onse rva tion o f a H ea lth  M a in tenance O rgan iza tio n .

(1) A n y re h a b ilita t io n , liq u id a t io n  or conse rva tion o f a hea lth m a in tenance o rgan iza tio n sha ll 
be deemed to be the re h a b ilita t io n , liq u id a tio n , o r conse rva tio n o f an insu rance company 
and sha ll be conduc ted unde r the supe rv is io n o f th e comm ias iono r (d ire c to r, supe rin tenden t) 
p u rs u a n t to th e law g o ve rn in g the re h a b ili ' it io n , liq u id a tio n , o r conse rva tion o f insurance 
compan ies . T he comm iss io ne r (d irec to r, supe rin te n den t) m ay app ly fo r an o rd e r d ire c tin g 
h im  to re h a b ilita te , liq u id a te , o r conserve a hea lth m a in tenance o rg a n iz a tio n upon any one 
o r more g rounds set o u t in (c ite sections r « s ta te re h a b il i ta t io n  law ), o r when in  his op in io n 
the con tin u ed op e ra tio n o f th e hea lth n r  ̂  .nance o rg a n iz a tio n w ou ld be hazardous e ith e r 
to th e enro llees o r to th e people o f th is sta . En ro llees sh a ll have the same p r io r i t y  in  the 
even t o f liq u id a t io n  o r re h a b ilita t io n  as the law p rov id es to  po lic yho ld e rs o f an insu re r.

(2) A  c la im  b y a he a lth ca re p ro v id e r fo r an uncove red e xpe nd itu re has the same p r io r i ty  as an 
en ro llee , p ro v id e d such p ro v id e r o f serv ices agrees no t to asse rt such Ha im aga in s t any 
en ro llee o f the hea lth m a in tenance o rgan iza tio n .

C omm en t. Sec tio n 19 p rov id es fo r the re h a b ilita t io n , liq u id a t io n , o r conse rva tio n o f hea lth 
m a in tenance o rg a n iz a tio n s to be ca rried o u t by th e C omm iss ione r unde r s ta te laws a p p li­
cab le to insu rance companies. Inasm uch as a ll s ta te s have e x is t in g  a u th o r ity , i t  is fe lt th a t 
th e use o f such s ta tu te s w ou ld be ap p ro p ria te and w ou ld avo id th e necessity o f deve lop ing 
new a dm in is tra t iv e  procedu res app licab le o n ly to hea lth m a in tenance o rgan iza tio n s . 
S ubsec tion (2) is designed to p rov id e the m ax im um  p ro te c tio n fo r enro llees by pa y in g those 
p ro v id e rs th a t can b i l l the enro llee before those th a t have agreed no t to . H ow eve r, in o rde r 
to o b ta in  th is p r io r i t y , the p ro v id e r m us t agree th a t th e pa ym en t fu l ly  d ischarges the 
o b lig a t io n  o f th e enro llee . In c id e n ta lly , the N A IC  has recommended the adop tio n o f a model 
liq u id a t io n  and re h a b il i ta t io n  ac t (See 1968 N A IC  Proceed ings I 214).

Sec tion 20. R egu la tio n s .

The com m iss io ne r (d ire c to r, supe rin tenden t) m ay , a f te r no ‘.ice and hearing , p rom u lga te
reasonab le ru le s and re gu la tio n s , as are necessary o r p rope r to  c u rry o u t the p ro v is io n s o f th is
A c t. Such ru le s and re g u la tio n s sh a ll be sub je c t to re v iew in  accordance w ith  (in se r t section
num be r p ro v id in g  fo r re v iew  o f a dm in is tra t iv e  orders).

S ec tion 21. A d m in is t r a t iv e  Procedures.

(1) W hen th e com m iss io ne r Id ire c to r, supe rin tenden t) has cause to be lieve th a t grounds fo r the 
den ia l o f an a p p lic a t io n  fo r a ce rt if ic a te  o f a u th o r i ty  ex is t, o r th a t g rounds fo r the suspen­
s ion or re vo ca tio n o f a c e r t if ic a te  o f a u th o r i ty  e x is t, he sha ll n o t ify  the hea lth m a in tenance 
o rg a n iz a tio n and the (comm iss ione r o f pu b lic hea lth ) in w r i t in g  spec ifica lly s ta t in g  the

5rounds fo r den ia l, suspens ion , o r revo ca tion and fix in g  a tim e o f a t leas t (in se rt number) 
ays th e re a fte r fo r a hea ring on the m a tte r.
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i l l  T he comm iss io ne r Id ire c to r. supe rin te n den t) may, in lieu o f suspension o r revoca tion o f a 
ce rt if ic a te  o f a u th o r i ty  unde r Section 18. le v y an a dm in is tra t iv e  pe na lty in an am oun t no t 
less than (in se r t am oun t) d o lla rs nor more th a n lin s e r t am oun t) do lla rs , i f  reasonable no tice 
in w r it in g  is g iv e n o f th e in te n t to le vy the pe na lty and the hea lth m a in tenance o rgan iza tio n 
has a reasonable tim e w ith in  w h ich to rem edy the de fec t in  its  ope ra tion s wh ich gave rise to 
th e pena lty c ita t io n . The comm iss ione r Id ire c to r. supe rin te n den t) may augm en t th is pen­
a l ty  by an am o un t equa l to the sum th a t he ca lcu la tes to be the damages suffe red by 
eru'ollees or o th e r members o f the pub lic .

(2) la) I f the comm iss io ne r (d ire c to r, supe rin te n den t) o r the (comm iss ione r of pu b lic hea lth )
sha ll fo r a n y reason have cause to be lieve th a t any v io la t io n  o f th is a c t has occu rred or 
is th rea tened , the comm iss ione r (d ire c to r, supe rin tenden t) o r (comm iss ione r o f pub lic 
hea lth ) m ay g ive no tice to  the hea lth m a in tenance o rg a n iz a tio n and to th e represen­
ta tiv e s . o r o th e r persons who appear to be in vo lv e d in such suspected v io la tio n , to a r­
range a confe rence w ith  the alleged v io la to rs o r th e ir au tho rized rep resen ta tives fo r 
the pu rpose o f a tte m p t in g  to asce rta in the fac ts re la t in g  to such suspected v io la tio n , 
and. in the even t i t  appears th a t any v io la t io n  has occu rred o r is th rea tened , to a rr iv e 
a t an adequa te and e ffe c tiv e means o f co rre c tin g or p re v e n tin g  such v io la tio n .

(b) Proceed ings unde r th is  subsec tion sha ll n o t be gove rned by any fo rm a l p rocedu ra l re­
qu irem en ts . and m ay be conduc ted in  such m anne r as the comm iss ione r (d ire c to r, 
supe rin tenden t) o r the (comm iss ione r o f pu b lic hea lth ) may deem ap p ro p ria te unde r 
the c ircum s tances . H ow eve r, un less consen ted to  by th e hea lth m a in tenance o rgan iza ­
tion . no ru le o r o rd e r m ay re su lt from  a conference u n t i l the requ irem en ts o f th is sec­
tio n o r Sec tio n 21 o f th is a c t are sa tis fie d .

(3) (a) The com m iss io ne r (d ire c to r, supe rin tenden t) m ay issue an o rde r d ire c t in g  a hea lth
m a in tenance o rg a n iz a tio n o r a re p re se n ta tiv e o f a he a lth m a in tenance o rgan iza tio n to 
cease and de s is t from  engag ing in  any a c t o r p ra c tic e in  v io la t io n  o f the p rov is ions o f 
th is ac t.

(b) W ith in  lin s e r t num ber) o f days a fte r se rv ice o f the cease and des is t o rde r, th e respon­
den t m ay reques t a hea rin g on the que s tio n o f w he th e r ac ts o r p rac tice s in v io la t io n  o f 
th is A c t have occu rred . Such hearings sh a ll be conduc ted pu rsu a n t to  (c ite Sections o f 
S ta te A d m in is t r a t iv e  Procedure A c t) , an d ju d ic ia l re v iew  sh a ll be ava ilab le as p ro ­
v ided by (c ite sections o f S ta te A d m in is t r a t iv e  Procedure A c t) .

(4) In the case o f a n y v io la t io n  o f the p ro v is io n s o f th is  act, i f  the comm iss ione r (d ire c to r, 
supe rin tenden t) e lec ts n o t to issue a cease and des is t o rde r, o r in th w e n t o f non- 
com p liance w ith  a cease and des is t o rde r issued p u rs u a n t to  Subsec tion comm is ­
s ione r Id ire c to r, supe rin te n d e n t) may in s t i tu te  a proceed ing to o b ta in  in ju ..v <s o r o th e r 
ap p ro p ria te re lie f in  the (name o f co u r t o f p r im a ry  ju r is d ic t io n  fo r ac tio n s o f ttu s na tu re ).

C omm en t: Sec tions 23(3) and 23(4) au tho rize th e com m iss io ne r to issue a cease and des is t 
o rd e r and to a p p ly  fo r in ju n c t iv e  re lie f. W hen the com m iss io ne r is n o t g ran ted such 
s ta tu to ry  powers , the language shou ld be m od ifie d to p ro v id e fo r the legal steps to be taken 
by th e a tto rn e y genera l o r o th e r app ro p ria te s ta te  o ff ic ia l.

Section 24. S ta tu to ry  C o n s tru c tio n  and  R e la tion sh ip  to O th e r L aw s.

(1) E xce p t as o th e rw is e p ro v id ed in th is ac t. p ro v is io n s o f the insu rance law and p rov is ion s o f 
(h o sp ita l o r m ed ica l serv ice co rp o ra tio n ) law s sha ll no t be app licab le to any hea lth 
m a in tenance o rg a n iz a tio n g ra n te d a c e r t if ic a te  o f a u th o r ity  unde r th is  act. Th is p ro v is io n 
sha ll no t ap p ly to  an in su re r o r (h osp ita l o r m ed ica l se rv ice co rp o ra tio n ! licensed and 
r e f la t e d  p u rs u a n t to the insu rance law o r the (h o sp ita l or m ed ica l serv ice co rp o ra tio e l laws 
o f th is  S ta te excep t w ith  respec t to its  hea lth m a in tenance o rgan iza tio n a c t iv it ie s a u th ­
o rized and re gu la te d p u rs u a n t to  th is ac t.

Section 23. Penalties and Enforcement.
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Each em p loye r, pu b lic o r p r iv a te , in th is s ta te which o ffe rs its  employees a hea lth bene fit plan 
and em p loys no t less th a n tw en ty - fiv e employees, and each employee bene fit fund in th is sta te 
wh ich o ffe rs its members any fo rm  o f hea lth bene fit, sha ll make a va ila b le to and in fo rm  its 
employees o r members o f the op tio n to en ro ll in  a t least one hea lth m a in tenance o rgan iza tio n 
ho ld in g a va lid ce rt if ic a te  of a u th o r ity  wh ich prov ides hea lth care serv ices in the geograph ic 
areas in w h ich a sub s ta n tia l num be r o f such employees or members reside . W here the re is a 
p re v a ilin g co lle c tive ba rg a in in g agreement, the se lection o f the hea lth m a in tenance 
organ iza tion ts ) to be made ava ila b le to the employees sha ll be made unde r the agreement.

No em p lo ye r in th is sta te sha ll be requ ired to pay more fo r hea lth bene fits as a re su lt o f the a p p li­
ca tio n o f th is sec tion than w ou ld o the rw ise be requ ired by any p re v a ilin g co lle c tive ba rg a in in g 
agreem en t o r o the r c o n tra c t fo r the p ro v is io n o f hea lth bene fits to its  employees, p ro v id ed th a t 
the em p lo ye r or bene fits fu n d sha ll pay to the hea lth m a in tenance o rg a n iz a tio n chosen by each 
employee o r member an am oun t equa l fo the lesser of (a) the am oun t pa id on beha lf o f its  o th e r 
employees o r members fo r hea lth bene fits o r (b) th e hea lth m a in tenance o rg an iza tio n 's charge fo r 
coverage approved b y the comm iss ione r id ire c to r . supe rin tenden t) pu rsu a n t to  Section 8 o f th is 
act.

C omm en t: T h is Sec tion is s im ila r to Section 1310 o f the federa l H M O  A c t. b u t ex tends the dua l 
choice re qu irem en t to  sta te Licensed HM O 's . The licens ing requ irem en ts o f th is ac t are less s t r in ­
ge n t th a n  the federa l requ irem en ts , so th is p ro v is io n w ill ass is t in  the de ve lo pm en t and g row th  o f 
s ta te licensed H M O 's .

S ec tion 30. S e ve ra b ility .

I f  any sec tion , te rm , o r p ro v is io n o f th is  ac t sha ll be ad judged in v a lid  fo r any reason, such ju d g ­
m en t shaL no t a ffe c t, im pa ir, o r in va lid a te any o th e r section , te rm , or p ro v is io n o f th is  se t, b u t 
the rem a in in g sec tions , te rm s and p ro v is io n s sha ll be and rem a in in  fu l l force and e ffe c t.

Section 29. Dual Choice.

Legislative H istory i a l l  references a r t  to tht Preset.dinti o f  the ,VA1C .

1973 Proc. I  9. 11 141. 192. 202-222 (adopted).
1973 Proc. U  139 (synopsis o f model).
1974 Proc. 1 12. 14. 405. 413 (amended).
1982 Proc. I  19. 28. 431. 498-199. 530-554 I revised  and reprinted).

CopjniM 19M NAIC 430-25
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The date m  parentheses 

amendments,

NAIC M E M B E R

Alabama

Alaska

Arizona

Arkansas

California

Colorado

Connecticut

Ceiaware

M O D E L  H E A L T H  M A I N T E N A N C E  O R G A N I Z A T I O N  A C T

is the effective date of the legislation or regulation, with latest

D.C.

Ponda

Georgia

G u a m

Hawaii

'daho

M O D E L S I M I L A R  LEGIS.

ALA. C O D E  §§ 27-21 A-1 
T O  27-21A-32 (1986).

N O  A C T I O N  T O  C A T E

ARK. STAT. ANN. §§ 66-5201 to 

66-5228 (197S1987).

C OLO. REV. STAT. §§ 10-17-101 to 
10-17-115 (1963/1986).

H B  99 Model pending 
(1987).

N O  A C T I O N  T O  D A T E

GA. C O D E  ANN. §§ 33-21-1 

(0 33-22-28 (1979.1986).

N O  A CTION T O  C A T E

N O  A CTION T Q  C A T E

R E L A T E D  L5G1S-REGS.

ARIZ. REV. STAT. ANN. §§ 20-1051 to 

20-1069 (1973.1985) "Health Care 
Service Organizations".

C A L  H E A L T H  & S A F E T Y  C O D E  §§ 13* 
to 1399.64 (1979' 1986) ("Knox-Keene 

Health Care Services Plan").

C O N N .  GEN. STAT. §§ 33-179a to 

33-179t (1971 1987) "'Health Care 
Centers".

O E L  C O D E  ANN. tit. 16 

§§ 9101 to 9118 (1982).
See also tit. 18 §§ 6401 to 
6406 (1987).

FLA. STAT. §§ 641 17 to 641.33 
(198S1987).

'DAHO C C C E  |§ 41-3S01 to 
41-3934(19741985). -

NAIC Capynght 1987 430-
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NA I C  M E M B E R

Illinois

Indiana

lowa

Kansas

Kentucky

Louisiana

Maine

Maryland

Massachusetts

Michigan

Minnesota

Mississippi

Missoun

Montana

M O D E L  H E A L T H  M A I N T E N A N C E  O R G A N I Z A T I O N  A C T

M O D E L S I M I L A R  LEGIS.

ILL REV. STAT. ch. 111 1.2 

§§ 1401 10 1417 (1974/1987).

R E L A T E D  LEGIS./REGS.

I O W A  C O D E  §§ 5148.1 to 
514B.32 (1973).

KAN. STAT. ANN. §§ 40-3201 to 

40-3227 (1974.1987).

LA. REV. STAT. A N N  §§ 

22:2001 to 22:2025 (1986).

ME. REV. STAT. ANN. tit. 24-A 

§§ 4201 to 4226 (1975/1986).

MINN. STAT. §§ 62D.01 to 62D.30 

(1973.1986).

MISS. C O D E  ANN. § 41-7-401 

et seq. (1986).

MO. REV. STAT. §§ 354.400 

to 354 550 (1983).

M O N T  C O D E  ANN. §§ 33-31-101 to 

33-31-405 11987).

IND. C O D E  §§ 27-8-7-1 to 27-8-7-18 

(1979/1987) (“Proposed Health Care 

Celivery Plans ').

KY. REV. STAT. §§ 304 38-010 

to 304.38-210 (1982 1986);

MD. ANN. C O D E  art 19 §§ 701 to 734 

(1982/1987).

MASS. G E N  L A W S  Ch. 176G 
§§ 1 to 17 (1976/1986).

MICH. C O M P .  LAWS. §§ 333.21001 to 

333.21098 (1S821986).

430-27 NAIC Copyright 1987
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NAIC M E M B E R  

Nebraska

Nevada

N e w  Hampshire 

N e w  Jersey 

N e w  Mexico

N e w  York 

North Carolina 

North Dakota 

Ohio

Oklahoma

Oregon

Pennsylvania

Puerto Rico 

Rhode Island

M O D E L  H E A L T H  M A I N T E N A N C E  O R G A N I Z A T I O N  A C T

M O D E L / S I M I L A R  LEGIS. R E L A T E D  LEGIS./REGS.

NE3. R E V  S T A T  §§ 44-3201 to 

44-3291 (1978,1985).

NEV. REV. STAT. §§ 695C.010 to 
695C.350 (1973/1987).

N.H. REV. STAT. ANN. §§ 420-8:1 to 
420-8:22 (1977 1985).

N.J. REV. STAT. §§ 26:2J-1 
to 26:2J-30 (1973).

N.M. STAT. ANN. §§ 59A-46-1 

to 59A-46-31 (1985/1986).

N.Y. PUB. H E A L T H  L A W  §§

4400 to 4413 (1976).

N.C. GEN. STAT. §§ 57B-1 
to 578-25 (1979).

N.D. CENT. C O D E  §§ 26.1-18-01 

to 26.1-18-35 (1983).

OHIO REV. C O D E  ANN. §§ 1742.01 
to 1742.36 (1976).

OKLA. STAT. tit. 63 §§ 2501 

to 2510 (1975).

OR. PEV. STAT. §§ 750.003 to 750.075 
(1985).

PA. STAT. ANN. tit. 40 §§

83-101 to 83-119 (1981).

P R. L A W S  ANN. tit. 26 §§ 1901 to 1927

R.l. GEN. L A W S  §§
27-41-1 to 27-41-29 

(1983 1987).

NAIC Copynght 1987
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NAIC M E M B E R

South Carolina

South Dakota

Tennessee

Texas

Utah

Vermont

Virgin Islands 

Virginia

Washington

West Virginia

Wisconsin

Wyoming

M O D E L  H E A L T H  M A I N T E N A N C E  O R G A N I Z A T I O N  A C T

M O D E L S I M I L A R  LEGIS. R E L A T E D  LEGIS./REGS.

S.C. C O D E  ANN. §§ 38*25-10 

et seq. (1987).

S.D CODIFIED L A W S  ANN. §§58*41*1 to 
58*41-97 (1974).

TENN. C O D E  ANN. §§ 56*32*201 

to 56*32*225 (1986/1987).

TEX. INS. C O D E  ANN. art. 20A.01 
to 20A.35 (1975/1987).

U T A H  C O D E  ANN. §§ 31A-8-101 

to 31A-8-406 (1986/1987).

VT. STAT. ANN. tit. 8 §§

5101 to 5113 (1979) (Most 

of model.)

N O  A C T I O N  T O  D A T E

VA. C O D E  §§ 38.2*4300 to 

38.2*4321 (1986).

W A S H .  REV. C O D E  ANN. §§ 48.46.010 tc 

48.46.920 (1975/1986) (Parts of model).

W.VA. C O D E  §§ 33-2SA-1 to 
33-25A-28 (1977).

See WIS. STAT. § 628*36 (2m) providing 

that Commissioner m ay make ruies for 
H M O s .  See also ch. 609 (1985) on joint 

ventures.

W Y O .  STAT. §§ 26-34-101 

to 25-34-128 (1986).

430*29 NAIC Copyright 1987
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HMO D om inance  Seen  In  ’9 0 s
N a t i o n a l  H e a l t h  

C a r e  C x f l e e t e d  

I n  N e x t  C e n t u r y

Ih  R ic h a r d  D o n a h u e
C l I I C A c n - Health m ain­

tenance organizations will liccnme 
the dominant financier of private 
health care in the U.S. before year 
2000, a business-forecasting con­
sultant predicts.

Sometime after (hat. the nation will adopt a 
( .'anadian-like national health insurance system, ac­
cording to Roy Amara. president of the Institute of the 
Future. Menlo Park, Calif.

Mr. Amara secs an increased use of I IMOs in the 
1990s as a way to check rapidlv increasing health costs. 
‘ I mean use of the real I IMOs,' he said, 'the kind that 
pots die health-care providers at financial risk, the kind 
that employs salaried physicians and the kind that puts 
emphasis on wellness and preventive care.*

Preferred provider organisations and managed fee- 
for-service plans are not substitutes for I IMOs. lie told 
attendees at a health-care symposium sponsored by So­
ciety of Actuaries of Schaumburg, III and the Ameri­
can Hospital Association, Chicago.

Rather, he said, they represent "palatable steps* to 
IIM Os, which were at first a "bridge too far* for many 
people.

The HMO population in the U.S. will grow from the 
approximately .10 million persons which now use them 
to 60 million by 1095, and then up to 60 percent or 70 
percent of all privately insured persons by the year 
2000, according to Mr. Amara. (Currently, the entire

privately-insured population is 
170 million, according to the 
Health Insurance Association of 
America, headquartered in Wash­
ington, D .C .)

________________  "In HMOs, patients will lose
their freedom to pick their own 

physicians, and physicians will lose much of their 
clinical and economic autonomy as they watch their in­
comes shrink,* Mr. Amara said.

He said the percentage of physicians who arc salaried 
will increase from about eight percent in I9R5 to about 
JS  percent in 2000.

Mr. Amara said Americans arc not prepared for the 
dramatic changes coming in health care.

"The American public is not ready to accept ration­
ing or restrictions in health care because health-care 
costs still don’t bite deeply into the average household 
income.* he said. ‘ Only 5 percent of income goes for 
health expenditure now.*

This will change, lie said, as employers arc forced to 
shift more of the burden of health-care cost to 
employees. Employers, who now pay more than 40 
percent of the nation’s health-care bill, will demand a 
bigger say in how the money is spent, he said.

Health-care costs, now at more than 11 percent of 
(»NP, will, according to government predictions, be 
between 15 and 18 percent of C N P by the end o f the 
century, he said.

Com'd on P<Tfr 22

Dominance 
Of HMOs Seen 
By The 1990s
Con I'd fmm Pagr 21

But employers and the govern­
ment-which pays about half o f 
health-care costs—cannot tolerate 
such a level, he said, predicting that 
health costs will level off at 13.5 per­
cent of C N P hy the end of the cen­
tury.

He said a national health-care 
system, when it comes, will be 
similar but not identical to (he 
system in Canada "where govern­
ment is the insurer and taxes finaru z 
the cost.*

State governments and private 
health insurers undoubtedly will play 
a more significant role in a U .S . 
system than do the provinces and in­
surers under the Canadian system, 
he said.

A U.S. national health system will 
mean there will be fewer, but larger, 
health insurers, he said, some of 
which may be employed to admin­
ister the national plan. □



INNIIH

Volume 6, Number 15

HEALTH CARE COSTS

H E A LT H  CARE COSTS 

5 *1

August 15, 1989

DECEIVED 

AUb iuou

urriut ur int 
COMMISSIONER

Marion Managed Care Digest
HMO Edition 1989

COST C O N T A IN M E N T  

P*g« 6

Q U A L IT Y  OF CARE 

Page 8

EMPLOYEE BEN EF IT 5 

Page 9

Consum er Price Index , 
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prim e ta rge t fo r cost s h ift in g . 
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"F o r the year ended Dec. 31, 1988, 
659 HMO s were tn operation . A n ­
o the r seven were unde r deve lopm en t.1
Opera ting HMO s reported tota l 

enro llm ents up 8.7*0 to 33 m illio n in 
1988, compared w ith 1987 w hen 707 
opera ting HMO s reported more 
than 31 m illion enrollees.
The num ber o f opera ting HM O s 

fell 6.8*o in 1988, compared w ith  a 
12% increase in 1987. A n indus try 
shakeout had been predicted fo r

several years. The indu s try is like ly 
to continue its conso lida tion through 
1993 as the num ber of HMO s falls 
gradua lly each year.
HM O s are increasing the ir market 

penetra tion na tionw ide . Plans in 28 
states reported en ro lling 10% or 
more o f the ir state's residents in 
1988 (Figure 1), up from  24 states in 
1987 and 20 a year earlier.
HM O s also successfully reduced 

the number of days that the ir 
enrollees spent in hospita ls in 1988. 
Average annual hospita l days per

CuAIMtfltf p tt r i

Figure 1. H M O  market penetration (percent) by atate, 1988.

(MM »MO «*». tuiwa LtMWMC M«. IM*

1989 COBRA Survey
COBRA is n 't pa y ing fo r 
its e lf -e m p lo v e r ’s are 
subs id iz in g co n tin u a tio n o f 
coverage by more than 40 
percen t.
Page 9
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1.000 non-Medicare members 
dropped to 364 from  377.2 a year 
earlier (Table 1).
N early 16% of HM O s opera ting at 

year-end 1988 offered an open- 
ended op tion , the newest and fastest 
g row ing HM O  produc t. A n open- 
ended plan offers enrollees the rig h t 
to choose at po in t o f service w he the r 
they wan t to seek care w ith in  the 
H M O  or to go ou ts ide to the phys i­
cian or hospita l o f th e ir choice.
HM O s w tth open-ended options 

expected to have nearly 2 m illio n 
enrollees in these plans by year-end 
1989, an increase o f 17.3% mom 
year-end 1988. En ro llm en t in open- 
ended plans rose 53% to 1.6 m illio n 
in 1988 from  a year earlier. Enrollees 
in open-ended plans accounted fo r 
4.8% of all H M O  enrollees.
Non-Medicare enrollees averaged 

3.7 ambula tory vis its each to the ir 
IM O s in 1988, according to 167 
reporting plans. HM O s averaged 3.7 
physic ian encounters and visits per 
non-Medicare enrollee in 1988, ac­
cord ing to 233 repo rting plans.
The average fam ily p rem ium  

charge fo r all HMO s rose 11.8% in 
1988 to S242.50 per m on th from 
S216.82 in 1987 (Table 1 )." Q
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Table 1. Selected H M O  utilization and premium averagee by state, 1941.

HaipJtil
daya par Phyaielan Am*.
1,000 non- ancooniara M ill PrvnUoMo

Sldlt Mod lea ro P*r P *mamker* mtmbor mamkar Family indMdual
Alabame 360.7 3.0 4.0 $220.81 $67.14
Arizona 292.0 3.7 3.9 250.44 6462
Arkaniaa 441.4 4.9 1.5 220.55 0260
Calllornla 310.4 3.3 8.6 251.70 95.35
Colorado 275.6 3.5 2.0 228.90 84.93
Conmctlcut 4028 3.9 3.1 282.40 112.90
Oaiawara 360.0 0.2 0.4 229.86 69.99
O.C. 362.7 2.9 3.3 230.32 8960
Florida 365.9 3.3 2.6 220.07 83.42
G to rg li 385.0 4 6 3.5 237 00 90.29
Hawaii 306.7 4.3 4.0 221.01 77.00
Idaho 212.0 — — 227.50 93.60
'llnoia 369.2 4.2 2.0 227 20 80.47
Indiana 363.9 4.5 2.9 237.21 0168
Iowa 310.0 3.6 _ 215.25 80.42
Kanaai 441.0 3.3 2.1 240.60 94.79
Kaniucky 370.0 — 230.99 85.44
Louiiiana 406.0 3.7 0.2 235.40 65.66
Maint 343.3 — _ 240.33 96 07
Maryland 325.4 3.7 3.4 255.30 66.70
Maaiachuaetta 369.1 3.5 4.2 292.27 10969
Michigan 366 0 3.7 5.1 243.91 95.02
Mlnnaaota 362.4 4.0 4 6 229,02 0063
Mlaaoun 394.3 2.0 1.4 250.50 90.45
Montana 375.0 4.4 3.1 205.00 60.00
Nebraska 329.9 2 6 _ 253.75 94.50
Navada — — — 300.00 11S.00
Saw himoanire 364.0 4.9 35 201.50 100.50
Naw Jiraay 410.2 3.0 37 222.79 66.52
New Mexico 365.0 3.5 — 272.27 10460
New York 374.0 3.7 2 3 21621 06.12
Nortn Carolina 3320 3 0 2.0 235.63 06 34
North Oakota 359.0 6.9 2.7 250.24 10129
Ohio 404.2 3.0 3 2 251.35 93.40
Oklahoma 300.0 3.9 9 9 253.17 67.00
Oragon 296.1 2.0 2.3 213.10 79.93
Ptnnaytvanla 376.5 3.5 2.4 22104 6366
Rhode litand 336.5 4 5 _ 24250 101.50
South Carolina 3667 3.1 0.7 16067 72.33
South Dakota 5700 4.4 44 200.54 91.30
Ton no moo 432.0 4.0 2.1 246.36 M.79
Toiaa 360.9 4.0 30 254 40 9048
Ulan 216.7 2.7 4,2 278.40 •9.26
Varmont — _ _ 206.00 62.00
Virginia 392.1 3.1 3 0 282 69 10144
Waanington 320.1 4.2 3 3 242 99 64.54
Wltconain 383 2 4.7 3.7 25361 96.57
Wyoming 5600 4 0 1 7 220.00 90.00
Total U.ft. 364 0 3.7 37 242,49 9190
aiomu. ut4*tii>pp> «a4 W*m Virginia n*a no oootanng mmO* in ilM
ItOM luo UitM<i-t O t t t IM ,H M4



Medical Benefits

How Cost-Effective Is Your Health Plan?
Boniliti, July IBM

“ To aatarmino your plan's rating, add up tna point a in- 
oicatad for aacn anawar, than compara your total with 
tnoia iiiuawatid on lha plan avaJuailon chart at tha and. II 
your pian'a coit-ofltctlvanaao rating It laaa than 'oxcottont,' 
you mould conaloar Incorporating aome coalaltactlva 
rtaiurai your aoora rnowa a/a miaaing Irom your plan."
1. Doaa your plan hara llrat-dollar oovaraga lor 

IxraphaltaatlonT
 A) (+ 20) No/Do htvo hoapltai pra-ca rillioailon
 B) ( -  B) No/No hoapltai pra-cartifleaiion
 C) ( -1 5 ) Yaa/Oo navo noapnai pra-caniflcition
 .0] (-3 0 ) YoMNo hoapltai pro-corilllcation

2. Ooaa your plan hava ll/at-dollar covorago lor 
madlcai/au/glcAl aarvtcoa?
 A) ( + 10) NorDoha»o pra-camticauon
 0) ( 0) NoiNo pra-oartilloaiion
 C) ( -51 Yal/Oo havo pre-cortlllcation
 0) (-1 5 ) Yaa/No pra-carlillcatton

3. Your gro -p pian'a major madloal doduotlbla It:
 A) ( 1 10) U00 par caiandtr yaar or moro
_ B )  ( 0) Mora than (100/laat than *300

par calandar yaar 
_ q  ( — 20) S100 par oaltndar yaar or lata

a. la your ma)or modloal doduollbla tndaxad to your 
compan/a amptoyooa' aominga?
 A) (#-10) Yaa/Aiao indaiad to trano rncraasai
 B) ( *8 ) Yaa
 O ( 0) No

S. Your ma|or madlcal co-lnauranca out-ol-pookat limit la:
 A) (#-101 Mora man J1.000poramployte par yaai
 B) ( 0) Mora man isoo/upio (1,000

par ampioyoo par yaar 
 C) (-1 0 ) 1500 or laaa par ampioyao po/yaar

*. la your major madloal oo-lnauranoa llmk Indoud lo lha 
amptoyaaa' ramirvgiT
 A) 1-10) Yaa/Aiao indaxtd to trano Incraaaaa
 81 ( #51 Yaa
 C) l 0) No

7. Boat your plan Inclwda a largo alalma managomant 
itTtanriaaMltnoo aaorlco?
 AJ I ♦IS) Yta/Alio Includaa piychlttrlc Claim

rtvlow
 31 10) Yaa
 O (-1 0 ) No

I. Ooaa your plan Inoludo a limit, or a ravlaw itrrlea, lot 
cnirapracila and/or podiatrto earaT

A> ( t j |  Yaa/Cwropracnc and podiairio ca/a rt>iaw
 8) ( 01 Yaa/Chiiopractie or podiairic eara ravlaw
 Q ( - 6 )  No

I . Ooaa yow plan knotoda a hoapltai SKI audit aorvua?
 A) t»4) Yaa
— »j ( - 5 )  No

id. Ooaa r*ur plan hara a pro-oatatlng oondHlona 
iimitation lor now huoat
 A) to  10% Yaa
 O t-1 0 ) No

11. Do you raqulra amployaa oontrtbutioni lor dapandanl 
oovarago?

 A) i o 10) Yaa/Oapandanta only
 B) ( 0) No

12. Do you hart an ampioyao aaalatanoo program (EApyr 
 A) ( + 5) Yoa
 B) ( 0) No

IS. Do you provMa a wallnaaa program or Incontltoo lor a 
hoalthtor lllaatyto?

