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HOUSE COMMITTEE REPORT

Sate Referred: January 26, 1990 FURTHER REFERRALS:

FINANCE
Date of Committee Action: 37*7/7(0
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."

RECOMMENDATIONS: [ 1 the same title

be replaced with [ 1 a new title

have attached amendment(s)

do pass
do not pass
no recommendation

individual recommendations

additional referral to the Committee
I S ADOPTS: letter of iIntent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
(Dept) (Date/Dept)
C fiscal i1mpact_ fiscal note(s) //dVvfo Q
zero fiscal note ] zero fTiscal note(s)

zero with analysis_ ] zero fn/analysis
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MEMORANDUM

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 1insurance policy such as Blue Cross or
Aetna. The lack of an Alaska statute which regulates HMOs 1is
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.



Representative Johnny E llis
April 17, 1990
Page Two

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 iIn 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 iInformation 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 1s supported by the administration
and has 0" fiscal note.

I urge your support of Senate Bill 335.

JK:kh
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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 anf 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 Ffirst year of
operation, twice 1ts 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 TfTirst year
of operation — after that the deposit requirements under the
CS mirror the requirements under the model act (two percent



for the second fiscal year, three percent for the third fiscal
year, TFTour 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" 1in 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™ iIn an HMO. Mandatory dual
choice is viewed as necessary to make an HMO financially
viable in Alaska. In addition, Tfederal 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 Tfor 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, 1f 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 Tformwith

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 Tfile reports as an authorized insurer.

10. Other Provisions: Senate Bill 335 contains a
section iImposing 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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REQUEST. FISCAL NOTE
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Revision Date Agency Affected: Commerce A Econ. Dev.
Title: . An Act relating .to Health :
aintenance Orgam?anons B% Insurance

Sponsor Sen. Kerttula Compooena o 0 pch IM L

Requestor :Spnafp lannr * fnrranprrp

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 91 FY 92 FY 93 FY 94 FY95 FY 96
PERSONAL SERVICES

CTUAL
SUPPL
LRNDASTRUCTURES

GRANTS. CLAIMS
MTVTTIINFntIS

TOTAL OPERATING 0 0 0 0 JL -

CAPITAL 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERALFUND
FEDERALFUNDS
OTHEFLQ

POSITIONS:
FULL-TIME 0 0 0 0 0 n

PART-TIME
TEMPORARY
ANALYSIS :  (Attachasep«e pageirnectssgy) No fiscal impact In FY 90.

No fiscal Impact on the division.

Preparedby:  Joan Brown, Administrative Officer hone:

Division:~_ Insurance ate; Peb?lfef’rﬁs?l 199Q

Approved by Commissioner: ~ Larry MercuHpffs w Dam -
Agency: Department of Commerce & ECONOMIC opup onmpnt. B

D|str|but|on b¥ preparer):
|

Le Islative Finance Changes

Leg|slat|veSponsor have no fiscal impact,

Requenor fiscal note is appropriate.
OﬁlceOfMana entandBUdget Projections of no fiscal impact
mpaCIEd gen%y EJ) w -tia continue through 19%. page.
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Model Health Maintenance Organization Act

Tkble of Contents.

ection 1. h?rt.T.itIe

ection 2. Derinttl

SE{SH . Sstggjllc% 8% of IHealth nAalntenance Organizations
ection 5. Powers.o eajt ﬁ/ﬁam?enance (Sralanlzatlons

SSHSH Bl e{{A'r anmnme

8&}8“ Z wHe CE 0 8$verage ana Charges for Health Care Services
ection 1. nfgr alaa{o Enrollees

S

ection 13. roﬁ [ﬂ 10 /i ainst Insolvency

ection 14. Prohipited Practice

ection 15. Requlation ot Agents

ection 16. Powers of. Insurers and (Hospital and Medical Service Corporations)
ection 1/, Examinations

onservation og eaWh Maintenance Organizations

ection 18. on.or Revocation of Certificate of Au
ection 9. enp%) fltauon quulganon or%

ection 20. 8%1” ?

ection 21. Inistrative Procedures

ection 27.
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ection 25. Sa ocumen
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8% igﬂ u%&“ htlon 0 ontro ofor er erof a He It aintenance Organization.
ection 30. Severahi [1|ty

Section 1. Short Title.

This Act may be cited as the Health Maintenance Organization Act of (insert year).
Introductory Comment.
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o s an e |sIa Ive % eI osee Ierna VeS to ona medical deliv r}/s ste |cn
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Medical Care Foundations

A variation of }he HMO conce t is seen in some medrcal caye foundatjons. Although mdrvrdual
foundatrons ditfer %reatl etail, a founda lon_tor medical care IS usuall?/ sponsored and
or :inrze a county of state n}edrc&r soclety. The membership consists of physicians who
apply to and are accepted by the toundation.

Those medijcal care foundatiops which can be c?nsrdered as a variant ofthe HMO concept, often
contract with an insurer or other Frepayment plan (e.g,, hospital or medrca ervrce corporatrons)
to ﬁrovrde coverage meetrng certaip minimum critefia consistent with cerver?/ ﬁua lit
medica) care. The insurer ¢ IIects the premiums, promotes, markets, and underwrites t

%ram The enrollee may seek ysrcran servrces ‘flom any member of the foundation who then
Ils either the insurer or the foundation, not heenrollee AIthou%h such brIIrn%s are on a fee-f or
Service basrs the amount charged the enroflee is fixed andgre a) wrthoutreg rd to the number
ortype ofservrces used. The fo}undatrone tablrshes some form of peey review {0 monrtornotonly
thelevel of chardes but alsg Y e ang quality of care rendered Since the amount of income
does not var wrhthenumberor ypeofservrce rovided, incent|ves exrat to marntarncosta a
as low a level as possible, However unlike the HMO concept described above, even though physi-
glan services are prepaid from th epaérenhs ylewpoint, from the Ph siciaps' viewpoint, the fee-
for-service practice s maintained. Under t efederal HMO Act, this type of organization s called
an Individual Practrce Assocratron Type HMO.

The Seed for State Authorizing and Regulatory Legislation

From 1970 to 1973, r]he ia%mrnrstratron and committees jn both houses ofCon%resss pent much
trmT anal zrn% the maintenan organrzatron alte]rnatrve In connection with national
health instran eand federal assistance billsfor HMQ's. This analysis resulted in the enactment
of thefederal HMO Actin 1973. Smcet en, thenumberofhealth maintenance arganizations and
the num er of HMO enrollees has rown rapid g Prior to 1972, however, few states had a
statu or%/ framework tarIored to the Pervrsron f health maintenance or anrzatrons Charter-

licensi (P; contract and rate rg ation, and othersugervrsron was bei %carrre out under
ge eral Insufance laws hospr aI an medrcal servrce corporation statutes, ot ersgecral statues,
rnotat aiL Because the HMO is a unjque t ﬁ or?anrza on, manZ Provrsron of such srate
laws were mapp licable hrgn y restrictjve or ro ibitfve to the formation and operation of an
HMO. Therefore, in 1972 AJC adopted the Model Health Maintenance Organization Act
which accommodates the unrque features of HMOQ's.

Purpose ofa State Model Bill

The model bill clearly authorrzes the establishment and operation of

sions in pther laws which are ma%proprrate to HMO's ae rendered inapplicable ApPro riate

?hrants of authorrty are established to enaple the HMQ's to fulfjll the function envisioned for
esametrme however, t epublrc ha vital mterest In thefscall sound ffrcrent

and ethrcal operation of HMO's, As is | ecasewrth insurance and hospr fa me |ca servrcg

corporatigns. HMQ's are “af ectedwrth the puhlic interest." Regulatory sa P ards dovetaile

to the unique nature of HMO's are essentral Thus, the purpose of this'm ill'is twofold.

HMO's. ?strrctrve Erovr-

First, it attemPts to provide a legal framework enabling thg organization and functronrng
HMQ's of a wi e variety mcIuﬂrn those based upon the'me |§al care founda,tron orindivi u
ractrce association concept. The [egal envrronment Is designed to permita h IP egree o

|brlrtg No one form ofor%anrzatronoronet?{geofmodus ogerandr IS reérurred nsﬁeadt e H

concept.can he refmed an sub{ected 0 furt rexperrment tion. Second, the model bill atempts

provrde a re uaton¥ monitoring system not ony fo Rrevent or remedy abuse, but also to
gslsrst n he ture inprovement and development of this alternative form of a health care
elivery system,

Of course, it is aIso Possrble that he statutes of a given State are presently broad enou%h
allow oPeratron of at least certain types of HMQ'S and provide the compiissioners wit ag
Proprraeauthorrt to regulate t hem In those states, a bill such as this may bedesrrabemordr
o consolidate an defme more cearl_Y the authorrt for and manner of redulatron of an HMO
However, It may be Rossr le to form HMQ's under e rstrng laws 1n some states before passage of
mrlfrs (tnldleel !aec {\s“ayo and 1t is anticipated that such programs can develop concurrently with'any

430-3.
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Comment. Subsection 16)defines an HM O to be any person that undertakes to provide or ar-
range for at least basic health care services on a prepaid basis. This can achieved either tal
by providing the services directly through physician or other providers actually employed
by the HM O and through hospitals or facilities owned or directly operated by the HMO. or
ibl by contracting or arranging with physicians, hospitals or other facilities to provide such
services. The term "arrange' does not contemplate those traditional arrangements which
hospital or medical service corporations make in conjunction with their prepayment service
plans pursuant to hospital or medical service corporation laws. If it were otherwise, the

traditional hospital and medical service corporation prepayment service plan, by itself,
would be an HMO.

Subsection (2) defines basic health care services. This definition, combined with the require-
ment that an HM O provide for basic health care services in Sections 4121(c) and 16u, :),
establishes a minimum package of health care services which an HM O must provide or ar-
range for. This is intended to assure that the enrollees obtain at least a sufficiently broad
range of services to meet a reasonable amount of their health care needs. At the same time,
however, the definition should not be so broad as to be financially prohibitive to a substan-
tial number of enrollees. Services for mental illness and alcohol and drug abuse are not in-
cluded because they are often not covered by insurance or hospital or medical service plans
and their inclusion would create a competitive disadvantage of HMO's. If a state believes

that such services, or others, should be included as basic ealth care services, all carriers in
the state should be required to offer or cover them.

Since no HM O may function without either a certificate of authority (see Section 3(1) (and
since an HM O must furmsh basic health care services (see Section 4121(c)), no health care
services may be provided or arranged for on a prepaid basis without the minimum package
of basic health care benefits. This serves two purposes: la) it requires the provision of ade-
quate protection and (b) it prevents the avoidance of the applicability ofthe Act by the mere
expediency of failing to meet the minimum package requirements.

In addition, the HM O may furnish additional services, certain limited indemnity benefits
and more comprehensive indemnity benefits. (See Section 5(11(0.) These additional services
and benefits can be put together in any one of a variety of ways. The indemnity or service
benefits might cover such situations as out-of-area emergency services, out-of-area benefits
for dependents away at college, or services which the affiliated providers lack the capacity
to make available. This flexibility in piecing together the package of coverage through
direct and indirect services and indemnity benefits enables an HM O type operation to meet
health care needs in a wide variety of circumstances.

The definition ofan HM O affords wide latitude for different arrangements. This highly flex-
ible approach seems best suited to our diverse and pluralistic society with problems varying
from locality to locality. Flexibility will allow continued innovation and experimentation
with different organizational structures. It may be easier to recruit health personnel if a
number of alternative approaches are available. Consistent with this philosophy is the
absence of any requirement of a minimum number of employees or of a mandate as to
whether or not the HMC should be a profit or non-profit organization. Permitting both
profit and non-profit organizations will broaden the financial and managerial resources
which can be drawn upon in developing the HM O concept.

Subsection 19) defines uncovered expenditures for use in Section 13. These are expenditures
for health care services for which the HMO is at risk. They will vary in type and amount,
depending on the arrangements of the HMO. They may include out-of-area services, referral
services and hospital services. They do not include expenditures for services when a pro-
vider has agreed not to bill the enrollee even though the provider is not paid by the HMO. or
for services that are guaranteed, insured or assumed by a person or organization other than
the health maintenance organization.



V. Kiel RtguUtion Service— M*y 1982

Ik) A description of the complaint procedures to be utilized as required under Section 11:

1> A description of the procedures and programs to be implemented to meet the quality
o f' e&lth carerequirements in Section 411)(b):

im) A description of the mechanism by which enrollees will be afforded an opportunity to
participate in matters of policy and operation under Section 6(2):

In) Such other information as the commissioner (director, superintendent) may require to
make the determinations required in Section 4.

14) la) An applicant or a health maintenance organization holding a certificate of authority
granted hereunder shall, unless otherwise provided for in this Act. file anotice describ-
ing any material modification of the operation set out in the information required by
Subsection 13). Such notice shall be filed with the commissioner (director, superinten-
dent! prior to the modification. If the commissioner (director, superintendent) does not

disapprove within (insert number) days of filing, such modification shall be deemed
approved.

(b) The commissioner (director, superintendent) may promulgate rules and regulations

exempting from the filing requirements of Paragraph (a) those items he deems un-
necessary;

(5 An applicant or a health maintenance organization holding a certificate of authority
granted hereunder shall file all contracts of reinsurance. Any agreement between the
organization and an insurer shall be subject to the laws of this state regarding reinsurance.
All reinsurance agreements and any modifications thereto must be filed and approved.
Reinsurance agreements shall remain in full force and effect for at least ninety (90) days
following written notice by registered mail of cancellation by either party to the commis-
sioner (director, superintendent).

Comment. Section 3 requires the licensing ofan HM O in order to provide health care services on
a prepaid basis. The legal entity, in which the responsibilities imposed by this Act are vested,
serves as the focus of regulatory attention to assure that the consuming public is well served.

Subsection (1) is intended to provide a general override to existing state laws which restrict or
prevent the formation or operation of health maintenance organizations. Among other restric-
tions, existing state laws may:

(1) require approval of a health maintenance organization by a medical society;

(2) require that physicians constitute all or a majority of the governing body of a health
maintenance organization;

(3) require that all physicians or a percentage of physicians in the local medical society be per-
mitted to participate in rendering the services of the organization;

(4) require that such organization submit to regulation as an insurer of health care services;

(5) require that only unincorporated individuals or associations or partnerships may provide
health care services;

(6) prohibit advertising by a professional group for recruitment of enrollees.

Jk.!d f W the gener?lover«-ide provided in Subsection Il). Section 25 specifically provides

iSfifa uui? spr and medical service corporation law and certain other provi-
smns do not apply to HMO s. Furthermore. Section 6 specifically provides that any parsons

whether or not providers of health care services, may serve on the governing body. There is no
body requireraent a3 t0 the °PPropriate composition of the membership of the governing



Model Reifuleiion Service— May 1982

icl The health maintenance organization will effectively provide or arrange for the provi-
sion of basic health care services on a prepaid basis, through insurance or otherwise,
except to the extent of reasonable requirements for co-payments;

id) The health maintenance organization is financially responsible and may reasonably be
expected to meet its obligations to enrollees and prospective enrollees. In making this
determination, the commissioner Idirector. superintendent) may consider:

1i) The financial soundness of the arrangements for health care services and the
schedule of charges used in connection therewith:

li)  The adequacy of working capital:

(ii) Any agreement with an insurer, a (hospital or medical service corporation), a
government, or any other organization for insuring the payment of the cost of
health care services or the provision for automatic applicability of an alternative
coverage in the event of discontinuance of the health maintenance organization:

(iv) Any agreement with providers for the provision of health care services: and
(v( Any deposit of cash or securities submitted in accordance with Section 13,

(e) The enrollees will be afforded an opportunity to participate in matters of policy and
operation pursuant to Section 6;

if) Nothing in the proposed method of operation, as shown by the information submitted
pursuant to Section 3 or by independent investigation, is contrary to the public
interest; and

Ig) Any deficiencies identified by the (commissioner of public health) have been corrected.

A certificate of authority shall be denied only after compliance with the requirements of
Section 21.

Comment. A health maintenance organization combines several characteristics of an in-
surance operation (including the need for financial responsibility, the assumption of risk
and similarity in marketing activities) with the characteristics of a health care delivery
system. Section 4 provides for the authorization and regulation of health maintenance
organizations to be earned out through existing state agencies. The creation of a new
agency specifically for health maintenance organizations would unnecessarily duplicate
existing functions in the state insurance and health departments. It is felt that the exper-
tise of the state insurance department on fiscal and other regulatory matters and the
familiarity of the state health department with regard to health matters should both be
utilized in the regulation of health maintenance organizations. To minimize adm inistrative
problems, the prime responsibility for administration i9 vested in one agency- the in-
surance department. However, to the extent possible, the responsibilities of the two agen-
cies are clearly defined with the insurance commissioner obugated to rely on the health
department with respect to the letter's sphere of expertise.

Subsection Il)(b) empowers the commissioner of public health to establish and apply stan-
dards of quality concerning heelth care. Among the arguments raised against quality con-
trol are: (1) they may limit the number of HMO's which will get started. (2) quality
assurance procedures will prove to be expensive and (3) such controls will engender opposi-
tion from certain providers. On the other hand, existing methods for quality control are said
to be fragmented and inadequate. If the states are to authorize and encourage HM O'’s by
this legislation, they have an obligation to assure that the health care services provided are
of reasonable quality. This is particularly true because of the built-in incentive for afi HMO
to restrict the utilization of services due to the incentives to stay within a fixed budget.
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i2) hi A health maintenance organrstion shall file notice, with adequate supporting infor-
mation. with the commissioner (director, superintendent! prior to the exercise of any
power granted in Subsections (Dial, (bl or idl. The commissioner idirector. super-
intendent! shall disapprove such exercise of power only if in his opinion it would sub-
stantially and adversely affect the financial soundness of the health maintenance
organization hnd endanger its ability to meet its obligations. If the commissioner
idirector. superintendent) does not disapprove within linseri number) days of the
filing, it shall be deemed approved.

1b) The commissioner (director, superintendent) may promulgate rules and regulations
exempting from the filing requirement of Paragraph (a) those activities having a de
minimis effect.

Comment: The exercise of authority granted in Subsections 111(a). (lllbl and Illld | shall be subject
to disapproval by the commissioner within (insert number) days of a filing by a health
maintenance organization. The commissioner may promulgate rules and regulations exempting
certain contracts from the filing requirement where exercise of the authority granted in the sec-
tion would have little or no effect on the financial condition and ability to meet obligations of the
organization.

Section 6. Governing Body.

(1) The governing body of any health maintenance organization may include providers, or
other individuals, or both.

12) Such .overning body shall establish a mechanism to afford the enrollees an opportunity to
participate in matters of policy and operation through the establishment of advisory
panels, by the use of advisory referenda on major policy decisions, or through the use of
other mechanisms.

Comment: While Section 3(1) should adequately override restrictive laws related to
membership of agoverning body, Section 6(1) makes explicit the permissible membership of
such a group. The model bill does not, however, reouire that a health maintenance organiza-
tion be consumer controlled. It is expected that HM O's controlled in a variety of ways will
be organized. Where organizations are not consumer controlled, it is believed that some
means for enrollee participation should be provided. For example, such matters as
availability, accessibility and continuity of health care services are factors which directly
confront the consumers and in which they have a part.cular interest. The disclosure of infor-
mation under other sections is also designed to assist the consumers.

Arguments against a role for the consumer include: ID such participation is unnecessary
and perhaps even harmful to the efficient and professional delivery of health care services.
(2) aconsumer role will impede the initiation of an HM O since more people must be involved
and (3) consumers can always seek alternative health care. The arguments for a consumer
role seem more persuasive. Theae include (1) consumer participation results in a more
responsive organization, and (2) consumer participation is not the same as lay control over
the rendering of professional service.

Section 7. Fiduciary Reaponaibilltlee.

(1) Any director, officer, employee or partner of a health maintenance organization who
receives, collects, disburses, or invests funds in connection with the activities of such
organization shall be responsible for such funds in a fiduciary relationship to the orgaiu-
zation.

12) A health maintenance organization shall maintain in force a fidelity bond on employees and
officers in an amount not less than 1100.000 or such othe~ sum as may be prescribed by the
commissioner ldirector. superintendent). All such bonds shall be written with at least a one-
year discovery period and if written with less than a three-year discovery period shall con-
tain a provision that no cancellation or termination of the bond, whether by or at the re-

est of the insured or by the underwriter, shall take effect prior to the expiration of 90
3ys after written notice of such cancellation or termination has been filed wun the commis-
sioner (director, superintendent) unless an earlier date of such cancellation or termination is
approved by the commissioner idirector. superintendent).
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1b) Such charges may be established in accordance with actuarial principles for various
categories of enrollees, provided that charges applicable to an enrollee shall not be
individually determined based on the status of his health. However, the charges shall
not be excessive, inadequate, or unfairly discriminatory. A certification, by a qualified
actuary or other qualified person acceptable to the commissioner Idirector, super-
intendent!. to the appropriateness of the use of the charges, based on reasonable
assumptions, shall accompany the filing along with adequate supporting information.

