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Date o f Committee Action:

( i l )  I O U S E  C O M M I T T E E  R E P .  A T
Date Referred: A p ril 14, 1994 ., FURTHER REFERRALS:

The FINANCE Committee considered: CSSB 366(FIN) amfcfd fid )

CSSB 366(FIN) AM(EFD FLD)
"An Act relating to medical support and health insurance coverage for children; allowing a member of the 
teachers’ retirement system or the public employees’ retirement system to assign to a Medicaidqualifying trust 
the member’s right to receive a monetary benefit from the system; relating to the effect of a Medicaid-qualifying 
trust on the eligibility of a person for Medicaid; relating to the recovery o f certain Medicaid payments from 
estates and trusts; requiring persons who receive Medicaid services to be liable for sharing in the cost of those 
services to the extent allowed under federal law and regulations."
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CS FOR SENATE BILL NO. 366(FIN) am(efd fld)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - SECOND SESSION 

BY THE SENATE FINANCE COMMITTEE
Amended: 4/1.1/94 ( / O
Offered: 4/6/94
Sponsor/s): SENATE FINANCE COMMITTEE

A BILL 

FOR AN ACT ENTITLED 

"A n Act relating to medical support and  health insurar.ee coverage for children; 

allowing a m em ber of the teachers’ re tirem en t system or the public em ployees’ 

re tirem en t system to assign to a M edicaid-qualifying tru s t the m em ber’s rig h t to 

receive a m onetary benefit from  the system ; relating to the effect o f a M edicaid- 

qualifying tru s t on the eligibility of a person for M edicaid; re la ting  to the 

recovery o f certain  Medicaid paym ents from  estates and trusts ; requ iring  persons 

who receive Medicaid services to be liable for sharing in the cost of those 

services to the extent allowed under federal law and regulations."

BE IT  ENACTED BY TH E LEG ISLA TU RE O F TH E STATE O F ALASKA:

* Section 1. PURPOSES. The purposes o f this Act are to

( 1 ) bring the state into compliance with federal law with respect to the recovery of 

Medicaid payments from the estates and trusts o f individuals under certain circumstances and

SB0366c -1- CSSB 366(FIN) am(efd lid )
N e w  T e x t  U n d e r l i n e d  [ D E L E T E D  T E X T  B R A C K E T E D ]



OPERATING EXPENDITURES
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND i  STRUCTURES
GRANTS, CLAIMS
MISCB.LANEOUS
TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE

TOTAL________________________
Estimate ol current year (FY 94) cost: $. 
POSITIONS

ANALYSIS: (Attach a separate page il necessary.) 
No fiscal impact

F IS C A L  N O T E

S T A T E  O F A L A S K A
1994 L E G IS L A T IV E  SE SS IO N

No.. / £

Bill Versioi..C S S 3 ( j > ( o  C f'/r f) [

(S) Pubiish  ’

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHT1A 
Other

Department Affected: Commerce and Economic Development
BRU: Insurance _
Component: Operations___________________________
COMPONENT SERIAL NO. 354

Revision Date:__________________________________
Title: M.‘d ic a id  and Medical Support O rders
Sponsor Senate Finance Committee 
Requestor_________
Expenditures/Revenues:

Prepared by: Joan Brown. Administrative Officer_______________________ Phone: 465-2597
Division: Insurance_________________________  ,  Date: 4 / 11 /9 4

Approved by Commissioner Paul Fuhs_________ _ _________________
Agency: Commerce and Economic Development \ Date: * i -n -  9 y

PREPARER TO PROVIDE ALL DISTRIBUTION COPES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distr .ution information call the Governor’s Legislative Office

Rev 11/93 , Pag0 J— °f J
jSAMiajb
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F IS C A L  N O T E  B il, V e rs ion : S?6 3 6  ____
STATE O F ALASKA (S) Pub|ish Date; +  '
1994 LEGISLATIVE SESSION
Revision Date :  03/25/95___________________________________ Dept. A ffe c te  Health and Social Services_______________
Title : A n  A ct re la t in g  to  m ed ica l ch ild  BRU : M ed ica l A ssistance A d m in is tra t io n ________

su p p o rt , re c o ve ry  f r o m  estates and  t ru s ts .. ._____________________ Com ponent: C la im s P rocessing___________________________
Sponsor: Sena te  F inance  C om m ittee _______________________ _______________________________________________
Requesto r: Sena te  F inan ce  C om m ittee_______________________COMPONENT SERIAL NO. _______  24 3

t

N o . ^ J l ___

Expenditures/Revenues: _______________________________ (Thousands of Dollars)
OPERATING FY95 FY96 FY97 FY98 FY99 FYOO
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

130.0

TOTAL OPERATING 130.0 0.0 0 .0 0.0 0 .0 0.0
CAPITAL EXPENDITURES

CHANGES IN REVENUES
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts 65.0
1003 GF Match 65.0
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA
Other
TOTAL 130.0 0.0 0.0 0.0 0 .0 0.0
POSITIONS:
FULL-TIME
PART-TIME
TEM PORARY

" I  I II ! . Ii.nannpstn
. . _ CHANGE Imm me nnn

fiscal no;s. Th:c fiscal note is appropriate.Estimate of current year (FY94) impact: _______ 0.0
______________________________________________________________ da.e Corme Aide (initial)
ANALYSIS: (Attach a separate page if necessary)
Implementation of the copayment requirements will necessitate several changes 
to the claims processing system. The one-time contractual cost of these changes 
is estimated on the attached page.

Prepared by: Kevin Henderson j\   Phone: 465-3355
Division: Medical Assistance Date: 03/25/94

Y Z /a s ir fc iA d ' &  jApproved by Commissioner: Marganrf R. Lowe. M .Ed ., Ed.S.__________  Date:
Agency: Department of Health & Social Services__________________

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office



Revision Date 03/25/95 ^ILL NO. SB 366

ANALYSIS (cont.):

Estimated Cost of One-Time Claims Processing Changes

Facility Inpatient Claims $25,000
Facility Outpatient Claims $25,000
Identify and Separate Under Age 18 Claims $15,000
Identify and Separate Pregnancy Claims $15,000
Non-facility, Copayment Applied Per Line $25,000
Non-facility, Copayment Applied Per Claim $25,000
Total $130,000

Page 2 of 2
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S T A T E  O F A L A S K A
1994 L E G IS L A T IV E  SESSION

B IL L  NO. CSSB 366 (F IN )

Revision Date: 
Title:

4/6/94_________________________ Dept. Affected Health and Social Services
Medical child support, recovery from BRU: Medical Assistance________

Component: Medicaid Facilities________estates and trusts, and recipient cost sharing 
Iponsor Senate Finance Committee

Requestor COMPONENT SERIAL NO. 230
Expenditures/Revenues: (Thousands of Dollars) • -
OPERATING FY95 FY96 FY97 FY98 FY99 FY00
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0
TRAVEL 0.0 0.0 0.0 0.0 0.0 0.0
CONTRACTUAL 0.0 0.0 0.0 0.0 0.0 0.0
SUPPLIES 0.0 0.0 0.0 0.0 0.0 0.0
EQUIPMENT 0.0 0.0 0.0 0.0 0.0 0.0
LAND & STRUCTURES 0.0 0.0 0.0 o:o 0.0 0.0
GRANTS, CLAIMS (235.4) (530.1) (596.9) (672.1) (756.8) (852.2)
MISCELLANEOUS 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING (235.4) (530.1) (596.9) (672.1) (756.8) (852.2)
CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0
CHANGES IN REVENUES I 0.0 0.0 0.0 0.0 0.0 0.0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts (176.7) (327.5) (364.9) (406.5) (452.9) (505.1)
1003 GF Match (176.7) (327.6) (365.0) (406.6) (452.9) (505.1)
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts 118.0 125.0 133.0 141.0 149.0 158.0
1006 GF/MHTIA 0.0 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL (235.4) (530.1) (596.9) (672.1) (756.8) (852.2)
Estimate o f current year (FY94) impact: 0.0
POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS (attach a separate page in necessary)
This bill would bring OH&SS into compliance with OBRA-93 changes dealing with child medical support orders (42 U.S.C. 1396g) and medicaid 
qualifying trusts and estate recovery (42 U.S.C. 1396p), and with recipient liability for sharing the cost of Medicaid services. New requirements are 
placed on employers and insurers when a child medical support order is in effect. New statutory . .uihority (as required by federal law) is provided to the 
department to seek recovery of Medicaid payments made on behalf of certain individuals in long-term care through the placing of liens on that individual's 
real property. Fiscal impact Is categorized into three components: Facilities, Non-Facility, and Claims processing. This fiscal note shows savings in 
the Medicaid Facilities component. See attached sheet for details. NOTE: In the Facilities component, the House budget has already reduced the 
Governor's request by S550.000 In anticipation of co-pay implementation.

Prepared by:
Division:
Approved by 
Commissioner 
Agency:

Kevin D. Henderson 
Medical Assistance

11 1.4U 6(/Lowe, M.Ed., Ed.i

Phone:
Date:

Date:

465-3355
4/28/94

Department of Health and Social Services
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Govemori Legislative Office

Page 1 of 2



Page 2 of 2 FACILITIES ANALYSIS (cont.): CSSB 366 (FIN)

ESTATE RECOVERY
Division of Medical Assistance historical data shows that the long-term care caseload for FY 95 is expected to be 1183 
individuals. Division of Public Assistance eligibility technicians estimate that the long-term care population will 
experience an annual death rate of 10 percent. It is anticipated that the long-term care population (including those 
receiving waiver services) will grow enough to replace the 10 percent who die each year and will increase an additional 
6 percent per year. The average amount of estate recovery expected from that population is estimated to be $1000 per 
person; this amount is multiplied by the number of cases expected to have money available for recovery ( i.e., 10 
percent of the caseload, based upon the death rate). The resulting estate recovery is shown in this fiscal note as 
program receipts.

Death rate in LTC facilities: 
Average recovery expected: 
Annual LTC facility growth rate

10%
$1,000

6%

FY 9 5 FY 96 FY 97 FY 98 FY 9 9 FY 00
Nursing Home (6% growth) 

Waivers (6% growth)
926
257

982
272

1041
288

1103
305

1169
323

1239
342

TOTAL Caseload 1183 1254 1329 1408 1492 1581
Estate Recovery Cases 
(l0% o f caseload) 118 125 133 141 149 158

x $1000 
Total Program Receipts = 

(thousands)
$ 1 1 8 .0 $ 1 2 5 .0 $ 1 3 3 .0 $ 1 4 1 .0 $ 1 4 9 .0 $ 1 5 8 .0

MEDICAID QUALIFYING TRUSTS

The provisions of this bill that allow PERS and TERS beneficiaries to divert pension income into medicaid qualifying 
trusts parallels federal law which authorizes diversion of social security payments into medicaid qualifying trusts. We do 
not anticipate an increase in Medicaid utilization solely because of these provisions.

COST SHARING (Facilities)
PROGRAM REDUCTION DUE TO IMPOSITION OF COPAYMENT REQUIREMENTS: The facilities component will be 
reduced under the provisions of SB 366 by the amount of copayments for which recipients become responsible. The 
minimum time required to develop regulations, provider manuals changes, claims payment system changes, and 
provide required notices and address hearings/appeals is one-half year. For this reason, the amount realized in the 
facilities component for FY 95 is estimated on a half-year implementation. The cost-shifting to recipients and providers 
in future years will be doubled and also increased by program growth and further identification of cost-effective 
copayment potential. We project that Medicaid program expenditures will grow at a 6 percent rate annually for 
facilities. The total FY95 copayment for this component is anticipated to be $235,400 .
Under the bill the copayment for inpatient services is $50 per day up to a maximum of $200 per discharge. The claims 
payment history shows the following inpatient claims for the previous 12 month period: 1 day=740 claims. 2 days=596 
claims, 3 days=460 claims, 4 or more days=1220 claims. Based on this information and implementation of copayments 
in the last half of FY95 the amount of copayment to be realized from inpatient services would be $217,100.
Outpatient hospital services produce an estimated copayment amount of $18,300. This amount assumes a $3 
copayment on outpatient services and approval of a federal waiver to allow a $6 copayment per visit for non-emergency

Amount of co-pay
plus annual program 12.6% $235.4 $530.1 $598.9 $672.1 $758.8 $852.2
growth (thousands)
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FISCAL iNOTE
No. I

STATE OF A L A S K A
1994 L E G IS L A T IV E  SESSION

Bill Version: S &  3 ^ 6 -

(S) Publish Date: 4- ‘ L-

Revision Date: 
Title:

4/4/94 ______________________ Dept. Affected Health and Social Services
Medical child support, recovery from BRU: Medical Assistance_______

estates and trusts, and recipient cost sharing  Component: Medicaid Non-Facility_____
Sponsor 
Requestor

Senate Finance Committee
COMPONENT SERIAL NO. 229

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY95 FY96 FY97 FY98 FY99 FY00PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0TRAVEL (1.0 0.0 0.0 0.0 0.0 0.0CONTRACTUAL 0.0 0.0 0.0 0.0 0.0 0.0SUPPLIES 0.0 0.0 0.0 0.0 0.0 0.0EQUIPMENT 0.0 0.0 0.0 0.0 0.0 0.0
LAND & STRUCTURES 0.0 0.0 0.0 0.0 0.0 0.0GRANTS. CLAIMS (799.1) (1,494.6) _(2,004.2) (2.276.6) (2.586.0) (2,937.8)MISCELLANEOUS 0.0 0.0 0.0 0.0 0.0 0.0TOTAL OPERATING (799.1) (1,494.6) (2.004.2) (2,276.6) (2,586.0) (2.937.8)
CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0
CHANGES IN REVENUES 0.0 0.0 0,1 0.0 0.0 0.0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts (399.5) (747.3) (1.002.1) (1.138.3) (1.293.0) (1.468.9)
1003 GF Match (399.6) (747.3) (1.002.1) (1.138.3) (1.293.0) (1.468.9)
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1006 GF/MHTIA 0.0 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL (799.1) (1,494.6) (2,004.2) (2,276.6) (2.586.0) (2,937.8)
Estimate of current year (FY94) impact: 
POSITIONS:

0.0 Chanqesin^ 5 _ 5 ^ g  
reflect « 5 3 TSl AL CHANGE from me or

(PP*

FULL-TIME b 0 0
PART-TIME 0 0 0
TEMPORARY 0 0 0

fiscal note. This fiscal note is appropriate 

Pate Comte Axle (initial)

ANALYSIS (attach a separate page in necessary)
This bill would bring OH&SS into compliance vMtfi 08RA-93 changes dealing with child medical support orders (42 U.S.C. 1396g) and medicaid 
qualifying trusts and estata recovery (42 U.S.C. 1396p), and with recipient liability for sharing the cost of Medicaid services. New requirements are 
placed on employers and insurers when a child medical support order is in effect. New statutory authority (aa required by federal law) is provided to the 
department to seek recovery of Medicaid payments made cn behalf of certain individuals in long-term care through the placing of liens on that individual's 
real property. Fiscal impact is categorized into three components: Facilities, Non-Facility, and Claims Processing. This Fiscal note shows savings in the 
non-facility component. Sae attached sheet for dtfata. NOTE: In the Non-Facility component, the House budget has already reduced the Governors 
request by $400,000 in anticipation of co-pay implementation.

Prepared by: 
Division:

Kevin D. Henderson
Medical Assistance

Phone:
Date:

465-3355
4/4/94

Approved by 
Commissioner: laraaret ff. Lowe. M.Ei cn o -t"Ed.S.
Agency: (y $ ) Department of Health and Social Services

Date:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor* Legislative Office

\ Motu>\oottcv«h<nq«r»u—ioouo3̂8non ft* Page 1 of 2



Page 2 o f  2
i

NON-FACILITY ANALYSIS (co^ SB 366

M ED IC AL S U P P O R T ORDERS

RECIPIENT TYPE

Cost of Medicaid Per Individual 
#  o f Clients Cast Cost Par

(FY 931 (FY 931 Ricipiant
Children who receive AFDC 

Children (non-AFDC) 
Children (1-5 yrs/MCCA-8 8 ) 

Total

24 ,9 6 1
3 ,7 4 2
7 .0 9 2

$3 9 ,2 5 9 ,8 0 3
$9 ,9 6 7 ,0 8 3
$12 ,9 2 9 ,7 5 7

$1 ,5 73
$2 ,6 6 4
$1 ,8 2 3

Estimated growth in individual cost for FY 9 4

3 5 ,7 9 5  $ 6 2 ,1 5 6 ,6 4 3  $1 ,7 3 6

12 .6% ST95T

IN C REA SED  C O ST  AVO IDANCE THROUGH TH IRD -PARTY R E SO U R C E S : Currently, C SED  has a case  load  in excess of
4 0 .0 0 0  case s , 1 9 ,4 6 4  o f these cases are AFDC related. As o f February 1994 , 6 ,2 3 0  o f the AFDC related cases have a medical 
support o rd e r and, o f th ose , 1 ,322  have medical insurance provided at this time. Under other federal law (not C B R A -93 ) CSED  is 
currently reviewing and modifying all existing cases since 10/1/85 to add medical support o rders where needed. This is an 
ongoing p rocess that is expected to be completed by the end of FY  97. C SED  estimates that, by the end of FY 97 , a ll AFDC 
orders will include a m edica l support order. All new AFDC related C SED  cases are required to have medical support orders. 
W ith the anticipated grow th in the number of new cases, the completion o f review and modification o f all existing cases, ar.d the 
added p rov is ions o f O B R A -9 3  reflected in SB 366 , CSED  estimates that the number o f AFDC cases with m edical support orders 
will total between 2 2 ,0 0 0  — 23 ,0 0 0  by the end o f FY 97. After FY 97 , when the backlog is elim inated, th t growth in CSEO/AFOC 
case s  with m edica l support orders is expected to be approxim ately 6%  per year. For FY 95, CSED  estim ates a base o f 
approx im ate ly  1 0 ,4 3 0  to ta l cases with medical support orders. The estimated number o f cases in FY 96 is an even split between
1 0 ,4 3 0  in FY  95  and 2 2 ,5 0 0  in FY 97.

FYJ5 FY SB FY 37 FY 98 FY.'li FY 00
CSED Cases per year w/ medical orders 6% 10430 164*5 22500 23350 25281 26738

(6% increase after FY 97)
Cases with third-party payment because of SB 366 5% 522 823 1125 1193 1284 1340

(5% of caseload)
Cost of Medicaid per individual x S8366 cases 7.9% $1104 52264 52438 52.821 52820 53.034

(7.6 % growth per year)
Cost of deductibles, co-pay, and uncovered services 50% 51,052 51.132 51,318 51.311 51.4)0 51.317

(Not subject to cost collection) 
Actual cost avoidance per individual S1.052 51,132 51.218 51.3)0 51,410 51.517

INCREASED COST AVOIDANCE 5548.144 5931.838 51.370.250 51.562330 51.782240 52.032.780

COST SHARING (Non-Facility)
PRO G RA M  R E D U C T IO N  D U E  TO IM POSIT ION  O F COPAYM ENT REQU IREM ENTS : The non-facility com ponent will be reduced 
under the SB  3 6 6  by the am ount o f copayments fo r which recipients becom e responsib le . The m inimum time required to develop 
regu lations, p rov ider m anu a ls  changes, claims payment system  changes, and provide required notices and address 
hea rings/appea ls  is o n e -h a lf year. F o r this reason , the amount realized in the non-facility component fo r FY 95  is estimated on a 
h a lf-yea r im plem entation . T he  cost-shifting to recipients and providers in future years will be doubled and a lso  increase by program  
growth and fu rther identification o f.cost-e ffective copayment potential. Copaym ents fo r non-facility services a re  limited by federal 
regulation to nom ina l am oun ts and are. therefore, m ore marginal on cost-return analysis . Non-facility copaym ents a re estimated 
to p roduce 5 2 5 0 ,0 0 0  in copaym ent o ffse ts to c laim s for FY 95. W e  project that Medicaid program  expenditures will grow at a 12.6 
percent rate annua lly .

A m ount of co -pay  plus yearly  program  gro ii«% 250,000 563,ooo 633,93a 713,814 803.755 905,028

TOTAL COST AVOIDANCE $739,144 S1.434.636 $2,004,186 $2,276,644 $2,566,935 $2,937,808

(Non-Facility)



F IS C A L  N O TE

S T A TE  OF A L A S K A
1994 L E G IS L A T IV E  SESSIO N

No. _

Bill Versio...(2SSj5_ 3 b(p (f'/Aj)

(S) Publish Date:

Revision Date:_________________________________________ Department Affected: Commerce and Economic Development
Title: M e d ic a id  a n d  M e d ic a l  S u p p o r t  O r d e r s _______  BRU: Insurance  __________
  ______________________________________ Component: Operations___________________________
Sponsor: S e n a t e  F in a n c e  C o n im itte e __________________
Requestor:___________________________________________  COMPONENT SERIAL NO. _354_____________________

Expenditures/Revenues:
OPERATING EXPENDrTURES FY 95 FY 96 FY 97 FY 98 FY 99 FYOO
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL EXPENDITURES 0 0 0 0 0 0
-

CHANGE IN REVENUES ( ) 0 0 0 0 0 0

FUND SOURCE
1002 Federal Receipts 0 0 0 0 0 0
1003 GF Match 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/Program receipts 0. 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
Other 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
Estimate of current year (FY 94) cost: $ _0
POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary.) 
No fiscal impact

Prepared by: Joan Brown. Administrative Officer__________________________ Phone: 465-2597
Division: Insurance____________________  .  Date: 4 /1 1 /9 4
Approved by Commissioner Paul Fuhs ^ \  n -______________________________
Agency: Commerce and Economic Development \  Date: * r - /a -9 y

PREPARER TO PROVIDE ALL DISTRIBUTION COPES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Rev 11/93 Page_l_ofJ_
J f l/dd tZBJb



(

FISCAL NOTE
No. AJ _ _

Bill Version: 3<o (n
STATE OF ALASKA 
1994 LEGISLATIVE SESSION
Revision Date : 0 3 /2 5 /9 5
Title:

(S) Publish Date:

An Act relating to medical child 
support, recovery from  estates and trusts...

Depr. A ffec te  Health and Social Services 
BRU: Medical Assistance A dm inistration
Component: Claims Processing

Sponsor:
R equestor:

Senate Finance Committee
Senate Finance Committee COMPONENT SERIAL NO. 243

Expenditures/Revenues: (Thousands o f Dollars)
OPERATING F Y 9 5 F Y S 6 F Y 9 7 F Y 9 8 F Y 9 9 FYOO
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS , CLAIMS
M ISCELLANEOUS

1 3 0 . 0

TOTAL OPERATING 1 3 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

CAPITAL EXPENDITURES

CHANGES IN REVENUES
FUND SOURCE (Thousands o f Do lla rs)

1 1002 Federal Receipts 65.0
1003 GF Match 65.0
1004 GF
1005 GF/Program  Receipts
1006 GF/MHTIA
Other
TOTAL 0 . 0 0 . 0 0 . 0 . ,  o - o 0 . 0 0 . 0

POSITIONS:
FULL-TIME
PART-TIME
TEM PORARY

Estimate of current year (FY94) impact: 0.0
unanqejin grw  ^  
r e f le c iw ^ C r f l  CHANGE Irom me ongin 
fiscal no.a. Th:- fiscal note is appropriate.

da.s Comie Aide (initial)
ANALYSIS: (Attach a separate page if necessary)
Implementation of the copayment requirements will necessitate several changes 
to the claims processing system. The one-time contractual cost of these changes 
is estimated on the attached page.

Prepared by: 
Division:

Kevin Henderson
Medical Assistance

Phone: 465-3355 
Date: 03/25/94

Approved by Commissioner: Margaret R. Lowe. M.Ed., Ed.S.
Agency:

Date: 3 - 2 5 - r t
Department o f  H ea lth &  Socia l Services

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office



Revision Date 03/25/95 . ^IL L  NO. SB 366
r (

A N A LYS IS  (c o n t .) :

Estimated Cost of One-Time Claims Processing Changes

Facility Inpatient Claims $25,000
Facility Outpatient Claims $25,000
Identify and Separate Under Age 18 Claims $15,000
Identify and Separate Pregnancy Claims $15,000
Non-facility, Copayment Applied Per Line $25,000
Non-facility, Copayment Applied Per Claim $25,000
Total $130,000
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FISCAL NOTE
STATE OF ALASKA
1994 LEGISLATIVE SESSION

No. I

Bill Version: S&>

(S) Publish Pate: ■</ 9 4

Revision Date: 
Title:

4/4/94 ___________________  Dept. Affected Health and Social Services
Medical child support, recovery from BRU: Medical Assistance_______

estates and trusts, and recipient cost sharing  Component: Medicaid Non-Facility_____
Sponsor. Senate Finance Committee_________  _________________________
Requestor ________________________________

Expenditures/Revenues:
COMPONENT SERIAL NO.

(Thousands of Dollars)
229

OPERATING FY95 FY96 FY97 FY98 FY99 FY00PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0(799.1) (1.494.6) (2.004.2) (2.276.6) (2.586.0) (2,937.8)
0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING (799.1) (1,494.6, (2,004.2) (2,276.6) (2,586.0)1 (2.nj7 .8)
I CAPITAL EXPENDITURES 0.0 0.0 | 0.0 0.0 0.0 0.0 1

CHANGES IN REVENUES 0.0 0.0 0.0 0.0 0.0 I 0.0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts (399.5) (747.3) (1,002.1) (1,138.3) (1,293.0) (1,463.91
1003 GF Match (399.6) (747.3) (1,002.1) (1.138.3) (1.293.0) (1.468.9)
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1006 GF/MHTIA 0.'. 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL (799.1) (1,494.6) (2,004.2) (2,276.6) (2,586.0) (2,937.8)
Estimate of current year (FY94) impact: 
POSITIONS:

0.0
FULL-TIME 0 0 0
PART-TIME 0 0 0
TEMPORARY 0 0 0

Changes 3 0 6
reflecf&&^5£!Al CHANGE Irom the ong: 
fiscal note. This fiscal note is appropriate.

.  j k j U  
date Comte Aide (initial)

ANALYSIS (attach a separate page in necessary)
This bill would bring OH&SS into compliance with ObRA-93 changes dealing with child medical support orders (42 U.S.C. 1396g) and medicaid 
qualifying trusts and estate recovery (42 U.S.C. 1396p), and with recipient liability for sharing the cost of Medicaid services. New requirements are 
placed on emplo,ers and insurers when a child medical support order is in effect. New statutory authority (as required by federal law) is provided to the 
department to seek recovery of Medicaid payments made on behalf of certain individuals in long-term care through the placing of liens on that individual's 
real property. Fiscal impact is categorized into three components: Facilities. Non-Facility, and Claims Processing. This fiscal note shows savings in the 
non-facility component. See attached sheet for derails. NOTE: In the Non-Facility component, the House budget has already reduced the Governor's 
request by $400,000 in anticipation of co-pay implementation.

TPrepared by: 
Division:
Approved by 
Commissioner 
Agency:

Kevin D. Henderson
Medical Assistance

argaret m. Lowe, M.E Ed.S.