 A) < + S) Yo»
 B) ( 0) No

14. Ooaa your plan tneluda a maU-ordor or praaoriptlon 
drug program?

 A) (oB ) Yaa
 B) t 0) No

11. Ooaa your plan Inotuda u pralarrod prairtdor 
organisation (PPO)?

 A) (+  IS) Yoa/PPO pay* laaa man 100% oi chargaa
 B) ( o 6) YauPPO paya 100% ol ailgibla cnargao
 Q (-1 0 } No

15. Do you provld* omploytaa with an HMO option?
( -a IS) Yaa/HMO axparianea la inlagiatod wiih

primary pian'a axparianeo 
Yaa/HMO la a atand-aiona aarvlea—laaa 
than 20% of ompioym pa/iieipata 
Yaa/HMO la a atand-atona aarvlea—mo/a 
man 20% of tmpioyaaa panicipata 

 0) I 0) No
17. Oo you aeiltary poitca tha coordination ol banotlti 

provtalon ol your program?
 A) ( -a-10) Yaa
 B) ( - 10) No

II . la your walling porlod lor naw antranta long anough lo 
avoid providing covorago during lha initial ‘haa*y 
tumovaf partod?

 A) ( t 5 |  Y»»
 B) ( - 6 |  No

I I .  Oo you hovo an In-houaa CODRA compllinca vyaiam 
or uaa an outiIda aarvtoo?

 A) ( + 10) Y«i/inciudaa notilicauon ol naw nirai,
qualifying avont notification, monilonng 
ol tligioriily panoo, mommy bill 
procoaamg and managamant 
Yaa/9ul doaan'l includa an ol tna abova 
No

— B) ( -6 )

— q  ( -5)

— II q) t oi
10)

20. Do you provtdo ratlrao haalth covarago? 
 AJ l+  10) No
 31 ( -  101 Yaa/Contributory
 q  ( -  IS) Yaa/NorvcontnOuto,y

Pla Hlon
Total po/nla

120 • IBS 
130. 170 
100-130 
90* 100 
unoar K

Plan raling
(•caiiani

GoodPair
Poor

Oiaaatroua

Aniioipaiod 
raia Inoraaaa
0%-l0% 
10%-20H 
30%m% 
«0%-B0% 
30% ♦

*

4

\

i

Ii
a /M r



HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTFF

It is the intent of this legislation that the 
Department of Health and Social Services will study the "TEFRA 
Option" as part of the home and community based services 
package. A "TEFRA Option" allows the same income deeming 
standards that apply to an institutionalized child to apply to 
a similarly disabled child living at home

ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES

P.O. BOX V, JUNEAU 99811 
(*07)445-375*

LETTER OF INTENT 
to SB 334 (efd Am)



A LA SK A  M EN TA L H EA LTH  BO ARD
STEVE COW PER , GOVERNOR 
STATE OF A L A S K A

ST. ANN 'S CENTER 
419 6th STREET, SUITE 124 
JUNEAU, A LASKA 99801 

907-465-3071

February 27, 1990

Representative Johnny Ellis 
Room 104, Capitol 
P.O. Pox "V"
Junec-, Alaska 99811

Honorable Representative Ellis,

The Alaska Mental Health Board (AMHB) expresses support for 
SB334, legislation dealing with options and waivers under 
Medicaid. At the AMHB meeting February 24-25, the Board, by 
unanimous vote, supported SB334.

•

The AMHB has discusse’d the purposes and benefits of SB334 
with representatives of the Older Alaskans Commission, the 
Governor's Council for the Handicapped and gifted and the 
Department of Health and Social Services. The planninq 
process enabled by the legislation can come to benefit many 
persons with disabilities. At the same time, Alaska may come 
to realize an enhancement of home and community based care, 
an often preferred type of care that is also less costly.

The AMHB hopes SB334 is reported favorably out of House HESS.

c c . T h e lm a Langdon 
S e n a to r U e h l in g  
OAC 
GCH4G 
DHSS

Executive Director



TIMELINE FOR IMPLEMENTATION OF SB 33'*

FY 91 FY 92

07/01 /90 09/ 0 1 /9 0 06/01/91 07/01 /91 01/15 /92 05/92

OAC and 
GCHG h i r e  
s t a f f

Interagency 
Pol icy Team 
meet - - se t -up 
work plan

CAC and CCHG 
s t a r t  to 
gather  
in fo rmat ion

DH&SS h i r e  
s t a f f

A11 s t a f f  
v i s i  t 
"model" 
s ta t es

Pub l i c  
confe rence 
f o r  p o t en t i a l  
consumers 
and p rov ide rs  
o f  Medicaid 
Communi ty 
Care

OAC and 
CCHG issue 
r epo r t  and 
recommend- 
ac t ions

DH&SS submit 
cos t  study 
and recom­
mendations 
on e f f e c t  
o f  opt ions 
and waivers

L eg i s l a t i v e  
input /dec is ions 
regarding 
opt ions and 
waivers .  
Leg is l a tu r e  
amend AS ^7.30 
to  add opt ions .  
DH&SS begin to 
prepare op t i on /  
v ’ i vc r
app l i c a t i on s .

FY 93 F\9A

C7/01/92 07/15 09/15 01/ 01 /93 07/01 / 93 12/15 /93 01/01/0A

DH&SS give 
copies o f  
app l i c a t io n s  
to OAC ard 
CCHG

DH&SS apply 
f o r  chosen 
opt ions  o r  
waivers

Some new 
s e rv ic e  opt i ons 
programmed 
in MMIS and 
a v a i l a b l e  
( t e n t a t i v e )

DH&SS 
nego t ia te  
waivers  and 
complex 
opt ions  wi th 
HCFA

Waiver 
Approval 
from HCFA 
should be 
received 
s t a f f  h i r ed 
and t r a ined  
( t e n t a t i v e )

Waiver
system
programmed
in MMIS;
waiver
( t e n t a t i v e )

Waiver
se rv ices
a v a i l a b l e
( t e n t a t i v e )

KEY: DH&SS = Department o f  Hea lth and Soc ia l  Se rv ices
CCHC B Governor ’ s Counci l  f o r  the Handicapped and G i f t ed  
OAC = Older Alaskans Commission
HCFA = Fodera l  Heal th Care Financia l  Admins f t ra t ion (Medicaid)

Prepared by: O lder  Alaskans Commission

A/1501/022107-0



x f c o n o m i c  G r a n d  R o u n d s

H i e  M i s s e d

O p p o r t u n i t i e s  o f  M e d i c a i d

C hris K oyanag i

Dr. Sharfstein's Introduction: The 
federal-state mental health care 
program is a major payer for men­
tal health care. Medicaid could 
financeadditiotuilcommunity ser­
vices needed by adults and children 
with severe mental illness, but it is 
both underutilized and inap­
propriately utilized in most states. 
The National Mental Health As­
sociation has published Operation 
Help: An Advocate's Guide to 
Medicaid, which provides detailed 
descriptions ofhow states have used 
Medicaid options to cover commu­
nity mental health care and how 
they might better use these monies 
to improve planning and sen ice 
delivery for the severely mentally 
ill. This month's column by the au­
thor of Operation Help recognizes 
the potential of Medicaid and the 
need to revise state Medicaid plans 
to reflect appropriate public health 
objectives.

Medicaid is a federal-state program 
tha* pays medical bills for certain 
low-income people who can't afford 
the costs o f care. ^  198", a total of 
23.2 million people received Medic­
aid benefit', and the program now 
spends more than S66.9 billion an­
nually (1). Yet despite its size, many 
low-income people are not covered 
by Medicaid, resulting in a problem 
of access to health care tha i s becom­
ing more and more acute. The per­
centage of those with incomes below

Ms. Koyanag i is d ire c to r o f 
fede ra l re la tions fo r the N a tio n a l 
M en ta l H ea lth Associa tion . 1021 
I r in c c  S tree t. A le xa nd ria . V i r ­
g in ia  2231 Steven S. Sh .irfs tc in . 
M .D ., is e d ito r o f th is co lum n .

the federal poverty level who have 
Medicaid coverage has declined 
from 65 percent ten years ago to less 
than 40 percent (2).

Medicaid is not a single program 
but a collection of 53 separate state 
and territorial programs with dif­
ferent target populations and various 
packages of services. Although the 
federal government prescribes basic 
requirements and describes options, 
each state and territory has it: own 
version of the program. The federal 
and state governments share the cost 
of Medicaid expenditures, with the 
federal share varying from 50 per­
cent to T8 peicent, dependingon the 
state's per capita income. Federal 
funds pav more than half of all 
Medicaid costs (S37.-4 billion in 
1990). States pay between 22 per­
cent and 50 percent of costs (S29.5 
billion in 1990). and in some states 
local governments contribute to the 
state share of Medicaid expendi­
tures.

As a result of state decisions on 
who to cover and which services to 
reimburse, Medicaid spending var­
ies widely between the states. In 
198-1 Medicaid per capita spending 
averaged S1-48 but ranged from 
$382 in New York to $52 in Wyo­
ming 13).

Access to Medicaid is also in- 
tluenced by the number of providers 
who arc participating. For example, 
the Health Care Financing Adminis­
tration reports that 25 percent of the 
nation's physicians do not now par­
ticipate in Medicaid and will not take 
Medicaid patients (•)). Reasons in­
clude low paynv nt scales, burden­
some paperwork, and long delays in 
receiving reimbursement.

The history of the Medicaid pro­
gram explains, in pan. whv federal 
and state Medicaid policymakers

have been reluctanr to entertain pro­
posals to expand mental health ser 
vices. Ar its inception. Medicaid was 
viewed as providing the "deserving 
poor" (those who were eligible for 
other federal cash-assistancc pro­
grams) with health care coverage 
similar to that provided to working 
people through insurance. Although 
the program has since been moving 
away from this model, it still primari­
ly covers individuals receiving cash 
assistance, and it still emphasizes 
basic medical services.

In its early years, the costs of 
Medicaid rose much faster than 
predicted, butdespite this factmajor 
expansions were made both in 
eligibility (covering those who are 
disabled and receive Supplemental 
Security Income benefits) and in ser­
vices (such as covering care provided 
in intermediate care facilities for 
the mentall;, retarded [ICF-MR}). 
These changes increased costs stiil 
further, ensuring that cost control, 
more than program expansion, 
would be the overriding concern of 
Medicaid policymakers.

Thus, although the percentage of 
poor people covered by Medicaid 
has been dropf ng in recent years, 
the costs have increased substantial­
ly, in large part because of expendi­
tures or ICF-MR coverage and for 
long-term care in nursing facilities. 
Medicaid is now the principal payer 
for long-term care in this country. 
Fifty-seven percent of nursing home 
expenditures are paid by public 
funds, and in 19’ 9 about 87 percent 
of public funding for nursing home 
care came from Medicaid 15).

In addition to escalating costs, in 
the 19"0s Medicaid was also faced 
with a series of scandals concerning 
fraud and abuse that brought the 
program under close scrutmv.

Because of these experiences. 
Medicaid planners have become ex­
tremely wary of services that may be 
costly, uncontrollable, or subiect to 
abuse. They are also concerned 
about the substantial costs expended 
for long-term care and about services 
that arc less medical in nature. To 
Medicaid agencies, mental health 
services seem to lit into all these cat- 
cgoncs. And since Medicaid is run 
by state Medicaid agencies and not

Hospital and Community IMchiatry February IW) Vol. 11 So. 1 13$



by the state mental health authori­
ties. state Medicaid agency views 
have tended to prevail as state policy­
makers decide on what services 
should be covered under Medicaid.

Ensuring the availability of an ap­
propriate array o! mental health ser­
vices is further complicated by the 
extraordinarily complex set of rules 
that govern the Medicaid program. 
There are federal laws, regulations, 
and guidelines, as well as state plans, 
rules and regulations, and reim­
bursement policies. The result is 
considerable confusion about what 
Medicaid really allows, a situation 
that benefits Medicaid agency offi­
cials whose objective is to control 
and limit their program's expendi­
tures. Since they are the only ones 
who know the rules, they can con­
trol the game.

A first step to improving a state 
Medicaid plan for the benefit of 
those who need mental health care is 
to understand who uses Medicaid 
mental health services and what ser­
vices they most need. It is also impor­
tant to consider Medicaid policies 
that may impact on how mental 
health care can be delivered I for ex­
ample, institutional versus commu­
nity care coverage). Then one can 
compare what federal Medicaid law 
permits with a package of appro­
priate community care services as 
described by the mental health sys­
tem.

Characteristics o f Medicaid 
mental health patients 
Recent studies have found that users 
of .Medicaid mental health services 
seem to fall into three broad categor­
ies (6):

Heavy users of services (dis­
cussed more fully belowi,

• Episodic users who make up to 
six to ten visits to providers (normal­
ly outpatient visits).

• Persistent users who receive a 
large number of less expensive ser­
vices. such as outpatient or partial 
hospitalization, bur little inpatient 
care. Although they mav not receive 
many services, thev maintain ongo­
ing contact with the system over a 
long period.

• Both heavy and persistent 
users who tend to have diagnoses of

schizophrenia, affecrive disorders, 
or other long-term mental illnesses. 
The episodic users have a variety of 
diagnoses.

The heavy users are primarily 
young adults who use Medicaid in­
patient hospital services at a dis­
proportionately high rate. They are 
frequently treated in community 
hospitals for a short time and then 
released, often to be readmitted 
within weeks. In Philadelphia, they 
make repeated use of emergency 
services; although they constitute 
only 20 percent of thecase load, they 
represent 55 percent of admissions 
and use 70 percent of service hours 
Ci- These individuals are also heavy 
users of partial hospitalization and 
other day treatment services and 
outpatient services. In New York. 
29 percent of Medicaid reimburse­
ment for psychiatric inpatient care is 
for 5.1 percent of patients, and long 
inpatient stays (an average length of 
stay i* 105 days) often occur because 
alternative community placements 
are not available (8).

Clearly, the services utilized by 
these heavy users are, for the most 
part, not well suited to their needs. 
Their special needs do not fit into the 
traditional brief therapy model o f 
outpatient care, nor are they well 
served by expensive emergency care 
and general hospital inpatient care. 
Yet these are the only services avail­
able to many young people with 
mental illnesses. Because more 
suitable services are lacking, read­
mission rates are significant < 7).

Similar problems arc evident in 
child and adolescent care, where 
those who are Medicaid eligible have 
higher use of emergency mental 
health services i “ >.

Hospital inpatient bias 
Another problem in providing ap- 
propriaie cart* to the Medicaid pop­
ulation is the program's general bus 
toward inpatient care. Several fac­
tors contribute to this bias. For ex­
ample. certain eligibility criteria 
make it easier to cover individuals 
when they are in institutions. 
Medicaid has also helped fuel the 
enormous growth in the last 15 years 
in general hospital psychiatric care 
and now pavs S2 billion a year na­

tionally for general hospital mental 
health caie (6). Some states have 
caused a further imbalance in mental 
health coverage by offering un­
limited inpatient care coverage but 
restricting access to community- 
based services.

Coverage of mental 
health services
Under federal law, certain services 
must be available to Medicaid- 
eligible individuals, and other ser­
vices may be covered at the state's 
option. However, the special needs 
of persons with mental illnessare not 
well served by Medicaid. For ex­
ample, under federal law’ only per­
sons age 65 and over or under age 22 
are entitled to Medicaid-funded care 
in psychiatric hospitals. Persons with 
mental illnesses may obtain nursing 
faciiicy services under Medicaid, but 
only in institutions that are not re­
quired to provide (and often do not 
provide) appropriate mental health 
care. There is no category to cover 
the costs o f care for people with 
mental illnesses in small residential 
facilities such as halfway houses, 
group homes, and adult foster 
homes, although there is such cover­
age for persons with mental retarda­
tion.

In addition to specific prohibi­
tions related to age and treatment 
sites, the Medicaid law presents 
states w ith another barrier to cover­
ing mental health services. Because 
ir contains no statements about spe­
cific mandatory services for mental 
health care and few statements about 
specific optional services, there is no 
straightforward way for states to de­
velop a package of adequate commu­
nity-base 1 mental health services 
under Medicaid. The most explicit 
statements in the law concerning 
mental health care are those that ex 
dude coverage. As a result, most 
mcp:jl health services must be pro­
vided through other service options, 
such as clinic services, physician ser­
vices. or rehabilitative services. 
Some of these service categories cur­
rently have regulatory requirements 
inappropriate to community mental 
health care.

But the picture is not nearly as 
bleak as this quick summary sug-
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'  gests. While mandatory Medicaid 
benefits do not provide comprehen­
sive coverage for community mental 
health services, combining the man­
datory services with certain optional 
services allows a state to cover a very 
comprehensive package of services. 
Moreover, many of the restrictions 
facing community mental health 
providers are state restrictions, not 
federal policy, and thus are subject 
to change at the state level.

Once a state elects to cover a 
Medicaid service, it can define the 
exact meaning o f each service within 
broad federal guidelines. The states, 
not the federal government, deter­
mine who may provide the service 
and under what conditions, for how 
long (or for how many visits) cover­
age is available, whether preadmis­
sion screening and other reviews of 
appropriateness of care are required, 
and the reimbursement rate that will 
be paid to providers for services. 
Under federal law. states must have 
a uniform benefit package for all 
Medicaid recipients and cannot set 
limits solely on the basis of diagnosis 
or type of illness or condition. How­
ever. states are allowed so much 
flexibility that they have been able, 
in fact, to restrict mental health care 
far more than care for other illnesses.

The Community Support Pro­
gram o f the National Institute of 
Mental Health has identified 12 es­
sential services for adults with long­
term mental illnesses (9). Medicaid, 
while it is not relevant for financing 
all of these various services, can pro­
vide substan rial support for six of the 
Incase management, rehabilitation, 
mental health treatment, crisis re­
sponse services, health and dental 
care, and transportation. If a state 
wanted to maximize Medicaid reim­
bursement for community support 
services, it should add to the man­
datory services o» general hospital 
inpatient and outpatient care and 
physician services the tollowing op­
tional Medicaid services:

Targeted case management. 
This is defined by Medicaid as ser­
vices that help eligible individuals 
gain access to needed medical, social, 
educational and other services, such 
as housing, vocational services, and 
financial assistance. States can target

these services to certain populations, 
such as individuals with long-term 
mental illnesses.

Rehabilitation. Medicaid's def­
inition o f rehabilitation is very 
broad. It covers any medical or re­
medial services recommended by a 
physician or other licensed prac­
titioner of the healing arts within the 
scope of their practice under state 
law, for maximum reduction of phys­
ical or mental disability and restora­
tion of a recipient to the best possible 
functional level. Services may be 
provided in any setting, including 
the client’s residence or work place. 
States are just beginning to use this 
option to cover the services of psy­
chosocial rehabilitation and similar 
community day programs, where so­
cial skills training, medication man­
agement. and other supportive ser­
vices are provided.

Clinic services. Traditionally, 
states have used the clinic services 
option to cover the services pro­
vided in community' mental health 
centers. The widespread use of this 
option has resulted in detailed 
federal requirements, some of which 
are not conducive to good patient 
care. Clinic services must, for ex­
ample. always be furnished in the 
clinic (except for services to home­
less people), and mental health pro­
fessionals mav not provide clinic ser­
vices in the client's home. The clinic 
services option includes both out­
patient therapy visits and pjrtial hos­
pitalization programming.

Prescription drugs. Prescription 
drug coverage is now nearly univer­
sal under Medicaid, although often 
there are limits on the numbers of 
prescriptions allowed or the fre­
quency of refills.

Personal care services. Under 
this option, direct patient care and 
services related to activities of daily 
living can be provided in the recip­
ient's home. Services must be pro­
vided or supervised by a registered 
nurse and prescribed by a physician 
in accordance w ith the patient's pian 
of care. Personal care services can 
include assistance with grocery shop­
ping and household services. Clients 
must require direct patient care ser­
vices to be eligible for other ser­
vices.

Care provided by other prac­
titioners. Medicaid can cover the 
services of other mental health prac­
titioners. and a number of states now 
cover psychologists under this op­
tion and a few also include psychiat­
ric social workers.

Inpatient psychiatric hospital 
care for those age 6 5 and over. This 
option allows states to finance psy­
chiatric hospital care for older in­
dividuals.

Similarly, for children and adoles­
cents. Medicaid can contribute re­
sources to many of the services iden­
tified by NIMH as essential compo­
nents ofacommunity systemofcare. 
As for adults. Medicaid can finance 
case management, day treatment 
services, early identification, assess­
ment and intervention services, out­
patient assessment and treatment, 
emergency and crisis management, 
crisis residential hospital services, in­
tensive care services, health care, 
and transportation for children (9).

In addition to the services de­
scribed above foradults, forchildren 
federal Medicaid law also requires 
states to furnish early and periodic 
screening and diagnostic services to 
identify physical or mental prob­
lems. Treatment to correcc or 
ameliorate "any defects or chronic 
conditions" discovered must also be 
furnished (10). This provision re­
quires a comprehensive assessment 
of a child's overall health, develop­
ment. and nutritional status, includ­
ing an assessment of mental health 
factors. However, screening and 
diagnostic assessments are not ag­
gressively pursued. Only 3 million 
Medicaid-eligible children and ado­
lescents received these exams in 
198", even though studies show that 
those who do receive such services 
have lower health care costs as a re­
sult i l l ; .

Other important service options 
for children are targeted case man­
agement. rehabilitation, clinic ser­
vices. prescription drugs, and ser­
vices of other mental health profes­
sionals. Case management is a 
particularly important service for 
children and adolescents who nor­
mally receive services trom many 
community agencies. The rehabilita­
tion option can provide for fartiily-
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based in-home services and services 
to young people in foster care or 
therapeutic group h >mes as well as 
for day treatment.

State Medicaid plans should also 
include the one optional service u r ­
ge tc 1 speciilcally to children in need 
of mental health care: inpatient psy­
chiatric hospital services for in­
dividuals under age 22. Although 
this option covers only certain facili­
ties (many residential treatment cen­
ters cannot qualify), it is an important 
option to have available for children 
who need inpatient care.

Unfortunately, it is impossible to 
tlnd a single state with a Medicaid 
services package that provides com­
prehensive coverage as described 
above either for adults or children.

Proposed action
Mental health advocates should 
focus far more attention on Medic­
aid. After several years of control 
and retrenchment, Medicaid is now 
growing. The federal government 
has been expanding eligibility for 
low-income pregnant women and 
children and in the process has 
broken the tie between Medicaid 
and welfare, so that Medicaid is 
moving toward becoming a program 
o f health care for all low-income 
people. Although the prospects for 
further federal expansions are not 
good at this time, states have also 
begun to expand both program 
eligibility options and services cover­
age. Stare mental health agencies in 
most states are now paying greater 
attention to the Medicaid system, 
and many states have recendy ex­
panded community mental health 
coverage.

Although some problems remain 
with federal law and regulations, 
most ot the current barriers to 
providing adequate mental health 
coverage for Medicaid recipients 
stem from state policies. Changing 
this situation should be a high 
priority for those who want to im­
prove access to appropriate mental 
health care for low-income people.
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1990 H&CP Institute
The 42nd Institute on Hospital and 
Community Psychiatry will be held 
October ~ -ll at the Marriott City 
Center in Denver. James T. Barter, 
M.D., of Chicago is chairman of the 
program committee A preliminary 
program will be published in the 
June issue.

The institute is one of two na­
tional meetings sponsored annually 
by the American Psychiatric As­
sociation. Last fall’s institute in Bos­
ton drew almost I.$00 mental health 
professionals.
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S e n a t o r  R i c k  U e h l i n g

Downtown, K lm endorf, Northeast Anchorage

Co-Chairm an, Senate Finance Committee 
International Trade & Tourism Committee 

State A ffa irs  Committee

MEMORANDUM

TO:

FROM:
DATE:

RE:

Representative Johnny Ellj,
Chair, House HESS Committ

Senator Rick Uehling

January 26, 1990

The Home Care Initiative,

SB -34*4: "An Act directing the Department of 
Health and Social Services to seek permission to 
use options and receive waivers under the 
Medicaid program for the cost of home or 
community-based services for developmentally 
delayed children, developmentally disabled 
persons, disabled adults, and older Alaskans; 
directing other agencies to assist in that 
process; and providing for an effective date."

I have asked staff to provide the following background and 
analysis to SB 334, which has been referred to the HESS 
Committee. At this time, I respectfully request that this 
bill be scheduled for a HESS Committee hearing as soon as 
possible.

Senate Bill 334 directs the Department of Health and Social 
Services to apply for federal approval to modify Alaska's 
medicaid program to allow for home care services for 
certain medicaid eligible Alaskans.

I know that through your work with the disabled and elderly 
people in this state, you understand the importance of this 
legislation. Thank you for your consideration.

Attachment

P.O. BOX V, JUNEAU. AK 99*11 (9071 465-4*21 Jill ST, ISIS, ANCHORAGE. AK 9950J (9071 $61-761J



Downtown. K lm endorf, Northeast Anchorage

Senator Rick Uehling

Co-Chairm an , Senate Finance Committee 
In ternutionul Trade <£ Tourism Committee 

State A ffa irs  Committee

BILL SUMMARY

SB 334

"AN ACT DIRECTING THE DEPARTMENT OF HEALTH AND SOCIAL 
SERVICES ... TO SEEK ... WAIVERS UNDER THE 

MEDICAID PROGRAM"

This bill directs DHSS to apply for federal approval to 
modify Alaska's medicaid program to allow for home care in 
place of institutional care.

Alaska's current medicaid program does not provide home care 
benefits for those patients who qualify for institutional 
care. This program if adopted will allow Alaskans who 
qualify for medicaid to choose home care rather than 
institutional care.

Home care can provide many benefits. The federal program 
caps the cost of home care so that it cannot exceed the cost 
of institutional care. In many cases the home care 
alternative will save the state money. In addition, for 
certain patients the recovery process is more rapid when the 
patient is in a home environment, supported by family.

The bill works by requiring DHSS, the Older Alaskans 
Commission, and the Governor's Council for the Handicapped 
and Gifted to survey client needs and to coordinate the list 
of potential home care services. DHSS will then serve as 
the lead agency to prepare an application to the federal 
government to modify Alaska's medicaid program to include 
home care services.

Alaskans who benefit from this legislation include senior 
citizens, parents of disabled children, disabled adults, and 
Alaskans experiencing a developmental disability.

P.O. BOX V. JUNEAU AK W8II (9071465-MI21 3111 ST. #515, ANCIIORAGK, AK *»503<907> 5*1-7613
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Amended: 1 /2 5 /9 0  6 -1 5 6 4 J
In t r o d u c e d : 1 /8 /9 0
R e fe r r e d : H e a l t h , E d u c a t io n  and S o c ia l

S e rv ic e s  and F in a n c e

BV SEN. UEHLING, Fahrenkamp. Duncan, S turgu l ewsk i ,  F a ik s ,  H a l f o r d ,  Rodey, 
Jones,  E l i a s on ,  Z h a r o f f ,  Pourchot

1 IN THE SENATE

2 SENATE B IL L  NO. 3 3 4 (e fd  am)

3 IN  THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - SECOND SESSION

5 A B IL L

6 F o r an A c t e n t i t l e d :  "A n A c t d i r e c t i n g  th e  D e p a rtm e n t o f H e a l th  and S o c ia l

7 S e rv ic e s  to  see k p e rm is s io n  to  use o p t io n s  and r e -

8 c e iv e  w a iv e rs  u n d e r th e  M e d ic a id  p ro g ram  f o r  th e  c o s t

9 o f home o r  c om m u n ity -b a s e d s e r v ic e s  f o r  d e v e lo p -

10 m e n ta l ly  d e la y e d  c h i l d r e n ,  d e v e lo p m e n ta l ly  d is a b le d

11 p e rs o n s , d is a b le d  a d u l t s ,  and o ld e r  A la s k a n s ; d i r e c t -

12 in g  o t h e r  a g e n c ie s  to  a s s i s t  i n  t h a t p ro c e s s ; and

13 p r o v id in g  f o r  an e f f e c t i v e  d a t e . "

14 BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

15 *  S e c t io n  1. FIND INGS; INTENT. (a ) The le g i s l a t u r e  f in d s  t h a t c h i l -

16 d re n  and a d u l t s  who a re  e x p e r ie n c in g  d i s a b l i n g  c o n d i t io n s  have in d i v i d u a l

17 and c h a n g in g  needs t h a t can be b e s t a d d re s s e d  by h a v in g  a v a i l a b le  to  them a

18 m ix o f s e r v ic e s , in c lu d in g  home and c om m u n ity -b a s e d s e r v ic e s  and i n s t i t u -

19 t i o n a l c a re . The h i s t o r i c a l  fo c u s  o f th e  M e d ic a id  p ro g ram  has been on

20 p r o v id in g  s e r v ic e s  i n  i n s t i t u t i o n a l  s e t t i n g s  f o r  a d u l t s  who need o u ts id e

21 a s s is ta n c e  in  d a i l y  l i v i n g  and f o r  c h i l d r e n  who need d e v e lo p m e n ta l h e lp .