13) The commissioner (director, superintendent) shall within a reasonable period, approve any
form if the requirements of Subsection Il) are met and any schedule of charges if the require-
ments of Subsection 12) are met. It shall be unlawful to issue such form or to use such
schedule or charges until approved. If the commissioner (director, superintendent! dis-
approves such filing, he shall notify the filer. In the notice, the commissioner (director,
superintendent) shall specify the reasons for his disapproval. A hearing will be granted
within (insert number! days after a request in writing by the person filing. If the commis-
sioner idirector. superintendent) does not approve any form or schedule of charges within
(insert number) days of the filing of such forms or charges, they shall be deemed approved.

(4) The commissioner Idirector. superintendent) may require the submission of whatever rele-
vant information he deems necessary in determining whether to approve or disapprove a
filing made pursuant to this Section.

Comment: Subsection 111(a) requires that every enrollee be provided with evidence of
coverage and allocates the responsibility for providing that evidence. Paragraph let
establishes requirements which such evidence of coverage must meet. The group contracts
to be filed pursuant to Section 3(3)(f) are not subject to the standards ana filing re-
quirements of Section 8. since such group contracts are not issued to enrollees. Paragraph
(d) clarifies the relationship between filing requirements under this Section and under the
state insurance or hospital or medical service corporation law. Filing is required under
Paragraph (b) unless the form is already subject to filing requirements under existing state
law. However, where existing state law does not apply standards as strict aa those con-
tained in Paragraph (c), such standards are. in effect, read into the existing law. Where the
filing under state insurance or medical or hospital service corporation law is required to
meet standards as strict as those in Paragraph (c). the former would be applicable. A state
may want Paragraph (d) to be revised to maJce specific reference to existing state laws.

Subsection (2)(a) provides for the filing of charges for health care services, i.e.. that part of
the benefit package which is provided in the form of service vis-a-vis indemnity or service
benefits. Those parts of the package providing benefits under agreement with an insurance
company or hospital or metrical service corporation will be subject to regulation in accor-
dance with existing laws.

Paragraph Ib) neither requires nor prohibits community rating. Reasonable underwriting
classifications are permitted for the purpose of establishing the charges. Different charges
may be imposed on different groups of enrollees. Such a rigid requirement as community
rating would appear to be inappropriate when the competing financing mechanisms are not
subject to such a constraint. Tne competitive disadvantage which such requirement might
impose could impede the development of HMO''s.

Because of its somewhat different nature, an HM O is not required by this Act to meet
reserve requirements similar to those imposed on insurance companies. Thus it is important
that the charges be set at an adequate level. The requirement for certification by an actuary
or other qualified person along with supporting information is intended to assist the com-
miss*oner in determining adequacy. In applying the standard of excessive, inadequate, or
unfairly discriminatory, it is contemplated th'.t the commissioner may consider the amount
necessary to assure a reasonable return on the initial and subsequent capital invested and
an amount needed to accumulate adequate funds to stabilize the level of charges dfrainst
fluctuation due to inflation, changes in medical technology and related causes.

430-13,
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Comment: Every health maintenance organization is required to establish acomplaint system to
provide reasonable procedures for the disposition of complaints. The organizations may be ex-
pected to receive two types of complaints. One type is related to the basic health care services or
additional services furnished by it. The other type is related to that portion of the coverage in ad-
dition to basic health care services which i9 provided by insurance, hospital or medical service
corporations, or some means other than being furnished by the organization, For complaints aris-
ing from health care services, the administrative procedure to handle complaints should provide
the mechanism through which enrollees receive a fair and proper opportunity to have their cases
heard, including the use of binding arbitration as a means of resolving claims concerning
coverage. For complaints regarding benefits over which the health maintenance organization has
no direct control such as those portions of the benefit package which are covered by insurance,
the health maintenance organization is responsible only for maintaining statistical information
and transmitting the complaints to the persons responsible.

In establishing the format for records and reports pursuant to this Section, the commissioner
may want to require disclosure similar to that provided for under the NAIC Model Unfair TVade
Practices Act. Section 4110) of that Act requires, among other data, a record of total number of
complaints since the last examination, the nature of each complaint, the disposition of the com-
plaint. and the time it took to process each complaint. (See 1972 NAIC Proceedings | 443).

Section 12. Investments.

W ith the exception of investments made in accordance with Section 5(l)(a) and Ib) and Section
5(2), the funds of a health maintenance organization shall be invested only in securities or other
investments permitted by the laws of this State for the investment of assets constituting the
legal reserves of life insurance companies or such other securities or investments as the commis-
sioner (director, superintendent) may permit.

Comment: Life and health insurers are subjectto statutory investmentrequirements designed to
assure conservatism and liguidity in the handling of the insurer's funds. Sound financial manage-
mentis an important element in the variable operation ofan HMO. Furthermore, itis contrary to
the intent of this bill to foster conditions which would enable an HM O to be used as a "front" for
a speculative investment operation. At the same time, however, it is recognized that foran HMO
to nilfill its expected functions, it may be both desirable and necessary for the HMO to invest a
portion of its capital funds in facilities and services to better enable it to meet its obligations.
Such investments may not conform to the traditional insurance law investment limitations. Con-
sequently. this settion excepts this type of investment when approved by the commissioner in
accordance with the standards set out in Section 512).

Section 13. Protection Against Insolvency.

11) Unless otherwise provided below, each health maintenance organiration shall deposit with
the commissioner (director, superintendent! or with any organization or trustee acceptable
to him through which a custodial or controlled account is utilized, cash, securities, or any
combination of these or other measures that, is acceptable to him in the amount set forth in
this section.

12) The amount for an organization that is beginning operation shall be the greater of: la) five
percent 15%) of its estimated expenditures for health care services for its first year of opera-
tion. (b) twice its estimated average monthly uncovered expenditures for its first year of
operation or (c) $100,000.

At the beginning of each succeedir g year, unless not applicable, the organization shall
deposit with the commissioner (dir' ctor. superintendent) or organization or trustee, cash,
securities, or any combination of these or other measures acceptable to the commissioner
(director, superintendent), in an amount equal to four percent 14%) of its estimated annual
uncovered expenditures for that year.

13) Unless not applicable, an organization that is in operation on the effective date of tflis sec-
tion shall mtxe a deposit equal to the larger of: la) one percent (1%) of the preceding 12
months uncovered expenditures, or Ib! $100,000 on the first day of the fiscal year beginning
six 16) months or more after the effective date of this section.
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Comment. Even though very serious problems can arise if a health maintenance organiza-
tion defaults on its contracts, fiscal control of health maintenance organizations in a man-
ner comparable to that applied to insurance companies appears inappropriate in view of the
service nature of such organizations. The best protection for enrollees is a financially sound
organization that generates net income. However, beginning health maintenance organiza-
tions are often small businesses with limited financial resources that will sustain operating
losses in their early years. Unreasonably high starting capital or reserve requirements may
prevent some organization from starting or may unreasonably tie up the capital of those
that do. Therefore, this Section provides for astructured but flexible approach to protecting
against insolvency. It requires the maintenance of a minimum capital account, a deposit of
cash or securities in a minimum account, and the organization s generation of additional
amounts annually as a source of funds to meetits contractual obligations to the enrollees in
the event of insolvency. The commissioner may waive all or part of these requirements
when satisfied that the organization has sufficient net worth or an adequate history of
generating net income to assure its viability. The requirements may also be waived if the
health maintenance organization s performance is guaranteed by another financially strong
organization.

The section relates the deposit requirements to the amount of the health maintenance
organization's uncovered expenditures. This amount will vary depending upon the t/pe of
organization and the nature of its arrangements with providers. For example, the physi-
cians of the staff of the organization or a contracting medical group or individual practice
association may agree to look only to the organization for payment of services provided to
the organization’s enrollees and agree not to bill them in the event of insolvency.* An
organization could have insurance for all or part of its hospitalization expense or another
organization could agree to guarantee that the liabilities of the health maintenance
organization are met.

In all such cases, it is recommended that the contractual provision require the provider or
guarantor to notify the commissioner if the provision or insurance is modified or no longer
in effect or if payment on the contract or policy has not been made in a reasonable period of
time. (Section 3(5) requires prior notification of cancellation of any reinsurance.) This can
provide an early warning of possible adverse changes in the health maintenance organiza-
tion's financial position. In addition, the status of such provisions or policies should be
covered in annual interrogatories to the organization.

The requirement in Subsection (8) for a capital account only applies to organizations li-
censed after the effective date of the subsection. Thus, the capital account requirement
would have to be taken into consideration by persons starting a new HMO. If a state wishes
to apply the requirement to existing HM O'’s. it should allow for an appropriate phase-in
period.

It is believed that these provisions and the related provisions of Section 4121(d), including
possible insurance backup arrangements, provide adequate assurances. The failure to pro-
vide assurances as required would subject the health maintenance organization to suspen-
sion or revocation of its u.cificate of authority under Section 18.

Section 14. Prohibited Practices.

11) No health maintenance organization, or representative thereof, may cause or knowingly
permit *he use of advertising which is untrue or misleading, solicitation which is untrue or
misleading, or any form of evidence of coverage which is deceptive. For purposes of this act:

(a) A statement or item of information shall be deemed to be untrue if it does not conform
to fact in any respect which is or may be significant to an enrollee of. or person con-
sidering enrollment with a health maintenance organization:

*A Provision to accomplish this might read:

43U-17.
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(2) The commissioner (director, superintendent! may by rule exempt certain classes of persons
from the requirement of obtaining a license:

la) If the functions they perform do not require special competence, trustworthiness or
the regulatory surveillance made possible by licensing; or

ib) If other existing safeguards make regulation unnecessary.
Section 16. Powers of Insurers and (Hospital and Medical Service Corporations).

(1) An insurance company licensed in this state, or a (hospital or medical service corporation)
authorized to do business in this State, may either directly or through asubsidiary or affil-
iate organize and operate a health maintenance organization under the provisions of this
act. Notwithstanding any other law which may be inconsistent herewith, any two or more
such insurance companies, (hospitals or medical service corporations), or subsidiaries or
affiliates thereof, may jointly organize and operate a health maintenance organization. The
business of insurance is deemed to include the providing of health care by a health
maintenance organization owned or operated by an insurer or a subsidiary thereof.

(2) Notwithstanding any provision of insurance and (hospital or medical service corporation)
laws (citations), an insurer or a (hospital or medical service corporation) may contract with a
health maintenance organization to provide insurance or similar protection against the cost
of care provided through health maintenance organizations and to provide coverage in the
event of the failure of the health maintenance organization to meet its obligations.

The enrollees of a health maintenance organization constitute a permissible group under
such laws. Among other things, under such contracts, the insurer or (hospital or medical
service corporation) may make benefit payments to health maintenance organizations for
health care services rendered by providers.

Comment: Subsection (2) overrides the group laws to permit an insurer or a hospital or
medical service corporation to provide coverage protecting enrollees of an HMO. This
authority is intended to permitinsurers and the service corporations to write coverage (1; to
fill the gaps which the providers of health care services do not provide, (2) to provide
coverage in excess of the services provided, 13) to cover catastrophe situations. (4) to pro-
vide protection to the enrollees in the event the HM O becomes insolvent, and (5) to provide
coverage against the cost of health care services as the health maintenance organization
deems necessary. This section might also be redrafted to make specific reference to the rele-
vant Section of existing law.

Section 17. Examination.

(1) The commissioner (director, superintendent) may make an examination of the affairs of any
health maintenance organization and providers with whom such organization has con-
tracts. agreements, or other arrangements as often as is reasonably necessary for the pro-
tection of the interests of the people of this Stave but not less frequently than once every
three years.

(2) The (commissioner of public health) may make an examination concerning the quality of
health care service of any health maintenance organization and providers with whom such
organization has contracts, agreements, or other arrangements as often as is reasonably
necessary for the protection of the interests of the people of this State but not lese fre-
quently than once every three years.

3) Every health maintenance organization and provider shall submit its relevant books and
records for such examinations and in every way facilitate them. For the purpose of examina-
tions, the commissioner idirector. superintendent) and the (commissioner of public health)
may administer oaths to. and examine the officers and agents of the health maintenance
organization and the principals of such providers concerning their business.
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121 A certificate of authority shall be suspended or revoked only after compliance with the re-
quirements of Section 21.

13) When the certificate of authority of a health maintenance organization is suspended, the
health maintenance organization shall not. during the period of such suspension, enroll any
additional enrollees except newborn children or other newly acquired dependents of existing
enrollees. and shall not engage in any advertising or solicitation whatsoever.

(4) When the certificate of authority of a health maintenance organization is revoked, such
organization shall proceed, immediately following the effective date of the order of revoca-
tion, to wind up its affairs, and shall conduct no further business exceptas may be essential
to the orderly conclusion of the affairs of such organization. It shi 1engage in no further
advertising or solicitation whatsoever. The commissioner (director, superintendent) may,
by written order, permit such further operation of the organization as he may find to be in
the bestinterest of enrollees, to the end that enrollees will be afforded the greatest practical
opportunity to obtain continuing health care coverage.

Section 19. Rehabilitation, Liquidation, or Conservation of a Health Maintenance Organization.

(1) Any rehabilitation, liguidation or conservation of a health maintenance organization shall
be deemed to be the rehabilitation, liquidation, or conservation of an insurance company
and shall be conducted under the supervision of the commiasionor (director, superintendent)
pursuant to the law governing the rehabili' ition, liquidation, or conservation of insurance
companies. The commissioner (director, superintendent) may apply for an order directing
him to rehabilitate, liguidate, or conserve a health maintenance organization upon any one
or more grounds setout in (cite sections r «state rehabilitation law), or when in his opinion
the continued operation of the health nr ~ .nance organization would be hazardous either
to the enrollees or to the people of this sta . Enrollees shall have the same priority in the
event of liquidation or rehabilitation as the law provides to policyholders of an insurer.

(2) A claim by a health care provider for an uncovered expenditure has the same priority as an
enrollee, provided such provider of services agrees not to assert such Haim against any
enrollee of the health maintenance organization.

Comment. Section 19 provides for the rehabilitation, liquidation, or conservation of health
maintenance organizations to be carried out by the Commissioner under state laws appli-
cable to insurance companies. Inasmuch as all states have existing authority, it is felt that
the use of such statutes would be appropriate and would avoid the necessity of developing
new administrative procedures applicable only to health maintenance organizations.
Subsection (2) is designed to provide the maximum protection for enrollees by paying those
providers that can bill the enrollee before those that have agreed not to. However, in order
to obtain this priority, the provider must agree that the payment fully discharges the
obligation of the enrollee. Incidentally, the NAIC has recommended the adoption of a model
liguidation and rehabilitation act (See 1968 NAIC Proceedings | 214).

Section 20. Regulations.

The commissioner (director, superintendent) may, after no'ice and hearing, promulgate
reasonable rules and regulations, as are necessary or proper to curry out the provisions of this
Act. Such rules and regulations shall be subject to review in accordance with (insert section
number providing for review of administrative orders).

Section 21. Administrative Procedures.

(1) When the commissioner Idirector, superintendent) has cause to believe that grounds for the
denial of an application for a certificate of authority exist, or that grounds for the suspen-
sion or revocation of a certificate of authority exist, he shall notify the health maintenance
organization and the (commissioner of public health) in writing specifically stating the

unds for denial, suspension, or revocation and fixing a time of at least (insert number)
5;5 thereafter for a hearing on the matter.
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Section 23. Penalties and Enforcement.

2

(3)

4)

The commissioner Idirector. superintendent) may, in lieu of suspension or revocation of a
certificate of authority under Section 18. levy an adm inistrative penalty in an amount not
less than (insert amount) dollars nor more than linsert amount) dollars, if reasonable notice
in writing is given of the intent to levy the penalty and the health maintenance organization
has areasonable time within which to remedy the defectin its operations which gave rise to
the penalty citation. The commissioner Idirector. superintendent) may augment this pen-
alty by an amount equal to the sum that he calculates to be the damages suffered by
eru'ollees or other members of the public.

la) If the commissioner (director, superintendent) or the (commissioner of public health)
shall for any reason have cause to believe that any violation of this act has occurred or
is threatened, the commissioner (director, superintendent) or (commissioner of public
health) may give notice to the health maintenance organization and to the represen-
tatives. or other persons who appear to be involved in such suspected violation, to ar-
range a conference with the alleged violators or their authorized representatives for
the purpose of attempting to ascertain the facts relating to such suspected violation,
and. in the event it appears that any violation has occurred or is threatened, to arrive
at an adequate and effective means of correcting or preventing such violation.

(b) Proceedings under this subsection shall not be governed by any formal procedural re-
quirements. and may be conducted in such manner as the commissioner (director,
superintendent) or the (commissioner of public health) may deem appropriate under
the circumstances. However, unless consented to by the health maintenance organiza-

tion. no rule or order may result from a conference until the requirements of this sec-
tion or Section 21 of this act are satisfied.

(a) The commissioner (director, superintendent) may issue an order directing a health

maintenance organization or arepresentative of a health maintenance organization to

cease and desist from engaging in any act or practice in violation of the provisions of
this act.

(b) Within linsert number) of days after service of the cease and desist order, the respon-
dent may request a hearing on the question of whether acts or practices in violation of
this Act have occurred. Such hearings shall be conducted pursuant to (cite Sections of
State Administrative Procedure Act), and judicial review shall be available as pro-
vided by (cite sections of State Adm inistrative Procedure Act).

In the case of any violation of the provisions of this act, if the commissioner (director,
superintendent) elects not to issue a cease and desist order, or in th went of non-
compliance with a cease and desist order issued pursuant to Subsection commis-
sioner ldirector, superintendent) may institute a proceeding to obtain inju..v < or other
appropriate relief in the (name of court of primary jurisdiction for actions of ttus nature).

Comment: Sections 23(3) and 23(4) authorize the commissioner to issue a cease and desist
order and to apply for injunctive relief. When the commissioner is not granted such
statutory powers, the language should be modified to provide for the legal steps to be taken
by the attorney general or other appropriate state official.

Section 24. Statutory Construction and Relationship to Other Laws.

(1)

Except as otherwise provided in this act. provisions of the insurance law and provisions of
(hospital or medical service corporation) laws shall not be applicable to any health
maintenance organization granted a certificate of authority under this act. This provision
shall not apply to an insurer or (hospital or medical service corporation! licensed and
reflated pursuant to the insurance law or the (hospital or medical service corporatioel laws

of this State except with respect to its health maintenance organization activities auth-
orized and regulated pursuant to this act.
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Section 29. Dual Choice.

Each employer, public or private, in this state which offers its employees a health benefit plan
and employs not less than twenty-five employees, and each employee benefit fund in this state
which offers its members any form of health benefit, shall make available to and inform its
employees or members of the option to enroll in at least one health maintenance organization
holding a valid certificate of authority which provides health care services in the geographic
areas in which a substantial number of such employees or members reside. Where there is a
prevailing collective bargaining agreement, the selection of the health maintenance
organizationts) to be made available to the employees shall be made under the agreement.

No employer in this state shall be required to pay more for health benefits as a result of the appli-
cation of this section than would otherwise be required by any prevailing collective bargaining
agreement or other contract for the provision of health benefits to its employees, provided that
the employer or benefits fund shall pay to the health maintenance organization chosen by each
employee or member an amount equal fo the lesser of (a) the amount paid on behalf of its other
employees or members for health benefits or (b) the health maintenance organization's charge for

coverage approved by the commissioner idirector. superintendent) pursuant to Section 8 of this
act.

Comment: This Section is similar to Section 1310 of the federal HMO Act. but extends the dual
choice requirement to state Licensed HMO's. The licensing requirements of this act are less strin-

gentthan the federal requirements, so this provision will assistin the developmentand growth of
state licensed HMO's.

Section 30. Severability.

If any section, term, or provision of this act shall be adjudged invalid for any reason, such judg-
ment shalL not affect, impair, or invalidate any other section, term, or provision of this set, but
the remaining sections, terms and provisions shall be and remain in full force and effect.

Legislative History iall references art to tht Preset.dinti of the VALC.

1973 Proc |9, 11 141, 192, 202 222 (adopted).

1973 Proc. U 139 synogwso model).

1974 Proc. 112. 1 413 (lamen edg

1982 Proc. | 19. 28. 431. 498-199. 530-554 1revisea and reprinted).
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MODEL HEALTH MAINTENANCE ORGANIZATION ACT

The date m parentheses is the effective date of the legislation or regulation, with latest

amendments,

NAIC MEMBER

Alabama

Alaska

Arizona

Arkansas

Califoria

Colorado

Connecticut

Ceiaware

D.C.

Ponda

Georgia

Guam
Hawaii

"daho

NAIC Capynght 1987

MODELSIMILAR LEGIS.