Phone:
Date:

Date:

465-3355
4/4/94

Department of Health and Social Services
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor1 Legislative Office
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NON-FACILITY ANALYSIS ( c o ^ SB 366

M ED IC AL S U P P O R T ORDERS

RECIPIENT TYPE

Cost of Medicaid Per Individual
#  o f Clients Cost Co:! e$r

(FY 93| IF/ 931 Racipienr
Children who receive AFDC 

Children (non-AFDC) 
Children (1-5 yrs/MCCA-88) 

Total

24.961
3,742
7,092

139,259,803
19,967,083
112.929,757

11,573
12,664
11,823

Estimated growth in individual cost for FY 94

35,795 162,156,643 $1,736

1 2 .6 %  51,955

IN CREA SED  C O ST  AVO IDANCE THROUGH TH IRD -PARTY R E SO U R C E S : Currently, C SED  has a case  load in excess of
4 0 ,0 0 0  cases , 1 9 ,4 6 4  o f these cases are AFDC related. As o f February 1994 , 6 ,2 3 0  o f the AFDC related cases have a medical 
support o rd er and, o f those . 1 ,3 22  have medical insurance provided at this time. Under otner federal law  (not O B R A -93 ) C SED  is 
currently reviewing and modifying all existing cases since 10/1/85 to add medical support o rders where needed. This is an 
ongoing p rocess that is expected to be completed by the end o f FY 97. CSED  estimates that, by the end o f FY  97 , a ll AFDC 
orders will include a m edica l support order. All new AFDC related C SED  cases are required to have medical support orders. 
W ith the anticipated growth in the number of new cases, the completion o f review and modification o f all existing cases , and the 
added provis ions o f O B R A -9 3  reflected in S 8  366, CSED  estimates that the number o f AFDC cases with medical support orders 
will total between 2 2 ,0 0 0  — 2 3 ,0 0 0  by the end o f FY 97 . After FY  97 , when the backlog is elim inated, the growth in CSED/AFDC 
cases with m edical support o rders is expected to be approximately 6%  per year. For FY 95 , C SED  estim ates a base of 
approx im ate ly 1 0 ,4 3 0  tota l cases with medical support orders. The estimated number o f cases in FY 96 is an even split between
1 0 ,4 3 0  in FY  95  and 2 2 ,5 0 0  in FY  97.

nr as FY 96 FY 37 FY 98 FY 99 FY DO
CSED Cases per year w/ medical orders 6% 10430 16465 22500 23850 25281 25758

(6% increase after FY 97)
Cases with third-party payment because of SB 366 5% 522 823 1125 1193 1264 1340

(5% of caseload)
Cost of Medicaid per individual x S8366 cases 7.6% 12.104 $2,264 $2,436 $2,621 $2,320 $3,034

(7.6 % growth per year)
Cost of deductibles, co-pay, and uncovered services 50% 11,052 $1,132 $1,218 $1,311 $1,410 $1,517

(Not subject to cost collection)
Actual cost avoidance per individual $1,052 $1,132 $1,219 $1,310 $1,410 $1,517

INCREASED COST AVOIDANCE $549,144 $931,836 $1,370,250 $1.562330 il,782240 $2,032,780

C O ST SHARING (N on-Facility)

PRO G RA M  RED U C T IO N  DUE TO IM POSIT ION O F COPAYMENT REQ U IREM EN TS : The non-facility com ponent will be reduced 
under the SB  3 6 6  by the am ount o f copayments for which recipients becom e responsib le. The m inimum time required to develop 
regu lations, p rovider m anua ls  changes, ciaims payment system  changes, and provide required notices and address 
hearings/appea ls is o n e -h a lf year. For this reason, the amount rea lized in the non-facility component fo r FY 95 is estim ated on a 
ha lf-yea r im plem entation . The cost-shifting to recipients and providers in future years will be doubled and a lso  increase by program  
growth and fu rther identification oncost-effective copayment potential. Copaym ents for non-facility services a re  limited by federal 
regulation to nom ina l am oun ts and are, therefore, m ore marginal on cost-return analysis . Non-facility copayments a re  estima'.ed 
to produce S 2 5 0 .0 0 0  in copaym ent o ffsets to c laim s fo r FY 95. W e  pro ject that Medicaid program  expenditures will grow at a 2 .6  
percent rate annua lly .

A m ount of co-pay  plus yearly  program  gro iz.b% 250,000 563,000 633,938 713,814 803,755 90s ,028

TOTAL C O ST AVOIDANCE
(Non-Facility)

5799,144 51,434,638 52.004,188 52.276.644 52.585,995 '<2.937,808



POSITION PAPER

Senate Bill 366

ilAn A ct relating to medical support for children; ...

U nder the federal Omnibus B udget Reconciliation Act o f  1993 (O B R A  93), state 
M edicaid program s m ust implement provisions to obtain and enforce medical 
support orders for noncustodial parents on behalf o f  M edicaid-eligible children and 
to recover M edicaiu expenditures on long term  care and related expenditures for 
M edicaid recipients Age 55 and older. Im plem entation o f  these provisions is 
necessary to avoid loss o f  federal financial participation in the Alaska M edicaid 
program .

In addition, O B RA  93 am ended federal law to allow individuals to  assign their 
Social Security paym ents to certain kinds o f  trusts created  for the purpose o f  
qualifying for M edicaid. Senate Bill 366 am ends .Alaska statu tes to allow 
individuals to assign their payments from  the Teachers' R etirem ent System  and the 
Public Em ployees R etirem ent System  to these M edicaid qualifying trusts.

Senate Bill 366 also requires the M edicaid program  to im pose copaym ents for 
M edicaid-funded services to the maximum extent possible. This provision will 
reduce M edicaid expenditures and shift costs to M edicaid recipients and providers.

The departm ent supports the provisions bringing the A laska M edicaid program  
into com pliance w ith federal law; these provisions will avoid federal sanctions and 
result jn  savings to the M edicaid program . The depanm ent also su p p o n s  allowing 
individuals to assign TRS o r PER S benefits to  M edicaid qualifying trusts. The 
departm ent does not have a position on the im plem entation o f  copaym ents.

Position

Recom m ended by:
Kim berly B. Busch, D irector 
Division o f  M edical A ssistance

Date:

A pproved by:
M argaret Low e, M .Ed., Ed. S. 
Com m issioner

Date:



whether the agency has shown good 
faith, the Administrator will consider 
whether che agency has received an 
unusually high volume of claims 
which are not clean claims, and 
whether the agency is making diligent 
efforts to implement an automated 
claims processing and information re­
trieval system.

(2) The agency’s request for a waiver 
must contain a written plan of correc­
tion specifying ail steps it will take to 
meet the requirements of this section.

(3) The Administrator will review 
each case and if he approves a waiver, 
will specify its expiration date, based 
on the State 's capability and efforts to 
meet the requirements of this section.

(f) Prepayment a n d  p o s t p a y m e n t  
c l a i m s  r e v ie w . (1) For all claims, the 
agency must conduct prepayment 
claims review consisting of—

(1) Verification tha t the recipient 
was included in the eligibility file and 
tha t the provider was authorized to 
furnish the service at the time the 
service was furnished:

(il) Checks that the number of visits 
and  services delivered are logically 
consistent with the recipienc’3 charac­
teristics and circumstances, such as 
type of illness, age. sex. service loca­
tion:

(111) Verification th a t the claim does 
not duplicate or conflict with one re­
viewed previously or currently being 
reviewed:

(lv) Verification that a payment does 
not exceed any reimbursement rates 
or limits in the State plan: and

(v) Checks for third party liability 
within the requirements of 5 433.137 
of this chapter.

(2) The agency must conduct post­
payment claims review that meets the 
requirements of parts 455 and 456 of 
this chapter, dealing with fraud and 
utilization control.

(g) R e p o r t s . The agency must pro­
vide any reports and documentation 
on compliance with this section that 
the Administrator may require.
(Secs. 1102 and  1 9 0 2U X 3 7 ) o f  the S o c ia l S e ­
c u r ity  Act (4 2  U.S.C. 1302. 1 3 9 6a (a )< 3 7 )»
(4 4  F R  30344 . M ay 25. 1979. as am ended  at 
55 F R  1434. J a n . 16. 19901

§ 447.50 42 C R  C h . IV (10-1-92 E d it io n )  

Cost Sharing

§ 447.50 Coat sharing: Basis and purpose.
(a) Section 1902(a)(14) of che Act 

permits States to require certain re­
cipients co share some of che costs of 
Medicaid by Imposing upon chem such 
payments as enrollment fees, premi­
ums. deductibles, coinsurance, co-pay­
ments. or similar cost sharing charges. 
For States that impose cost sharing 
payments. 55 447.51 through 447.59 
prescribe State plan requirements and 
options for cost sharing, specify the 
standards and conditions under which 
States may impose cost sharing, sec 
forth minimum amounts and the 
methods for determining maximum 
amounts, and prescribe conditions for 
FFP that relate co cost sharing re­
quirements.

e n r o l l m e n t  f t e . p r e m iu m  o r  s i m i l a r
C O S T  S H A R I N G  C H A R G E

9 447.51 Requirements and options.
(a) The plan must provide that che 

Medicaid agency does not impose any 
enrollment fee. premium, or similar 
charge upon categorically needy indi­
viduals. as defined in J5 435.4 and 
436.3 of this subchapter, for any serv­
ices available under the plan.

(b) The plan may impose an enroll­
ment fee. premium, or similar charge 
on medically needy individuals, as de­
fined In §§ 435.4 and 436.3 of this sub­
chapter. for any services available 
under the plan.

(c) For each charge imposed under 
paragraph (b) of this section, the plan 
must specify—

(1) The amount of the charge:
(2) The period of liability for the 

charge: and
(3) The consequences for an individ­

ual who does not pay.
(d) The plan must provide chat any 

charge imposed under paragraph (b) 
of this section is related to total gross 
family income as sec forth under 
5 447.52.

9 4 4 7 .5 2  M in im u m  a r d  m a x im u m  in c om e - 
re la te d  ch arg es.

For the purpose of relating the 
amount of an enrollment fee. premi­
um. or similar charge to total gross

248
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Health Care Financing A dm in is tra tion , HHS § 447.53

f a m i ly  in c o m e , a s  re q u ir e d  u n d e r  
§ 4 4 7 .5 1 (d ) . th e  fo l lo w in g  r u le s  a p p ly :

( a )  M i n i m u m  c h a r g e .  c h a rg e  o f  a t  
le a s t  S I . 00 p e r  m o n th  is  im p o se d  on  
e a c h —

(1 )  O n e -  o r  tw o -p e rs o n  f a m i ly  w it h  
m o n t h ly  g ro ss  in c o m e  o f  S150  o r  le s s :

(2 )  T h r e e -  o r  fo u r - p e r s o n  f a m i ly  
v i th  m o n t h ly  g ro ss  in c o m e  o f  S300  o r  

4e ss ; a n d
(3 )  F iv e -  o r  m o re -p e rs o n  f a m i ly  w it h  

m o n t h ly  g ro ss  in c o m e  o f  S3 50  o r  le s s .
(b )  M a x i m u m  c h a r g e .  A n y  c h a rg e  r e ­

la te d  to  g ro ss  f a m i ly  in c o m e  t h a t  is 
a b o ve  th e  m in im u m  l is t e d  in  p a r a ­
g ra p h  ( a )  o f  t h is  s e c t io n  m a y  n o t  
e x c e e d  t h e  s t a n d a r d s  s h o w n  in  th e  f o l ­
lo w in g  ta b le :

M a x i m u m  M o n t h l y  C h a r g e

Cioss family income (per month)
Pamily size

1
3 or 4 5 or 

more

51 SO or less............................................ S1 51 S1
S151 or S200.......................................... 2 1 1
SZ01 lo S2S0.......................................... 3 1 1
S251 to S300.......................................... 4 t 1
SC31 to 5350.......................................... 5 2 1
S351 to S400...................................... 6 3 2
5401 to 5450.......................................... 7 4 3
*451 to S500.......................................... 8 5 4

iOl to S550.......................................... 9 6 5
.,551 to 5600.......................................... 1C 7 0
S601 to S650.......................................... 11 S 7
S651 to S700.......................................... 12 9 a
5701 to 5750.......................................... 13 10 9
S751 to 5800.......................................... 14 11 10
S801 to S850.......................................... 15 12 11
S85I to S900.......................................... 16 13 12
$901 10 S950.......................................... 17 14 13
S951 to Sl.OOO....................................... 18 IS 14
More than S1.000................................... 19 16 15

( c )  I n c o m e - r e l a t e d  c h a r g e s .  T h e  
a g e n c y  m u s t  im p o se  a n  a p p r o p r ia t e ly  
h ig h e r  c h a rg e  f o r  e a c h  h ig h e r  le v e l o f 
f a m i ly  in c o m e , w i t h in  t h e  m a x im u m  
a m o u n ts  s p e c if ie d  in  p a r a g r a p h  (b )  o f  
t h is  s e c t io n .

(4 3  F R  45253 . Sep t. 29. 1973, as am ended at 
45 F R  24889 . A p r. 11. 1980]
D E D U C T I B L E ,  C O I N S U R A N C E ,  C O - P A Y M E N T  

O R  S I M I L A R  C O S T - S H A R I N G  C H A R G E

447.53 A pp licab ility ; sp e c if ic a tio n ; m u lti­
ple ch a rg es .

( a )  B a s i c  r e q u i r e m e n t s .  E x c e p t  as 
s p e c if ie d  in  p a r a g ra p h  (b )  o f t h is  s e c ­
t io n , th e  p la n  m a y  im p o se  a  n o m in a l 
d e d u c t ib le , c o in s u r a n c e , c o p a y m e n t , o r

s im i la r  c h a rg e  u p o n  c a t e g o r ic a l ly  a n d  
m e d ic a l ly  n e e d y  in d iv id u a ls  fo r  a n y  
s e r v ic e  u n d e r  th e  p la n .

(b )  E x c l u s i o n s  f r o m  c o s t  s h a r i n g .  
T h e  p la n  m a y  n o t  p ro v id e  fo r  im p o s i­
t io n s  o f  a  d e d u c t ib le , c o in s u r a n c e , c o ­
p a y m e n t . o r  s im i la r  c h a rg e  u p o n  c a t e ­
g o r ic a l ly  o r  m e d ic a l ly  n e e d y  in d iv id ­
u a ls  ( e x c e p t  a s  s p e c if ie d  in  p a r a g r a p h
( b ) ( 6 )  o f  t h is  s e c t io n )  fo r  th e  fo l lo w ­
in g :

( 1 )  C h i l d r e n .  S e r v ic e s  fu r n is h e d  to  
in d iv id u a ls  u n d e r  18 y e a r s  o f  age (a n d . 
a t  th e ^ o p tio n  o f  th e  S t a t e ,  in d iv id u a ls  
u n d e r t2 1 j 20 , o r  19 y e a r s  o f  a g e , o r  a n y  
r e a s o n a b le  c a te g o r y  o f in d iv id u a ls  18 
y e a r s  o f ag e  o r  e v e r  b u t  u n d e r  2 1 ) a re  
e x c lu d e d  f r o m  c o s t  s h a r in g .

(2 )  P r e g n a n t  w o m e n .  S e r v ic e s  f u r ­
n is h e d  to  p r e g n a n t  w o m e n  i f  s u c h  
s e r v ic e s  r e la t e d  to th e  p re g n a n c y , c r  to  
a n y  o t h e r  m e d ic a l c o n d it io n  w h ic h  
m a y  c o m p lic a te  th e  p re g n a n c y  a re  e x ­
c lu d e d  f r o m  c o s t  s h a r in g  o b lig a t io n s . 
T h e s e  s e r v ic e s  in c lu d e  r o u t in e  p r e n a ­
t a l  c a re , la b o r  a n d  d e l iv e r y ,  r o u t in e  
p o s t- p a r tu m  c a r e , f a m i ly  p la n n in g  
s e r v ic e s , c o m p lic a t io n s  o f p re g n a n c y  
o r  d e l iv e r y  l i k e l y  to  a f f e c t  t h e  p re g ­
n a n c y , s u c h  a s  h y p e r t e n s io n , d ia b e te s , 
u r in a r y  t r a c t  in f e c t io n , a n d  s e r v ic e s  
fu r n is h e d  d u r in g  th e  p o s tp a r tu m  
p e r io d  fo r  c o n d it io n s  o r  c o m p lic a t io n s  
r e la te d  to  t h e  p re g n a n c y . T h e  p o s tp a r ­
tu m  p e r io d  is  th e  im m e d ia te  p o s ip a r -  
tu m  p e r io d  w h ic h  b e g in s  o n  th e  la s t  
d a y  o f p r e g n a n c y  a n d  e x te n d s  th r o u g h  
th e  e n d  o f  t h e  m o n th  in  w h ic h  th e  60- 
d a y  p e r io d  fo l lo w in g  t e r m in a t io n  o f 
p re g n a n c y  e n d s . S t a t e s  m a y  f u r t h e r  
e x c lu d e  f ro m  c o s t  s h a r in g  a l l  s e r v ic e s  
fu r n is h e d  to  p re g n a n t  w o m e n  i f  t h e y  
d e s ire .

( 3 )  I n s t i t u t i o n a l i z e a  i n d i v i d u a l s .  
S e r v ic e s  fu r n is h e d  to  a n y  in d iv id u a l  
w h o  is  a n  in p a t ie n t  in  a  h o s p it a l ,  lo n g ­
te rm  c a re  f a c i l i t y ,  o r  o t h e r  m e d ic a l i n ­
s t i t u t io n  i f  t h e  in d iv id u a l  is  r e q u ir e d  
(p u r s u a n t  to  § 4 3 5 .7 2 5 , § '4 3 5 ,7 3 3 . 
§ 4 3 5 .3 3 2 . o r  § 4 3 6 .8 3 2 ) . a s  a  c o n d it io n  
o f r e c e iv in g  s e r v ic e s  in  th e  in s t i t u t io n ,  
to s p e n d  a l l  b u t  a  m in im a l  a m o u n t  o f  
h is  in c o m e  re q u ir e d  fo r  p e r s o n a l 
n e e d s , fo r  m e d ic a l c a re  c o s ts  a re  e x ­
c lu d e d  f ro m  c o s t  s h a r in g .

(4 )  E m e r g e n c y  s e r v i c e s .  S e r v ic e s  p r o ­
v id e d  in  a  h o s p it a l ,  c l in ic ,  o f f ic e , o r  
o t h e r  f a c i l i t y  t h a t  is  e q u ip p e d  to  f u r ­
n is h  th e  r e q u ir e d  c a re , a f t e r  th e

249



§ 447.54 42 C?R Ch. IV (10-1-92 Edition)

su d d e n  o n s e t  o f a  m e d ic a l c o n d it io n  
m a n if e s t in g  i t s e l f  b y  a c u te  s y m p c o m s  
o f  s u f f i c ie n t  s e v e r i t y  ( in c lu d in g  s e v e re  
p a in )  t h a t  th e  a b s e n c e  o f  im m e d ia te  
m e d ic a l a t t e n t io n  c o u id  r e a s o n a b ly  be 
e x p e c te d  to r e s u l t  in ­

t i )  P la c in g  th e  p a t ie .n c 's  h e a l t h  in  s e ­
r io u s  je o p a rd y ;

( i i )  S e r io u s  im p a ir m e n t  to b o d ily  
fu n c t io n s ; o r

( i i i )  S e r io u s  d y s fu n c t io n  o f  a n y  
b o d ily  o rg a n  o r  p a r t .

( 5 )  F a m i l y  p l a n n i n g .  F a m i l y  p la n ­
n in g  s e rv ic e s  a n d  s u p p lie s  f u r n is h e d  to  
in d iv id u a ls  o f  c h i ld - b e a r in g  ag e  a r e  e x ­
c lu d e d  f ro m  c o s t  s h a r in g .

(6 )  H M O  E n r o l l e e s .  S e r v ic e s  f u r ­
n is h e d  b y  a  h e a l t h  m a in t e n a n c e  o r g a ­
n iz a t io n  ( H M O )  to c a t e g o r ic a l ly  n e e d y  
in d iv id u a ls  e n ro l le d  in  th e  H M O  a re  
e x c lu d e d  f r o m  c o s t  s h a r in g . S t a t e s  
m a y  f u r t h e r  e x c lu d e  c o p a y m e n t  
c h a rg e s  fo r  H M O  s e rv ic e s  f u r n is h e d  to 
m e d ic a l ly  n e e d y  in d iv id u a ls .

( c )  P r o h i b i t i o n  a g a i n s t  m u l t i p l e  
c h a r g e s .  F o r  a n y  s e r v ic e , th e  p la n  m a y  
n o t  im p o se  m o re  t h a n  o n e  t y p e  o f 
c h a rg e  r e fe r r e d  to  in  p a r a g r a p h  ( a )  o f  
t h is  s e c t io n .

(d )  S t a t e  p l a n  s p e c i f i c a t i o n s .  F o r  
e a c h  c h a rg e  im p o se d  u n d e r  t h is  s e c ­
t io n . th e  p la n  m u s t  s p e c i f y —

(1 )  T h e  s e r v ic e  fo r  w h ic h  th e  c h a r g e  
is  m a d e ;

(2 )  T h e  a m o u n t  o f  th e  c h a rg e :
(3 )  T h e  b a s is  fo r  d e t e r m in in g  th e  

c h a rg e ;
(4 )  T h e  b a s is  f o r  d e t e r m in in g  w h e t h ­

e r  a n  in d iv id u a l  is  u n a b le  to p a y  t h e  
c h a rg e  a n d  th e  m e a n s  b y  w h ic h  s u c h  
a n  in d iv id u a l  w i l l  be id e n t i f ie d  to  p r o ­
v id e r s ; a n d

(5 )  T h e  p ro c e d u re s  fo r  im p le m e n t in g  
a n d  e n fo rc in g  th e  e x c lu s io n s  f ro m  c o s t  
s h a r in g  fo u n d  in  p a r a g r a p h  (b )  o f  t h is  
s e c t io n .

(4 3  F R  45253. Sepc. 29. 1973. as am ended  a t 
47 F R  21051. M ay 17. 1982: 48 P R  5736 . J a n . 
3. 1983: 50 P R  23013 . M ay 30. 1985: 55 F R  
48611 . Nov. 21. 1990: 55 P R  52130 , Dec. .9 . 
1990]
§ 4 4 7 .5 4  .M ax im um  a l lo w a b le  c h a rg e s .

( a )  N o n - i n s t i t u t i o n a l  s e r v i c e s .  
E x c e p t  as  s p e c if ie d  in  p a r a g r a p h  (b ) ,  
f o r  n o n - in s t i t u t io n a l  s e r v ic e s , th e  p la n  
m u s t  p ro v id e  t h a t —

(1 )  A n y  d e d u c t ib le  i t  im p o se s  d o es 
n o t  e x c e e d  3 2 .0 0  p e r  m o n th  p e r  f a m i ly

fo r  e a c h  p e r io d  o f M e d ic a id  e l ig ib i l i t y .  
F o r  e x a m p le , i f  M e d ic a id  e l ig ib i l i t y  ;s  
c e r t i f ie d  fo r  a  3 -m o n th  p e r io d , th e  
m a x im u m  d e d u c t ib le  w h ic h  m a y  be 
im p o se d  o n  a  f a m i ly  fo r  t h a t  p e r io d  o f  
e l ig ib i l i t y  is  3 6 .0 0 :

(2 )  A_ny c o in s u ra n c e  ra te  i t  im p o se s  
d o es n o t  e x c e e d  5 p e rc e n t  o f  th e  p a y ­
m e n t  th e  a g e n c y  m a k e s  fo r  th e  s e r J  
ic e s : a n d  • • \

(3 )  A n y  c o -p a y m e n c s  it  im p o se s  do 
noc e x c e e d  th e  a m o u n ts  s h o w n  in  th e  
fo l lo w in g  ta b le :

Slates payment .’cr trie service

Maximum 
copay­
ment 

cnarqea- 
oie :o 

recipient

S • 0 or less................................- 5.50
310.01 IP 525...............................................  1.00
525.01 i p  S 5 0 ................................................................................................... 2.CO
550.01 o r  m p r e ................................................................................................ 3.CO

(b )  W a i v e r  o f  th e  r e q u i r e m e n t  t h a t  
c o s t  s h a r i n g  a m o u n t s  b e  n o m i n a l .  
U p o n  a p p ro v a l f ro m  H C F A ,  th e  r e ­
q u ir e m e n t  t h a t  c o s t  s h a r in g  c h a rg e s  
m u s t  be n o m in a l  r r  ’ y  be w a iv e d , in  a c ­
c o rd a n c e  w i t h  s e c t io n  4 3 1 .5 5 (g ) f o r  
n o n e m e rg e n c y  s e rv ic e s  fu r n is h e d  in  (  
h o s p it a l  e m e rg e n c y  ro o m . V

(c )  I n s t i t u t i o n a l  s e r v i c e s .  F o r  i n s t i ­
t u t io n a l  s e r / ic e s .  th e  p la n  m u s t  p ro ­
v id e  t h a t  ch e  m a x im u m  d e d u c t ib le , co- 
in s u r a n c e  o r  c o -p a y m e n t  c h a rg e  f o r  
e a c h  a d m is s io n  does noc e x c e e d  5C p e r ­
c e n t  o f  th e  p a y m e n t  ch e  a g e n c y  m a k e s  
fo r  th e  f i r s t  d a y  o f c a re  in ' t h e  in s t i t u ­
t io n .

( a )  C u m u l a t i v e  m a x i m u m .  T h e  p ta r . 
m a y  p ro v id e  fo r  a  c u m u la t iv e  m a x i ­
m u m  a m o u n t  fo r  a l l  d e d u c t ib le , c o in ­
s u ra n c e  o r  c o - p a y m e n t  c h a rg e s  t h a t  it  
im p o se s  o n  a n y  f a m i ly  d u r in g  a s p e c i­
f ie d  p e r io d  o f  c im e .

(4 8  F R  57 36 . J a n . 3 . 1 9 8 3 ]

§ 447 .55  S t a n d a rd  c o -p a ym e n t .
( a )  T h e  p la n  m a y  p ro v id e  fo r  a  

s t a n d a r d , o r  f ix e d , c o - p a y m e n t  a m o u n t  
fo r  a n y  s e r v ic e .

(b )  T h i s  s t a n d a rd  c o p a y m e r . 
a m o u n t  fo r  a n y  s e rv ic e  m a y  be d e t e r ­
m in e d  b y  a p p ly in g  th e  m a x im u m  c o ­
p a y m e n t  a m o u n ts  s p e c if ie d  in  j  4 4 7 .5 4
(a )  a n d  (b )  co th e  a g e n c y ’s a v e ra g e  o r  
t y p ic a l  p a y m e n t  fo r  t h a t  s e r v ic e . F o r
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e x a m p le , i f  ch e  a g e n c y 's  c y p ic a i p a y -  
m e n c  f o r  p re s c r ib e d  d ru g s  is  54 co 55 
p e r  p re s c r ip c io n , c h e  a g e n c y  m ig h c  sec  
a  s t a n d a r d  c o p a y m e n c  o f 5 0 .5 0  p e r  p r e ­
s c r ip c io n .