22 T h e r e fo r e , some p e rs o n s whose needs c o u ld  be met o u ts id e  o f i n s t i t u t i o n s

23 h a ve , n e v e r t h e le s s , become i n s t i t u t i o n a l i z e d  so t h a t th e y  c o u ld  r e c e iv e

24 s e r v ic e s  th r o u g h  th e  M e d ic a id  p ro g ra m . O th e r p e rs o n s i n  need have re c e iv e d

25 no s e r v ic e s  u n t i l  t h e i r  c o n d i t io n s  d e t e r i o r a t e d  to  th e  p o in t w he re th e y  m et

26 th e  M e d ic a id  c r i t e r i a  f o r  i n s t i t u t i o n a l i z a t i o n .  N u rs in g  f a c i l i t i e s ,  h o s -

27 p i c a l s ,  and in te rm e d ia te  c a re  f a c i l i t i e s  f o r  th e  m e n ta l ly  r e ta r d e d  s h o u ld

28 rem a in  r e a d i l y  a v a i l a b le  f o r  chose whose needs r e q u i r e  t h a t k in d  o f s e t -

29 t i n g ,  b u t th e  a v a i l a b i l i t y  o f homo and c om m u n ity -b a s e d s e r v ic e s  s h o u ld  a ls o

SB0334b -1- SB 334(efd am)



1 be expanded so t h a t ,  when p o s s ib le , p e rs o n s c o u ld  be d e i n s t i t u t i o n a l i z e d ,

2 a v o id  i n s t i t u t i o n a l i z a t i o n ,  o r  a v o id  be com in g a t r i s k  o f i n s t i t u t i o n a l i z a -

3 t i o n  and be a s s is t e d  to  l i v e  on t h e i r  own, w i t h  t h e i r  f a m i l i e s ,  o r i n  g ro u p

4 s e t t i n g s  t h a t a l lo w  s e m i- in d e p e n d e n t l i v i n g  i n  t h e i r  own c o m m u n it ie s .

5 F u r th e rm o re , home and com m un ity -b a s e d s e r v ic e s  can h e lp  p e rs o n s whose

6 d is a b l i n g  c o n d i t io n s  m ig h t n e v e r r e q u i r e  i n s t i t u t i o n a l  c a r e , b u t whose

7 l i v e s  c o u ld  be more c o m fo r ta b le  and more p r o d u c t i v e  i f  th e  s e r v ic e s  w e re

8 p r o v id e d .

9 ( b ) I t  i s  th e  l e g i s l a t u r e 's  i n t e n t  i n  e n a c t in g  t h i s  A c t to  r e q u i r e

10 th e  D ep a rtm e n t o f H e a l th  and S o c ia l S e rv ic e s  t o  se e k a p p ro v a l fro m  th e

11 fe d e r a l g o ve rnm en t to  use some M e d ic a id  p ro g ram  money to  b ro a d e n th e  ra n g e

12 o f home and com m un ity -b a s e d s e r v ic e s  t h a t a re  a v a i l a b le  f o r  a p p r o p r ia t e

13 g ro u p s o f d e v e lo p m e n ta l ly  d e la y e d  c h i l d r e n , d e v e lo p m e n ta l ly  d is a b le d  p e r -

14 s o n s , d is a b le d  a d u l t s , and o ld e r  A la s k a n s , who c o u ld  b e n e f i t  fro m  them ,

15 e s p e c ia l l y  th o s e  who w o u ld  o th e rw is e  r e q u i r e  M e d ic a id  p ro g ram  money f o r

16 more c o s t l y  i n s t i t u t i o n a l i z a t i o n .  The c h o ic e  o f w h ic h  w a iv e rs  and o p t io n s

17 w ou l ' be a p p l ie d  f o r  and w h ic h  p o p u la t io n  g ro u p s s h o u ld  be s e rv e d  w ou ld be

18 in rde by th e  d e p a r tm e n t a f t e r  p r i o r i t i e s  arfe recommended by th e  G o v e r n o r 's

19 C o u n c i l f o r  th e  H an d ic a p p e d and G i f t e d  and th e  O ld e r A la s k a n s C om m is s io n .

20 T h ro u g h b u d g e t o v e r s ig h t , l e g i s l a t i v e  h e a r in g s , and o th e r l e g i s l a t i v e

21 a c t i o n , th e  l e g i s l a t u r e  w o u ld g iv e  s p e c i f i c  b u d g e ta ry  a u t h o r i t y  and p o l i c y
%

22 d i r e c t i v e s  to  th e  d e p a r tm e n t to  g u id e  i t  when i t  a p p l ie s  f o r  th e  o p t io n s

23 and w a iv e r s .

24 *  Sec . 2 . PRELIMINARY RESEARCH. (a ) The G o v e rn o r 's  C o u n c i l f o r  th e

25 H and ic a p p e d and G i f t e d  and th e  O ld e r A la s k a n s  C omm iss ion s h a l l ,  i n  c o n s u l-

26 t a t i o n  w i t h  o th e r a p p r o p r ia t e  p u b l ic  and p r i v a t e  a g e n c ie s , c o n d u c t r e -

27 s e a r c h , c o m p ile  s t a t i s t i c s ,  and p re p a re  in f o r m a t io n  and docum en ts t h a t

28 w ou ld be u s e fu l to  th e  D ep a rtm e n t o f H e a l th  and S o c ia l S e rv ic e s  i n  d e t e r -

29 m in in g  n e c e s s a ry  s e r v ic e s , o p t im a l s e r v ic e  d e l i v e r y  a re a s and m e th o d s , and

So 334(efd am) -2- SB0334b



1 th e  a p p r o p r ia t e  g ro u p s o f d e v e lo p m e n ta l ly  d e la y e d  c h i l d r e n , d e v e lo p m e n ta l ly

2 d is a b le d  p e rs o n s , d is a b le d  a d u l t s ,  and o ld e r  A la s k a n s , f o r  w h ic h  th e  de -

3 p a r tm e n t may a p p ly  f o r  home and c om m un ity -b a s e d o p t io n s  and w a iv e r s  u n d e r

4 42 U .S .u . 1396n and o th e r fe d e r a l law s r e l a t i n g  to  th e  M e d ic a id  p ro g ram .

5 (b ) By June 1 , 1991 , th e  G o v e rn o r 's  C o u n c i l f o r  th e  H an d ic a p p e d and

6 G i f t e d  and th e  O ld e r A la s k a n s Comm iss ion s h a l l s u b m it w r i t t e n  r e p o r t s  o

7 th e  l e g i s l a t u r e  and th e  D e p a rtm e n t o f H e a l th  and S o c ia l S e rv ic e s  do cu in e n t-

8 in g  t h e i r  re com m enda tio n s f o r  th e  scope and s u b s ta n c e  o f th e  o p t io n s  and

9 w a iv e r s  t h a t th e  d e p a r tm e n t may a p p ly  f o r  u n d e r t h i s  A c t , in c lu d in g  t h e i r

10 recommended p r i o r i t i e s  f o r  w h ic h  s p e c i f i c  p o p u la t io n s  s h o u ld  be s e rv e d .

11 *  Sec . 3 . PRELIMINARY DETERMINATIONS; FISCAL ANALYSIS OF PROPOSED

12 PROGRAM CHANGES. (a ) Based on th e  w r i t t e n  r e p o r t s ,  i n c lu d in g  th e  p r i o r i t y

13 d e s ig n a t io n s , r e c e iv e d  u n d e r s e c . 2 ( b ) o f t h i s  A c t , th e  D e p a rtm e n t o f

14 H e a l th  and S o c ia l S e rv ic e s  s h a l l make a p r e l im in a r y  d e te rm in a t io n  o f w h ic h

15 o p t io n s  and w a iv e rs  i t  p la n s  to  a p p ly  f o r .  The d e p a r tm e n t s h a l l ,  by

16 J a n u a ry  15 , 1992 , s u b m it to  th e  l e g i s l a t u r e  a r e p o r t  e s t im a t in g  th e  f i s c a l

17 e f f e c t  o f im p le m e n t in g  th e  p a r t i c u l a r  o p t io n s  and w a iv e rs  f o r - ' w h ic h  i t

18 p la n s  to  seek a p p ro v a l fro m  th e  fe d e r a l g o ve rnm e n t u n d e r t h i s  A c t . The

19 r e p o r t m ust in c lu d e  f o r  ea ch p o p u la t io n  g ro u p  f o r  w h ic h  a p p ro v a l f o r  an

20 o p t io n  o r w a iv e r w i l l  be s o u g h t

21 (1 ) a d e s c r ip t i o n  o f th e  g ro u p and i t s  g e o g ra p h ic a l d i s t r i b u -

22 t i o n ,  in c lu d in g  th e  num ber o f  p e rs o n s to  be s e rv e d  i n  each g e o g ra p h ic a l

23 a re a ;

24 (2 ) th e  s p e c i f i c  ty p e s  o f s e r v ic e s  to  be p r o v id e d  u n d e r th e

25 o p t io n  o r w a iv e r ;

26 (3 ) th e  c o s t to  th e  s t a t e  o f im p le m e n t in g  th e  o p t io n  o r w a iv e r ,

27 in c lu d in g  a d m in is t r a t i v e  c o s t s , th e  c o s t o f s e r v ic e s  t o  be p r o v id e d  u n d e r

28 th e  o p t io n s  o r w a iv e r s , and o th e r  a f f e c t e d  M e d ic a id  p ro g ram  c o s t s ; Che

29 r e p o r t m ust s p e c i f i c a l l y  a d d re s s w h e th e r use o f th e  o p t io n  o r w a iv e r w i l l
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1 r e s u l t  i n  th e  p r o v is i o n  o f s e r v ic e s  to  a n e w ly e l i g i b l e  p o p u la t io n  n o t

2 p r e v io u s ly  r e c e iv in g  M e d ic a id  s e r v ic e s ; and

3 (4 ) th e  c o s t to  th e  s t a t e  o f s e r v in g  th e  g ro u p  and o t h e r  a f f e c t *

1i ed M e d ic a id  p ro g ram  c o s t3  i f  th e  o p t io n  o r w a iv e r i s  n o t a p p ro v e d and

5 im p lem e n te d , in c lu d in g  a d m in is t r a t i v e  c o s ts  and th e  c o s ts  o f s e r v ic e s  t h a t

6 w o u ld  be p r o v id e d  i n  th e  e x i s t i n g  h e a l t h  c a re  d e l i v e r y  s y s tem  w i t h o u t u s in g

7 th e  o p t io n  o r w a iv e r .

8 (b ) D u r in g  th e  p ro c e s s  o f d e v e lo p in g  th e  a p p l i c a t i o n s  t h a t w o u ld  be

9 s u b m it te d  to  th e  f e d e r a l go e rnm en t f o r  i t s  a p p ro v a l u n d e r t h i s  A c t , r e l i -

10 a b le  in f o rm a t io n  s h o u ld  become a v a i l a b le  t o  s u b s t a n t ia t e  th e  c o s ts  o f

11 im p le m e n t in g  home and c om m un ity -b a s e d o p t io n s  and w a iv e r s . The l e g i s l a t u r e

12 a ckn ow le d g e s t h a t r e l i a b l e  in f o rm a t io n  on t h i s  s u b je c t i s  n o t c u r r e n t l y

13 a v a i l a b l e , a l th o u g h  lo n g - te rm  c o s t a v o id a n c e  i s  l i k e l y  because home and

14 com m un ity -b a s e d s e r v ic e s  w i l l  h e lp  s lo w  th e  r a t e  o f g ro w th  i n  th e  need f o r

15 c o n s t r u c t io n  o f a d d i t i o n a l n u r s in g  home beds and h e lp  p e rs o n s a v o id  i n s t i -

16 t u t i o n a l i z a t i o n .  T h e r e fo r e , i t  i s  th e  l e g i s l a t u r e ' s  i n t e n t  t h a t f i s c a l

17 n o te s  p re p a re d  f o r  t h i s  A c t s h o u ld  r e f l e c t  o n ly  th e  c o s ts  o f r e s e a r c h in g ,

18 w r i t i n g ,  n e g o t i a t i n g ,  and o b t a in in g  a p p ro v a l o f  th e  a p p l ic a t i o n s  t o  th e

19 fe d e r a l g o ve rnm en t and th e  c o s ts  o f p r e p a r in g  th e  f i s c a l  a n a ly s is  r e q u i r e d

20 u n d e r (a ) o f t h i s  s e c t i o n . E s t im a te s  o f p ro g ram  im p le m e n ta t io n  c o s t s ,

21 in c lu d in g  th e  c o s ts  o f  s e r v i c e s , s h o u ld  be made o n ly  a f t e r  c om p re h e n s iv e

22 d a ta  is  a v a i l a b l e . ,

23 Sec . 4 . F INAL DETERMINATION; APPLICATIONS FOR OPTIONS AND WAIVERS.

24 (a ) A f t e r  l e g i s l a t i v e  re v ie w  d u r in g  th e  Second S e s s io n  o f th e  S e v e n te e n th

25 A la s k a  S ta te  L e g i s l a t u r e , and b e fo r e  S ep tem be r 1 5 , 1992 , th e  D e p a rtm e n t o f

26 H e a l th  and S o c ia l S e r v ic e s  s h a l l a p p ly  to  th e  S e c r e ta r y  o f H e a l th  and Human

27 S e rv ic e s  f o r  p e rm is s io n  t o  use home and c om m u n ity -b a s e d  o p t io n s  and w a iv e r s

28 t h a t may be a p p ro v e d u n d e r 42 U .S .C . 1 3 9 6 n (c ) -  (d ) and o t h e r  fe d e r a l law s

29 f o r  d e v e lo p m e n ta l ly  d e la y e d  c h i l d r e n ,  d e v e lo p m e n ta l ly  d is a b le d  p e rs o n s ,
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1 disabled adults, and older Alaskans, especially those for whom the depart*

2 ment determines that but for the provision of the services the persons

3 would require the level of care provided in a hospital, nursing facility,

4 or intermediate care facility for the mentally retarded, the cost of which

5 could be reimbursed under the federal Medicaid program. When determining

6 which options and waivers it will apply for under this subsection, the

7 department shall consider the priorities recommended by the Governor’s

8 Council for the Handicapped and Gifted and the Older Alaskans Commission

9 and the specific budgetary authority and policy directives set by the

10 legislature.

11 (b) In its process of seeking permission to use options and receive

12 waivers under (a) of this section, the Department of Health and Social

13 Services may seek to provide all appropriate services allowed by federal

14 law that are consistent with the needs of the population groups for which

15 the department intends to provide services under the options and waivers.

16 (c) While preparing applications required under (a) of this section,

17 the Department of Health and Social Services shall consult with' the Cover-

18 nor’s Council for the Handicapped and Gifted and the Older Alaskans Commis*

19 sion. In addition, 60 days before submitting applications to the Secretary

20 of Health and Human Services, the department shall deliver a copy of the

21 proposed applications to the council and the commission for their review

22 and comment. The department shall consider comments made by the council

23 and commission and amend the applications as considered appropriate by the

24 department before submitting them to the Secretary of Health and Human

25 Services.

26 (d) The Department of Health and Social Services may submit more than

27 one application under this section if not. than one group of persons could

28 be effectively served by home or communlty*based options or waivers consis*

29 tent with (a) of this section and the requirements of 42 U S.C. I396n(c) -
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(d) and other federal laws.

* Sec. 5. INTERACENCY COORDINATION. The Governor's Council for the 

Handicapped and Gifted, the Older Alaskan3 Commission, and the Department 

of Health and Social Service- shall enter into an interagency agreement for 

carrying out this Act. The agreement must provide that

(1) the Department of Health and Social Services is recognized

as the lead agency responsible for applying to the federal government for

the use of options and waivers described in this Act; and

(2) all three agencies v/ill cooperate with each other in provid­

ing requested nonconfidcntial information that would assist the agencies in 

fulfilling their duties under this Act.

* Sec. 6. DEFINITIONS. In this Act

(1) "developmentally delayed children" means children who are 

eligible for Medicaid under federal regulations and need early intervention 

services because they

( A )  are experiencing developmental delays, as measured by 

appropriate diagnostic instruments and procedures, in cognitive devel­

opment; physical development, including vision and hearing; language 

and speech development; psychosocial development; or self-help skills;

(B) have a diagnosed physical or mental condition that is 

likely to result in developmental delay described in (A) of this 

paragraph; or

(C) are at risk of having substantial developmental delays 

a s  described i n  ( A )  of this paragraph i f  early Intervention services 

are not provided;

(2) "developmentally disabled person" means a person who Is 

eligible for Medicaid under federal regulations and has a  severe, chronic 

disability that

(A) is attributable to a mental or physical impairment or 
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mental and physical impairments; 

is manifested before the person attains age 22; 

is likely to continue indefinitely;

results in substantial functional limitations in three 

following areas of major life activity: self-care,

6 receptive and expressive language, learning, mobility, self-direction,

7 capacity for independent living, and economic selff-sufficiency; and

8 (E) reflects the person's need for a combination and se-

9 quence of special, interdisciplinary, or generic care, treatment, or

10 other services that are of lifelong or extended duration and are

11 individually planned and coordinated;

12 (3) "disabled adult" means a person 18 years of age or older who

13 is eligible for Medicaid under federal regulations and is unable to engage

14 in any substantial gainful activity by reason of a medically determinable 

1} physical or menta' impairment that can be expected to result in death or

16 that has lasted or can be expected to last for a continuous period of at

17 least 12 months;

18 (4) "older Alaskans" has the meaning given in AS 47.65.060,

19 except that it includes only older Alaskans who are eligible for Medicaid

20 under federal regulations.

21 * Sec. 7. This Act takes effect immediately under AS 01.10.070(c).

22

1 combination o*

2 (B )
3 (C)

4 (D)

5 or more of the
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Detail of Fiscal Note on SB 334
FY91 OPERATING

RSA
RSA O ld e r

M e d ic a l G o v e r n o r 's  A la s k a n s
A s s i s t a n c e  C o u n c i l Comm iss ion

100 P e rs o n / .1 S e r v i c e s

.7 5 PF T H e a l t h  P la n n e r I I I  (R21) 46 .8

1 .5 P'.'T R esea rch A n a l y s t I I I  (R18) 80 .7

,7 5 TFT C le r k  T y p i s t  I I I  (F.8) 2 1 .3

2 PF f  H e a l t h  P la n n e r I I  (R19)   5 8 .0  5 8 .0

S u b - T o t a l 14 8 .8 5 8 .0  5 8 ,0

200 T r a v e l 1 0 .6 1 5 .4  1 0 .0

300 C o n t r a c t u a l

O f f i c e  Space , R is k  Management,

t e l e p h o n e , e t c .  5 2 .6  1 5 .6  2 9 .0

FOCUS: N a t i o n a l A s s o c i a t i o n  o f  6 .0

S t a t e  U n i t s  on A g in g c o m p u te r i z e d  

p r o j e c t i o n  o f  a d u l t  f u n c t i o n a l  

d i s a b i l i t i e s  based on th e  1980 

c e n s u s .

C o n s u l t a n t Fees I n c l u d i n g  T r a v e l 1 4 .0  6 .0

RSA 's

O ld e r A la s k a n s  C omm iss ion 11 0 .0

G o v e r n o r 's  C o u n c i l H & G 110 .0 _____ _____

S u b - T o t a l 2 7 8 .6  2 9 .6  3 5 .0

400 S u p p l ie s  6 .0  1 .5  1 •5

500 E qu ipm en t

M ic r o c o m p u te r h a rdw a re and s o f t w a r e  1 6 .0 4 .0  4 .0

D es ks , c h a i r s ,  e t c .  6 .0  1 .5  1 .5

S u b - T o t a l 2 2 .0  5 .5  5 .5

TOTAL FY91 OPERATING 46 6 .0 1 1 0 .0  11 0 .0

FUNDING:

50% F e d e r a l F i n a n c i a l P a r t i c i p a t i o n  

50% S t a t e  G e n e ra l Fund Ma tch

2 3 3 .0

2 3 3 .0



Detail of Fiscal Note on SB 334
FY92 OPERATING

100 Pe r s o n a l S e r v i c e s

1 PFT H e a l t h  P la n n e r I I I  (R21)

2 PFT R esea rc h A n a l y s t I I I  (P18)

1 PFT C le r k  T y p i s t  I I I  (R8)

2 PFT H e a l t h  P la n n e r I I  (R l 9)

S u b - T o ta l

200 T r a v e l

300 C o n t r a c t u a l

O f f i c e  S pace , R is k  Management, 

t e le p h o n e , e t c .

RSA

O ld e r A la s k a n s  Comm iss ion 

G o v e r n o r ' s  C o u n c i l H & G 

S u b - T o t a l

RSA
RSA O ld e r

M e d ic a l G o v e r n o r 's  A la s k a n s 
A s s i s t a n c e  C o u n c i l Comm iss ion

6 3 .6

11 0 .7 

2 9 .3

  6 0 .0  6 0 .0

2 0 3 .7 6 0 .G 60 .0

4 .9  5 .7  5 .7

5 4 .7  1 3 .5  13 .5

8 2 .0

8 0 .7 _______________ _____

2 1 7 .4 1 3 .5  13 .5

400 S u p p l i e s

TOTAL FY92 OPERATING

6 .5 1 .5 1 .5

4 3 2 .5 8 0 .7 8 0 .7

FUNDING:

50% F e d e r a l F i n a n c i a l P a r t i c i p a t i o n  

50% S ta t e  G e n e ra l Fund Ma tch

21 6 .3

2 1 6 .2



Detail of Fiscal Note on SB 334
FY93 OPERATING

1 0 0

2 0 0

300

400

TOTAL

P e r s o n a l S e r v i c e s

1 PFT H e a l t h  P la n n e r I I I  (R21)

2 PFT R esea rc h A n a l y s t  I I I  (R18)

1 PFT C le r k  T y p i s t  I I I  (R8)

2 PFT H e a l t h  P la n n e r I I  (R19)

S u b - T o t a l

T r a v e l

C o n t r a c t u a l

O f f i c e  S pa ce , R is k  Managemen t, 

t e l e p h o n e , e t c .

RSA
O ld e r A la s k a n s  C omm iss ion 

G o v e r n o r ' s  C o u n c i l H & G 

S u b - T o t a l

S u p p l i e s

FY93 OPERATING

RSA
RSA O ld e r

M e d ic a l G o v e r n o r 's  A la s k a n s  
A s s i s t a n c e  C o u n c i l C omm iss ion

6 6 . 2  
114. 4 

29 . 8

  6 1 .7 6 1 .7

2 1 0 .4 6 1 .7 61 .7

4 .7  4 .4  4 .4

5 6 .8  1 3 .5 1 3 .5

81 .1

8 1 .1    ____

2 1 8 .9  1 3 .5  1 3 .5

6 . 5  1 .5  1 .5

4 4 0 .5 8 1 .1 81 .1

FUNDING:

50% F e d e r a l F i n a n c i a l  P a r t i c i p a t i o n  22 0 .2

50% S t a t e  G e n e ra l Fund M a tc h 22 0 .3
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D e p a r tm e n t o f  A d m i n i s t r a t i o n  
O ld e r A la s k a n s Comm iss ion 
D r a f t  R e v i s i o n  1 /1 9 /9 0

D e t a i l  o f  F i s c a l N o te on SB 334

FY 91

100 P e r s o n a l S e r v i c e s
1 PFT H e a l t h  P la n n e r I I  (Range 19) Juneau $

200 T r a v e l
I n c l u d e s  as o n e - t im e  e x p e n s e s :
One 2 -w eek v i s i t  t o  a M e d ic a id  Home Care 
W a iv e r S t a t e  t o  s t u d y  s t a t e  and l o c a l  
o p e r a t i o n s  ( 2 . 0 ) ,  a M e d ic a id  e x p e r t ’ s 
t r a v e l  t o  A la s k a  t o  c o n s u l t  f o r  5 da ys ( 2 . 0 ) .

300 C o n t r a c t u a l S e r v i c e s
I n c l u d e s  as o n e - t im e  e x p e n s e s :
P u b l i c  s em in a r on Home Care O p t io n s  f o r  a l l  
d i s a b l e d  g ro u p s c o v e re d  b y SB 334 ( 9 . 0 ) ,  
p r i n t i n g  o f  r e p o r t  f rom  OAC ( 6 . 0 , )  and 
M e d ic a id  e x p e r t / c o n s u l t a n t s  ( 6 . 0 )

400 S u p p l ie s

500 E qu ipm en t
I n c l u d e s  as o n e - t im e  e x p e n s e s :
C om pu te r , d e s k , e t c .  _

5 8 ,0 2 7

1 0 , 0 0 0

35 ,0 0 0

1 .5 0 0

5 .5 0 0

FY 91 TOTAL: $110 ,0 2 7



January 8, 1990 SENATE JOURNAL p. 1984

SB 334

SENATE B IL L  NO. 334 by S e n a to r s  U e h l i n g , Fah renkam p , Duncan , 
S t u r g u l e w s k i ,  F a i k s , H a l f o r d ,  Rodey and J o n e s , e n t i t l e d :

"An A c t d i r e c t i n g  t h e  D e p a r tm e n t o f  H e a l t h  and 
S o c i a l S e r v i c e s  t o  se e k p e rm is s i o n  t o  use 
o p t i o n s  and r e c e i v e  w a iv e r s  u n d e r t h e  M e d ic a id
p ro g ram  f o r  t h e  c o s t o f  home o r  c om m un i ty -b a s e d
s e r v i c e s  f o r  d e v e lo p m e n t a l l y  d e la y e d  c h i l d r e n ,  
d e v e lo p m e n t a l l y  d i s a b l e d  p e r s o n s , d i s a b l e d  
a d u l t s ,  and o l d e r  A la s k a n s ; d i r e c t i n g  o t h e r  
a g e n c ie s  t o  a s s i s t  i n  t h a t  p r o c e s s ; and 
p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

was re a d  t h e  f i r s t  t im e  and r e f e r r e d  t o  t h e  H e a l t h ,
E d u c a t io n  and S o c i a l S e r v i c e s  C omm it te e and t h e  F in a n c e
C om m it te e .

J a n u a r y  16 , 1990 SENATE JOURNAL p . 2111

SB 334

S e n a to r E l i a s o n  moved and a s ke d unan im ou s c o n s e n t t h a t  he be 
shown as a c o - s p o n s o r on SENATE B IL L  NO. 334 (An A c t
d i r e c t i n g  t h e  D e p a r tm e n t o f  H e a l t h  and S o c i a l S e r v i c e s  t o  
se e k p e rm is s i o n  t o  use o p t i o n s  and r e c e i v e  w a iv e r s  u n d e r t h e  
M e d ic a id  p ro g ram  f o r  t h e  c o s t  o f  home o r  c om m un i ty -b a s e d
s e r v i c e s  f o r  d e v e lo p m e n t a l l y  d e la y e d  c h i l d r e n ,  
d e v e lo p m e n t a l l y  d i s a b l e d  p e r s o n s , d i s a b l e d  a d u l t s ,  and o l d e r  
A la s k a n s ; d i r e c t i n g  o t h e r  a g e n c ie s  t o  a s s i s t  i n  t h a t
p r o c e s s ; and p r o v i d i n g  f o r  an e f f e c t i v e  d a t e ) .  W ith o u c
o b j e c t i o n ,  i t  was so o r d e r e d .

J a n u a r y  18 , 1990 SENATE JOURNAL p . 2135

SB 334

Tha H e a l t h , E d u c a t io n  and S o c i a l S e r v i c e s  C omm it te e
c o n s id e r e d  SENATE B IL L  NO. 334 (An A c t d i r e c t i n g  t h e  
D e p a r tm e n t o f  H e a l t h  and S o c i a l S e r v i c e s  t o  s e e k p e rm is s io n  
t o  u se o p t i o n s  and r e c e i v e  w a iv e r s  u n d e r t h e  M e d ic a id  
p ro g ram  f o r  t h e  c o s t o f  home o r  c om m u n i ty -b a s e d s e r v i c e s  f o r  
d e v e lo p m e n t a l l y  d e la y e d  c h i l d r e n ,  d e v e lo p m e n t a l l y  d i s a b l e d  
p e r s o n s , d i s a b l e d  a d u l t s ,  and o l d e r  A la s k a n s ; d i r e c t i n g  
o t h e r  a g e n c ie s  t o  a s s i s t  i n  t h a t  p r o c e s s ; and p r o v i d i n g  f o r  
an e f f e c t i v e  d a te ) and a m a j o r i t y  o f  t h e  c om m it te e
recommended do p a s s . The r e p o r t  was s ig n e d  b y S e n a to r 
F i s c h e r ,  C h a i r  and c o n c u r r e d  i n  b y S e n a to r s  Jone s and 
Duncan . S e n a t o r Adams s ig n e d  "n o  re c o m m e n d a t io n . "



SB 334 con1td

Two f i s c a l  n o te s  f rom  D e p a r tm e n t o f  H e a l t h  and S o c ia l 
S e r v i c e s  and a f i s c a l  n o te  f r o m  D e p a r tm e n t o f  A d m in i s t r a t i o n  
p u b l i s h e d  t o d a y .

SENATE B IL L  NO. 334 was r e f e r r e d  t o  t h e  F in a n c e  C omm it te e .

J a n u a r y  22 , 1990 SENATE JOURNAL p . 2166

SB-33A

The F in a n c e  C omm it te e c o n s id e r e d  SENATE B IL L  NO. 334 (An A c t 
d i r e c t i n g  t h e  D e p a r tm e n t o f  H e a l t h  and S o c i a l S e r v i c e s  t o  
se e k p e rm is s i o n  t o  use o p t i o n s  and r e c e i v e  w a iv e r s  u n d e r th e  
M e d ic a id  p ro g ram  f o r  t h e  c o s t o f  home o r  c om m un i ty -b a s e d 
s e r v i c e s  f o r  d e v e lo p m e n ta l l y  d e la y e d  c h i l d r e n ,  
d e v e lo p m e n t a l l y  d i s a b l e d  p e r s o n s , d i s a b l e d  a d u l t s ,  and o l d e r  
A la s k a n s ; d i r e c t i n g  o t h e r  a g e n c ie s  t o  a s s i s t  i n  t h a t  
p r o c e s s ; and p r o v i d i n g  f o r  an e f f e c t i v e  d a te ) and a m a j o r i t y  
o f  t h e  c om m i t te e  recommended do p a s s . The r e p o r t  was s ig n e d  
b y S e n a to r U e h l i n g , C o -C h a i r , and c o n c u r r e d  i n  by S e n a to r s  
Z h a r o f f ,  Duncan , F ra n k , P ea rc e and F i s c h e r .

F i s c a l  n o t e s  f r o m  D epa r tm e n t o f  H e a l t h  and S o c i a l S e r v i c e s  
and D e p a r tm e n t o f  A d m i n i s t r a t i o n  p u b l i s h e d  t o d a y .

SENATE B IL L  NO. 334 was r e f e r r e d  t o  t h e  R u le s C om m it te e .

J a n u a r y  22 , 1990 SENATE JOURNAL p . 2172

S3  3?4
S e n a to r Z h a r o f f  moved and a s ke d unan im ou s c o n s e n t t h a t  he be 
shown as a c o - s p o n s o r on SENATE B IL L  NO. 334 (An A c t 
d i r e c t i n g  t h e  D e p a r tm e n t o f  H e a l t h  and S o c i a l S e r v i c e s  t o  
se e k p e rm is s i o n  t o  use o p t i o n s  and r e c e i v e  w a iv e r s  u n d e r th e  
M e d ic a id  p ro g ram  f o r  t h e  c o s t o f  home o r  c om m un i ty -b a s e d 
s e r v i c e s  f o r  d e v e lo p m e n t a l l y  d e la y e d  c h i l d r e n ,  
d e v e lo p m e n t a l l y  d i s a b l e d  p e r s o n s , d i s a b l e d  a d u l t s ,  and o l d e r  
A la s k a n s ; d i r e c t i n g  o t h e r  a g e n c ie s  t o  a s s i s t  i n  t h a t  
p r o c e s s ; and p r o v i d i n g  f o r  an e f f e c t i v e  d a t e ) .  W i t h o u t 
o b j e c t i o n ,  i t  was so o r d e r e d .



