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533 different programs.”Within tertain federal guidelines, states-are free to-design their Medicaid systems to fit local circumstances.

(7™

A MEDICAID PRIMER - DRAFT | |

What is Medicaid? Medicaid is the nation's major public‘ financing program for providing health and long-term coverage to millions
ol low-income people. Initially designed to pay for the health care of recipients of welfare assistance and certain other riecdy people,‘ '

in 1995, 36.1 million people--more than 1 in 10 Americans--were covered by Medicaid at a federal cost of $88.4 billion.

- Authorized under Title XIX of the Social Securify Act, Medicaid is a means-tested éntitlement program financed by state and federal

government and administered by the states. Federal guidelines place requirements on states for coverage of specific groups of people

and benefits. States that comply with the federal eligibility and benefit guidelines, receive federal matching payments based on the

“state's per-capita-income- The federal share--or federal medical ass_is‘t__z_gnge_Qgrgpg_tggé_‘{_"_F»I.\(I_A_Ri'_}-_-’ranges from 50 fo 83 percent of

Medicaid expenditures.

The programs' complexity surrounding who 1s eligible, what services will be paid for, and how those services can be paid for is a

source of much confusion. The attached table illustrates the wide variation in selected states' Medicaid programs.

. DRAFT
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Variation in Selected State Medicaid Programs:

Z

o _ . . o Medicaid
1994 AFDC Payment Number of Optional - Coverage Options | Phy siclan Office Visit Spending Per
Standard' Services Offered® for Pregnant Reimbursement Person In
‘ : _ Women & Kids® Rate® s
. Poverty
DC © $420/month 26 185% $20 $4,356
NY $577 (New York City) 26 * 185% $11 $6,703
TN $426 - 17 185% $22  $2,681
VA $354 21 133% $20 $2,858
‘Range of $164 (AL) - $680 (CT)® 15 (DE) - 31 (WI) 133% (required) - $11 (NY) - $28 (MA) $1,646 (OK) -
Variation: 275% (MN) : $8,212 (CT)
Other There are 34 optional 34 States above Limited office visit,
Comment:’ serv:ces 133% requirement established patient.
'1994 Green Book, Table 10-16. This means, for example, in DC a family of three must make $420 or less in order to qualify for AFDC and be
atag(mcany cligible for Medicaid.
Mcdm(nvcgcrvxccs St—azc-%y State, HCFA October 1994, o o T o - - e
INational Governors’ Association, “State Coverage of Pregpant Women and Kids-July 199-4", August 1994, |
qulahan; John. "Medicaid Physician Fees, 1990: The Results of a New Survey”, October 1991.
General Accounting Office, “MEDICAID: Spending Pressures Drive States Toward Program Reinvention”, April 1995.
o ~ SComparison excludes Alaska and Hawaii.




‘Who is Covered? Although Medicaid has increasingly been used to expand coverage to the low-income population, it covers only 58
percent of poor Americans. There are two reasons for this: only persbns who fall into particular "categories” are eligible and many

recipients must meet income limits that are based on cash assistance program (AFDC and SSI) standards which are usually well below

the poverty level:

Despite the complexity of Medicaid eligibility, most covered populations can be divided into six basic groups:

e Current and former recipients of cash assistance, either AFDC, which covers single-parent families and two-parent families
with an unemployed principal earner, or SSI, which covers low income persons who are aged; blind or disabled, V

e Low-income pregnant women and children undér age 6 with family incomes below 133% of poverty and children under age
11 (this is being phased in to age 19 by 2002) in famlhes whose income is less than 100% of:poverty;

o Medically needy persons who meet categorical restnct:ons (i.e., meet the nonﬁnanmal standards for mclusmn in one of the
groups covered under Medicaid) and who have medical expenses such that when subtracted from their income, puts them within
eligibility standards; -

| . .® Persons requiring i mstztzztzonal or other iong term care who hke the medlcally needy, qualify because of the hxgh cost of their

necded care; ) . - e .

® Lovw-income Medicare beneficiaries ("QMBs" and "SLMBs") for whom Medicaid will pay Medicare cost-sharing (premiums,
dedur’:tiblcs, coinsurance); and ‘ ,

® [ ow-income persons losing employer coverage for whom Medicaid will pay premiums for contmued private coverage through -
COBRA.
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Other mandatory and optional groixps who are eligible. There are other Medicaid beneficiaries who do not fit neatly into the six

categories above. They include:

e - AFDC:-related groups: states are required to provide Medicaid to persons who otherwise meet AFDC eligibility standards but

do not aémally receive cash payments because the payments would be less than $10 or persons whose payments are reduced to
zero because of recovery of previous overpayments. At state option, Medicaid coverage is available to children who meet the
income and resource standards of AFDC but do not meet the definition of "dependent child,” (e.g. children in two-parent

homes where the primary earner is not unemployed).

° Non-A FDC Pregnant Women and Children: States-are pen‘hitted to cover pregnant women and infants under ageyl with -

incomes up to 185% of poverty.

State-only supplémentary cash payments.

"o " SSi-related groups:” States, at théir option, may provide Medicaid to individuals who are-not receiving SSI-but-are receiving— . o ...



_Q_{sgrqgg.r{igggfteﬂ share hospika'l (DSH) payments account

!)isjgncturé between beneficiaries and expenditures.
Allhougli adults and children in low income families _
make up nearly 70% of beneﬁciaﬁes, théy account for
only 29% of Medicaid spend?ng. The elderly and
disabled account for thé majority (57%) of spending

because of their intensive use of acute and long-term care

services. Per capita spending _rahges from $888 for non-

disabled children to $5,200 for aged beneficiaries.

for 12% of Medicaid spending, but cannot be attributed to

a beneficiary or service category.
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What Services are Covered? Medicaid covers a broad range of services to meet the complex needs of beneficiaries. Because of the

limited financial resources of beneficiaries, few or no cost-sharing requirements are imposed. States that choose to cover the

medically needy may offer more restricted benefits to these beneficiaries than to those who meet categorical eligibility criteria.

Furthermore, states may offer optional services tothe categorically needy only or to both categoricaliy and medically needy.

Federally-mandated services for categorically-eligible
Medicaid beneficiaries include: V
e inpatient and outpatient hospital
® physician, midwife, and certified nurse practxtloner
® |aboratory and x-ray
® nursing homes
® home health

“treatment (EPSDT) for children under age 21

e family planning -
| e rural health cllmcs/federally qualified health
centers

Stales are required to provide to their medically needy™
populations prenatal and delivery services, ambulatory
services, and home health. Broader requirements apply if
the state provides services in [CF/MRs or IMDs.

o carly and périodi¢ screening, diagnosisand - — - |~

Commonly offered optional services for both categorically
and medically-needy populations include: *
= @ prescription.drugs S
® clinic services
® prosthetic devices .
® hearing aids
> o [CF-MRs & IMD

S — podxatnst,-optometnst chxropractor serwces

¢ dental & dentures

® eyeglasses :

® physical, occupation, speecl & respiratory
therapy '

® hospice

‘® case'management - -« - .. .
® personal care ‘

- *states still receive federal matching funds for optional

services

DRAFT



Reccent Beneficiary and‘Expenditures Growth. ' -
Bencficiaries. Recently, Medicaid enrollment has risen dramatically, reaching 36.1 million beneficiaries in 1995--up considerably -

from 25.3 million in 1990. Growth has been mostly at{rib‘utableito expanded coverage of low-income pregnant women and young

children and increases in the number of blind and disabled beneficiaries.

Exp_éndiumres; In recent years, Medicaid expenditures have escalated,rapidiy: averagé annual ihcreases of almost 17% resulted in
~Medicaid ékp@nditures more than doubling between 1990 and 199‘5. Federal expénditures have ihcreas¢d from $41.1 billion to $88.4
billion. The'rise in spending in that period was at‘tr.ibutéble toa combinétion of health care inflation, stateé’ use of alternative financing
* mechanisms (e.g., DSH payments, provider taxes and donations), and a rise in enrol]mgnt. DSH'paymeﬁts were the most important
”c’osl‘“driver’ih; 1991 and*’},992;v>\vhen"Medicaid spevndingvgrew‘by»-Q?—% vénd*Q-Q%;'respect-ivelyf.»--In:Q:yearé,ADSH.payments..grgw_frém_.v . e
slightly less than $1 billion io $1 7.4B. Onlya ‘gmall ﬁ“ac&Qg of s-pending growth was attributable to the expansions in coveragé of

low-income pregnant women and children, however. - The rate of growth in Medicaid spevnding has slowed more recently. The™

“actuaries now project’

[ffect on States. According to the National Association of State Budget Officers, in most states, Medicaid became the single largest

_ and fastest growing item in the states' budgets. By 1993, Medicaid accounted for 18.4% ojftotal states' expenditures.