§ 447 .56 In com e -re la ced  charges.
. S u b je c t  co c h e  m a x im u m  a l lo w a b le  
c h a r g e s  s p e c if ie d  in  § 4 4 7 .5 4  ( a )  a n d  
* b ) ,  th e  p la n  m a y  p ro v id e  f o r  in c o m e -  
re la c e d  d e d u c t ib le , c o in s u r a n c e  o r  c o ­
p a y m e n t  c h a rg e s . F o r  e x a m p le , a n  
a g e n c y  m a y  im p o s e  a h ig h e r  c h a rg e  o n  
m e d ic a l ly  n e e d y  r e c ip ie n t s  t h a n  i t  im ­
p o ses u p o n  c a t e g o r ic a l ly  n e e d y  r e c ip i­
e n ts .

§ 447 .57 R e s tr ic t io n s  on paym ents to p ro ­
v ide rs .

( a )  T h e  p la n  m u s t  p ro v id e  c h a t  th e  
a g e n c y  d o es noc in c re a s e  th e  p a y m e n t  
i t  m a k e s  to  a n y  p r o v id e r  to  o f f s e t  u n ­
c o lle c te d  a m o u n ts  f o r  d e d u c t ib le s , co- 
in s u r a n c e , c o p a y m e n t s  o r  s im i la r  
c h a rg e s  t h a t  th e  p r o v id e r  h a s  w a iv e d  
o r  a re  u n c o l le c t a b le ,  e x c e p t  a s  p e r m i t ­
te d  u n d e r  p a r a g r a p h  (b )  o f  t h is  s e c ­
t io n .

(b )  F o r  ch o se  p r o v id e r s  t h a t  th e  
a g e n c y  r e im b u r s e s  u n d e r  M e d ic a re

e a s o n a b le  c o s t  r e im b u r s e m e n t  p r in c i-  
le s , in  a c c o rd a n c e  w it h  s u b p a rx  B  o f 

t h is  p a r t ,  a n  a g e n c y  m a y  in c re a s e  it s  
p a y m e n t  co o f f s e t  u n c o lle c t e d  d e d u c t i­
b le , c o in s u r a n c e , c o p a y m e n c . o r  s im i la r  
c h a rg e s  t h a t  a re  b a d  d e b ts  o f p r o v id ­
e rs .

§ 447 .58 P aym en ts  to  p repa id  c a p ita t io n  
o rg a n iz a t io n s .

E x c e p t  f o r  H M O  s e r v ic e s  s u b je c t  to 
th e  c o - p a y m e n t  e x c lu s io n  in  
§ 4 4 7 .5 3 (b ) (6 ) , i f  t h e  a g e n c y  c o n t r a c t s  
w it h  a  p re p a id  c a p it a t io n  o r g a n iz a t io n  
t h a t  do es no c im p o s e  th e  a g e n c y 's  d e ­
d u c t ib le s . c o in s u r a n c e , c o - p a y m e n ts  o r  
s im i la r  c h a rg e s  o n  it s  r e c ip ie n t  m e m ­
b e rs , t h e  p la n  m u s t  p ro v id e  t h a t  th e  
a g e n c y  c a lc u la t e s  i t s  p a y m e n t s  to th e  
o r g a n iz a t io n  a s  i f  th o s e  c o s t  s h a r in g  
c h a rg e s  w e re  c o l le c t e d .

(4 8  F R  5736 , Jan . 8. 1983 ]
F E D E R A L  F I N A N C I A L . P A R T I C I P A T I O N

§ 447 .59 F F P : C on d it io n s  re la t in g  to  cost 
sh a ring .

No F F P  in  t h e  S t a t e 's  e x p e n d it u r e s  
fo r  s e r v ic e s  is  a v a i la b le  f o r —

( a )  A n y  c o s t  s h a r in g  a m o u n c s  t h a t  
r e c ip ie n t s  s h o u ld  h a v e  p a id  as e n r o l l ­
m e n t  fe e s , p r e m iu m s , d e d u c t ib le s , co- 
in s u r a n c e . c o p a y m e n t s , o r  s im i la r  
c h a rg e s  u n d e r  § §  447 .50  t h r o u g h  
4 4 7 .5 3  (e x c e p t  f o r  a m o u n ts  t h a t  th e  
a g e n c y  p a y s  a s  b a d  d e b ts  o f  p ro v id e r s  
u n d e r  § 4 4 7 .5 7 ) ; a n d

(b )  A n y  a m o u n t s  p a id  by th e  a g e n c y  
o n  b e h a l f  o f in e l ig ib le  in d iv id u a ls ,  
w h e t h e r  o r  n o t  t h e  in d iv id u a l  h a d  p a id  
a n y  r e q u ir e d  p r e m iu m  o r  e n r o l lm e n t  
fe e .

Subpart B— Paym ent Methods: 
General Provisions

§ 4 4 7 .2 0 0  B asis an d  p u rp o se .

T h i s  s u b p a r t  p re s c r ib e s  S t a t e  p la n  
r e q u ir e m e n t s  f o r  s e t t in g  p a y m e n t  
r a t e s  to  im p le m e n t ,  in  p a r t ,  s e c t io n  
1 9 0 2 (a ) (3 0 )  o f  t h e  A c t ,  w h ic h  r e q u ir e s  
t h a t  p a y m e n t s  f o r  s e r v ic e s  be c o n s is t ­
e n t  w it h  e f f i c ie n c y ,  e c o n o m y , a n d  
q u a l i t y  o f  c a re .

[4 6  F R  4 8 5 6 0 . O c t . 1. 1 9 8 1 ] .

§ 447.201 S ta te  p lan  re q u ire m e n ts .

( a )  A  S t a t e  p la n  m u s t  p ro v id e  t h a t  
t h e  r e q u ir e m e n t s  in  t h is  s u b p a r t  a re  
m e t .

(b )  T h e  p la n  m u s t  d e s c r ib e  th e  
p o l ic y  a n d  th e  m e th o d s  to  be u se d  in  
s e t t in g  p a y m e n t  r a t e s  fo r  e a c h  ty p e  o f  
s e r v ic e  in c lu d e d  in  t h e  S t a t e 's  M e d ic ­
a id  p ro g ra m .

§ 447.202 A udits .

T h e  M e d ic a id  a g e n c y  m u s t  a s s u re  
a p p r o p r ia t e  a u d it  o f  re c o rd s  i f  p a y ­
m e n t  is  b a s e d  o n  c o s t s  o f  s e rv ic e s  o r  o r  
a  fe e  p lu s  c o s t  o f  m a t e r ia ls .

§ 4 4 7 .2 0 3  D o c u m e n ta tio n  of p ay m en t 
ra te s .

( a )  T h e  a g e n c y  m u s t  m a in t a in  d o c u ­
m e n t a t io n  o f  p a y m e n t  ra te s  a n d  m a k e  
i t  a v a i la b le  to  H H S  u p o n  re q u e s t .

(b )  T h e  a g e n c y  m u s t  re c o rd , in  S t a t e  
m a n u a ls  o r  o t h e r  o f f i c i a l  f i le s ,  th e  f o l ­
lo w in g  in f o r m a t io n  fo r  in c re a s e s  in  
p a y m e n t  r a t e s  f o r  in d iv id u a l  p r a c t i ­
t io n e r  s e r v ic e s :

( 1 )  A n  e s t im a te  o f  th e  p e rc e n c ile  o f  
t h e  ra n g e  o f  c u s t o m a r y  c h a rg e s  to  
w h ic h  ch e  re v is e d  p a y m e n t  s t r u c t u r e
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E X E C U T I V E  S U M M A R Y

P U R P O S E

To (1) review State  M edicaid cost sharing policies and (2) determ ine their im pact on 
the program .

BA CK G ROU N D

M edicaid is one o f the fastest growing program s in F ederal and S tate  budgets. Total 
M edicaid expenditures grew  from  S72.1 billion in 1990 to S94.5 billion in 1991, an 
increase o f 31 percen t. As M edicaid costs continue to rise, F ederal and  S tate  officials 
a re  searching for cost containm ent m easures.

O ne o f the fastest growing trends in co rpo ra te  health  care cost containm ent is g rea ter 
beneficiary cost sharing. C ost sharing requires beneficiaries to pay a portion  of their 
health  care costs. S ta te  M edicaid program s have also increasingly b een  using cost 
sharing as a cost con tainm en t m ethod. S tates no t currently using cost sharing policies 
may begin to reexam ine the issue since M edicaid now absorbs 14 cents o f every State 
dollar spent.

Section 1902(a)(14) o f the Social Security Act provides th a t M edicaid m ay impose 
"enrollm ent fees, prem ium s, o r sim ilar charges, and  deductions, cost sharing, or similar 
charges." Children. H M O  enroilees, pregnancy services, em ergency services, hospice 
services, and services provided to residents of nursing facilities o r m edical institutions, 
a re  exem pt from  cost sharing.

T o exam ine S ta tes’ cost sharing policies, we collected detailed  inform ation from State 
M edicaid d irectors. W e also review ed d a ta  collected by the H ealth  C are  Financing 
A dm inistra tion’s (H C F A ) inform ation systems.

FIN D IN GS

Tiventy-seven States use cast sharing in their Medicaid programs.

Cost sharing programs save money.

States without cost sharing could save between $167 and $335 million annually (of which 
the Federal share would be $99 to $198 million) by applying cost sharing to just four 
services -  inpatient hospital outpatient hospital physician visits, and prescription drugs.

States with cost sharing do not report significant impacts on utilisation of services or 
access to care.
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AGENCY COMMENTST3H

T he H C FA  and the A ssistant Secretary for M anagem ent and Budget com m rn if a <«• 
the draft report; the full text of their com m ents is in A ppendix  D. N either afek....y  
concurred with ou r draft recom m endation. W e have m ade several changes in 
response to their suggestions. However, we believe th a t the available evidence 
supports cost-sharing as a viable cost saving m echanism  for financially s trapped  State 
program s, and would have a less deleterious effect on M edicaid beneficiaries ■ 11 
poor paym ent ra tes  to  providers, o r elim ination of services o r eligible groups

iii



E X E C U T I V E  S U M M A R Y

PURPOSE

To (1) review State M edicaid cost sharing policies and (2) determ ine their impact on 
the program .

BA CKGROUND

M edicaid is one o f the fastest growing program s in Federal and State budgets. Total 
M edicaid expenditures grew from  $72.1 billion in 1990 to $94.5 billion in 1991, an 
increase o f 31 percen t. As M edicaid costs continue to rise, Federal and State officials 
are  searching for cost containm ent m easures.

O ne o f the fastest growing trends in corpora te  health  care cost containm ent is g reater 
beneficiary cost sharing. C ost sharing requires beneficiaries to  pay a portion  of their 
health  care costs. S tate  M edicaid program s have also increasingly b een  using cost 
sharing as a  cost containm ent m ethod. S tates no t currently using cost sharing policies 
may begin to reexam ine the issue since M edicaid now absorbs 14 cents o f every State 
dollar spent.

Section 1902(a)(14) o f the Social Security Act provides tha t M edicaid may impose 
"enrollm ent fees, prem ium s, o r sim ilar charges, and  deductions, cost sharing, or similar 
charges." Children. H M O  enroilees, pregnancy services, em ergency services, hospice 
services, and services provided to  residents of nursing facilities or m edical institutions, 
are exem pt from  cost sharing.

T o exam ine S ta tes’ cost sharing policies, we collected detailed inform ation from State 
M edicaid directors. W e also review ed da ta  collected by the H ealth  C are  Financing 
A dm inistration’s (H C F A ) inform ation systems.

FINDINGS

T \va ity-seven  S ta tes use ca st sharing in  th e ir M edicaid program s.

C ost sharing progr am s  save m oney.

S ta tes w ith o u t co st sharing  co u ld  save betw een $167 and  $335 m SBon annua lly (o f w hich 
th e  F ederal share w ould be $99 to  $198 m illio n ) by applying co st sharing to  ju s t fo u r  
services -  in p a tien t h o sp ita l, o u tp a tien t hosp ita l, physician  v isits, and  prescrip tion  drugs.

S ta tes w ith  co st sharing  do  n o t report sig n ifica n t im pacts on u tiliza tio n  o f services or 
access to  care.

i



C ost sharing  S ta les have n o t experienced excessive a d m in istra tive, recip ien t, or provider 
burdens.

F ederal requirem ents m ay h in d er S ta tes fro m  designing even m ore e ffective  co st sharing  
program s.

RECO M M EN D A TIO N

W e believe th a t im plem enting o r expanding cost sharing program s would allow State 
to  ( 1 ) reduce  program  expenditures; (2 ) m aintain  o r  increase eligible populations; (2 
m aintain  o r  increase covered sex vices; an d /o r (4) m aintain  o r  increase reim bursem er 
rates.

As a resu lt o f these conclusions, we m ake the following recom m endation.

T he H C F A  sh o u ld  p rom ote th e  developm en t o f e ffe c tiv e  co st sharing program s by:

► allowing S tates to  experim ent w ith cost sharing  program s th a t target n<
populations and  reflect m ore substantial cost sharing am ounts, and/or

► recom m ending  changes to  F ed era l requ irem en ts allowing for greater
S ta te  flexibility in determ ining  exem pted  populations and services, and
allowing higher recipient cost sharing am ounts.

T he H C FA  m ight also consider funding evaluation p r o je c t  which formally assess co 
sharing program s and  provide inform ation on the m ost effective structure o f such 
program s.

T he H C F A  sh o u ld  prom ote th e  u se o f co st sharing  in  S ta tes th a t do  n o t currently have 
program s. The H C FA co u ld  choose to  exercise its  leadersh ip  in  a  num ber o f w ays Th 
H C FA cou ld :

► encourage  S tates to  im plem ent cost sharing by providing inform ation 
ab o u t S ta te  experiences with cost sharing and  offering technical 
assistance and  claT.ificaiion o f F edera l requirem ents, or

► seek  legislation to  p reside  S tates with incentives to  im plem ent cost 
sharing  program s, such as decreasing F edera l m atching to States who 
no t im plem ent cost sharing, o r

► seek  legislation to  m andate  cost sharing for all States.



AGENCY COMMENTS
T he H C FA  and the Assistant Secretary for M anagem ent and Budget common if 
the d raft report; the full text of their com m ents is in A ppendix D. N either abw, 
concurred with ou r draft recom m endation. We have m ade several changes in 
response to the ir suggestions. However, we believe tha t the available evidence 
supports cost-sharing as a viable cost saving m echanism  for financially strapped 
program s, and would have a  less deleterious effect on M edicaid beneficiaries f  
p oor paym ent ra tes  to providers, o r elim ination o f services o r eligible groups
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I  N T  R O D  U C T I O N

P U R P O S E

To (1) review State M edicaid cost sharing policies and (2) determ ine their impact on 
the program .

B A C K G R O U N D

C ost Sharing

M edicaid is one o f the fastest growing program s in Federal and State budgets. Total 
M edicaid expenditures grew from  $72.1 billion in 1990 to  $94.5 billion in 1991, an 
increase o f 31 percent.

As M edicaid costs continue to rise, Federal and State officials are  searching for cost 
containm ent m easures. O ne of the fastest growing trends in corporate  health  care 
cost containm ent is g rea ter beneficiary cost sharing. Cost sharing requires 
beneficiaries to pay a  portion of the ir health  care costs. S tate  M edicaid program s 
have also increasingly been  using cost sharing as a cost containm ent m ethod.

S tates no t currently  using cost sharing policies may begin to  reexam ine the  issue since 
M edicaid now absorbs 14 cents o f every S tate  dollar spent. A ccording to  Raym ond 
Scheppach, Executive D irector o f the N ational G overnor’s Association, as State 
budgets rise and "governors are becom ing m ore reluctant to ask for tax increases, 
S tates are  likely to cut m ore deeply into spending and perhaps impose new ’user fees’ 
for specific p rogram s ."1
F ederal C ost Sharing  L eg isla tion  and  R egulation

Section 1902(a)(14" of the Social Security A ct allows M edicaid to  im pose "enrollm ent 
fees, prem ium s, o r -imilar charges, and deductions, cost sharing, o r sim ilar charges." 
M edicaid cost sh a rirg  legislation has changed since the original 1965 law. T he largest 
change to date  occu ired  under the Tax Equity and Fiscal Responsibility A ct o f 1982 
(T E FR A ).

T he  T E F R A  expanded  cost sharing options to allow bo th  the medically and 
categorically needy to  pay nominal fees for alm ost all services. The legislation 
precludes providers participating under the State plan from  denying service due to an 
eligible rec ip ien t’s inability to pay the cost sharing am ount. However, the provision 
does not extinguish the recip ien t’s liability for the am ount.

'J im  Luther, "States may be forced to cut spending m ore despite tax increases," 
The Baltim ore Sun. O ctober 30, 1991, 6A.
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Section 1916 of the Social Security Act was added by T E F R A  and exem pts the 
following populations and services from  cost sharing : children, H M O  enrollees who 
are categorically needy, pregnancy services, em ergency services, hospice services, and 
services provided to residents of nursing facilities or m edical institutions. In addition, 
specific types of cost sharing such as enrollm ent fees, prem ium s, or sim ilar charges 
cannot be im posed upon the categorically needy.

T he M edicaid cost sharing paym ent regulations outlined in 42 C FR  Ch. IV sections 
447.50-.59 establish minim um  and maximum charges for enrollm ent fees and 
prem ium s based on fam ilies’ gross monthly income. T he maxim um  deductible, 
coinsurance, or copaym ent charge for institutional services cannot exceed 50 percent 
of the  M edicaid agency’s paym ent for the first day o f service. F or non-institutional 
services:

• deductibles may not exceed $2 p e r m onth p er family p e r period o f eligibility;
• coinsurance ra tes may not exceed 5 percen t o f the service paym ent; and
• maximum copaym ent chargeable to recipient for services is $.50 to $3.00, 

depending on the  cost of the service.

P revious C ost Sharing S tu d ies

T he largest study to  d a te  on the effects o f cost sharing was conducted by the R and 
C orporation . T he H ealth  Insurance Experim ent reviewed health  care consum ption by 
insured individuals a t random ly assigned levels o f cost sharing. O ver 7,000 people 
w ere assigned coinsurance ra tes o f 0, 25, 50 and  95 percent. T he purpose  was to 
determ ine  the po ten tia l effects o f  cost sharing on service utilization and overall health 
status. T he federally-sponsored study ran over several years in the 1970’s and early 
1980’s.

T he study found tha t patients with lim ited cost sharing used approxim ately one-third 
fewer m edical services than  patients receiving free  care. A part from  b e tte r  blood 
pressure control and co rrected  far vision, participants in free care did not have 
significantly b e tte r  health  outcom es than  patients with cost sharing plans .2
In a review of C alifornia’s 1972 cost sharing experim ent, m ost M edi-Cal3 beneficiaries 
thought that cost sharing had no t affected  their health  care. H ow ever, 17 percent

2R o b ert H. Brook, R o b ert H ., John  E .W are, Jr., W illiam H . R ogers, Em m et B. 
K eeler, Allyson R. Davies, C athy A. D onald, G eorge A. G oldberg, K ath leen  N. Lohr, 
Patricia C. M asthay, and  Joseph P. Newhouse, "Does F ree C are  Im prove A dults’ 
H ealth?  R esults from  a R andom ized C ontrolled Trial," T he New England Journal of 
M edicine Vol. 309 No. 23 (D ecem ber 8, 1983): 1426-34.

3C alifom ia’s M edicaid program  is called M edi-Cal.
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thought it had reduced  the care available to them . These 17 percent were for the 
m ost p a rt in households with chronic o r significant m edical needs .4
A  m ore recen t study on M edicaid prescription drugs found tha t New H am pshire’s 
m onthly limit on prescriptions caused a 30 percent drop  in the num ber of 
prescriptions filled. A fter the limit was rescinded and a S1.00 copavm ent was 
im plem ented, presciip tions increased to just below pre-lim it levels.

F o r a m ore inclusive list o f cost sharing references see A ppendix  A.

METHODOLOGY

S la te  In terview s

W e conducted  struc tu red  te lephone interviews with S ta te  M edicaid D irectors o r their 
represen tatives. T o  facilitate d a ta  collection, inform ation sheets w ere sen t to all States 
th a t had  cost sharing  program s p rio r to  the interview. W e also asked States to 
provide us with w ritten  m aterial on

the  types and  am ounts o f cost sharing,

• rep o rted  cost projections and savings, and

« cost sharing program  evaluations.

W e interview ed officials in 49 States and the D istrict o f Colum bia. S tate  officials in 
C alifornia declined to  be interview ed but did provide us w ith w ritten m aterial. 
W henever possible, we have included California’s inform ation in our S ta te  statistics.

A lthough A rizona does not have fee for service re im bursem ent, it was included in our 
interviews. U n d er the  T itle X IX  dem onstration project, the A rizona H ealth  C are Cost

4C arl E. H opkins, M ilton I. R oem er, D onald M. P rocter, Foline G artside, Jam es 
Lubitz, G erald  A. G ard n er, and M arc M oser, "Cost-Sharing and  Prior A uthorization 
Effects on M edicaid Services in California: Part I. T he B eneficiaries’ Reactions," 
M edical C are Vol. X III No. 7 (July 1975): 582-94.

3S tephen  B. Soum erai, J e n y  A vom , Dennis R oss-D cgnan, and Steven G ortm aker, 
"Paym ent R estrictions for Prescription Drugs U nder M edicaid: Effects on Therapy, 
Cost, and  Equity," T he  New England Journal o f M edicine Vol. 317 No. 9 (August 27, 
1987): 550-56.

S tephen  B. Soum erai, D ennis R oss-D egnan, Jerry  A vom , T hom as J. McLaughlin, 
and  Igor Choodnovskiy, "Effects o f M edicaid D rug-Paym ent Limits on Admission to 
H ospitals and N ursing H om es," T he New England Journal o f M edicine Vol. 325 No. 
15 (O c to b er 10, 1991): 1072-7.



C ontainm ent System provides care through organized health  plans and capitated  
reim bursem ent. H ow ever, Arizona does allow cost sharing by the health plans f o r . 
lim ited num ber of services. T herefore , we requested  inform ation on their experient 
with cost sharing.

D ata R eport» and In fo rm a tion  System s

T he inform ation collected from  our S tate  interviews was com pared  with the H C F A ’ 
new S tate Profile D ata  System (spD A T A ) for inaccuracies. W e found a few 
discrepancies and inform ed H C F A ’s M edicaid B ureau abou t the differences. The 
e rro rs w ere found to lie with the da ta  system  and not ou r S ta te-reported  data. The 
w ere caused by tim e lags on newly im plem ented policies o r da ta  input mistakes.

T o  project cost savings, we used service num bers supplied by S tates on 1991 Form  
HCFA-2082. T he da ta  is based  on service claims paid  by State M edicaid agencies 
Fiscal Y ear 1991. See A ppendix  B for a detailed  description o f the cost savings 
projection.



F I N D I N G S

T W E N T Y -S E V E N  ST A TES U SE  C O ST S H A R IN G  LN T H E IR  M ED IC A ID  
P R O G R A M S .

Twenty-six S tates cited containing costs or reducing unnecessary utilization as the main 
reasons for im plem enting recipient cost sharing in their M edicaid program s. Several 
S tates im plem ented  cost sharing to  prom ote an active role for recipients in their 
health  care. O ne S tate  also m entioned  that they use cost sharing to encourage 
partic ipation  in health  m ain tenance organizations (H M O ) since H M O  enrolled  
M edicaid recipients a re  exem pt from  cost sharing. See A ppendix C  for a list o f States 
with cost sharing.

S tates have been  using cost sharing for m ore than  two decades. H alf (14 of 27) the 
S tates have im p lem ented  their program s increm entally over the years. Five States 
established program s in the early to  mid 1970’s. M ost S tates began program s during 
the 1980’s. Tw o S tates im plem ented  cost sharing program s in 1992.

O f the 24 S ta tes not currently  using cost sharing, alm ost half a re  now considering 
program s. In fact, New Y ork plans to im plem ent cost sharing in the early part of 
1993. T h e  m ain reason  S tates a re  considering cost sharing is budgetary  restraints.

The m o st freq u en tly  u sed  fo rm  o f co st sharing is  copaym ents.

All S ta tes with cost sharing use copaym ents as the m ain m echanism  for sharing costs 
with recipients. C opaym ents range from  50 cents to $3.00, with the exception of 
inpatien t hospital copaym ents which range up  to  $50 p e r admission. F ou r States also 
use 2 o r 5 percen t coinsurance for certain  services and  one S ta te  recently 
im plem ented  an inpa tien t hospital deductible o f $ 100.

No S ta tes use enro llm ent fees o r  prem ium s for m edically needy individuals as allowed 
by F ed era l law. Tw o S tates used prem ium s in the late 1970s bu t found them  
cum bersom e to  adm in ister and  discontinued their use. Both S tates recounted  that 
local offices had  difficulty adm inistering the program s since prem ium s w ere based on 
recipient incom e. Since incom es changed m onthly, the prem ium s had to be 
recalcu lated  every m onth resulting in increased staff time and record keeping.

S ta tes a u to m a tica lly  d ed u ct co st sharing  am ounts fro m  provider reim bursem ent.

All S ta tes6 reduce p rov ider re im bursem ent for eligible recipients and services 
regardless o f w hether tiie copaym ent is collected. T he  m ajority do not requ ire

6Except A rizona, which takes copaym ent am ounts into account when developing 
its cap ita tion  rates.
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providers to  indicate on the claim form w hether they have collected or a ttem p ted  to 
collect the  cost sharing am ount.

S tates use com puter edits in their inform ation systems and provider-supplied 
in form ation  to adm inister cost sharing. C om puter edits m atch inform ation from 
eligibility files to  claim forms for exem ptions such as children and  nursing hom e 
residents. Edits also identify exem pted services by diagnostic code, e.g. em ergencies. 
O th e r S ta tes  use exem ption codes supplied by the provider to indicate em ergency, 
family planning, o r  pregnancy services.

S ta te s app ly ca st sharing to  bo th  m andatory and o p tio n a l M edicaid services w ith  
p rescrip tio n  drugs being  th e  m o st freq u en t co st sharing service.

States apply  cost sharing to  a wide array of services. Som e States have chosen to 
apply cost sharing only to  m andatory services (S tates m ust provide these services as 
req u ired  by law); o thers apply it only to  optional services (S tates elect w hether o r not 
to  cover these  services).

M ost S ta tes  apply  cost sharing to bo th  m andatory and  optional services. A lm ost all 
S ta tes (25 o f 27) em ploy cost sharing on prescription o r  pharm acy services. T he 
services to  which S tates m ost often apply cost sharing a re  shown below. A  com plete 
list o f cost sharing services by State is p resented  in A ppendix C.