January 24, 1990 SENATE JOURNAL p. 2205

S B -3 3,4.
S e n a to r P o u r c h o t moved and a sked unan im ous c o n s e n t t h a t  he 
be shown as a c o - s p o n s o r on SENATE B IL L  NO. 334 (An A c t 
d i r e c t i n g  t h e  D e p a r tm e n t o f  H e a l t h  and S o c i a l S e r v i c e s  t o  
se e k p e rm is s i o n  t o  use o p t i o n s  and r e c e i v e  w a iv e r s  u n d e r t h e  
M e d ic a id  p ro g ram  f o r  t h e  c o s t o f  home o r  c om m un i ty -b a s e d 
s e r v i c e s  f o r  d e v e lo p m e n t a l l y  d e la y e d  c h i l d r e n ,  
d e v e lo p m e n t a l l y  d i s a b l e d  p e r s o n s , d i s a b l e d  a d u l t s ,  and o l d e r  
A la s k a n s ; d i r e c t i n g  o t h e r  a g e n c ie s  t o  a s s i s t  i n  t h a t  
p r o c e s s ; and p r o v i d i n g  f o r  an e f f e c t i v e  d a t e ) . W i t h o u t 
o b j e c t i o n ,  i t  was so o r d e r e d .



U e h l i n g

SECTIONAL ANALYSIS 
SENATE B IL L  3 3 4 (e fd -am )

The f o l l o w i n g  i s  a s e c t i o n a l a n a l y s i s  o f  SB 334 , a b i l l  
w h ic h  d i r e c t s  t h e  D e p a r tm e n t o f  H e a l t h  and S o c i a l S e r v i c e s  
t o  seek a p p r o v a l f o r  c e r t a i n  o p t i o n s  and w a iv e r s  u n d e r t h e  
f e d e r a l m e d ic a id  p ro g ram .

I n  g e n e r a l ,  t h e  b i l l  r e q u i r e s  DHSS t o  c o o r d i n a t e  t h e  
a p p l i c a t i o n  w i t h  i n f o r m a t i o n  o b ta in e d  f rom  t h e  O ld e r 
A la s k a n s Comm iss ion and t h e  G o v e r n o r 's  C o u n c i l on G i f t e d  and 
H and ic a p p e d .

The b i l l  was amended on t h e  S e n a te F l o o r .  The amendment 
changed th e  e f f e c t i v e  d a te  f rom  J u l y  1 , 1990 t o  im m e d ia t e l y  
u n d e r AS 0 1 . 1 0 . 0 7 0 ( c ) .

S e c t i o n  1

S u b s e c t io n  (a - b ) p r o v i d e s  a d e s c r i p t i v e  b a s i s  f o r  
m a n d a t in g a m e d ic a id  o p e r a te d  home c a r e  p ro g ra m .

S u b s e c t io n  (c ) names th e  D e p a r tm e n t o f  H e a l t h  and S o c i a l 
S e r v i c e s  as t h e  le a d  agency f o r  p r e p a r i n g  t h e  f e d e r a l 
a p p l i c a t i o n  a f t e r  t a k i n g  i n t o  c o n s i d e r a t i o n  p r i o r i t i e s  
recommended by th e  O ld e r A la s k a n s  Comm iss ion and t h e  
G o ve rn o rs C o u n c i l f o r  t h e  H and ic a p p e d and G i f t e d .

Se c t i o n  2

S u b s e c t io n  (a ) d e s c r i b e s  p r e l im i n a r y  r e s e a r c h  a c t i v i t i e s  
t o  be c o r i u c t e d  by th e  G o v e r n o r 's  C o u n c i l f o r  t h e  
H and ic a ppe d and G i f t e d ,  and t h e  O ld e r A la s k a n s  C omm is s io n .

S u b s e c t io n  (b ) s e t s  June 1 , 1991 as t h e  d e a d l i n e  f o r  t h e  
s u bm is s io n  o f  a w r i t t e n  r e p o r t  t o  DHSS and t h e  L e g i s l a t u r e  
t o  d e t a i l  t h e  r e s u l t s  o f  t h e  a c t i v i t i e s  i n  S u b s e c t i o n  (a ) 
above .

S e c t i o n  3

S u b s e c t io n  fa ) d i r e c t s  t h e  D e p a r tm e n t o f  H e a l t h  and S o c i a l 
S e r v i c e s  t o  s u bm i t a r e p o r t  t o  t h e  L e g i s l a t u r e  by J a n u a r y  
15 , 1992 w h ic h  e s t im a t e s  t h e  c o s t o f  im p le m e n t in g  
p a r t i c u l a r  o p t i o n s  and w a iv e r s  f o r  w h ic h  i t  p l a n s  t o  seek 
a p p r o v a l f rom  t h e  f e d e r a l g o ve rnm e n t u n d e r t h i s  A c t .



Page 2 
S e c t i o n a l A n a l y s i s  
S en a te B i l l  3 3 4 (e fd -am )

’u b s e c t i o n  (b ) d e f i n e s  t h e  c o s t s  t o  be used by t h e  
a d m i n i s t r a t i o n  i n  p r e p a r i n g  t h e  f i s c a l  n o te  f o r  t h i s  b i l l  
as th o s e  n e c e s s a r y  f o r  t h e  r e s e a r c h i n g , w r i t i n g ,  
n e g o t i a t i n g  and o b t a i n i n g  a p p r o v a l o f  t h e  a p p l i c a t i o n  t o  
t h e  f e d e r a l g o v e rnm e n t and t h e  c o s t s  o f  p r e p a r i n g  t h e  
f i s c a l  a n a l y s i s  u n d e r t h i s  s e c t i o n .

S e c t i o n  4 p r o v i d e s  f o r  L e g i s l a t i v e  r e v ie w  o f  t h e  
a p p l i c a t i o n s  f o r  o p t i o n s  and w a i v e r s  p r i o r  t o  s u b m is s io n  by 
th e  D e p a r tm e n t o f  H e a l t h  and S o c i a l S e r v i c e s . T h i s  s e c t i o n  
a l s o  d i r e c t s  DHSS t o  c o n s u l t  w i t h  t h e  G o v e r n o r 's  C o u n c i l f o r  
t h e  H a n d ic a p p e d and G i f t e d  and t h e  O ld e r A la s k a n s  Comm iss ion 
d u r i n g  t h e  p r e p a r a t i o n  o f  t h e  a p p l i c a t i o n s .

S e c t i o n  5 r e q u i r e s  t h e  D e p a r tm e n t o f  H e a l t h  and S o c i a l 
S e r v i c e s , t h e  G o v e r n o r ' s  C o u n c i l f o r  t h e  H a n d ic a p p e d and 
G i f t e d ,  and t h e  O ld e r A la s k a n s  C omm iss ion t o  p r e p a r e  an 
in t e r a g e n c y  a g re em e n t f o r  c a r r y i n g  o u t t h i s  A c t .

S e c t i o n  6 s e t s  o u t t h e  d e f i n i t i o n s  i n  t h i s  A c t f o r  
" d e v e l o p m e n t a l l y  d e la y e d  c h i l d r e n " ,  d e v e lo p m e n t a l l y  d i s a b l e d  
p e r s o n " , " d i s a b l e d  a d u l t " ,  and " o l d e r  A la s k a n s " .

S e c t i o n  7 c r e a t e s  an im m e d ia te  e f f e c t i v e  d a t e .
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Î
tt
ep
ar
tm
en
t 

of
 

H
ea

lth
 

& 
S

o
c

ia
l 

S
e

rv
ic

e
s

POSITION PAPER 

SENATE B IL L  334

F o r an A c t e n t i t l e d :  "An A c t d i r e c t i n g  t h e  D e p a r tm e n t o f
H e a l t h  and S o c i a l S e r v i c e s  t o  seek 
p e rm is s io n  t o  use o p t i o n s  and 
r e c e i v e  w a iv e r s  u n d e r t h e  M e d ic a id  
p ro g ram  f o r  t h e  c o s t  o f  home o r 
c om m un i ty -b a s e d s e r v i c e s  f o r  d e v e l ­
o p m e n t a l l y  d e la y e d  c h i l d r e n ,  d e v e l ­
o p m e n t a l l y  d i s a b l e d  p e r s o n s , d i s ­
a b le d  a d u l t s ,  and o l d e r  A la s k a n s ; 
d i r e c t i n g  o t h e r  a g e n c ie s  t o  a s s i s t  
i n  t h a t  p r o c e s s ; and p r o v i d i n g  f o r  
an e f f e c t i v e  d a t e . "

T h is  A c t d i r e c t s  th e  D e p a r tm e n t o f  H e a l t h  and S o c i a l S e r v i c e s , 
t h e  G o v e r n o r 's  C o u n c i l f o r  th e  H a n d ic a p p e d and G i f t e d ,  and th e  
O ld e r A la s k a n s C omm iss ion t o  e n t e r  i n t o  an i n t e r a g e n c y  a g re e ­
men t t o  w o rk to w a r d  p r e p a r i n g  r e p o r t s  and f i s c a l  a n a l y s i s  t o  
be p r o v i d e d  t o  t h e  L e g i s l a t u r e  f o r  th e  p u rp o s e  o f  o b t a i n i n g  
M e d i c a i d - f u n d i n g  f o r  s e r v i c e s  and w a iv e r s  t o  p r o v i d e  acce s s t o  
home and comm un ity based c a re  f o r  t h e  c l a s s e s  o f  i n d i v i d u a l s  
d e s c r i b e d  i n  th e  i ' s  t i t l e .

The A c t e s t a b l i s h e s  g u i d e l i n e s  i n c l u d i n g  a t im e f r a m e  i n  w h ic h  
t h e  D e p a r tm e n t m u s t c o n d u c t r e s e a r c h , a n a ly z e  re c om m end a t io n s 
o f  th e  O ld e r A la s k a n ' s  Comm iss ion (OAC) and t h e  G o v e r n o r 's  
C o u n c i l f o r  t h e  H and ica ppe d and G i f t e d  (GCHG), p re p a r e  a 
d e t a i l e d  f i s c a l  a n a l y s i s ,  and w r i t e  and s u b n i t  s t a t e  p la n  
amendments and w a i v e r  r e q u e s t s .

D u r in g  FY91, th e  D e p a r tm e n t ' s  e f f o r t s  w i l l  be d i r e c t e d  to w a rd  
s t a f f  t r a i n i n g ,  c r e a t i o n  o f  a p r o j e c t  p l a n ,  c o n s u l t a t i o n  w i t h  
e x p e r t s ,  r e s e a r c h  i n  f e d e r a l and s t a t e  la w  and r e g u l a t i o n s ,  
c r e a t i o n  o f  a d a ta  base o f  p o t e n t i a l  c l i e n t s  and e x i s t i n g  
s e r v i c e s ,  and p u b l i c  m e e t in g s  t o  o b t a i n  i n f o r m a t i o n  on s e r v i c e  
needs and e x p e c t a t i o n s .

I n  FY92 th e  D e p a r tm e n t w i l l  p r e p a r e  d r a f t  w a i v e r  r e q u e s t s , 
M e d ic a id  S t a t e  P la n  Amendments , and a f i s c a l  n o te  a n a l y s i s  as 
s p e c i f i e d  i n  S e c t i o n  3 o f  S en a te B i l l  334 . T h is  w i l l  r e q u i r e  
o n - g o in g  r e s e a r c h  and p la n n i n g  i n c l u d i n g  c o o r d i n a t i o n  w i t h  th e  
O ld e r A la s k a n 's  C omm iss ion and th e  G o v e r n o r ’ s C o u n c i l f o r  th e  
H and ica pped and G i f t e d  and th e  H e a l t h  C a re F in a n c i n g  A d m in i s ­
t r a t i o n .

I n  FY93 th e  D e p a r tm e n t w i l l  f i n a l i z e  w a i v e r  r e q u e s t s  and s t a t e  
p la n  amendments t h a t  have been fu n d e d b y th e  L e g i s l a t u r e .  
These w i l l  be s e n t t o  th e  G o v e r n o r 's  C o u n c i l f o r  th e  H a n d i ­
capped and G i f t e d  and O ld e r A la s k a n ' s  C omm is s io n b y J u l y  15 , 
1992 . A f t e r  c o n s i d e r a t i o n  o f  an y re c om m e n d a t io n s f rom  th e  
G o v e r n o r 's  C o u n c i l f o r  th e  H an d ic a p p e d and G i f t e d  o r  th e  O ld e r
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P o s i t i o n  Pape r 
S ena te B i l l  No. 334 
Page 2

A la s k a n ' s  C omm is s io n t h e  D e p a r tm e n t w i l l  s u b m i t t h e  w a iv e r s  
and s t a t e  p la n  amendments t o  th e  H e a l t h  Care F in a n c i n g  Adm in ­
i s t r a t i o n  by S ep tem be r 15 , 1992 . S t a t e  p la n  amendments a re  
g e n e r a l l y  a p p ro v e d w i t h i n  90 da y s o f  s u b m is s io n . Once 
a p p r o v a l i s  c e r t a i n  t h e  D e p a r tm e n t w i l l  b e g in  im p le m e n t a t i o n . 
The a v e ra g e le n g t h  o f  t im e  be tw ee n s u b m is s io n  o f  a w a iv e r  
r e q u e s t t o  th e  H e a l t h  Care F in a n c in g  A d m i n i s t r a t i o n  and f i n a l  
a p p r o v a l i s  a p p r o x im a t e l y  9 m o n th s . I n  FY94 th e  D e p a r tm e n t 
w o u ld  bo im p le m e n t in g  th e  w a i v e r .

D e p a r tm e n t P o s i t i o n
The f e d e r a l la w s g o v e r n in g  th e  M e d ic a id  P ro g ram have been 
u n d e r g o in g  r a p i d  change and w i l l  l i k e l y  c o n t i n u e  t o  change 
e s p e c i a l l y  i n  t h e  a re a  o f  lo n g - t e rm  c a r e . I t  i s  c r i t i c a l l y  
im p o r t a n t  f o r  t h e  D e p a r tm e n t t o  s t a y  c u r r e n t  on th e  laws 
a f f e c t i n g  M e d ic a id  s e r v i c e s  and w a i v e r s  and t o  a s s i s t  i n  
p o s i t i o n i n g  t h e  s t a t e  t o  ta k e  a d v a n ta g e o f  f e d e r a l f i n a n c i n g  
o p p o r t u n i t i e s  i n  r e g a r d  t o  th e  c l a s s i f i c a t i o n s  o f  i n d i v i d u a l s  
t a r g e t e d  u n d e r S e n a te B i l l  334.

SB 334 p r o v i d e s  a p ro c e s s  by w h ic h  t h e  DHSS, OAC and G o ve r ­
n o r ' s  C o u n c i l can a c t  t o g e t h e r  t o  recommend t o  th e  L e g i s l a t u r e  
th e  m os t a p p r o p r i a t e  home and comm un i ty based M e d ic a id  o p t i o n s  
and w a i v e r s .  The D e p a r tm e n t o f  H e a l t h  and S o c i a l S e r v i c e s  
s u p p o r t s  SB 334 .
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POSITION PAPER 
ON SENATE B IL L 334

S e n a te B i l l  334 , t h e  Home C a re B i l l , w i l l  comm it th e  S t a t e  t o  a 
tw o y e a r p ro c e s s  o f  p l a n n i n g  and a p p l y i n g  f o r  f e d e r a l M e d ic a id  
p ro g ram s t o  pay f o r  home and comm un ity based s u p p o r t s e r v i c e s  f o r  
t h e  e l d e r l y ,  and d i s a b l e d  a d u l t s  and c h i l d r e n  who need such 
s e r v i c e s  t o  a v o id  p la c em e n t i n  n u r s i n g  homes o r  o t h e r  
i n s t i t u t i o n s .

A la s k a  i s  a lm o s t t h e  o n l y  s t a t e  t h a t  does n o t now use M e d ic a id  
d o l l a r s  f o r  home c a r e  p ro g ram s f o r  f u n c t i o n a l l y  d i s a b l e d  
c i t i z e n s .  Many s t a t e s  use a c o m b in a t io n  o f  M e d ic a id  " o p t i o n a l 
s e r v i c e s "  and a Home Ca re "W a iv e r " t o  c om p le te  th e  c o n t in u um  o f  
c a r e  a v a i l a b l e  t o  p e rs o n s w i t h  d i s a b i l i t i e s .

A l t h o u g h  i n s t i t u t i o n a l  c a r e  w i l l  a lw a y s be needed f o r  some 
c l i e n t s ,  a ra n g e o f  "home and comm un ity c a r e "  M e d ic a id  p ro g ram s 
can be used by t h e  s t a t e  t o  p r o v i d e  le s s  c o s t l y  and h i g h e r  
q u a l i t y - o f - l i f e  a l t e r n a t i v e s  t o  n u r s i n g  homes f o r  many p e o p le . 
Home c a r e  o p t i o n a l s e r v i c e s  a s s i s t  f a m i l y  c a r e g i v e r s  t o  e x te n d  
t h e  t im e  when a f r a i l  s e n i o r  o r  o t h e r  d i s a b l e d  f a m i l y  member can 
s t a y  a t  home, o r  a v o id  n u r s i n g  home p la c em e n t a l t o g e t h e r .

O ve r t h i r t y  o t h e r  s t a t e s  now use M e d ic a id  t o  augmen t m e d ic a l c a r e  
f o r  th e  e l d e r l y  w i t h  " s o c i a l "  s e r v i c e s  t o  s u p p o r t home o r  
comm un i ty c a r e . These i n c l u d e  s e r v i c e s  such as a d u l t  day c a r e , 
in -h om e r e s p i t e  c a r e ,  h o s p ic e  c a r e , homemaker and home h e a l t h  
s e r v i c e ,  ca se managemen t, and a d u l t  f o s t e r  c a r e .

O ld e r A la s k a n s have v e r y  l i m i t e d  o r  no acce s s t o  th e s e  t y p e s  o f  
s e r v i c e s ;  o n l y  a few o f  th e s e  o p t i o n s  a r e  a v a i l a b l e  th r o u g h  OAC 
s e r v i c e s  t o  th e  e l d e r l y ,  and o n l y  i n  a few to w n s . What s e r v i c e s  
do e x i s t  a r e  f r a gm e n te d , p r o v i d e d  by s i x  d i f f e r e n t  s t a t e  a g e n c ie s  
( o r  t h e i r  l o c a l  c o n t r a c t o r s ) ,  and t h e r e  i s  no one e n t r y  p o i n t  t o  
home c a r e , n o r any one p e r s o n  who a l l o c a t e s  th e  c a r e  re s o u r c e s  
among th o s e  i n  need o r  h e lp s  t o  c o o r d i n a t e  th e  d i f f e r e n t  s e r v i c e s  
t o  make an o v e r a l l  e f f e c t i v e  c a r e  package f o r  t h e  f a m i l y  and 
c l i e n t .  When a p e rs o n  i s  85 , r a i l ,  i l l ,  and hom e -bound , d e a l i n g  
w i t h  s i x  b u r e a u c r a c ie s  i s  an o e rw h e lm in g  b u rd e n — p e rh a p s fh e  
m os t im p o r t a n t o p t i o n a l M ed ica d s e r v i c e  A la s k a  c o u ld  s t a r t  w o u ld  
be managed c a r e , o r  "c a se m ana jem on t" o f  home s e r v i c e  f o r  th e  
m os t f r a i l  and d i s a b l e d .

SB 334 a u t h o r i z e s  t h e  OAC and he G o v e r n o r ’ s C o u n c i l f o r  th e  
H an d ic a p p e d and G i f t e d  t o  each c o n d u c t a y o a r o f  r e s e a r c h  i n t o
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t h e  needs o f t h e i r  p o p u l a t i o n s ,  and by Ju n e , 1991 t o  is s u e  a 
r e p o r t  recommend ing th e  b e s t c o m b in a t io n  o f M e d ic a id  s e r v i c e s  f o r  
th e  p o p u la t i o n s  each r e p r e s e n t s .

The M e d ic a l A s s i s t a n c e  D i v i s i o n  o f th e  D e p a r tm e n t o f H e a l t h  and 
S o c i a l S e r v ic e s  i s  manda ted by SB 334 t o  re s p o n d to  t h e  OAC and 
GCHG r e p o r t s  w i t h  c o s t s t u d i e s  and i t s  own re c om m enda t io n s f o r  
t h e  1992 L e g i s l a t u r e .  I f  th e  1992 L e g i s l a t u r e  a p p ro v e s t h e  
p la n s , th e  S ta t e  w o u ld s u b m i t a p p l i c a t i o n s  t o  th e  f e d e r a l M e d ic a l 
agency by l a t e  1992 . S e r v ic e s  w ou ld be phased i n ,  s t a r t i n g  i n

SB 334 i n s t r u c t s  t h e  t h r e e  a g e n c ie s , M e d ic a l A s s i s t a n c e , OAC, and 
th e  GCHG t o  c o o r d i n a t e  t h e i r  w o rk th r o u g h  an i n t e r - a g e n c y  
c om m i t te e . The t h r e e  a g e n c ie s  a re  a l r e a d y  p l a n n i n g  a " te am " 
a p p ro a c h t o  t h i s  m u l t i - y e a r  p r o j e c t ,  and have t r i e d  t o  c o o r d i n a t e  
t h e i r  f i s c a l  n o te s i n  such a way as to  use o n e - h a l f  f e d e r a l 
M e d ic a id  d o l l a r s  t o  fu n d  th e  p r o j e c t .

The O ld e r A la s k a n 3 Comm iss ion s t r o n g l y  e n d o rs e r SB 3 3 4 . A la s k a  
m us t seek a l l  a v a i l a b l e  f e d e r a l d o l l a r s  t o  h e lp  f i l l  t h e  s e r i o u s  
gaps i n  A la s k a ' s  " c o n t in u u m " o f  c a r e  f o r  t h e  e l d e r l y  and 
d i s a b l e d .  A l t h o u g h  th e  M e d ic a id  p ro g ram s w i l l  n o t s e r v e  a l l  
s e n i o r s ,  a base o f  M e d ic a id  d o l l a r s  t o  fu n d  home and com m un i ty 
s e r v i c e s  w ou ld f r e e  o t h e r  s t a t e  re s o u r c e s  f o r  s im i l a r  s e r v i c e s  t o  
m o de ra te in com e , a t - r i s k  e l d e r l y  l i v i n g  a t  home.

A l t h o u g h  A la s k a  e a r l i e r  made b o ld  i n i t i a t i v e s  t o  s e t up P io n e e r s ' 
Homes and th e  L o n g e v i t y  Bonus t o  a s s i s t  s e n io r s  who w is h  t o  s t a y  
i n  th e  s t a t e ,  A la s k a  has n o t k e p t up w i t h  t h e  s t a t e - o f - t h e - a r t  i n  
e l d e r  ( o r  d i s a b l e d )  c a r e  i n  o t h e r  s tu i . e s . As a s t a t e ,  A la s k a  has 
n o t y e t re s p o n d e d t o  th e  s t r o n g  d e s i r e  o f  s e n io r s  t o  s t a y  a t  home 
as lo n g  as p o s s i b l e — a d e s i r e  r e p e a te d  i n  e v e r y  s e n i o r  s u r v e y  and 
d em o n s t r a te d  by th e  c u r r e n t  ages o f  a d m is s io n  t o  th e  P io n e e r s ' 
Homes, whe re th e  a v e ra g e age upon e n t r y  i s  o v e r 80 .

Many, many A.’ a s ka n s e n io r s  a re  lo o k i n g  f o r  a re a s s u r a n c e  t h a t  
home c a r e  o r  comm un ity a s s i s t a n c e  w i l l  be t h e r e  when th e y  neod 
i t .  I n  a d d i t i o n  t o  t h e  O ld e r A la s k a n s Comm iss ion en d o rs em en t o f  
t h i s  b i l l ,  t h e  L e g i s l a t u r e  w i l l  f i n d  s u p p o r t f rom  th e  A la s k a  
c h a p t e r  o f  th e  Am e r ic a n A s s o c i a t i o n  o f R e t i r e d  Pe rso n s and th e  
O ld e r P e rso n s A c t i o n  G ro up . The OAC i s  a l s o  s u re  t h a t  m os t l o c a l  
s e n i o r  g ro u p s w i l l  s u p p o r t t h i s  b i l l ,  as th e  Comm iss ion i s  
c o n s t a n t l y  in fo rm e d  by s e n io r s  t h r o u g h o u t t h e  s t a t e  o f  th e  
p r e s s i n g  need f o r  home and comm un ity c a r o .
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United States Code

this subchaptcr) can obtain medical carc services (other than in emer­
gency circumstances) if such restriction docs not substantially impair 
access to such services o f adequate quality where medically necessary.

(2) to allow a locality to act as a central broker in assisting individu­
als (eligible for medical assistance under this subchaptcr) in selecting 
among competing health carc plans if such resnction docs not sub­
stantially impair access to services o f adequate quality where medically 
necessary.

(3) to share (through provision o f additional services) with recipients 
o f medical assistance under the Stale plan cost savings resulting from 
use by the recipient o f more cost-elTective medical care, and

(4) to restrict the provider from (or through) whom an individual 
(eligible for medical assistance under this subchapter) can obtain ser­
vices (other than in emergency circumstances) to providers or practi­
tioners who undertake to provide such services and who meet, accept, 
and comply w ith the reimbursement, quality, and utilization standards 
under the Slate plan, which standards are consistent with access, quali­
ty. and efficient and economic provision o f covered care and services, if 
such restriction does not discriminate among classes o f providers on 
grounds unrelated to their demonstrated effectiveness and efficiency in 
providing those services.

(C) Waiver respecting medical assistance requirement 
in State plan; scope, etc.

(1) The Secretary may by waiver provide that a State plan approved un­
der this subchapter may include as “ medical assistance" under such plan 
payment for part or all o f the cost o; home or community-based services 
(other than room and board) approved by the Secretary which are provided 
pursuant to a written plan o f carc lo individuals w ith respect to w hom there 
has been a determination that but for the provision o f such services the ind i­
viduals would require the level o f carc provided in a skilled nursing facility 
or intermediate carc facility '.he cost o f which could be reimbursed mder 
the State plan.

<21 A waiver shall not be granted under this subsection unless the Slate 
provides assurances satisfactory to the Secretary that—

(A) necessary safeguards (including adequate standards for provider 
participation' have been taken to protect the health and welfare o f ind i­
viduals provided services under the waiver and to assure financial ac­
countability for funds expended with respect lo such services.

<B> the Slate w ill provide, with respect to individuals who—

(i) are entitled to medical assistance for skilled nursing facility 
or intermediate care facility services under the State plan.

( ill may require such services, and

(iii) mav be eligible for such home or community-based care un­
der such waiver.

CH. 7 VIKDICAI. ASSISTANCE PROGRAMS 42 § 1396n
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for an evaluation o f the need for such skilled nursing facility or inter­
mediate care facility services;

(C) such individuals who are determined to be likely to require the 
level o f care provided in a skilled nursing facility or intermediate care 
facility are informed o f the feasible alternatives, i f available under the 
waiver, at the choice o f such individuals, to the provision o f skilled 
nursing facility or intermediate care facility services;

(D) under such waiver the average per capita expenditure estimated 
by the State in any fiscal year for medical assistance provided with re­
spect to such individuals does no* exceed the average per capita expen­
diture that the State reasonably estimates would have been made in that 
fiscal year for expenditures under the State plan for such individuals if 
the waiver had not been granted; and

(E) the State w ill provide to the Secretary annually, consistent with a 
data collection plan designed by the Secretary, information on the im ­
pact o f the waiver granted under this subsection on the type and 
amount o f medical assistance provided under the State plan and on the 
health and welfare o f recipients.

(3) A waiver granted under this subsection may include a waiver o f the 
requirements o f section 1396a(a)( 1) o f this title (relating to statcwideness) 
and section 13%a(a)(I0) o f this title. A waiver under this subsection shall 
be for an initial term o f three years md. upon the request o f a Slate, shall be 
extended for additional three-year , eriods unless the Secretary determines 
that for the previous three-year pericJ the assurances provided under para­
graph (2) have not been met.

(4) A waiver granted under this subsection may. consistent with para­
graph (2)—

(A) lim it the individuals provided benefits under such waiver to ind i­
viduals with respect to whom the State has determined that there is a 
reasonable expectation that the amount o f medical assistance provided 
with respect to the individual under such waiver w ill not exceed the 
amount o f such medical assistance provided for such individual if the 
waiver did not apply, and

(B) provide medical assistance to individuals (to the extent consistent 
with written plans o f carc. which are subject to the approval o f the 
Slate) for case management services, homemakcr/home health aide ser­
vices and personal care services, adult day health services, habilitation 
services, respite care, and such other services requested by the State as 
the Secretary may approve

(0) Period of waivers; continuations

No waiver under this section (other than a waiver under subsection (c) of 
this section) may extend over a period of longer than two years unless the 
State requests continuation o f such waiser. and such request shall be 
deemed grant'd unless the Secretary denies such request in wrumg within 
40 days after the date o f its submission to the Sccrctarv

«22



CH. 7 MEDICAL ASSISTANCE PROGRAMS 42 § 1396n

(c ) Monitor of implementation ol waivers; 'ermlnatlon 
of waiver for noncompliance; report

(1) The Secretary shall monitor the implement«;ion of waivers granted 
under this section to assure that the requirements for such waiver are being 
met and shall, after notice and opportunity for a hearing, terminate any 
such waiver where he finds noncompliance has occurred.

<21 The Secretary shall report, not later than September 30. 1984, to Con­
gress on waivers granted under this section.

(f) Time limitation for action on requests for plan 
approval, amendments, or waivers

A request to the Secretary from a State for approval o f a proposed State 
plan or plan amendment or a waiver of a requirement of this subchapter 
submitted by the State pursuant to a provision o f this subchapter shall be 
deemed granted unless the Secretary, within 90 days after the date o f its 
submission to the Secretary, either denies such request in writing or informs 
the State agency in writing with respect to any additional information which 
is needed in order to make a final determination with respect to the request. 
A fte r the date the Secretary receives such additional information, the re­
quest shall be deemed granted unless the Secretary, within 90 days of such 
date, denies such request.
(Aug 14. 1935. c. 531. Title XIX. 5 1415. a- added Aug. 13. 1481. Pub L. 47-35. 
Title X X L  § 2175(b). 95 Stal 809. and amended Aug. 13. |9gl. Pub L 97-35. Title 
XXI. §§ 2176. 2177(a). 95 Stal 812. 813. Sept. 3. 1982. Pub L. 97-248. Title I. 
§ !37(bH19)(A). (20H25). 96 Stal 380. Jan 12. 1983. Pub L 97-448. Title III. 
$ 309(bM 17). 96 Slat. 2409 )

Historical Note
Codification. In the original of suhsec. (c) cnsi o f  following "may include as medical 

(I), "this subchapter" read "!hi» pari" assistance’ under such pljn"
However, since this subchapter does noi con- Suhsec (cH2lib) Huh L 97-248 * I -7(b) 
lam pan designations bui does coniain provi- tfd<sipnaled cxMing pr0s.Mons as cl.
sions Tor approval of a Stale plan. "Urn pan" (l) jnd (||, jnd jddc(j j  (|||) 
waseditonall) translated as "this subchapter"
as ,he probable mien, of Congress , ,  ' .. Puh L " - * 4Su , 1 ;,7<b>123). suosiiluied seclion l396a(aMl) of this

1983 Amendment. Subsec (cH2mB* Pub nile” for “subseciion laXI) of I his section"
I. 47-448 substituted in leal following cl. (ml j„d "section I346au)<l0>" for "subseciion
"need for such skilled nursing facilu> or in- uMlO) of section 1396a"
termediaie care facility services" for "need for Subsec )c)(4) Pub L , 7_248> $ , ,7(b)
such services (24). subshtuied "suhseciion" for "section".