ALA. CODE S827-21A-1
TO 27-21A-32 (1986).

NO ACTION TO CATE

ARK. STAT. ANN. S866-5201 to
66-5228 (19751987).

COLO. REV. STAT. §810-17-101 o
10-17-115 (1963/1986).

HB 99 Model pending
(1987).

NO ACTION TO DATE

GA. CODE ANN. 8833-21-1
(0 33-22-28 (1979.1986).

NO ACTION TO CATE

NO ACTION TQ CATE

RELATED L5G1S-REGS.

ARIZ. REV. STAT. ANN. 8820-1051 to
20-1069 (1973.1985) "Health Care
Service Organizations".

CAL HEALTH & SAFETY CODE &13*
to 1399.64 (1979" 1986) ("Knox-Keene
Health Care Services Plan").

CONN. GEN. STAT. &833-179a to
33-179t (1971 1987) ""Health Care
Centers".

OEL CODE ANN. tit 16
859101 to 9118 (1982).
See also tit. 18 886401 to
6406 (1987).

FLA. STAT. 88641 17 to 641.33
(19851987).

"DAHO CCCE |§41-3501 to
41-3934(19741985). -
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lirois

Indiana

lowa

Kansas

Kentucky

Louisiana

Maine

Maryland

Massachusetts

Michigan

Minnesota

Mississippi

Missoun

Montana
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MODELSIMILAR LEGIS.

ILL REV. STAT. ch. 111 1.2
831401 10 1417 (1974/1987).

IOWA CODE &85148.1 1o
514B.32 (1973).

KAN. STAT. ANN. §840-3201 to
40-3227 (1974.1987).

LA. REV. STAT. ANN S8
22:2001 to 22:2025 (1986).

ME. REV. STAT. ANN. tit 24-A
§54201 10 4226 (1975/1986).

MINN. STAT. §862D.01 to 62D.30
(1973.1986).

MISS. CODE ANN. 841-7-401
et seq. (1986).

MO. REV. STAT. &8354.400
o 354 550 (1983).

MONT CODE ANN. §833-31-101 to
33-31-405 11987).

RELATED LEGIS./REGS.

IND. CODE 8827-8-7-1 to 27-8-7-18
(1979/1987) (“Proposed Health Care
Celivery Plans ).

KY. REV. STAT. §8304 38-010
o0 304.38-210 (1982 1986);

MD. ANN. CODE art 19 88701 to 734
(1982/1987).

MASS. GEN LAWS ch. 1766
51 to 17 (1976/1986).

MICH. COMP. LAWS. &8333.21001 to
333.21098 (15821986).
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Nebraska

Nevada
New Hampshire
New Jersey

New Mexico

New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania

Puerto Rico

Rhode Island

NAIC Copynght 1987
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MODEL HEALTH MAINTENANCE ORGANIZATION ACT

MODEL/SIMILAR LEGIS.

NE3. REV STAT §844-3201
44-3291 (1978,1985).

N.J. REV. STAT. 8826:2J-1
0 26:2J-30 (1973).

N.M. STAT. ANN. SB59A-46-1
0 59A-46-31 (1985/1986).

N.C. GEN. STAT. S857B-1
t 578-25 (1979).

N.D. CENT. CODE S8526.1-18-01
0 26.1-18-35 (1983).

OHI0 REV. CODE ANN. §81742.01
to 1742.36 (1976).

RI. GEN. LAWS S8
27-41-1 1o 27-41-29
(1983 1987).

RELATED LEGIS./REGS.

NEV. REV. STAT. §8695C.010 to
695C.350 (1973/1987).

N.H. REV. STAT. ANN. §8420-8:1 t
420-8:22 (1977 1985).

N.Y. PUB. HEALTH LAW &8
4400 to 4413 (1976).

OKLA. STAT. tit 63 882501
0 2510 (1975).

OR. PEV. STAT. &8750.003 to 750.075

(1985).

PA. STAT. ANN. tit 40 S8
83-101 to 83-119 (1981).

P R. LAWS ANN. @it 26 881901 to 1927
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South Carolina

South Dakota

Tennessee

Texas
Utah

Vermont

Virgin Islands

Virginia

Washington

West Virginia

Wisconsin

Wyoming
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MODELSIMILAR LEGIS.

S.C. CODE ANN. 8838*25-10
et seq. (1987).

TENN. CODE ANN. &856*32*201

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

TEX. INS. CODE ANN. art. 20A.01

to 20A.35 (1975/1987).

VT. STAT. ANN. it 8 88
5101 to 5113 (1979) (Most
of model.)

NO ACTION TO DATE

VA. CODE £538.2*4300 to
38.2*4321 (1986).

W.VA. CODE S833-25A-1
33-25A-28 (1977).

WYO. STAT. S826-34-101
o 25-34-128 (1986).

RELATED LEGIS./REGS.

S.D CODIFIED LAWS ANN. S858*1*1 to
58%41-97 (1974).

UTAH CODE ANN. S§831A-8-101
to 31A-8-406 (1986/1987).

WASH.

REV. CODE ANN. &8548.46.010

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

See WIS. STAT. 8628*36 (2m) providing
that Commissioner may make ruies for

HMOs.
ventures.

See also ch. 609 (1985) on joint

NAIC Copyright 1987
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HMO Dominance Seen In '905s

Ilh Richard Donahue

CINCAcn-Health  main- .

tenance organizations will liccnme

the dominant financier of private  care cxricece
health care inthe U.S. beforeyear ... ....

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 1IMQOs in the
1990s as awa}/ to check rapidlv increasing health costs.
‘| mean use of the real 1IMOs," he said, the kind that
POtS die health-care providers at financial risk, the kind
hat employs salaried physicians and the kind that puts
emppha5|s on wellness and preventive care.*
referred provider organisations and managed fee-
for-service Plans are not substitutes for [IMOs. lie told
attendees at a health-care symposium sponsored by So-
ciety of Actuaries of Schaumburg, Ill ‘and the Ameri-
can Hospital Association, Chicago.
Rather, he said, they represent "palatable steps* to
IIMQs, which were atfirst a "bridge too far* for many

eaple.
d TRe_HMO p08u|atipn 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
gercent of all ‘privately insured persons by the year

000, according to Mr. Amara. (Currently, the entire

qrivately-_insured population is

. 70 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 autonomdy as they watch their in-
comes shrink,* Mr. Amara said. = _

He said the percenta%e of physicians who arc salaried
will increase from ahout eight percent in 19R5 to about
JS percent in 2000,

r. 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 deep|5y into the average household
income.* he said. ‘Only 5 percent of income goes for
health expenditure now.*

This wil changze, lie said, as emﬁloyrers arc forced to
shift more of the burden of health-care cost to
employees. Employers, who now Bar more than 40
B_ercent of the nation's health-care bill, will demand a
igger say in how the money is spent, he said.
ealth-care costs, now af more than 11 percent of
E»NP, will, according to government predictions, be
etween 15 and 18 percent of CNP by the end of the

century, he said.
Com™d on P<Tfr 22

oy
i %en
y The 1990s
Conl'dfmm Pagr 21
But employers and the Hovern-
ment-which™ pays about half of
health-care costs—cannot tolerate
such alevel, he said, predicting that
health costs will level off at 13.5 per-
{:ent of CNP hy the end of the cen-
ury. :
He said a national health-care
system, when it comes, wil be
similar but _not identical to (he
system in Canada "where ?,overn-
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 szstem will
mean there will be fewer, but larger
health insurers, he said, some of
which may be employed to admin-
Ister the national plan. O



Volume 6, Number 15

INNIIH

HEALTH CARE COSTS

5*1

COSTCONTAINMENT

P*g« 6

QUALITY OF CARE

Page 8

EMPLOYEE BENEFITS5

Page 9

Consumer Price Index,
Second Quarter, 1989
Hospital service price# soared
in response to higher nursing
wage#.

Page 5

Cost Management Aims at
Worker'# Compenaation
Employers take heed:
Worker's compeniation is a
prime target for cost shifting.
Page 6

1989 COBRA Survey
COBRA isn't paying for
itself-emplovers are
subsidizing continuation of
coverage by more than 40
percent.

Page 9

HEALTH CARE COSTS

August 15, 1989

DECEIVED

AUDb iuou

urriut ur int
COMMISSIONER

Marion Managed Care Digest

HMO Edition 1989

Marliin Laboratories. inc . July 1989

"For the year ended Dec. 31, 1988,
659 HMOs were tn operation. An-

other seven were under development.1

Operating HMOs reported total
enrollments up 8.7*0 to 33 million in
1988, compared with 1987 when 707
operating HMOs reported more
than 31 million enrollees.

The number of operating HMO's
fell 6.8*0 in 1988, compared with a
12% increase in 1987. An industry
shakeout had been predicted for

several years. The industry is likely
to continue its consolidation through
1993 as the number of HMOs falls
gradually each year.

HMOs are increasing their market
penetration nationwide. Plans in 28
states reported enrolling 10% or
more of their state's residents in
1988 (Figure 1), up from 24 states in
1987 and 20 a year earlier.

HMOs also successfully reduced
the number of days that their
enrollees spent in hospitals in 1988.
Average annual hospital days per

CuAIVeFIer P LT |

Figure 1. HMO market penetration (percent) by atate, 1988.
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Table 1.Selected HMO utilization and premium averagee by state, 1941.
1.000 non-Medicare members

dropped to 364 from 377.2 a year d
_ At
eal:l“eearr(l;/ralbb‘ls/ 1c)>‘f HMOs operating at [)j] o%lﬁ#gpa NE)!*” PNnUOMO
year-end 1988 offered an open- Sldlt mam er mthor mamkar Faml%/ indMdual
ended option, the newest and fastest A|@bame 3607 3.0 40 $2208 $6714
growing HMO product. An open- Arizona 292.0 3T 39 250.44 6462
ended plan offers enrollees the right Arkamaa 4414 49 15 22055 0260
0 ch CDoint of service wheth Calllornla 3104 3.3 8.6 251.70 95.35
© choose at point of service whether Colorado 275.6 35 2.0 228.90 84.93
they want to seek care within the - Conmectlcut 4028 39 31 28240 11290
H_M O orto go out5|de_ to th_e physi- Qalawara 360.0 0.2 0.4 229 86 69.99
cian or hospital of their choice. 0C. 362.7 2.9 33 230.32 8960
HMOs wtth open-ended options Florida 365.9 3.3 2.6 220.07 83.42
expected to have nearly 2 million Gtorgll 385.0 46 35 23700 90.29
enrollees in these plans by year-end Hawali 306.7 4.3 40 221.01 77.00
1989, an increase of 17.3% mom I'daho 212.0 - - 22150 93.60
year-end 1988. Enrollment in open- ”n.OIa 369.2 4.2 2.0 22120 80.47
ended plans rose 53% to 1.6 million lndlana 3639 45 29 237 21 0168
ot 1 e lowa 00 38 : 2525 8042
!n rom ayear earlier. nrollees Kanaal 44]“0 3.3 2,1 240 60 94 79
|4n8c(>)/per:(—elrlldHe'fl/I glans e\”ccounted for Kanlucky 370.0 _ 230.99 85.44
-N° OMa . er"o” ees. | |Mouu|tana %ggg 31 0.2 235.40 65.66
on-Medicare enrollees average ain ) _ ~ 240.33 06 07
3.7 ambulatory visits each to their Maryland 3254 3.7 34 255.30 66.70
IMO's in 1988, according to 167 Maaiachuaetta  369.1 35 42 292.21 10969
reporting plans. HMOs averaged 3.7 Ichlgan 3660 3T 51 24391 95.02
physician encounters and visits per MlnnaaOta 362.4 40 46 229 02 0063
non-Medicare enrollee in 1988, ac- R/l/ll(?na%#]g %%8 [2191 %f %8%%8 %8 %g
coriing o 233 fepoliing plans. Nebraska 3209 26 Z B35 9a
9 Y P . Navada — — - 30000 11500
charge for all HMOs rose 11.8% in Saw himoanire  364.0 49 35 201.50 100.50
1988 to $242.50 per montrl from NaWJlraay 410.2 3.0 37 22279 66.52
S216.82 in 1987 (Table 1)." Q NQW Me)lgco %928 %; 53 272.27 18616(2)
ew York . . 21621 1
Jolor on, ThKert ot N Caolna 30 20 7m0y
*X'H P8 lot | ftpon Wttd un lho urn* d|t| orth Oakota 350.0 6.9 21 250.24 10129
bin« Ohio 404.2 3.0 32 251.35 93.40
To t-om j liwu'py id ihn L(v>*c rcpun, Oklahoma 300.0 39 99 253.17 67.00
tarar mt 50w DO o)y T L S S R
MOMIU-Mttt, (StaiHMInL o cvu Rhode litand 3365 15 - 24250 10150
South Carolina 3667 31 0.7 16067 12.33
L A
moo ) . . . .
Toiaa 360.9 40 30 254 40 9048
Ulan 216.7 2.1 42 218.40 *9.26
t0 Sum IS. UnltiJ brvM| Varmont — _ : 206.00 62.00
o74s-w731 wOUNtd 24 lonti -t Virginia 392.1 3.1 30 28269 10144
mtkag 0 i pﬁ,ﬁmm;ﬁnpwp Waanington 3201 17 33 MWW 65
td it tkumt perktd)oeémLIJndutﬁhllYIuln Wltconaln 3832 4.7 37 25361 96.57
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Medical Benefits

How Cost-Eitective Is Your Health Plan?

Boniliti, July IBM

“To agtarmino ourglansratl ,add up tna ?mtaln
oicatacl for aacn anawar, than co gara ﬁn t0
tnoia fliuawat|d on Iha plan avaJuallon chart at tha and l

gﬁOUI’ lan’ COI'[? ltctlvanaao ratlng It laaa t an ‘oxcottont,’

ould conaloar Incorporating dome coalaltactlva

rtaiural your aoora rnowa a/a miaaing Irom your plan."
1. Doaa tiur Plan hara lirat-dollar oovaraga lor
IxrapHaltaationT
+20 No/Do htvo hoapltai ra?anlhoanon
No/No hoapltai Bra -cartifleaiion
Yaa/Oo navo noapnai pra-canificition
0] (-30] YoMNo hoapltai Bro corillication
2.00aa yo nhava II/at-dlollar covorago lor
dﬁlcg )au?%?c aarnvt coagj J
NorDoha»0 ra camtlcauon
Nol)\lo ra- oart| oano
0o havo re cortl cation
0 15 Yaa/No pra-c r||||catton
3 YourA?ro pplan a maJor madloal doduotlbla It:
pﬁrc an%r aar or maro
E 0} Morat an 100/ladt than *300

_q (= glOO par oaltn/daryaaror lata
a la your ma)or modloal doduollbla tndaxad to your

compa aa 01‘1 ao
: T j Alao In algg to trano mcraasal

S. Your maLng madlcal co-Inauranca out-ol- pookat limit la;

J P Mo e

(-10) ?S(r)oa r(nIp |o¥ fraé apa}{)yao po/yaar

* I nX/our malor madlogl 0o-Inauranoa limk Indoud lo Iha
amptoyaad ramirvall

10% YaalAiao indaxtd to trano Incraaaaa

No

1. Boat your ’()/llan Inclwda a Iargo alalma managomant
|tTtanr|aa [tnoo aa 7’1 ?
| &l Yta Alio Includaa piychlttrlc Claim

RURG

. Ooaa your glanér/]oludoallmlt oraravlaw itrrlea, lot
cnlraﬁgrarl and/or podiatrto earaT

Yaa/Cwropracnc and podiairio ca/a rt>iaw
8 Yaa/Chnopracﬂe Or podiairic eara raviaw
l. Ooaapfow pIanYknotoda ahoapltai SKI audit aorvua?

»4) Yaa
» (-5) No

id. Qoaa r*ur plan ha[]a
limitation lor now huoat
%o 1((]]3/0 Yaa

aPm oatating oondHlona

11.Do \you raqulra amployaa oontrtbutioni lor dapandanl
90 10) Yaa/Oapandanta only
B ( 0 No

Yoa
No

IS. Do vMaawaIInaaa rogram or Incontltoo lor a
hoa¥§1t£?aa t0? g

R

14, Qoaa your plan tneluda a maU-ordor or praaoription

drug program?
ap ‘gB Yaa

12. Do §)u n +agt an ampioyao aaalatanoo program (EApyr

11. Ooaa your plan Inotuda u pralarrod prairtcor
organi at|o PP
I Y0 P *Ia&a maP 1]000/ 0i chargaa
B 10 KlauPP % ol al g|ba charga

15. Do you provld* omploytaa with an HMO option?
y (Ba IS) Ya A axparianea la inlagiatod wiih

rimary pian‘a axparianeo

— B (-6) P(Q] !%8 aaataﬁa -alona aarviea—laaa
than 20% of ompiqym pa/lielpata

— q ( -5) YaaHMOla a atand-atona aarvlea—mo/a

man 20% of tmpioyaaa panicipata

0) I 0 No

17. Qo yo %u aelltar Ponca tha coordination ol banotlti

u

pro {1?@ program
-19 No

I1. a your walling porlod lor naw antranta Iongnanough lo

?M?n% \%?\élg}nogdocovorago during Ina initial "haa*y
))))

B (-6 No

I1. Qo you hovo an In- houaa gODRA compllinca vyaiam
or Uaa an outilda aarvtoo’

A (+10) Ye/inciudaa notilicauon.ol naw n\ral
quall |ng avont notification, mon|onng

ol t||g|0rll J) on mommy b
rocgaamd and mana amat
t aa/9u|d

aan'l incluca an ol tna abova
d 10) No
20. Do §0u rovtdo ratlrao haalth covarago?
aa/Contnbutog
g (- IS) Yaa/NorvcontnOuto,y
Pla Hlon Aniciniod
_ nijoipaio
Total pa/nla Plan raling raia Inoraaaa
120+18 (caiiani 0%-10%
130. 1 %
R B
* . B0%
e K. Oidaatoua o+



HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTFF

ALASKA STATE LEGISLATURE P.0. BOX V, JUNEAU 99811
HOUSE OF REPRESENTATIVES (*07)445-375*

LETTER OF INTENT
to SB 334 (efd Am)

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 MENTAL HEALTH BOARD

STEVE COWPER, GOVERNOR ST. ANN'S CENTER
STATE OF ALASKA 419 6th STREET, SUITE 124

JUNEAU, ALASKA 99801
907-465-3071

February 27, 1990

Representative Johnny Ellis
Room 104, Capitol

P.O. Pox "Vv"

Junec-, Alaska 99811

Honorable Representative Ellis,

The Alaska Mental Health Board (AVMHB) 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 discussed 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 planning
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 1is reported favorably out of House HESS.

Executive Director

cc. Thelma Langdon
Senator Uehling
OAC
GCHA4G

DHSS



TIMELINE FCR IMPLEVENTATION CF B 33*

FY 91 FY 92
07/01/90 09/01/90 06/01/91 07/01/91 01/15/92 05/92
0AC and Interagenc CAC and CCHG  DH&SS hire All staff Public QAC and DH&SS submit  Legis|ative
GCHG hire Pol Icy” Tea start to staff yisit ?onference CCHG Issue gt study In ut/decmons
staff meet-- ?et up gather "model or potential report and recom resar m%
work plan fnformation states consumers recommend- mendatmns \I\P lons and
an M)r VIQ ers actions on effect a|vers
edicaid of options %ure
mmun| ty and waivers am ng
are to add 0 tlons
egm to
erepare ption/
applications.
FY 93 FL9A
C7101/92 07/15 09/15 01/01/93 07/01/93 12/15/93 01/01/0A
DH&SS give DH&SS agg Some. new DH&SS | Wa|ver Waiver Waiver
I e T M e D,
65_%2% ard alvers P W% and com? shou)d g ?n %/Iﬁlllg] ?tentatlve
availab &&g)\ons wi th rec?}v?1 waiver .
(tentatlve) st ne? (tentative)
and traine
(tentative

KEY: DH&SS = Department of Health and Social .Services
HC B oF\J/ernor s Councﬁ rth the Handicapped and Gifted

= Qlder Alaskans Commission _
HCFA = Foderal Health Care Financial Adminsftration (Medicaid)

Prepared by: Older Alaskans Commission

A/1501/022107-0



xfconomic Grand Rounds

Hie Missed

Opportunities ofMedicaid

Chris Koyanagi

Dr. Sharfstein's Introduction: The
federal-state mental health care
program is a major payerfor men-
tal health care. Medicaid could
financeadditiotuilcommunity ser-
vices needed by adultsand 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 ofhowstates 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 Medicaidplans
to reflectappropriate publichealth
objectives.