S e r v i c e s  M o s t  F r e q u e n t l y  U s e d  

f o r  C o s t  S h a r i n g

Types of Service

Proscription Drugs

Outpatient Hospital

Optometrists

Physic taw Services

Podiatrists

Inpatient Hospital

0 6 10 16 20 26 30
Number of Stetee

N-27

T h e  num b er o f services with cost sharing varies am ong S tates. O ne S tate  (PA ) 
app lies cost sharing to all but a few exem pted services while five S tates apply
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cost sharing to only one service. Two-thirds of S tates have m ore than five services 
with cost sharing.

S tates reported  a num ber of rationales for selecting services for cost sharing. The 
m ost com m on was services for which States believed there was unnecessary utilization. 
Twenty-five percent said they w anted to put cost sharing on all the services allowed by 
F edera l regulation. Several said they specifically chose services w here they felt there 
would no t be a negative im pact on access. O th er S tates m entioned choosing services 
w here  cost sharing would be easier to adm inister and  collect. Finally, three States 
w ere given specific service choices from  their S tate  legislatures.

C O ST  SH A R IN G  P R O G R A M S  SA V E M O N E Y .

Tw enty-tw o o f the 27 S ta tes rep o rted  th a t their program s reduced M edicaid 
expend itu res .7 T hree  S tates which had recently im plem ented program s had no 
inform ation yet. O ne S ta te  which had no statistical p ro o f o f savings declined to 
respond.

E leven  S ta tes reported a n n u a l co st savings ranging p o m  $,325,000 to  S9 .5  m illio n .

O f the 22 S tates reporting  savings, 11 provided financial data. As shown below, eight 
S ta tes provided statistics from  their inform ation systems or outside evaluations and the 
rem aining th ree  w ere estim ated  dollars.

The th ree  rem aining S tates provided dollar estim ates o f $325,000, $500,000, and 
$2,250,000. These savings w ere a ttribu ted  to cost sharing applied to prescription drug 
services.

S tate N um ber o f 
Services

N um ber o f 
R ecipients

Cost Savings

C olorado 9 200,000 FY  1991 $2,168,342

M aine 10 147,886 FY  1992 $432,2461

M ontana 26 70,000 FY  1991 $917,412

N orth  C arolina 9 751,000 FY  1992 $5,518,910

Pennsylvania all 1,177,161 FY 1990 $9,424,585

South D akota 10 55,000 FY 1992 $708,384

V erm ont 3 68,622 FY  1992 $906,199

W isconsin 19 416,000 FY  1988 $6,700,000
S a v in g ?  a r t  f o r  p re s c rip tio n  d ru g s  o n ly  a n d  f o r  th e  11  m o n th  p e r io d  7 I9 1 ‘ 5 /9 1

7C alifom ia’s w ritten m aterial did not provide us with cost savings inform ation.
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Of the eight States that provided actual cost savings, only Wisconsin included S2.1 
million in savings from decreased utilization. The remaining seven States’ savings 
figures represent only reductions in provider reimbursement by the amount of 
recipient cost sharing.

States without financial data believe cost sharing saves monry.
The 11 States whose information systems did not collect savings infoiT.iation 
nevertheless believe their programs have achieved savings. Five States believe saving 
come from recipient cost sharing dollars and six believe savings come from a 
combination of cost sharing dollars and reduced utilization.

STATES WITHOUT COST SHARING COULD SAVE BETWEEN $167 AND S3: 
MILLION ANNUALLY BY APPLYING COST SHARING TO FOUR SERVICES

Potential savings for 24 States without cost sharing depends on the number of eligibh 
beneficiaries and services to which cost sharing is applied. However, we estimate thz 
cost sharing on four services in these States could save the Medicaid program betwet 
$167 and $33S million a year. The Federal share could range from $99 to $198 
million and the States could save between $68 to $137 million.

These savings are due to reductions in provider reimbursement alone and do not 
include savings from possible utilization changes. The savings would be even greater 
States implemented cost sharing on more than just these four services.

This estimate includes four services ~ prescription drugs, physician visits, inpatient 
hospital stays, and outpatient hospital visits. These services were selected because 
information on their use by recipients was available from State HCFA-2082 reports f 
1991.

The number of services provided by each State without cost sharing was multiplied b 
the most frequently used copayment amount by States with cost sharing. The cost 
savings projection includes savings only from reductions in service reimbursement by 
the amount of recipient cost sharing and not reductions in service utilization.

The high estimate of $335 million is not reduced by the number of services that woul 
be exempt according to Federal regulations. The $167 million estimate excludes thest 
exempted services. See Appendix B for a more detailed description of the cost 
sharing projection.

STATES WITH COST SHARING DO NOT REPORT SIGNIFICANT IMPACTS 
ON UTILIZATION OF SERVICES OR ACCESS TO CARE.

Although 15 States cited reducing inappropriate utilization as one of the reasons for 
implementing cost sharing, States have not experienced significant reductions in the 
use of services after implementation of cost sharing.
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Only three States have formally evaluated their cast sharing programs. Their results have 
differed, but in no case did they find a strong relationship between the implementation o f 
cost sharing and significant reductions in the us*' o f services.
The three States that have conducted formal evaluation are Wisconsin, California, and 
Montana.

Wisconsin’s Office of Policy and Budget reviewed the State’s cost sharing program in 
1989.8 Wisconsin looked at utilization information for cost sharing services 
implemented over several years. For a grotjp of copayments implemented in 1981, 
they found a 1.5 percent decrease in utilization for services that were not greatly 
affected by other program changes (chiropractic, medical equipment and supplies, and 
transportation). For copayments instituted or increased in 1988, Wisconsin found a 
1.5 percent drop in utilization for physician services and no decrease in outpatient 
hospital services. The Wisconsin report cautions that

The utilization effect statistic must be interpreted with caution since 
factors other than copayments may account for this change, e.g., changes 
in provider participation. Probably the way to interpret the 1.5 
utilization percentage is as the maximum that might be due to 
copayments.

In 1985, under contract with HCFA, California evaluated the Medi-Cal copayment 
demonstration project.9 The evaluation found no significant changes in utilization for 
physician office visits, emergency room visits, physical therapy, chiropractic services, 
and optometry after copayments were implemented.

Montana's evaluation found that after copayments were implemented for 19 services, 
recipient usage increased for all services except 3 -  inpatient hospital, dental, and 
prescription drugs.10 The reported decreases for inpatient hospital and dental 
services could not be attributed solely to copayment since there had also been changes 
in reimbursement methodologies and coverage. However, the 15 percent decrease in 
utilization from 3.17 prescriptions to 2.68 prescriptions per recipient may have been 
attributable to copayments.

t im o th y  Tyson, The Impact of Copayments on Medical Assistance Recipients: A 
Report to the Legislature (Wisconsin: Wisconsin Depanm ent of Health and Social 
Services, Office of Policy and Budget, Evaluation Section, June 1989).

9D. Jerome Hansen, James C. Cicconetti, Terri Stackpole, and John Keith, 
California Statewide Copayment Project (California: California Department of Health 
Services, July 1985), HCFA Contract No. ll-P-98206/9-03.

10KPMG Peat Marwick, State of Montana. Department of Social and 
Rehabilitation Services: Review of the Copayment Program, (November 1990).
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Almost half o f the States without statistical evaluations reported no significant decrease: 
in cost sharing services. None o f the remaining States had recent information on 
utilization changes attributable to cost sharing.
Eleven of the 24 States without evaluation data reported no significant decreases in 
utilization attributable to cost sharing. These responses were based on overall 
utilization comparisons from year to year. Three States had just begun their cost 
sharing programs and therefore did not have any information.

Of the remaining States, seven did not know of any changes because they did not 
collect utilization impact data. Two States had no recent impact data but had writt< 
materia] from over 10 years back showing decreases in utilization the year after 
copayment implementation. One other State had a lowering in utilization numbers 
but felt they couldn’t attribute this to cost sharing.

Cost sharing programs are often implemented with other cost containment, 
reimbursement, and eligibility changes. This makes assigning utilization impact to c 
sharing almost impossible. In fact, 17 States implemented other program changes a 
the same time as cost sharing.

Most States do not believe cost sharing prevents recipients access to needed services.
Eighty percent of States (22 of 27) did not believe recipient access to necessary car 
was limited by cost sharing. According to respondents, the Federal requirement th« 
providers must furnish service when the recipient is unable to pay precludes limitini 
access and the nominal cost sharing amounts do not put undue burdens on people 
requiring essentia] care.

Twenty percent reported that they could not say absolutely that cost sharing never 
interferes with access to necessary seivices. Two States suggested that while provid 
were not limiting access to care, some recipients might forego services because the} 
aren’t aware that they must be served even if they are unable to pay at the time th 
service is provided. However, one State also mentioned that they were hesitant to 
make the policy clear to recipients for fear that recipients would always say they 
couldn’t pay.

State evaluations confirm the information collected from the States concerning recipie 
access to services under cost sharing
All three State evaluations conclude that cost sharing has not limited recipients’ ac 
to necessary services. M ontana’s evaluation also included a provider survey indica 
that cost sharing had not influenced their acceptance of Medicaid patients.

Wisconsin’s evaluation further reviewed access to care by including a recipient sun 
Eleven of 151 respondents indicated that they had sought fewer services because t 
could not afford the copayment. The study also presented evidence showing that
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than 2 percent of the calls to the Medicaid recipient hotline were about copayments in 
the 2 months preceding and the 4 months following copayment implementation. Most 
of these calls (95 percent) were questions and clarifications about cost sharing while 5 
percent were complaints.

COST SHARING STATES HAVE NOT EXPERIENCED EXCESSIVE 
ADMINISTRATIVE, RECIPIENT, OR PROVIDER BURDENS.

Overall, States with cost sharing indicated they had few problems with implementation. 
Over 45 percent of States said they had no implementation problems. Other States 
mentioned working out concerns with advocacy groups and provider associations.
Four States have had court cases brought against them by patient advocacy groups.
All of these States have since implemented cost sharing.

Interestingly, more than half the States (15 of 24) without cost sharing believed it 
would be a financial burden for them to administer. They also felt cost sharing would 
impose too great a financial burden on recipients and providers.

The administrative expense is basically a one-time minimal cost for information system 
changes and information dissemination.
Five States furnished dollar estimates ranging from $2,000 to $100,000 for the 
information system changes. Two States estimated their staff time for rule-making and 
information dissemination at $15,000 and $30,000 respectively. The remaining States 
either could not break out the cost of their cost sharing program or estimated the cost 
to be "minimal" or "negligible."

New York, which is attempting to implement cost sharing, reported implementation 
cost of $1.5 million. Approximately $1 million was for client notification and $500,000 
for information system changes including department and contractor costs.

The higher implementation costs are due to the large size of New York’s program and 
the number of notices sent out due to court challenges and delays. However, if New 
York’s initial cost savings projections are correct, New York should recover its 
expenditure in 1 month’s time.

Some States reduce burden on recipients by expanding exemptions and capping cost 
sharing amounts.
Fifteen States have expanded the age of exempted children beyond the Federal 
requirement of 18 and under. Twelve States have expanded the age to 21, two 
increased to age 19, and one to age 20.

Fifteen States have expanded the pregnancy-related service exemption to include all 
pregnant women. Some States did this to alleviate administrative confusion, so that 
providers can exempt any woman who is pregnant. Otherwise, States require
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providers to indicate that the service is pregnancy related, e.g., providers must writ 
"related to pregnancy" on the prescription.

At least 12 States also exclude services to severely or chronically ill individuals. Th 
include dialysis services, chemotherapy, radiation therapy, oxygen equipment, and 
home and community bâ Cwi services.

Five States have also tried to ensure that recipients are not overburdened by large 
cost sharing amounts by establishing caps on specific services or total cost sharing 
amounts.

Colorado has a cost sharing cap of $150 per year.

Maine established monthly caps for each cost sharing service that range froi 
$4 to $30 per month.

Montana allows cost sharing up to $127 per year for families. It also limits 
cost sharing for inpatient hospital stays to $66 per admission.

Pennsylvania caps copayments at 590 for a 6-month period. Inpatient hosp 
copayments may not exceed $21 per admission.

Wisconsin caps inpatient hospital services, physician visits, and sole-providei 
pharmacy services at various dollars limits per year. Cost sharing for 
physical/occupational/speech therapy and psychotherapy ends after so many 
hours or dollars of service provided.

All States, except Pennsylvania, stop reducing provider payments when the dollar 
amount is reached. Pennsylvania rebates the amount paid over the limit to the 
recipient every 6 months.

Overall, among the 17 States that could estimate the number of recipients exempt 
from cost sharing, 9 States exempted between 40 and 50 percent and 8 exempted 
50 percent.

Provider responses to cost sharing are mixed. However, provider participation in Med 
has not dropped due to cost sharing.
Over half the States reported little or no negative response from physicians when 
implemented cost sharing. Several of these States said providers were used to co: 
sharing since it is a component of most third party health insurance.

Other States reported mixed responses, especially among different provider group 
Several States said specific provider groups in their State actually supported cost 
sharing by Medicaid recipients. Four States said provider groups were extremely 
opposed to cost sharing in the Medicaid program.

12



Provider complaints focused mainly on the administrative hassle attached to collecting 
cost sharing payments from recipients. Providers explain that if the amount is not 
collected at the time of service, the cost of billing for the amount exceeds the amount 
billed. Complaints were also received that providers looked at this as reducing 
reimbursement levels that they already consider too low.

Almost 90 percent of States (21 of 24) did not monitor collection of copayments by 
providers. Therefore, States don’t know if recipients are making the payments. 
However, about one-third of the States believed that there are instances when cost 
sharing amounts are not being paid by recipient or collection is not being attempted 
by providers.

Although there is little State collected data on the impact of cost sharing on providers, 
provider surveys supply additional insight into the impact of cost sharing on physicians 
and their actions. The three State evaluations highlighted the following:

• Approximately 50 percent of all copayments went uncollected.

• Providers with high percentages of Medicaid patients were more likely to 
charge copayments.

• Providers felt the nominal nature of cost sharing amounts were not worth the 
billing or collection effort.

• Certain providers such as pharmacists more frequently collect cost sharing 
payments.

All except two States report no decreases in Medicaid provider participation after 
implementing cost sharing. One State has lost several podiatrists and they believe this 
might be due to a combination of copayments and declining reimbursement. Another 
State reported discontinuing a physician visit copayment after physicians threatened to 
drop out of the program. However, this same State characterized the pharmacy 
providers as being positive about the cost sharing program.

FEDERAL REQUIREMENTS MAY HINDER STATES FROM DESIGNING 
EVEN MORE EFFECTIVE COST SHARING PROGRAMS.

More than 40 percent of States with cost sharing voiced concerns about Federal cost 
sharing requirements. Seventy percent of these States felt that flexible Federal 
requirements would allow States to increase the effectiveness of their cost sharing 
programs. Several States also reported difficulty in preparing guidelines that allowed 
for effective cost sharing while maintaining compliance with Federal requirements.



States report that the Federal exemptions are too broad and the cost sharing amounts too 
nominal for certain services or eligible recipients.
Ten States with cost sharing responded that they would like to design more effective 
cost sharing programs. These States would increase cost sharing amounts or create 
exemptions targeted at specific vulnerable populations or services instead of broad 
exemption categories.

For example, States said they would increase coinsurance and copayment rates, 
inriude HMO enrollees in cost sharing, and waive certain exclusions for populations 
above a certain percentage of the poverty level. States speculated that this increased 
cost sharing would assist them in expanding eligibility to people not currently being 
served by their State’s program.

States without cost sharing also indicated that Federal cost sharing regulations are a 
deterrent. Six States reported not implementing cost sharing because of restrictive 
Federal requirements.

States say defining a recipient's inability to pay cost sharing amounts is difficult.
Several States had difficulty in supplying guidelines to providers defining what 
constitutes a recipient’s inability to pay for services. This is important since Federal 
law requires service to be provided even when a recipient is unable to pay the cost 
sharing amount at the time it is provided

Most States do not have policies for handling recipients who are eligible for cost 
sharing but habitually do not pay. These States tell providers that verbal confirmation 
of inability to pay from recipients is proof of inability to pay. Only three States have 
outlined policies for their providers.

• Michigan’s provider manual states that if the recipient fails to pay a copayment, 
the provider can, in the future, refuse to serve that recipient as a Medicaid 
patient.

• Pennsylvania advocates that providers cannot deny services because of 
recipient’s inability to pay, unless there is "creditable evidence" that the 
recipient is able to pay, but refuses to do so. The policy states that a recipient 
found making purchases of non-essential items is an example of creditable 
evidence and requires the provider to document th ’s in the record.

• Wyoming’s guidance to providers states that since Medicaid copayment 
amounts are nominal, if a recipient regularly fails to pay the required 
copayment a provider may exclude the recipient from their practice.



The majority of States have not defined the difference between unwillingness to pay 
and inability to pay. States just refer providers to the Federal law stating that they 
cannot deny service but that the uncollected amount is considered a debt to providers.



RF, C O M M E N D  AT IONS

The information in this report demonstrates that many States have deve'oped cost 
sharing programs that reduce Medicaid expenditures. States have suggested that cost 
sharing allows Medicaid recipients to be a partner in their health care determinations. 
It also allows Medicaid recipients to become accustomed to an element common in 
private health insurance. States with cost sharing reported no evidence that cost 
sharing has a negative impact on recipients.

We believe that implementing or expanding cost sharing programs would allow States 
to:

► reduce program expenditures;

► maintain or increase eligible populations;

► maintain or increase covered services; and/or

► maintain or increase reimbursement rates.

As a result of these conclusions, we make the following recommendations.

The HCFA should promote the development o f effective cost sharing programs by:
► allowing States to experiment with cost sharing programs that target new 

populations and reflect more substantial cost sharing amounts, and/or

► recommending changes to Federal requirements allowing for greater 
State flexibility in determining exempted populations and services, and 
allowing higher recipient cost sharing amounts.

The HCFA might also consider funding evaluation projects which formally assess cost 
sharing programs and provide information on the most effective structure of such 
programs.

The HCFA should promote the use of cost sharing in States that do not currently have 
programs. The HCFA could choose to exercise its leadership in a number o f ways The 
HCFA could:

► encourage States to implement cost sharing by providing information 
about State experiences with cost sharing and offering technical 
assistance and clarification of Federal requirements, or



The Assistant Secretary for Management and Budget believed that the sample size 
and data were insufficient to support the findings and that additional sample data 
needed to be collected before conclusions could be drawn on the effectiveness of cost 
sharing programs.

While we agree that only three States have formally evaluated their programs, 
testimonial evidence from 24 additional States confirms the evaluations’ findings. We 
believe that taken together, this information provides strong enough evidence to 
support our findings. Certainty, we agree that additional research on cost sharing 
would be helpful; as a result, we have revised our recommendation to include the 
suggestion that HCFA direct some of its evaluation resources towards this end. In the 
meantime, however, we believe that the available evidence supports cost-sharing as a 
viable cost saving mechanism for financially strapped State programs, and would have 
a less deleterious effect on Medicaid beneficiaries than poor payment rates to 
providers, or elimination of services or eligible groups.

T h e A ss is ta n t S ecre ta ry  fo r  M a n a g em en t a n d  B u d g et C o m m en ts



► seek legislation to provide States with incentives to implement cost 
sharing programs, such as decreasing Federal matching to States who do 
not implement cost sharing, or

► seek legislation to mandate cost sharing for all States.

AGENCY COMMENTS

The HCFA and the Assistant Secretary for Management and Budget commented on 
the draft report. The full text of their comments is in Appendix D.

The Health Can Financing Administration Comments
The HCFA did not concur with our draft recommendation that the agency promote 
effective cost sharing in the States. The HCFA cited their desire to have cost sharing 
remain a voluntary State option. This desire is not inconsistent with our draft 
recommendation or our revised recommendations which appear in this final report. 
While mandating cost sharing is one approach that HCFA may choose to consider as 
a way to promote cost sharing, both in our draft report and in this final report we list 
other approaches which HCFA could use as well to accomplish this goal.

The HCFA agreed that there is sufficient evidence to show that cost sharing saves 
money for the Medicaid program. However, HCFA expressed concerns regarding the 
impact that cost sharing has on Medicaid recipients and providers of care.

We agree that the literature shows that certain vulnerable populations such as 
children, people with disabilities, and the chronically ill may be more adversely 
affected by cost sharing. And in this report, we outline some of the polities that 
States with cost sharing have implemented to protect these populations. These 
policies include capping cost sharing amounts, excluding certain services from cost 
sharing, and exempting children up to 21 years of age.

We also agree that cost sharing must be reviewed for its impact on providers.
Although we found that cost sharing had not caused providers to leave the Medicaid 
program, we recognize that States with low provider participation must be concerned 
'bout recipients’ access to providers.

In response to these concerns, we have decided to create two recommendations. The 
first addresses effectiveness of cost sharing programs and the second addresses the 
promotion of cost sharing in the Medicaid program. We believe that some of HCFA’s 
concerns could be alleviated by allowing States to experiment with cost sharing 
programs. More flexibility would enable States to determine the needs of their 
individual program and populations and then develop a cost sharing program that fits 
those needs. States, for example, could choose to exempt specific vulnerable 
populations from cost sharing while targeting other populations like HMO enrollees 
for cost sharing.
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COST SAVINGS ESTIMATE

Data Source
The data was taken from information reported to the Health Care Financing 
Administration (HCFA) by all States and the District of Columbia. The States report 
their data on the S t a t i s t i c a l  R e p o r t  o n  M e d i c a l  C a r e :  E l i g i b l e s ,  R e c i p i e n t s ,  P a y m e n t s  a n d  

S e r v i c e s , Form HCFA-2082. The data is based on claims paid for services provided in 
Fiscal Year 1991 (October 1, 1990 - September 30, 1991).

In the Annotations for the HCFA-2082 Data Tables, HCFA states that it does not 
guarantee the accuracy of the data provided by State Medicaid Agencies. However, 
HCFA does correct obvious errors and will estimate certain values when appropriate.

Savings Methodology
Of the service types available from the HCFA-2082 Data Tables, we selected services 
using two main criteria: (1) States frequently apply cost sharing to the service and (2) 
most of the services would not be exempted by Federal regulations. Utilizing this 
criteria, we selected three mandatory services and one optional service.

The three mandatory services include inpatient hospital, outpatient hospital, and 
physician visits. The optional service is prescription drugs. Although optional services 
vary by State, all States include prescription drugs as a covered service.

Whenever possible, we applied the most commonly used cost sharing amount when 
estimating our cost savings. For outpatient hospital, we selected $3 as the copayment 
amount since 8 of 16 States used it. For the remaining States, three other States used 
variable payments of $.50 to $3, 3 used $1,1 used $2, and one had a coinsurance of 5 
percent.

We selected $1.00 for physician visits. Out of 15 States using cost sharing on this 
service, 8 used $1, 3 varied between S.50 and $3, 2 used $2, 1 used $3, and 1 used $1 
or $3 depending on the type of service. We chose $1 for prescription drugs also. For 
the 25 States applying cost sharing, 14 used $1, 8 used varying amounts from $.50 to 
$3, 2 used $.50, and 1 used $1.50.

For inpatient hospital services, we selected the most conservative cost sharing amount 
since States’ methodology for applying cost sharing varies. Six of the States with cost 
sharing impose a one time copayment (or deductible for one State) per admission. 
Those payments range between $10 and $100 per hospital admission. Five State apply 
copayment charges on a per day basis. Three of the five States use a $3 cost share 
per day, one uses $5, and one varies between $2 and $3 depending on the cost of
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service. After reviewing this information, we felt the most conservative choice would 
be a $3 copayment per total inpatient hospital days.

In order to estimate the cost savings to the Medicaid program if States without cost 
sharing implemented cost sharing on these four services, we extracted the number of 
paid service claims for the States without cost sharing. However, Rhode Island data 
was unavailable. Therefore, the cost savings estimates are based on 23 States without 
cost sharing.

We calculated the cost savings estimate in three steps. (1) The number of services for 
each State was multiplied by the cost sharing amount we selected. (2) Each State’s 
service cost sharing amount was added to arrive at a total cost sharing amount.
(3) The total service amounts for the four services were then added to project the 
total cost savings if States were to implement cost sharing on these four services. The 
numeric equations for this calculation follows:

S T E P ! STEP-2
S, x $3.00 = ST,- ST/ + S T / + S T / + ... S T /3 = TAS,
S0 x $3.00 = ST0 S T / + S T /  + S T /  + ... S T /3 =  TASC
S. x $1.00 = ST. S T / + S T / + S T / + ... S T /3 = TAS.
S d  x $1.00 = ST, ST / + S T / + S T / + ... S T /3 = TAS,

STEP 3

TAS, + TAS0 + TAS +  TAS, = Total Cost Savings Estimate

S = number of services
ST =  each State’s total cost sharing amount by service type 
TAS = Total of all States’ cost sharing amounts by service type 
1-23 = Each number 1 through 23 equals one State’s total 
i  = inpatient hospital days 
0  = outpatient hospital 
p  = physician visits 
,  = prescription drugs

We presented two dollar amounts for cost savings -  total cost sharing estimates with 
and without exempted populations. To estimate the number of services that would be 
excluded under Federal regulation, we used State reported data on exclusions.

States were asked how many of their recipients would be exempted from cost sharing. 
Out of the 17 States able to answer the question, 9 estimated 40 to 50 percent and 8 
estimated over 50 percent.



Using this information, we selected 50 percent as the number of services to cm • ■ 
for the exempted populations calculation. However we realize that the number of 
beneficiaries exempted may not equal the number of services exempted, since 
exempted populations may use a greater or lesser percentage of certain servr . >

Cost Savings Tables
The following four tables illustrate the cost savings calculations for each serviu ty .̂. 
The fifth table provides the total cost savings estimate with and without exemptions 
and the last table divides total savings into Federal and States shares.