. DMW |
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Future growth mimics past growth.  While ‘thé rate of growth in Medicaid spending has slowed recently, both the Administration

and CBO expect the rate of growth to increase in the future. The Administration projects average annual growth rates of 9.3% for the

period from FY 1996 through FY 2000 (CBO projects average annual growth rates of 10.5% over the same period). For the FY 1996

1o F'Y 2000 period, the Administration projects Medicaid enrollment will grow at an average annual rate of 3.8% while prices, volume,

and intensity are expected to grow by an average annual rate of 5.4%. As the charts below indicate, over the next 5 years, much (44%)

of Medicaid beneficiary growth is expected to be among children and expenditure growth among the aged and disabled adults (57%).

DISABLED ADULTS (31 09%) @

Medicaid Expenditure Growth, 1996-2000

CHILDREN (18 61%)

Medicaid Beneficiary Growth, 19A96-2000
’ Share by Beneficiary Type

Disalded Aduls {21.85%)

Childeen (41.97%)
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How is Care Délivered? WhAi{e‘ traditional fee-fof—sewice,ﬁnamcing arréngements still predominate, an increasing humbef of staiés '
are enré[lix}g their Medicaid populations in managed care program-s. As 6f.Jime 1994, 7.8 million Medicaid beneficiaries were
enrolled ;11 managed care, up dramaticglly from 2.7 million in 1991. Medicaid’ managgd care models range from HMOs using prepaid .
capitated care o loose Anctworks contracting With select;ed providers for discounted services andlgatwekeeping to control utilization.
States have initially targeted Zow-inc;me familiés for enrollment rather lhaﬁ aged or disabled beneﬁciarié;. There is very little
ekperience with managéa’ care for disabled pbpula:ions who need institutional care. V o

Movement toward Medicaid Waivers.

Section 1115 Research and Demonstration Waijvers. Section 1115 of the Social Security Act alldws the Secretary to y\}aive

~————requirements-for-what-a-State plan.must include (e.g., statewideness, amount, duration, and scope; eligibility) and any requirement

. that defines the payments (o states, including capitation contract requirements. Recently, states have been using Section 1115 to

obtain waivers of federal statutory requirements to-undertake statewide, mandatory managed care demonstration programs and expand

“coverage. The Adniinistration-has-awarded-Section-1-115-waivers-to seven states and. twelve more have applied and are in the process

of negotiation.

) DRAFT
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1915(b) managed care waiversj The §1915(b) waivers are much more limited than the §1.115 waivers. The Secretary can waive only

those requirements which may be necessairy to: 1) implement a primary case management system or a specialty physician services
arrangement which limits freedom o'fchoice;.2) allow a locality to acf as a central broker to he'lp'enrollees select a plan; 3) provide
additional services with the savings from managed care; or 4) restrict f)rovider choice. States can use §1915(b) authority to establish
managed care plans, but also to restrict providers Jfor inpatient hospitals, nursing home facilities and transportation. States sor;riefix;nes
prefer 1115 waivers to allow.for more extensive mén-aged care development. For e.xample‘, under 1915(b) authority, states cannot
waive the requirement that no more thanA 75% of enrollment, c'ar'l vbre Medicaid bcneﬁciaries for HMOs, ﬁor can théy waive "lock-in"

provisions for recipients. Moreover, Section 1915(b) waivers must be renewed every two years.

s ——1915¢c) home and-community-based services waivers.- Presentl; ,,.over:three-fourths..of Medicaid spending for long-term care ison

institutional services in nursing homes. Increasingly, home and community-based services waivers are being used by states to shift
services delivery away from costly nursing home care to community-based care. Although all states have home and community-based

services waivers, moSt projects are limited in'scope and the population-served-remains-small-- - —- i e L
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L . §1115 Medicaid Waivers

Since the original Medicaid legislation was passed in 1965, §1115 of the Social Securlty Act has given the Secretary of
Health and Human Services the authorrty to waive certain requirements of the Medicaid program to support an
‘experimental, pilot or demonstration project” that will "assist in promoting the ob)ectlves of the Medicaid program.”

Under authority of §1115 , the Secretary allow States tor -

. cover traditionally non-Medicaid populations arrri streamline eiigibility‘ rulee‘;‘

e waive statutory (§1915(b)) HMO requirerrients, such as voluntarydisenrollmenr and the 75/25 rule;
. extend the stetutory' HMO lock-in period and limit recipient choice to one delivery system; and ;
. provide Federel marching fuods for costs that are not otherwise m_atchableunder Title XIX.

~ States may apply for §1115 waivers for various reasons, including the desire to support broader State health reform

: mmatlves to increase coverage , to reduce the level ‘orgrowth-of Medicaid ~spending, or to maintain or increase Federal

fundmg Plorrda s waiver request, for example was an mtegral part of the State’s Ieglslated goal to, ensure access to
affordable health care coverage for all Floridians by December 21, 1994. ‘Although the legislature has yet to pass the
orzda Health Security Plan upon which the waiver is based, the State has already established the Communlty Health

. Purchasing Alli ances which ere voluntary insurance buymg pools for small busmesses T ———— . e

A
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1. §1115 Waiver Activity - ' | ' ' | i:)i;?; A?T
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. ‘The Administration has approved seven Statewide §”1’1 15 demonstration projects since taking office. Of these
" seven, four have implemented their programs and one, Kentucky, recently submitted an amendment to scale back
their program to eliminate eligibility expansions. Total acuté care spending in States with approved Statewide ’
demonstrations accounts for over 11% of all Medicaid expenditures -- operational Waiver.States account for 3.8%
of national acute care expenditures. Since most d'emonstrations do not incorporaté all State Medicaid acutecare -
expenditures, these figures probably overstate the percentage of Medicaid expenditures attributable to §1115

‘demonstrations.

. The Administration is currently reviewing waiver proposals from an additional 12 States. Total acute care

spending inStates with pending applications (not including Kansas) represents an additional 17.4% of total

Medicaid spend‘ing.

. The attached table 3.1, from a recent GAO report, lists the dates of submittal, approval, and implementation for

‘St'atjtens_tﬁ;‘t. have received or applied for §1115 waivers. —~-— - — —.—

. The attached table 32 also from a recent GAO report, lists the approximate size and nature of eligibility .

expansions for States with approved waivers.

4/7/95(5:40pm) ‘ - | f DR AFT
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Table 3.1: Section 1115 Statewide Demonstration waivers APplied for
Since 1991, by Submission Date

| .
i

- =

IState : Submission . Approval Implementation
Oregonv : Aug. 1991* Mar.j1993 . _Feb. 1994
Kentucky Mar. 1993 |' Dec. 1993 | -
Hawaii  Apr. 1993 | July 1993 | Aug. 1994
Tennessee June 1993 Nov. 1993 . Jan. 1994
Rhode Island | July 1993 | Nov. 1993 é Aug. 1994
Florida Feb. 1994 Sept. 1994 | °
ohio Mar. 1994 | Jan. 1995 | )
South Carolina Mar. 1994 - f
Massachusetts Apr. 1994 | ~i
New Hampshire | June 1994 :

Missouri June 1994 , ?
Delaware Jdly‘1994 , ; | vf
Minnesota July 1994 : |
ﬁlliinois ‘ ' Sepﬁ. 1994 | :
Louisiana Jan. 1995 ‘? f
| ox1ahoma ~ Jan. 1995 |
- uVermont ' | Feb. 1995 ;
| HNew York Mar. 1995 -
| HKanSas ==Marl 1995_~

“Oregbn s initial proposal was denied‘in August 1992 Thé state
revised and resubmitted the proposal, which was approved in March
1893.

"Awaiting 8;ate legislature approval.rWaiver O”“-"‘EA"“M‘\' s downrted q‘[qs.A
‘HCFA has approved South Carolina's wéiver proposal framework.
However, certain issues must be resolved before the state is
allowed to implement its demonstration program.

Source: HCFA. ; -

. . : P :
GAO/HEHS-95-122 Medicaid Spending Pressures



Table 3.2:

3

P
I

Estimated Maximum Number o6f New Eligibles Under
Approved Statewide Section 1115 wWaivers, by statef.

rlorida

New :
olxgiblea

1,100,000

. !
Eligibility requirements

Individuals and t:milios with incowcl below 250% of the
federal poverty level (FPL) are tliqibIO for subsidized

private iacuranco.

!

Individuals and familios are eligible only if uninsured
for 12 months or tocontly disenrolled from Medicaid,

Bawali

B0, 000

Uninsured persons below 300% of ?PL‘

Kentucky -

201,000

Individuals with incomes below FPL.

'
i

‘Ohio

395,000

Individuali and :gmili.- with xnbomos below FPL.

Oregon

112,000°

Individuals and fnmiliel with incomel bﬁlcw FPL

Rhode Island

11,000

Pregnant women nnd childron up to age & with family
incomes bctween 185\ and 250% of FPL.

Extension of tamily planning lervico- for women for.2
yeara after qiving birth. z

Tennessee

500, 000°

All uninsured, regardless of employment or income
status, including individuals who cannot obtain .
coverage because of a preexisting condition.
(Znroliment capped for newly entitled, not capped for
traditional Medicaid recipients. - tligibility -
restricted to those uninsured. prior to a date within
the last year.)