Medicaid is a federal-state rprogram
tha* pays medical bills for certain
|ow-income people who can't afford
the costs of care. * 198" a total of
23.2 million people received Medic-
aid benefit', and the rog_ram now
spends more than 66,9 billion an-
nually (1). Yet despite its size, man

low-income people are not covere

b¥ Medicaid, resulting in a problem
otaccess to health care'tha isbecom-
Ing more and more acute. The per-
centage of those with incomes below

Ms. Koyanagi is director of
federal relations for the National
Mental Health Association. 1021
I rincc Street. Alexandria. Vir-
ginia 2231 Steven S. Sh.irfstcin.
M.D., iseditor of this column.

Hospital and Community IMchiatry

the federal poverty level who have
Medicaid coverage has declined
from 65 percent fen years ago to less
than _Ee.r ent(2). ~ .

Medicaid_ is nof a single program
but a collection of 53 séparafe State
and territorial pro?rams with dif-
ferent target populations and various
‘packa(ies of services. Although the
ederal government prescribes basic
requirements and describes options,
each state and territory has it: own
version of the prograni. The federal
and state governments share the cost
of Medicaid expenditures, with the
federal share varying from 50 per-
cent;oTBpelcent,degendln on the
state's per capita income. Federal
funds pav more than half of all
Medicaid costs (S37.-4 hillion in
1990). States pay between 22 per-
cent and 50 8ercent of costs (529.5
billion in 1990). and in some states
local governments contribute to the
state “share of Medicaid expendi-

tures.

As a result of state decisigns on
who to cover and which services to
reimburse, Medicaid spending var-
les widely. between the statés. In
198-1 Medicaid per capita spending
averaged S148 hut range_d from
$382In New York to $52 in Wyo-

ming 13). o :

Agcce)ss to Medicaid is alsg in-
tluenced by the numberofproviders
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 Ristory of the Medicaid JJro-
gram explains, in pan. whv federal
and state Medicaid policymakers

February 1W) vl. 1 9.1

have been reluctanr to entertain pro-
posals to expand mental health ser
vices. Arits 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 workln%
People through insurance. AIthou_?1

he program has since_been moving
away fromthis 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 (sucha ,coverlng care Pr,owded
I Infermediate caré facilities _for
the mentall;, retarded [ICF-MR}).
These changes increased costs sill
further, ensuring that cost control,
more than program expansion
would be the overriding concern of
Medicaid WIC makers.

Thus, althougn the percentage of
noor people covered by Medicaid
nas been dropf ng in récent years,
he.costs have increased sybstantial-
y, in large part because of expendi-
ures or ICF-MR coverage and for
ong;te[m_care in nursgng_ facilities.
Medicaid is now the_prinCipal payer
for long-term care in this_country.
Fifty-seven gercent of pursing home
expenditures are paid by “public
funds, and in 19'9 about 87 percent
of public funding for nursing home
care came from Edliald 15%. _

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

ecause of these experiences.
Medicaid planners have become ex-
tremely wary of services that may be
costly,"uncontrollable, or subiect to
apuse. Theg are_ also concerned
about the substantial costs expended
forlong-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

13%



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

Ensuring the availability of an ap-
propriate array o! mental health ser-
vices is further complicated by the
extraordmanlx complex set of rules
that govern the Medicaid pro%,ram.
There are federal laws, requlations,
and quidelines, as well as state plans,
ruleS and regylations, and rﬁlm_-
bursement pdlicies, The result 1s
considerable confysion ahout what
Medicaid really allows, a situation
that benefits Medicaid agency offi-
cials whose opjective is to control
and limit their” program's expendi-
tures. Since they are the only ones
who know the Tules, they can con-
trol the (s;ame. _ ,

A Tirst step 1 |mProvmg 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 the mo_sd; need. Itisalso impor-
tant to Consider Medicaid policies
that may impact on_how mental
health cdre can be delivered Ifor ex-
ample, institutional versus commu-
nl% care coverage). Then one can
compare what federal Medicaid law
permits with a. Package of appro-
priate_community care Services as
(tjescrlbed by the ‘mental health sys-
em.

Characteristics of Medicaid
mental health patients
Recent studies have found that users
of Medicaid mental health services
_see?é)to fall into three broad categor-
les (6):

Heavy users of services (dis-
cussed more fully belowi,

_ = Episodic userswhomake up to
SiX t0 ten Visits to providers (normal-
ly outpatient visits). _

= Persjstent users who receive a
large number of less expensive ser-
VICES, such as outpatient ar partial
hospitalization, bur little inpatient
care. Althugh they may not receive
_manz/ Services, thev maintain ong#o-
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
dla%noses. o
he heavy users are primarily
young adults"who use, Medicaid iri-
patient hospital services at a dis-
‘proportlona ely high rate. They are
requentl¥ tréated i community
hospitals Tor 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 ofthecdse load, they
represent 55 percent of agmissions
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 Ion%
Inpatient stays (an average length o
stay I* 105 days) often occur because
alternative_community placements
are not available %8 N
Clearly, the services utilized by
these heavy users are, for the most
art, not well suited to their needs.
heir special needs do notfitinto the
traditional brief therapy model of
outpatient care, nor are they well
served by expensive emerq_ency care
and genéral hospital Inpatjent care.
Yet these are the only services avail-
able t? many oung geople with
mental 1llngsses. Because more
suitable services are_lacking, read-
misgjon rates ar? significant </).
Similar problems arc evident in
child and adolescent care, where
those whoare Medicaid eligible have
rtygher use of emergency mental
e

[th services 1>

Hospltal inpatient bias
Another problem in providing ap-
propriaie cart* to the Medicaid pop
ulation is the program's general hus
toward inpatientcare. Several fac-
tors contribute to this bias. For ex-
amEIe._ certain eligibility criteria
make it easier to cover individuals
when they are in institutions.
Medicaid has also helped fuel the
enormous growth inthe last 15 years
In general “hospital ,Ps_ychlatrlc care
and now pavs S2 billion a year na-
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tionally for general hospital mental
health” caie (6).. Some states have
caused a further impalance in mental
health coverage by offering un-
limited inpatient care coverage hut
restricting access to community-
based services.

Coverage of mental
health services , _
Undterbfederal_llam, c?rtaw/I SngIch
must be available to Medicaid-
eligible mcﬁwduals, and other ser-
vices may be covered at the state's
OPtIOH. However, the special needs
ofpersons with mental illnessare not
well served b}/ Medicaid. For ex-
ample, under federal law’ only per-
sons age 65 and over or under age 22
are enfitled to Medicaid-funded care
In psychiatric hospitals. Persons with
menfal ilnesses may obtain n,ursmq
faciiicy services under Medicaid, bu
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 of care for People with
mental illnesses in small residential
facilities such as halfway houses,
%rou homes, and adult foster
omgs, although there 1ssuch cover-
tage for persons with mental retarda-
jon.

_ In addition to specific prohibi-
tions related to,ag,e apd treatment
sites, the Medicaid law presents
states with another barrier fo 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 apackage ofddequate commu-
nity-base 1 mental health services
under Medicaid, The most expljcit
statements In the law concerning
mental health care are those that ex
dude, coverﬁge. As a resul% most
mcpajl health"services must be pro-
vided through other service options,
such as clinic services, physician ser-
vices. or rehabilitative services.
Some of these seyvice categqriescur-
rently have requlatory requirements
mapPropnate 0 community mental
healthcare. =

But the picture is not nearly as

bleak as this quick summary Sug-
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%ests.,Whlle mandatory Medicaid
enefits 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 packa%e of services.
Mareover, many. of the restrictions
facing community mental health
Prowders are staté restrictions, not
ederal policy, and thus are subject
to change at the state level.

Oncé a state elects to cover a
Medicaid service, it can defing the
exact meaning ofeach service within
broad federal qmdelmes. The states,
not the federdl government, deter-
mine who may provide the service
and under what conditions, for how
long(or for how man%/ VISits) cover-
age is available, whether preadmis-
sion screening and other reviews of
appropriatengss ofcare are required
and the reimbursement rate that wil
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
farmore than care for other illnesses.

The Community Support Pro-
%/r]am of the Natiopal [nstitute of

ental Health has identified 12 es-
sential services for adults with ,Ion_g-
term mental ilinesses (9f). Medicaid,
while it is not relevant for financing
all of these various services, can Pro-
vide substan rial support for six ot the
Incase management, rehabiljtation,
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_outPatlent care and
P_hyswlan services the tollowing op-
|on|al Medicaid services:

Jargeted case mana%ement.
This is'defined by Medicaidl as ser-
vices that help ellglble individuals
gam access to needed medical, social,

ducatignal and other services, such
8s housing, vocational services, and
financial assistance. States can target

Hospuai and Community Psychiatry

these services fo certain RoPuIatlons,
such as_ individuals with long-term
mental illnsses. -
~ Rehabilitation. Medicaid's def-
inition of rehabilitation is very
broad. It covers any medical or ré-
medial_services recommended by a
Fh_ysmlan or other licensed prac-
itioner of the healing arts within the
scope of their practice under state
|aw, for maximum reduction of phys-
ical or mental disability and restora-
tionofa remlment to the bestpossible
functional fevel. Services, may be
Prowded in any setting, including
he client’s resiclence or'work place.
States are just beﬁmnmg to use this
Oﬁtlon o cover the services of psy-
chosocial rehabilitation and similar
community day programs, where so-
cial skills ramln%, fedication man-
agement. and other supportive ser-
vices are provided. N

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 ofwhich
are not conducive to good patient
care, Clinic services must, for ex-
ample. always,be furpished in the
clinic (except for services to home-
Iess_peoPIe), and mental health pro-
fessionals may not provide clinic ser-
vices in the client's home. The clinic
services option includes both out-
patient therapy visits and pjrtial hos-
pitalization programmmg. .

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-
lent's home. Services must be pro-
vided or supervised by a reglst_er_ed
nurse and prescribed by a physician
Inaccordance with the patient’s pian
of care. Personal care services can
Include assistance with grocer s_ho?-
ping and household services, Clients
must require direct patient care ser-
vices to be eligible for other ser-
Vices.
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Care provided by other prac-
titioners._ Medicaid Can cover the
services of other mental health prac-
titioners. and a number of states now
cover psychologlsts_ under this op-
tion and a few also include psychiat-
ric social workers.

Inpatient psychiatric hospital
carefor those a?e 65and 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 ofthe services iden-
tified b¥ NIMH as essential compo-
nents ofacommunity sgstemo_fcare.
As for adults. MediCaid can finance
case, managlement,_day_treatment
services, early identification, assess-
mentand Intervention services, out-
patient assessment and treatment,
emergency and Crisis management,
crisisTesidential hospital services, in-
tensive care services, health care,
and transportation for children (93.

In addition to the services de-
scribed above foradults, forchildren
federal Medicaid law also re?ulre_s
states {o furnish early and periodic
screening and diagnostic services o
identify "physical “or mental prob-
lems, “Tredtment 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, inclug-
Ing an assessment of mental health
faCtors. However, screening and
diagnostic assessments are not ag-

ressively pursued. _Onlg 3 millign
edicaid-eligible chilarén and ado-
lescents received these exams in
198", even though studies show that
those who do receive such services
hal\{e_ II?wer health care costs as a re-
SUILILE,. : .

Other important service options
for children are_t_ar%_eted case man-
agement. rehabilitation, clinic ser-
vices. prescription drugs, and ser-
vices of other mental heaith Pro_fes-
sionals. Case manaqemen_ 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 yound people in foster care or
therapeutic group h >mes as well as
for day treatment.

State Medicaid plans should also
include the one on lonal service ur-
getc 1sPecnIcaIIy 0 children in need
0f mental healti care: inpatient psy-
chiatric hospital services for In-
dividuals under age 22. AIthouqh
this option covers onIY certain facili-
ties (many residential treatment cen-
terscannot qualify), itisan |mﬁortant
option to have available for children
who need inpatient care.

Unfortunately, it is impassible fo
tind srngle state with & Medicaid
services package that provides com-
prehensive coveraqe as described
above either for adults or children.

Proposed action

Mental health advocates should
focus far more attentron on Medrc-
d After several X/elars of control
an retrenchment, Medicaid is now
rowing. The federal Povernment
as been expanding efigibility for
low-Income OPregnant womeri and
chrldren an in the procesg 3
broken the tie between Me |ca|
and welfare, so that Medicaid
movrnri toward becomrn? a program
f health care for all fow-in¢ome
PeORIe Although the prospects for
urther federal "expansions are not
%ood at this time, states have also
equn to expand hoth. pro%ram
eligibility options and services covey-
age. Stare mental health agencies in
most states are now payrr&g greater
attention to the Medicaid” system,
and many states have recepdy ex-
panded Community mental health
coveraﬁe

Alt ough s?me rohlems remain

with tederal law and regulations,
most ot the current barriers to
providing ade uate mental health
coveralge for Medicaid recipients
stem ffom state Rolrcres Chanﬂrnﬁ
this situation should be a h
priority for those who want to |
Rrove access to appropriate mental
ealth care for low-income people.
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1990 H&CP Institute

The 42nd Instrtute on Haogpital and
Communrty Psyc |atr will be held
Qctober ~-II &t the Marriott City
Center In Denver, James T. Bayter,
M.D., of Chicago is chairman of the
rogram committee A Rrelrmrn Iy
JBrogram will be published In t

Uné_issue.

. The institute is one of two na-
tional meetings sponsored annually
by the American Psychiatric As-
sociation. Last fall’ § Institute In Bos-
ton drew almost 1.$00 mental health
professionals.
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Senator Rick Uehling
Downtown, Klmendorf, Northeast Anchorage
Co-Chairman, Senate Finance Committee

International Trade & Tourism Committee
State Affairs Committee

MEMORANDUM

TO: Representative Johnny Ellj,
Chair, House HESS Committ

FROM: Senator Rick Uehling

DATE: January 26, 1990

RE: The Home Care Initiative,

SB -3*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 iIn 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, 1 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



Senator Rick Uehling

Downtown. Klmendorf, Northeast Anchorage

Co-Chairman, Senate Finance Committee
Internutionul Trade <€ Tourism Committee
State Affairs 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 iIn a home environment, supported by fTamily.

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.

Po.Box V.JUNEAU Ak wsiI (9071465-Mi21 3111 ST. #515, ANCIIORAGK, AK *»503<007> 5+1-7613



Senator Rick Uehling
Downtown, KImcndorf, Northfist Anchorage
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IX.

Co-Chairmun, Senate Finance Committee
International Trade & Tourism Committee
State Affairs Committee
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Amended: 1/25/90 6-1564J
Introduced: 1/8/90
Referred: Health, Education and Social

Services and Finance

BV SEN. UEHLING, _Fahrenkamp. Duncan, Sturgulewski, Faiks, Halford, Rodey,
Jones, Eliason, Zharoff, Pourchot

IN THE SENATE
SENATE BILL NO. 334(efd am)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act directing the Department of Health and Social
Services to seek permission to use options and re-
ceive waivers under the Medicaid program for the cost
of home or <community-based services for develop-
mentally delayed children, developmentally disabled
persons, disabled adults, and older Alaskans; direct-
ing other agencies to assist in that process; and
providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS; INTENT. (a) The legislature finds that chil-
dren and adults who are experiencing disabling conditions have individual
and changing needs that can be best addressed by having available to them a
mix of services, including home and community-based services and institu -
tional care. The historical focus of the Medicaid program has been on
providing services in institutional settings for adults who need outside
assistance in daily living and for children who need developmental help.
Therefore, some persons whose needs could be met outside of institutions
have, nevertheless, become institutionalized so that they could receive
services through the Medicaid program. Other persons in need have received
no services until their conditions deteriorated to the point where they met
the Medicaid criteria for institutionalization. Nursing facilities, hos-
picals, and intermediate care facilities for the mentally retarded should
remain readily available for chose whose needs require that kind of set-

ting, but the availability of homo and community-based services should also

SB0334b -1- SB 334(efd am)
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be expanded so that, when possible, persons could be deinstitutionalized,
avoid institutionalization, or avoid becoming at risk of institutionaliza-
tion and be assisted to live on their own, with their families, or in group
settings that allowsemi-independent living in their own communities.
Furthermore, home and community-based services can help persons whose
disabling conditions might never require institutional care, but whose
lives could be more comfortable and more productive if the services were
provided.

(b) It is the legislature's intent in enacting this Act to require
the Department of Health and Social Services to seek approval from the
federal government to use some Medicaid program money to broaden the range
of home and community-based services that are available for appropriate
groups of developmentally delayed children, developmentally disabled per-
sons, disabled adults, and older Alaskans, who could benefit from them,
especially those who would otherwise require Medicaid program money for
more costly institutionalization. The choice of which waivers and options

woul ' be applied for and which population groups should be served would be
inrde by the department after priorities arfe recommended by the Governor's
Council for the Handicapped and G ifted and the Older Alaskans Commission.
Through budget oversight, legislative hearings, and other legislative
action, the legislature would give specific budgetary authority and policy

%
directives to the department to guide it when it applies for the options
and waivers.

* Sec. 2. PRELIMINARY RESEARCH. (a) The Governor's Council for the
Handicapped and G ifted and the Older Alaskans Commission shall, in consul-
tation with other appropriate public and private agencies, conduct re-
search, compile statistics, and prepare inform ation and documents that

would be useful to the Department of Health and Social Services in deter-

mining necessary services, optimal service delivery areas and methods, and

So 334(efd am) -2- SB0334b
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the appropriate groups of developmentally delayed children, developmentally
disabled persons, disabled adults, and older Alaskans, for which the de-
partment may apply for home and community-based options and waivers under
42 U.S.u. 1396n and other federal laws relating to the Medicaid program.
(b) By June 1, 1991, the Governor's Council for the Handicapped and
G ifted and the Older Alaskans Commission shall submit written reports o)
the legislature and the Department of Health and Social Services docuinent-
ing their recommendations for the scope and substance of the options and
waivers that the department may apply for under this Act, including their
recommended priorities for which specific populations should be served.

* Sec. 3. PRELIMINARY DETERMINATIONS; FISCAL ANALYSIS OF PROPOSED
PROGRAM CHANGES. (a) Based on the written reports, including the priority
designations, received under sec. 2(b) of this Act, the Department of
Health and Social Services shall make a preliminary determination of which
options and waivers it plans to apply for. The department shall, by
January 15, 1992, submit to the legislature a report estimating the fiscal
effect of implementing the particular options and waivers for-' which it
plans to seek approval from the federal government under this Act. The
report must include for each population group for which approval for an
option or waiver w ill be sought

(1) a description of the group and its geographical distribu-
tion, including the number of persons to be served in each geographical
area;

(2) the specific types of services to be provided under the
option or waiver;

(3) the cost to the state of implementing the option or waiver,
including administrative costs, the cost of services to be provided under
the options or waivers, and other affected Medicaid program costs; Che

report must specifically address whether use of the option or waiver will

Sb0334b -3- SB 334(efd am)
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result in the provision of services to a newly eligible population not
previously receiving Medicaid services; and
(4) the cost to the state of serving the group and other affect*
ed Medicaid program cost3 if the option or waiver is not approved and
implemented, including administrative costs and the costs of services that
would be provided in the existing health care delivery system without using
the option or waiver.
(b) During the process of developing the applications that would be
submitted to the federal go ernment for its approval under this Act, reli-

able inform ation should become available to substantiate the costs of

implementing home and community-based options and waivers. The legislature
acknowledges that reliable information on this subject is not currently
available, although long-term cost avoidance is lik e ly because home and
community-based services w ill help slow the rate of growth in the need for
construction of additional nursing home beds and help persons avoid insti-
tutionalization. Therefore, it is the legislature's intent that fiscal

notes prepared for this Act shouldreflect only the costs of researching,
w riting, negotiating, and obtaining approval of the applications to the
federal government and the costs of preparing the fiscal analysis required
under (a) of this section. E stim ates of program implementation costs,
including the costs of services, should be made only after comprehensive
data is available. ,

Sec. 4. FINAL DETERMINATION; APPLICATIONS FOR OPTIONS AND WAIVERS.
(a) After legislative review during the Second Session of the Seventeenth
Alaska State Legislature, and before September 15, 1992, the Department of
Health and Social Services shall apply to the Secretary of Health and Human
Services for permission to use home and community-based options and waivers
that may be approved under 42 U.S.C. 1396n(c) - (d) and other federal laws

for developmentally delayed <children, developmentally disabled persons,

SB 334(efd amj -4~ SB0334b
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disabled adults, and older Alaskans, especially those for whom the depart*
ment determines that but for the provision of the services the persons
would require the level of care provided in a hospital, nursing facility,
or intermediate care facility for the mentally retarded, the cost of which
could be reimbursed under the federal Medicaid program. When determining
which options and waivers it will apply for under this subsection, the
department shall consider the priorities recommended by the Governor®
Council for the Handicapped and Gifted and the Older Alaskans Commission
and the specific budgetary authority and policy directives set by the
legislature.

(b) In its process of seeking permission to use options and receive
waivers under (a)of this section, the Department of Health and Social
Services may seekto provide all appropriate services allowed by federal
law that are consistent with the needs of the population groups for which
the department intends to provide services under the options and waivers.