Savings Calculation for Inpatient Hospital Days
8m m To td Sendee* Service* x 53 Non-Exempt

Satvicea
Nooexem pt 

x $3

A)eaka 53,417 $160,251 25,706 $80,124
Connecticut 379,881 $1,139,673 189,946 $569,835
O d iw m 81255 $183,765 30,627 $91,681
G eorgia 1,089,789 $3206.367 534,894 $1,604,662
Howell 70,456 $211,366 36.228 $106,684 j
Idaho 71,993 $215,979 35,996 $107,966
Indiana 809.078 $1.827228 304,536 $913,614
Kentucky 393.996 $1,781,966 296,997 $890,991
Loulaiana 894 894 $2,064,682 347,447 $1,042,341
M lnnaaota 361.255 $1,063,556 180,642 $541,926 I
Nebraaka 117,823 $352,869 56.811 $176,433
N evada 115.865 $347,596 57,932 $173,796
k  1 ̂  . .  lA f e e a j

w w iewy 933,760 $2,801,280 466.680 $1,400,540
New Mexico 131,393 $394,179 66,696 $197,066
New York 4,473,440 $13,420,320 2238.720 $6,710,160
North Dakota 55.068 $155204 27.534 $62,602 :
Ohio 1.202.636 $3,607,914 801,319 $1,803,967
Oklahoma 196.918 $567,754 97.969 $293,877
Oregon 155.606 $466,818 77,803 $233,409
Rhode (aland NA NA NA NA
Tannaaaaa 754.690 $2264,070 377,345 $1,132,035 i

Taxaa 1.599.687 $4,799,061 799.843 $2,399,529 '
Utah 96.990 $290,970 46,496 $145,465
W aahington 406.366 $1,219,096 203,183 $609,549 |

Total 14206,065 $42,616,258 7,102,542 $21,307,626



S a v i n g s  Calculation for Outpatient Hospital Services

8Wm Total Sanrtoee Servtoaa x 93 Non-€xampt
8ervteee

Non te m p t 
z  93

Alaaka 73,064 9210,182 36,932 8100,506
Connecticut 1,111,290 93,333.607 959,640 81.666.047
Delaw are 602.695 92.677,066 446,327 81,338,961
Q eorgla 9,146,679 919,446.029 2574,337 87,723,011
Hawaii 2.647,004 97.041282 1,323,947 93,970,641
Idaho 37,470 9112,410 18,736 966206
Indiana 2204,130 96,612,417 1,102.060 93.306207
Kentuoky 1,384,706 94.194.124 602364 92.077,062
Lou W ane 133128 3300,664 66,614 9100,942
Mlnnaarrta 1,046,066 93,144,166 924,027 91.572001
Nebraaka 68,311 9296.033 42666 6127,966
Nevada 203,366 9610,196 101,609 9306,079
New Jeraey 906.612 82.907.436 407.906 91,403,719
New M adoo 72,110 9216,330 36.066 9108,166
New York 6,078,962 924236.666 4.030291 912117,943
North Dakota 87,394 9202.062 33.677 9101,031
Ohio 2,440,571 97.321.713 1220206 93.660,966
Oklahoma 119,460 9346277 97.729 9173.167
Oregon 92,043 9276,120 46,021 9130.063
Rhode W and NA NA NA NA
Tennaeooe 1,717,441 98.192.323 666,720 92578.160
Texea 826,136 82.478.414 413,060 $1,230207
Utah 1,021,966 93.064,764 910.794 81.532382
»*»—*-|n rdnn▼▼■Mirnyvon 4,191.246 812.973.736 2006.622 96.290.666

Total 34,907,407 9103,782221 17293.600 961,991,004

S a v i n g s  Calculation for Physician Visits

9tatae Total Oatvteaa S ervfcw  x 91 NorvCxempt
Servtoae

Norveaampt
x  91

Alaaka 196.929 9196.929 99294 900264
Connecticut 1,831,901 81,831,901 019,906 9015.906
Oeiawera 377.440 9377,440 196,720 $109,720
Oeorgla 9,976,371 95.976.371 2986.196 92.009.185
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S U M Total 8arvioae Servtoaa x 91 Non-Cxempt
Servtoaa

Non te m p t 
x 91

Hawaii 4,867,763 94 967,763 2,463,861 92,463,661
Idaho 232,423 9232.423 116,211 8116.211
Indiana 1,542,287 81.542287 771,143 1771,143
Kentuclry 2363.344 12.363.344 1,191,672 91,101,672
Louisiana 9.151,352 99.151.352 4,575,678 94.575.676
M lnnaaota 2298.306 92292.306 1,146,153 91.146.153
Nebraaka 917,463 9917,463 458,741 9456.741
Nevada 364.946 9364,945 182472 9162472
New j im y 3.362290 93,362290 1,676,146 91.679.146
New M ttdoo 394,014 9394.014 107,007 $107,007
New York 6,470,838 96,470,836 3236.410 $3238.418
North Dekota 472104 9472,104 236,062 9236.062
Ohio 5,143,620 95.143,620 2571.810 $2,571,810
Oklahoma 740,794 9740,704 370.307 $370,387
Oregon 303,261 9303261 106,630 $106,630
Rhod# W and NA NA NA NA
Tennaaaaa 4,066,469 94.066.460 2032729 $2.032729
Taxaa 9,627,507 98,627,507 4,613,796 94.813,796
Utah 1,666,561 91.680.561 633275 9633275
W aahlngton 3,651,570 I 13,651,570 1,825.785 $1,825,795

Total 66212332 966212332 33,106,100 $33,106,160

S a v i n g s  Calculation for Prescription D r u g s

dtatae Total Satvioaa Servtoaa x 9t N orv& am pt
Servtoaa

Non te m p t
x 91

Alaaka 299,030 9209.039 140,519 9140,519

Connecticut 3.440.148 93.449,140 1,724,574 $1,724,574

Delaware 479,796 $479,739 239,608 $238,806
Q eorgla 8,941,491 $6,941,491 4,420,740 $4,420,740

Hawaii7 600.000 $600,000 300,000 9300,000 i
Idaho 750.107 $750,107 375.053 9375.063 >

Indiana 3.261,632 $3261.632 1,630.819 91.630.816 j
Kentucky 7254,476 97254,476 3.827.238 93.627236

louW ana 6.187,936 16,197.936 4,003.069 94 003.968

M lnnaacta 4,573.500 94.573.506 2298.752 92.286.752
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9W m Total Sarvtoae Servtoaa x 91 Norv£xempt
Servtoaa

Non te m p t 
x $1

N rtK M k l 1,979.620 •1,979,626 989.813 *969,813
Nevada 493239 9493.239 246.619 9246,619
New Jereey 8,427.969 ti8.427.969 4213.964 94.213,994
New M exko 1,454,446 91.464,446 727,224 9727224
New York 26,166221 126,166221 13,064.110 913,094,110
North Dakota 607,666 1907,866 303,942 9303,942
Ohio 15,319,466 •18,319.466 7,666,733 97,669,733
Oklahoma 2.373,160 •2.373,168 1,186.964 91,180,564
Oregon 2,100,122 92.100,122 1,060.061 91,060,061
Rhode W and NA NA NA NA
T tn n ir t t t 6239,696 96239,596 4,119,799 94,119,799
T e x t 11,474,967 911.474,997 6,737,499 96,737,499
Utah 1253,431 •1253,431 926,715 1928,715
W aahlngton 5270.693 98270.669 2.636.346 92,636,346

Total 122.699, M4 9122.869.994 61.429.099

- Sine* Hawmprm ided number ofpiU t m ated o f piacripdam , the 1991 prum ptkm 
number wet obtained /han dm Nadanal Pbamaemukal Cam eil' t  Fharmanudeal 
Bom fUl Under S l a t e  M tdkal AtM&m* f ig P B t t  Sepmmba 1992. p. 77.

Total C o s t  S a v i n g s  Calculation

Typ99 of Service Savings without Exemptions Savings with Exemptions

Inpatient Hospital Days $42,615,285 $21,307,6?^

Outpatient Hospital Services $103,762,221 $51,881,094

Physician Visits $66,212,332 $33,106,160

Prescription Drugs $122,859,984 $61,429,986

Total $335,449,822 $167,724,366



Tab le  3

STATE C O P A Y M E N T  POLICIES IN EFFECT AS  OF JANUARY 1. 1991

STATE SERVICE COPAY
AMOUNT*

APPLICABLE TO ■ •

Alabama Ambulatory surgical center services W OO •
Ourable medical equipment WOO
Federally qualified health canters Si 00 *
Inpailent hospital SSO/admission
Outpatient hospital'" WOO
Supplies/appliances SI 00
Physician otllce visits (Incl. optometric) S1.00
Prescription drugs Varies Aae 19k  pregnant women lor non-pregnancy related prescriptions.
Rural health clinic” * SI 00

Alaska None
Arizona Office visits -S1 00

Elective surgery S5.00
Non-emergency use of ER S5.00

Arkansas None r
California Prescription drugs S I.00 Age 19*-.

Emergency room (Inappropriate use) S5.00
Outpatient hospital S1.00

Colorado (1| Physician services S2.00
Community mental health centers S2.00
Inpatient hospital SlS/stay
Outpatient hospital W.OO

1 Prescription drugs S I.00
Physician visit S2.00
Rural health clinics 12.00

Connecticut None
Delaware None
OC Prescription drugs SO SO Age 21-: pregnant women lor non-pregnancy related prescrptions.

Eyeglasses 52.00
Rorida Dentures Varies (2| : 4ge 21*.

Prosthetic devices - hearing aids Varies |2| Age 21*.
Georgia None
HawaH None —
Idaho None ’
minors Inpatient hospital 

None
Varies (3)

Iowa Chlropracty St.00
Dental S3.00 Age 21*.
Prescription drugs S1.00
Eyeglasses • optician services S2.00
Moo leal equipment & supplies S2.00
Optometry $2.00

• Podiatry $1.00
Prosthetic devices

-hearing aids w oo
—orthopedic shoes S2.00

Psychology S2.00
Psychotherapy (CMHC only) S2.00
Rehabilitation agency S2.00
Transoortatlon - ambulance 52 00

—  Sum m ary: S t a t e  C o p a y m e n t P o l i c i e s
SOURCE. NATIONAL GOVERN!

Page t



I ^ • Table 3 c o n  t.

S T A T E  C O P A Y M E N T  POLICIES IN E F F E C T  A S  O F  J A N U A R Y  1, 1991
(
STATE

Kansas

SERVICE

Ambulatory surgery center services
Audio kgy
Chiropracty
Dental.
Prescnption drugs 
Freestanding psyehiatno hospital 

(private)
Home health agency fskilled nursing) 
Hospital • inpatient

- non-emergency outpatient
- outpatient surgery 

Medical eauioment 
Mental health center 
Optometnst
Physician office visit
Podiatry
Psychology
Transportation • non-emsr. ambulance

CO-PAy 
AMOUNT *

53.00
53.00
50 SO
52.00 
St 00

S25.00/stav
52.00

525.00
51.00
53.00
53.00
52.00
52.00
51.00
51.00 
$2.00 .
51 00

APPLICABLE TO ' *

Kentucky None
Louisiana None
Maine Prescnotion drugs 0.75 [A]
Maryland Prescnption drugs S0.50
Massachusetts None
Michigan (6| Chiroprac -j S1 00

Dental S3 00 Ag“ 21*. •
Prescription d-ugs SO.50
Optometry S2.00
Pediatry S2.00
Prosthetic dtvices • hearing aids S3.00

Minnesota None
Mississippi Oentai S2.00

Prescnption drugs S I.00
Home health visit S2.00
Hospital - emergency room $2.00

- inpatient S5.00 Age 15*: pregnant women (or non-pregnancy related prescriptions.
Optometry S2.00
Rural health clinics - office visits St.00
Transportation - ambulance S2.00

Missoun Auoiolocy Varies (5) Age 16*.
Dental • Varies (5]
Dentures Varies |2|
Prescrtpbon drugs Varies (6)
Hospital - inpatient r J10.00

• outpatient S3.00
Optometry Varies (5]
Podiatry Vanes |S|

Montana; Audio Icgy J0.50 Age 21*.
Clinic services $1 00
Clinical social worker JO.50
Oentai •<-- S I.00

i Prescnption drugs SI 00
Eyeglasses S1 00
Home dialysis tor ESRD JO SO
Home health (not including DME) st.oo I4"

Hospital ■ Inpatient S3.00/day (7)
- outpatient Ji 00

Nurse specialist services St 00
Occupational therapy SO 50
Optometry SI 00
Physical therapy (outpatient) SO 50 >

Physicn n St 00
Podiair. SI 00

SOURCE. NATIONAL GOVERNORS' ASSOCIATION. 1991 ORSCOPAY -?»gs2



S T A T E  C O P A Y M E N T  P O L I C I E S  IN E F F E C T  A S  C F  J A N U A R Y  I, 1991

STATE SERVICE CO-PAY 
AMOUNT•

APPLICABLE TU ' '

ivrsconsm Cental varies (I2| ,
(com.) Prescnooon drugs 30 50 11

CuraDte meclcal equipment 51 00
Eyeglasses Vanes |IS]
Hospital - inoaiient. general 53.C0idav (19|

- inoatienl. mental diseases 53 00/day |'6|
• outpatient 33 00
• surgery 33.00 •

Gotometrv Varies |Sj !
Cral surgery 31.00 !
Crtnodonty Varies |17J
Physician visits (18| 1

• consultations S3 00
- diagnostic procedure in ottice 31 00
• eye exams 32.00
• home

oo

- lap procedure performed In ottice 31.00
- radiology procedure in ottice 32.00
• office 31 00
- outpatient hospital SI.00

Prosthetic devices - heating ads Varies |5]
Proslhodontlc appliance 33.00
Psychotherapy Vanes IIS). (19)
Rural health clinics 32.00
Soeectvhaarmgilanguage Varies (20|
Therapy, physical 4 occupational, per

15 minutes 30 50 (21J
Transportation, ambulance/ non- emer­ 32.00/trlo

gency
Wvomirri Prescnption druas 31 00

K E Y :

CMHC = Community Mental Health Center 
CMEa Ourable medical equipment.
E3RD 3 Sod stage rural disease.

* Unless otherwise specified, co-pay amounts are oaid per service visit.
•• This column refers to speetflc groups ol people lor whom stales have ooieo to imoose charges through provisions of law. Source' US

Oeoanment ol Wealth 4 Human Services: Health Care Financing Adminsit/atlon Analysis ol Slate Medicaid Program characteristics. 
1986. Aug. 1987. p. 75-79.

**• For these services the state requires the copayment be pad per claim I or all Medicaid beneficiaries wno are also Meolcaro-ei'cibio. All
oiher Medicaid benellctaries - the copayment is per visit.1 Medlead recipients are suo|ectto a maximum or 5120.00 in copayments per year.

2 Co-pay is 5% of reimbursement lor these services.
3 52.00 for per diem of 5275 to 5325: 53.00 lor per diem over S32S.
a 3-4.50 per month limit op prescriptions.
5 5.50 to 53.00.6 These co-pay policies are not applicable to Individuals who enroll In the physician-sponsored cian. ,
7 Maximum cooay charge ot 565.00 per stay.
3 Maximum cooay charge ol 521.00 per stay
9 In Pennsylvania the copeys lor services range from 51.00 • 56.00 depending on the Medlead lee lor ihe services orovvced :i the

Medlead lee is:
5 1.00 - 510.00 Ihe copay Is 51.00 _ •
510.00 • 52S.O.O the copay Is 52.00
525.01 - SSO.OO’the copay Is S4.00
550.01 - more Ihe copay Is 56.00

10 For all other services Pennsylvania has esuptlshed a cooay based on iho Meolcad lee (or inal service
Meqlcad lee ot 5 1.00 - 510.00 copay Is 50 50 ,,
Meclcad lee ol 510.01 • 525.00 copay is 51 00 
Medlead lee ol 525.01 - 550.00 copay Is 52.00 
Meolcad lee ol 5S0.01 • or more cooay Is 53.00 

t l Virginias copayments are applicable lo benellcianes age 21* and to c<"dnant women lor non-oregnancv roiated service
12 5.50 on 510.00 or less: 51.00 on 510 01 and over.
13 5.50 to 51.00.
14 Copayment limited to 55.00 per month, per pharmacy. 7 -
15 5 50 to 52,00.
16 Maximum copay charge ol 575 per stay.
17 52.00 to 53.00.
18 A cap ol 530 cumulative limit per calendar year per physician lor all phvscian services ipnysician visits, surgerv Mo i  X uv sen-ices. 

ard diagnostic lesrsi.
19 Copayment may oe charged only on the llrsl 15 visits or 5500 00 per y«ar
20 5.50 per 15 minutes lot some services: 51 00 per procedure lor others
2t Copayment Is limited :o the llrsl 30 hours or 51 Soo ol accumulated services, per oeneiiciarv. per calendar ve.ir

SOURCE. NATICNAL GOVERNORS- ASSOCIATION, not c RSCOPAI'



A P P E N D I X  C

COST SHARING ON MANDATORY SERVICES

Stale Inpatient
Hospital

Owpaiknl
Hospital

Run!Health
CHmc

Federally
Q ualified
Health
Center

Certified
Nurse

P ractitioner* - ~ -* x n w r
AL 30.00 a 3.00 1.00 1.00 1.00 1.00

A Z 5.00 n-e 1.00

AR 1O-3.00 -50-3,00 -50-3.00 .50-3,00 .50-3.00

CA 1.0*5.00 a-e 1.00

CO 13.00 a 100 200 200

DC
FL 1.00 n-e 1.00

IL 2.00/3.00 d

IA
KS 23.00 a 1.00 1.00

M E -50-3.00

MD

MA 3.00 o-e

mi ; j

MS 5.00 d ZOO 1.00 200 1.00

MO 10.00 a ZOO*
MT 3.00 d 1.00 1.00 1.09 1.00

NH
NC 3.00 100
PA 3.00 d 10-3.00 -50-3.00 -50-3.00 .50-3.00 10-3.00

SC

SD 5 percent 200

VT 50.00 a 3.00

VA 100.00 a ' 3.00 1.00/3.00

WV

WI 3.00 d 3.00 .50-3.00 200-3.00 10-3.00

WY 3.00/3.00 n-e 1.00

Total States 11 16/3 n-e 15 7 5 4 i

2 Some Slues include specialized services, e g , ophthalrooiofy or medical psychotherapy, under phytidaa services.
3 Includes 2.00 fo r outpatient service sod 1.00 for physician service
4 Inpatient hospital deductib le
a - cost sharing per inpatient hospital adm ission 
d - cost sharing per inpatient hospital day

C-  1



COST SHARING ON OPTIONAL SERVICES

Sure Preacriptioa
D ru fs

| Optometric/ 
OpuciiA/ 
V ision 

| Serviced
Podia Ir ic  
Services

D ental 
Sendees o r 
Treatment/ 

O ral Surgery2
Chiropractic

Servicea

Durable 1 
M edical 

Equipment

1 AL 10-100 1.00 100

! A Z
AR 10-3.00 -50-3.00 10-3.00

CA 1.00 1.00 1.00 1.00 1.00
CO 10 g/2.00 b 200 200

DC 10
FL 1.00 1.00 1.00 1.00 a 1.00

IL
IA 1.00 200/200 o 1.00 3.00 1.00 200 1

KS 1.00 200 1.00 3.00
M E 1.00 g/2.00 b 10-200 10-3.00

MD 1.00
MA JO
M I 1.00 200 200 3.00 a 1.00

MS 1.00 200

MO 10-200 10-3.00 10-100 10-100

MT 1.00 1.00 1.00 1.00 10

NH 10 g/1.00 b

NC 1.00 200/200 o 1.00 3.00 1.00

PA 1.00 10-3.00 10-3.00 -50-3.00 10-3.00 10-3.00

SC 110

SD 1.00 1.00 JO 5 percent

VO­ 1.00-200

VA 1.00 1.00
WV -50-1.00
W I 1.00 1.00 1.00-100 10-3.00 10/1.00 10-3.00

j WY 1.00 1.00
Total State* 23 15/2o 13 */ 2 s 8 8

1 For ease o f charting, we compressed optotnetnc/vuioo and optician service*.
2 For ease o f charring, we com p ra ted  dental *erv>cei/trea i men I w ith oral surgery, 
b - brand name
g ■ generic 
o -  optician services 
s “  oral surgery



Calculation for Federal a n d  State S h a r e  of S a v i n g s

States FMAP 
19812

Saving*
w ithout

Exemption*2

Federal
Share

9tate Share'* Saving*
with

Exemptions*

Federal
Share

Stats Share

i AK 50.00 >875.011 >437.506 >437,506 >437.503 >218,752 >218.751
CT 50.00 >8.754,710 >4,877,355 >4,877.358 >4,877,351 >2.438.876 >2,438,675

0E 50.00 >3,718.968 >1,858,483 >1,858,483 $1,858,480 >829,740 >929.740

GA 61.34 >33,473.244 >20,532.488 >12,940,758 >18,736,618 >10,288.241 >6,470,377

HI 54.14 >13,720.413 >7.428232 >6292.181 >8.860208 >3.714,118 >3,146,090

10 73.65 >1,310,919 >865,482 >346,427 >655,457 >482.744 >172,713
IN 63.24 >13.243,584 >8,375,230 >4,868,334 >6.621,780 >4,187,614 >2,434,166
KY 72.98 >15,573,928 >11,362,738 >4.211,190 >7,786,963 $5,661,388 >2.105,595
LA 74.48 >19,823,654 >14,764,658 >8,068,908 >8,911,827 >7,382,329 >2,529,498
MN 53.43 >11,083.831 >5,927,434 >8,168,307 >5.548,912 >2,963,715 >2.583.197

NE 82.71 >3.508,911 >2.196.557 $1,307,354 >1,752,952 >1,088276 >653,676

NV 50.00 >1,815.937 >907.968 >807,968 >907.968 >453,983 >453,983
NJ 50.00 $17,588,975 >6,784,488 >8.784,487 >8.784.487 >4.382.244 >4.392.243

NM 73.38 >2.458.971 >1.804.383 >854,578 $1229,484 >802,196 >327,289

NY 50.00 $70,295,065 ' >38,147.533 >39.147.532 >35.147.532 ti7,573. re s >17.573,766

NO 70.00 >1.447,255 >1,013.079 >434,176 >723,627 >508,538 >217,088

OH 56.93 >31,382,713 >18,813,853 >12,579,080 >15,898,355 >8,408,828 >6.288,529

OK 68.65 >4,048.083 12,819,497 11228.586 >2,024,045 >1,408,747 >814.298

o n 63.50 >3238.330 >2.065.070 >1.181.280 >1,518,163 >1,027,534 >590,629

ni 53.74 NA NA NA NA NA NA

TN 68.57 >19,721,450 >13,522,988 >8.198,462 >8.880.723 >6,761,488 >3,098.225

TX 83.53 >28,360,088 >18,029.858 >10.350211 >14,190.032 >8.014.927 >5.175,105

UT 74.88 >6275.716 >4.699.884 $1,575,832 $3,137,857 >2,348,941 >787,916

WA 5421 >22.715.086 >12.313,854 110,401,242 $11,357,548 >8,158.928 >5,200,620

Total ----- >338.448 322 >198,841.450 <138,308.372 8187,724.886 >88,320.897 $68,404,160

2 Federal M edical Aaaiatanoe ParcarrUga (FMAP) - Rate of Federai  F inancial Participation in a Stata'a M adlcaid Program tor 
FY 1981.

2 Each S tata's total sav in g s for inp a tien t ou tpatien t physician , and prescrip tion drug awrvicaa, aaaum lng no recip ients a/a 
exem pted.

2 The Fadaral share I* arrived at by m ultip lying each State'* to tal aavlnga by tha FMAP.
* Tha State ahara la arrived at by m ultip ly ing each State's total saving* by (1 • FMAP). e .g . tha ca lcu lation for Ohio would 

bo savings m ultip lied by (1 • .5863) or .4007.
5 Each S tate's total aavlnga tor Inpatien t outpatien t physician , and prescrip tion drug serv ices, assum ing 50 percent or tha 

recip ien ts are exempted.



S T A T E  COPAYM ENT POLICIES IN EFFECT A S  OF JAN U ARY 1, 1991

\ Table 3 con'l. V.

STATE 

Montana conl.

Nebraska
Nevada
New Hampshire

New Jersey 
New Mexico 
New Vork

SERVICE

Private duty nursing 
Prosthetic devices

- hearing axis 
• medical equip. A supplies 

Psychological 
Speech pathology 
None 
None
Prescription drugs:

• generics
• brand names 

None
None
None

COPAV
AMOUNT*

50.50 
10 50 
10 50
10.50 
10 50 
10 50

10 50 
SI 00

APPUCA8LE TO ' '

Nonn Carolina Chlropracty SO.SO
Clinic SO 50
Dental S2.00 Age 10*
Eyeglasses (each pair and repair ot $4*) S2.00 • ,
Hospital • outpatient St 00
Optometry St 00 w
Physician SO.SO
Podiatry SI.00
Prescription drugs SO.SO

North Dakota Eyeglasses • replacement lenses & frames
within 1 yr. of original prescription. S3.00

Ohio None
Oklahoma None
Oregon None
Pennsylvania Prescnption drugs SO.SO

Inpatient S3.00/day [8)
Norvemergency Varies (9)

service in a hospital
Emergency room Varies (9)
All other allowable services Varies (10) •

Rhode sland None —
South Carolina Prescnption drugs S1.00 Aga 21 *>; and pragnant woman for non-pragnancy ralatad prtscrpUons.
South Dakota Ambulatory surgery center Varies [2|

Chemical dependency treatment Varies (2|
Chlropracty S0.50
Dental S1.00
Dentures S3.00
Ourabte medical equipment Varies (2| ..
EPSOT screening St.00
HosortaJ • outpatient (except lab) Varies (2]
Mental health centers Varies (2) •
Optometry SO.SO
Physician S3.00
Podiatry S2.00
Prescription drugs S1 00 Proqnant woman for non-pragnancy raiatad prascrfptlon drugs.
Psychotherapy S2.00
Rehab hosoital outpatient (except lab) vanes [2]

Tennesee None I
Texas None !
Utah None I
Vermont Prescription drugs Si 00
Virginia (111 Clinic St 00

Hospital • inpatient S30 00
- outpatient, nonemergency S2.00 .

Optometry • eye exams SI 00
Physician Si 00 •
Prescnption drugs SI 00

Washington None-
West Virginia Prescription drugs Varies |I2|
Wisconsin AudlologKal testing St 00

Chlropracry SI 00
Dav treatment service SOSO _____________________________________ — -------------------------------------

c r u a r c  k ) A T i o * i A \ _  GOVERNORS- ag sOC IAT iCN  i 991 C R SC O ? * *



COST SHARING ON OPTIONAL SERVICES

State
Psychiatry/ITmiĥ  III 1 ■■ 1 fnycaoiofy/
Psycho-
therapy*

Aadioiogy
Services

Ambulance/
Tnasport
Soviets Byrgisiira

Medical
Supplies

Prosthetic
Device

AL 1.00
AZ
AR JO-3.00 JO-3.00
CA 1.00 1.00
CO JO/15 oia.
DC ZOO
FL
IL
IA 2.00 ZOO ZOO ZOO ZOO
KS ZOO ZOO 1.00 3.00
ME •5C-Z00 JO-Z00 .50-3.00
MD
MA
MI
MS 7M ZOO
MO •30-100 JO-100 JO-3.00 ac

| MT JtVl hour JO 1.00 JO JO
\ NH

NC ZOO
PA .50 .50-100 30-100 .50-3.00 JO-3.00
SC
SD 1.00 3 percent
VT
VA
WV
WI JO-ZOO 1.00 jo io o JO-100 JO
WY 1.00

Total SUM s 7 7 7 7 7
1 For ease o( charting, we compressed psychiatric, psychological, and psychotherapy services, 
sc ■ artificial eye



COST SHARING ON OPTIONAL SERVICES

State
Hearia* AkW 
Hearing Aid 

Service*
Hoan
HcaMfe

vwVKtl
Pfaytfcal
Therapy

d a te
Service*

Denture*/
Denture
Service*

Occupational
Tbenpy

AL
AZ
AR 2 percent
CA 1.00 1.00 1.00
CO
DC
FL S percent S percent
IL
IA 3.00 1.00
KS zoo
MG JO-ZOO JO-ZOO JO-ZOO
MD
MA

' MI 3.00
MS ZOO 1.00 •
MO JO-3-OO 5 percent
KO­ JO 1.00 JO 1.00 d JO
KH
NC
PA JO-ZOO JO-ZOO
SC
SD ZOO
VT
VA zoo 3.00 1.00 3.00
WV
WI jon.otv3.oo 1.00/30 tain. ZuO 1.00/30 min.
WY

Total Staten « < i 5 5 5
* ■ Slate clinic 
d -  diajnoatk: clinic



COST SHARING ON OPTIONAL SERVICES

Tout Sum
a ■ noa< 5etgcnc^ u if5 >7 rW | m ap i^ K A chab iliia tivc r-ray tn< naytew K 5 7 fiK r 
b - acupuncture/1.00 
c - rehabilitation agency servicea/2.00 
d -  orthopedic shoes o r ortbotica 
e - outpatient surgery
f  ■ home dialysia/JO, free standing dialysta center/1.00, social sorter/JO  per hour, licenaed counselor/JO per hour 
g ■ diagnostic ndiotogy/nudcar medicine/radiation thenpyAnedical diagnostic services (when b illed  in to u l o r only 

technical component is b ilkdy i.0 0 , a ll other cw cred servtcea/JO-3.00 
h -  EPSDT screening/dental procedurea/optotnciric, o r optical procedure* fo r those over age 18/1.00 
1 • M edical day treatment and saacunrnt/JO  per day

Speech
Therapy

Ambulatory
Surgical
Centers

Community/
Mental
Health
Centers

Private Duty 
Nurse/ 

Personal
Cure Other

2

cJ/ZOO

d/3.00 e/300

JO-100

e/1.00,1

5 percent

1.00/30 tain.