1982 Amendment. Subsec. (bl Pub L Subsec t0 Pub L 47-248. ft l37(hM25l.
9 -248. § 137(bH I9KA). struck out and sec- inserted "approval o f  preceding "a proposed
non I396b<m) of this title" following "seclion $(J,e p|an -
1396a of this title" . _ _ . , . „ . ,1981 Amendment. Subsec. <c> Pub L

Subsec (bKI) Pub L 47-248. $ 137(b) <37-35. § 2)76(2). added sutwec (c) Former
(201. inserted "pn n».-> care" preceding subsec tc) was redesignaied Id)
case-managcment sssiem". am) subsntu.ed S(jbw (J) Pub L 97_ ,? *

"medical cate sers.ces for "primary care ser- r-fMgBal<- fom,fr >ubw , , ,  as (d,_ jnd m
“ lC* subsec (d) as so redesignated inserted "(other

Subsec IsMlI Pub I 97-248, 6 137|b) than a waiver under subsecnon (c) of ihis »ec.
(21). mseried "payment fit pari or all of ihc non I”
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Supplement

( B )  u n d e r  e uch  r e itr ict io n , In d iv id u a l*  e lig ib le  for m e d ic a l a a iia ta n c e  for 
lu c h  services ha v e  r o u o n a b le  scct*s (ta k in g  In to  a cc oun t g e o g r a p h ic  lo c a ­
t io n  a n d  r ea a on a b le  travel tim e) to auch ic r v ic e i o f  a d e q u a te  q u a lit y .

(b) Walvtn to promote eoet-effeetlveneea and efficiency
T h e  Secretary , to the  extant he f in d a  it to b e  coat-effectivs a n d  e ff ic ie n t  a n d  not 

in c o n iia t e n t  w ith the  p u r p o s e ! o f  thia e ubchaptar , m ay  w aiva e uc h  r eq u ir e m e n ts  o f  
eection  18 9 6 a  o f  t h i j  title u  m a y  be naceeeary for a S ta te —

[See main volume /or text of (I) to U)J
N o  w aiver u n d e r  th ia  e ub eect ion  m a y  reetrict the  choice o f  tha in d iv id u a l In  r ece iv ing  
eervicee u n d e r  eection 1896d(aX 4 X C) o f  thia t it le .

(c) Waiver reepectlnr medical a**letanee requirement In State plan: scope, elej "hablllutlonMrric«eH deflned; ImpoelUon of certain reruletorjr llmlte prohibited: eomputetlon of 
expenditures for certain dltabled petlenu: coordinated eerrlc*e; eubetltutlon o f partle- Ipante

( 1 )  T h e  Secretary m a y  b y  w aiver p r o v id e  that a State p la n  approv ed  u n d e r  thia 
e u b c hap ta r  m a y  in c lu d e  u  "m edica l u iU t a n c e ”  u n d e r  a u c h  p la n  p a y m e n t  for  part or 
a ll  o f  the coet o f  h o m e  or c o m m u n lty -b a a e d  eervicee (other  th a n  room  a n d  boar d) 
a p p r o v e d  b y  the Secretary w hich  are p r o v id e d  p u n u a n t  to  a w ritten p la n  o f  care to 
in d iv id u a te  w ith reepect to w h o m  there h a t  b e e n  a d e te r m in a t io n  that b u t  for the 
p r o v ia io n  o f  a u c h  eervicee the  in d iv id u a ls  w o u ld  requ ire  the  leve l o f  carc p r o v id e d  in  
a  h o e p ita ] or  a  (k il le d  n u r s in g  fac ility  or interm ed iate  care  fac ility  the coet o f  w h ic h  
c o u ld  be r e im b u r s e d  u n d e r  the  State p la n .

( 2 )  A  w aiver  s h a ll n o t be  granted  u n d e r  this su b se ct io n  un less  the State prov ides 
a ssurances satis factory to the  Secretary that—

[See main volume for text of (A)]
< B )  th e  State  w ill p r o v id e , w ith respect to in d iv id u a ls  w h o —

( I )  are e n t it le d  to m e d ic a l assistance for in p a t ie n t  h o s p ita l, s k ille d  n u r s in g  
f a c ility , or interm ed iate  care fa c ility  services u n d e r  the State p la n ,

[See m o m  volume for text of (ii) and (Hi)]
for  an  e v a lu a t io n  of the n eed  for s u c h  in p a t ie n t  h o s p ita l, such  s k ille d  n u r s in g  
fa c ility  o r  inter m ed iate  care fa c ility  services;

( C )  s u c h  in d iv id u a ls  w h o  are d e te r m in e d  to  be lik e ly  to requ ire  the  le v e l o f  
care p r o v id e d  in  a  h o sp ita l or  sk ille d  n u r s in g  fac ility  or  interm ediate  cart fac ility  
are in fo r m e d  o f  the  fe a s ib le  a lternatives , if a v a ila b le  u n d e r  the w aiver, at the  
c h o ic e  o f  such  in d iv id u a l* , to th e  p r o v i iio n  o f  'n p a t ie n t  ho sp ita l services or 
s k ille d  n u r s in g  fa c ility  or tntsrm ediate care fac ility  eervicee;

( D )  u n d e r  s u c h  w aiver the a v e n g e  per capita  e x p e nd itur e  estim ated  b y  the 
State in  a n y  f is ca l year for  m e d ic a l assistance p r o v id e d  w ith respect to e uch  
in d iv id u a ls  do es  n o t  exceed  100  percent o f  the a v e n g e  per cap ita  e x p e n d it u n  
that the State r e a s o n a b ly  estim ates w o u ld  h a v e  b e e n  m a d e  in  that fisca l year  for  
e x p e n d itu r e s  u n d e r  the S ta le  p la n  for  su c h  in d iv id u a ls  if  the  w aiver h a d  n o t 
b e e n  g r a n t e d ; a n d

[See main volume for text of (E)J
(S )  A  w aiver  g r a n te d  u n d e r  th is su b se ct io n  m a y  in c lu d e  a w aiver o f  the  requ ire ­

m ents o f  section  13 9 6 e (a X l)  o f  thie title ( n la t in g  to  e ta te w id e n e u ) , section 
13 9 6 a (a X 10 X B ) o f  this title  ( n la t in g  to  c o m p a n b il it y ) , a nd  eection 
13 9 6 a ( s X 10 X C X iX I- I I)  o f  th is title (r e la t in g  to in c o m e  a n d  resource rules a p p lic a b le  in  
the c o m m u n it y ) . A  w aiver u n d e r  this s u b s e c t io n  s h a ll be  for an  in it ia l term o f  three 
y e a n  a n d , u p o n  the  request o f  e S tate , e h a ll b e  e x tended  for a d d it io n a l five-year 
p e r io ds  u n le s s  the S e c n t a r y  determ ines  that for the p rev ious w aiver p er io d  the 
a ssurances p r o v id e d  u n d e r  p t n g n p h  (2) h e v e  n o t b een  m e t  A  w aiver m ay  p r o v id e , 
w ith r e ip e c t  to p o s t -e lig ib ilit y  treatm ent o f  inc o m e  o f  a ll in d iv id u a l!  r e c e iv in g  
aervicea u n d e r  that w aiver , tha t the m a x im u m  a m o u n t  o f  the in d iv id u a l'*  in c o m e  
w hich  m a y  b e  d is r e g a r d e d  for a n y  m o n t h  for the  m a in t e n a n c e  n e td a  o f  the In d iv id u a l 
m a y  be  an  a m o u n t  greater th a n  the  m a x im u m  a llo w e d  for that p u r p o w  u n d e r  
r e g u la t io n s  in  effect o n  J u ly  1 .  1985.
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(4 ) A  w aiver  g ranted  u n d e r  this subsection  m ay , consistent w ith p a r ag r ap h  (2)—  

[See main volume for text of (A))
( B )  p rov ide  m e dica l assistance to in d iv id u a ls  (to the extent cons istent w ith 

w rit* in p le n a  o f  care, w hich are sub ject to the a pprova l o f  the S la te ) for case 
m a n s g e m e n t  services, hom em a k er /hom e  h e a lth  a ide  services a n d  p er so n a l care 
services, a d u lt  d a y  he a lth  services, h a b it a t io n  services, respite care, a n d  su c h  
other services requested  b y  the State  u  the Secretary m ay  approve a n d  for d a y  
treatm ent or other partia l ho sp ita liz a tio n  services, psychosoc ia l r e h a b ilita t io n  
services, a n d  c lin ic  services (w hether or n o t fu r n ishe d  in  a fac ility) for  in d iv id u ­
a ls  w ith chron ic  m e n ta l illness .

(6 )  F o r  purposes  o f  p a r ag r ap h  (4 KB), the term  " h a b ilita t io n  services” , w ith  respect 
to in d iv id u a ls  w ho receive such  services after d ischarge  from  a s k ille d  n u r s in g  
fac ility  or inter m ed iate  cars fac ility—

(A )  m e an s  services d e s ig n e d  to assist in d iv id u a ls  in  a c q u ir in g , r e ta in in g , a n d  
im p r o v in g  the se lf -h e lp , soc ia liz at ion , a n d  a da pt iv e  sk ills  necessary to res ide 
s u c c e s s fu lly  in  h o m e  a n d  c o m m u n ity  b u e d  s it t in g s ; and

( B )  in c lu d e s  (except as p rov ide d  in  s u b p a r a g r a p h  (C)) p rev ocatiora l, e d u ­
c a t io n a l, a n d  supported  e m p lo y m e n t  services; b u t

( C )  do es  not in c lu d e —
( I )  specia l e du c a t io n  and  related services (as d e f in e d  in  section 14 0 1(16 ) , 

( 17 )  o f  T it le  20, w hich  otherw ise are a v a ila b le  to  the in d iv id u a l th r o u g h  a 
lo c a l e du c a t io n a l a g e n c y ; a n d

( i i )  v o c at io na l r eha b ilitat ion  services w hich  otherw ise are  a v a ila b le  to the 
in d iv id u a l th r o u g h  a  program  fu n d e d  u n d e r  section  730 o f  T it le  29.

(6 )  T h e  Secretary m ay  n o t require , as a c o n d it io n  o f  app ro v a l o f  a w aiver u n d e r  
thia section u n d e r  p a r ag r ap h  (2 X D ), that the act a l total expend itures  for h o m e  a n d  
c o m m u n ity -b a s e d  services u n d e r  the w aiver (a n d  a c la im  for Fe d e r a l f in a n c ia l 
partic ipation  in  ex pend itures  for the services) c a n n o t  exceed the approv ed  estim ates 
for these services. T h e  Secretary m a y  not d e n y  Fe d e r a l f in a n c ia l p a y m e n t  w ith 
respect to services u n d e r  su c h  a w aiver o n  the g r o u n d  that, in  order to c o m p ly  w ith 
par ag r ap h  (2 X D ) , a  State has fa iled  to c o m p ly  w ith such a  r equ irem ent.

( 7 X A )  In  m a k in g  estim ates und e r  p a r ag r ap h  (2 X D ) in  the case o f  a w aiver that 
a pp lie s  o n ly  to in d iv id u a ls  w ith a particu lar  illne s s  or c o n d it io n  w ho  are inpat ients  in , 
or w h o  w o u ld  requ ire  the lev e l or care prov ided  in , ho sp ita ls , or  in  sk ille d  n u r s in g  or 
interm ed iate  care fac ilit ies , the  State m a y  d eterm ine  the average per  capita e x p e n d i­
ture that w o u ld  have b ee n  m a d e  in  a fisca l year for  those in d iv id u a ls  u nd e r  the  State  
p la n  se parate ly  from  the expend itures for other in d iv id u a ls  w ho  are inpat ients  in , or  
w ho w o u ld  r equ ire  the  leve l o f  care p rov ide d  in , those respective fac ilit ies .

( B )  I n  m a k in g  estim ates u nd e r  p a r ag r ap h  (2 X D ) in  the case o f  a w aiver that 
a p p lie s  o n ly  to  in d iv id u a ls  w ith d e v e lo p m e n ta l d isa b ilit ie s  w ho are inpat ients  in  a 
s k ille d  n u r s in g  fac ility  or  interm ediate  care fa c ility  and  w ho m  the  State has d e t e r  
m in e d , o n  the  basis o f  a n  e v a lu a t io n  u nd e r  p a r ag r ap h  (2 K B ), to n ee d  the leve l o f  
aervicea p r o v id e d  b y  a n  interm ediate  care fac ility  for the m e n t a lly  retarded, the 
State m a y  dete rm in e  the  av erage  per cap ita  expend itures that w o u ld  have b ee n  m a d e  
in  a f isca l y e a r  for those in d iv id u a ls  u n d e r  the State p la n  o n  the bas is  o f  the  average  
per c a p ita  e x p e nd itur e s  u n d e r  the State p la n  for  services to in d iv id u a ls  w ho are 
inpat ients  in  a n  Interm ediate  care fac ility  for the m e nta lly  retarded, w ithout regard  
to the a v a ila b ilit y  o f  b ed s  for such in p a u e n u .

(8 )  T h a  State  sg e nc y  a dm in is te r in g  the p la n  u n d e r  this s u b chsp te r  m ay , w henever 
appropr iate , enter into  cooperative arrangem ents w ith the State a ge n cy  respons ib le  
for a d m in is te r in g  the p ro g ra m  for c h ild r e n  w ith special he a lth  care needs u nd e r  
subchspter  V  o f  this chapter in  order to assure im p r o v td  access to c o o r d in i^ d  
services to m e et the needs  o f  such  c h ildr e n .

( I I  I n  the case  o f  s a y  w aiver u n d e r  th ia  subsection  w hich  c onta ins  a lim it  o n  the 
n u m b e r  o f  in d iv id u a ls  w ho  s h a ll receive horns or c om m u n ity -b a s e d  services, the State 
m ay  su b stitu te  a d d it io n a l in d iv id u a ls  to receive su c h  services to replace any in d iv id u ­
als w ho  d ie  or  bec o m e  In e lig ib le  for services u n d t r  the State p la n .
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( 10 )  T h e  Secretary s h a ll not lim it  to fewer t h in  200 the n u m b e r  o f  in d iv id u a ls  in  
the State  w ho m ay  receive h o m e  a nd  c o m m u n ity -b a a e d  services u n d e r  a w aiver 
under  this s u b s e c iio n .

(d) Home and community-based x r r l c t i fo r the elderly

( 1 )  S u b je c t  to p a r a g r a p h  (2), the Secretary sha ll g r a n t  a  w aiver to p rov ide  that a 
State p la n  a pprov ed  u n d e r  this su b ch sp te r  s h a ll in c lu d e  as " m e d ica l assistance" 
u nd e r  such  p la n  p a y m e n t  for part or a ll o f  the cost o f  h o m e  or c o m m u n ity -b a s e d  
services (other tha n  room  and  board) w hich  are p ro v ide d  p u r s u a n t  to a w ritten p la n  
o f  care to in d iv id u a ls  65 years o f  a g e  or o ld e r  with respect lo  w h o m  there has b ee n  a 
determ ination  that b u t  for the prov is io n  o f  such services the  in d iv id u a ls  w o u ld  be 
lik e ly  to require the le v e l o f  care prov ide d  in  a sk ille d  n u r s in g  fac ility  or  interm ed iate  
care fac ility  the cost o f  w hich c o u ld  be re im bursed  u n d e r  the  State p la n .

(2) A  w aiver s h a ll  n o t  he  g ra nte d  u n d e r  this su b se ct ion  u n le s s  the S ta le  p rov ides 
assurances satisfactory to the Secretary that—

( A )  necessary a if e g u a r d a  ( in c lu d in g  a de q ua te  standards for prov ider  partic­
ip a t io n ) h a v e  b ee n  taken to protect the h e a lth  a n d  w elfare o f  in d iv id u a ls  
p ro v ide d  services u n d e r  the w aiver a n d  to assure f in a n c ia l a c c o u n ta b ility  for 
f u n d s  e x p e n d e d  w ith respect to such  services;

( B )  w ith respect to  in d iv id u a ls  65  years o f  a g e  or o ld e r  w ho—
( I)  are e nt it le d  to m e d ic a l assistance for s k ille d  n u r s in g  or interm ed iate  

care fac ility  s e n d e e s  u nd e r  the State  p la n ,
< ii) m a y  r equ ire  auch services, a n d
( i l l )  m a y  be e lig ib le  for such  h o m e  or c o m m u n ity -b a a e d  services u n d e r  

s uch  w aiver,
the State w ill p r o v id e  for a n  e v a lu a t io n  o f  the n ee d  for  auch s k ille d  n u r s in g  
fac ility  or inter m ed iate  care fac ility  services; a n d

( C )  such in d iv id u a ls  w ho are dete rm in e d  to b e  lik e ly  to requ ire  the lev e l o f  
care prov ided  in  a s k ille d  n u r s in g  fac ility  or  inter m ed iate  care fac ility  are 
in fo rm e d  o f  the  fe as ib le  a lternatives to the p r o v is io n  o f  sk ille d  n u r s in g  fac ility  
or interm ed iate  care fac ility  services, w hich  s u c h  in d iv id u a ls  m a y  choos e  if  
a v a ila b le  u n d e r  the w aiver.

E a c h  State  with a w aiver u n d e r  this subsect ion  s h a ll  p rov ide  to the Secretary 
a n n u a lly , cons istent w ith a reasonab le  data c o lle ct ion  p la n  d e s ig n e d  b y  the  Secretary, 
in fo r m a t io n  on  th e  im p a c t  o f  the w aiver g ranted  u n d e r  this su b se ct ion  on  the type 
a n d  a m o u n t  o f  m e d ic a l assistance p rov ide d  u n d e r  the State p la n  a n d  o n  the h e a lt h  
a n d  w elfare o f  rec ipients,

(3) A  w aiver g ra nte d  u n d e r  th is su b se ct ion  m ay  in c lu d e  a w aiver o f  the require- 
i e n u  o f  section 13 9 6a(a X l>  o f  this title  (r e la t in g  to statew ideness), section  
.3 9 6 s (a X 10 X B ) o f  thia title (r e la t in g  to c o m p a r a b ility ) , a n d  section  
13 9 6 a (a X 10 X C X iX lU )  of thia title (r e la t in g  to inc o m e  a n d  resource rules a p p lic a b le  in  
the  c o m m u n ity ) . S u b je c t  to a te r m inat ion  b y  the S ta . 'w ith notice  to the Secretary) 
at a ny  t im e , a  w aiver u n d e r  this subsect ion  s h a ll be for a n  in it ia l  term o f  3  years a n d , 
u p o n  the request o f  a S tate , s h a ll b e  e x tended  for a d d it io n a l 5-year per iods  u n le ss  
the  Secretary d eterm ines  that for the prev ious  w aiver p er iod  the  assurances p r o v id ­
ed u nd e r  p a r a g r a p h  (2) h a v e  not b e e n  m e t  A  w aiver m ay  p ro v ide , w ith respect to 
p o e t -e lig ib ility  treatm ent o f  inc om e  o f  a ll in d iv id u a ls  r ec e iv in g  services u n d e r  the 
w aiver, that the m a x im u m  a m o u n t  o f  the in d iv id u a l's  in c o m e  w hich m a y  be  d is ­
regarded  for any  m o n t h  is e q u a l to the a m o u n t  that m a y  be a llo w e d  for that p urpose  
u n d e r  a w aiver u n d e r  su b se ct ion  (c) o f  th is section.

(4) A  w aiver u n d e r  th is su b se ct ion  m a y , c ons istent with p a r ag r ap h  (2). p rov ide  
m e d ica l assistance to in d iv id u a ls  for case m a n a g e m e n t  services, h o m e m a k e r / h o m e  
he a lth  a id e  services a n d  persona l care services, a d u lt  d ay  h e a lth  services, respite 
care, a n d  other  m e d ic a l a n d  soc ia l services thst can  c ontr ibute  to the hea'th  a n d  
w ell b e in g  o f  in d iv id u a ls  a n d  their a b ility  to reside in  a c o m m u m ty -ba r .-d  care 
sett ing .

(S M A ) I n  the case o f  a S te le  h a v in g  a w aiver app ro v e d  u n d e r  thia s .S s e c t io n , 
n o tw ithstan d in g  a n y  other  prov is ion  o f  section  1396b  o f  this t it le  to the corn «ry, the 
total a m o u n t  e x p e n d e d  b y  the State for m e d ic a l assistance w ith respect to s k ille d  
n u r s in g  fac ility  services, inter m ed iate  care fac ility  services, a n d  ho m e  a n d  c o m m u n i­
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ty-baaed service* u n d e r  the State  p la n  for in d iv id u a l*  65 years o f  a g e  or  o ld e r  d u r in g  
a w aiver year u nd e r  this s u b s e c '- .. ,  .n s y  not exceed the  projected  s m o u n t  deter­
m in e d  under  s u b p a r a g r a p h  (B ) .

( B )  F o r  purposes o f  s u b p a r a g r a p h  (A ), the projected a m o u n t  u n d e r  thia s u b p a r a ­
gra ph  is the s u m  o f  the fo llo w in g :

( I )  T h e  a g g r e g a te  a m o u n t  o f  the State ’s m e d ica l ass istance  u nd e r  this s u b - 
chapter for s k ille d  n u r s in g  facility  services a n d  inter m ed iate  care fac ility  servic­
es fu r n ishe d  to in d iv id u a ls  w ho h a v e  atta ined  the a g e  o f  65 for  the base  year 
increased by a p er centa ge  w hich is e q u a l to the lesser  o f  7 percent tim es the 
n u m b e r  o f  years (r ou n de d  to the nearest quarter  o f  a year) b e g in n in g  after the 
base  year a n d  e n d in g  at the  e n d  o f  the w aiver year in v o lv e d  or the s u m  o f—

( I )  the percentage  increase (based  o n  an  sppropr iate  m ark et-baaket in d e x  
represent ing  the costa o f  e lem ents  o f  such  services) betw een the b e g in n in g  
o f  the  base year a n d  the b e g in n in g  o f  the w aiver y e a r  in v o lv e d , p lu s

( I I )  the percentage  increase betw een the b e g in n in g  o f  the base year  a n d  
the b e g in n in g  o f  the w aiver year  in v o lv e d  in  the n u m b e r  o f  res idents in  the  
State w ho ha v e  a tta ined  the a g e  o f  65, p lu s

M i l )  2 percent for each  year (r ou n de d  to the nearest quarter  o f  a  year) 
b e g in n in g  after the b ase  year a nd  e n d in g  at the  e n d  o f  the w aiver year.

( I I )  T h e  a g g r e g a t e  a m o u n t  o f  the  State's m e d ic a l assistance u n d e r  this 
sub ch sp te r  for h o m e  A nd c o m m u n ity -b a a e d  services for  in d iv id u a ls  w ho  have 
atta ined  the Bge o f  65 for the baae  year increased b y  a p ercentage  w hich  is 
e q u a l to the  lesser o f  7  percent tim es the n u m b e r  o f  years (r o u n d e d  to the 
nearest quarter  o f  a year) b e g in n in g  after the  base y e a r  a n d  e n d in g  a t the e n d  
o f  the w aiver year in v o lv e d  or the a u m  of—

( D  the  percentage  increase (b ase d  o n  a n  a ppropr iate  m ark et-bask et ind e x  
representing  the  costs o f  e lem ents  o f  s u c h  services) betw een the b e g in n in g  
o f  the base year a n d  the b e g in n in g  o f  the w aiver  year  in v o lv e d , p lu s

( I I )  the percentage  increase betw een the b e g in n in g  o f  the  base ye a r  a n d  
the b e g in n in g  o f  the w aiver year in v o lv e d  in  the n u m b e r  o f  residents in  the 
State w ho ha v e  a tta ined  the a g e  o f  65 , p lu a

( I I I )  2 percent for each year (r ou n de d  to the nearest quarter  o f  a  year) 
b e g in n in g  after the base  year a n d  e n d in g  at the e n d  o f  th e  w aiver year.

( I I I )  T h e  Secretary s h a ll d e v e lo p  a n d  p ro m u lg a te  b y  r e g u la t io n  (by n o t later 
th a n  O c tob e r  1 ,  1989)—

( I )  a  method, based on an index o f appropriately weighted indicators of 
changes in the wages and prices o f the mix o f goods and services which 
comprise both skilled nursing facility services and intermediate care facility 
services (regardless o f the source of payment fo r auch services), for 
projecting the percentage increaae for purposes o f clause (iXD;

( I I )  a  m e th o d , based  o n  a n  in d e x  o f  a pp rop r ia te ly  w e ig h te d  ind icators o f  
c h a n g e s  in  the w ages a n d  prices o f  the m ix  o f  g o o d s  a n d  se n de e s  w hich  
com prise  h o m e  a n d  c o m m u n ity -b a s e d  services (regard less  o f  the source  o f  
p a y m e n t for su c h  services), for  p r o je ct in g  the p e r c e n ta g e  increase for 
purposes o f  c lause  ( iiX l) ; a nd

( I I I )  a  m e th od  for p r o je ct in g , o n  s State specific  b as is , the percentage  
increase in  the n u m b e r  o f  res idents in  each  State w h o  are over  65 years of 
t g e  for a n y  p er iod .

T h e  Secretary s h a ll d e v e lo p  (by  n o t later tha n  O ctob e r  1 ,  19 8 9 ) a  m e th o d  for 
pro je ct in g , o n  a State-specific  bas is , the  percentage  increase  in  the  n u m b e r  o f  
residents in  each  State w ho  are over 7 5  years o f  s g e  for  a n y  p e r io d . E ffe c t iv e  
o n  a n d  after the  date the S e c i v  p r o m u lg a te s  the r e g u la t io n  u n d e r  c la u s e  (iii), 
a n y  reference in  this s u b p a r a g r a p ii to the "leaser o f  7 percent"  s h a ll be d e e m e d  
to be  a reference to the "greater o f  7  percent" .

( Iv )  I f  there is enacted after D  cem b e r  22 . 19 8 7 , a n  A c t  w h ic h  a m e n ds  this 
title a n d  w h ich  results in  a n  increase in  the s g g r e g a te  a m o u n t  o f  m e d ic a l 
assistance u n d e r  this u t le  for n u r s in g  fac ility  services a n d  h o m e  a n d  c o m m u n ity - 
based  services for in d iv id u a ls  w ho h a v e  atta ined  the a g e  o f  65 years , the 
Secretary, at the request o f  a State w ith a w aiver u n d e r  th is  su b se ct io n  for a 
w aiver year or y e a n  a n d  in  c lose c o n s u lta t io n  <ri h  the State , s h a ll a d ju s t  the
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projected a m o u n t  c o m p u te d  u n d e r  thia s u b p a r a g r a p h  for the w aiver year or 
years to take into  a cc o un t  such  increase.

( C )  In  this p a r a g r a p h ;
( I)  T h e  term  " h o m e  a n d  c o m m u n ity -b aa e d  s e m e s "  in c lu d e s  services de­

scribed in  sections 1896d(aX 7) o f  th is  title a n d  1395d(aX 8) o f  thia title, services 
described in  su b se ct ion  (cX <X B) o f  thia section , services descr ibed  in  p a r ag r ap h
(4), a n d  p ersona l care se r v ic e !.

( 1 IX I )  S u b je c t  to a u b c la u s e  ( I I ) ,  the  term "baae  year" m eane the m oat recent 
y ear  (e n d in g  before D e c e m b e r  22, 1987) for  w hich a ctua l f in a l e x pend itures  
u n d e r  thia su b c h s p te r  have  b ee n  reported to, a n d  accepted b y , the Secretary.

( I I )  F o r  purposes  o f  s u b p a r a g r a p h  (C ), in  the case o f  a State  that do es  not 
report exp e nd itur e s  o n  the basis o f  the a g e  categories descr ibed  in  such 
s u b p a r a g r a p h  for a year  e n d in g  before  D e c e m b e r  2 2 ,19 8 7 , the term  "b aa e  year" 
m e an s  fisca l year  19 8 9 .

( I I I )  T h e  term  " inter m e d iate  care fac ility  services" does n o t in c lu d e  services 
fur n ishe d  in  a n  in s t itu t io n  certified  in  accordance w ith section 13 9 5 d (d) o f  this 
title.

( S K A )  A  d e te r m in a t io n  by the  Secretary to d e n y  a request for  a w aiver (or 
e x tens ion  o f  w aiver) u n d e r  this s u b s e c t io n  s h i l l  be  sub ject to review  to the extent 
p rov ide d  u n d e r  section  13 16 (b )  o f  th is  t itle .

( B )  N o t w ith s ta n d in g  a n y  other  p r o v is io n  o f  this chapter , if  the Secretary d e n ie s  a 
request o f  the State  for a n  e x tens ion  o f  a  w aiver u n d e r  this s u b se ct io n , a n y  w aiver 
u nd e r  th is su b se ct ion  in  effect o n  the date  such request is m ad e  s h a ll r em a in  in 
effect for a p e r io d  o f  n o t  less th a n  90 d a y s  after the  date o n  w hich  the Secretary 
den ies  such  request (or, if  the S ta te  seeka review o f  auch  d e te r m in a t ion  in  accord­
ance  w ith s u b p a r a g r a p h  (A ) , the d ate  on  w h ich  a f in a l d ete rm in a t ion  is m a d e  w ith 
respect to such review ).

(c) W a lr tr fo r children Infected w ith A IDS o r drug dependent at b irth

( 1 X A )  S u b je c t  to p ar a g r a p h  (2), the  Secretary s h a ll g ra nt a w aiver to p rov ide  that 
a  State p la n  app ro v e d  u n d e r  this s u b c h a p t e t  sha ll in c lu d e  as " m e d ica l assistance" 
u nd e r  such  p la n  p a y m e n t  for part or  a ll o f  the cost o f  n u r s in g  care, respite care, 
p hy s ic ia ns' services, prescr ibed  d r u g s , m e d ic a l dev ices a n d  s u p p lie s , transportation 
services, a n d  such  other services r eq uested  by  the State as the Secretary m a y  
approve w hich  are p r o v id e d  p u r s u a n t  to a w ritten p la n  o f  care to a c h ild  descr ibed  in  
s u b p a r a g r a p h  (B ) w ith respect to w h o m  there has b ee n  a  d ete rm in a t ion  that b u t  for 
the  prov is io n  o f  s u c h  services the in fa nta  w o u ld  be lik e ly  to requ ire  the lev e l o f  care 
p rov ide d  in  a h o s p ita l or n u r s in g  fa c ility  the cost o f  w h ic h  c o u ld  be r e im bursed  u n d e r  
the  State p la n .

( B )  C h ild r e n  descr ibed  in  th is s u b p a r a g r a p h  are in d iv id u a ls  u n d e r  years o f  a g e  
w ho—

( I)  at the t im e  o f  b ir th  w ere in fe cte d  with (or tested p o s it iv e ly  for) the 
e t io lo g ie  a g e n t  fo r  a c q u ir e d  im m u n e  d efic ie nc y  sy nd r om e  ( A ID S ) ,

( I I )  ha v e  su c h  s y n d r o m e , or
( I I I )  at the t im e  o f  b ir th  w ere d e p e n d e n t  o n  h e ro in , c o ca ine , or p h e n c y c lid in e ,

a n d  w ith respect to w h o m  a d o p t io n  or foster care aasistance is (or w ill be) m a d e  
a v a ila b le  u n d e r  part E  o f  su b ch a pte r  I V .