: |
e ——— e ——

*Includes expansions to optional

PActual new enrollment as of March 3, 1995.

groups of Hodicnidioligib}ou.
[

€In January 1995, Tennessee closed enrollment to tho uninsured; dcmonstration cn:ollment
was 438,000 in Pebruary 1995.

Sourca: State waiver proposals and supportinq documontation.
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1. The §1115 Review Proc ' . . '(*"'“’<-__E:‘{::) Af“%%\-‘?

. Upon taking office, this Administration recognized the desire and the need of States to have greater flexibility in
reforming their Medicaid systems. This Administration is committed to minimize the burden States may -

encounter in the waiver application process.

. The Administration has pledged to try to review waivers in an expedited fashion. States are encouraged to seek
pre-waiver guidance from HHS. To facilitate an expedited review process, HHS and OMB now also review

- waivers simultaneously.

Administration review of §1115 waivers generally préceeds as follows:
V7 Thiitial Review. About a month-after-the State-submits its proposal, ORD collects c{gegti‘c_m_s’ from HHS and OMB and

forwards.them to the State.

2. . Fact-Finding and Clarification. After the State responds to these questions -- and sometimes even before they

‘respond -- the Adniinistrationiand the State'begin-a series of informal staff-level conference calls or face-to-face

meetings to provide a factual basis for negotiations.

3. Negotiations. This multi-stage process typically includes additional information requests to the State, additional

~meetings with the State, and periodic requests for policy guidance. -

4777195 (5:40pm)
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T THiS‘ap“proa‘ch‘ha’s‘b‘e"en"ta’kén‘wi’th‘e‘a‘ch‘ waiver appfoved** by the‘Administration,—withthé—exception’~~— -
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IV.  §1115 Budget Neutrality Policy

. Altiwdugln not required in law, budget neutrality has been a federél policy for all §1115_ waivers since 1984.

¢ A State meets the test of budget neutrality by demonstrating that, over the (generally) five-year life of the waiver,
- projected Federal costs under the waiver do not'exceed projected Federal costs without thé waiver.

. Though the Administration has pledged to remain open to new methodologies, a budget-neutral waiver

eScpendi.ture limit is generally set by calculating baseline current-law expenditﬁres as follows:
I per-capita method. Budget neutrality can be defined solely in terms of per-capita costs, as follows:

Baseline Expenditures = Projected Per-Capita Spending * Actual Enrollment over time

of Tennessee and Florida, who preferred an aggregate budget cép.

- aggregate method. Budget neutrality may also be defmed in the aggregate, relymg on projections of

per-capita costs and enrollment, as follows

Baseline Expenditures = Projected Per-Capita Spending * Projected Enrollment

4/7[95(5‘:40pmy) | | | , ' o | B DR&&ET
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. The budget neutrality calculation génerally includes program components affected by the waiver, e.g., acute care

for AFDC and AFDC:like recipierits, tlyough Tennessee chose to impose a budget cap on their entire Medicaid

program.

*  Budget neutrality discussions generally focus on the development of an appropriate estimate of without-waiver

spending ini a base year, as well as appropriate trend factors over the life of the waiver.

. In a report issued April 4 rewewmg Administration enforcement of the budget neutrality reqmrement the
General Accounting Office concluded that budget neutrality ca lculations should rely on the use of Federal baseline
rates of growth, rather than the more flexible approach taken by the Admlmstratlon The GAO concluded that one

of the waivers approved by the Administration, TennCare, was budget neutral whﬂe three others, Hawaii,

Florida, and Oregon, were not budget neutral.

. 4/7/95 (5:40pm)



V.  Bu gei Neutrality and Financing Issues

. _ Negotiations over budget neutrality and other financing issues can be long and complicated, with States engaging
" in a broad spectrum of approaches aimed at securing optfmal funding limits and sources. Two examples of such

Innovations:

- hypofhefz’ca! expenditures. States may assert that they would have expanded éligibility under current
law without a waiver (under authority of §1902(r)(2)), thus avoiding the need to create savings under

the waiver budget cap to expand coverage to these populations; and

-- certified public expenditures (CPE): CPE are defined in regulations as costs incurred by State or local
public agencies that represent allowable Medicaid expenditures i.e., expenditures for Medicaid

_ services attributable to Medicaid ehglbles Certlflcatlon is mtended to obviate the need for State

agencies and local governments to transfer funds to the States before the State clalms Federal »
matchmg funds. Undera§1115 jwawer, the definition of Medicaid services and Medicaid eligibles
can be expanded almost without limit, potentially encorrjpassing Significant portions of local pﬁblic

-- == == — -health programs.- Under a waiver, local expenditures_for gértain public health programs may be
used to claim Fe‘deral:“matching funds. Tennessee, for example, is able under the terms of its waiver
to claim Federal matching funds for the costs incurred by local public hospitals for most indigent

care and for TennCare underpayments.
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General State Characteristics. In 1993, Tennessee was the 17th largest State with 5.1 mﬂlion residents. Tennessee
ranked 20th in gross State product and 36th in total taxable resources (in 1991). The State has a relatively low average

per-capita income, and thus had the 15th highest Federal match rate in 1993: 67.57%.

General Program Characteristics. As of October, 1991, Tennessee offered 19 optional services out of 31 possible, ranking

35th among all States. Tennessee was one of 27 States to cover pregnant women and children up to 185% of poverty |
| and had an AFDC income threshold of 43% of the Federal poverty level -- neérly exactly the national average.

Tennessee covered 13.4% of its population through the Medicaid program, cbmpared to a national average of 11%, |

and ranked 12th in the nation in FY 1993 in per-capita Medicaid spending. ~

Rising Costs. Over the 1987-1993 period, State Medicaid expenditures tripled. Urban Institute analysis indicates that

" Tenneéssée rariked about 17th-in average annual- growth in Med1ca1d expenditures between 1988 and 1993 (about 2%

above the national average), 8th in average annual growth in ‘beneficiaries (about 6% above the national average),

and 39th in average annual growth in per-beneficiary expenditures (about 4% below the national average).

DRAFT
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Uninsured Populations. The State estimated that 775,000 residents were uninsured in 1993: 16.0% of Tennessee’s non-
elderly population was uninsured in 1993, compared to a national average of 16.6%. To address the large percentage
of uninsured that were employed (70%), in 1987 the State established a PPO-type insurance program for people who

either had health conditions that caused them to be uninsurable or who are involuntarily termmated from coverage.

Only 3,900 people were enrolled in the program due to the high premiums.

Inappropriate Utilization. Tennessee had a high rate of emergency room visits in 1993 -- 475.8 per 1,000 population,

.compared to a national averagé of 371 per 1,000. In 1991, Tennessee had the 12th highest infant mortality rate in the

nation. .

Expiring Provider Tax. Tennessee relied heavily on two .provider taxes to fund its Medicaid programf a hospital tax

‘that raised roughly $320 million annually (generating about $1 billion in Federal matching funds) and a nursing

home tax that raised roughly $35 million annually (generating over $100 miilion in Federal funds) The politically

unpopular hospntal tax was set to expire in early 1994 and was suspected’ by HCFA G be in” violatior of certain-

requirements of the 1991 Federal law limiting State use of provider taxes and donations. The hospital tax was

- included in a list issued by HCFA in December, 1994, of 23 States with tax programs that do not meet certain

requirements ¢ of the 1aw as- 1mplemented by regulatlons pubhshed in August, 1993. These States may apply for

waivers of the statutory requlrements The nursing home tax was included in a hst of nine Stafes that have collected ™

taxes that appear to HCFA to be impermissible. Waivers are not available for these nine States.

NR AFT
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Basic Structure. TennCare is a Statewide program that provides a standard package of basic health care benefits via
managed care and in a managed competition environment to Medicaid beneficiaries, uninsured State residents, and

those whose medical conditions render them uninsurable.

Premiums and Cost-Sharing. Participants with incomes exceeding the Federal poverty limit pay some portion of their
premiums on-a graduated fee schedule. ‘Deductibles and copayments are also required on non-preventive services
~ for all participants except mandatory Medicaid eligibles. Most, if not all, premium revenue collected by the State

counts towards the State share of Medicaid expenditures: The State had eaﬂy difficulties collecting premiums.

Managed Care/Managed Competition. Enrollees are served in one of 12 capitated managed care organizations (MCOs)

that are either HMOs or PPOs. The State has developed an age-adjusted community capitation rate to péy plans

-mechanism, with rates equal to the lowest cost MCO in each community, but it is unclear at this point when they will

move forward with that approach.

' enrolling both Medicaid and new eligibles into TennCare. To date about 1.2 million people have enrolled, including
roughly 440,000 previously uninsured. A sﬁrvey by the University of Tennessee in 1994 found that 94.1% of
Tennessee residents had insurance coverage, an increase of 4% over a one-year period. Due to funding constraints,
the State cioséd enrollment in the program for the uninsured in January, 1995.