JO-3.00

C - 5
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He«ith Cir«
y O  D E P A R T M E N T

OsT
DEPARTMENT OF HEALTH *. HUMAN SERVICES

M e m o r a n d u m

J M  1 1  0 3

Ffom Bruce C. Vladeck
° Administrator

Subjact Office of Inspector General (OIG) Draft Report: "Medicaid Cost Sharing" 
(OEI-03-91-01800)

To • Bryan B. Mitchell
Principal Deputy Inspector General

We have reviewed the above-mentioned draft report which presents findings on 
the impact of Scate cost sharing policies on the Medicaid program.

The Health Care Financing Administration nonconcurs with the 
recommendation contained in the report. Our specific comments are attached for 
your consideration.

Thank you for the opportunity to review and comment on this draft report. 
Please advise us if you agree with our position on the report’s recommendation at 
your earliest convenience.

Attachment

O

o
©



Comments of the Health Care Financing Administration fHCFA) on 
the Office of Inspector General (OIG^ Draft Report: 

Medicaid Cost Sharing. OEI-03-91-01800

Recommendation

The HCFA should promote the development of effective cost sharing programs within 
States.

(1) The HCFA could encourage States to implement cost sharing. The HCFA could 
accomplish this by:

o providing the States with technical assistance and information about 
State experiences with cost sharing;

o allowing States to experiment with cost sharing programs that target new
populations and reflect more substantial cost sharing amounts; and/or

o recommending changes to Federal requirements allowing for greater
State flexibility in determining exempted populations and services, and
allowing higher recipient cost sharing amounts.

(2) The HCFA could seek legislation to provide States with incentives to implement 
cost sharing programs, such as decreasing Federal matching to States who do not 
implement cost sharing.

(3) The HCFA could seek legislation to mandate cost sharing for all States.

SttPQnse

HCFA nonconcurs with this recommendation. We believe cost sharing should remain 
a voluntary State option.

The legislative history of section 1916 of the Social Security Act indicates that it was 
designed to allow States greater flexibility in the use of cost sharing without imposing 
unnecessary hardships on Medicaid recipients. Current regulations provide the States 
with a wide variety of options, and, thus, a considerable degree of program and 
administrative flexibility. Some of these options are as follows: (1) use of enrollment 
fees or premiums for the medically needy rather than copayments; (2) use of 
deductibles rather than copayments; (3) ability of States to relate recipient cost 
sharing to income (within maximum amount specified in regulations) and to charge 
different amounts to medically needy and categorically needy recipients; and
(4) optional use of cumulative maximums for all deductibles, coinsurance, or

D * 3



Page 2
copayments charged to a family. While we agree that there is sufficient evidence to 
suggest that cost sharing saves money for the State Medicaid program and the Federal 
government, we believe that any changes in cost sharing policies should also be viewed 
in terms of its effect on Medicaid recipients.

There are significant variations of the Medicaid program among States. Consequently, 
advocating cost sharing may have differing effects on Medicaid recipients. Since 
States are looking at ways to decrease welfare payments, increased cost sharing may 
mean increased copayments for recipients who, in turn, will have even less money for 
other basic maintenance needs which have also risen in cost.

There are also potential difficulties with the implementation of cost sharing fcr 
outpatient prescription medications. One potential difficulty is that access to drugs 
may be limited, and the dollar savings on drugs may be outweighed by the use of high 
cost services, emergency rooms and potentially avoidable hospitalizations because of 
adverse complications experienced by persons who do not obtain their prescriptions. 
Any recommendation that includes prescription drugs should be reviewed to ensure 
that it does not conflict with other State options for limiting access to outpatient drugs 
for Medicaid, such as limits on the number of prescription transactions per month or 
on the supply (e.g., 30-day supply, 6-month supply), or a State's option to totally 
exclude certain drugs from reimbursement These other limitations can also cause 
high-cost adverse health care needs. Furthermore, the added demand for a 
copayment particularly if it is based on a percentage of total charge for the drug 
which is already high, can place an added burden on the Medicaid recipient.

Another consideration is the impact of cost sharing on providers of care for the 
Medicaid population. The burden for collection of "shared cost" is shifted to the 
provider. In some parts of the Medicaid program, provider reimbursement for care to 
Medicaid eligibles functions more as a disincentive than an incentive. The need for 
the provider to collect a copay from the Medicaid population may well function simply 
as another cap on provider fees rather than a true recipient share in the cost of 
medical care. Although OIG mentions that the burden is on the provider to collect 
the copay, this report would be enhanced by showing how copay is related to physician 
fees, especially the new HCFA physician fee schedule. For crossover patients covered 
by Medicare and Medicaid, the physician is subject to the Medicare physician fee 
schedule and the limits of State Medicaid program reimbursement rates. Cost sharing 
should not serve as a barrier to receiving necessary medical services. The question of 
whether providers deny medical care because of a failure to collect the patient’s 
shared portion of cost is possibly important, but reportedly unknown to those in the 
State Medicaid offices.



Page 3
Lastly, we believe that no further action should be taken pending the development 
and announcement of the Administration’s health care proposal. However, if OIG 
decides to issue this report in final, we suggest that the report be shared with the 
States.

Technical Comments

The section of the report entitled, "Previous Cost Sharing Studies" could be improved 
by referencing the studies and adding caveats about the serious methodological flaws 
or shortcomings in them. We would oot want them presented as useful testimony for 
current day practices or future program and policy recommendations.

In the Executive Summary Findings, the potential savings are shown as being between 
S167 to 5335 million annually. We suggest adding a statement to explain that
variance, e ^ ,  " savings of S167 million under current law, and 5335 million if
existing exemptions for covered populations and services were to be legislatively 
repealed." .

D - 5
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MEMORANDUM T O : B r y a n  B . M i t c h e l l
P r i n c i p a l  D a p u ty  I n

FROM E l i z a b e t h  M . J a m a s  C x 'O  
A c t i n g  A s s i s t a n t  S e c r e t a  

M a n a g e m e n t a n d  B u d g e t /

SUBJECT O IG  D r a f t  R e p o r t  o n  M e d ic a id  C o s t  S h a r in g
£ £ / - c 3 - < r '-  c  i i O

T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  r e v ie w  t h i s  d r a f t  r e p o r t .
F o c u s in g  o n  t h e  a r e a  o f  c o s t  c o n t a in m e n t  i s  im p o r t a n t  a n d  t h a  
r e p o r t  o b t a i n e d  som a g o o d  i n f o r m a t i o n  t h r o u g h  t h e  e x e c u t i v e  
i n t e r v i e w s .  We a r e ,  h o w e v e r ,  c o n c e r n e d  w i t h  t h e  c o n c lu s io n  t h a t  
" t h e  r e p o r t  d e m o n s t r a t e s  t h a t  S t a t e s  h a v e  d e v e lo p e d  c o s t  s h a r in g  
p r o g r a m s  t h a t  r e d u c e  M e d ic a id  e x p e n d i t u r e s . "

We w is h  t o  r a i s e  tw o  i s s u e s  c o n c e r n in g  y o u r  f i n d i n g s  a n d  t h e  53 
e n s u in g  r e c o m m e n d a t io n s .  F i r s t ,  t h e  s a m p le  s i z e  a n d  d a t a  a r e  w  
i n s u f f i c i e n t  t o  s u p p o r t  t h e  f i n d i n g s .  T h i s  c o n c lu s i o n  i s  b a s e d  
o n  t h e  f o l l o w i n g :  =» ^

Vjj ;.t

e o f  t h e  2 7  s t a t e s ,  o n l y  t h r e e  p r o v id e d  p r o g r a m  e v a l u a t i o n
d a t a  ( t w o  o f  w h ic h  w e re  i n c o n c l u s i v e ) .  2  "

•  22  s t a t e s  s a i d  t h a t  t h e  c o s t  s h a r in g  p r o g r a m s  h a d  r e d u c e i l  
M e d ic a id  e x p e n d i t u r e s .  H o w e v e r ,  o n l y  11 p r o v id e d  f i n a n c t e l  
d a t a  d e p i c t i n g  e s t im a t e d  s a v in g s .

•  O n ly  o n e  o f  t h e  s t a t e ' s  e s t im a t e s  o f  s a v in g s  in c lu d e d  
r e d u c t i o n s  i n  u t i l i z a t i o n .  T h e  r e m a in d e r  r e p r e s e n t e d  
r e d u c t i o n s  i n  p r o v i d e r  p a y m e n ts .

•  T h e  c a l c u l a t e d  s a v in g s  e s t im a t e s  m ay b e  o v e r l y  s i m p l i f i e d .
T h e  m a x im u m  v a l u e  w a s  c a l c u l a t e d  s im p l y  b y  m u l t i p l y i n g  t h e  
n u m b e r  o f  1 9 9 1  c la im s  b y  a  " f r e q u e n t l y  u s e d "  c o p a y m e n t .  A 
5 0  p e r c e n t  e x e m p t io n  o f  s e r v i c e s  w a s  a s s u m e d  t o  a r r i v e  a t  
t h e  m in im u m  v a lu e .  A SO p e r e e n t  r e c i p i e n t  e x e m p t io n  I s  n o t  
n e c e s s a r i l y  e q u a l  t o  a  50  p e r e e n t  s e r v i c e  e x e m p t io n .

S e c o n d ,  t h e  a n a ly s e s  o f  t h e  s a m p le  d a t a  d o  n o t  c o v e r  t h e  
i n t e r a c t i o n s  b e tw e e n  c o s t  s h a r i n g  a n d  o t h e r  c o s t  c o n t a in m e n t  
p o l i c e s  w h ic h  c o u ld  h a v e  i n f l u e n c e d  t h e  o b s e r v e d  M e d ic a id  
s a v i n g s .  F o r  e x a m p le ,

•  N o a n a l y s i s  o f  c h a n g e s  i n  p r o v i d e r  p a r t i c i p a t i o n  h a s  b e e n  
d o n e .  T h e  o n l y  s t a t e  w i t h  c o n c lu s i v e  p r o g r a m  e v a l u a t i o n  
d a t a  i n d i c a t e d  t h a t  p r o v i d e r  p a r t i c i p a t i o n  h a d  r e m a in e d  
s t a b l e  n o t  b e c a u s e  r e c i p i e n t s  w e re  p a y in g  t h e  c o p a y m e n t  b u t  
m a in l y  b e c a u s e  p u r s u i t  o f  t h e  n o m in a l  a m o u n t w a s  m o re  
e x p e n s iv e  t h a n  t h e  v a l u e  o f  t h e  c o p a y m e n t .

o
ffice 

of 
ihsrrcroF



2

•  17  s t a t e s  im p le m e n te d  o t h e r  c o s t  c o n t a in m e n t  p r o g r a m s  a t  t h e  
sam e t im e  a s  t h e i r  c o s t  s h a r in g  a n d  t h u s  w e r e  u n a b le  t o  
t r u l y  m e a s u re  t h e  e f f e c t  o f  c o s t  s h a r i n g .

•  T h e r e  i s  n o  a t t e n t i o n  t o  t h e  b u r d e n  i n c u r r e d  b y  r e c i p i e n t s  
a n d  p r o v i d e r s  f r o m  c o s t  s h a r i n g  p r o g r a m s .  S t a t e s  a r e  
u n c e r t a i n  w h e th e r  r e c i p i e n t s  a r e  a c t u a l l y  p a y i n g  t h e  
c o p a y m e n ts .

We b e l i e v e  a d d i t i o n a l  s a m p le  d a t a  n e e d s  t o  b e  c o l l e c t e d  a n d  
a n a ly z e d  b e f o r e  c o n c lu s i o n s  c a n  b e  d r a w n  a s  t o  t h e  e f f e c t i v e n e s s  
o f  c o s t  s h a r i n g  p r o g r a m s .  P e rh a p s  a  p r im a r y  r e c o m m e n d a t io n  o f  
t h i s  r e p o r t  s h o u ld  b e  t h a t  HCFA p u r s u e  f u r t h e r  a n a l y s i s  i n  t h i s  
a r e a .

c-
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L e g i s l a t i v e  R e s e a r c h  A g e n c y

Alaska State Legislature
130 Se' ard Sireer, Suite 218 

Juneau. Alaska 99801-2196

Phone: (907) 465-3991 
Fax: (907) 463-3351

March 10, 1994

M E M O R A N D U M

TO: Senator Steve Frank

FROM : Paula d. S c a v e n fV ^ ^ ^ '^ ^ ^
Legislative Analyst

RE: P roposed Copayments fo r  Medicaid Services
Research Request 94.145

You requested an analysis o f  how much the state would save i f  Alaska medicaid patients 
were required to pay a small amount fo r their medical care. Copayments fo r certain 
medicaid services are allowed unaer federal regulations and used in 25 states and the District 
o f  Columbia.

A copayment may be imposed fo r most, but not all medicaid services. Federal regulations 
shield certain groups from  requirements for copayments (attached). Among the groups 
excluded from  being charged copayments are children under 18 years o f  age (and at. the 
option o f  the state, individuals under 21, 20 or 19 years o f  age) and pregnant women seeking 
care for services related to their pregnancy. Institutionalized individuals who must "spend- 
down" (spend a ll but a minimal amount o f  their income required for personal needs) as a 
condition o f  receiving services are excluded from  copayments. Emergency and fam ily 
planning services are also exempt from copayment as are enrollees in health maintenance 
organizations (FIMOs; there are no HMOs in Alaska).

Attached is a table that shows the amount o f  money that would have been saved in FY  93 
by the medicaid program i f  a $2 or S3 copayment had been required. The data used in the 
table to compute these estimates are from a variety o f  sources. The Alaska Department o f 
Health and Social Services (H & SS ) provided the number o f  recipients, total payments and 
visits for FY  93, except fo r hospital outpatient, and mental hospital inpatient categories. 
These latter numbers were obtained from a previous Legislative Research Agency 
memorandum and represent F Y  92 numbers. Excluded from  the table are data about 
ambulance and transport services, as they were unobtainable from H&SS or other sources 
at hand.

Leg. Research Report:



To estimate the FY  95 recipients, visits, and savings, the FY  93 figures were increased 39.42 
- percent, which is the amount o f  increase in the medical assistance budget from FY  93 actual 

expenditures to the proposed FY  95 budget. The source for this percentage increase was 
Legislative Finance.

Column 11 (> 20 ) represents the percentage o f  medicaid recipients that H&SS assumes would 
be required to make a copayment. This assumption exceeds minimum federal requirements. 
The department excludes all services for pregnant women, for all children under 21. for all 
institutionalized persons, fo r all persons under a prepaid health plan, and those served under 
home and community-based services. Thus, the percentages in column 11 are a conservative 
estimate. As a result, the estimated copayments in the final column are likely 
underestimated.

I f  you have questions or need further assistance, please contact us.

Senator Frank
March 10, 1994
Page 2
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Proposed Copayments for Medicaid Services in Alaska 
Comparison of FY 93 with FY 95

(1)
Type o f Visit/Service

(2)
Provider Type

FY 93 FY 95 Estimated
(3)
Total

Recipients

(4)
Payments

(5)

Visits

(6)
Estimated

Copayments

(7)
Total

Recipients

(0)
Payments

0 )
Visits

(10)
Copay
Amount

(11)%
> 20

(12)
Estimated

Copayments
Physician Service Visits Physician-Individual 

Physician- Group
33 ,237
33 .226

$24,745 ,658
$16 ,539 ,099

137,035
120,511

$172 ,664
$151 ,844

46 ,339
46,324

$34 ,500 ,396
$23 ,058 ,812

191,054
168.016

$3.00
$3.00

42%
42%

$240,728
$211,701

Certifies Nurse Practitioner Services Nurse Practitioner 664 $79 ,907 i.oei $1 ,913 1,205 $111 ,406 1,507 $3.00 59% _____ $2,668
$27,619
$8,176
$7,371

Optometric/Option/Vision 
Service Visits

Optometrist 
Optician 
Vision Group

8,294
2 ,162
2 ,108

$859 ,909
$230 ,680
$230 ,970

11,192
3 ,313
2,987

$19 ,810
$5 ,864
$5 ,287

11,563
3,014
2 ,939

$1 ,198 ,885
$321 ,614
$322 ,018

15,604
4,619
4,164

$ 3 0 0
$3 .00
$3.00

59%
59%
59%

Dental Services or Treatment Visits Dentist-Individual 
Dentist-Group

14,796
5 ,650

$5 ,734 ,834
$1 ,697 ,504

25,551
7 ,567

$52 ,124
$15 ,437

20,629
7,877

$7 ,995 ,506
$2 ,366 ,660

35 ,623
10,550

$3.00 
' $3 00

66%
68%

$72,671
$21,522

Chiropractic Services Visits Chiropractor-Ind. 
Chiropractor- Group

1,734
539

$374 ,552
$121 ,644

3 ,505
854

$4.311 
$1 ,050

2 ,418
751

$522 ,200
$169 ,596

4,887
1,191

$3.00
$3 .00

41%
41%

$6,011 
$1,464

Physical Therapy Visits Outpatient Patient 
Independent Patient

305
465

$189 ,107
$196 ,155

4 ,952
6 ,418

$4,061
$5 ,263

425
648

$263 ,653
$273 ,479

6,904
8,948

$2.00
$2.00

41%
41%

$5,661
$7,337

Private Duty Nurse/Personal 
Care Visits

PC Attendant 
PC Agency 
PC Nurse

88
539
60

$986,221
$1 ,273 ,157

$3 ,285

2 ,608
4 ,706

94

$7 ,824
$5 ,647

$133

123
751
84

$1 ,374 ,989
$1 ,775 ,035

$4 ,580

3 .636
6,561

131

$3.00 
$3 00 
$2 .00

100%
40%
71%

$10,908
$7,673

$186
Generic Drug Prescriptions Filled 
Brand-Name Prescriptions Filled

Pharmacy 
Included in Generic

37 ,230 $14 ,492 ,682 219,901 $310 ,060 51,906 $20,205 ,697 306 ,586 $3.00 47% $432,286

Rural Health Clinic Visits Rural Health Clinic 405 $66,275 1,342 $1,181 565 $92,401 1,871 $2.00 44% $1,646
Podiatric Services Visits Podiatry-Individual 97 $4 ,012 130 $153 135 $5,594 181 $2 00 59% $214

Durable Medical Equipment Purchased DME Supplier 1,804 $2 ,179 ,482 4 ,587 $8 ,119 2,515 $3 ,038 ,634 6,395 $3.00 59% $11,319
Psychiatry/Psychology/ 
Psychotherapy Visits

Psychologist 8 $7,995 46 $81 11 $11,147 64 $3.00 59% $114

Audiology Services Visits Audiologist 963 $122 ,997 2 ,292 $4 ,057 1,343 $171 ,482 3,196 $3.00 59% $5,656
Prosthetic Devised Purchased P & O Supplier 435 $396,161 900 $1 ,593 606 $552 ,328 1,255 $3.00 59% $2,221

Hearing Aids/Hearing Aid Services Hearing Aid Supplies 423 $186 ,419 1,373 $2 ,430 590 $259 ,905 1,914 $3.00 59% $3,388
Home Health Services Visits Home Health Agency 307 $513 ,098 776 $1 ,653 428 $715,361 1,082 $3 00 71% $2,304
Occupational Therapy Visits Occupational Ther. 1 $347 24 $14 1 $484 33 $1.00 59% $20

Speech Therapy Visits Cert. Speech Path. 151 $247 ,488 2 ,872 $5 ,083 211 $345 ,048 4,004 $3.00 59%
59%

$7,087 
$3,92 1Ambulatory Surgical Center Visits Amb. Surgical Center 1,434 $678 ,865 1,589 $2 ,813 1,999 $946,474 2,215 $3.00

Community/Mental Health Center Visits M. Health Agency 4 ,989 $6 ,961 ,008 94 ,420 $167 ,123 6 ,956 $9 ,705 ,037 131,640 $3 00 59% $233,003
Hospital Inpatient 7 .913 Not Available 11,750 $352 ,500 11,032 $0 16,382 $100 .00 30%

50%
____ $491,456

$48,374Hospital (FY 92) Outpatient 23,131 $10 ,739 ,954 23,131 $34 ,697 32 ,249 $14,973,644 32,249 $3.00
Mental Hospital (FY 92) Inpatient 643 $8 ,293 ,110 643 $19 ,290 896 $11,562,254 896 $100 .00 30% $26,894

Total Estimated Medicaid Copaym ents $1,364.081 S l.90 t.30 t

Source: Alaska Department of Health and Social Services. Division of Medical Assistance: FY 93 data 
Division of Legislative Finance: Percentage increase
Hospital Outpatient and Mental Hospital Inpatient data: Legislative Research Agency Memorandum 93.103 "Medicaid: Where the Money Goes"

Prepared by the Legislative Research Agency, March 1994 (94 145)



BUDGET RECONCILIATION ACT
P.L. 103-66 
r_paj{e 206]

U n d e r  F o o d  a n d  D r u g  A d m i n i s t r a t i o n  p r o c e d u r e s ,  m a n u f a c t u r e r s  
m a y  o b t a in  c h a n g e s  i n  a  d r u g ' 3 l a b e l i n g  a f t e r  t h e  d r u g  is  a p p r o v e d .  
T h e s e  c h a n g e s  m a y  i n c l u d e  i n f o r m a t i o n  a b o u t  n e w  u s e s  o f  t h e  d r u g  
o r  a d v a n t a g e s  t h a t  t h e  d r u g  h a s  o v e r  o t h e r  t h e r a p ie s .  F o r  t h is  r e a ­
s o n ,  t h e  C o m m i t t e e  e x p e c t s  t h a t  t h e  f o r m u l a r y  c o m m it t e e  w i l l ’ p e r i ­
o d i c a l l y  r e v ie w  it s  d e c is io n s  to  e x c l u d e  d r u g s  f r o m  it s  f o r m u la r y  to  
d e t e r m in e  w h e t h e r  t h o s e  d r u g s  c o n t i n u e  t o  h a v e  n o  s i g n i f i c a n t -  
t h e r a p e u t ic  a d v a n t a g e  o v e r  d r u g s  l i s t e d  o n  t h e  f o r m u la r y .  •
Sec'. 5107. E lim ina tion  o f the special ex. ntion from prior au thor­

ization for new  drugs- • .. *-----  •

U n d e r  c u r r e n t  l a w , .  S t a t e s  a r e  p r o h i b i t e d  f r o m  s u b j e c t in g  a  c o v ­
e r e d  • o u t p a t ie n t  d r u g  to  p r io r  a u t h o r i z a t i o n ’. d u r i n g ,  t h e  f ir s t ' s ix  
m o n t h s  a f t e r .a  d r u g  is  a p p r o v e d  b y  t h e . F o o d  a n d  D r u g , A d m i n i s t r a ­
t i o n . T h e  C o m m i t t e e  b i l l  e l i m i n a t e s  t h is  p r o h i b i t i o n  s o  t h a t  a  S t a t e  
w i l l  b e  a b l e  t o  i m p o s e  t h e .  p r io r  a u t h o r i z a t i o n  r e q u ir e m e n t  a t ,  a n y  
t i m e  a f t e r  a  d r u g  is  a p p r o v e d . ’

Sec. 5108. Technical corrections rela ting to section 4401 o f O B R A -  
-1990 ' ’

T h e  C o m m i t t e e  b i l l  m a k e s  t e c h n i c a l  c o r r e c t io n s  to  s e c t io n  4 4 0 1  
o f  t h e  O m n i b u s .  B u d g e t  R e c o n c i l i a t i o n  A c t  o f  1 9 9 0 ,- . P . L .  1 0 1 - 5 0 8 ,  
r e l a t i n g  to  r e i m b u r s e m e n t  for  p r e s c r ib e d  d r u g s .