(2 )  A  w aiver s h a ll n o t b e  gra nte d  u n d e r  th ia  subsection  u n le ss  the State  p rov ides 
assurances satisfactory to the  Secretary that—

( A )  necessary sa feg u a r d s  ( In c lu d in g  a de ou ate  standards for prov ider  partic­
ipa t io n ) have  b e e n  ta k e n  to protect the  he a lth  a n d  w elfare o f  in d iv id u a ls  
p rov ide d  services u n d e r  the w aiver  a n d  to assure f in a n c ia l a cc o u n ta b ility  for 
fu n d s  e x p e n d e d  w ith respect to s u c h  services;

( B )  u n d e r  su c h  w aiver the a vera ge  per  capita  e x p e nd itur e  estim ated  b y  the  
State in  a n y  fis ca l year  for m e d ic a l u t ia ta r .e e  p ro v ide d  w ith r e ip e c t  to su c h  
in d iv id u a ls  does n o t  exceed  10 0  percent o f  the a v er a ge  per capita e x p e nd itur e  
that the State r e a s o n a b ly  estim ate* w o u ld  have b ee n  m ad e  in  that f isca l year for  
ex pend itures  u n d e r  the State  p la n  for s u c h  in d iv id u a l*  if  the w aiver h a d  n o t  
b ee n  g ra nte d ; a n d
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M E D I C A I D :  M E D I C A L  A S S I S T A N C E  P R O G R A M

P u r p o t e

This program (often referred to as Title 19" because of its authorizing 
legislation) provides federal financial assistance to states for medical services 
furnished on behalf of public assistance recipients and, in some states, on behalf of 
other medically needy persons who, except for income and resources, would be 
eligible for cash assistance. The federal matching rate varies by state and is 
determined under a complex formula geared to state per capita personal income. 
The federal share of program costs ranges from 50% to 80% (new matching rates 
for federal F Y  1989-90 were issued by H C F A  on October 27, 1988). The Medicaid 
program is administered by a state's "single state agency," and the agency must 
operate under a Medicaid state plan approved by the Secretary of the Department 

. of Health and H u m a n  Services and comply with all federal regulations governing 
aid and medical assistance to the needy.

E l i g i b i l i t y

There are numerous categories of persons who are eligible for Medicaid. 
Federal law mandates that states must serve some categories of persons. Other 
categories of persons are eligible for Medicaid at state option ana if they are listed 
in the state Medicaid plan. In some cases, if a state opts to include certain optional 
categories of persons in their Medicaid plan there are federal requirements that 
restrict the eligibility of those groups. Overall, the federal Medicaid statute 
encompasses a wide-range of eligibility options aimed at the extension of Medicaid 
services to children with severe disabilities who are members of low-income 
households or who have had financial deeming requirements waivered. Careful 
review of each state’s Medicaid state plan is necessary to determine the range of 
eligible groups that are covered in a particular state and, consequently, the role 
Medicaid benefits might play in meeting the needs of such children.

The following pages describe the mandat*, y  and optional eligibility groups.

This section was prepared with the assistance of Kathleen Blume of the Health 
Care Financing Administration; Gary Smith of N A S M R P D ;  and Harriet Fox of 
Fox Health Policy Consultants



All persons who are recipients of payments under the Aid to Families with Dependent 
Children (AFDC) program are automatically eligible for Medicaid benefits (referred to 
as "categorically" eligible). Generally, the regular A F D C  cash assistance program 
extends eligibility to children under age 18 (or 19 at state option) "where the child is 
deprived of the support of at least one parent (i.e., at least one parent is dead, 
disabled, continually absent from the house, or, in some states unemployed)" 
(Congressional Research Service, 1988) and who have caretakers witn very low 
income. Family composition and financial eligibility standards for A F D C  payments 
vary from state-to-state.

Adopted or foster care children receiving cash assistance under Title rV-E of the 
Social Security Act are considered to be A F D C  recipients for purposes of the Medicaid 
program and are eligible for benefits.

"Qualified" Pregnant W o m e n  and Children

Pregnant w o me n and children up to age 7 (or age 8 at state option' who meet the 
financial requirements of the state A F D C  plan (or would be eligible for A F D C  if the 
state A F D C  plan included an unemployed parent program) are required to be covered 
by the state Medicaid plan. These groups, referred to as "qualified eligibles, who 
meet A F D C  financial requirements, do not have to meet family composition or 
"deprivation" requirements. At state OPTION, this coverage can be extended to 
children up to ages 18 through 21. (These recipients are referred to as RibicofF 
chi dren after the Senator who sponsored this legislation).

Poverty Related Pregnant W o m e n  and Children

Effective July 1989, all pregnant women and infants (up to age 1) whose family 
income is up to 100% of the federal poverty level ($9,690/yea- for a family of three in 
1988) are eligible for benefits. Pregnant women are eligible only for pregnancy 
related Medicaid services and the infants are eligible for all Medicaid services 
available under the state plan. (This provision will be phased-in through July 1990).

SSI

In all but 13 states, all children (including adopted children) and oth »r aged, blind, 
and persons with disabilities who receive cash payments under the federal 
Supplementary Security Income (SSI) program are also eligible for Medicaid. The 
remaining 13, states referred to as "209(b)" states, may choose to limit Medicaid 
eligibility to individuals who meet requirements that are more restrictive than those 
for SSI. The thirteen states are: Connecticut, Hawaii, Illinois, Indiana, Minnesota, 
Missouri, Nebraska, N e w  Hampshire, North Carolina, North Dakota, Ohio,
Oklahoma, and Virginia.

W h e n  determining whether a child with handicaps is eligible to receive SSI, federal 
law requires that a certain portion of the family's income be "deemed" available to the 
child. This excludes many children in low to moderate income households from 
receiving SSI and Medicaid. However, if a child is institutionalized a full calendar 
month, the parent’s income is not counted in determining SSI eligibility and resultant 
Medicaid eligibility. As a consequence, federal policies are often criticized as creating 
a bias toward out-of-home placement rather than supporting families.

M A N D A T O R Y  C O VERAGE

A F D C  Recipients



O P T I O N A L  C O V E R A G E  

Children Receiving State S u p p l e m e n t

States may provide supplemented payments to SSI recipients and persons with 
income in excess of SSI income standards. States have the option to extend Medicaid 
eligibility to children receiving the Supplemental payment. The income limits to 
receive a state supplemental payment vary by state.

Medically Needy

This refers to individuals and families who do no; meet the financial eligibility limits 
for AFDC. SSI or state supplement, but who lack the resources to pav for their 
medical bills (usually because of inadequate private health insurance"). In such 
instances, a individuals must "spend down" income for medical expenses until 
countable income falls to a level jpecified by the state. "Medically needy" individuals 
must satisfy special income and resource limits set in the state’s Medicaid plan. 
Federal regulations require that a state set its medically needy income standards no 
higher than 133% of its A F D C  payment standard. A F D C  income limits and 
"medically needy" income limitations vary by state. In 1987, medically needy levels for 
a family of four varied from $267 in Tennessee to $1,009 in California. Thirty-six 
states currently operate medically needy programs. The numbers of persons served 
by a medically needy program vary widely and are dependent upon the level of the 
state A F D C  payment (Fox &  Yoshpe, 1987b).

Foster and Adoptive Children

This includes all foster care and adoptive children who have incomes and resources 
within certain prescribed limits and, who were placed by the state, but were not 
eligible for A F D C  cash assistance prior to placement.

Pregnant W o m e n  a n d  Children

This options includes all pregnant women and infants up to age one, whose family 
incom" is under a state established threshold that does not exceed 185% of the federal 
poverty level, and incrementally on an annual basis to children up to age 8 whose 
family income does not exceed 100% of the federal poverty level. Additionally, states 
may: omit testing for assets or resources (i.e. only test for income); use the more 
relaxed resource tests used by the SSI program; and/or disregard changes in income 
once a pregnant w o m a n  is determined to be eligible. Low income pregnant women 
and young children are not required to meet the family standards, other categorical 
criteria, or financial criteria of AFDC. Also, pregnant women and infants with family 
income above 150 percent (and up to 185%) of the poverty level, can at state option, 
be charged a monthly premium. This premium cannot exceed 10 percent of their 
gross income, less child care expense.

Waiver Recipients

States can opt to provide a.. Medicaid services to all persons with disabilities who 
meet the SSI disability criteria and who are receiving services through an approved 
home and community-based waiver or through a model waiver program.
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S e r v i c e *  c o v e r e d  

All states are required to provide the following Medicaid funded services:

• in and out-patient hospitalization;

• laboratory and X-ray;

■ skilled nursing home for persons over age 21;

• home health services for persons over age 21;

• rural health clinic services;

• nurse midwife services in those states where midwifery is licensed or
allowed by law;

• family planning;

• physician; and

• early and periodic screening, diagnosis and treatment (EPSDT) for
children under age 21 (see below).

A  state may also cover a wide variety of up to 32 optional service categories at 
its discretion, (e.g., preventive and rehabilitative services; home care or nursing 
care; home and community-based waivers; medical equipment and appliances; 
private duty nursing; home respiratory care services; and case management). 
States have wide latitude to limit the "freauency, scope, and duration" of Medicaid- 
covered services (e.g., by limiting the number of physician visits that will be 
reimbursed). Services under Medicaid except for home and community-based 
waivers and targeted case management must meet criteria of a "statewideness and 
comparability" (meaning that services must be equally available and of equal scope 
across all groups of Medicaid eligible). In most of these areas the state sets the 
standards for services. States also have broad flexibility in determining payment 
rate3 for covered services. Some states have elected to provide comprehensive and 
often unlimited coverage for all, or nearly all, of the federally allowed Medicaid 
services, while other states provide more limited benefits and may exclude 
extended home care, speech and occupational therapies. Moreover, a state can opt 
to exclude "medically needy*' cligibles from optional Medicaid benefits. If a state 
offers home care they are required to provide nursing visits, medical equipment 
and supplies. Cost reimbursement methods (e.g., capitation through prepaid 
health plans) will affect the amount of reimbursement for care.

Of special interest is the fact that every state must provide E P S D T  services to 
Medicaia eligible children under age 21. The Congressional Research Service 
(1988) describes this program.
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The E P S D T  program is designed to assure the availability and accessibility 
of required health resources and to help eligible children use them 
effectively. Under EPSDT, states are required not only to finance services, 
but also to conduct outreach activities that link Medicaid-eligible children 
with providers. Each state’s Medicaid program must (1) inform all eligible 
children about E P S D T  services, (2) provide screening and diagnostic 
services, and (3) provide treatment to correct or ameliorate any discovered 
health problems.

Each state must provide, at a minimum, the following E P S D T  services: 
assessments of health, developmental, and nutritional status; unclothed 
physical exan 4,i'ons; immunizations appropriate for age and health 
history, a p p r t v i s i o n ,  hearing, and dental services found necessary 
by the screening....

States are permitted to provide services to children under E P S D T  even if 
they are otherwise not available, or available on a limited basis, to other 
Medicaid beneficiaries (e.g., vision, hearing, and dental services that may 
not otherwise be available from that state’s Medicaid program), (p. 322)

This enables a state to target an enriched array of services to children without 
risking financial exposure in the remainder of its program.

The Omnibus Reconciliation Act of 1986 (OBRA ’86) also authorized state 
Medicaid coverage of at-home respiratory care services to ventilator-dependent 
individuals. Individuals must be medically dependent on a ventilator for life 
ipport at least six hours per day, and require inpatient respiratory care for which 

Medicaid would pay, if home respiratory care services were not available. The 
coverage permits a state to serve Medicaid eligible ventilator-dependent children 
at home without having to utilize a "2176" home and community based waiver (see 
the following).

The myriad of service options a state may elect under federal law as well as 
the special limitations a state m a y  impose on covered services render it practically 
impossible to draw general conclusions about coverage, independent of each state's 
program. A  careful review of a state Medicaid plan is required to determine the 
scope of service coverages and their potential applicability to furnishinn home 
services to children with disabilities.



R E C E N T  L E G I S L A T I V E  C H A N G E S

T a x  Equity a n d  Fiscal Responsibility Act of 1982 (TEFRA)

P u r p o s e

T E F R A  allows states to amend their Medicaid state plans to provide regular 
Medicaid services (but not non-medical support services) to a l l  children with 
disabilities under age 19 living at home, who because of SSI income eligibility 
rules, (i.e., the undeeming of parental income) would be Medicaid eligible only if 
institutionalized. Relevant statutory provisions are contained in Section 
1902(e)(3) of the Social Security Act. "TEFRA 134" coverage represented one 
outgrowth of the so-called "Katie Beckett" waiver program.

E l i g i b i l i t y

The individual must both meet the usual categorical criteria for disability 
under the SSI program and must require the level of care provided in a hospital, 
ICF, ICF/MR, or SNF. The state must ascertain for each child that home care is 
appropriate, and that the cost of this care dres not exceed the cost for institutional 
care. Unlike the "waiver" program, this st« e option requires the state to cover a l l  
children with disabilities who meet the criteria on a statewide basis, whether or 
not they are institutionalized. The number of children that the amendment will 
actually affect depend.'' on the restrictiveness of the state’s interpretation of 
requirements of institutional care. States are free to develop their own 
implementing rules and to discontinue coverage for this group at any time.

S e r v i c e s  P r o v i d e d

Persons made eligible under the T E F R A  state plan amendment are eligible 
for all Medicaid services provided by the state comprehensiveness plan. The 
amount and types of care available to the children depends on the of the state’s 
Medicaid program and the willingness of states to expand Medicaid options. 
T E F R A  does not provide authorization to furnish alternative or other optional 
Medicaid services. To offer such services, a state could seek approval for a 
Medicaid waiver (discussed later in this report). A  Medicaid waiver can be 
operated in conjunction with a T E F R A  amendment.

S t a t e  P a r t i c i p a t i o n

As of 1988, only 22 states have amended their state Medicaid plans to add 
the T E F R A - 134 coverage option. The reluctance of the majority of states to select 
this eligibility option reflects wariness concerning the costs of adding a new 
entitled service population (Allan Bergman, UCPA, personal communication).



Consolidated O m n i b u s  Budget Reconciliation Act of 1985 ( C O B R A  ’85)

This act added a new section to the Social Security Act under which states 
were authorized to cover targeted case management as an optional service under 
their Medicaid plan. Case management is denned as services that will assist 
eligible individuals "in gaining access to needed medical, social, educational, and 
other services." Once such services are approved for coverage in a state’s plan, 
federal financial participation in the cost of targeted case management services is 
made available at the state’s regular federal asoistance percentage. Case 
management can be targeted to specific populations without having to meet 
Medicaid "statewidenesa" or comparability provisions. The group may be identified 
fry age, type or degree of disability, illness or condition "or other identifiable 
characteristic or combination thereof."

Medicare Catastrophic Coverage Act of 1988

The Congressional Research Service (1988) reports:

The Medicare Catastrophic Coverage Act of 1988 (P.L. 100-360) provides 
that state Medicaid plans which impose day limits on payments lor 
inpatient hospital services must establish exceptions to those limits for 
medically necessary inpatient services lor infants (up to age 1) in 
hospitals which serve a disproportionate share of low-income patients,... 
These changes have the practical effect of increasing compensation for the 
treatment of premature infants, infants with acquired immunodeficiency 
syndrome (AIDs), and other disabled infants in hospitals located in states 
with Medicaid programs that impose durational limits, (p. 330)i

O m n i b u s  Budget Reconciliation Act of 1988 ( O B R A  1988)

As of January 1988, all residents of federally funded nursing homes who 
have mental retardation or developmental disabilities must be screened to 
determine if they require 24 hour nursing care. By 1990 alternative appropriate 
arrangements must be made for residents who do not reouire such care. States 
must also screen all new admissions by January 1989 and cannot admit an 
individual to a nursing home unless s/he has been determined to require the level 
of care provided by the nursing home (Bergman, 1988c).
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M E D I C A I D :  W A I V E R  P R O G R A M S

H O M E  A N D  C O M M U N I T Y  B A S E D  W A I V E R

P u r p c t e

Thia program (sometimes refe.Ted to as "2178 waivers" baaed on its 
authorizing statute) enables states to finance a variety of home and community 
based, non-medical support services not usually covered by Medicaid for recipients 
who would otherwise need more costly institutional care. Unlike service options 
available within the state Medicaid plan, coverage of home and community-based 
(HCB) services under the waiver requires the submission of a special application to 
HCFA. Once approved, waivers are effective for a three year period ana can be 
renewed for a five year period. In its application, a state must designate which 
types of rervices it wishes to cover, how the services are to be covered, the target 
populations for the services, eligibility requirements, and other assurances. Tnere 
is no limit on the number of waivers that can be granted to a state. The federal 
share of the program ranges from 50% to 80% depending on the state federal 
Medicaid assistance percentage.

E l i g i b i l i t y

The Task Force on Technology Dependent Children (1987) provides the 
following discussion:

Eligibility is limited to Medicaid recipients who, in the absence of H C B  
services, would require long term care in a hospital, skilled nursing facility, or 
ICF/MR. States may restrict eligibility for waiver participation to recipients 
reridir certain geographic areas in the state; to individuals being

^ionalized; or to particular individuals for w h o m  the Medicaid cost of 
i  H C B  services is less than the cost of providing institutional care. 

Spates may expand income eligibility for the target population in two ways: 1) 
by not deeming a certain portion of the family’s income to be available to the 
individual receiving care at home; or 2) by raising the Medicaid income limit 
to a level equal to three times the maximum payment made to on individual 
under the SSI program... (This is referred to as the "300%" rule.] Individuals 
becoming eligible under this higher income standard are required to 
contribute to the cost of their care. (Task Force, 1987, p.102)

Substantial portions of this section were prepared by Gary Smith of the National 
Association of State Mental Retardation Program Directors.
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The ”300% rule” may be used for persona who, because of excess income, are 
not eligible for SSI; would be eligible for Medicaid if institutionalized; and will 
receive the H C B  services. A  state may employ the 300% rule (or a variation 
thereof) onlv to the extent it applies a similar sfc-idard to determine eligibility for 
institutionally-based services, (i.e. income levels for waiver services can be no more 
generous than for institutional services). The SSI payment for a couple in June 
1989 is $553 per month. The 300% rule therefore allows eligibility for a couple 
with income up to $1,659 per month.

Unlike a T E F R A  state Medicaid plan amendment, a waiver (both the 2176 
"regular'’ waiver and the "model" waiver described next) permits a state to limit the 
waiver of the deeming of a portion of a family’s income to a discrete population.

S e r v i c e s  p r o v i d e d

States may provide services under the H o m e  and Community Based Waiver 
that are otherwise not covered by Medicaid, such as homemaker, respite care, 
personal care services, minor home modifications, non-medical transportation, 
emergency response systems, family consultation, habitation and supported 
employment programs, as well as augmented regular Medicaid services, (i.e., 
beyond the extent, scope, and duration of the states Medicaid services) such as 
hourly shift nursing, personal care, medical supplies, durable medical equipment, 
and other services as approved. Under a waiver, a state may relax limits 
established for regular state plan services when such services are furnished to a 
waiver recipient; a state is not required to meet medicaid "statewideness" or 
"comparability'’ requirements; and a state may authorize Medicaid services it does 
not coyer under the state plan. Where it can be shown to be cost effective, the 
waiver may also be used to pay for an individual’s private insurance premiums. 
Recent amendments to the waiver include employment related services and 
supported employment as allowable H C B  services.

R e s t r i c t i o n s  o n  W a i v e r  P r o g r a m s

In adopting Section (1915)(c) of the Social Security Act, Congress mandated 
that a state must demonstrate that the average annual per capita costs of H C B  
waiver services would not exceed the average costs of institutional services (e.g., 
ICF/MR, hospital, or nursing home payments) that would otherwise be furnished 
to waiver recipients. In its implementing regulations for Section 1915(c), the 
Health Care Financing Administration (HCFA) promulgated a complex formula, 
designed to assure that a state's proposed H C B  waiver program was cost-effective. 
The essence of this foi aula is that, in order to gain H C F A ’s approval of its H C B  
waiver application, a state must demonstrate that spending on long-term care 
services (HCB waiver and institutional services) while a waiver is in effect will not 
exceed expenditures that would have occurred in the absence of a waiver program.

H C F A  provisions permit a state to develop waivers specific to individuals with 
specific conditions and gauge cost-effectiveness against the costs of institutional 
services furnished to this subset of clients. Hence, in targeting waiver services to
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ventilator dependent children the costa of furnishing hospital-based services to 
such children may be employed rather than the average costa of all hospital 
services.

In practice, H C F A  requires that a state demonstrate that: (a) not only will 
long-term care per capita expenditures under a waiver not exceed those projected 
to occur in the absence of offering waiver services, but also that (b) the number of 
persons receiving long-term care services in a state will be no greater as a result of 
offering waiver services. H C F A ’s waiver request/renewal process includes 
considerable negotiation concerning projected long-term care caseloads. In the 
end, the projected caseload constitutes a "cap" on a state’s utilization of long-term 
care services on behalf of the target population. If, with a waiver, a state failed to 
effect a reduction in long term hospitalization, H C F A  would question the 
effectiveness of the program.

As a consequence, the H C B  waiver program is an anomaly among Medicaid- 
reimbursable services. Whereas for other services, a state may not overtly limit 
provision of services to a fixed number of recipients, a state must do so in its H C B  
waiver program. Consequently, an H C B  waiver program is not immediately 
expandable due to increased recipient demand. Federal review criteria also place a 
large premium on the deactivation of state institu onal beds in order to expand 
waiver services. Finally, the H C F A  formula itself creates a substantial financial 
disincentive to offering lower cost services to waiver recipients. The waiver 
formula does not permit states to realize the savings of offering lower cost services 
and then to offer these savings to new persons. Therefore states tend to develop 
waivers for relatively higher cost services, thereby obtaining more federal dollars, 
rather than opting to offer the less expensive in-home services. This a key factor 
behind explaining why in-home services typically do not command a significant 
share of H C B  waiver spending in most states.

S t a t e  P a r t i c i p a t i o n

Presently 39 states operate HCFA-approved H C B  waiver programs targeted to 
serving persons with developmental disabilities. The scope and range of services 
offered under these programs varies enormously. As a consequence, determining 
whether services are available under a state’s waiver program that could play a 
role in meeting the needs of children at home requires an examination of the 
particular state’s waiver program provision.
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M O D E L  W A I V E R S

P u r p v t e

The so-called "Model Waiver" option was developed by H C F A  to create a 
streamlined process for a state to offer home and community-based services (under 
Section 1915(c) of the Social Security Act) to a relatively small number of 
individuals. This program was intended to replace the case-by-case waiver 
requests that emerged as an outgrowth of the "Katie Beckett" case which allowed 
c-ates to redeploy Medicaid funds for inpatient services to the support of in-home 
services. However, the "Model Waiver" program establishes no special 
opportunities to initiate home services for children with severe disabilities apart 
from generalized statutory authority governing the home and community-based 
waiver program. Structurally, there is no substantive difference between the 
model and the "2176" waiver program. The chief distinguishing characteristic of 
"Model Waiver" programs has been their size and the types of services/individuals 
states typically target. The model waiver represents an opportunity for a state to 
more discretely target waiver services to a participating client subpopulations (e.g., 
ventilator dependent children living at home), ana the model waiver is generally 
oriented'to serving children living at home. Until the passage of OBRA-87 in 
December, 1987, H C F A  restricted the size of Model Waiver programs to no more 
than 50 individuals. Under OBRA-87, Model Waivers serving up to 200 
individuals are n o w  permitted. A  state m a y  propose to operate two or more model 
waiver programs ana may operate a model waiver in addition to or in lieu of a 
regular section 2176 waiver. If a state already has a 2176 waiver, the model 
waiver application form permits the state to avoid repeating some material in its 
request.

E l i g i b i l i t y

Model Waiver eligibility criteria parallel those employed for the 2176 home 
and community-based waiver program. H C F A  encourages a state to utilize the 
Model Waiver mechanism when it is seeking to cover a relatively small number of 
individuals. In addition, where coverage of children living at home is desired, 
H C F A  also encourages (but does not mandate) that a state consider concurrently 
applying for a waiver of the "deeming" of parental income as a means of 
broadening eligibility for Model Waiver services. A  state, however, may apply for a 
waiver of "deeming" when it is seeking H C F A  approval of a "regular" H C B  waiver 
program application.

S e r v i c e t  P r o v i d e d

While a state m a y  propose to include an array of medical and non-medical 
services in a Model Waiver program application, H C F A  guidelines urge states to 
restrict Model Waiver programs to a limited set of services. As with a "regular"

This section was largely prepared by Gary Smith of the National Association of 
State Mental Retardation Program Directors.
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waiver program, a state may propose to cover medical services not otherwise 
furnished under its state Meaicaid plan and to augment the extent, scope and 
services available under the state plan.

O ther N o te t

In most instances, states have employed the Model Waiver program to extend 
Medicaid coverage to relatively discrete, low*incidence target populations. Since 
utilization of home and community-based services is capped, some states have 
found the Model Waiver program to be a preferable alternative in covering home 
care services for children with severe disabilities to opting to add T E F R A  134 
coverage under the state Medicaid plan. Like "regular” waiver programs, however, 
the Model Waiver program cannot be viewed as a means of achieving broad-based 
Medicaid coverage of non-institutional services. A  "moder waiver may be 
appropriate in the case where the services a state wishes to furnish vary markedly 
from those that would be furnished under its regular waiver or if the institutional 
costs that would be incurred in the absence of a waiver are differentially higher 
than settings such as an ICF/MR.

W A I V E R  P R O G R A M  F O R  " B O A R D E R  BABI ES"

The Congressional Research Services reports (1988);

The Medicare Catastrophic Coverage Act of 1988 (Public Law 100-360) 
establishes a new waiver program targeted at "boarder babies," children 
who are infected with the acquired immunodeficiency syndrome virus 
(AIDS) virus or who are drug dependent at birth and who may remain in 
hospitals indefinitely because of problems in finding an alternative 
placement. The new 1915(e) waivers will allow states to provide services 
to such children, as well as to any children with AIDS, who (i) are under 
age 5, (ii) are receiving or are expected to receive federally funded adoption 
or foster care assistance, and (iii) would be likely, in the absence of 
waivered services, to require the level of care provided by a hospital or 
nursing facility. Covered services could include nursing care, physicians 
services, respite care, prescription drugs, medical devices and supplies, 
transportation, and any other service requested by the state and approved 
by the Secretary.

As with other home and community-based services waivers, the state is 
required to provide assurances that the health and safety of waiver 
participants will be protected, that there will be financial accountability for 
program funds, and that the projected per capita cost of the program will 
not exceed the costs that the Medicaid program would have incurred for 
the same individuals a the absence of a waiver, (p. 343)
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DIVISION Of MEDICAL ASSISTANCE 

Prior Yetr Expenditures

FY89
FY 86 FY 87 FY 88 ITD FY90

AOCT CATBXRY OF SERVICE ACTUALS ACTUALS ACTUALS ACTUALS Authorized

MEDICAID F A O U T O S 44,828.1 46,831.6 59,574.1 71,284.7 78,280.5
MEDICAID HOSPITALS 19,884.2 21,284.8 32,598.0 36,711.4 44,397.4
MEDICAID NURSDO HUES 24,943.9 25,546.8 26,836.7 34,434.5 33,623.1
.MEDICAID TPL RECOVERY 0.0 0.0 139.4 138.8 260.0

MEDICAID STATS FAC H I T E S 0.0 0.0 0.0 3,227.6 3,805.1

m C W  NOHA d L I T Y 20,246.2 22,731.3 33,192.3 40,124.7 45,706.3
MEDICAID PHYSICIAN SERVICES 11,006.0 11,477.4 18,182.4 19,510.7 22,801.9
MEDICAID OTHER 5.902.8 7,113.3 10,892.1 16,747.5 17,104.4
MEDICAID EPSDT 3,337.4 4,140.6 4,056.8 3,844.0 5,696.0
MEDICAID TPL RECOVERY 0.0 0.0 61.0 22.5 104.0

MEDICAID INDIAN HEALTH SERVICE 1.793.8 4,956.0 4,902.5 5,145.9 5,957.7

TOTAL ALL MEDICAID SERVICES 66,868.1 74,518.9 97,668.9 119,782.9 133,749.6

C Z m A L  RELIEF MEDICAL 

GRM HOSPITAL 

GRM PHYSICIANS SERVICES 

CRM OTHER SERVICES 
CRM TPL RECOVERY

4.617.4

2.119.5 

4,612.0

0.0

2,396.4

740.4
3,371.2

0.0

2,974.3

949.9
4,626.7

6.9

3.098.0 

1,088.6
3.523.1 

4.1

4,069.5
1,045.8
1,233.7

36.0

TOTAL ALL GRM SERVICES 11,348.9 6,508.0 8,557.8 7,713.8 6,385.0

CATASTROPHIC ILLNESS 513.7 0.0 0.0 0.0 0.0

ALASKA 1CNGEYITY KMJS H.H. 0.0 19.5 675.3 1,001.3 1,236.6

PERKBWT FIND DIYIUXD H.H. 0.0 353.6 740.4 910.2 1,300.0

TOTAL MEDICAL ASSISTANCE 78,730.7 81,400.0 107,642.4 129,408.2 142,671.2

file: i:\ctoA\lotus\cxpead\expead.wJcl 
06-0ul-89



DIVISION OF MEDICAL ASSISTANCE
Prior Year Btpendi cures

FY89
FY 86 FY 87 FY88 ITD FY90

ACCT CATEGORY OF SDT/ICZ ACTUALS ACTUALS ACTUALS ACTUALS Authorized

MEDICAID

MEDICAID HOSPITALS

800 Inpatient Hospital 16,295.1 17,619.7 27,275.0 27,898.9 36,700.7
803 Inpatient Psych Hospital 3,594.1 1,942.8
805 Outpatient Hospital 3,412.9 3,438.5 4,995.0 5,022.6 5,624.1
807 Outpatient Surgical Centers 176.2 226.6 328.0 195.8 129.8

TOTAL M. HOSPITALS 19,884.2 21,284.8 32,598.0 36,711.4 44,397.4

809 PFEKH RSA 0.0 353.6

811 TPL Recovery Contract 139.4 138.8 260.0

MEDICAID STATE FACILITIES

802 Inpatient Psych - API 353.2 400.0
890 Harborviev ICF/HR 2,619.8 3,405.1
895 Harborviev I d 254.6 0.0

TOTAL MEDICAID STATE FACILITIES 3,227.6 3,805.1

MEICAID PHYSICIAN SERVICES

815 Physician Services 10,908.4 11,393.7 18.066.2 19,444.5 22,722.3
816 Rural Health Clinics 97.6 83.7 116.2 66.2 79.9

TOTAL M. PHYSICIAN SERVICES 11,006.0 11,477.4 18,182.4 19,510.7 22,801.9

MEDICAID OTHER
820 Other Services 52.8 52.2 82.8 0.0 71.5
821 Speech Language Therapy 84.8 86.3 79.0 43.9 72.7
822 Mental Health Clinics 1,909.7 2,253.5 3,248.1 3,881.5 3,769.6
824 Hone Health Care 59.5 87.9 172.5 145.6 231.7
825 Transportation 1,653.0 1,597.8 2.370.5 3,462.5 2,495.8
826 Glasses Non-EPSDT 650.0 606.2 790.7 972.4 849.8
827 Family Planning 135.6 123.6 112.6 52.7 82.7
828 Laboratory & Xray 96.7 90.6 27.5 323.6 235.3
329 Medicaid Pharmacy 1,159.1 3,909.4
830 Hysterectomy 96.5 367.8 183.3 626.8 536.0
831 Abortion 0.0 1.5 3.2 0.0 0.5
832 Sterilization 133.4 352.3 562.1 664.7 558.6
835 Physical Therapy 156.4 167.0 189.3 140.4 146.9
836 Occupational Therapy 51.9 55.7 101.4 335.4 195.8
837 Proa. Devices-Hedical Equip 287.1 339.4 529.2 970.2 641.7
838 Part B Buy-In 535.4 517.2 834.9 1,494.4 1,613.1
839 Hearing Services/Equipment 2.6 115.5 77.4
840 Adult Dental 0.0 24.0 581.7 1,035.4 760.6
841 Personal Care 0.0 231.8 616.9 821.5 814.4
842 Chiropratlc 0.0 103.5 399.7 424.5 0.0
860 Disability/Blindness Coze 4.1 42.4 36.7
861 Disability Determination RSA 35.0 4.2