DRAET
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. Budget Neutrality. The TennCare budget neutrality agreement mcorporates all State Med1ca1d expenditures under an
aggregate expenditure cap that grows at roughly 8.5% per year between SFY 1993 and SFY 1998, based on pro;ected
baseline growth of 17% from SFY 1993 to SFY 1994 (the base year) and about 6.6% annually thereafter. Total
Medicaid expenditures in Tennessee had grown at roughly 21% annually over the 1988-1993 period. |

4/7/95 (4:14pm) -
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[I.  Can TennCare be Replicated in Other States? : | | ,Eiﬁﬁﬁiﬁaﬁiﬁ"

Financing. The concept of allowing other States to mandate managed care for their acute care populations and use the
savings to cover more uninsured people is attractive , but because of the variation among State Medicaid programs, there
are real questions about, whether other States could accomphsh this, whether it would be done in a budget neutral manner,

and whether it would preserve a sustainable Federal /State financing relatxonshlp R

. A unique definition of budget neutrality was used in Tenneésee. In establishinig a bud get-neutral cap for TennCare, the
Admlmstratlon assumed that Tennessee's Medicaxd program would remain unchanged w1thout the waiver both in
terms of programmatzc components and expenditures. In other words, the Administration assumed that nelther the
State nor the Federal government would reduce the Medicaid program and that both the State and Federal
géxfernment would continue funding at pre-waiver levels, which had supported a 21% annual growth rate over the 5
years preceding the waiver. This assumption means that the State's disproportionate share hospital program, which

had been spendmg about$430 million per-year financed largely through the- pr0v1der taxes mentioned above, was

assumed to continue, and thus was made part of the State's "baseline.” In other waivers, the Admmlstratlon has
made some judgmeht as to likely programmatic and funding changes absent the waiver. Without such judgments --

or if the )udgments prove to be incorrect -- §1115 waivers may turn out not to be budget neutral.

: i e e e e S e e .

. Expanded definition of State matchable:expenditures. Under their waiver, Tennessee was able to réclassify significant
amounts of local public health expenditures as Medicaid expenditures eligible to generate Federal matching

payments [see Tab 2, Part V for an explanation of this waiver financing mech.anism]. Since the‘TennCare wailver was

approved, several other States have asked for similar treatment of State health expenditures. Louisiana, for example,

4/7/95 (4:14pm)
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has requested Federal matching payments for a wide range of State and local health expenditures that do not
currently qualify as Medicaid expenditures. If applied in other States, the TennCare precedent could lead to a

significant increase in the percentage of total public health expenditures born by the Federal government.

«  Financial instability. Though TennCare was designed in large part to help preserve Federal funding for Tennessee's
Médicaid program and to expand CO\}erage, the State's ability to continue its share of the funding at this level remains
uncertain -- potentially imperiling the long-run success of the demonstration (see "Provider Concerns” below).

| TennCare is currently run'ning a deficit of $99 million. According to the State this may be because of a higher fhan

“expected level of enrollment ($62 million) and in because of lower than expected premiums collections from the
working poor ($37 mill ion). It may also be that new financing sources made available under the waiver did not fully
offset the lost fevenue from the expiring provider tax. The State's financial report for TennCare's first year of
operation is due this summer. This report should provide additional information on actual TennCare funding and

expenditures. : - T - A .
. . . . ’

Implementation. In a rush to meet the self-imposed short implementation schedule, Te‘nnC'avre appears to have

encountered some significant implementation problems during its start-up phase:

. The en rollment process in Tennessee seems o have béen significantly compromised-by the- short 1rnplemen-t-a~t10n—-— ————
perlod In Tennessee's rush to enroll people, they asked people to choose an MCO even before the MCOS had been

officially licensed. As a result some people chose MCOS that in the end dec1ded not to part1c1pate

4/7/95 (4:14pm)
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. At least in the initial implementation stages, the sufficiencyloftzﬁe'ﬁfé}v;cﬁ:‘f‘er x?letworks was seriously in question. Only
one of the MCOs -- Blue Cross/Blue Shield -- had a relatively comprehensive provider network at the time during
the initial enrollment period. Most physicians had no idea of what MCO they would join at the time when enrollees
were being asked to choose an MCO. Some provider networks that the MCO claimed were in place turned out to be
illusory. When patients obtained a list of participating providers, they frequently found out that the providers were
no longer participating or were not available to provide treatment. Some patients had difficulty in accessing care
became their MCOs contain significant service.gaps. During the initial implementation period, only the largest

MCOs had developed provider panels with a complete spectrum of specialty services.

. Requiring low income populations to enroll into managed care in a short time frame placed signifi,cant. pressure on
~ health plans to enroll members quickly and in large numbers. New plans especially needed to enroll large numbers
of people to offset expensive start up costs. Several MC_OS practicéd questionable and even illegal marketing

practices in order to gain a larger market share. In their April, 1994 report on TennCare implementation, the

© 7" ""National Association of Public Hospitals-cited repeated; though undocumented reports that beneficiaries had been

offered hams, turkeys or cash in exchange for énrolling in'an MCO.

. Other than Blue Cross/Blue Shield covera ge of State employees, Tennessee had little experience with managed care

before TennCare. Less than 5% of the State's populationrwas enrolled-in HMOs-in 1992, compared to a national . .

_ average of 16%. Roﬁghly 4% of Medicaid recipients were enrolled in managed care in 1992, compared to a national

average of 12%.

e L xﬁv‘gﬂ
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. Many of the State's problems with the provider community and administrating 'tﬁédp}S.gféfrm xféfere caused by the
quick 1mp1ementat1on schedule which could have been accelerated due to the pending expiration of the provider
tax. Implementing the program more slowly would have allowed more time to acquire staff expertise, to develop a.
community base of support, to create an organizational structure and administrative operation and to educate staff,

providers and beneficiaries.

Counterpoint: Tennessee's rapid implementation schedule and ambitious reform plans helped create in the Statea
momentum for change and a critical mass of support for the program -- a program that may now be too large and

entrenched for the State legislature or providers to undo.
Orngoing Provider Concerns.

. The Tennessee Medical Association brought suit unsuccessfully against TennCare because they believed the
D "physu:zan rates-were-too-low: --Physicians have been critical of the "cram down" rule, which requires physmans
providing services to Blue Cross/ Blue Shield-covered State employees to participate in TennCare. ;\ifgough many
physicians had dropped out of the State,employees program initially, most have since returned.

+  The Tennessee Pharmacists Assoc:atxon has complamed that pharmacy rates for people in nursing t homes are too low
. Hospitals are also beginning to feel TennCare's pinch. Tennessee originally planned to set up a pool of funds to
make supplemental payments to hospitals for medical education, continuing uncompensated care costs, and the

unusual costs associated with high-volume Medicaid providers. Because of funding constraints, the State recently

4/7/95 (4:14pm) | . Y
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abandoned plans to make $217 million in annual payments from this pool to hospitals for indigent care and graduate
medical education. Since TennCare began several major hospitals in the State have experienced financial problems,
mcludmg the State's largest Medicaid hospital in Memphis, which has eliminated 100 beds, laid off 218 employees

(and may soon lay off another 190), and eliminated cardidlogy and cancer services.

4/7/95 (4:14pm) . A 1/}
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Hlastrative Medicaid Capped Growth Scenarios Being Considered by Congress
Benefits Only--FY 1996 President’s Budget Baseline Estimates 4

(fiscal years, billions §)

S Years -7 Years. v 10 Years

(1996-2000) (1996«2002) ' (1996-2005)
Medica_xid Benefits Under Baseline 15543 - 8555 1,419.2
Benefit Growth | | 9.3% - 93% S 9.2%

ry

[ 44
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IHustrative Medicaid Savings Proposals Being Considered by Congress

Savings
($ in billions)
1996 - 00 1986 - 02 1996 - 05
DSH
Reduce DSH payments by one-third 1/ (42.5) (63.8) (101.0)
Repiace DSH with a VuInerab!e Population Adjustment | 1/ {43.0) (65.0) (103.8)
Weifare Reform Effects .
Restrict Medicaid Benefits for Legal Aliens 2/ (13.9) n/a’ n/a
Deny SSI/Medicaid to Drug Add_icts & Alcoholics 2/ (1.0) n/a n/a
Deny SSI/Medicaid to Certain-Children 2/ (0.6) n/a n/a
Reimbursement _
Repeat the Boren Amendment n/a n/a n/a
Ehmmale 100% Cost Reimbursement for FQHCs n/a n/a n/a
Eligibilit _ » - T - —
Tighten Asset Transfer and Estate Recovery Rules n/a " n/a n/a
Managed Car
Mandatory Managed Care for AFDC Adults and Children
and Non-Cash Children (assumes a 5% one-time -
reduction in costs) T 7 T e e e L -1, . .09 T () B (3._?)
Mandatory Managed Care for AFDC Adults and Children
and Non-Cash Children {assumes a 10% one-time ,
reduction in costs) 1/ (1.2) (4.5) {10.8)

1/ Staff Estimate using FY 1986 President's Budget Baseime

2/ Preliminary OACT Estimate -

n/a = Savings estimates are not available

79
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Medicaid Reform Options Being Considered by Congress

Growth in the Medicaid program could be controlled and the program could be restructured in a number of ways.
1 Comprehensive Medicaid Reform

One way to control growth in the Medicaid program would be to institute a major structural reform of the program, eliminating the
matching rate system, but leaving in place the individual entitlement. Federal savings would be guaranteed by controlling the
program's rate of growth and converting the disproportionate share hospital (DSH) program into a smaller vulnerable population
adjustment pool that would grow by the rate of growth in the nominal GDP.