. P a r t  3 — R e s t r ic t io n s  o n  d iv e s t it u r e  o f  a s s e t s  a n d  e s t a t e - r e c o v e r y  ’ 

Sec. 5111. Transfer o f  assets ’

U n d e r  c u r r e n t  l a w ,  i n d i v i d u a l s  r e s i d i n g  i n  n u r s i n g  f a c i l i t ie s  w h o  
d is p o s e  (o r  w h o s e  s p o u s e s  d is p o s e )  o f  r e s o u r c e s -  f o r  le s s  t h a n  f a ir  
m a r k e t  v a l u e  d u r i n g  t h e  3 0 - m o n t h ,  p e r i o d  p r io r  to  a p p l i c a t i o n ,  f o r  
M e d i c a i d  a r e  s u b j e c t  t o  a  d e la y  i n .  e l i g i b i l i t y ,  f o r  n u r s i n g ,  f a c i l i t y  
c a r e  ( a n d  h o m e  a n d .  c o m m u n i t y  b a s e d  s e r v ic e s ) .  I f  t h e  i n d i v i d u a l  is  
e l i g i b l e  fo r  M e d i c a i d :  a t  t h e  t i m e  o f  i n s t i t u t i o n a l i z a t i o n ,  t h e  3 0 -  
m o n t h  “ lo o k - b a c k "  p e r io d ,  r u n s  f r o m  t h e  d a t e  o f . i n s t i t u t i o n a l i z a t i o n .  
T h e  p e r io d  o f  i n e l i g i b i l i t y  b e g in s  w i t h  t h e  m o n t h  i n  w h ic h  t h e  r e ­
s o u r c e s  a r e . t r a n s f e r r e d  a n d .  la s t s  f o r  t h e  n u m b e r  o f  m o n t h s  e q u a l  
t o  t h e  le s s e r  o f . ( l ) - 3 0  o r  (2 ) t h e  t o t a l  u n c o m p e n s a t e d  v a l u e  o f  t h e  
r e s o u r c e s  t r a n s f e r r e d  d i v i d e d  b y  t h e :  a v e r a g e  c o s t .t o .\ a  p r iv a t e  p a ­
t i e n t  o f  n u r s i n g  f a c i l i t y  s e r v ic e s  i n :  t h e  S t a t e . . T h i s - p e n a l t y  d o e s  n o t  
a p p l y ,  i n  c e r t a in  c ir c u m s t a n c e s ,  i n c l u d i n g - t r a n s f e r s  t o  o r  f r o m  a  
s p o u s e ,  to  a  d i s a b l e d ,  c h i l d ;  o r  t o  t h e  e x t e n t  t h a t  t h e  S t a t e  d e t e r ­
m i n e s  t h a t  d e n i a l  o f  e l i g i b i l i t y  w o u l d  w o r k  a n  u n d u e  h a r d s h i p .  . . .  " 

U n d e r  t h e  C o m m i t t e e  b i l l ,  i n d i v i d u a l s  w h o ,  d u r i n g  t h e  p e r io d  3 6  
s j m o n t h s  p r io r  t o  t h e  f ir s t  d a y  o f  a p p l i c a t i o n  f o r  M e d i c a i a  b e n e f it s  

a s  a n  i n s t i t u t i o n a l i z e d  i n d i v i d u a l ,  h a v e  t r a n s f e r r e d  a s s e t s  f o r  le s s  
t h a n  f a ir  m a r k e t  v a l u e  w i l l  b e  s u b j e c t  t o  a - d e n i a l  o f  e l i g i b i l i t y  f o r  
M e d i c a i d  c o v e r a g e - f o r  n u r s i n g  f a c i l i t y  ( a n d  h o m e  a n d  c o m m u n i t y -  
b a s e d  w a iv e r  s e r v ic e s ) .  T h e  p e r io d  d u r i n g  w h ic h  b e n e f it s  a r e  d e n i e d  
w i l l  b e g i n  w it h  t h e - d a t e  o n  w n ic h  t h e  p r o h i b i t e d  t r a n s f e r  o c c u r r e d  
a n d  w i l l  r u n  f o r  t h e - n u m b e r  o f  m o n t h s -  d e t e r m i n e d  b y  d i v i d i n g  t h e  
t o t a l  u n c o m p e n s a t e d  v a l u e  o f  t h e  r e s o u r c e s  t r a n s f e r r e d  b y  t h e  a v e r ­
a g e  m o n t h l y  c o s t ,  t o  a  p r iv a t e  p a t i e n t ,  o f  n u r s i n  7 f a c i l i t y  s e r v ic e s  
i n  t h e  S t a t e .  T h e  p e n a l t i e s  fo r  d i f f e r e n t  t r a n s f e r s  o c c u r r in e  w it h i n

533



LEGISLATIVE HISTORY 
HOUSE REPORT MO. 103-111 

(page 307]
the 36-month “look-back'’ period w ill run consecutively, not concur­
rently.

T h e  C o m m i t t e e  b i l l  r e q u ir e s  t h a t  i n d i v i d u a l s  -w ill n o t  h e _  i n e l i ­
g i b l e  fo r  M e d i c a i d  c o v e r a g e  to  t h e  e jc t e n t  t h a t  t h e  S t a t e ’ a g e n c y ' d e -  
t e r r a in e s , u n d e r  p r o c e d u r e s  e s t a b l i s h e d  b y  t h e  S t a t e  ( i n  a c c o r d a n c e  
w it h  s t a n d a r d s  s p e c if ie d  b y  t h e  S e c r e t a r y )  t h a t  t h e  d e n i a l  o f  e l i g i ­
b i l i t y  w o u l d  w o r k  a n  u n d u e  h a r d s h i p  ( i n  a c c o r d a n c e  w it h  c r it e r ia  
e s t a d i s h e d  b y  t h e  S e c r e t a r y ) .  U n d e r  t h e  c u r r e n t  H .w  “ u n d u e  h a r d ­
s h ip "  p r o v is i o n ,  t h e r e  is  n o  F e d e r a l  g u i d a n c e  o n  e i t h e r  t h e  p r o c e ­
d u r e s  a  S t a t e  s h o u l d  f o l lo w  i n  m a k i n g  s u c h  d e t e r m in a t io n s  o r  t h e  
t y p e s  o f  c ir c u m s t a n c e s  t h a t  s h o u l d  b e  r e g a r d e d  a s  w o r k in g  a  h a r d ­
s h i p .  S t a t e s  a r e  s i n m l y  r e q u ir e d  t o  i n c l u d e  a  d e f i n i t i o n  o f  “u n d u e  
h a r d s h i p ”  i n  t h e ir  S t a t e  . M e d i c a i d  p l a n a .  T h e .  C o m m i t t e e  is  c o n ­
c e r n e d  t h a t  s o m e  S t a t e s  m a y  n o t  b e  e x t e n d i n g  to  a l l  i n d i v i d u a l s  
f a c in g  h a r d s h i p  t h e  p r o t e c t io n s  o f  e x is t in g '  la w .  T h e  C o m m i t t e e  b i l l  
t h e r e f o r e  a m e n d s  c u r r e n t  la w  t o  r e q u ir e  t h e  S e c r e t a r y  ( 1 ) t o  s p e c if y  
s t a n d a r d s  t h a t  S t a t e  h a r d s h i p  d e t e r m i n a t i o n  p r o c e d u r e s  m u s t  
m e e t ,  a n d  ( 2 )  to  e s t a b l is h  c r it e r ia  S t a t e s  m u s t  a p p l y  i n  d e t e r m i n i n g  
w h e t h e r  a  h a r d s h i p  e x is t s .

T h e  C o m m i t t e e  e x p e c t s  t h e  S e c r e t a r y ,  i n  d e v e l o p i n g  s t a n d a r d s  
f o r  t h e  d e t e r m i n a t i o n  p r o c e s s , t o  a d d r e s s  a t  le a s t  t h e  f o l l o w in g  is ­
s u e s :  n o t ic e  to  t h e  i n s t i t u t i o n a l i z e d  i n d i v i d u a l s  t h a t  a  h a r d s h i p  e x ­
c e p t io n  e x is t s ;  a d e q u a t e  r e p r e s e n t a t io n  o f  t h e  in t e r e s t s  o f  s u c h  i n d i ­
v i d u a l s ;  t h e  t i m e l i n e s s  o f  t h e  d e t e r m i n a t i o n  p r o c e s s ;  p r o t e c t io n s  fo r  
i n s t i t u t i o n a l i z e d  i n d i v i d u a l s  f r o m  t r a n s f e r  b y  a  n u r s i n g  f a c i l i t y  
w h i l e  a  d e t e r m i n a t i o n  is  p e n d i n g ;  a n d  t h e  a b i l i t y  to  a p p e a l  a n  a d ­
v e r s e  d e t e r m i n a t i o n .

T h e  C o m m i t t e e  e x p e c t s  t h e  S e c r e t a r y ,  i n  d e v e l o p i n g  c r it e r ia  fo r  
u s e  b y  S t a t e s  i n  d e t e r m i n i n g  w h e t h e r  a n  “ u n d u e  h a r d s h ip "  e x is t s , 
w i l l  p r o v id e  fo r  s p e c ia l  c o n s id e r a t io n  o f  a t  le a s t  t h e  f o l l o w in g :  c a s e s  
i n  w h ic h  t h e  i n d i v i d u a l  h a s  n o  w a y  t o  p a y  f o r  t h e  n e c e s s a r y  c a r e ; 
c a s e s  i n  w h ic h  t h e  t r a n s f e r  w a s  n o t  k n o w i n g l y  a u t h o r iz e d  b y  t h e  
i n d i v i d u a l ;  a n d  c a s e s  i n  w h ic h  t h e  i n d i v i d u a l  a s s ig n s  r ig h t s  o f  r e ­
c o v e r y  s h e  o r  h e  m a y  h a v e  i n  a  c a u s e  o f  a c t io n  a g a in s t  t h e  t r a n s ­
f e r e e  to  t h e  S t a t e  o r  w h e r e  t h e  S t a t e  h a s .  s u c h  r ig h t s  p u r s u a n t  to  
S t a t e  la w .  I n  o r d e r  t o  e n s u r e  t h a t  t h e  s t a n d a r d s  a n d  c r it e r ia  a r e  
b a a e d  o n  a s  m u c h  i n f o r m a t i o n - a s  p o s s i b l e ,  t h e -  C o m m i t t e e  e x p e c t i  
t h e  S e c r e t a r y  to . d e v e l o p  t h e m -  t h r o u g h  a  p r o c e s s  t h a t  p r o v id e s  f o r  
n o t ic e  a n d  a  p e r io d  f o r  p u b l i c  c o m m e n t .  —

U n d e r  t h e  C o m m i t t e e ,  b i l l ' ,  a n  a s s e t  h e l d  b y  a n  i n d i v i d u a l  i n  c o m ­
m o n  w it h , a n o t h e r  p e r s o n  o r  p e r s o n s  i n  a  j o i n t  t e n a n c y  o r  s i m i l a r  
a r r a n g e m e n t ,  is  c o n s id e r e d  t o  b e  t r a n s f e r r e d ,  w h e n  a n y  a c t io n  is  
t a k e n ,  b y  t h e  i n d i v i d u a l  o r  b y  a n y  o t h e r  p e r s o n ,  t h a t  e l i m i n a t e s  o r  
r e d u c e s  t h e  i n d i v i d u a l ’s  o w n e r s h ip  o r  c o n t r o l  o f  t h e  a s s e t .

U n d e r  t h e  C o m m i t t e e  b i l l ,  t h e  f o l l o w i n g  r u le s  a p p l y  to  a s s e t s  
p l a c e d  i n  t r u s t ,  w i t h o u t  r e g a r d  to  t h e  p u r p o s e s  o f  t h e  t r u s t ,  w h e t h ­
e r  t h e  t r u s t e e s  h a v e  ( o r  e x e r c is e )  a n y  d i s c r e t i o n ,  o r  a n y  r e s t r ic t io n s  
o n  .d i s t r ib u t i o n s  f r o m  t h e  t r u s t ;  W i t h  r e s p e c t  t o  r e v o c a b le  t r u s t s , 
t h e  c o r p u s  is  c o n s id e r e d  a  r e s o u r c e  a v a i l a b l e  t o  t h e  i n d i v i d u a l ;  p a y ­
m e n t s  t r o m  t h e  t r u s t '  t o  o r  f o r  t h e  b e n e f i t  o f  t h e -  i n d i v i d u a l  a r e  c o n ­
s id e r e d  in c o m e  t o  t h e  i n d i v i d u a l ;  a n d  a n y  o t h e r  p a y m e n t s  f r o m  t h e  
t r u s t  a r e  c o n s id e r e d  a  t r a n s f e r  o f  a s s e t s  b y  t h e  i n d i v i d u a l .

W i t h  r e s p e c t  t o  ir r e v o c a b le  t r u s t s  w h i c h - m a y  b e n e f i t  t h e  g r a n t o r ,  
t h e  c o r p u s  o f  t h e  t r u s t  is  c o n s id e r e d  a  r e s o u r c e  a v a i l a b l e  t o  t h e  i n -
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d i v i d u a l ;  p a y m e n t s  f r o m  t h e  t r u s t  to  o r  f o r  t h e  b e n e f i t  o f  c h e  i n d i ­
v i d u a l  a r e  c o n s id e r e d  in c o m e  to  t h e  i n d i v i d u a l ;  a n d  a n y  o t h e r  p a y -  ( 
i n e n t s  f r o m  t h e  t r u s t  a r e  c o n s id e r e d  a  t r a n s f e r  o f  a s s e t s  b y  t h e  i n ­
d i v i d u a l .  A n y  p o r t io n  o f  s u c h -  a n  ir r e v o c a b le  t r u s t  f r o m  w h ic h  n o  
p a y m e n t  c a n  u n d e r  a n y  c ir c u m s t a n c e s  b e  m a d e  t o  t h e  i n d i v i d u a l  
s h a l l  b e - c o n s id e r e d  a  t r a n s f e r  o f  a s s e t s  b y  t h e  i n d i v i d u a l  a s  o f  t h e  
d a t e  o f  e s t a b l i s h m e n t  o f  t h e  t r u s t .

W i t h  r e s p e c t  to  ir r e v o c a b le  t r u s t s  w h ic h  c a n n o t  b e n e f i t  t h e  g r a n t ­
o r , t h e  c o r p u s  s h a l l  b e  c o n s id e r e d  a  t r a n s f e r  o f  ftssets  b y  t h e  i n d i ­
v i d u a l  a s  o f  t h e  d a t e  o f  t h e  e s t a b l i s h m e n t  o f  t h e  t r u s t  a n d  p a y ­
m e n t s  f r o m  t h e  t r u s t  a f t e r  t h is  d a t e  3 h a l !  b e  d is r e g a r d e d .  -  
- U n d e r  t h e - C o m m i t t e e  b i l l ,  t h e s e  r u le s  d o  n o t  a p p l y  t o  t h e  f o l l o w ­
i n g  t y p e s  o f  t r u s t s : ( 1 ) t r u s t s  e s t a b l i s h e d  f o r  t h e  b e n e f it  o f  a  d i s ­
a b l e d  i n d i v i d u a l  b y  a  p a r e n t ,  g r a n d p a r e n t ,  o r  o t h e r  r e p r e s e n t a t iv e  
p a y e e - ( i n c l u d i n g  a  c o u r t  o r  a d m in is t r a t iv e  b o d y )  o f  t h e  i n d i v i d u a l ;  
a n d  ( 2 )  t r u s t s  c o m p o s e d  o n l y  o f  p e n s i o n ,  S o c i a l  S e c u r it y ,  a n d  o t h e r  
i n c o m e  ’.t o  t h e  i n d i v i d u a l  ( p lu s  a c c u m u l a t e d  i n c o m e )  u n d e r  w h ic h  
t h e  S t a t e  r e c e iv e s  a n y  a m o u n t s  r e m a i n i n g  u p o n  t h e  d e a t h  o f  t h e  
i n d i v i d u a l  a n d  w h ic h  a r e  e s t a b l is h e d  i n  S t a t e s  t h a t  l i m i t  n u r s i n g  
h o m e  e l i g i b i l i t y  to  i n d i v i d u a l s  w it h  i n c o m e s  b e lo w  a n  a m o u n t  s e t  
b y  t h e  S t a t e  n o  h i g h e r  t h a n  3 0 0  p e r c e n t  o f  t h e  b e n e f i t  r a t e  u n d e r  
t h e  S u p p l e m e n t a l  S e c u r it y  I n c o m e  ( S S D  p r o g r a m .

T h e  C o m m i t t e e  b i l l  r e q u ir e s  S t a t e  M e d i c a i d  a g e n c ie s  to  e s t a b l i s h  
p r o c e d u r e s  ( i n  a c c o r d a n c e  w it h  s t a n d a r d s  s p e c i f i e d  b y  t h e  S e c ­
r e t a r y )  u n d e r  w h ic h  t h e  a g e n c y  w a iv e s  t h e  a p p l i c a t i o n  o f  t h e s e  
r u le s  r e l a t i n g  to  “ M e d i c a i d  q u a l i f y i n g  t r u s t s "  w i t h  r e s p e c t  t o  a n  i n ­
d i v i d u a l  i f  t h e  i n d i v i d u a l  e s t a b l is h e s  ( u n d e r  c r it e r ia  e s t a b l i s h e d  b y  
t h e  S e c r e t a r y )  t h a t  t h e  a p p l i c a t i o n  o f  t h e s e  r u le s  w o u l d  w o r k  a n  
u n d u e  h a r d s h i p  o n  t h e  i n d i v i d u a l .  ‘
Sec. 5112. M edicaid estate recoveries

U n d e r  c u r r e n t  la w ,  a  S t a t e  h a s  t h e  o p t i o n  o f  s e e k in g  r e c o v e r y  o f  
a m o u n t s  c o r r e c t ly  p a i d  o n  b e h a l f  o f  a n  i n d i v i d u a l  u n d e r  it s  M e d i c ­
a id  p r o g r a m  f r o m  t h e  i n d i v i d u a l ’ s e s t a t e  i f  t h e  i n d i v i d u a l  w a s  6 5  
y e a r s  o r  o l d e r  at . t h e  t i m e  h e  o r  s h e  r e c e iv e d  M e d i c a i d  b e n e f it s .  T h e  
S t a t e  m a y  n o t  s e e k .r e c o v e r y  f r o m  t h e  b e n e f ic ia r y ' s  e s t a t e - u n t i l  t h e  
d e a t h  o f  ‘l i e .  s u r v iv in g  s p o u s e ,  i f  a n y ,  a n d  o n l y  i f  t h e . i n d i v i d u a l  h a s  
n o  s u r v i v i n g  m in o r  o r  d i s a b l e d  c h i l d ; :J - >
■ U n d e r  t h e - C o m m i t t e e  b i l l ,  S t a t e s  a r e  r e q u ir e d  t o  e s t a b l i s h  a h . e s ­

t a t e  r e c o v e r y  p r o g r a m - t h a t  m e e t s  c e r t a in  r e q u ir e m e n t s .  T h e  p r o ­
g r a m  m u s t  id e n t i f y  a n d  t r a c k  r e s o u r c e s  ( w h e t h e r  o r  n o t  e x c lu d e d  
fo r  e l i g i b i l i t y  p u r p o s e s )  o f  i n d i v i d u a l s  w h o  r e c e iv e  n u r s i n g ,  f a c i l i t y ,  
h o m e  a n d  c o m m u n i t y - b a s e d  s e r v ic e s , a n d  o t h e r  s p e c i f i e d  l o n g - t e r m  
c a r e  s e r v ic e s :  T h e  p r o g r a m  m u s t  p r o m p t ly  a s c e r t a in  w h e n  t h e  i n d i ­
v i d u a l  a n d  t h e  s u r v i v i n g  s p o u s e ,  i f  a n y ,  d i e s ,  a n d  m u s t  p r o v id e  for  
t h e  c o l l e c t i o n  o f  t h e  a m o u n t s  c o r r e c t ly  p a i d  b y  M e d i c a i d  o n  b e h a l f  
o f  t h e  i n d i v i d u a l  f o r  l o n g - t e r m  c a r e  s e r v ic e s  f r o m  t h e  e s t a t e  o f  t h e  
i n d i v i d u a l  o r  t h e  s u r v i v i n g  s p o u s e .  T h e  t e r m  “ e s t a t e "  is  d e f i n e d  a s  
a l l -  r e a l  a n d  p e r s o n a l  p r o p e r t y  o f  a  d e c e a s e d  i n d i v i d u a l  a n d  a l l  
o t h e r  a s s e t s  i n  w h ic h  t h e  i n d i v i d u a l  h a d  a n y  l e g a l l y  c o g n i z a b l e  t i t le  
o r  in t e r e s t  a t  t h e  t i m e  o f  h i s  d e a t h ,  i n c l u d i n g  a s s e t s  c o n v e y e d  t o  
a  s u r v iv o r ,  h e ir ,  o r  a s s i g n  t h r o u g h  j o i n t  t e n a n c y ,  s u r v iv o r s h ip ,  l i f e  
e s t a t e , L i v i n g  t r u s t , o r  o t h e r  a r r a n g e m e n t .
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T h e  C o m m i t t e e  b i l l  r e q u ir e s  t h e  S t a t e  a g e n c y  to  e s t a b l i s h  p r o c e ­

d u r e s  ( i n  a c c o r d a n c e  w it h  s t a n d a r d s  s p e c if i e d  b y  t h e  S e c r e t a r y )  
u n d e r  w h ic h  t h e  a g e n c y '  w a iv e s  r e c o v e r y  i f  i t  w o u ld  w o r k  a n  u n  i  
h a r d s h ip  ( i n  a c c o r d a n c e  w it h  c r i t e r ia  e s t a b l i s h e d  b y  t h e  S e c r e t e  
T h e  C o m m i t t e e  e x p e c t s  t h a t ,  i n  d e v e l o p i n g  s t a n d a r d s  fo r  S t a L  , 
c o v e r y  p r o c e d u r e s ,  t h e  S e c r e t a r y  w i l l  a d d r e s s  a d e q u a c y  o f  n o t ic e . .  
a n d  r e p r e s e n t a t io n  o f , a f f e c t e d  p a r t ie s ;  c h e  t i m e l i n e s s  o f  t h e  p r d c -~ T  
e s s ; a n d  t h e  a v a i l a b i l i t y  o f  a p p e a l s  a n d  o t h e r  is s u e s .  W i t h  r e s p e c t  
t o  t h e  e s t a b l i s h m e n t  o f  c r it e r ia  f o r  u s e  b y  S t a t e s  i n  d e t e r m i n i n g  
w h e t h e r  to  w a iv e  r e c o v e r y , t h e  S e c r e t a r y  s h o u l d  p r o v id e  f o r  s p e c ia l  -• 
c o n s id e r a t io n  o f  c a s e s  i n  w h ic h  t h e  e s t a t e  s u b j e c t  t o  r e c o v i r y  is  ( 1 ) ’
t h e  s o le  i n c o m e - p r o d u c i n g  a s s e t  o f  s u r v iv o r s  ( w h e r e  s u c h  i n c o m e  is  
l i m i t e d ) ,  s u c h  a s  a  f a m i ly  f a r m  o r  o t h e r  f a m i l y  b u s in e s s ,  o r  (2 ) a  ; 
h o m e s t e a d  o f  m o d e s t  v a l u e  o r  ( 3 )  o t h e r  c o m p e l l i n g  c ir c u m s t a n c e s ,  r 
T h e  C o m m i t t e e  a ls o  e x p e c t s  t h e  S e c r e t a r y  to  p r o v id e  g u i d a n c e . t o  ~ 
S t a t e s  o n  h o w  t o  a d d r e s s  s i t u a t io n s  w h e r e  r e c o v e r y  is  n o t  w a iv e d  -i 
a n d  b e n e f ic ia r ie s  o f  t h e  e s t a t e  f r o m  w h ic h  r e c o v e r y  is  s o u g h t  w is h  A 
t o  s a t is f y  t h e  S t a t e ’s r e c o v e r y  c l a i m  w it h o u t  s e l l i n g  a  n o n - l i q u i d  ~ 
a s s e t  s u b je c t  t o  r e c o v e r y . - .  j  ■

Sec. 5113. Closing loophole perm itting  wealthy ind ividua ls to qual- ~ 
ify for M edicaid

U n d e r  t h e  C o m m i t t e e  b i l l ,  S e c t i o n  1 9 0 2 ( r ) ( 2 )  o f  t h e  S o c i a l  S e c u ­
r it y  A c t  is  a m e n d e d  to  p r o h i b i t  S t a t e  p l a n s  f r o m  d is r e g a r d i n g  a s ­
s e t s  i n  c a s e s  w h e r e  a n  i n d i v i d u a l  h a s  r e c e iv e d  o r  is  e l i g i b l e  to  r e ­
c e iv e  p a y m e n t s  u n d e r  a  lo n g - t e r m  c a r e  p o l ic y .  T h e  p r o v i s i o n  d o e s  
n o t  a p p l y  t o  S t a t e  p l a n  p r o v is i o n s  t h a t  a r e  a p p r o v e d  b y  t h e  S e c ­
r e t a r y  a s  o f  M a y  1 4 ,  1 9 9 3 .  T h i s  p r o v is i o n  p r e v e n t s  S t a t e s  f r o m  d is ­
r e g a r d i n g  a s s e t s  o f  i n d i v i d u a l s  s e e k in g  M e d i c a i d  e l i g i b i l i t y  o n  t h e  
b a s is  t h a t  i n d i v i d u a l s  h a v e  p u r c h a s e d  l o n g - t e r m  c a r e  i n s u r a n c e  
p o l ic i e s .  C e r t a i n  s t a t e s  a n d  t h e  S e c r e t a r y  h a v e  in t e r p r e t e d  s e c t io n  
1 9 0 2 ( r ) ( 2 )  a s  p e r m i t t i n g  s u c h  d is r e g a r d s .

P a r c  4— I m p r o v e m e n t  i n  i d e n t i f i c a t i o n  a n d  c o l l e c t io n  o f  t h i r d  p a r t y
p a y m e n t s

Sec. 5116. L ia b ility  o f  th ird  parties to pay for care and  services
U n d e r  c u r r e n t  l a w ,  S t a t e  M e d i c a i d  a g e n c ie s  a r e  r e q u ir e d  t o  t a k e  

a l l  r e a s o n a b le  m e a s u r e s  to  a s c e r t a in  t h e  l e g a l ,  l i a b i l i t y  o f  t h i r d  p a r ­
t ie s  ( i n c l u d i n g  h e a l t h  ir  a u r e r s )  t o  p a y  f o r  c o v e r e d  s e r v ic e s  p r o v id e d  
to  M e d i c a i d  b e n e f ic i a r ie s .  ,

(a) L iability  o f  E R IS A  p lans.— T h e  C o m m i t t e e  b i l l  i n c l u d e s  g r o u p  
h e a l t h  p l a n s  a s  d e f i n e d  i n  s e c t io n  6 0 7 ( 1 )  o f  t h e  E m p l o y e e  R e t ir e ­
m e n t  I n c o m e  S e c u r it y  A c t  o f  1 9 7 4 ,  s e r v ic e  b e n e f i t  p l a n s ,  a n d  h e a l t h  
m a i n t e n a n c e  o r g a n iz a t io n s  a m o n g  t h e  t h ir d  p a r t ie s  t h e  l e g a l  l i a b i l ­
it y  o f  w h ic h  S t a t e s  a r e  r e q u ir e d  to  a s c e r t a in  w i t h  r e s p e c t  t o  s e r v ­
ic e s  p r o v id e d  t o  M e d i c a i d  e l i g i b l e s .

(b) Requiring States to p roh ib it insurers from  taking  M edicaid  
sta tus into account.— T h e  c o m m it t e e  b i l l  r e q u ir e s  S t a t e s  t o  p r o h i b i t  
a n y  h e a l t h  i n s u r e r ,  g r o u p  h e a l t h  p l a n  u n d e r  E R I S A ,  s e n d e e  b e n e f i t  
p i a n ,  o r  H M O  f r o m  t a k i n g  i n t o  a c c o u n t  a n  i n d i v i d u a l ' s . e l i g i b i l i t y  
fo r  M e d i c a i d  i n  e n r o l l i n g  t h e  i n d i v i d u a l  f o r  c o v e r a g e  o r  m a k i n g  a n y  
p a y m e n t s  f o r  b e n e f i t s  t o  (o r  o n  b e h a l f  o f )  t h e  i n d i v i d u a l . . . . . .