(c) While preparing applications required under (a) of this section,
the Department ofHealth and Social Services shall consult with® the Cover-
nor % Council forthe Handicapped and Gifted and the Older Alaskans Commis*
sion. In addition, 60 days before submitting applications to the Secretary
of Health and Human Services, the department shall deliver a copy of the
proposed applications to the council and the commission for their review
and comment. The department shall consider comments made by the council
and commission and amend the applications as considered appropriate by the
department before submitting them to the Secretary of Health and Human
Services.

(d) The Department of Health and Social Services may submit more than
one application under this section if not. than one group of persons could
be effectively served by home or communlty*based options or waivers consis*

tent with (a) of this section and the requirements of 42 U S.C. 1396n(c) -

SBL334b -5- SB 334(efd am)



(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 federalgovernment for
the use of options and waivers described in this Act; and

(2) all three agencies V/ill cooperate with each other 1in 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, 1in 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 Iis
likely to result in developmental delay described 1in (A) of this
paragraph; or

(C) are at risk of having substantial developmental delays
as described in (A) of this paragraph if 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

iB 33Mefd am) -6- SB0334b
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combination o* mental and physical impairments;

(B) is manifested before the person attains age 22;

(©) is likely to continue indefinitely;

(@) results in substantial functional limitations in three
or more of the following areas of major [life activity: self-care,
receptive and expressive language, learning, mobility, self-direction,
capacity for independent living, and economic selfFsufficiency; and

(E) reflects the person®s need for a combination and se-
quence of special, interdisciplinary, or generic care, treatment, or
other services that are of [lifelong or extended duration and are
individually planned and coordinated;

(3) "disabled adult™ means a person 18 years of age or older who
is eligible for Medicaid under federal regulations and is unable to engage
in any substantial gainful activity by reason of a medically determinable
physical or menta®" impairment that can be expected to result in death or
that has lasted or can be expected to last for a continuous period of at
least 12 months;

(4) "older Alaskans™ has the meaning given in AS 47.65.060,
except that it includes only older Alaskans who are eligible for Medicaid

under federal regulations.

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

SB0334h -1- SB 334(efd am)
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FISCAL NOTE
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Tide: at. R~lat-inr: tr>...dirp.cting BRU: Medical Assistance Administration

t-hp np.part-_mpnt of Health and,.
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Requestor: Ilehl.In?

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY o1 FY 92 FY 93 FY 94 FY 95 FY 9
PERSONAL SERVICES ~ 148.8 203.7 210.4
TRAVEL 10. 6 4.9 4.7
CONTRACTUAL 2if .0
SUPPLIES n.: 6 S
EQUIPMENT it “o- e

LaND A STRUCTURES
GRANTS. CLAIMS

MISCELLANEOUS
TOTAL OPERATING  466.0 432.5 440.5
CAPITAL -0- -0-
REVENUE -0 - -0- -0-

FUNDIN'G: (Thousands of Dollars)

GENERAL FUND 233.0 216.2 220.3
FEDERAL FUNDS 233.0 213.3 230.2
OTHER

TOTAL 466.0 432.5 440. 5
POSITIONS:

FULLTIME 5 S 5
PART-TIME

TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

FY90 Impact-None.

This is the TOTAL Fiscal Note for SB 334; including RSA"s with The Older
Alaskans Commission and The Governor®s Council on the Handicapped and Gifted

for their activites. Funding is 50% federal financial participation and 50%
state general fund match. # /0

Ttepartd *y AuS<-N - Ptmn* e«  465-3355
Division : Medical Assistance | J . January 22. 1990
Approved by Commissioner: / llzzA 'C

Agency Pepartment ot Healtii and Social Services
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Requestor
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Detail of Fiscal Note on SB 334
FY91 OPERATING

RSA
RSA Older
Medical Governor's Alaskans
Assistance Council Commission
100 Person/.1 Services
.75 PFT Health Planner 111 (R21) 46.8
1.5 P.'T Research Analyst 111 (R18) 80.7
,75 TFT Clerk Typist Il (F.8) 21.3
2 PFf Health Planner Il (R19) 58.0 58.0
Sub-Total 148.8 58.0 58,0
200 Travel 10.6 15.4 10.0
300 Contractual
O ffice Space, Risk Management,
telephone, etc. 52.6 15.6 29.0
FOCUS: N ational Association of 6.0
State Units on Aging computerized
projection of adult functional
disabilities based on the 1980
census.
Consultant Fees Including Travel 14.0 6.0
RSA's
Older Alaskans Commission 110.0
Governor's Council H & G 110.0
Sub-Total 278.6 29.6 35.0
400 Supplies 6.0 1.5 15
500 Equipment
Microcomputer hardware and software 16.0 4.0 4.0
Desks, chairs, etc. 6.0 1.5 1.5
Sub-Total 22.0 5.5 5.5
TOTAL FY91 OPERATING 466.0 110.0 110.0
FUNDING:
50% Federal Financial Participation 233.0

50% State General Fund Match 233.0



100 Personal Services

Detail of Fiscal Note on SB 334
FY92 OPERATING

1 PFT Health Planner 111 (R21)

2 PFT Research Analyst 111 (P18)

1 PFT Clerk Typist 11l (R8)

2 PFT Health Planner Il (R19)
Sub-Total

200 Travel

300 Contractual

O ffice Space, Risk Management,

telephone, etc.

RSA

Older

Alaskans Commission

Governor's Council H & G

Sub-Total

400 Supplies

TOTAL FY92 OPERATING

FUNDING:
50%
50%

Federal Financial Participation

State General

Fund Match

RSA
RSA Older
Medical Governor's Alaskans
Assistance Council Commission
63.6
110.7
29.3
60.0 60.0
203.7 60.G 60.0
4.9 5.7 5.7
54.7 13.5 13.5
82.0
80.7
217.4 13.5 13.5
6.5 1.5 1.5
432.5 80.7 80.7
216.3
216.2



Detail of Fiscal Note on SB 334
FY93 OPERATING

RSA
RSA Older
Medical Governor's Alaskans
Assistance Council Commission
100 Personal Services
1 PFT Health Planner 11 (R21) 66.2
2 PFT Research Analyst Il (R18) 114. 4
1 PFT Clerk Typist 11 (R8) 29. 8
2 PFT Health Planner 11 (R19) 61.7 61.7
Sub-Total 210.4 61.7 61.7
200 Travel 4.7 4.4 4.4
300 Contractual
O ffice Space, Risk Management,
telephone, etc. 56.8 13.5 13.5
RSA
Older Alaskans Commission 81.1
Governor's Council H & G 81.1 _
Sub-Total 218.9 13.5 13.5
400 Supplies 6.5 1.5 1.5
TOTAL FY93 OPERATING 440.5 81.1 81.1

FUNDING:
50% Federal Financial Participation 220.2

50 State General Fund Match 220.3
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Department of Administration
Older Alaskans Commission
Draft Revision 1/19/90

Detail of Fiscal Note on SB 334

FY 91
100 Personal Services

1 PFT Health Planner Il (Range 19) Juneau $ 58,027
200 Travel 10,000

Includes as one-time expenses:

One 2-week visit to a Medicaid Home Care
Waiver State to study state and local
operations (2.0), a Medicaid expert’s

travel to Alaska to consult for 5 days (2.0).

300 Contractual Services
Includes as one-time expenses: 35,000
Public seminar on Home Care Options for all
disabled groups covered by SB 334 (9.0),
printing of report from OAC (6.0,) and
Medicaid expert/iconsultants (6.0)

400 Supplies 1.500

500 Equipment 5.500

Includes as one-time expenses:
Computer, desk, etc. _

FY 91 TOTAL: $110,027



January 8, 1990 SENATE JOURNAL p- 1984

SB 334

SENATE BILL NO. 334 by Senators Uehling, Fahrenkamp, Duncan,
Sturgulewski, Faiks, Halford, Rodey and Jones, entitled:

"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."

was read the first time and referred to the Health,
Education and Social Services Committee and the Finance

Committee.

January 16, 1990 SENATE JOURNAL p. 2111

SB 334

Senator Eliason moved and asked unanimous consent that he be
shown as a co-sponsor on SENATE BILL NO. 334 (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). Withouc
objection, it was so ordered.

January 18, 1990 SENATE JOURNAL p. 2135
SB 334

Tha Health, Education and Social Services Committee

considered SENATE BILL NO. 334 (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) and a majority of the committee
recommended do pass. The report was sighed by Senator
Fischer, Chair and concurred in by Senators Jones and

Duncan. Senator Adams signed "no recommendation."”



SB 334 conltd

Two fiscal notes from Department of Health and Social
Services and a fiscal note from Department of Administration

published today.
SENATE BILL NO. 334 was referred to the Finance Committee.

January 22, 1990 SENATE JOURNAL p. 2166

SB-33A

The Finance Committee considered SENATE BILL NO. 334 (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) and a majority
of the committee recommended do pass. The report was signed
by Senator Uehling, Co-Chair, and concurred in by Senators
Zharoff, Duncan, Frank, Pearce and Fischer.

Fiscal notes from Department of Health and Social Services
and Department of Administration published today.

SENATE BILL NO. 334 was referred to the Rules Committee.

January 22, 1990 SENATE JOURNAL p. 2172

S3 374

Senator Zharoff moved and asked unanimous consent that he be
shown as a <co-sponsor on SENATE BILL NO. 334 (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). Without

objection, it was so ordered.



January 24, 1990 SENATE JOURNAL p.- 2205

SB-334.

Senator Pourchot moved and asked unanimous consent that he
be shown as a <co-sponsor on SENATE BILL NO. 334 (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). Without

objection, it was so ordered.



Uehling

SECTIONAL ANALYSIS
SENATE BILL 334(efd-am)

The following is a sectional analysis of SB 334, a bill
which directs the Department of Health and Social Services
to seek approval for certain options and waivers under the
federal medicaid program.

In general, the b ill requires DHSS to coordinate the
application with information obtained from the Older
Alaskans Commission and the Governor's Council on Gifted and
Handicapped.

The b ill was amended on the Senate Floor. The amendment
changed the effective date from July 1, 1990 to immediately
under AS 01.10.070(c).

Section 1

Subsection (a-b) provides a descriptive basis for
mandating a medicaid operated home care program.

Subsection (c) names the Department of Health and Social
Services as the lead agency for preparing the federal
application after taking into consideration priorities
recommended by the Older Alaskans Commission and the
Governors Council for the Handicapped and G ifted.

Section 2

Subsection (a) describes preliminary research activities
to be coriucted by the Governor's Council for the
Handicapped and Gifted, and the Older Alaskans Commission.

Subsection (b) sets June 1, 1991 as the deadline for the
submission of a written report to DHSS and the Legislature
to detail the results of the activities in Subsection (a)

above.

Section 3

Subsection fa) directs the Department of Health and Social
Services to submit a report to the Legislature by January
15, 1992 which estimates the cost of implementing
particular options and waivers for which it plans to seek
approval from the federal government under this Act.
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Sectional Analysis
Senate B ill 334(efd-am)

'ubsection (b) defines the costs to be used by the
administration in preparing the fiscal note for this bill
as those necessary for the researching, writing,
negotiating and obtaining approval of the application to
the federal government and the costs of preparing the
fiscal analysis under this section.

Section 4 provides for Legislative review of the
applications for options and waivers prior to submission by
the Department of Health and Social Services. This section
also directs DHSS to consult with the Governor's Council for
the Handicapped and Gifted and the Older Alaskans Commission
during the preparation of the applications.

Section 5 requires the Department of Health and Social
Services, the Governor's Council for the Handicapped and
G ifted, and the Older Alaskans Commission to prepare an
interagency agreement for carrying out this Act.

Section 6 sets out the definitions in this Act for
"developmentally delayed children", developmentally disabled
person"”, "disabled adult", and "older Alaskans".

Section 7 <creates an immediate effective date.
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POSITION PAPER

SENATE BILL 334

For an Act entitled: "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 devel-
opmentally delayed children, devel-
opmentally disabled persons, dis -
abled adults, and older Alaskans;
directing other agencies to assist
in that process; and providing for
an effective date.”

This Act directs the Department of Health and Social Services,
the Governor's Council for the Handicapped and G ifted, and the
Older Alaskans Commission to enter into an interagency agree-
ment to work toward preparing reports and fiscal analysis to
be provided to the Legislature for the purpose of obtaining
Medicaid-funding for services and waivers to provide access to
home and community based care for the classes of individuals
described in the | 's title .

The Act establishes guidelines including a timeframe in which
the Department must conduct research, analyze recommendations
of the Older Alaskan's Commission (OAC) and the Governor's
Council for the Handicapped and Gifted (GCHG), prepare a
detailed fiscal analysis, and write and subnit state plan
amendments and waiver requests.

During FY91, the Department's efforts w ill be directed toward
staff training, creation of a project plan, consultation with
experts, research in federal and state law and regulations,
creation of a data base of potential clients and existing
services, and public meetings to obtain information on service
needs and expectations.

In FY92 the Department w ill prepare draft waiver requests,
Medicaid State Plan Amendments, and a fiscal note analysis as
specified in Section 3 of Senate B ill 334. This w ill require

on-going research and planning including coordination with the
Older Alaskan's Commission and the Governor’'s Council for the
Handicapped and G ifted and the Health Care Financing Adminis-
tration.

In FY93 the Department will finalize waiver requests and state
plan amendments that have been funded by the Legislature.
These will be sent to the Governor's Council for the Handi-
capped and Gifted and Older Alaskan's Commission by July 15,
1992. After consideration of any recommendations from the

Governor's Council for the Handicapped and Gifted or the Older
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Alaskan's Commission the Department w ill submit the waivers
and state plan amendments to the Health Care Financing Admin-
istration by September 15, 1992. State plan amendments are
generally approved within 90 days of submission. Once
approval is certain the Department w ill begin implementation.

The average length of time between submission of a waiver
request to the Health Care Financing Administration and final
approval is approximately 9 months. In FY94 the Department
would bo implementing the waiver.

Department Position

The federal Jlaws governing the Medicaid Program have been
undergoing rapid change and will Ilikely <continue to change
especially in the area of long-term care. It is critically

important for the Department to stay current on the laws
affecting Medicaid services and waivers and to assist in
positioning the state to take advantage of federal financing
opportunities in regard to the classifications of individuals
targeted under Senate B ill 334.

SB 334 provides a process by which the DHSS, OAC and Gover-
nor's Council can act together to recommend to the Legislature
the most appropriate home and community based Medicaid options
and waivers. The Department of Health and Social Services
supports SB 334.

RECOMMENDED:
Kim Busch
Director
Division of
Medical Assistance
DATE |- 12-90
APPROVED
Myrlifn. Munson
Commissioner
Department of Health
and Social Services
DATE:
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POSITION PAPER
ON SENATE BILL 334

Senate B ill 334, the Home Care B ill, will commit the State to a
two year process of planning and applying for federal Medicaid
programs to pay for home and community based support services for
the elderly, and disabled adults and children who need such
services to avoid placement in nursing homes or other

institutions.

Alaska is almost the only state that does not now use Medicaid
dollars for home care programs for functionally disabled
citizens. Many states use a combination of Medicaid "optional
services" and a Home Care "Waiver" to complete the continuum of
care available to persons with disabilities.

Although institutional care will always be needed for some
clients, a range of "home and community care" Medicaid programs
can be used by the state to provide less costly and higher
quality-of-life alternatives to nursing homes for many people.
Home care optional services assist family caregivers to extend
the time when a frail senior or other disabled family member can
stay at home, or avoid nursing home placement altogether.

Over thirty other states now use Medicaid to augment medical care
for the elderly with "social" services to support home or
community care. These include services such as adult day care,
in-home respite care, hospice care, homemaker and home health
service, case management, and adult foster care.

Older Alaskans have very limited or no access to these types of
services; only a few of these options are available through OAC
services to the elderly, and only in a few towns. What services
do exist are fragmented, provided by six different state agencies
(or their local contractors), and there is no one entry point to
home care, nor any one person who allocates the care resources
among those in need or helps to coordinate the different services
to make an overall effective care package for the family and
client. When a person is 85, rail, ill, and home-bound, dealing
with six bureaucracies is an o erwhelming burden— perhaps fhe
most important optional Medica d service Alaska could start would
be managed care, or "case manajemont" of home service for the

most frail and disabled.

SB 334 authorizes the OAC and he Governor’'s Council for the
Handicapped and G ifted to each conduct a yoar of research into
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the needs of their populations, and by June, 1991 to issue a
report recommending the best combination of Medicaid services for
the populations each represents.

The Medical Assistance Division of the Department of Health and
Social Services is mandated by SB 334 to respond to the OAC and
GCHG reports with cost studies and its own recommendations for

the 1992 Legislature. If the 1992 Legislature approves the
plans, the State would submit applications to the federal Medical
agency by late 1992. Services would be phased in, starting in
1993

SB 334 instructs the three agencies, Medical Assistance, OAC, and
the GCHG to coordinate their work through an inter-agency
committee. The three agencies are already planning a "team"
approach to this multi-year project, and have tried to coordinate
their fiscal notes in such a way as to use one-half federal

Medicaid dollars to fund the project.

The Older Alaskan3 Commission strongly endorser SB 334. Alaska

must seek all available federal dollars to help fill the serious
gaps in Alaska's "continuum" of care for the elderly and
disabled. Although the Medicaid programs w ill not serve all

seniors, a base of Medicaid dollars to fund home and community
services would free other state resources for similar services to
moderate income, at-risk elderly living at home.

Although Alaska earlier made bold initiatives to set up Pioneers’
Homes and the Longevity Bonus to assist seniors who wish to stay
in the state, Alaska has not kept up with the state-of-the-art in
elder (or disabled) care in other stui.es. As a state, Alaska has
not yet responded to the strong desire of seniors to stay at home
as long as possible— a desire repeated in every senior survey and
demonstrated by the current ages of admission to the Pioneers'
Homes, where the average age upon entry is over 80.

Many, many A’askan seniors are looking for a reassurance that

home care or community assistance will be there when they neod
it. In addition to the Older Alaskans Commission endorsement of
this bill, the Legislature will find support from the Alaska

chapter of the American Association of Retired Persons and the
Older Persons Action Group. The OAC is also sure that most local
senior groups will support this bill, as the Commission is
constantly informed by seniors throughout the state of the
pressing need for home and community caro.
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this subchaptcr) can obtain medical carc services (other than in emer-
gency circumstances) if such restriction docs not substantially impair
access to such services of 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 of adequate quality where medically

necessary.

(3) to share (through provision of additional services) with recipients
of medical assistance under the Stale plan cost savings resulting from
use by the recipient of 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 with the reimbursement, quality, and utilization standards
under the Slate plan, which standards are consistent with access, quali-
ty. and efficient and economic provision of covered care and services, if
such restriction does not discriminate among classes of providers on
grounds unrelated to their demonstrated effectiveness and efficiency in
providing those services.

© 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 of 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 of carc lo individuals with respect to whom there
has been a determination that but for the provision of such services the indi-
viduals would require the level of carc provided in a skilled nursing facility
or intermediate carc facility "he cost of 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 of indi-
viduals provided services under the waiver and to assure financial ac-
countability for funds expended with respect lo such services.

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

0) 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.
N
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for an evaluation of 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 of care provided in a skilled nursing facility or intermediate care
facility are informed of the feasible alternatives, if available under the
waiver, at the choice of such individuals, to the provision of 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 will provide to the Secretary annually, consistent with a
data collection plan designed by the Secretary, information on the im-
pact of the waiver granted under this subsection on the type and
amount of medical assistance provided under the State plan and on the

health and welfare of recipients.

(3) A waiver granted under this subsection may include a waiver of the
requirements of section 1396a(a)( 1) of this title (relating to statcwideness)
and section 13%a(a)(l0) of this title. A waiver under this subsection shall
be for an initial term of three years md. upon the request of 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) limit the individuals provided benefits under such waiver to indi-
viduals with respect to whom the State has determined that there is a
reasonable expectation that the amount of medical assistance provided
with respect to the individual under such waiver will not exceed the
amount of 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 of carc. which are subject to the approval of 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

(@ 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 of such waiser. and such request shall be
deemed grant'd unless the Secretary denies such request in wrumg within
40 days after the date of its submission to the Sccrctarv

2
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(c) Monitor of implementation ol waivers; “ermlnatlon
of waiver for noncompliance; report

(0] 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.