States would be given a fixed per capita amount to provide a standard Medicaid benefit package. The initial amount would be based
on an estimate of per capita Medicaid costs for the services in the standard benefit package. This estimate would assume some initial
savings from gains in program efficiency. The per capita amount would increase by the rate of growth in the nominal GDP per capita.
States would be at risk for additional increases in costs per cap:ta but not for increases in enrollment.

This option contains three major elements:

. The current array of Medxcaxd services would be reconﬁgured mto one standard Medlcald beneftt package across all stafes.
States would continue to have the optlon of prov1d1ng additional benefits at their own expense.

. Recipients could be requlred to pay nominal cost-sharmg for most services.

+~ -~ —States would-be given- the ﬂex:blhty to-continue. determmmg ehgnb;hty w1th1n new Federal guzdehnes move Medicaid ’
recipients from a fee-for-service delivery system into managed care systems, and more efficiently administer the program.

Under this option, you could choose not to limit the growth of benefits in order to allow states to expand coverage. Alternatively, you
could limit growth to some level below current baseline levels (growth in nominal GDP per capita plus adjusted recipient growth

" (about 7.7%)). The table following the pros and cons (Illustrative Savings Option 1) illustrates the savings generated from limiting
benefit growth and alternatively, streamlining eligibility without a limit on benefit growth. The table also shows savmgs generated
from convertmg the DSH program into a Vulnerable Population Adjustment pool. :

April 7, 1995 (5:22pmy)
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- —--spenddown-and asset_transfer rules. _

Pros:

. Because a per capita block grant retains the individual entitlement, Medicaid could still serve as an economic stabilizer during
times of recession. A per capita block grant limits Federal liability by hol dmg the states at risk for increased costs per
recipient and provides state flexibility.

. ' Deﬁning a standard benefit package reduces the variation in'the generosity of benefits among states. The standard benefit
package would more closely resemble the benefits offered under private insurance indemnity plans, such as the Blue Cross &
Blue Shield standard benefit package.

. P\e«:]mrmgJ nominal cost- sharing payments from recipients would also more closely resemble private msurance plans. Cost-
sharing g would promote more respons:ble utilization of services, which could lower per capita costs.

. Federal eligibility guidelines could be reworked to be based solely on income as a percent of the Federal poverty level. This.
would rationalize access to Medicaid services by offering more equitable and uniform eligibility standards. Alternatively,
states could be given broader leeway to determine eligibility under tighter overall rules, which may include tightening

eligibility requirements for the non-cash aged populatlon or the SSI population. Changes in eligibility for these populations
could be made by tightening SSI eligibility for drug addicts, alcoholics, immigrants, and certain children; and/or by tnghtemng

. The block grant would allow states greater flexibility to administer thelr programs by allowing them to place rec1plents into .

‘ managed care arrangements without having to seek a waiver.

. If eligibility is determmed soiely based on_mcome e.g., 100 percent of Federal poverty- level -some mdmdua s who are__
currently ineligible for Medicaid (single males) could become eligible, while others currently eligible (pregnant women and
children with incomes at 133 percent of the Federal poverty level) would become ineligible.

+  States are at risk if Medicaid costs grow faster than the allowed rate of growth in the per capita amoxjnt.

. Limiting Federal Medicaid funding to payinents for a standard set of benefits would have widely varying impacts across States

April 7, 1995 (5:22pm) ’ . , -
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relative to the Federal funding for their current Medicaid programs. For example, a State with generous benefits, i.e.,
Wisconsin, could lose a large proportion of its Federal matching payments, while a State with minimal benefits, 1.e.,
Delaware, could gain Federal payments under the block grant.

‘u,
k3
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IHlustrative Savings Option 1
- Comprehensive Reform
(Flsca! Years § in billions, Federal Share Only)

Total "~ Total - Total
. 1996 - 2000 - 1996 - 2002 1996 - 2005

Capped Growth for Bene‘ﬁts 1/2/ (44.9) - (84.4) {(176.9)

Convert DSH into a VPA Pool - . 1/ ) (43.0) (65.0) (103.8)
KSavings Proposals Total (87.9) (149.4). (280.7)]}

1/ Savings Estimated from data behind the FY 1996 Presndents Budget
2/ Capped growth achaeved by limiting expendlture growth to growth in nominal GDP per capita and adjusted recipient growth (about 7.7%},
One Alternative to Capping Benefits

Total Total Total
1996 - 2000 1996 - 2002 1996 - 2005

Streamhne Ehgabmty without Cap ’ 1721 {9.3) _ (19.8} - (47.5)
Convert DSH into a VPA Pool B Y (4—3m£)) o (6_505__ ;(_ 1-05‘,’8{
[Savings Proposals Total v (52.3) (84.8) (151.3)]

1/ Savings Estimated from data behind the FY 1996 President's Budget
2/ Savmgs generated (rom ughtenmg certain elzgxbmty rules for the elderly and disabled.

Another Alternative to Capping Benefits

Total - Total Total
1996 - 2000 1996 - 2002 1896 - 2005

+

Per Capita Block Grant without Caps 1 0 0 -0

i/ Note this assumes a current baseline growth for benefits.

23
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2 Block Grant with State Flexibility : : DL Mﬁ“ E

Under such a block grant, the Federal government would grant the states a large degree of flexibility to administer the Medicaid
program, removing the existing Medicaid matching structure and individual entitlement status. In turn, the states would be at risk for
any costs associated with their Medicaid programs above the level of the Federal grant. The Federal grant would reflect savings
realized from converting the disproportionate share hospital (DSH) program into a smaller vulnerable population adjustment pool that
grows by the rate of growth in the nominal GDP. States would determine the level of ehglblhty, benefits and reimbursement
rates for their programs. :

The level of the Federal grant would be determined using a base year adjusted for tightening eligibility rules for SSI and the non-cash
aged and adjusted for savings in per capita expenditures from anticipated program efficiencies. For example, these efficiencies could
include limiting the amount of intergovernmental transfers or reducing variation in reimbursement for nursing homes and ICFs/MR.
The growth rate for the block grant would be based on a predetermmed index that accounts for recipient growth under the tightened
eligibility rules and nominal GDP per capita.

The table foll owmg the pros and cons (Illustratwe Savings Optxon 2) illustrates specific policies states may pursue to offset the loss of
federal funds under a block grant.

. The Federal government, by 1owe1::;1_g th;grg\;'thﬁ;é;;;fh &{é_;ew block gbr_a'r_l-t— can ¢ achleve savings. ~ -

. States are provided with the greatest flexibility to determine eligibility, benefits, reimbursement levels, and delivery systems.
+ . Congress could ach1eve savmgs wnthout proposmg specific reductions in eligibility, payments or services.

. - The Federal liability is capped and ;;rged;;é;ibléi' T T o
. | The ability ofstales to game Medicai'd in tﬁe future could be reduced. : g

Cons: ‘ . | ‘ , : ‘ A [D @:AF}"

. States' ability to manage a program wiih an‘ar.mual cap varies consi;ierably.

April 7, 1995 (5:22pm) ) /3) ‘v‘t



. Depending upon the index used, Medicaid may not serve as a lirriited safety net for insurance cdverage during a recessionA :

. States may be forced to shift resources from the AFDC-related population to the aged and disabled population because thxs'
population is growing faster and has higher per caplta costs. -

. Accountability for Federal funds could be reduced.

. Some states could reap a "profit" if no state maintenance of effort is required.

April 7, 1995 (5:22pn1)



fllustrative Savings Option 2 -
Block Grant With State Flexibility

(Fiscal Years, $ in billions, Federal Share Only)

Total

DR}E

Total Total
1896 - 2000 1996 - 2002 1996 - 2005

Reimbursement Reductions

1/ Savings Estimated from data behind the FY 1896 President’s Budge!

2/ Reduction in Inpatient Hospital or NF expenditures could result from utilization controls or lower rates,

3/ No pricing available
4/ Interaction assumes a 25% of{set

20

Reduce Inpatient Hospital Payments 12/ (9.7) (14.6) (23.2)
Reduce Nursing Facility Payments - 172/ (10.2) {15.4) {25.0)
Convert DSH into a VPA Pool ‘ 1 . - {43.0) (65.0) (103.8)
Subtotal, Reimbursement (62.9) (95.1) (152.0)
Elimination of Benefits ,
Eliminate Coverage for Home Health Services 1/ - (6.8) (10.8) . (18.0)
Eliminate Coverage for Personal Care Services 1/ (119 (18.2) (29.8)
Eliminate Coverage for Dental Services ; » 1/ : (6.0) - {9.4) (15.6)
Repeal EPSDT Mandate - 3/ ' -
. ' Subtotal, Benefits . (24.7) (38.2) . (63.2)
Elimination of Eligiblity Categories
Eliminate Coverage for Medically Needy Adults 1/ {6.3) (9.8) (18.5)
Ma_r‘]a"edca'r T m— TN S Tomme s S e sl me e e e j— — e e S —_
Mandatory Managed Care for .
AFDC Aduits & Children; Non-Cash Chl!dren 1/ 0.9 (0.6) (3.7) -
Interactive Effects | VA 12.5 19.7 - 329
[Savings-Proposals Total . — __—-______________________(80.5) (1240)_____(2025)| _
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The Federal government could pursue spec1ﬁc pohc1es to reduce Federal spendmg to meet the savings necessary in a capped growth .