TOTAL M. O m a  SERVICES 5,902.8 7,113.3 10,892.1 16,747.5 17,104.4



MEDICAID EPSDT

846 Labratory & X-Ray 0.1 0.0 0.0
850 Other Services 0.5 0.5 1.1 1.4
351 EPSDT RSA 1,336.9 1,342.3 1,370.7 1,370.7 2,781.6
852 EPSOT Dental Care 1,689.3 2,546.6 2,369.5 2,124.0 2,495.3
854 EPSDT Physician 53.9 49.4 52.2 133.3 91.0
855 EPSDT Glasses 0.1 0.0 0.0
857 Therapy 0.0 0.0 0.0
858 Pros. Devices-Medical Equip 0.0 0.0 0.0
859 EPSDT Transportation 256.6 202.3 263.9 214.9 326.7

TOTAL M. EPSDT 3,337.4 4,140.6 4,056.8 3,844.0 5,6S6.0

812 TPL Recovery Contract 61.0 22.5 104.0

MEDICAID NURSING HCMES
870 Nursing Hone Skilled 2,385.2 4,122.5 2,629.4 3,611.5 2,848.2
871 Nursing Home Intermediate 19,788.1 17,572.8 21,012.2 26,478.0 25,810.3
872 Nursing Heme Hope ICF MR 2,T70.6 3,748.6 3,195.1 4,340.4 3,327.8
875 Nusring Home Interim Payment 0.0 102.9 4.6 1,636.8

TOTAL M. NURSING HCKES £1,943.9 25,546.8 26,836.7 34,434.5 33,623.1

MEDICAID INDIAN HEALTH SEPYICE
880 IMS Clinic 126.2 313.7 398.9 245.4 377.1
881 IBS Inpatient 894.0 3,487.2 2,935.9 2,916.4 4,192.0
882 IHS Outpatient 773.6 1,155.1 1,567.7 1,984.1 1,388.6

TOTAL M. IHS 1,793.8 4,956.0 4,902.5 5,145.9 5,957.7

TOTAL ALL MEDICAID SERVICES 66,868.1 74,518.9 97,668.9 119,782.9 133,749.6
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GQERAL RELIEF MEDICAL

900

GRM HOSPITAL 

Inpatient Hospital 4,009.8 2,218.9 2,929.3 3,094.0 3,889.9
905 Outpatient Hospital 607.6 177.5 45.0 4.0 179.6

TOTAL GRM HOSPITAL 4,617.4 2,396.4 2,974.3 3,098.0 4,069.5

930 GRM PHYSICIANS SERVICES 2,119.5 740.4 949.9 1,088.6 1,045.8

939

GRM OTHER SERVICES 

CRM Other Services 10.2 0.1 0.0 0.0
940 Pharmaceuticals XIX 2,327.8 2,544.9 3,781.1 2,658.3 0.0
941 Pharmaceuticals GRM 248.6 84.8 103.2 104.7 142.4
942 Transportation 128.0 66.0 85.0 98.6 85.5
943 Dental Care XIX 671.6 21.2 1.0 0.0 0.0
944 Dental Care GRM 231.7 50.5 23.6 19.7 0.0
945

946

Other Services 

Glasses & Hearing Aids
0.0

106.3 22.2 0.8
0.0
0.0

0.0
0.0

947 Pro* Device-Medical Qjuijmen 31.9 8.9 1.2 10.8 0.0
948 Therapy 44.8 11.6 0.1 0.0 0.0
950 Independent Lahe 9.0 2.0 3.9 5.1 0.0
951 Nursing tome Care 595.6 268.5 219.4 243.4 519.7

955 Family Plannug 9.3 0.5 1.1 0.7 1.4
956 Abortion XIX 167.3 262.8 . 376.6 325.1 440.3
957 Sterilizaticn (ALL OTHER) 4.6 1.5 12.9 46.4 0.0
958 Abortion GRM 25.3 25.8 16.7 10.3 44.4

TOTAL GRM OTHER SERVICES 4,612.0 3,371.2 4,626.7 3,523.1 1,233.7

910 TPL Recovery Contract 6.9 4.1 36.0

TC7TAL ALL GRM SERVICES 11,348.9 6,508.0 8,557.8 7,713.8 6,385.0

CA1ASIRIFHIC ILLNESS 513.7 0.0 0.0

ALASKA LCNGEVTIY BCNUS H.H. 0.0 19.5 675.3 1,001.3 1,236.6

PZRMENANT FUND DIVIDE?® HCLD HARMLESS

809 PTO told Harmless fcn-Fadlity 647.1 199.5 567.5

810 FTO told Harmless Facilities 93.3 710.7 732.5

TOTAL PTO HOLD HARMLESS 740.4 910.2 1,300.0

TOTAL MEDICAL ASSISTANCE 78,730.7 81,400.0 107,642.4 129,408.2 142,671.2
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AS OF : IIQVEHOER 30. 1039 PAGE I OF 2

insur anc e ,  and o t h e r .

■.S!ClAHCC--h

FACiiirr

HEOICAIO 
PER 01 EH 
RATE

CERTIFIEO
CAPACITY HEOICAID/GRH

PLACEMENTS

ICF SHF

NOfl-OHA 
PLACEMENTS 

HEOI- ** 
CARE OTHER

X OCCUPANCY 
OF TOTAL BEOS

OVERALL HEOICAIO
SHF/
ICF

SUING
BEOS

TOTAL
CEMSUS

VACANT
OEOS

C0R00VA HOSPITAL LTC $282.85 10 4 10 0 n/a 0 10 4 7IX 71X

OEHAII CENTER (Fairbanks) 161.08 101 0 38 12.. .v .* 8 (6 74 27 73X 50%

HERITAGE PLACE (Soldotna) 219.II 45 0 " 23 0 0
.. £,

28 ' 17' 62X ' six'

I SI AMO VIEW MANOR (Ketchikan) 232.28 46 0 24' 2
,... ^ ■

30 16 65% 54%

KOTZEBUE SEfliOR CITIZEM CARE! CTR. 198.08 9 0 5 0 0 6 " i 67% 67 %" "

KOOiAX ISIANO HOSPITAL LTC 211.34 19* 4 17 0 0 2 19 ' 4 83%
*vC /•

' 74X
;; ;r.. #.

HART CONRAO CENTER (Anchoragej 232.56 66* 0 ' '63 n/a n/a 2 ' "65 I 98% ' 9SX

OUR LAOY OF COMPASSION (Anchorage) 168.80 224 ■ o' 128 si 13 '" 24 ' 216
\. * ’• .• •. 

8 96X 80%

PETERSBURG HOSPITAL LTC 251.13 ' i4
•

12 '■ o 0 2 14 4 '
• v.. ’*.•« ’

78% 67%

QUYAANA CARE CENTER (Nc«c) 222.09 15*' " o ' 14 n/a n/a .. 0 14 r 93% ' ' ' 93%

SOOROOUGH PUCE (Valdez) 176.74 16* 0 13 n/a
* • .* • i !
n/a 3 16

*.» * i. 
0 ioox 81%

SOUlll PENINSULA HOSP. LTC (Honor) 234.77 18 o 14 ' 0 n/a i
...... • v

IS 3 83X " 78%

ST. ANN’S NURSING HONE (Juneau) 195.95 45 0 29 io ' 0 ' 2 41 "4 91% 8/X

WESLEYAN NURSING HONE (Sewardj 130.72 66 o' 44 0 n/a 4 48 13 73% ' 67% "

WRANGELL GENERAL HOSPITAL Lie 262.43 14 4 6 i " o ' 4 i f ' 6IX 39X

SWING 8E0S fAcute to LTC):
. * • ***'* *• *

CENTRAL PEN. HOSPITAL (Soldotna) 177.51 0 4 0 0 0 0 0 4 OX ox
SEWARO GENERAL HOSPITAL 177.51 0 2 0 0 1 0 t I sox ox
SIIKA COMMUNITY HOSPITAL 177.51 0 2 0 0 0 0 0 2 ox OX
VALDEZ COMHUNITV HOSPITAL 177.51 0 4 2 0 0 1 3 1 75X SOX
VALLEY HOSPITAL (Palner) 1/7.51 0 4 0 0 I 0 t 3 25% OX

* - beds certified ICF only. 
** - includes VA. private cav.

TOTAL: 740 442 76 25 69 612 126 83X 70X

KAREN HARJZ 
01 VISION OF HEDlCAl AKS« 07) 561-7171
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ICF/MR AMD 1HH CENSUS
PAGE 2 Of Z

CURRENT OCCUPANCY

\

TOTAL

HEOICAIO 
imOER OVER 
22 65PSYCHIATRIC BEOS

PER OIEH 
RATE

CERT IF!EO 
BEOS

NON-
HEOICAIO

TOTAL
CENSUS

VACANT
BEOS

ALASKA PSYCHIAFRIC IflSTITUTE 274.28 160 18 14 4 70 88 72
Anchorage
. .• .*• .... v . v ' v .**: .*.*• .V I.. • . .1. •.!; . •’' .• r

CHARTER NORIH HOSPITAL ff/A 60 15 is 0 24 39 Zl
Anchorage

•. *•; ; •• : ;• • ••••: \ • :■* • • • . .v.. :v
NORTH STAR HOSPITAL N/A 34 7 7 0 15 22 12
Anchorage

ICF/HR 8EDS
PER OIEH 
RATE

CERT IF 1FO 
BEOS HEOICAIO

HON*
HEOICAIO

TOTAL
CENSUS

VACANT
BEOS

HARBORYIEV OEVELOPHEHTAL CENTER 
Valdez

302.00 64 59 0 59 5

HOPE COTTAGES 
Anchorage

261.49 40
. v .  '. * \J V. y..

40 ‘  0 ' 40 o
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MEMORANDUM State of Alaska
G f to : Co(mi1s s 1oner John M. Andrews 

Department o f  Administrat ion
THRU: James J .  Fox, Deputy Commissioner

Department o f  Administrat ion
from: Barbara Bathony, D i rec to r

D iv is ion o f  P ioneers' Benefi ts 
Department o f  Administration

date.. February 2 , 1989
FILE NO:

TELEPHONE NO. 465-4400
su b jec t : Pioneers' Homes Occupancy Report 

December 27, 1988 through 
January 26, 1989

R

Available 

R2 N

Beds

m 1

Not
Available

V

Total
Beds

m R

Occupied Beds 

R2 N

4 Occupancy of 
Available Beds 
this mo. last mo.

SIT AS * 39 84 2 41 7 7 T 36 ♦ 35 71 85 87

FBX 56 * 46 102 2 0 104 54 * 46 100 98 99
PHR 18 17 53 88 2 4 94 18 16 53 87 99 97

ANC 113 25 88 226 6 0 232 96 24 88 208 92 92
KTN 19 * 28 47 2 0 49 17 * 28 45 96 96
JUN 20 * 32 52 _2 _0 54 18 * 31 49 94 96

TOTAL 271 47 286 599 16 45 660 239 40 281 560 93 94

ADMITTANCES 01 SOURCES DEATHS IN-HOUSE TRANSFERS

( j

R R2 N r. R2 N R R2 N R-R2 R2-R R-N N-R R2-N N-R2

SIT 0 * 2 0 * r 1 0 2 * ♦ 1 1 * *

0 * 0 0 * 0 1 * 0 * * 1 0 ★ *

VJ? P H R 0 2 3 0 * 0 0 0 4 2 1 0 0 •» ♦

ANC 1 0 0 0 0 0 0 1 2 0 0 0 0 0 0
KTN 0 * 0 0 * 0 0 * 0 * * 0 0 e ★

JUN 0 * 0 0 * 0 0 * I * * 1 0 * *

TOTAL T ~2 5 0 0 7 2 7 9 2 7 3 7 3 0

Anal ting In-House Transfer Waiting List

R-R2 R2-R R-N N-R R2■N N-■R2 R R2 N ■

SIT * * 0 2 * * 10 * 4 14

F B X * * 14 0 * e 7 * 18 25

PHR 0 0 0 0 1 0 2 2 2 9 33

ANC 4 0 2 0 0 0 0 2 53 55

KTN * * 0 0 * e 12 * 10 22
JUN * * J O _0 * e 47 * 18 65

^TOTAL 4 0 16 2 7 0 78 4 132 214

J S t i p e n d Infirmary Beds Residents receiving Nursing
/

R R 2  N ■ D a y s Residents a/residents #/hours
SIT 2 * 5 7 31 4 37 666
FB X 2 * 17 19 35 2 30 375
PMR 0 0 14 14 0 0 0 0
ANC 1 1 21 23 104 5 79 512
KTN 1 * 8 9 21 2 17 106
JUN _0 * _8 J 21 _4 J 16
TOTAL

/■*r>.
6 7 73 80 212 17 164 1675

*R ■ Residential cere level 
R2 ■ Residential 11 cere level 
N ■ Skilled Nursing level 
I ■ Infirmary Beds
V ■ Vacant beds due to renovation/construction
* ■ Not applicable
C/8901

»0il*
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A C K N O W L E D G E M E N T S
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, i o n a l  c a r e  w i t h o u t  t h e i r  e n t h u s i a s t i c  s u p p o r t  o f  t h e  p r o g r a m .

T h e  r e p o r t  w a s  p r e p a r e d  b y  s t a f f  f r o m  t h e  D i v i s i o n  o f  M e d i c a l  A s s i s t a n c e  a n d  
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t r a t i o n  o f  C C P E D .  C a r o l  H .  K u r l a n d  i s  t h e  a d m i n i s t r a t o r  o f  t h , s  p r o g r a m .
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I N T R O D U C T I O N

The Community Care Program for the Elderly 
and Disabled (CCPED) is in its fifth year of 
operation. With the combined efforts of 
County Boards of Social Sorvice/County Wel­
fare Agencies. Medicaid District Offices. 
Case Management Sites, service providers, 
families, other support persons, and other 
committed individuals in government. 
CCP ED has served more than 5,000 elderly 
and disabled individuals in New Jersey since 
October 1. 1983.

The intent of this report is to look back at the 
first three years of CCPED to see how the 
program has evolved, identifying its strengths 
and successes as well as areas that may re­
quire change or attention in the future. The 
report also contains statistical da*a concern­
ing the population served. By reviewing the 
data collected and issues that have been 
raised by program participants, we can plan 
more effectively and responsibly for the fu­
ture.



L O O K I N G  B A C K —  

H I S T O R Y  A N D  E V O L U T I O N  O F  C C P E D

Governor Kean in his SFY 1984 budget in­
cluded a $10.5 million appropriation from the 
State's Casino Revenue Fund to finance two 
maior initiatives in home and community- 
based long-term care:

• The Community Care Program for the 
Elderly and Disabled

• Medicaid's Personal Care Assistant Ser­
vices Program

The funding of these two programs rep­
resented a major shift in State policy toward 
developing a more balanced long-term care 
system— one without the “institutional bias" 
which forced elderly and disabled into nurs­
ing homes, but rather one oriented toward 
helping families care for their kin. It was an 
effort on the part of New Jersey to provide 
a full continuum of care so that individuals 
could have access to services and settings 
more appropriate to their needs and circum­
stances. as well as more cost-effective lor the 
State.

The Community Care Program for the Elderly 
and Disabled (CCPED) was created in New 
Jersey in response to the Omnibus Budget 
Reconciliation Act of 1981, Section 2176, 
Public Law 97-35. which encouraged the de­
velopment of home and community-based 
services rather than institutional programs. 
The Sixth Omnibus Budget Reconciliation 
Act of 1985 provided the basis for program 
revisions.

CC PED was initially approved in June of 1983 
.or a three-year period by the United States 
Department of Health and Human Services. 
Health Care Financing Administration (HCFA) 
with an effective date of October 1, 1983. 
Jointly funded by Fedeial Title XIX monies 
and the State of New Jersey Casino Revenue 
Account funds. CCPED was phased in 
throughout the state over the three-year 
period. CCPED was designed to serve a 
maximum ol 1.800 individuals at any one time 
at home by the end of the third year, offering 
a limited package of home and community-

based services. These individuals otherwise 
would have been eligible to receive Medicaid 
services only in a nursing home setting.

Phase-In

The first phase of CCPED began in seven 
counties on October 1, 1983. with nine coun­
ties added on October 1, 1984, and the final 
five counties added on October 1, 1985 (See 
Chart 1). This phase-in of counties and popu­
lation allowed time to implement the program 
effectively. Important aspects of the phase-in 
were: outreach to the communities: the train­
ing of staff involved in the enrollment pro­
cess: recruiting, enrolling and training 
providers: training individuals who would 
provide comprehensive case management 
services to each client: and the development 
and implementation of a uniform assessment 
and service delivery system.

Services

Phase One of CCPED offered a package of 
eight services consisting of case manage­
ment. home health services, medical day 
care, pharmaceuticals, non-emergency 
medical transportation, social adult day care, 
homemaker, and respite care to eligible indi­
viduals. These services were selected as 
most necessary to assist individuals remain 
home and to complement services available 
under Medicare. Phase Two, effective Octo­
ber 1. 1984, eliminated pharmaceuticals as 
part of the service package. Since most 
clients also met the eligibility requirements 
for New Jersey’s Pharmaceutical Assistance 
for the Aged and Disabled (PAAD) Program, 
it had been administratively difficult to ter­
minate their PAAD and offer pharmaceuticals 
under CCPED.

The client received a monthly Medicaid card 
from Blue Cross/E'ue Shield Insurance C o m­
pany a*.:r«1<nV to CCPFQ eligibility. This card 
listod the seven cCFiiL- -e.v.ces to which the 
client was entitled.



Cost-Effactiveness

In order to comply with Federal cost-effec­
tiveness requirements which stated that the 
cost of home and community-based services 
could not exceed the cost of institutional 
care, a 70% of nursing home cost-cap was 
imposed on each individual's service pack­
age. This meant that the total amount of ser­
vices paid for by Medicaid under CCPED 
could not exceed 70% of what Medicaid 
would have paid for that individual in a nurs­
ing home.

The removal of pharmaceuticals from the 
service package enabled CCPED clients to 
receive more home care services, such as 
homemaker and home health aide services, 
under this service cost-cap.

In 1986. New Jersey amended the CCPED 
program to allow 10% of the caseload to be 
served at 100% of nursing home costs, with 
90% of the caseload remaining at the 70% 
cost-cap. This was done to accommodate 
sicker clients who needed more services to 
remain at home than could be provided 
within the 70% cost limit.

Initiated in the fourth waivered year, this 
change meant a change from a 70% service 
cap of $770.80 - $1,063.86 to a 100% service 
cap of $1,101.15 - $1,519.80 a month (the 
high and low figures representing the skilled 
and intermediate "B" nursing home levels of 
care).

Co«t-Share Requirement*

Federal regulations required that all recipi­
ents shared in the cost of the services re­
ceived when their income exceeded mainten­
ance needs. Medical expenses not subject to 
payment by a third party were considered 
deductibles from this cost-share. Mainten­
ance needs were defined by the Federal gov­
ernment as the Social Security Income (SSI) 
standard. This amount changed from $333.47 
a month in 1983 to $367.25 a month in 1986.

New Jersey felt that this regulation posed a 
hardship on many individuals who had much 
higher living costs, and served as a deterrent 
to apply for CCPED and needed services. 
New Jersey petitioned the Federal govern­
ment to allow an additional $150 for mainten­
ance needs but the request was denied. New 
Jersey then opted to use state funds to allow

up to an additional $75 per client for mainten­
ance costs so that more individuals could 
choose CCPED as an alternative to nursing 
home care. With assistance from New Jersey 
Senator Bill Bradley through the mechanism 
of an amendment to the Consolidated O m ­
nibus 8udget Reconciliation Act of 1985. 
states were allowed to raise the maintenance 
needs deductible. In 1986, New Jersey 
elected to add an additional $75 or a total of 
$150 tc the SSI standard as the allowable 
maintenance deductible for the cost-share. 
This meant that clients could deduct up to 
$150 for maintenance, plus medical and re­
medial expenses from their income before 
paving the cost-share for CCPED.

Eligibility Requirements

The eligibility criteria for CCPED in 1982 were 

as follows:

• Individuals had to be 65 or over. O R  de­
termined disabled under the Social Secur­
ity Act and receiving Social Security dis­
ability payments. A N D  be eligible for Medi­
care.

• Individuals had to meet Medicaid s skilled 
or intermediate nursing home level of care



requirements (even though the choice was 
home care).

• Individual incomes had to exceed the SSI 
community standard up to the institutional 
cap ($1,008 as of 1/1/86), or individuals 
had to be ineligible in the community be­
cause of SSI Deeming Rules. (This meant 
that individuals were determined 
financially eligible on the basis of their own 
income.) Parental and spousal income 
were not considered (deemed) in determin­
ing eligibility.

• Individual assets could not exceed the 
amount allowed to receive Medicaid ser­
vices under the institutional program. 
Again, parental and spousal resources 
were not deemed in determining eligibility.

• Cost of services could not exceed an estab­
lished amount which reflected 70% of nurs­
ing home costs to Medicaid.

In 1986. these criteria were modified as fol­
lows:

• Individuals not determined disabled by the 
Social Security Administration could be 
determined disabled by the Bureau of

Medical Affairs. Division of Public Welfare, 
Department of Human Services.

• Individuals who were not eligible for Medi­
care but had other health insurance cov­
erage. which included hospital and phys­
ician coverage, could qualify for CCPED.

• Services for 10% of the CCPE D slots could 
cost up to 100% of Medicaid nursing home 
costs, rather than 70%. For example, an 
Intermediate Care Facility (ICF) Level A at 
70% was $985.98 and at 100%, it was 
$1,408.55, allowing an additional $422.57 
to be spent for service needs. This in­
crease became effective in the beginning 
of the fourth year.

Expenditures Under CCPED

The cost-effective features of CCPED. name­
ly, the use of case management as the pivotal 
service to orchestrate the service plan and 
the utilization of the 70% service cost cap for 
most recipients, has resulted in considerable 
savings to the State. As evidenced in Chart 
15. the cost of providing services to CCPED 
recipients in the home was considerably less 
than if they had been institutionalized. 
Although the average costs increased each 
year of the program, at its highest level in 
Year Three, the cost of serving the CCPED 
recipient was only one-third of what it would 
have been in a nursing home. $3,889 as com­
pared to $11,631. Chart 9 demonstrates that 
CCPED recipients are much the same as 
nursing home residents. Therefore. CCPED 
not only is appropriately targeting those who 
are at risk of institutionalization but is serving 
them at less cost.

Final Note

W e  are pleased to conclude this section with 
the information that CCPED has been re­
newed for an additional five years, to Sep­
tember 30. 1991. Upon our request. HCFA 
also approved an annual increase in com­
munity care slots for each new waivered year 
in order to meet the continuing demand for 
services. The allowable slots will reach 2.900 
in 1991.

The following sections of this report discuss 
m  more detail the application and enrollment 
process, demographic and fiscal data and 
observations and recommendations concern­
ing CCPED.
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A P P L I C A T I O N  A N D  E N R O L L M E N T

The overall administration of CCPED is car­
ried out by the Department of Human Ser­
vices, Division of Medical Assistance and 
Health Services, within the Office of Home 
Care Programs. The application and en­
rollment is performed locally by the County 
Board of Social Services/County Welfare 
Agency and the Medicaid District Office in the 
applicant's county of residence. This pro­
cess. described in this section and sum­
marized on Chart 2. has not changed since 
the program began in 1983.

Applicant

At the time of application, the individual may 
live at home in the community, alone or with 
others; in a hospital or nursing home; in a 
rooming or boarding home. The individual 
can be referred to the County Board of Social 
Services/County Welfare Agency by a variety 
of sources.

Specialist. If the applicant has been de­
termined to be medically in need of care and 
the cost of home care to be reimbursed by 
Medicaid is projected to not exceed the in­
stitutional service cost-cap established for 
the individual, the applicant is enrolled in 
CCPED and referred to the Case Manage­
ment Site within the county.

Case Management Site (CMS)

Upon receipt of the referral, the case man­
ager visits the client and, with input from the 
client, family member, attending physician, 
Medicaid staff, and service providers, 
prepares a service plan to meet the client's 
needs. The case manager then assists the 
client in securing services approved in the 
service plan. The client's needs and service 
program are continuously monitored by the 
case manager while the client remains in 
CCPED.

County Board of Social Services/County 
Welfare Agency (CBSS/CWA)

The individual makes formal application at 
the C8SS/CWA serving the county of resi­
dence. The C8SS/CWA explains CCPED to 
the applicant, and in accordance with existing 
policies and procedures, determines the ap­
plicant's financial eligibility. The information 
regarding income and resource is verified as 
well as other eligibility factors such as age, 
residence and citizenship. The CBSS/CWA 
also determines the applicant’s maximum 
cost-share liability and ensures that disability 
has been determined if the applicant is under 
65 years of age.

Medicaid District Office (MDO)

When the applicant has been determined 
financially eligible for CCPED. a referral is 
made to the M D O  serving the county of resi­
dence. A Medicaid Regional Staff Nurse and 
Medical Social Care Specialist visit the appli­
cant to assess the level of care required, 
evaluate the appropriateness of CCPED for 
the applicant and discuss the choices of care 
(home or institutional care).

The Nurse and Social Care Specialist then 
discuss the case with a Medicaid Physician

Delivery of Services

CCPED provides access to seven services: 
case management, home health, home­
maker, medical day care, social adult day 
care, respite care, and non-emergency medi­
cal transportation.

A description of each service area, an 
analysis of service utilization, quality as­
surance, and other service issues follow.

Case Management

Each CCPED recipient receives case man­
agement services from a case manager 
based in a designated case management site 
approved by the Division of Medical As­
sistance and Health Services. Case manage­
ment sites are located in home health agen­
cies, county boards of social services/county 
welfare agencies. Medicaid District Offices, 
homemaker/home health aide agencies, and 
ono area office on aging. The Department of 
Human Services emphasizes an inter­
disciplinary approach to case management 
so that the client's total needs can be evalu­
ated and addressed. This means sites must 
employ case managers who are both nurses 
and social workers. In sites where a small 
number of cases only warrants one case

7



manager, either a nume or a social worker 
can be employed.

Included in the responsibilities of the case 
manager arc assessment of the client, prep­
aration of a service plan (which includes for­
mal and informal supports), cost-share de­
termination. coordination of service delivery, 
monitoring of services, and assisting and ad­
vocating for the client and/or family as 
neeoed. Case managers have performed ex­
ceptionally wall in meeting clients’ needs in 
a cost-effective manner while ensuring that 
quality care is given.

This report concludes with segments of un­
solicited letters sent to case managers by 
families of clients served under CCPED. 
These letters attest to the quality of case 
management provided under this program.

Home Health Services

Home Health services include skilled nursing, 
homemaker/home health aides, physical and 
occupational therapies, speech-language 
pathology, medical social work services and 
certain medical supplies.

Licensed certified home health agencies 
under contract to the Division of Medical As- 
sis‘ance and Health Services provide these 
services. These agencies have provided ex­

cellent home care to clients and have been 
an invaluable part of the CCPED service 
package.

Prospective reimbursement of home health 
services established for the program remains 
a major problem in CCPEC. Fees are based 
upon audited data secured from Medicare 
cost reports, since New Jersey Medicaid pig-' 
gybacks Medicare principles of reimburse­
ment. Agencies are particularly concerned 
that the visit rate paid under Medicare does 
not accommodate the chronic care required 
by CCPED clients. To remedy this orobiem, 
an hourly fee for home health aide services 
was suggested by the industry and im­
plemented upon the choice of the agency in 
Novembe' 1987.

Another growing problem is the insufficient 
number of certified homemaker/home health 
aides, particularly in seme geographical 
areas, to meet the demands for home care. 
Inadequate transportation systems com­
pound the pioblem and in some instances 
aides are unable to get to a client's home to 
provide the services.

The New jer ?y Department of Human Ser­
vices and Deh artment of Health have formed 
an interdepartmental task force to discuss 
issues related to the homemaker/home 
health aide shortage. A report will be pres­
ented to both Commissioners, perhaps form­
ing the basis for increase in the availability of 
staff in the home care arena. It is felt that the 
demand for services under CCPED has 
provided a mechanism for identifying this de­
veloping need in New Jersey.

Homemaker Service

Homemaker Service has been the backbone 
of CCPED and has grown from 43% of total 
service payments in the first year of CCPED 
to C2% of total payments in the third year. 
Homemaker service provides both basic per­
sonal care such as bathing, grooming and 
dressing, and household tasks such as light 
housekeeping, meal preparation and shop­
ping. The reimbursement rate, generally 
lower than for home health aide service, 
makes this the most sought after service in 
CCPED. However, agencies continually feel 
that Medicaid Is not meeting true service 
costs and annually request fee increases.

A new group of agencies was enlisted to be­
come approved Medicaid providers of this 
service area. About 57 proprietary and 18 
non-profit agencies have been enrolled since
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1983. Required to meet Division standards, 
they also were trained in the billing process 
and, in turn, developed a new set of rela­
tionships with M D O s  and case managers.

Due to the growing number of agencies and 
a need to assure continuing quality of care, 
accreditation by the industry was supported 
by the Division as a requirement for Medicaid 
participation of these agencies. All agencies 
providing homemaker service are row re­
quired to become accredited by the National 
HomeCaring Council (of the Foundation of 
Hospice and Home Care) or the Commission 
on Accreditation for Home Care, based in 
New Jersey, by January 1, 1988 for
proprietary agencies and June 30. 1988 for 
non-profit agencies. The shortage of para- 
professionals is particularly significant with 
these agencies since homemaker service is 
their primary agency service.

Medical Day Care

Medical Day Care offers a variety of health, 
social and supportive services in forty-nine 
Medicaid approved centers located in nurs­
ing homes, freestanding settings, or affiliated 
with hospitals. Although only 4 % of CCPED 
payments were made for medical day care, 
the comprehensive package of services is 
beneficial to clients able to leave their own 
home for one to five days a week. An average 
medical day care per diem is considerably 
less than other home care servicas 
purchased separately for the same time 
frame. Medical Day Care offers not only 
medical and nursing supervision for the very 
frail or disabled person, but it also provides 
needed socialization and peer contacts.

Social Adult Day Care

Social Adult Day Care emphasizes social and 
recreational activities in a group setting, with 
some health monitoring. Clients attending 
social day care do not usually need medical 
attention during the day but may need close 
general supervision to prevent such behav­
iors as wandering. Less than 1% of the total 
expenditures are for this service. All social 
day care centers must be publicly funded and 
monitored to participate in CCPED. They also 
require a Medicaid provider agreement.

Respite Care

Respite Care is a temporary service offered 
on an as needed basis to relieve families car­
ing for individuals ?♦ home. It can be provided 
at home by a homemaker/homo health aide.

employed by approved agencies or in nurs­
ing homes by facilities which have a Medicaid 
provider agreement. The reimbursement of 
respite care in a nursing home equals either 
the facility's skilled or intermediate care rate.