® Time limitation for action on requests for plan
approval, amendments, or waivers

A request to the Secretary from a State for approval of a proposed State
plan or plan amendment or a waiver of a requirement of this subchapter
submitted by the State pursuant to a provision of this subchapter shall be
deemed granted unless the Secretary, within 90 days after the date of 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.
After 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 XXL 82175(b). 95 Stal 809. and amended Aug. 13. |9%l. Pub L 97-35. Title
XX1. 882176. 2177(a)- 95 Stal 812. 813. Sept. 3. 1982. Pub L. 97-248. Title L
8137(bH19)(A). (20H25). 96 Stal 380. Jan 12. 1983. Pub L 97-448. Title Il
$ 309(bM 17). 96 Slat. 2409 )

Historical Note

Coadification. In the original of suhsec. (¢c) cnsi of following "may include as medical
(1), "this subchapter" read "'hi» pari"  assistance’ under such pljn"
However, since this subchapter does noi con- Suhsec (cH2lib) HhL 97-248 * 1-7(b)
lam pan designations bui does coniain provi- tfd<sipnaled cxMing pr0s.Mons as cl.
sions Tor approval of a Stale plan. "Urn'pan"  (I) jnd (||, jnd jddc( j (|Fi)|)
waseditonall) translated as "this subchapter"
as ,he probable mien, of Congress

1983 Amendment. Subsec (CH2mB*
I. 47-448 substituted in leal following cl. (ml
"need for such skilled nursing facilu> or in-  uMIO) of section 1396a"
termediaie care facility services" for "need forSubsec )c)(4) PubL ,7 248> $ ,,7(b)

such services (24). subshtuied "suhseciion” for "section”.

. "ok ]
12_3[). suosiiluied S(Pecq?orlT 1396a(aMI) o]T_7t$s>
Pub  nile” for “subseciion laXl) of lhis section”
j»d "section 1346au)<I0>" for "subseciion

1982 Amendment. Subsec. (bl Pub L
9 -248. § 137(bHI9KA_2. struck out and sec-
non 1396b<m) of this title" following "seclion

1396a of this title"
Subsec (bKI) PubL 47-248.$ 137(h)

(201. inserted "pn rw.->care" preceding
case-managcment sssiem". am) subsntu.ed

"medical cate sers.ces for "primary care ser-
“Icx

Subsec IsMIl  Pub 1  97-248,6 137|b)
(21). mseried "payment fit pari or all of ihc

Subsec t0 PubL 47-248. ft 137(hiv5l.
inserted "approval o f preceding "a proposed
$(J.e plan -

1981 Amendment. Subsec. & PubL
<37:35. § 2)76(2). added sutwec (c) Former
subsec tc) was redesignaied 1d)

S(jbw (J) PubL 97_,7 *
r-fMgBal<- fom,fr >ubw ,,, as (d_jnd m
subsec (d) as so redesignated inserted “(other
than a waiver under subsecnon (c) of ihis »ec.
nonl’
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(B)  under euch reitriction, Individual* eligible for medical aaiiatance for
luch services have rouonable scct*s (taking Into account geographic loca-
tion and reaaonable travel time) to auch icrvicei of adequate quality.

(b) Walvtn to promote eoet-effeetiveneea and efficiency

The Secretary, to the extant he finda it to be coat-effectivs and efficient and not
inconiiatent with the purpose! of thia eubchaptar, may waiva euch requirements of
eection 1896a of thij title u may be naceeeary for a State—

[See main vdue/or text of (1) to U)J

No waiver under thia eubeection may reetrict the choice of tha individual In receiving
eervicee under eection 1896d(aX4XC) of thia title.

T A A

Xg}ﬁ” tures for certain dltabled petlenu: coordinate eerr e eu etltutlo of partle-

(1) The Secretary may by waiver provide that a State plan approved under thia
eubchaptar may include u "medical uiltance” under auch plan payment for part or
all of the coet of home or communlty-haaed eervicee (other than room and board)
approved by the Secretary which are provided punuant to a written plan of care to
individuate with reepect to whom there hat been a determination that but for the
proviaion of auch eervicee the individuals would require the level of carc provided in
a hoepita] or a (killed nursing facility or intermediate care facility the coet of which
could be reimbursed under the State plan.

(2) A waiver shall not be granted under this subsection unless the State provides
assurances satisfactory to the Secretary that—

[See main vaurefor text of (A)]

<B) the State will provide, with respect to individuals who—

() are entitled to medical assistance for inpatient hospital, skilled nursing
facility, or intermediate care facility services under the State plan,

[Seemom vaurefor text of (i) and (Hij

for an evaluation Of the need for such inpatient hospital, such skilled nursing
facility or intermediate care facility services;

(C) such individuals who are determined to be likely to require the level of
care provided in a hospital or skilled nursing facility or intermediate cart facility
are informed of the feasible alternatives, if available under the waiver, at the
choice of such individual*, to the proviiion of 'npatient hospital services or
skilled nursing facility or tntsrmediate care facility eervicee;

(D) under such waiver the avenge per capita expenditure estimated by the
State in any fiscal year for medical assistance provided with respect to euch
individuals does not exceed 100 percent of the avenge per capita expenditun
that the State reasonably estimates would have been made in that fiscal year for
expenditures under the Stale plan for such individuals if the waiver had not
been granted; and

[See main vaurefor text of (E)J

(S) A waiver granted under this subsection may include a waiver of the require-
ments of section 1396e(aXl) of thie title (nlating to etatewideneu), section
1396a(aX10XB) of this title (nlating to companbility), and eection
1396a(sX10XCXiXI-1I) of this title (relating to income and resource rules applicable in
the community). A waiver under this subsection shall be for an initial term of three
yean and, upon the request of e State, ehall be extended for additional five-year
periods unless the Secntary determines that for the previous waiver period the
assurances provided under ptngnph (2) heve not been met A waiver may provide,
with reipect to post-eligibility treatment of income of all individual! receiving
aervicea under that waiver, that the maximum amount of the individual'* income
which may be disregarded for any month for the maintenance netda of the Individual
may be an amount greater than the maximum allowed for that purpow under
regulations in effect on July 1. 1985.
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(4) A waiver granted under this subsection may, consistent with paragraph (2)—
[Se man vdurefor text of (A)

(B) provide medical assistance to individuals (to the extent consistent with
writ*in plena of care, which are subject to the approval of the Slate) for case
mansgement services, homemaker/home health aide services and personal care
services, adult day health services, habitation services, respite care, and such
other services requested by the State u the Secretary may approve and for day
treatment or other partial hospitalization services, psychosocial rehabilitation
services, and clinic services (whether or not furnished in a facility) for individu-
als with chronic mental illness.

(6) For purposes of paragraph (4KB), the term "habilitation services”, with respect
to individuals who receive such services after discharge from a skilled nursing
facility or intermediate cars facility—

(A) means services designed to assist individuals in acquiring, retaining, and
improving the self-help, socialization, and adaptive skills necessary to reside
successfully in home and community bued sittings; and

(B) includes (except as provided in subparagraph (C)) prevocatioral, edu-
cational, and supported employment services; hut

(C) does not include—
(I)  special education and related services (as defined in section 1401(16),
(17) of Title 20, which otherwise are available to the individual through a
local educational agency; and

(i) vocational rehabilitation services which otherwise are available to the
individual through a program funded under section 730 of Title 29.

(6)  The Secretary may not require, as a condition of approval of a waiver under
thia section under paragraph (2XD), that the act al total expenditures for home and
community-based services under the waiver (and a claim for Federal financial
participation in expenditures for the services) cannot exceed the approved estimates
for these services. The Secretary may not deny Federal financial payment with
respect to services under such a waiver on the ground that, in order to comply with
paragraph (2XD), a State has failed to comply with such a requirement.

(TXA) In making estimates under paragraph (2XD) in the case of a waiver that
applies only to individuals with a particular illness or condition who are inpatients in,
or who would require the level or care provided in, hospitals, or in skilled nursing or
intermediate care facilities, the State may determine the average per capita expendi-
ture that would have been made in a fiscal year for those individuals under the State
plan separately from the expenditures for other individuals who are inpatients in, or
who would require the level of care provided in, those respective facilities.

(B) In making estimates under paragraph (2XD) in the case of a waiver that
applies only to individuals with developmental disabilities who are inpatients in a
skilled nursing facility or intermediate care facility and whom the State has deter
mined, on the basis of an evaluation under paragraph (2KB), to need the level of
aervicea provided by an intermediate care facility for the mentally retarded, the
State may determine the average per capita expenditures that would have been made
in a fiscal year for those individuals under the State plan on the basis of the average
per capita expenditures under the State plan for services to individuals who are
inpatients in an Intermediate care facility for the mentally retarded, without regard
to the availability of beds for such inpauenu.

(8) Tha State sgency administering the plan under this subchspter may, whenever
appropriate, enter into cooperative arrangements with the State agency responsible
for administering the program for children with special health care needs under
subchspter V of this chapter in order to assure improvtd access to coordini™d
services to meet the needs of such children.

(I In the case of say waiver under thia subsection which contains a limit on the
number of individuals who shall receive horns or community-based services, the State
may substitute additional individuals to receive such services to replace any individu-
als who die or become Ineligible for services undtr the State plan.
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(10)  The Secretary shall not limit to fewer thin 200 the number of individuals in

the State who may receive home and community-baaed services under a waiver
under this subseciion.

(d) Home and community-based xrrlcti for the elderly

(1) Subject to paragraph (2), the Secretary shall grant a waiver to provide that a
State plan approved under this subchspter shall include as "medical assistance"
under such plan payment for part or all of the cost of home or community-based
services (other than room and board) which are provided pursuant to a written plan
of care to individuals 65 years of age or older with respect lo whom there has been a
determination that but for the provision of such services the individuals would be
likely to require the level of care provided in a skilled nursing facility or intermediate
care facility the cost of which could be reimbursed under the State plan.

(2) A waiver shall not he granted under this subsection unless the Stale provides
assurances satisfactory to the Secretary that—

(A) necessary aifeguarda (including adequate standards for provider partic-
ipation) have been taken to protect the health and welfare of individuals
provided services under the waiver and to assure financial accountability for
funds expended with respect to such services;

(B) with respect to individuals 65 years of age or older who—

() are entitled to medical assistance for skilled nursing or intermediate
care facility sendees under the State plan,
<ii) may require auch services, and
(il) may be eligible for such home or community-baaed services under
such waiver,
the State will provide for an evaluation of the need for auch skilled nursing
facility or intermediate care facility services; and

(C) such individuals who are determined to be likely to require the level of
care provided in a skilled nursing facility or intermediate care facility are
informed of the feasible alternatives to the provision of skilled nursing facility
or intermediate care facility services, which such individuals may choose If
available under the waiver.

Each State with a waiver under this subsection shall provide to the Secretary
annually, consistent with a reasonable data collection plan designed by the Secretary,
information on the impact of the waiver granted under this subsection on the type
and amount of medical assistance provided under the State plan and on the health
and welfare of recipients,

(3) A waiver granted under this subsection may include a waiver of the require-
i enu of section 1396a(aX|> of this title (relating to statewideness), section
396s(aX10XB) of thia title (relating to comparability), and section
1396a(aX10XCXiXIU) Of thia title (relating to income and resource rules applicable in
the community). Subject to a termination by the Sta. ‘'with notice to the Secretary)
at any time, a waiver under this subsection shall be for an initial term of 3 years and,
upon the request of a State, shall be extended for additional 5-year periods unless
the Secretary determines that for the previous waiver period the assurances provid-
ed under paragraph (2) have not been met A waiver may provide, with respect to
poet-eligibility treatment of income of all individuals receiving services under the
waiver, that the maximum amount of the individual's income which may be dis-
regarded for any month is equal to the amount that may be allowed for that purpose
under a waiver under subsection (c) of this section.

(4) A waiver under this subsection may, consistent with paragraph (2). provide
medical assistance to individuals for case management services, homemaker/home
health aide services and personal care services, adult day health services, respite
care, and other medical and social services thst can contribute to the hea'th and
well being of individuals and their ability to reside in a commumty-bar.-d care
setting.

(SMA) In the case of a Stele having a waiver approved under thia s.Ssection,
notwithstanding any other provision of section 1396b of this title to the corn «ry, the
total amount expended by the State for medical assistance with respect to skilled
nursing facility services, intermediate care facility services, and home and communi-
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ty-baaed service* under the State plan for individual* 65 years of age or older during
a waiver year under this subsec’-., .nsy not exceed the projected smount deter-

mined under subparagraph (B).

(B)  For purposes of subparagraph (A), the projected amount under thia subpara-
graph is the sum of the following:

() The aggregate amount of the State's medical assistance under this sub-
chapter for skilled nursing facility services and intermediate care facility servic-
es furnished to individuals who have attained the age of 65 for the base year
increased by a percentage which is equal to the lesser of 7 percent times the
number of years (rounded to the nearest quarter of a year) beginning after the
base year and ending at the end of the waiver year involved or the sum of—

(1) the percentage increase (based on an sppropriate market-baaket index
representing the costa of elements of such services) between the beginning
of the base year and the beginning of the waiver year involved, plus

(I1) the percentage increase between the beginning of the base year and
the beginning of the waiver year involved in the number of residents in the
State who have attained the age of 65, plus

Mil) 2 percent for each year (rounded to the nearest quarter of a year)
beginning after the base year and ending at the end of the waiver year.

() The aggregate amount of the State's medical assistance under this
subchspter for home And community-baaed services for individuals who have
attained the Bge of 65 for the baae year increased by a percentage which is
equal to the lesser of 7 percent times the number of years (rounded to the
nearest quarter of a year) beginning after the base year and ending at the end
of the waiver year involved or the aum of—

(D the percentage increase (based on an appropriate market-basket index
representing the costs of elements of such services) between the beginning
of the base year and the beginning of the waiver year involved, plus

(1) the percentage increase bhetween the beginning of the base year and
the beginning of the waiver year involved in the number of residents in the
State who have attained the age of 65, plua

(1) 2 percent for each year (rounded to the nearest quarter of a year)
beginning after the base year and ending at the end of the waiver year.

(1) The Secretary shall develop and promulgate by regulation (by not later

than October 1, 1989)—
2 method, based on an mdex? agpropnz?tela/oweg §ed indicators_ of

chan es | tﬂe W?eg s and prices of the mix o nd services, which
comprise pot HI ershng acllit serwces an ?terme |!]ate care facli #ty
services (regardless of the sourc LPgment 0r auch_services), 1or
projecting the percentage increaae for purposes of clause (IXD;

(11) a method, based on an index of appropriately weighted indicators of
changes in the wages and prices of the mix of goods and sendees which
comprise home and community-based services (regardless of the source of
payment for such services), for projecting the percentage increase for
purposes of clause (iiXl); and

(111) a method for projecting, on s State specific basis, the percentage
increase in the number of residents in each State who are over 65 years of
tge for any period.

The Secretary shall develop (by not later than October 1, 1989) a method for
projecting, on a State-specific basis, the percentage increase in the number of
residents in each State who are over 75 years of sge for any period. Effective
on and after the date the Seci v promulgates the regulation under clause (iii),
any reference in this subparagrapii to the "leaser of 7 percent" shall be deemed
to be a reference to the "greater of 7 percent™.

(Iv) If there is enacted after D cember 22. 1987, an Act which amends this
title and which results in an increase in the sggregate amount of medical
assistance under this utle for nursing facility services and home and community-
based services for individuals who have attained the age of 65 years, the
Secretary, at the request of a State with a waiver under this subsection for a
waiver year or yean and in close consultation <ih the State, shall adjust the
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projected amount computed under thia subparagraph for the waiver year or
years to take into account such increase.

(C) In this paragraph;

() The term "home and community-baaed semes" includes services de-
scribed in sections 1896d(aX7) of this title and 1395d(aX8) of thia title, services
described in subsection (cX<XB) of thia section, services described in paragraph
(4), and personal care service!.

(LIX1) Subject to aubclause (I1), the term "baae year" meane the moat recent
year (ending before December 22, 1987) for which actual final expenditures
under thia subchspter have been reported to, and accepted by, the Secretary.

(1) For purposes of subparagraph (C), in the case of a State that does not
report expenditures on the basis of the age categories described in such
subparagraph for a year ending before December 22,1987, the term "baae year"
means fiscal year 1989.

(1) The term “intermediate care facility services" does not include services
furnished in an institution certified in accordance with section 1395d(d) of this
title.

(SKA) A determination by the Secretary to deny a request for a waiver (or
extension of waiver) under this subsection shill be subject to review to the extent
provided under section 1316(b) of this title.

(B)  Notwithstanding any other provision of this chapter, if the Secretary denies a
request of the State for an extension of a waiver under this subsection, any waiver
under this subsection in effect on the date such request is made shall remain in
effect for a period of not less than 90 days after the date on which the Secretary
denies such request (or, if the State seeka review of auch determination in accord-
ance with subparagraph (A), the date on which a final determination is made with
respect to such review).

(c) Walrtr for children Infected with AIDS or drug dependent at birth

(IXA) Subject to paragraph (2), the Secretary shall grant a waiver to provide that
a State plan approved under this subchaptet shall include as "medical assistance”
under such plan payment for part or all of the cost of nursing care, respite care,
physicians' services, prescribed drugs, medical devices and supplies, transportation
services, and such other services requested by the State as the Secretary may
approve which are provided pursuant to a written plan of care to a child described in
subparagraph (B) with respect to whom there has been a determination that but for
the provision of such services the infanta would be likely to require the level of care
provided in a hospital or nursing facility the cost of which could be reimbursed under
the State plan.

(B)  Children described in this subparagraph are individuals under years of age
who—

(I) at the time of birth were infected with (or tested positively for) the
etiologie agent for acquired immune deficiency syndrome (AIDS),

(1) have such syndrome, or
(1) at the time of birth were dependent on heroin, cocaine, or phencyclidine,

and with respect to whom adoption or foster care aasistance is (or will be) made
available under part E of subchapter IV.

(2) A waiver shall not be granted under thia subsection unless the State provides
assurances satisfactory to the Secretary that—

(A) necessary safeguards (Including adeouate standards for provider partic-
ipation) have been taken to protect the health and welfare of individuals
provided services under the waiver and to assure financial accountability for
funds expended with respect to such services;

(B) under such waiver the average per capita expenditure estimated by the
State in any fiscal year for medical utiatar.ee provided with reipect to such
individuals does not exceed 100 percent of the average per capita expenditure
that the State reasonably estimate* would have been made in that fiscal year for
expenditures under the State plan for such individual* if the waiver had not

been granted; and
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MEDICAID:MEDICAL ASSISTANCE P PROGRAM

Purpote

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 FY 1989-90 were issued by HCFA on October 27, 1988). The Medicaid
program isadministered by a state"s "single state agency," and the agency must
operate under a Medicaid state plan approved by the Secretary of the Department
. ofHealth and Human Services and comply with all federal regulations governing
aid and medical assistance to the needy.

Eligibility

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 ifthey are listed
in the state Medicaid plan. In some cases, ifa 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 3 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 NASMRPD ; and Harriet Fox of
Fox Health Policy Consultants



MANDATORY COVERAGE

AFDC Recipients

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 AFDC 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 AFDC 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 tobe AFDC recipients for purposes of the Medicaid
program and are eligible for benefits.

"Qualified” Pregnant Women and Children

Pregnant women and children up to age 7 (or age 8 at state option® who meet the
financial requirements of the state AFDC plan (or would be eligible for AFDC ifthe
state AFDC 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 AFDC 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 Women and Children

Effective July 1989, all pregnant women and infants (up to age 1) whose family
income isup 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).

SS1

In all but 13 states, all children (including adopted children) and oth »raged, blind,
and persons with disabilitieswho 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, New Hampshire, North Carolina, North Dakota, Ohio,
Oklahoma, and Virginia.

When 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, ifa child is institutionalized a full calendar
month, the parent 3 income isnot 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.



OPTIONAL COVERAGE

Children Receiving State Supplement

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.

Medical ly 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 3 Medicaid plan.
Federal regulations require that a state set its medically needy income standards no
higher than 133% of tsAFDC payment standard. AFDC income limits and
"medically needy" income limitations vary by state. In 1987, medically needy levels for
a family of four varied from $267 inTennessee 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 AFDC 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 AFD C cash assistance prior to placement.

Pregnant Women and Children

This options includes all pregnant women and infants up to age one, whose family
incom™ isunder a state established threshold that does not exceed 185% of the federal
poverty lewel, and incrementally on an annual basis to children up to age 8 whose
family income does not exceed 100% of the federal poverty lewel. 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 woman isdetermined 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 lewel, 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 criteriaand who are receiving services through an approved
home and community-based waiver or through a model waiver program.



Service* covered

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

e In and out-patient hospitalization;

e laboratory and X-ray;

m skilled nursing home for persons over age 21;
e home health services for persons over age 21;
e rural health clinic services;

e nurse midwife services iIn those states where midwifery is licensed or
allowed by law;

e family planning;
e physician; and

e 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. Ifa 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.

OT special interest is the fact that every state must provide EPSDT services to
Medicaia eligible children under age 21. The Congressional Research Service
(1988) describes this program.



The EPSDT program isdesigned 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 3 Medicaid program must (1) inform all eligible
children about EPSDT services, (2) provide screening and diagnostic
services, and (3) provide treatment to correct or ameliorate any discovered

health problems.