DRAET

Federally-directed_Approach

scenario.

- Eligibility rules for SSI and the non-cash aged populations could be tightened to achieve savings. Current optional services (vc;xcépt
prescription drugs, including ICFs/MR) could be capped at the current levels and allowed to grow by the rate of growth in the nominal
GDP. The disproportionate share hospital program could be eliminated and replaced with a smaller vulnerable population adjustment

pool that would grow by the rate of growth in the nominal GDP.

The table following the prcs and cons (I ustrative Savings Option 3) |llustrates specific policies the federal government could pursue

to limit Medicaid spending under a capped growth scenario.

Pros:

Cons:

A R . ) _ . ' . %.\Q\'@ ‘\& :;‘. . ‘
Apal 7, 1995 (5:22pm) - ' g 7. ﬁ : S

-. This approach makes no fundamental changes to the Medicaid program.

The individual entitlement and match rate system for Medi,caid is retained,

Savings are achieved by specific pohcues to slow the rate ofgrowth in eI1g1b111ty, and the rate ofgrowth in optlonai service

B expenditures o

Accountability and Federal oversight are retained.

There is no limit to overall Federal liability nor are states given greater flexibility to administer the program.

States' ability to game Medicaid in the future has not been controlled.

M’Wr‘



lllustrative Savihgs Option 3 ' TR ol
~ Federally-Directed Approach }
(Fiscal Years, $ in billions, Federal Share Only)

Total Total _ Total
1996 - 2000 1996 - 2002 1996 - 2005

Reimbursement Proooséls )
Repeal Boren Amendment : i ) .
Convert DSH into a VPA Pool . 2/ (43.0) (65.0) (103.8)

Eligibility Proposals A o - -
Limit Eligibility for Certain Aged Recipients _ 2/ {11.4) ' (24.0) (56.4)

Benefits Proposals A : )
Block Grant Optional Services : 2/ (13.8) (29.2) (67.4)

Managed Care Proposals
Mandatory Managed Care for

AFDC Adults & Children, Non-Cash Children ' 2/ : 0.9 0.8 {3.7)
interactive Effects Ty - Mt bc EC RS P
i}Savings Proposais Total . ; : (61.2) (105.4) g199.4ﬂ
m— — —_ \) — —— _ o o _ o L ) _ . B

1/ No pricing avaliabie -
2/ Savings Estimated from data behind the FY 1986 President's Budget
3/ Interaction assumes a 25% offset ‘

5%
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S. ___: Medicaid Managed Care Act of 1995

~ Senator Chafee is circulating a draft copy of this bill. The bill amends the Social Security Act to permit greater flexibility for States to
- enroll Medicaid beneficiaries in managed care arrangements, to remove barriers that prevent States from using managed care to
provide Medicaid services, to establish quality standards for Medicaid managed care plans, and for other purposes.

- States may require Medicaid recipients to enroll in managed care plans without applying for a waiver..

-- However, states may not mandate enrollment for (1) children with special health care needs (i.e., children who are
disabled, on SSI, or in foster care); (2) qualified Medicare beneficiaries; (3) homeless; or (4) migrant agricultural
workers. (§new 1931)

. The current federal requirements governing managed care under Medicaid are repealed.
. The bill establishes, and Medicaid managed care plans must abide by, standards for:

, -- nondiscrimination; quality assurance; due process for plan providers and enrollees; and treatment of children with
oo . - __ special health care needs.

. The bill includes provisions to prevent fraud in Medicaid managed care plans.

s

«  The bill also includes sanctions for noncompliarﬁce by Medicaid managed care plans.

-The bill-alse coniainsvthe—folIowing-.prqﬁv.isiovns affecting §1.115 and. §‘1915"_wéiyer§:__ o

e \ The bill grandfathers approved §1115 and §1915(b) Medicaid waivers until the expiration date of the waiver.

e The Secretary must, prior to extending any §1115 or §1915 waiver, conduct an evaluation of existing and pending waivers and

submit a report to-Congress recommending whether States requesting an extention of such waivers be required to comply with
the new Medicaid managed care requirements found in this bill. B

. The Secretary may not waive, pursuant to §1115 or §1915, any of the provisions contained in this bill except for one specific
provision regarding the treatment of children with special health care needs by managed care plans. :



S 634: Stétc Medicaid Savings Incentive Act of 1995 o | Di{ Hk‘ { :

Senator D'Amato introduced thls balI on March 28, whxch was referred to the Finance Commnttee The b!ll includes the following
provisions: : -

. At the beginning of each fiscal year, the Secretary of Health and Human Services would be required to set a Medicaid baseline
for each state based on historical growth in the state and other factors she deems appropriate,

e Ifa State achieves a rate ofgrowth for a fiscal year which is less than the state's baseline rate, the Secretary would be requ:red

- to make an incentive payment to the state.

. The incentive payment would be equal to the amount that is 20 percent of the difference between the amount the federal
government would have paid to a staté in that fiscal year, if state Medicaid expenditures had mcreased by the expected state
baseline growth rate and what the state actually spent in‘that fiscal year. :

Comments: This system would cause complex and hnf,hly political negotiations between HCFA and the states about the choice of a

base year which years should be included in growth rates, and which "other factors" should be included.

' States wnth hzstoncally high growth rates from donations and taxes and DSH' payment schemes could-benefit from- havmg abaseline._. .

set based on historical growth. Through incentive payments, states could recoup some of the federal funds.that they would have
otherwise lost as a result of the 1991 and 1993 laws. HHS would be required to refund part of the difference between states' inflated
baselines and actual state expendxtures that were in comphance with the DSH laws. This would undoubtedly result in increased

federal expendxtures

" A Historic Notc OBRA*SI established ca;;:s-‘fé}'feaéré]'Meai*ééia_s'p‘endiﬁg and’incentives for'states. Total federal reimbursement. .. o

received by each state in FY 1982, 1983, and 1984 was reduced by 3 percent, 4 percent, and 4.5 percent respectively. A state's
reduction could be lessened one percentage point for each of the following conditions: operating a qualified hospital review program;
an unemployment rate exceeding 150 percent of the national average; or fraud and abuse recoveries equal to one percent of federal -

payments to the state.

States could also decrease their reductions by spending less than their "target" amounts, Each state's target amount for FY 1982 was
109 percent of the state's estimate of the federal share of FY 1981 Medicaid expenditures. Target amounts for the subsequent years



were adjusted based on changes in the MCPI U. For each dollar under its target amount, a dollar was offset from the state's total

luiuuron

The provzsmns were repealed in FY 1985 Many dispute whether the Reagan cap actually had an 1mpact on the program, since there
were so many ways in which states could lessen the percentage reductions set in the law.

T
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TERME AED DEFINIQ;QH&

ADLS ' Activities of Dally Living. -General catagcries
. used to measure an individual's level of
- ‘functional impairment -- dressing, bathing,
i toilating, eating, and mobility.

ALJ's - 1 Administrative Law Judges - preside over heerings
. ' regarding disputes over eligibility _
i determinationa. ~ _
CANP . Average Manufacturer Price - Average unit price

paid to a manufacturer for a covered outpatient
drug in the States by wholesalers for drugs
~ distributed to the retail class of trade. Basis
. for rebates.

APWA . f Americanvpnblic ngfarg Associatlion.-

"Assignment of Rights Requirement that States secure the right

: of recovery from any liable third party
who can or must contribute or pay for covered
Medicaid services., Medicaid recipients sign a
statement '‘authorizing the State to recover from
third party payers.

¥

Best Price '  Lowest pr;ce at which a manufacturer sells single
. source oriinnovator multiple source drugs to any
purchaser in any pricing structure. Basis for
i rebates. | = . a

Bona Fide Effort to Sellf Exclusion of any resource which an
. '  individual has tried unsuccessfully
! to sell.  There is no time limitation on this
excluaion- This is an $81 procedure.
Boren Amendment Section 1902(3}(13)(A} of the Act, known by
. . the name of its principal sponsor, which
provides ;that State payment rates for hospitals
* and nursing facilities must be reasonable and
adequate |to mest the costs which must be incurred
by efficiently and econonically operated:
facilities in order to provide care and services
in accordance with State and Federal laws and
regulations and quality and safety standards.
Buy-in Refers to the requirement under section 1903(8)(1)
. of the Act. States must "buy-in" or purchase
private 9r public health insurance for certain

12
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indiviﬁuals.fThé "buy-in" of Medicare costs for
the slderly and working disabled is the most
common example of this. (§ee QMB and QDWI)

Consumer Prida Index-

CPI ! -

Capitation . Payment of alxate per reclpient par month or for
| any dasignated period

Cezz Lanagement When - a specific person or agency ia

i responsible for locating, coordinating, and
monitoring all primary care and other medical
services on behalf of a recipient.