(c) StL 
i n  any • 
m e n t  ;c :  
r o g a t e d
co t h e  e 
g r a m .
Section

- T h e  C 
S e r v ic e s  
f o r  t h e  
p l a n s ,  g  
n i z a r io n  
f o r  s e n '  
ic e  b e n e  
M a t e r n :  
M e d i c a :  
c o n c e r n -  
a i d  b e n  
d e p e n d s  
d u r e s  u  
m a t i o n  
t e n a n c s  
e m p l o y  
( a n d  sp  
h e a l t h  
p e n a l t y

Sec. 51
U n d e  

o p e r a t :  
m e n t  a  
a p e e r  :  
m e d i c a  
v i d u a l s  
a n y  r ig  
a d m i m  

- T h e  
la w s  n  
i n s u r e :  
e r a g e  
o u t  o f  
F e d e r a  
i n  t h e  
a n v  c a  
o n i e r  * 
b l e  fo r  
a n d / o r  
( 3 )  a  i 
t h a t  p  
minist 
( u p .  t o  
A c t ) ;  1 
q u ir e r
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( c )  S t a t e  r - g h t  t o  s u b r o g a t i o n . — T h e  C o m m i t t e e  b i l l  p r o v id e s V t h a t ,  
i n  a n y  c a s e  w h e r e  a  t h ir d  p a r t y  h a s  a  l e g a i  l i a b i l i t y  to m a k e  p a y ­
m e n t  for  s e r v ic e s  p r o v id e d  to  a  M e d i c a i d  b e n e f ic ia r y ,  a  S t a t e  is  s u b ­
r o g a t e d  to  t h e  r ig h t  o f  a n y  o t h e r  p a r t y  t o  p a y m e n t  f o r  9 u c h  s e r v ic e s  
t o  t h e -  e x t e n t  t h a t  p a y m e n t  h a s  b e e n  m a d e  b y  t h e  M e d i c a i d  p r o ­
g r a m .

Section 5117. H ealth coverage clearinghouse
T h e  C o m m i t t e e  b i l l  d ir e c t s  t h e  S e c r e t a r y  o f  H e a l t h  a n d  H u m a n  

S e r v ic e s  t o  e s t a b l i s h  a n d  o p e r a t e  a  H e a l t h  C o v e r a g e  C l e a r i n g h o u s e  
f o r  t h e  p u r p o s e  o f  i d e n t i f y i n g  i n d e m n i t y  in s u r e r s ,  s e r v ic e  b e n e f it  
p l a n s ,  g r o u p  h e a l t h  p l a n s  u n d e r  E R I S A ,  h e a l t h  m a i n t e n a n c e .o r g a ­
n i z a t i o n s ,  a n d  o t h e r  t h ir d  p a r t ie s  w h ic h  m a y  b e  l i a b l e  fo r  p a y m e n t  
f o r  s e r v ic e s  p r o v id e d  t o  M e d i c a i d ,  M e d ic a r e ,  o r  I n d i a n  H e a l t h  S e r v ­
ic e  b e n e f ic ia r ie s  (o r  i n d i v i d u a l s  r e c e iv in g  s e r v ic e s  f u n d e d  u n d e r  t h e  
M a t e r n a l  a n d  C h i l d  H e a l t h  B l o c k  G r a n t ) .  T h e  b i l l  d ir e c t s  S t a t e  
M e d i c a i d  a g e n c ie s  to  r e q u e s t  i n f o r m a t io n  f r o m  t h e  C l e a r i n g h o u s e  
c o n c e r n in g  t h e  e m p l o y m e n t  a n d  g r o u p  h e a l t h  c o v e r a g e  o f  a  M e d i c ­
a i d  b e n e f ic ia r y ,  t h e  b e n e f ic ia r y ' s  s p o u s e ,  o r , i f  t h e  b e n e f ic ia r y  ia  a  
d e p e n d e n t  c h i l d ,  t h e  b e n e f ic ia r y ' s  D a r e n t s .  l i r e  b i l l  s e t a  f o r t h  p r o c e ­
d u r e s  u n d e r  w h ic h  S t a t e  M e d i c a i d  p r o g r a m s  m a y  o b t a i n  t h is  i n f o r ­
m a t i o n  f r o m  t h e  C l e a r i n g h o u s e  a s  w e l l  a s  p r o c e d u r e s  fo r  t h e  m a i n ­
t e n a n c e  o f  a  d a t a  b a n k  b y  t h e  C l e a r i n g h o u s e .  T h e  b i l l  a ls o  d ir e c t s  
e m p lo y e r s  t o  p r o v id e  i n f o r m a t io n  r e l a t i n g  t o  c o v e r a g e  o f  i n d i v i d u a l s  
( a n d  s p o u s e  a n d  d e p e n d e n t  c h i l d r e n )  u n d e r  t h e  e m p lo y e r ’ s  g r o u p  
h e a l t h  p l a n  t o  t h e  C l e a r i n g h o u s e  a n d  p r o v id e s  e. c iv i l  m o n e t a r y  
p e n a l t y  fo r  w i l l f u l  a n d  r e p e a t e d  f a i lu r e  t o  c o m p l y .
Sec. 5118. M edical child support

U n d e r  c u r r e n t  la w ,  S t a t e  M e d i c a i d  a g e n c ie s  m u s t  e n t e r  i n t o  c o ­
o p e r a t iv e  a r r a n g e m e n t s  w it h  t h e .  S t a t e 's  C h i l d  S u p p o r t  E n f o r c e ­
m e n t  a g e n c y  u n d e r  T i t l e  I V - D  o f . t h e  S o c i a l  S e c u r it y  A c t  w i t h  r e ­
s p e c t  t o  t h e  e n f o r c e m e n t  a n d  c o l le c t io n ,  o f  r ig h t s  o f  p a y m e n t  f o r  
m e d i c a l  c a r e  b y  o r  t h r o u g h  a  p a r e n t .  S t a t e s  m u s t  a l s o  r e q u ir e -  i n d i ­
v i d u a l s ,  a s  a  c o n d i t i o n ,  o f  M e d i c a i d  e l i g i b i l i t y ,  t o  a s s ig n  t o  t h e  S t a t e  
a n y  r ig h t s -  t o  s u p p o r t  f o r  t h e  p u r p o s e  o f  m e d i c a l  c a r e  b y  a c o u r t  o r  
a d m i n i s t r a t i v e  o r d e r .  . . . . ■ .

- T h e  C o m m i t t e e  b i l l  r e q u ir e s - S t a t e s  t o  h a v e - u r  e f f e c t  t h e - f o l l o w in g  
l a w s  r e l a t i n g  t o  m e d i c a l  c h i l d  s u p p o r t :  ( 1 ) a  la w  t h a t  p r o h ib i t *  a n  
in s u r e r  f r o m  d e n y i n g  e n r o l l m e n t  o f  a  c h i l d :  u n d e r  t h e  h e a l t h  c o v ­
e r a g e  o f  t h e  c h i l d ’s  p a r e n t  o n  t h e  g r o u n d  t h a t  t h e  c h i l d  w a s  b o r n  
o u t  o f  w e d lo c k ,  c a n n o t  b e  c l a i m e d  a s  a  d e p e n d e n t  o n  t h e  p a r e n t ' s  
F e d e r a l  i n c o m e  t a x  r e t u r n ,  o r  d o e s  n o t  r e s id e  w i t h  t h e  p a r e n t  o r  
i n  t h e  in s u r e r ’ s  s e r v ic e  a r e a ;  (2 ) a  la w  t h a t  r e q u ir e s  a n  in s u r e r ,  i n  
a n y  c a s e  i n  w h ic h  a  p a r e n t . i s  r e q u ir e d  b y  a  c o u r t  o r  a d m i n i s t r a t iv e  
o r d e r  t o  p r o v id e  h e a l t h  c o v e r a g e - f o r  a  c h i l d  a n d  t h e  p a r e n t  is  e l i g i ­
b l e  f o r  f a m i l y  c o v e r a g e  t h r o u g h ,  t h e  in s u r e r ;  t o  p e r m i t  t h e  p a r e n t  
a n d / o r  c h i l d  t o  e n r o l l  r e g a r d le s s  o f  e n r o l l m e n t  s e a s o n  r e s t r ic t io n s ;  
( 3 )  a  la w -  t h a t  r e a u ir e s  a n y  e m p l o y e r  d o i n g  b u s i n e s s  i n  t h e  S t a t e  
t h a t  p r o v id e s  h e a l t h  c o v e r a g e  t o  a  c h i l d  p u r s u a n t  t o  c o u r t  o r  a d ­
m in is t r a t iv e  o r d e r  t o  w i t h h o l d  t h e  e m p lo y e e ’ s s h a r e  o f  t h e  p r e m i u m  
( u p  t o  t h e  m a x i m u m  p e r m it t e d  b y  t h e  C o n s u m e r  C r e d i t  P r o t e c t io n  
A c t ) ;  (4 )  a  la w  t h a t  p r o h i b i t s  a n  i n s u r e r  f r o m  i m p o s i n g  s p e c ia l  r e ­
q u i r e m e n t s  o n  a  S t a t e  a g e n c y  a c t in g  a s  a  s u b r o g e e  o r  a g e n t  o f  a
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M e d i c a i d  b e n e f ic ia r y ;  ( 5 )  a  la w  t h a t  r e q u ir e s  a n  in s u r e r  t o  f a c i l i t a t e  
p a y m e n t  f o r  s e r v ic e s  to  a  c h i l d ,  i n  c a s e s  w h e r e  t h e  c h i l d  h a s  h e a l t h  
c o v e r a g e  t h r o u g h  t h e  n o n c u s t o d i a l  p a r e n t ;  a n d  ( 6 )  a  1 a w ._ t h a t • r e ­
q u ir e s  t h e  S t a t e  M e d i c a i d  a g e n c y  t o  g a r n is h  w a g e ? / " 'o r ’ w i t h h o l d  
a m o u n t s  f r o m  S t a t e  t a x  r e f u n d s ,  t o  i n d i v i d u a l s  w h o  a r e  s u b je c t  to  
a m e d i c a l  c h i l d  s u p p o r t  o r d e r , h a v e  r e c e iv e d  p a y m e n t  f r o m  a  t h i r d -  
p a r t y  o f  t h e  c o s t s  o f  s e r v ic e s  to  t h e  c h i l d ,  a n d  h a v e  n o t  r e im b u r s e d  • 
t h e  p r o v id e r  o r  t h e  o t h e r  p a r e n t  o r  g u a r d i a n .

F o r  p u r p o s e s  o f  t h e s e  la w s , t h e  t e r m  “ in s u r e r "  i n c l u d e s  a n  e n t it y  
o f f e r in g  a  s e r v ic e  b e n e f i t . . p l a n ,  a  h e a l t h  m a i n t e n a n c e  o r g a n iz a t io n ,  
a n d  a  g r o u p  h e a l t h  p l a n  u n d e r  E R I S A .

P a r t  5— A s s u r i n g  p r o p e r  p a y m e n t s  to  d is p r o p o r t io n a t e  s h a r e  - 
y  . . h o s p i t a l s

Sec. 5121. Assuring- proper paym ents to disproportionate share hos- ■ 
• pitals- ’ ■ ■ * _• - .

U n d e r '  c u r r e n t  la w ,-  S t a t e s  acre r e q u ir e d  t o  m a k e  a d j u s t m e n t s  to  
p a y m e n t s  f o r  i n p a t i e n t  s e r v ic e s  p r o v id e d  t o  M e d i c a i d  p a t ie n t s  a t  
h o s p i t a ls  s e r v in g  d is p r o p o r t io n a t e  n u m b e r s  o f  M e d i c a i d  a n d  o t h e r  • 
l o w - in c o m e  p a t ie n t s  w it h  s p e c ia l  n e e d s .  S t a t e s  h a v e  b r o a d  a u t h o r ­
it y  to  d e s i g n a t e  “ d is p r o p o r t io n a t e  s h a r e "  ( D S H )  h o s p i t a l s .  H o w e v e r ,  
a  h o s p i t a l  is  d e e m e d  t o  b e  a  D S H  h o s p i t a l ,  a n d  is  e n t i t l e d  to  r e ­
c e iv e  p a y m e n t  a d j u s t m e n t s ,  i f  ( 1 )  i t s  M e d i c a i d  i n p a t i e n t  u t i l i z a t i o n  
r a t e  is  a t  l e a s t  o n e  s t a n d a r d  d e v i a t i o n  a b o v e ,  t h e  m e a n  M e d i c a i d  i n ­
p a t ie n t  u t i l i z a t i o n  r a t e  f o r  h o s p i t a l s  r e c e iv in g  M e d i c a i d  p a y m e n t s  
i n  t h e  S t a t e ,  o r  ( 2 )  t h e  h o s p i t a l ’s  l o w - in c o m e  u t i l i z a t i o n  r a t e  e x ­
c e e d s  2 5  p e r c e n t .  T h e r e  is  n o  r e s t r ic t io n  o n  t h e  a m o u n t  o f . D S H  
p a y m e n t  a d j u s t m e n t s  a n y  D S H  f a c i l i t y  c a n  r e c e iv e ;  h o w e v e r ,  t h e  
t o t a l  a m o u n t  o f  D S H  p a y m e n t  a d j u s t m e n t s  i n  a n y  S t a t e  m a y  n o t  
e x c e e d  t h e  h i g h e r ;  o f  ( 1 )  1 2  p e r c e n t  o f  t h e  t o t a l  M e d i c a i d  e x p e n d i ­
t u r e s  i n  t h e  S t a t e  d u r i n g  t h e  f is c a l  y e a r  o r  ( 2 )  t h e  t o t a l  a m o u n t  o f  
D S H  p a y m e n t  a d j u s t m e n t s  m a d e  b y  t h e  S t a t e  d u r i n g  F Y  1 9 9 2 . -  

T h e  C o m m i t t e e  is  c o n c e r n e d  ■ b y  r e p o r t s :  t h a t  s o m e 1 S t a t e s - a r e  
m a k i n g  D S H  p a y m e n t  a d j u s t m e n t s  t o  h o s p i t a ls  t h a t :  d o  n o t  p r o v id e  
i n p a t i e n t  s e r v ic e s  t o  M e d i c a i d  b e n e f ic ia r ie s .  T h e  - p u r p o s e  o f  t h e  
M e d i c a i d  D S H  p a y m e n t  a d j u s t m e n t  is  t o  a s s is t  t h o s e  f a c i l i t ie s - w it h  
h i g h  v o l u m e s  or  M e d i c a i d  p a t ie n t s -  i n  m e e t i n g  t h e  c o s t s  o f  p r o v i d i n g  
c a r e  to  t h e  u n i n s u r e d  p a t ie n t s  t h a t  t h e y  s e r v e , s i n c e  t h e s e  f a c i l i t ie s  
a r e  u n l i k e l y  t o  h a v e -  la r g e  n u m b e r s  o f  p r i v a t e l y  i n s u r e d -  p a t ie n t s  
t h r o u g h  w h i c h  t o  o f f s e t  t h e i r - o p e r a t i n g  lo s s e s - o n . : t h e  u n i n s u r e d .  I t  
is  d i f f i c u l t  f o r  t h e  C o m m i t t e e  t o  u n d e r s t a n d  h o w  t h e  p a y m e n t  o f  a  
M e d i c a i d  D S H  p a y m e n t  a d j u s t m e n t  t o  a  f a c i l i t y  t h a t  h a s  n o  M e d i c ­
a i d  i n p a t i e n t s  c a n  b e  j u s t i f i e d  o n  s t a t u t o r y - o r  p o l i c y  g r o u n d s . - T h e  
C o m m i t t e e  b i l l  t h e r e f o r e  p r o h i b i t s  S t a t e s  f r o m  d e s i g n a t i n g  a  h o s ­
p i t a l  a s  a  M e d i c a i d  d i s p r o p o r t io n a t e  3 h a r e  h o s p i t a l  u n l e s s  a t  le a s t  
1  p e r c e n t  o f  t h e  f a c i l i t y ’ s  i n p a t i e n t  d a y s  a r e  a t t r ib u t a b l e  t o  M e d ic -  
a i o p a t i e n t s .  • - •  ~ • •: - -

T h e  C o m m i t t e e  i s - a l s o  . c o n c e r n e d . b y  r e p o r t s  t h a t  s o m e  S t a t e s  
h a v e  m a d e  D S H  p a y m e n t  a d j u s t m e n t s  t o  S t a t e  p s y c h ia t r ic  o r  u n i ­
v e r s it y  h o s p i t a l s  i n  a m o u n t s  t h a t  e x c e e d  t h e  n e t  c o s t s , a n d  i n  s o m e  
in s t a n c e s  t h e  t o t a l  c o s t a , o f  o p e r a t in g -  t h e .  f a c i l i t i e s .  A c c o r d in g  t o  
s u c h  r e p o r t s , o n c e  r e c e iv e d  b y  t h e  S t a t e  h o s p i t a l ,  t h e s e  e x c e s s  M e d ­
i c a id  D S H  p a y m e n t s  a r e  t r a n s f e r r e d  t o  t h e  S t a t e  g e n e r a l  f u n d ,

538

S e c

L
coir
ite c
Sec
b in
plie

S e c
' (c  

err. 
a id  
a c t 
M e  
G r: 
h e s 
t in ’ 
p ro 
in t i 
mo 
A c: 
m g



oiiici.il Business

s  ,

A l a s k a  S t a t e  S ^ a a t e

S e n a t e  F i n a n c e  C o m m i t t e e

Mail Slop 3100 
Stair Capitol 

Juneau. Alaska 99«oi-ii82

SENATE FINANCE COMMITTEE 
LETTER OF INTENT 
TO ACCOMPANY 

CSSB 366 (Finance)

I t  i s  t h e  i n t e n t  o f  t h e  L e g i s l a t u r e  t h a t  t h e  D e p a r t m e n t  o f  H e a l t h  
a n d  S o c i a l  S e r v i c e s  s h a l l  i m p o s e  c o s t  s h a r i n g  c h a r g e s  o n  e l i g i b l e  
p e r s o n s  u n d e r  t h e  s t a t e  M e d i c a i d  p l a n  t o  t h e  m a x i m u m  e x t e n t  a l l o w e d  
u n d e r  f e d e r a l  l a w  a n d  r e g u l a t i o n s ;  h o w e v e r ,  i f  t h e  d e p a r t m e n t  h a s  
c l e a r  a n d  c o m p e l l i n g  r e a s o n  t o  b e l i e v e  t h a t  a p p l i c a t i o n  o f  t h i s  
p o l i c y  t o  a  s p e c i f i c  M e d i c a i d  s e r v i c e  w o u l d  n o t  p r o m o t e  t h e  p u r p o s e  
o f  r e d u c i n g  s t a t e  e x p e n d i t u r e s  o r  w o u l d  g e n e r a t e  s a v i n g s  t h a t  a r e  
i n s i g n i f i c a n t  i n  r e l a t i o n  t o  t h e  t o t a l  c o s t  c o n t a i n m e n t  p o s s i b l e ,  
t h e n  t h e  d e p a r t m e n t  s h a l l  h a v e  m i n i m a l  f l e x i b i l i t y  t o  w a i v e  
a p p l i c a t i o n  o f  t h i s  p o l i c y .  F u r t h e r m o r e ,  i t  i s  t h e  i n t e n t  o f  t h e  
L e g i s l a t u r e  t h a t  t h e  d e p a r t m e n t  p r e s e n t  a  r e p o r t  t o  t h e  f i r s t  
s e s s i o n  o f  t h e  N i n e t e e n t h  L e g i s l a t u r e ,  d e s c r i b i n g  t h e  s t a t u s  o f  
i m p l e m e n t a t i o n  o f  t h i s  c o s t  s h a r i n g  p o l i c y ,  i n d i c a t i n g  a n y  s p e c i f i c  
M e d i c a i d  s e r v i c e  f o r  w h i c h  t h i s  p o l i c y  w a s  w a i v e d ,  a n d  p r e s e n t i n g  
t h e  r a t i o n a l e  f o r  s u c h  a  w a i v e r .  T h e  r e p o r t  s h a l l  i n c l u d e  a  
l i s t i n g  o f  w a i v e r s  s o u g h t  f r o m  t h e  f e d e r a l  g o v e r n m e n t  a n d  a n  
i n d i c a t i o n  o f  t h o s e  g r a n t e d .
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Senate Bill 366: Sponsor Statem ent 
26 M arch, 1994

f S & S 3 B fe §8 was introduced by the Senate Finance Committee at the 
request of the Division of Medical Assistance within the Department of 
Health and Social Services.

In large part, the statutory changes proposed in this bill relating to medical 
child support orders, estate recoveries by Medicaid, and Medicaid- 
qualifying trusts are required by the federal Omnibus Budget Reconciliation 
Act of 1993 (OBRA ’93), and DHSS will face a penalty-loss of federal 
financial Medicaid par ticipation—if legislation is not adopted by July 1, 1994. 
Additionally, SB 366 directs the Division of Medical Assistance to 
implement a copayment policy under Alaska's Medicaid plan.

MEDICAL CHILD SUPPORT

Certain mandates imposed by OBRA '93 relate to children who are subject 
to a judicial or administrative medical support order. Section 7 of the Bill 
sets forth the requirements of a medical support order; Sections 4 and 5, 
respectively, require the CSED and the courts to ensure that a medical 
support order meets these requirements.

The Division of Medical Assistance is currently required by federal law to 
maintain a cooperative arrangement with the Child Support Enforcement 
Division with respect to the enforcement and collection of medical care 
payment by or through a parent (see Section 4). Federal law also mandates 
that Alaska must require individuals, as a condition of Medicaid eligibility, 
to assign to the State any rights to medical care support by a court or 
administrative order (see Section 18).

With regard to medical child support, OBRA '93 requires Alaska to 
implement laws that will:

(1) prohibit an insurer from denying enrollment of a child under the 
health coverage of the child's parent on the ground that the child was 
born out of wedlock, cannot be claimed as a dependent on the parent's 
federal income tax return, or does not reside with the parent or in the 
insurer's service area (see Section 3);
(2) require an insurer, in any case in which a parent is required by a 
court or administrative order to provide health coverage for a child



and the parent is eligible for family coverage through the insurer, to 
permit the parent and/or child to enroll regardless of enrollment 
season restrictions (see Section 3);
(3) require any employer doing business in Alaska that provides 
health coverage to a child pursuant to court or administrative order 
to withhold the employee's share of the premium (see Section 6);
(4) prohibit an insurer from impc sing special requirements on a 
State agency acting as a subrogee or agent of a Medicaid beneficiary 
(see Section 3);
(5) require an insurer to facilitate payment for services to a child in 
ca jes where the child has health coverage through the noncustodial 
parent (see Section 3); and
(6) require the Division of Medical Assistance to garnish wages of 
individuals who are subject to a medical support order, have received 
payment from a third party of the costs of services to the child, and 
have not reimbursed the provider or the other parent or guardian 
(see Section 18).

With regard to these new laws, Section 3 provides th a t the term "insurer" 
includes a writing carrier, an entity offering a service benefit plan, a health 
maintenance organization, and a group health plan under ERISA.

MEDICAID ESTATE RECOVERIES

Under current law, Alaska's Division of Medical Assistance may opt to 
seek recovery of expenditures made on behalf of an individual under its 
Medicaid program from the individual’s estate if the individual was 65 
years of age or older at the time of receiving Medicaid benefits, has no 
surviving spouse, and has no surviving minor or disabled child.

OBRA '93 mandates that Alaska establish an estate recovery program that: 
(a) identifies and tracks resources of individuals who receive nursing 
facility, home and community-based services, and other specified long-term 
care services; (b) promptly ascertains when the individual and the 
surviving spouse, if any, dies; and (c) provides for the collection of the 
amounts paid by Medicaid on behalf of the individual for long-term care 
services from the estate of the individual or the surviving spouse. OBRA '93 
also requires th a t the Division of Medical Assistance establish procedures 
under which the estate recovery is waived if it would work an undue 
hardship. Section 20 of the Bill implements these requirements.

TRANSFER OF ASSETS TO MEDICAID-QUALIFYING TRUSTS

Federal law currently provides that individuals residing in nursing 
facilities who dispose of resources for less than fair market value within 30 
months prior to applying for Medicaid are subject to a delay in eligibility for 
nursing facility care and home- and community-based services.



OBRA '93 specifies that such individuals will not be ineligible for Medicaid 
coverage if the Division of Medical Assistance procedurally determines that 
the denial of eligibility would work an undue hardship. With respect to the 
consideration of personal resources for the purpose of determining 
Medicaid eligibility, OBRA '93 exempts from consideration Medicaid- 
qualifying trusts which are cc mposed only of pension, Social Security, and 
other income to the individual under which the State receives any amounts 
remaining upon the death of the individual. Section 17 incorporates these 
two provisions, while Sections 2 and 16, respectively, allow an individual to 
assign TERS and PERS benefits to a Medicaid-qualifying trust.

MEDICAID COPAYMENTS

Section 1902(a)(14) of the Social Security Act permits States to require 
certain recipients to share some of the costs of Medicaid by imposing upon 
them such payments as deductibles, copayments, and similar cost-sharing 
charges. The charges must be nominal, and certain groups and types of 
services are excluded from the payments (children under 18, pregnant 
women receiving pregnancy-related services, institutionalized individuals, 
emergency services, family-planning services, and HMO enrollees).

Section 19 of the Bill directs tha t Alaska's Medicaid plan shall impose 
deductible, coinsurance, and copayment requirements on eligible persons 
to the maximum extent allowed under federal law; Section 21 provides that 
such charges apply to services performed on or after July 1, 1994. This 
policy will reduce State expenditures on Medicaid by reducing 
inappropriate utilization and by shifting costs to recipients amd providers.
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MEMORANDUM

TO: Senator Steve Frank, Co-Chair
Senator Drue Pearce, Co-Chair 
Senate Finance Committee

FROM: David Skidmore, Staff Aide

RE: Sectional Analysis of CS SB 366 (Finance)

DATE: 7 April 1994

This document was prepared in response to your request for a sectional 
analysis of Committee Substitute for Senate Bill 366 (Finance). In large 
part, the statutory changes proposed in this bill are required by the federal 
Omnibus Budget Reconciliation Act of 1993, and the Department of Health 
and Human Services will face a penalty if the necessary legislation is not 
adopted. Beyond this, CS SB 366 directs the Division of Medical Assistance 
to implement a copayment policy with regard to Alaska’s Medicaid plan.

Section 1 of the Bill establishes the purposes of the Act. The purposes of the 
Act are to (1) bring the state into compliance with federal law with respect 
to the recovery of Medicaid payments from the estates and trusts of 
individuals under certain circumstances and with respect to the 
establishment of medical support orders for children; (2) allow diversion of 
certain employee pension payments into Medicaid-qualifying trusts if the 
trusts provide that Medicaid payments made on behalf of the individual 
may be recovered from the trust after the individual's death. There is 
actually a third purpose of the Bill in Section 20: to provide that the State 
Medicaid plan shall impose copayment requirements on eligible persons to 
the maximum extent allowed under federal law.

Section 2 of the Bill amends AS 14.25.200(a). This amendment provides that 
a teacher's or member's right to receive benefits from the Teachers' 
Retirement System of Alaska may be assigned to a trust or similar legal 
device that meets the requirements for a Medicaid-qualifying trust under 
AS 47.07.020(f) and 42 U.S.C. 1396p^d)(4).