Each state must provide, ata minimum, the followingEPSDT services:
assessments of health, developmental, and nutritional status; unclothed
physical exan 4fons; immunizations appropriate for age and health
history, apprtvision, hearing, and dental services found necessary

by the screening....

States are permitted to provide services to children under EPSDT 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 3 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, ifhome 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 may impose on covered services render rtpractically
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.



RECENT LEGISLATIVE CHANGES

Tax Equity and Fiscal Responsibility Act of 1982 (TEFRA)
Purpose

TEFRA allows states to amend their Medicaid state plans to provide regular
Medicaid services (but not non-medical support services) toa Il 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.

Eligibility

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 iIs
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 covera ||
children with disabilities who meet the criteriaon a statewide basis, whether or
not they are institutionalized. The number of children that the amendment will
actual ly affect depend."" on the restrictiveness of the state 3 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.

Services Provided

Persons made eligible under the TEFRA 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 3
Medicaid program and the willingness of states to expand Medicaid options.
TEFRA 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 inconjunctionwitha TEFRA amendment.

State Participation

As of 1988, only 22 states have amended their state Medicaid plans to add
the TEFRA-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 Omnibus Budget Reconciliation Act of 1985 (COBRA B85)

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 isdenned 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 3 plan,
federal financial participation in the cost of targeted case management services is
made available at the state 3 regular federal asoistance percentage. Case
management can be targeted to specific populations without having tomeet
Medicaid "statewidenesa" or comparability provisions. The group may be identified
fryage, 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
medical ly 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

i with Medicaid programs that impose durational limits, (p. 330)

Omnibus Budget Reconciliation Act of 1988 (OBRA 1988)

As of January 1988, all residents of federally funded nursing homes who
have mental retardation or developmental disabilities must be screened to
determine ifthey 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).



MEDICAID: WAIVERPROGRAMS

HOME AND COMMUNITY BASED WAIVER

Purpcte

Thia program (sometimes refe.Ted to as "2178 waivers' baaed on 1ts
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 ofhome 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 itsapplication, a state must designate which
types of rervices rtwishes to cover, how the services are to be covered, the target
populations for the services, eligibility requirements, and other assurances. Tnere
isno limiton the number ofwaivers 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.

Eligibility

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

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

~Monalized; or to particular individuals forwhom the Medicaid cost of

i HCB 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 3 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 isreferred 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.



The *300% ruleMay be used for persona who, because of excess income, are
not eligible for SSI; would be eligible for Medicaid ifinstitutionalized; and will
receive the HCB services. A state may employ the 300% rule (or a variation
thereof) onlv to the extent itapplies a similar sfc-idard to determine eligibility for
institutional ly-based services, (i.e. income levels for waiver services canbe no more
generous than for institutional services). The SSI payment for a couple inJune
1989 is $553 per month. The 300% rule therefore allows eligibility for a couple
with income up to $1,659 per month.

Unlike a TEFRA 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 ofa family 3 income to a discrete population.

Servicesprovided

States may provide services under the Home 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, (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
walver recipient; a state is not required to meet medicaid "statewideness" or
"comparability” Tequirements; and a state may authorize Medicaid services itdoes
not coyer under the state plan. Where 1tcan be shown to be cost effective, the
waiver may also be used to pay for an individual 3 private insurance premiums.
Recent amendments to the waiver include employment related services and
supported employment as allowable HCB services.

Restrictions on W aiverPrograms

In adopting Section (1915)(c) of the Social Security Act, Congress mandated
that a state must demonstrate that the average annual per capita costs ofHCB
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 FinancingAdministration (HCFA) promulgated a complex formula,
designed to assure that a state™s proposed HCB waiver program was cost-effective.
The essence of this foi aula is that, inorder to gain HCFA 3Sapproval of tsHCB
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.

HCFA 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, HCF A requires that a state demonstrate that: () 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. HCF A 3waiver request/renewal process includes
considerable negotiation concerning projected long-term care caseloads. In the
end, the projected caseload constitutes a ""cap™ on a state 3 utilization of long-term
care services on behalf of the target population. If, with awaiver, a state failed to
effect a reduction in long term hospitalization, HCFA would question the
effectiveness of the program.

As a consequence, the HCB waiver program isan 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 itsHCB
waiver program. Consequently, an HCB waiver program isnot immediately
expandable due to increased recipient demand. Federal review criteria also place a
large premium on the deactivation of state institu onal beds inorder to expand
waiver services. Finally, the HCFA formula itselfcreates a substantial financial
disincentive to offering lower cost services to waiver recipients. The wailver
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 explainingwhy in-home services typically do not command a significant
share of HCB wailver spending in most states.

State Participation

Presently 39 states operate HCFA-approved HCB 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 Swaiver program that could play a
role in meeting the needs of children at home requires an examination of the
particular state 3 waiver program provision.



MODEL WAIVERS

Purpvte

The so-called ""Model Waiver™ option was developed by HCFA to create a
streamlined process for a state to offer home and community-based services (under
Section 1915(c) of the Social SecurityAct) 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 isno substantive difference between the
model and the "2176" waiver program. The chiefdistinguishing 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 isgenerally
oriented™to serving children living at home. Until the passage of OBRA-87 1n
December, 1987, HCF A restricted the size ofModel Waiver programs to no more
than 50 individuals. Under OBRA-87, Model Waivers serving up to 200
individuals are now permitted. A statemay propose to operate two or more model
waiver programs ana may operate a model waiver in addition to or in lieuofa
regular section 2176 waiver. Ifa state already has a 2176 waiver, the model
waiver application form permits the state to avoid repeating some material in its
request.

Eligibility

Model Waiver eligibility criteria parallel those employed for the 2176 home
and community-based waiver program. HCFA encourages a state to utilize the
Model Waiver mechanism when itisseeking to cover a relatively small number of
individuals. In addition, where coverage of children livingat home is desired,
HCFA 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 itisseekingHCFA approval ofa "regular'" HCB waiver

program application.
Servicet Provided
While a state may propose to include an array of medical and non-medical

services in a Model Waiver program application, HCFA guidelines urge states to
restrict Model Waiver programs toa 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.



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.

Other Notet

In most instances, states have employed the Model Waiver program to extend
Medicaid coverage to relatively discrete, low*incidence target populations. Since
utilization ofhome 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 toadd TEFRA 134
coverage under the state Medicaid plan. Like "regular®Wwaiver 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 ifthe institutional
costs that would be incurred in the absence of a waiver are differentially higher
than settings such as an ICF/MR.

WAIVER PROGRAM FOR "BOARDER BABIES™
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 al low states to provide services
to such children, as well as to any children with AIDS, who (&) are under
age 5, (i0) are receiving or are expected to receive federally funded adoption
or foster care assistance, and (i) 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 iIs
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 FAOUTOS 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 FACHITES 0.0 0.0 0.0 3,227.6 3,805.1
m C W NOHAALITY 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
CZmAL RELIEF MEDICAL
GRM HOSPITAL 4.617.4 2,396.4 2,974.3 3.098.0 4,069.5
GRM PHYSICIANS SERVICES 2.119.5 740.4 949.9 1,088.6 1,045.8
CRM OTHER SERVICES 4,612.0 3,371.2 4,626.7 3.523.1 1,233.7
CRM TPL RECOVERY 0.0 0.0 6.9 4.1 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
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06-0ul-89



ACCT

CATEGORY OF SDT/ICZ

MEDICAID

800
803
805
807

809

811

MEDICAID HOSPITALS
Inpatient Hospital
Inpatient Psych Hospital
Outpatient Hospital
Outpatient Surgical Centers
TOTAL M. HOSPITALS

PFEKH RSA

TPL Recovery Contract

MEDICAID STATE FACILITIES

802
890
895

815
816

820
821
822
824
825
826
827
828
329
830
831
832
835
836
837
838
839
840
841
842
860
861

Inpatient Psych - API
Harborviev ICF/HR
Harborviev 1 d

TOTAL MEDICAID STATE FACILIT

MEICAID PHYSICIAN SERVICES
Physician Services

Rural Health Clinics

TOTAL M. PHYSICIAN SERVICES

MEDICAID OTHER

Other Services

Speech Language Therapy
Mental Health Clinics

Hone Health Care
Transportation

Glasses Non-EPSDT

Family Planning
Laboratory & Xray
Medicaid Pharmacy
Hysterectomy

Abortion

Sterilization

Physical Therapy
Occupational Therapy

Proa. Devices-Hedical Equip
Part B Buy-In

Hearing Services/Equipment
Adult Dental

Personal Care

Chiropratlc
Disability/Blindness Coze
Disability Determination RSA
TOTAL M. Oma SERVICES

DIVISION CF MEDICAL ASSSTANCE

Prior Year Btpendicures

FY 86 Fy 87 FY88
ACTUALS ACTUALS ACTUALS

16,295.1 17,619.7  27,275.0

3,412.9 3,438.5 4,995.0

176.2 226.6 328.0

19,884.2 21,284.8  32,598.0
0.0 353.6

139.4

IES

10,908.4  11,393.7 18.066.2
97. 83.7 116.2
11,006.0 11,477.4 18,182.4

[op}

52.8 52.2 82.8
84.8 86.3 79.0
1,909.7  2,253.5  3,248.1
59.5 87.9 172.5
1,653.0  1,597.8  2.370.5
650.0 606.2 790.7
135.6 123.6 112.6
96.7 90.6 27.5
96.5 367.8 183.3
0.0 1.5 3.2
133.4 352.3 562.1
156.4 167.0 189.3
51.9 55.7 101.4
287.1 339.4 529.2
535.4 517.2 834.9
2.6

0.0 24.0 581.7
0.0 231.8 616.9
0.0 103.5 399.7
4.1

[Ey

5,902.8 7,113.3  10,892.

FY89
ITD

FY90

ACTUALS Authorized
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846
850
351
852
854
855
857
858
859

812

870
871
872
875

880
881
882

MEDICAID EPSDT
Labratory & X-Ray
Other Services
EPSDT RSA

EPSOT Dental Care
EPSDT Physician
EPSDT Glasses
Therapy

Pros. Devices-Medical Equip
EPSDT Transportation
TOTAL M. EPSDT

TPL Recovery Contract

MEDICAID NURSING HCMES
Nursing Hone Skilled
Nursing Home Intermediate
Nursing Heme Hope ICF MR
Nusring Home Interim Payment
TOTAL M. NURSING HCKES

MEDICAID INDIAN HEALTH SEPYICE
IMS Clinic

IBS Inpatient

IHS Outpatient

TOTAL M. IHS

TOTAL ALL MEDICAID SERVICES

0.1
0.5
1,336.9
1,689.3
53.9
0.1
0.0
0.0
256.6
3,337.4

2,385.2
19,788.1
2,T70.6
0.0
£1,943.9

126.2
894.0
773.6
1,793.8

66,868.1

1,342.3
2,546.6
49.4

202.3
4,140.6

4,122.5
17,572.8
3,748.6
102.9
25,5468

313.7
3,487.2
1,155.1
4,956.0

74,518.9

1,370.
2,369.
52.

263.
4,056.

61.
2,629.
21,012.

3,195.

26,836.

398.
2,935.
1,567.
4,902.

97,668.
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1,370.7 2,781.
2,124.0 2,495.
133.3 91.
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0.0 0
214.9 326.
3,844.0 5,656.
22.5 104.
3,611.5 2,848.
26,478.0  25,810.
4,340.4 3,327.
4.6 1,636.
34,434.5  33,623.
245.4 377.
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1,984.1 1,388.
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GQERAL RELIEF MEDICAL

900
905

930

939
940
941
942
943
944
945
946
947
948
950
951
955
956
957
958

910

GRM HOSPITAL
Inpatient Hospital
Outpatient Hospital
TOTAL GRM HOSPITAL

GRM PHYSICIANS SERVICES

GRM OTHER SERVICES

CRM Other Services
Pharmaceuticals XIX
Pharmaceuticals GRM
Transportation

Dental Care XIX

Dental Care GRM

Other Services

Glasses & Hearing Aids
Pro* Device-Medical Qjuijmen
Therapy

Independent Lahe

Nursing tome Care

Family Plannug

Abortion XIX
Sterilizaticn (ALL OTHER)
Abortion GRM

TOTAL GRM OTHER SERVICES

TPL Recovery Contract

TC7TAL ALL GRM SERVICES

CA1ASIRIFHIC ILLNESS

ALASKA LCNGEVTIY BCNUS H_H.

P 4l irs tsi.

4,009.8
607.6
4,617.4

2,119.5

10.2
2,327.8
248.6
128.0
671.6
231.7
0.0
106.3
31.9
44.8
9.0
595.6
9.3
167.3
4.6
25.3
4,612.0

11,348.9

513.7

0.0

PZRMENANT FUND DIVIDE?® HCLD HARMLESS
809 PTO told Harmless fcn-Fadlity

810 FTO told Harmless Facilities

TOTAL PTO HOLD HARMLESS

TOTAL MEDICAL ASSISTANCE

78,730.7

v <C.ng

2,218.9
177.5
2,396.4

740.4

2,544.9
84.8
66.0
2.2
50.5

2.2
8.9
1.6
2.0
268.5
0.5
262.8
1.5
25.8
3,371.2

6,508.0

0.0

19.5

2,929.3
45.0
2,974.3

949.9

0.1
3,781.1
103.2
85.0
10
23.6

0.8

12

0.1

3.9
219.4
1.1
376.6
12.9
16.7
4,626.7

6.9

8,557.8

0.0

675.3

647.1
93.3
740.4

3,094.0
4.0
3,098.0

1,088.6

0.0
2,658.3
104.7
98.6
0.0
19.7
0.0

46.
10.
3,523.

7,713.8

1,001.3

199.5
710.7
910.2

3,889.9
179.6
4,069.5

1,045.8

0.0
0.0
142.4
85.5
0.0
0.0
0.0
0.0
0.0
0.0
0.0
519.7
1.4
440.3
0.0
44.4
1,233.7

36.0

6,385.0

1,236.6

567.5
732.5
1,300.0

81,400.0 107,642.4 129,408.2 142,671.2
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AS OF : IQVEHOER 30.

FACiiirr
COROOVA HOSPITAL LTC
OEHAIl CENTER (Fairbanks)
HERITAGE PLACE (Soldotna)
ISIAMO VIEW MANOR (Ketchikan)
KOTZEBUE SEFIIOR CITIZEM CARE! CTR.
KOOiAX ISIANO HOSPITAL LTC
HART CONRAO CENTER (Anchoragej
OUR LAQY OF COMPASSION (Anchorage)
PETERSBURG HOSPITAL LTC
QUYAANA CARE CENTER (Nc«c)
SOOROOUGH PUCE (Valdez)
SOULIE PENINSULA HOSP. LTC (Honor)
ST. ANN 3 NURSING HONE (Juneau)
WESLEYAN NURSING HONE (Sewardj
WRANGELL GENERAL HOSPITAL Lie
SWING 8EOS fAcute to LTC):
CENTRAL PEN. HOSPITAL (Soldotna)
SEWARO GENERAL HOSPITAL
SIIKA COMMUNITY HOSPITAL
VALDEZ COMHUNITV HOSPITAL
VALLEY HOSPITAL (Palner)
* - beds certified ICF only.

** - includes VA. private cav.
insurance, and other.

HEOICAIO
PER O1EH
RATE
$282.85
161.08
219.1
232.28
198.08
211.34
232.56
168.80
251.13
222.09
176.74
234.77
195.95
130.72

262.43

*e

177.51
177.51
177.51
177.51
1/7.51

TOTAL:

muon/i NO. ,inu

iionto

CERTIFIEQ
CAPACITY HEOICAID/GRH
PLACEMENTS
SHF/  SUING
ICF BEOS ICE SHF
10 4 10 0
101 0 8 _V12 *
45 0" 23 0
46 0 iy
9 0 5
19* 4 17 0
66~ 0" 83 n/a
224 w128 si
i4 i 12 w
15 "o " 14 n/a
16* 0 13 n/a
18 0 4 * 0
45 0 29 io
66 0" 44 0
14 4 6 i
0 4 0 0
0 2 0 0
0 2 0 0
0 4 2 0
0 4 0 0
740 442 76

|
otioUb

NOFI-OHA
PLACEMENTS
HEOI - *x
CARE  OTHER
n/a 0
8 ®

- £,
0
) ’

0 0
0 2
n/a 2"
13 "24°"
0 2

nfa ..0

*o¥ eil

n/a 3
n/a i
...... 22
- O - 2
n/a 4
0" 4
0 0
1 0
0 0
0 1
1 0
25 69

KAREN HARJZ

TOTAL
CEMSUS

10
74
28

30

6 ™

19

"'65

14

14

16

41

48

- WOm O

612

VACANT
OEOS

4
27
.7

16

0"

W N - A

126

X
OF

PAGE I OF 2

OCCUPANCY
TOTAL BEQS

OVERALL HEOICAIO

71X 71X
73X 50%
62X Six"
65% 54%
67% 67%" "
83% " 74X
*C /o - Y-t

98% -~ 9SX
96X 80%
78% 67%
93% " " "93%
100X 81%
83x " 78%
91% 8/x
73% * 67%
61X 39X
IS g Kk

0X [0):4
SOX oX

0X 0X
75X SOX
25% (0).4
83X 70X

OLVISION OF HEDICAI AuSICIHIC—o7) 561-7171



ICF/MR AMD 1HH CENSUS
AS OF: HOVEHBER 30. 1989 PAGE 2 Of Z

CURRENT OCCUPANCY

\ HEOICAIOQ
PER OIEH CERT IFIEO imOER OVER NON- TOTAL VACANT

PSYCHIATRIC BEOS RATE BEOS TOTAL 22 65 HEOICAIO CENSUS BEOS
ALASKA PSYCHIAFRIC IFISTITUTE 274.28 160 18 14 4 70 88 72
Anchorage

. % Vv v "y EsVLe | el o™ o
CHARTER NORIH HOSPITAL /A 60 15 is 0 24 39 Zl
Anchorage
- W ;- e ° o \ ofille _ )\ v
NORTH STAR HOSPITAL N/A A 7 7 0 15 22 12
Anchorage
PER OIEH  CERT IF1FO HON* TOTAL VACANT
ICF/HR 8EDS RATE BEOS HEOICAIO HEOICAIO CENSUS BEOS
HARBORY IEV OEVELOPHEHTAL CENTER 302.00 64 59 0 59 5
Valdez
v *\]V.y..
HOPE COTTAGES 261.49 40 40 0 40 0
Anchorage
LZhsf&i
KAREN HARIZ 1 OowWE

DIVISION OF KEOICAL ASSISTANCE _7j>0/j 5GI-ZI171



MEMORANDUM State of Alaska

G f Bo missssoner Joh M. Andrews date. February 2, 1989
artment of Administration
FILE NO:
THRU:  James J. Fox Deputx Commissioner
Department of Administration TELEPHONE NO.  465-4400
from Barbara Bafthong Director . subject: Pioneers’ 8 Jesupancy. Report
Division 0 neers: Benefits ecem er g hrotgh
Department of Admlmstranon January 26, 19
Available Beds Not Total Occupied Beds 4 Occupancy of
Available Beds Available Beds
R R2 N m 1 m R R N this mo. last mo.
SIT AS * 39 84 2 41 77T 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 83 208 92 92
KTN 19 * 28 47 2 0 49 7 * 28 45 96 96
JUN 20 * 32 5 2 0 54 8 * 31 49 % 9
TOTAL 271 47 286 599 16 45 660 239 40 281 560 93 94
ADMITTANCES 01SOURCES DEATHS IN-HOUSE TRANSFERS
R R2 N r R N R R2 N R-R2 R2-R R-N N-R  R2-N N-R2
SIT 0 * 2 0 * r 1 0 2 *o e 1 1 * oo
0 * 0 0 * 0 1 * 0 *oox 1 0 *
VJ?PHR 0 2 3 0 * 0 0 0 4 2 1 0 0 > ¢
ANC 1 0 O 0 0 0 0 1 2 0 O 0 0 0 0
KTN 0 * 0 0 * 0 0 * 0 * oo 0 0 e
JUN 0 * 0 0 * 0 0 * 1 ** 1 0 * o
TOTAL | =2 5 o o [ 2 1 Y 3 T 3
Anal ting In-House Transfer Waiting List
R-R2 R2-R R-N  N-R RO mh N-mi2 R R2 N -
SIT * * 0 2 * * 10 * 4 14
FBX * * 14 0 * e 7 * 18 25
PHR 0 0 0 0 1 0 2 2 29 33
ANC 4 0 2 0 0 0 0 2 53 55
KTN * * 0 0 * e 12 * 10 22
JUN * * JO 0 * e 47 * 18 65
ATOTAL 4 0 16 2 7 0 78 4 132 24
)] Stipend Infirmary Beds Residents receiving Nursing
R R2 N - Days Residents a/residents #/hours
SIT 2 * 5 7 31 4 37
FBX 2 * 17 19 35 2 30 375
PMR 0 o0 14 4 0 0 0 0
ANC 1 1 21 23 104 5 79 512
KTN 1 * 8 9 21 2 17 106
JUN 0 = 8 21 4 J 16
TOTAL 6 [ 73 8 212 17 164 1675

/>,

(J *R mResidential cere level
R2 mResidential 1l cere level
N mSkilled Nursing level
I wmInfirmary Beds
V' mVacant beds due to renovation/construction
mNot applicable
C/8901
»0il*
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INTRODUCTION

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.