!

Comparability ' The requirement that, with certain exceptions,
services available to the categorically needy must
i be no less in arount, duration, and scope than
- those available to the medically needy. Also,
. services to individuals must be equal in amount,
! duration and|sccpe for those within the
. categorically needy group and for those within a
| covered medically nesdy group.
Co=t Avoidance Third Party Liablility requirement that States:
b must require providers to obtain payment from
. other liarle parties before the Medicald program
+ will reimburse for covered services.
H s i

DD f Develcpmentnily Disabled - defined in the
Developmental Dizabilities Act of 1984
| (P.L. 98- 527)
DNE ‘ Durable medlcal 3cuipaant, such as wheelchairs,

oxygen tauks, and apnea monitors.

DRG . Diagnosis Relatei Grouping - rate-setting system
v for Medicare. Some States reimburse inpetient
hospital expenseq under their own DRG System.

' Deening ! ‘Considering income Or resSources which are

available to an individual not receiving

i asgistance as available to an individual receaiving
! aspistance. | In ledicaid, income and rescurces are.
only deemed fron parent to child or from spouse to
spouse. (Be aware that AFDC deeming rules are
diffzrent from those of Medicaid and that thers
has been a great deal of litigation on that

issue.) i

|

' |

; : 13 o :
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DSH ! Disproportionate Share Hospital A hospital which
’ - perves a higher than average proportion of
"1 medically indigent patients. 8tates pay these
hospitals at a rate which compensates them for
thelr care to non- paying patienta.

Dual Eligibléa o Individuals elig;blc for both Nedicare and
: : Med{caid. .
puUx . Drug use re&iew. Progfam required of all States

! by OBRA 90. Retrospective and prospective review
- of prescriptions is made to assure they are

!  eppropriate, medically necessary and that they

' will not result in adversse medical outcomes.

EPSDT ' Early and Periodic Screening, Diagnostic and
: . Treatment services - screening/diagnostic gervices
| to deterrine phvsical or mental problems in
recipiants.unde* 21; includes treatment to correct
i or amelior%te any defects and chronic conditions.

EBRD - : End Stage éenalADiseaae ~

Entitlementf Program or ‘bensfit available as a matter of right
, to all who meet the specified eligibility
© criteria.

Essential Sgousa The spouse of an aged, blind or disabled

reciplent of caesh benefits who lives with the
| individual, whose needs were included in
‘ determining the amount of cash payment, and who is -
i determined| essential to the individual's well .
| being ' .

FFP ; Federal Financizl Participation -.The amount of
' money paid to a State by the Federal government
for Medicaid services provided to & recipient and
for administration of the Medicaid program in the
State. For services, FNAP is the rate used to
i calculate [FFP. Administration and Medicaid
‘ Management Information 8ystem cocsts are matched at.
cther uni;orm rates.

- FMAP . - TFederal quical Aszistance Percentage - the
v percentage of th2 total cost of medical care
i provided through the Medicaid program that is paid
j ‘for by the Federal government. FMAP {s based on
! the relationship between a State's psr capita
: pexsowal income and that of the nation as a whola
| :
; L

i 14
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f for three pxevious'years. FMAP's vary from 50 to

about 80 percent. (See Appendix C for a complete
listing.) ‘

IV-D Agraements As part of its TPL program a Stats musgt have
| a written agreement with a local child
' support enforcement agency for recovery of
funds for the Medicaid program from an absent.
parent land/or his/her insurance benerite.
Freedom of Choice A prinéiple of Medicaid which allows &
f recipient freedom to choose providers. Can
i be walved (see ?AIVERS) ’

t

Grandfathere& Groups Cértain groups which Congrass exempts byi
, J . law from new requirements, ©.g., '
! stricter eligibility requirements.
B ° N , '
HHA Eome health agency - an entity that provides
melical. aervices to patients in their homes.

HIO v Health Insuring Organization - an entity that pays

: * for medical services provided to recipients in
exchange fcr & premium or subscription charge paid
by the State and assumes &n underwriting risk.

HMO o " Health Main{enanue Organization - a prepaid health
4 plan that renders a comprehenslve range of health
| cars services to enrollees in return for :
predetermined pranium payments or a capitation
rate. «

|

Term used to refer to a facility that cares for
terminally ill patients, or to the care {tself.

Hosplce

ICF Inte :mediate Care Facility - See NF. Prior to.
.0BRA 87 an ICF was an institution furnishing
health-related care and services to individuals
who did not require the degres of-care provided by

hospitals or skilled nursing facilities (SKNFs),

Intermediate Care Facility for the Mentally
Retarded -~ an institution which provides
appvspriate supervision and active treatment to

Mentally Retarded and Developmentally Disabled
residents,lin addition to providing neceaeary
health and medicul care.

ICF/MR

e e e e e

15
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IMDs

Income Eligibility Verification System -a
'computerized'system using Internal Revenue Service
. (IRS) data to verlfy an individual's income and
| Yasources reported on the Medicaid application.
| States must have an agreement with IRS to use
| their data and to protect the confidentiality of
’the data. ;

fInstitute of Medicine - chartered in 1970 by the
. National Academy of Sciences to enlist
-dietinguiahed members of appropriate profesgions

P8/12

THE BASICS OF MEDICAID -

4in the examination of policy matteérs pertaining to

. the health of the public.

:Institution.for Mantal Diseases. A hoapital,
- nursing facility, or other institution of more

than 16 baeds, that is primarily engaged in

' providing diagnosis, treatment or care of persons-
"with mental diseases, including medical attention,
 nursing carT, and related services.

InCome'Disregqrd Income; which i{s not counted towarde an

MEQC
MMIS

Medigap

NF .

"individual’'s total income when determining

| Medicaid eligibility.

! B : ‘
! Medicaid Bligibility Quality Control - gee QC
| Medicaid Mahagement Information System - the

| federally mandated computer system used by State
Medicaid Agencies for claims processing and

info*mation retrieval.,

Private. insurance policies designed to cover costs
not reimbursed by Medicare.

Nurging Facility ~ An institution providing

skilled nursing care, rehabilitation services, and

health-related care to individuals who because of
their mentel or physical condition require care
and eervices which can be made available to them
only through institutional facilities, -

1902(e )(B)Disabled Children The Tax Equity and Fiscal

Responsibility Act of

1882 establiahed an optional program wherebyStates

may provide home care to disabled individuals 18

years of age or younger through reqular State Plan

services if the estimated cost of caring for the

; 16
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. child in tne home is not greater than the

. @stimeted cost of caring for the child in the

| appropriate lnstitutional setting (e.g., hospital,
1.8killed nuraing facility, intermediate carse

. facllity). Income dseming rules for

; inscitutionalized individuals are used.

PASARR Preadmiasion*Screening and Ananual Resident Review
. - OBRA 87 regquirsment for nursing facilities to
determine appropriate placement and tyeatmant for
mentally ill.

PHP ‘Presiid Health Plan - similar to an HMO except
: that it provides less than a comprehensive range
. of services..

PNA - ' Personal Nzeds Allowance -~ The amount of an

" institutionalized person‘s own money he is allowed

.1 to kee2p in almon-h to pay for persgonal
incidentals.; The minimum established PNA is 530

 per individual, 360 per couple, although some

- States petmiF larger allowances.

Pass-through groups Individuals who do not receive AFDC or
‘ SSI caoh benefits but are eligible for
. Medicaid becauss they lost their eligibility due
© to changes in law In 1972 and 1977 which raised
| thelr income over the limit allowed under the cash
‘ program. ;

Pay-and-chase“ . The practice whereby a State reimburses a
. : provider for the cost of covered services
., rendered end ther. recovers funds from liable third
' parties.

i

pickle" peopls - A zpecific ¢roup of people who have .retained

i their Mediczid eligibility despite the fact
! that they have lcst other benefits due to cost of
, living adjustments (named for Congressman Jake

i Pickle, sponsor of the enabling legislation).

Post-Eligibility For individuals in institutions, all 1ncome
. is considered available to pay for cost of -
carz, except, for amounts protected for the use of
t the Individual or his family (such as the PNA or
. varioug reparation payments). Post-eligibility is
| the process by which these protected amounts and
thei{r valus are dstermined. '

17
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vQA

GC (MEQC)

QDWI

P U —

QMB

i

Quality Assurance - Process by which & State
monitors or audits care rendered to Mediceaid
raciplents to assure that all applicable Federal
and/or State stendards are met. ‘

Quality Control (Medicaid Eligibllity Quality
Control) ~ a system designed to reduce erroneous
expenditures by monitoring eligiblity
determinations, third-party liability activities,
and clains processing

Qualified Disabled and Working Individuals. Title
11 disability beneficieries who have lost benefits
due to earnings in excess of SGA (§500/mo.) but
with {ncomz|less than 200 percent of the federal
poverty level and resources less than twice the
88I levsl, and who are not otherwise Medicaid
eligible. States &re required to "buy-in"/ pay
¥edicare Part A premiums, deductibles and
coinsurance' for 3uch individuals.