There is a need for more nursing homes to 
provide respite care. The service has been 
limited because facilities cannot predict 
a bed will become available for respite . 
Therefore, families who need to be away at 
a specific time usually cannot be guaranteed 
the availability of a bed when needed.

Respite care in the home by a home­
maker/home health aide is not always 
feasible due to the shortage of aides willing 
to work weekends or evenings.

Medical Transportation
Medical Transportation Is non-emergency 
transporting of clients by a suitable vehicle to 
obtain health services. This service is 
provided by traditional Medicaid approved 
medical transportation providers, using, for 
example, invalid coaches, or by vehicles 
provided through the county welfare agen­
cies Medicaid-funded transportation pro­
grams.

9



LETTERS O F SU PPO R T

W e h a ve re c e iv e d  n u m e ro u s  u n s o lic i te d  le t ­
te rs  fro m  fa m il ie s  o f c lie n ts  se n t to c a s e  m a n ­
a g e m e n t s ite s  and to th e D iv is io n o f M e d ic a l 
A s s is ta n c e  a n d H e a lth  S e rv ic e s (D M A H S ). 
T h e fo l lo w in g  a re e x c e rp ts  fro m  th e se le t te rs .

TO : B e r g e n  C o u n t y  B o a r d  o t  S o c i a l  

S e r v i c e s ,  O c t o b e r  2 0 ,  1 9 8 6 .

TO  W H O M  IT M A Y CONCERN :

"M y  m o th e r w as a re c ip ie n t o f th e C C P E D  
P ro g ra m  fo r a lm o s t th re e  yea rs . S h e p a s s e d  
aw a y o n A u g u s t 22 , 1986 , b u t sh e d ie d  in h e r 
o w n  h om e , w h ic h  is w h a t she w a n te d . S he 
w a s 87 y e a rs o ld a n d w as te r r i f ie d  (a s I th in k  
m o s t o ld e r p e o p le  a re ) o f n o t b e in g  a b le  to 
ta k e  c a re  o f h e rs e lf an d ha v in g to g o  to a 
n u rs in g  h om e . Y o u r P ro g ram  e n a b le d  h e r to

s ta y in he r ow n h om e and h e r ow n s u r r o u n d ­
in g s . a n d fo r th a t I am v e ry , v e ry g ra te fu l . "

TO : P a s s a i c  C o u n t y  B o a r d  o t  S o c i a l  

S e r v i c e s ,  N o v e m b e r  1 3 ,  1 9 8 6 .

" I w a n t to re -e m p h a s iz e  w h a t I e x p re s s e d  to 
yo u in o u r re c e n t te le p h o n e  c o n v e rs a t io n  
c o n c e rn in g  m y v e ry  d e e p a p p re c ia t io n  fo r 
y o u r m a n y k in d n e s s e s .

T h e re  is l it t le  q u e s t io n  in m y m in d  th a t you 
w e n t o u t o f y o u r w a y to be h e lp fu l to  m y 
m o th e r a n d  m y s is te r , in a s s is t in g  th e m  in 
th e ir n e e d s . In a d a y an d ag e w h e n th e  g e n ­
e ra l p u b lic  is o fte n t im e s  c r i t ic a l o f th o s e  w ho 
se rv e in th e p u b lic  s e c to r . I ca n a tte s t to  the 
fa c t th a t yo u p e rs o n ify , in th e h ig h e s t se n se ,
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a d e d ic a te d  p u b l ic  s e rv a n t w ho ha s a d e e p  
c o n c e rn  fo r th e  p u b lic  c it iz e n .”

TO : M C O S S  N u r s i n g ,  I n c . .  J a n u a r y  3 0 .  1 9 8 7 .

"O n  b e h a lf o f m y m o th e r and m y s e lf , w e 
w o u ld  lik e  to e x p re s s  o u r a p p re c ia t io n  an d 
g ra t i tu d e  re g a rd in g  th e C C PED  p ro g ra m , a n d 
to yo u . in p a r t ic u la r , fo r y o u r c o n t in u e d  g u id ­
a n c e  a n d h e lp .

A s yo u w e ll k n o w , th is p ro g ra m  ha s e n a b le d  
m y e ld e r ly  m o th e r to re m a in  a t h om e , in fa m ­
i l ia r and c o m fo r ta b le  s u r ro u n d in g s  a n d s till 
re c e iv e  th e c a re  and a tte n t io n  so v ita l to 
s om e o n e  o f n in e ty -o n e .

T h e ca se m a n a g e m e n t has been th o ro u g h ly  
p ro fe s s io n a l, w h e th e r it b e on a m e d ic a l, 
f in a n c ia l o r e m o t io n a l le ve l.

Y o u ha ve a lw a y s be en th e re  'in th e w in g s " 
re a d y  to h e lp  . .  . th a n k you fo r the p ro g ra m  
. . .  an d th a n k y o u  fo r b e in g  p a rt o f i t . "

TO : D i v i s i o n  o f  M e d i c a l  A s s i s t a n c e  &  H e a l t h  

S e r v i c e s .  O f f i c e  o f  H o m e  C a r e  

P r o g r a m s .  N o v e m b e r  2 5 ,  1 9 8 6 .

"M y  fa th e r - in - la w  b e c am e an a c tiv e p a r t ic i ­
p a n t in th e C o m m u n ity  C a re P ro g ram  fo r th e 
E ld e r ly  a n d D is a b le d  on N o v em b e r 19 . 1986 .
I w o u ld  lik e  to e x p re s s  o u r a p p re c ia t io n  fo r 
h is a c c e p ta n c e  in to  tn e p ro g ra m .

I w as v e ry im p re s s e d  by . an d w is h  to  a c ­
k n o w le d g e  w ith  d e e p  a p p re c ia t io n , th e v e ry 
c o u r te o u s  a n d e f f ic ie n t m a n n e r in w h ic h  we 
w e re  in te rv ie w e d  by y o u r s ta ff. E a ch o n e w as 
fr ie n d ly , w a rm  an d in te re s te d .

T h a n k you n o t o n ly  fo r y o u r a s s is ta n c e  b u t 
a ls o  fo r th is v e ry p o s it iv e  e x p e r ie n c e  in 
h um a n s e rv ic e s ."

TO : T h e  A d m i n i s t r a t o r  o f  t h e  D M A H S ,

O f f i c e  o f  H o m e  C a r e  P r o g r a m s  f r o m  a  

R e g i o n a l  S t a f f  N u r s e  e m p l o y e d  i n  a  

M e d i c a i d  D i s t r i c t  O f f i c e .

"S in c e  I h a ve s ta r te d  d o in g  re a s s e s sm e n ts  on 
m y a s s ig n e d C C P E D  ca se s . I ha ve fo u n d  th e 
c lie n ts  to be h a p p y  a n d  im p ro v e d  p h y s ic a l ly  
a n d m e n ta lly .

It w a s h e a r tw a rm in g  to  m e . p a r t ic u la r ly  w h e n  
I saw  a re c ip ie n t y e s te rd a y  th a t I h a d n o t s e e n 
in a yea r. S h e lo o k e d  so m u c h b e tte r a n d  w as 
fr ie n d ly  a n o c h a tty . L a s t ye a r, w h e n I s aw  he r. 
I d o u b te d  th a t s h e w o u ld  be a b le to  be k e p t 
a t h om e .

T h is p ro v e d  to  m e th a t th is o ro g ra m  re a lly  
w o rk s  The fa m ily  is p le a s e d  w ith  th e s e rv ic e s  
a n d  o n ly a sk th a t th e y  s ta y th e sam e .

T h re e c h e e rs  fo r C C P E D !"

POPULATION SERVED

T h e fo l lo w in g  is a n a n a ly s is o f da ta c o m p i le d  
o n p o p u la t io n  s e rv e d  d u r in g  the f i r s t th re e  
y e a rs  o f C C P E D . re p re s e n t in g  4 .0 75 re c ip i ­
e n ts .

S e x

O f th e 4 .0 7 5 c lie n ts  se rv e d . 7 6%  w e re  
fem a le s ; 24%  w e re  m a le s (C h a rt 3 ).

A g e

T h e n u m b e rs  o f in d iv id u a ls  s e rv e d  o v e r 
a g e 65 in c re a s e d  fro m  80%  to 87%  fr o m  1983 
to 1985 . w ith  th e p re p o n d e ra n c e  o f th e  re c ip i ­
e n ts  in th e 7 5 -8 4 age g ro u p . It is in te r e s t in g  
to n o te  th a t a s iz e a b le  g ro u p , an a v e ra g e  o f 
27% . w e re o v e r th e  age o f 85 in 1985 . (C h a r t 
4).

A ll th re e  y e a rs o f th e  p ro g ra m  re f le c te d  a 
s im ila r ag e p ic tu re . It is fe lt th a t C C P E D 's 
lim ite d  s e rv ic e  p a c k a g e  d is c o u ra g e d  th e 
y o u n g e r d is a b le d  w h o  ne e d m o re  e x te n s iv e  
s e rv ic e  c o v e ra g e  a n d w e re  b e tte r a c c o m m o ­
d a te d  u n d e r M e d ic a id 's  H om e a n d  C o m ­
m u n ity -b a s e d  S e rv ic e s  W a iv e rs fo r B lin d  o r 
D is a b le d C h i ld re n  a n d A d u lts , k n o w n  as 
M e d ic a id 's  M o d e l W a iv e rs .

R a c e

R ace v a r ia t io n s  as il lu s t r a te d  m C h a r t 5 a p ­
p e a re d  to be u n u s u a l to  s ta ff, u n til th e y w e re  
c o m p a re d  to th e  p o p u la t io n  in N ew  J e rs e y 
n u rs in g  h om e s . S e v e n ty -n in e  p e rc e n t o f in d i ­
v id u a ls  s e rv e d u n a e r C C P E D  w e re w h ite , w ith  
17% b la c k re c ip ie n ts , a n d 2%  H is p a n ic  r e ­
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c ip ie n ts  in 1985 . M e d ic a id  re s id e n ts  in n u rs ­
in g h o m e s  in 1986 w e re  84%  w h ite . 10% 
b la c k a n d 1% H is p a n ic , re v e a lin g  th a t th e 
ra c ia l v a r ia t io n  o f th e p o p u la t io n  e n ro lle d  in 
b o th  p ro g ra m s  w a s s im ila r .

L iv in g  A r r a n g e m e n ts

O th e r c h a ra c te r is t ic s  o f C C P ED  re c ip ie n ts  
w e re  e x a m in e d . C h a r t 6 s h ow s th e liv in g  a r ­
ra n g e m e n t o f e n ro lle e s . T he la rg e s t n u m b e r . 
3 9 .4% . re s id e d  w ith  a d u lt c h i ld re n . 3 0 .3%  
liv e d  a lo n e . 2 3 .2%  liv e d w ith  a s p o u s e  a n d 
7 .1%  h a d o th e r a r ra n g e m e n ts , s u c h  as liv in g  
w ith  a s ib l in g , f r ie n d , o r o th e r re la t iv e . S in c e 
th e s u p p o r t n e tw o rk  is s o  im p o r ta n t in th is 
p ro g ra m , th e  a v a ila b i l i ty  o f an a d u lt c h i ld  o r 
s p o u s e  p ro v id e d  th e n e e d e d  s u p p o r t fo r th e 
l im ite d  s e rv ic e  re c e iv e d  u n d e r C C PED . The 
fa c t th a t a b o u t 1 /3  o f th e re c ip ie n ts  liv e d 
a lo n e , a lth o u g h  d i f f ic u l t to a c c e p t b y c o n ­
c e rn e d  p ro fe s s io n a ls , a tte s ts  to th e s tre n g th  
o f th e fre e d o m  o f c h o ic e  g iv e n to a ll in d iv id ­
u a ls e le c t in g  th is  p ro g ra m . M a n y p e rs o n s  re ­
fu s e d  to  e n te r n u rs in g  h om e s , d e s p ite  th e 
u n a v a i la b i l i ty  o f fa m ily  a n d th e lim ita t io n  o f 
s e rv ic e s . H o w e v e r , a n u m b e r o f th e se 
■ 'lo ne rs '* d id  h a ve fr ie n d s  o r c h i ld re n  w h o 
liv e d  n e a rb y  a n d  lo o k e d  in on th e  re c ip ie n t 
o n a re g u la r b a s is .

D ia g n o s is

P r im a ry  d ia g n o s e s o f C C P E D  re c ip ie n ts  a re  
i l lu s t r a te d  in C h a r t 8. T he m o s t c o m m o n  
p h y s ic a l p ro b le m  was a c ir c u la to r y  d is o rd e r , 
fo u n d  in 4 9%  o f th e p o p u la t io n  se rv e d . R e ­
m a in in g  d is o rd e rs , o c c u r r in g  a t e q u a l d is ­
t r ib u t io n , w e re d if f ic u lt ie s  w ith  n e rv o u s s y s ­
tem . re s p ira t io n , m e ta b o lis m , m u s c u lo ­
s k e le ta l p ro b le m s , c a n c e r a n d  m e n ta l d is ­
o rd e rs . A ll d is o rd e rs  a p p e a re d  to  n o t o n ly b e 
re f le c t iv e  o f the e ld e r ly  p o p u la t io n  in th e p r o ­
g ra m , b u t d e s c r ip t iv e  o f a s im ila r p o p u la t io n  
re s id in g  in lo n g - te rm  c a re  fa c i l it ie s . T h e re ­
fo re . th is  in fo rm a t io n  a p p e a re d  to  c o n f irm  th e  
a p p ro p r ia te  ta rg e t in g  o f th e p o p u ia t io n .

L e v e l o f C a re

F e d e ra l re g u la t io n s  re q u ire  th a t c l ie n ts  
s e rv e d  u n d e r C C PED  m u s t re q u ir e  a le v e l o f 
c a re  p ro v id e d  in a n u rs in g  h om e , a lth o u g h  
th e y m a y ch o o s e  to re m a in  h o m e  w ith  s e r ­
v ic e s . (S e e A tta c h m e n t A fo r a d e s c r ip t io n  o f 
th e th r e e  le ve ls o f n u rs in g  h o m e  c a re .) C h a r t 
9 c le a r ly  d e m o n s tra te s  th a t C C P E D  is a t t r a c t ­
in g th e  a p p ro p r ia te  p o p u la t io n . The le v e l o f 
c a re  o f in d iv id u a ls  s e rv e d  u n d e r C C P ED  o v e r 
th e th re e  y e a rs c o m p a re s  fa v o ra b ly  to th e

In c o m e  L e v e l a n d  C o s t S h a re

In c o m e  le v e ls  o f C C P E D  c lie n ts  as s een in 
C h a r t 7 w e re  re s t r ic te d  b y th e e l ig ib i l i t y  r e ­
q u ir e m e n ts  o f th e p ro g ra m . W h e re a s m o s t 
(4 5% ) h a d in c o m e s  fro m  $3 68 to $521 a 
m o n th , a c o n s id e ra b le  n u m b e r (2 6% ) h a d 
h ig h e r in c o m e s , f ro m  $ 5 2 2 to $ 8 9 9 a m o n th  
a n d  lo w e r in c o m e s  (2 7% ) u n d e r $3 6 7 a 
m o n th  (y e t w e re  in e l ig ib le  fo r re g u la r M e d i­
c a id  b e c a u s e  o f s p o u s a l o r p a re n ta l in ­
c o m e s ) . F ew  ha d in c o m e s  w h ic h  e x c e e d e d  
$ 9 0 0 a m o n th , a lth o u g h  th e m a x im u m  in ­
c o m e  e l ig ib i l i t y  w a s $ 1 ,0 0 8 a m o n th . T h e p r i ­
m a ry  re a s o n  fo r th is  can b e a t t r ib u te d  to th e 
c o s t - s h a re  l ia b i l i t y  re q u ire m e n t . A ll re c ip ie n ts  
w e re  re q u ir e d  in a c c o rd a n c e  w ith  F e d e ra l 
re g u la t io n  to  s h a re  in th e  c o s t o f c a re . The 
c o s t - s h a re  w a s d e te rm in e d  b y d e d u c t in g  a 
s ta n d a rd  m a in te n a n c e  a llo w a n c e  p lu s m e d i­
c a l a n d  re m e d ia l e x p e n s e s  fro m  th e c lie n t 's  
g ro s s  in c o m e . T h o s e c lie n ts  w ith  h ig h  in ­
c o m e s  h a d a h ig h  c o s t-s h a re . th e re b y  d is ­
c o u r a g in g  p a r t ic ip a t io n  in th e  p ro g ra m . 
T h o s e  in d iv id u a ls  w o u ld  p u rc h a s e  s e rv ic e s 
d ir e c t ly  ra th e r th a n  th r o u g h  CC PED .



M e d ic a id  p o p u la t io n  s e rv e d  in N ew  Je rs e y 
n u rs in g  h om e s . N o te th a t in Y e a r O ne . 16% 
o f C C P E D  c lie n ts  w e re a s s e s s e d S k il le d  
N u rs in g  F a c il i ty  (SN F ) L e ve l c o m p a re d  to 8% 
o f p a t ie n ts  a s s e s s e d SN F in n u rs in g  h om e s ; 
59%  o f C C P ED  c lie n ts  w e re  a s s e s s e d  In te r ­
m e d ia te  C a re  F a c ility  (IC F ) A le v e l c o m p a re d  
to 6 9%  IC FA p a tie n ts  in n u rs in g  h om e s , an d 
25%  C C P E D  c lie n ts  w e re  a t In te rm e d ia te  
C a re  F a c il i ty  (IC F ) B le ve l c o m p a re d  to 23% 
IC FB p a t ie n ts  in n u rs in g  h om e s . A ll th re e 
y e a rs in d ic a te d  th e re  w a s g re a t s im ila r i t y  b e ­
tw e e n th e le v e ls  o f c a re  re q u ire d  by C C PED  
re c ip ie n ts  to  th o s e in n u rs in g  h o m e s . S in c e 
th e s am e le v e l o f c a re  c r i te r ia  w a s u t i l iz e d  b y 
M e d ic a id  M e d ic a l E v a lu a t io n  T e am s to  d e ­
te rm in e  m e d ic a l e l ig ib i l i ty  fo r C C P ED  a n d fo r 
n u rs in g  h o m e  p la c em e n t, it is c o n c lu d e d  th a t 
C C P E D  has in d e e d  a p p ro p r ia te ly  ta rg e te d  in ­
d iv id u a ls  w h o  w ith o u t h o m e  an d c o m m u n ity - 
b a s e d  c a re  w o u ld  ha ve b e e n c a n d id a te s  fo r 
n u rs in g  h o m e  a dm is s io n .

A s an a d d e d  no te , it a p p e a re d  th a t th e  in d i­
v id u a ls  s e rv e d  in C C P ED  c o u ld  in s om e  in ­
s ta n c e s  h a ve be en s ic k e r th a n th o s e  s e rv e d 
in n u rs in g  h om e s , s in c e  th e  SN F p e rc e n ta g e s  
a re  c o n s id e ra b ly  h ig h e r in th e C C P E D  p o p u ­
la t io n .

T e rm in a t io n

C h a r t 10 d e lin e a te s  th e p r in c ip a l re a s o n s fo r 
te rm in a t io n  fro m  C C P iD . W ith  th e  m a jo r i ty  o f 
c l ie n ts  m th e ag e g ro u p  o f 7 5 -8 4 , h a v in g  n u ­
m e ro u s  c h ro n ic  illn e s s e s a n d m a tc h in g  p a ­

t ie n ts  w h o a re in s t i tu t io n a l iz e d , it is u n d e r - 
s ta n a a b le  th a t te rm in a t io n  fro m  C C P E D  re ­
s u lts  fro m  de a th o r a d m is s io n  to a n u rs in g  
h om e .

L e n g th  o f S ta y o n  P ro g ra m

C h a r t 11 illu s t r a te s  th e le n g th  o f tim e c lie n ts  
re m a in e d  o n CC PED . A lth o u g h  c o n s id e re d  a 
lo n g  te rm  ca re s e rv ic e s p ro g ra m , it is 
in te re s t in g  to n o te th a t 5 9 .8%  w e re  s e rv e d  in 
C C P E D  u n d e r s ix m o n th s . V e ry  few , 17 .1% , 
re m a in e d  o n C C P ED  o v e r a y e a r . T he fra il ty  
o f th e  p o p u la t io n  s e rv e d a t t r ib u te d  to a 
s h o r te n in g  o f p ro g ra m  in v o lv e m e n t.

P a y m e n t o f S e rv ic e s

C h a r ts  12 -14 d e m o n s tra te  the c h a n g e  in p a y ­
m e n ts  m a d e  fo r s e rv ic e s  o v e r th e  th re e  ye a rs . 
T h e re  w as a n o t ic e a b le  g ro w th  in fu n d s  e x ­
p e n d e d  fo r h o m em a k e r s e rv ic e s . A ll o th e r 
s e rv ic e  e x p e n d itu re s  re m a in e d  a b o u t th e 
s am e . T o ta l p a ym e n ts g re w  fro m  a lm o s t 
$ 7 0 0 ,0 0 0  in Y ea r O ne to m o re  th a n  $8 .5 
m ill io n  in Y e a r T h re e  as th e  p ro g ra m  b e c a m e  
b e t te r k n o w n and s e rv e d  a la rg e r p o p u la t io n  
s ta te w id e .

C h a r t 15

C h a r t 15 c o m p a re s  e x p e n d itu re s  u n d e r 
C C P E D  to n u rs in g  h om e  e x p e n d itu re s . 
A lth o u g h  th e  a v e ra g e  c o s ts  p e r C C P E D  re ­
c ip ie n t in c re a s e d  e a ch y e a r o f th e  p ro g ra m , 
a t its h ig h e s t c o s t in Y e a r th re e , it w a s s till 
o n ly  o n e - th ir d  o f n u rs in g  h om e c o s ts .
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T H R E E  Y E A R S  O F  C C P E D  

P H A S I N G  I N  T H E  C O U N T I E S

HUDSON 
ISO

YEAR O N E - 10/83

YEAR TW O— 10/84 

YEAR T H R E E -1 0 /8 5

o

14



CHART 2

CCPED
Enro l lm en t
P ro c e s s

•  F in a n c ia l E lig ib i l ity
•  D is a b i l i ty  D e te rm in a t io n  

( if u n d e r a g e 65)

•  M e d ic a l E lig ib i l i ty
•  A p p ro p r ia te n e s s  o f C C P E D
•  C h o ic e  o f C a re
•  A u th o r iz a t io n  o f S e rv ic e s

Incom e M a in tenance 
Techn ic ian

A pp lic a n t

(A ssessm en t)

C areg iver Nurse SW App lica n t

•  S e rv ic e  P la n
•  A r ra n g e  S e rv ic e s
•  M o n ito r C a re

C B S S — C oun ty Board of Soc ia l Serv ices 
o r C oun ty W elfa re A gency 

M D C — M ed ica id D is tr ic t O ffice 
C M S — Case M anagem en t S ite

C a re g iv e r/C lie n t Home



CHART 3

P E R C E N T A G E  M A L E / F E M A L E  C L I E N T S

LEGEND 

M ALE 24% 

FEMALE 76%

4,075 CLIENTS SERVED
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462 1.416 2,197

CHART 4

A G E  V A R I A T I O N  O F  C L I E N T S

LESS THAN 65

65 TO 74

75 TO 84

85 AND OVER

LEGEND
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CHART 5

R A C E  V A R I A T I O N  O F  C L I E N T S

10



CHART 6

L I V I N G  A R R A N G E M E N T  O F  C L I E N T S



CHART 7

M O N T H L Y  I N C O M E  O F  C L I E N T S

$368 T O  $521 
4 5 %

T O  $367 
2 7 %

$900 T O  $1,008 

2 %

$522 T O  $899 
2 6 %

20



CHART 8

P R I M A R Y  D I A G N O S I S  O F  C L I E N T S

M U S C U L O S K E L E T A L



CHART 9

H
Z
UJ
o
ccUJ
c l

L E V E L  O F  C A R E  

C C P E D  C O M P A R E D  T O  N U R S I N G  H O M E  ( N H )

Y E A R  O N E

CCPED NH 

Y E A R  T W O

LEGEND

ICF-A

ICF-B

SNF

CCPED

lCf-A

Y E A R  T H R E E  snf*

l E Q E N O  
L E V E L  O f C A P E  

lntarm«d C l f t  Facility 

lns«frrea>*t# C a n  P"«C>t>ty 

Shillad N j f i  rg  F»c*Uty

22
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CHART 10

R E A S O N S  F O R  T E R M I N A T I O N

N U R S IN G  H O M E  

3 7 %

D E A T H

3 7 %

M O V E D  

O U T  O F  S T A T E

5 %

H O S P IT A L IZ E D  

M O R E  T H A N  3 0  D A Y S

1 3 %

O T H E R

8 %



CHART 11

L E N G T H  O F  S T A Y  I N  P R O G R A M

1 T O  3 M O N T H S  

2 2 .2 %

3 T O  6 M O N T H S  

2 4 .1 %

6 T O  9 M O N T H S

1 3 .9 %

L E S S  T H A N  O N E  M O N T H

1 3 .5 %

2 Y E A R S  T O  3 Y E A R S

1 .7 %

1 8  M O N T H S  T O  2 Y E A R S

3 .9 %

1 Y E A R  T O  1 8  M O N T H S  

1 1 .5 %

9 M O N T H S  T O  1 Y E A R  

9 .2 %

24



CHART 12

T O T A L  A M O U N T  P A I D  F O R  S E R V I C E S

Y E A R  O N E

$ 6 9 0 , 1 9 7 . 0 0

H O M E M A K E R

H O M E  H E A L T H

C A S E  M A N A G E M E N T

1 %  T R A N S P O R T A T IO N / 

S O C IA L  D A Y  C A R E

P H A R M A C Y

1 %  R E S P IT E  C A R E  

M E D IC A L  D A Y  C A R E

S E R V I C E S / P E R C E N T A G E  O F  T O T A L  P A Y M E N T



CHART 13

T O T A L  A M O U N T  P A I D  F O R  S E R V I C E S

Y E A R  T W O

$ 4 , 0 6 0 , 3 8 9 . 0 0

H O M E M A K E R

C A S E  M A N A G E M E N T

1 %  T R A N S P O R T A T IO N / 

S O C IA L  D A Y  C A R E  
1 %  R E S P IT E  C A R E

M E D IC A L  D A Y  C A R E

5 %

H O M E  H E A L T H

S E R V I C E S / P E R C E N T A G E  O F  T O T A L  P A Y M E N T



CHART 14

T O T A L  A M O U N T  P A I D  F O R  S E R V I C E S

Y E A R  T H R E E

$ 8 , 5 4 4 , 3 3 3 . 0 0

H O M E M A K E R

C A S E  M A N A G E M E N T

J1%  T R A N S P O R T A T IO N / 
S O C IA L  D A Y  C A R E  

1 %  R E S P IT E  C A R E

M E D IC A L  D A Y  C A R E

4 %

H O M E  H E A L T H

S E R V I C E S / P E R C E N T A G E  O F  T O T A L  P A Y M E N T

27



CHART 15

♦ E X P E N D I T U R E S  A N D  A V E R A G E  P E R  C A P I T A  C O S T S  

C C P E D  v s .  N U R S I N G  H O M E

Y E A R  O N E — 1 0 /8 3  T H R O U G H  0 9 /8 4

EXPENDITURES REC IP IENTS AVG . COST /REC IP .

CCPED .................................. S 690.197.00 462 $ 1.478.00

NURS ING HOME ............... $332,063,329 .00 29.157 $11,389 .00

Y E A R  T W O — 1 0 /8 4  T H R O U G H  0 9 /8 5

EXPEND ITURES REC IP IENTS AVG . COST /REC IP .

CCPED ..........................

NURS ING HOME

.............  S 4,060.389.00

............  $363 ,338,654 .00

1,416

30.521

$ 2.868.00 

$11,905 .00

Y E A R  T H R E E - 1 0 / 8 5  T H R O U G H  0 9 /8 6

EXPEND ITURES REC IP IENTS AVG . COST /REC IP .

CCPED ..........................

NURS ING HOME

............  S 3.544.333.00

.......... $375,460,917 .00

2.197

32.281

$ 3.889.00 

$11,631 .00

•SOURCE EXTRACTED FROM ANNUAL FEDERAL REPORTS



ATTACHMENT A

NURSING HOME LEVEL OF CARE CRITERIA

The fo llow ing de fin itio n s were taken from  the Long Term Care Serv ices M anua l. N .J.A .C . Title
10. Chap te r 63. S ubchap te r 1. 9 /79 :

"Leve l III. sk illed nu rs ing pa tie n t" means a pe rson w ith acute o r subacu te m ed ica l a n d /o r 
men ta l dys fun c tio n re q u ir irg  sk illed nu rs in g , psycho -soc ia l and re s to ra tive ca re du rin g 
a 24 -hou r pe riod . The Level III pa tien t re qu ire s con tin u ou s 24 -hou r ava ila b ility o f nu rs ing 
pe rsonne l at the licensed nu rse level un d e r the gene ra l d ire c tio n o f a reg is te red p ro ­
fess iona l nu rse and w ill re qu ire o th e r sk ille d se rv ice s on an in tens ive basis in c lu d in g 
re hab ilita tio n . The dys fun c tio n may invo lve one o r severa l phys io log ica l system s, may 
be stab ilized o r not. w ith sym p tom s subs id in g o r inc reas ing . The pa tie n t m ay be be d ­
fast. cha ir- fa s t, sem i-am bu lan t o r am bu lan t (w ith o r w ithou t ass is tive dev ices ). De­
te rm ina tion o f th is level o f ca re re qu ire s an id en tific a tio n o f sk ills re q u ire d and ev idence 
tha t as a p rac tica l m a tte r such care can on ly be p ro v id e d in a Long Term Care Fac ility 
setting. f

"Leve l IV -A . in te rm ed ia te ca re pa tie n t" means a pe rson w ith phys ica l a n d /o r m en ta l 
a n d /o r soc ia l dys fun c tio n re q u ir in g on a da ily bas is subs tan tia l ass is tance w ith pe rsona l 
care needs invo lv ing ac tiv itie s o f da ily liv ing . N u rs ing care at Leve l IV -A m us t be 
p rov id ed 24 hou rs a day by licensed and non licen sed pe rsonne l un de r the genera l 
d ire c tio n o f a reg is te red p ro fess iona l nu rse . These pa tien ts requ ire con tinued re s to ra ­
tive and psycho -soc ia l se rv ices w h ich as a p ra c tic a l m a tte r can on ly be p ro v id e d in 
a Long Term Care Facility se tting .

"Leve l IV -B . in te rm ed ia te ca re pa tie n t" m eans an am bu lan t or sem i-am bu la n t pe rson 
w ith phys ica l a n d /o r m en ta l dys fun c tio n re q u ir in g m in im a l ass is tance w ith pe rsona l care 
needs on a da ily basis . The Leve l IV -B pa tien t re qu ire s con tinuous ons ite ava ila b ility 
of licensed and non licen sed pe rsonne l fo r each 24 -hou r pe riod unde r the gene ra l 
d ire c tio n o f a licensed p ra c tica l nurse . The pa tie n ts at th is leve l o f ca re w ill re qu ire 
con tinu in g res to ra tive , p reven tive and m a in te nance ca re which as a prac tica l m a tte r 
can on ly be p ro v id ed in a Long Term Care Fac ility se tting . The Leve l IV -B pa tie n t is 
usua lly fa ir ly se lf-su ffic ie n t in ac tiv itie s o f da ily liv in g w ith o r w ith ou t se lf-he lp dev ices 
and h is /h e r needs usua lly have g re a te r soc ia l than m ed ica l s ign ificance .

(Rev 3/88)
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