CCPED has served more than 5,000 elderly

and disabled individuals inNew Jersey since

October 1. 1983.

The intent of this report s 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 1issues that have been
raised by program participants, we can plan
more effectively and responsibly for the fu—
ture.



LOOKING

BACK-

HISTORY AND EVOLUTION OF CCPED

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:

e 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—
iIng homes, but rather one oriented toward
helping families care for their kin. ltwas an
effort on the part of New Jersey to provide
a full continuum of care so that individuals
could have access t 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 iIn 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.

CCPED was initiallyapproved inJune 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 Trtle 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
athome 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 fwst phase of CCPED began iIn seven
counties on October 1, 1983. with nine coun—
ties added on October 1, 1984, and the firal
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
elght 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 3 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 Com —
pany &.:rd<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 ina 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 t
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 toa 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 lewels of
care).

Co«t-Share Requirement*

Federal regulations required that all recipi—
ents shared iIn 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 t0 $367.25 a month in 1986.

up to an additional $75 per client for mainten—
ance costs so that more individuals could
choose CCPED as an altemative to nursing
home care. With assistance from New Jersey
Senator Bill Bradley through the mechanism
of an amendment to the Consolidated Om —
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 t
$150 for maintenance, plus medical and re—
medial expenses from their income before
paving the cost-share for CCPED.

Eligibility Requirements
The eligibility criteriafor CCPED in 1982 were
as follons:

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

e Individuals had to be 65 or over. 0R de—
termined disabled under the Social Secur —

ity Act and receiving Social Security dis—
ability payments. AND Dbe eligible for Medi —
care.

e Individuals had to meet Medicaid s skilled
or intermediate nursing home lewel of care



requirements (even though the choice was
home care).

e Individual incomes had to exceed the SSI
community standard up t the institutional
cap ($1,008 as of 1/1/86), or individuals
had to be ireligible 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) indetermin—
ing eligibility.

e 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.

e 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:

e 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.

e 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.

e Services for 10% of the CCPED slots could
cost up ™ 100% of Medicaid nursing home
costs, rather than 70%. For example, an
Intermediate Care Fecility (ICF) Level A at
70% was $985.98 and at 100%, it was
$1,408.55, allowing an additional $422.57
 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 t 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 leel In
Year Three, the cost of serving the CCPED
recipient was only one-third of what itwould
have been ina nursing home. $3,889 ascom —
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

We 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.



APPLICATION AND

The owerall 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
Iive at home in the community, alone or with
others; iIn 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.

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 1o
the applicant, and Inaccordance with existing
policies and procedures, determines the ap —
plicant™s financial eligibility. The information
regarding income and resource isverified as
well as other eligibility factors such as age,
residence and citizenship. The CBSS/CWA
also determines the applicantS maximum
cost-share ligbility and ensures that disability
has been determined ifthe applicant isunder
65 years of age.

Medicaid District Office (MDO)

When the applicant has been determined

financially eligible for CCPED. a referral is
made to the MDO serving the county of resi—
dence. A Medicaid Regional Staff Nurse and

Medical Social Care Specialist visit the appli—
cant to assess the lewel 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

ENROLLMENT

Specialist. If the applicant has been de—
termined to be medically in need of care and

the cost of home care t be reimbursed by

Medicaid s projected to not exceed the In—
stitutional service cost-cap established for
the individual, the applicant s 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 cliett’s
needs. The case manager then assists the
client in securing services approved in the
service plan. The cliett's needs and service
program are continuously monitored by the
case manager while the client remains in
CCPED.

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 utilizatin, quality as—
surance, and other service issues follow.

Case Management

Each CCPED recipient receives case man —
agement services from a case manager
based ina 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



manager, either a nume or a social worker
can be employed.

Included in the responsibilities of the case

manager arc assessment of the cliet, 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 *heeds 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-
sisance 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 iIn some instances

aides are unable to get t a clielt’'s home
provide the services.

The New jer ?y Department of Human Ser—
vices and Dehartment of Health have formed
an interdepartmental task force t 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. Itis 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 ttal payments in the third year.

Homemaker service provides both basic per—
sonal care such as bathing, grooming and

dressing, and household tasks such as ligit
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



1983. Required to meet Division standards,

they also were trained in the billing process

and, In tum, developed a new set of rela—
tionships with MDOs 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 affiliatd

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 italso provides

needed socialization and peer contacts.

Social Adult Day Care

Social Adult Day Care emphasizes social and
recreational activities ina 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—
fors 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 inCCPED. They also
require a Medicaid provider agreement.

Respite Care

Respite Care is a temporary service offered
on an as needed basis to relieve fanilies car—
ing for individuals ?¢ home. Itcan be provided
athome by a homemaker/homo health aide.

employed by approved agencies or in nurs—
ing homes by fecilitieswhich 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 fecilities 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 iIn 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 o
obtain health services. This service Is
provided by traditional Medicaid approved
medical transportation providers, using, for
example, imnvalid coaches, or by vehicles
provided through the county welfare agen—
cies Medicaid-funded transportation pro—

grams.



LETTERS OF

We have received numerous unsolicited let-
ters from families of clients sent to case man-
agement sites and to the Division of Medical
Assistance and Health Services (DMAHS).

The following are excerpts from these letters.

TO: Bergen County Board ot Social
Services, October 20, 1986 .
TO WHOM IT MAY CONCERN:

"My mother was a recipient of the CCPED
Program for almost three years. She passed
away on August 22, 1986, but she died in her
own home, which is what she wanted. She
was 87 years old and was terrified (as | think
most older people are) of not being able to
take care of herself and having to go to a
nursing home. Your Program enabled her to
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SUPPORT

stay in her own home and her own surround-

and for that | very grateful."

ings. am very,

TO: Passaic County Board ot Social

Services, November 13, 1986.

"Il want to re-emphasize what | expressed to

you in our recent telephone conversation

concerning my very deep appreciation for

your many kindnesses.

There is little question in my mind that you
went out of your way to be helpful to my
mother and my sister, in assisting them in

their needs. In a day and age when the gen-
eral public is oftentimes critical of those who
serve in the public sector. | can attest to the

fact that you personify, in the highest sense,



a dedicated public servant who has a deep
concern for the public citizen.”

1987 .

TO: wmcos s

Nursing, Inc.. January 30.

behalf of and myself, we

to express our appreciation and

"On my mother
would like
gratitude regarding the CCPED program, and
to you. in particular, for your continued guid-

ance and help.

As you well know, this program has enabled
my elderly mother to remain at home, in fam -
iliar and comfortable surroundings and still
receive the care and attention so vital to

someone of ninety-one.

The case management has been thoroughly
whether it be on a medical,
level.

professional,
financial or emotional

You have always been there 'in the wings"”
ready to help . thank you for the program

and thank you for being part of it."

TO: pivision of Medical Assistance & Health
Services. Office of Home Care
Programs . November 25, 1986 .

"My father-in-law became an active partici-
pant in the Community Care Program for the
Elderly and Disabled on November 19. 1986.
| would like to express our appreciation for

his acceptance into tne program.

| was very impressed by. and wish to ac-
knowledge with deep appreciation, the very
courteous and efficient manner in which we
were interviewed by your staff. Each one was

friendly, warm and interested.

Thank you not only for your assistance but
also for this very positive experience in

human services."

TO: The Administrator of the DMAHS ,
Office of H ome Care Programs from a
Regional sSstaff Nurse employed in a

Medicaid District Office.

"Since |l have started doing reassessments on
my assigned CCPED cases. | have found the
clients to be happy and improved physically
and mentally.

It was heartwarming to me. particularly when
| saw arecipient yesterday that | had not seen
in a year. She looked so much better and was
friendly ano chatty. Last year, when | saw her.
| doubted that she would be able to be kept
at home.

This proved to me that this orogram really
works The family is pleased with the services

and only ask that they stay the same.

Three cheers for CCPED!"

POPULATION SERVED

The following is an analysis of data com piled

on population served during the first three

years of CCPED. representing 4.075 recipi-
ents.

Sex

Of the 4.075 clients served. 76% were
females; 24% were males (Chart 3).

Age

The numbers of individuals served over

age 65 increased from 80% to 87% from 1983
to 1985. with the preponderance ofthe recipi-
ents in the 75-84 age group. It is interesting
to note that a sizeable group, an average of
27% . were over the age of 85 in 1985. (Chart

4).

All three years of the program reflected a
is felt that CCPED's
discouraged the

age picture. It
limited service package
younger disabled who need more extensive
service coverage and were better accommo-
dated under Medicaid's Home and Com-
munity-based Services Waivers for Blind or
Disabled Children and Adults, known as
Medicaid's Model Waivers.

similar

Race

Race variations as illustrated m Chart 5 ap-
peared to be unusual to staff, until they were
compared to the population in New Jersey
nursing homes. Seventy-nine percent of indi-
viduals served unaer CCPED were white, with

17% black recipients, and 2% Hispanic re-



cipients in 1985. Medicaid residents in nurs-
ing homes in 1986 were 84% white. 10%
black and 1% Hispanic, revealing that the
racial variation of the population enrolled in
both programs was similar.

Living Arrangements

Other characteristics of CCPED recipients
were examined. Chart 6 shows the living ar-
rangement of enrollees. The largest number.
39.4%. resided with adult children. 30.3%
lived alone. 23.2% lived with a spouse and
7.1% had other arrangements, such as living
with a sibling, friend, or other relative. Since
the support network is so important in this
program, the availability of an adult child or
spouse provided the needed support for the
limited service received under CCPED. The
fact that about 1/3 of the recipients lived
alone, although difficult to accept by con-
cerned professionals, attests to the strength
of the freedom of choice given to all individ-
uals electing this program. Many persons re-
fused to enter nursing homes, despite the
unavailability of family and the Ilimitation of
services. However, a number of these
w'loners'™* did have friends or children who
lived nearby and looked in on the recipient

on a regular basis.

Income Level and Cost Share

Income levels of CCPED clients as seen in
Chart 7 were restricted by the eligibility re-
quirements of the program. Whereas most
(45%) had incomes from $368 to $521 a
month, a considerable number (26%) had
higher incomes, from $522 to $899 a month
and lower incomes (27%) under $367 a
month (yet were ineligible for regular Medi-
caid because of spousal or parental in-
comes). Few had incomes which exceeded
$900 a month, although the maximum in-
come eligibility was $1,008 a month. The pri-
mary reason for this can be attributed to the
cost-share liability requirement. All recipients
were required in accordance with Federal
regulation to share in the cost of care. The
cost-share was determined by deducting a
standard maintenance allowance plus medi-
cal and remedial expenses from the client's
gross income. Those clients with high in-
comes had a high cost-share. thereby dis-
couraging participation in the program.
Those individuals would purchase services
directly rather than through CCPED.

Diagnosis

Primary diagnoses of CCPED recipients are
illustrated in Chart 8. The most common
physical problem was a circulatory disorder,
found in 49% of the population served. Re-
maining disorders, occurring at equal dis-
tribution, were difficulties with nervous sys-
tem. respiration, metabolism, musculo-
skeletal problems, cancer and mental dis-
orders. All disorders appeared to not only be
reflective of the elderly population in the pro-
gram, but descriptive of a similar population
residing in long-term care facilities. There-
fore. this information appeared to confirm the
appropriate targeting of the popuiation.

Level of Care

Federal regulations require that clients
served under CCPED must require a level of
care provided in a nursing home, although
they may choose to remain home with ser-
vices. (See Attachment A for a description of
the three levels of nursing home care.) Chart
9 clearly demonstrates that CCPED is attract-
ing the appropriate population. The level of
care of individuals served under CCPED over
the three years compares favorably to the



Medicaid population served in New Jersey
nursing homes. Note that in Year One. 16%
of CCPED clients were assessed Skilled
Nursing Facility (SNF) Level compared to 8%
of patients assessed SNF in nursing homes;
59% of CCPED clients were assessed Inter-
mediate Care Facility (ICF) A level compared
to 69% ICFA patients in nursing homes, and
25% CCPED clients were at Intermediate
Care Facility (ICF) B level compared to 23%
ICFB patients in nursing homes. All three
years indicated there was great similarity be-
required by CCPED
Since

tween the levels of care
recipients to those in nursing homes.
the same level of care criteria was utilized by
Medicaid Medical Evaluation Teams to de-
termine medical eligibility for CCPED and for
nursing home placement, itis concluded that
CCPED has indeed appropriately targeted in-
dividuals who without home and community-
based care would have been candidates for

nursing home admission.

that the indi-
in some in-

As an added note, it appeared
viduals served in CCPED could
stances have been sicker than those served
in nursing homes, since the SNF percentages
are considerably higher in the CCPED popu-
lation.

Termination

Chart 10 delineates the principal reasons for
termination from CCP iD. With the majority of
clients m the age group of 75-84, having nu-

merous chronic illnesses and matching pa-
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tients who are institutionalized, it is under-

stanaable that termination from CCPED re-
sults from death or admission to a nursing
home.

Length of Stay on Program

Chart 11 illustrates the length of time clients
remained on CCPED. Although considered a
long term care services program, it is
interesting to note that 59.8% were served in
CCPED under six months. Very few, 17.1%,
remained on CCPED over a year. The frailty
of the attributed to a
shortening of program involvement.

population served

Payment of Services

Charts 12-14 demonstrate the change in pay-
ments made for services over the three years.
There was a noticeable growth in funds ex-

homemaker services. All other

pended for

service expenditures remained about the
same. Total payments grew from almost
$700,000 in Year One to more than $8.5

million in Year Three as the program became
better known and served a larger population

statewide.

Chart 15
Chart 15 compares expenditures under
CCPED to nursing home expenditures.

Although the average costs per CCPED re-
cipient increased each year of the program,
at its highest cost in Year three, it was still
only one-third of nursing home costs.



CHART 1

THREE YEARS OF CCPED

PHASING IN THE COUNTIES

HUDSON

YEAR O N E -10/83
0 YEAR TWO- 10/84

YEAR THREE-10/85
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CHART 2

CCPED
Enrollment
Process

« Financial Eligibility
Disability Determination
(if under age 65)

Income Maintenance Applicant
Technician

(Assessment)

« Medical Eligibility
e« Appropriateness of CCPED
¢« Choice of Care

e Authorization of Services
Caregiver Nurse SwW Applicant

¢« Service Plan
« Arrange Services
¢« Monitor Care

CBSS- County Board of Social Services
or County Welfare Agency

M D C - Medicaid District Office

CMS- Case Management Site

Caregiver/Client Home



CHART 3

PERCENTAGE MALE/FEMALE CLIENTS

LEGEND
MALE 24%

FEMALE 76%

4,075 CLIENTS SERVED



PERCENTAGE O TOTALS
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462
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CHART 4

VARIATION

1.416

OF CLIENTS

2,197

LEGEND

LESS THAN 65

65 TO 74

75 TO 84

85 AND OVER



PERCENTAGE OF TOTAL

R ACE

CHART 5

VARIATION
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OF CLIENTS



CHART 6

LIVING ARRANGEMENT OF CLIENTS



CHART 7

MONTHLY INCOME OF CLIENTS

TO $367
27%
$368 TO $521
45% $900 TO $1,008

2%

$522 TO $899
26%
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CHART 8

PRIMARY DIAGNOSIS OF CLIENTS

MUSCULOSKELETAL
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CHART 9

LEVEL OF CARE

CCPED COMPARED TO NURSING HOME (NH)

LEGEND
ICF-A
ICF-B
SNF
CCPED NH CCPED 1EQENO
Lever Of care
ICf-A Intarm«d Clft Facility
Ins«frrea>*t# Can F;"«(>t>
YEAR ONE YEAR TWO YEAR THREE snf* Shillad Njfi rg F))CUty
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CHART 10

REASONS FOR TERMINATION

NURSING HOME
37%

MOVED
OUT OF STATE
5%

DEATH
37%

HOSPITALIZED
MORE THAN 30 DAYS
13%

OTHER
8%



CHART 11

LENGTH OF STAY IN PROGRAM

1 TO 3 MONTHS

22.2%
LESS THAN ONE MONTH
13.5%
3 TO 6 MONTHS
24.1% 2 YEARS TO 3 YEARS
1.7%

18 MONTHS TO 2 YEARS
3.9%

1 YEAR TO 18 MONTHS

11.5%
6 TO 9 MONTHS

13.9%
9 MONTHS TO 1 YEAR

9.2%
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CHART 12

TOTAL AMOUNT PAID FOR SERVICES
YEAR ONE

$690,197.00

HOMEMAKER

CASE MANAGEMENT

1% TRANSPORTATION/
SOCIAL DAY CARE

PHARMACY

1% RESPITE CARE

HOME HEALTH MEDICAL DAY CARE

SERVICES/PERCENTAGE OF TOTAL PAYMENT



CHART 13

TOTAL AMOUNT PAID FOR SERVICES
YEAR TWO

$4,060,389.00

HOMEMAKER

CASE MANAGEMENT

1% TRANSPORTATION/

SOCIAL DAY CARE
1% RESPITE CARE

MEDICAL DAY CARE
5%

HOME HEALTH

SERVICES/PERCENTAGE OF TOTAL PAYMENT



CHART 14

TOTAL AMOUNT PAID FOR SERVICES
YEAR THREE

$8,544,333.00

HOMEMAKER

CASE MANAGEMENT

J1% TRANSPORTATION/
SOCIAL DAY CARE

1% RESPITE CARE

MEDICAL DAY CARE

4%

HOME HEALTH

SERVICES/PERCENTAGE OF TOTAL PAYMENT
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CHART 15

¢+EXPENDITURES AND AVERAGE PER CAPITA COSTS

CCPED vs. NURSING HOME

YEAR ONE- 10/83 THROUGH 09/84

EXPENDITURES RECIPIENTS AVG. COST/RECIP.
CCPED . S 690.197.00 462 $ 1.478.00
NURSING HOME ... $332,063,329.00 29.157 $11,389.00

YEAR TWO- 10/84 THROUGH 09/85

EXPENDITURES RECIPIENTS AVG. COST/RECIP.
CCPED .t e, S 4,060.389.00 1,416 $ 2.868.00
NURSING HOME = ... $363,338,654.00 30.521 $11,905.00

YEAR THREE-10/85 THROUGH 09/86

EXPENDITURES RECIPIENTS AVG. COST/RECIP.
CCPED s e S 3.544.333.00 2.197 $ 3.889.00
NURSING HOME = ... $375,460,917.00 32.281 $11,631.00

*SOURCE EXTRACTED FROM ANNUAL FEDERAL REPORTS



(Rev 3/88)

ATTACHMENT A

NURSING HOME LEVEL OF CARE CRITERIA

The following definitions were taken from the Long Term Care Services Manual. N.J.A.C. Title
10. Chapter 63. Subchapter 1. 9/79:

"Level Ill. skilled nursing patient" means a person with acute or subacute medical and/or
mental dysfunction requirirg skilled nursing, psycho-social and restorative care during
a 24-hour period. The Level lll patient requires continuous 24-hour availability of nursing

personnel at the licensed nurse level under the general direction of a registered pro-
fessional nurse and will require other skilled services on an intensive basis including
rehabilitation. The dysfunction may involve one or several physiological systems, may
be stabilized or not. with symptoms subsiding or increasing. The patient may be bed-
fast. chair-fast, semi-ambulant or ambulant (with or without assistive devices). De-
termination of this level of care requires an identification of skills required and evidence
that as a practical matter such care can only be provided in a Long Term Care Facility

setting. f

"Level IV-A. intermediate care patient" means a person with physical and/or mental
and/or social dysfunction requiring on a daily basis substantial assistance with personal
care needs involving activities of daily living. Nursing care at Level IV-A must be
provided 24 hours a day by licensed and nonlicensed personnel under the general
direction of a registered professional nurse. These patients require continued restora-
tive and psycho-social services which as a practical matter can only be provided in
a Long Term Care Facility setting.

"Level IV-B. intermediate care patient" means an ambulant or semi-ambulant person
with physical and/or mental dysfunction requiring minimal assistance with personal care
needs on a daily basis. The Level IV-B patient requires continuous onsite availability
of licensed and nonlicensed personnel for each 24-hour period under the general
direction of a licensed practical nurse. The patients at this level of care will require
continuing restorative, preventive and maintenance care which as a practical matter
can only be provided in a Long Term Care Facility setting. The Level IV-B patient is
usually fairly self-sufficient in activities of daily living with or without self-help devices
and his/her needs usually have greater social than medical significance.
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