Qualitied Kadicare Beneficiariea. Medicare Part A
eligible individiuals with income at or below a
specified percentage of the federal poverty level
(95% 4in 1991), and who do not have regources
exceeding twice the SSI level ($4,000 per
individual and $5,000 per couple in 1991). State
Medicaid agencies are required to pay the cost of
Part A and B preniums, deductibles and coinsurance
for such individhals

Qualifying Trust (xedicaid'Qual rying Trust) Trust or

similay legal device established by an individual
(or spouse 'or parent) under which: a) the
individual 18 the bereficiary of all or part of
the paymente fror: the trust, and b) the amount of.
such distributior. is dstermined by one or more
trustees who are permitted to exercise any
digcretion with respect to the amount to ba
distributed. The establishment of the trust and.
its structure of payments to the beneficiary allow
the beneficrary to meet Medicaid income
eligibility stancards without having to spend down
to income and resource guidelines, The maximum
payments that could bs made by ths trust to the
beneficiary 'are counted as avallable resources
whether or rct the payments are actually made.

18
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SAVE - '

SKDA

SMG

SNF |
1634 Agreement
, 1619

Spencicwn’

' State Supp

i
%

gys:iematic Alien Verification for Entitlements:
The Immigretion Reform and Control Act of 1886
(P.L. 99- 503} requires that States use SAVE, an
INS system, 'to verify the immigration status of
aliens applying for public/medical aszistance.
Section 1137(d)(3) of the 88A, includes SAVE as
part of the IE\?Q requirements.

Stete Medicaid Directors® Assoclation - A
professional, nonprofit organization of
representativea of State agencises, D.C. and the
territorics; since 1978 affiliated with the APWA.
Purpcse iz as fccal point for communication
between the States and Federal government,

Steza Medicaid Croup - A joint body composed of
the Executive Ccmmittee of the SMDA and senior.
officlals of the HCFA. .

killed Nursing Faczlity - an instztution which
has in etxact a transfer agreemsnt with one or
more participating hospitals, and which is
primarily . engaged in providing to inpatients
pkiilad nursing care and restorative care
gervices, and mests specific regulatory Medicare
certification requzrements.

Agreﬁﬂent under which a State contracts with
the Social Security Administration to conduct
all ssI- related Hedicaid eligibility
determinations. Other States do their own
elict biity deterninations using SSI criteria.

Ses Work Supplemontation

Individusals in 209(b) states or those aligihle

~under the medica;ly Needy program often have to
‘make payments on medical bills until their income

minus expenses irncurred for medical care falls to
or "slow the State-prescribed income level. The
amount they must spend down each period s

determined at the time eligibility is determined.

State. Supp-,mental Payments - When S$SI was enacted
in 1872, in some States the new 8SI cash payment
amount was snaller than the payments made to
indfviduals under the previous cash program.
8tat=3 werse required to meke up the difference

19
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Stetewideness |

TAG's

TEFRA ¥ids
TPL

209(b)/

Amendments or 180Z2(¢€)

Work Supplementation

e |
; with a mandatory State supplement. States may
! alsc pay optional State supplements.

" A requirement that covered servicaes and

administration be equitable throughout the State.
This reguirement can be walved (see WAIVERS).

' Technical Advisory Groups which serve as

. subcommittees tc the six standing committees of
tthe SMDA. ‘

‘806 1902(9)(3)

‘Third Party Liability - Medlicaid i{s the payor of
last resort for medical expenses. I1f a third
party euch &s; an insurance company is liable for
‘scme or all medical bills, the State must
determine the! 112bility and may either pay the
lamount remaining or pay the full amcunt and seek
reimburgemant: from the third party. Order of

1tability: 1) recipient, 2) {naurance company,
3) ¥edicare, and 4) Medicaid.

Section 209(b). of the 1972 Social Security C
codified as section 1802(f) of the Act.

Refers to the statutory authority

| allowing States to have more restrictive

; financial methodologies for the aged,

' klind, or disabled than those of the SSI

rogram.
i

Program under section 1619 of the Act in

. ‘which blind or disabled individuals

who would ‘normally be limited to earning a certain

_amount of 1

ncome in order to retain blindness or

-disebllity status are allowed to continue working.

Income is subject to the SSI income disregards; {f
income 1s more.than the £SI standards, they may

still receive Medicaid as long as they earn less
than the amount they would lose if they lost SSI
and Msdicaid. - A _

1
f |
; i
| ,

’ i
|

23
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S 634: State Mecdicaid Savings Incentive Act of 1995 Di{ Hk‘ i

‘Senator D'Amato introduced this bill on March 28, which was referred to the Finance Commlttee The bill mcludes the following
provns:Ons = :

. At the bcgmnmg, of each fiscal year, the Secretary of Health and Human Servnces would be requlred to set a Medxcaxd baseline
for each state based on historical growth in the state and other factors she deems appropnate

. Ifa State achieves a rate of‘growth for a fiscal year which is less than the state's basehne rate, the Secretary would be required
to make an incentive payment to the state. =

X The incentive payment would be equal to the amount that is 20 percent of the difference between the amount the federal
- government would have paid to a state in that fiscal year, if state Medicaid expenditures had increased by the expected state
" baseline growth rate and what the state actually spent in that fiscal year. :
Comments: This system would cause complex and highly political negotlatnons between HCFA and the states about the choice ofa
base year, which years should be included in growth rates, and which "other factors" should be included.

States thh hnstoncally hn;_,h growlh rates from donations-and taxes-and-DSH payment schemes could benefit from having a baselane

set based on historical growth. Through incentive payments, states could recoup some of the federal funds that they wotild have~ e

otherwise lost as a result of the 1991 and 1993 laws. HHS would be required to refund part of the difference between states' mﬂated
baselines and actual state expenditures that were in comphance with the DSH laws. This would undoubtedly result in increased
federal expendxtures >

A Hnsmnc Notc OBRA 81 established caps for federal Medicaid spendmg and-incentives _for states. Total federal reimbursement
received by each state in FY 1982, 1983, and 1984 was reduced by 3 percent, 4 percent, and 4.5 percent Trespectively. ‘A state's™ — -
reduction could be lessened one percentage point for each of the following conditions: operating a qualified hospital review program,

an unemployment rate exceeding 150 percent of the national average; or fraud and abuse recoveries equal to one percent of federal
payments to the state.

States could also decrease their reductions by spending less than their "target" amounts. Each state's target amount for FY 1982 was
109 percent of the state's estimate of the federal share of FY 1981 Medicaid expenditures. Target amounts for the subsequent years

- : . ’ i ‘ : 'rm_‘ Iy .-é»...-“,.
| - 4o A



3 _ R
were adjusted based on changes in the MCPJ-U. For each dollar under its target amount, a dollar was offset from the state's total

reduction. :

The provisions were repealed in FY 1985. Many dispute whether the Reagan cap actually had an impact on the program; since there
were so many ways in which states could lessen the percentage reductions set in the law. :
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TEBM& AED DEFIN;Q;QHS( ‘
Activities of Daily Living. General categories

ADLS !
| used to measure an dindividual's level of
| functional impairment -- dressing, bathing,
toilating, eating, and mobility. o
ALJ's § Administrative Law Judges - preside over hearings
 regarding disputes over eligibility
detarminations.
AMP | Average Manufacturer Price - Average unit price
. pald to a manufacturer for a covered outpatient
drug in the States by wholesalers for drugs
distributed to the retail class of trade. Baslis
for rebates.
APWA i ‘ Amegican Public Welfars Association
- Asslgnment ot Rights . Requirement that Statesusecure the right

of recovery from any liable third party
who can or must contribute or pay for covered
Medicald services. Medicaid reciplentg sign a
statement authorizing the State to recover from
third party payors.

Lowest price at which a manufacturer sells single

source or innovator multiple source drugs to any

' purchaser in any pricing structura. Basis for
rebates.

Best Price

Bona Flde Effort to Sell Exclusion of any resource which an
. ,ndividual has tried unsuccessfully
to gall. There {s8 no time limitation on this ‘
exclusgion. This is an E81 procedure

Boren Amendment - Section 1902(a)(13)(A) of the Act, known by

f the name of its principal sponsor, which
provides that Stete payment rates for hospitals
and nursing facilities must be reasonable and
adequate to mest the costs which must be incurred

. by efficiently and economically operated

! facilities in order to provide care and services

: in accordance with State and Federal laws and

5 regulations and quality and safety standards.

Buy-in : Refers to the requirement under section 1903(8)(1)
! of the Act. States must "buy-in" or purchase
| . private or public health insuranca for certain

12
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i individuals. The "buy-in" of Medicare costs for
the elderly and working disabled is the most
common example of this. (see QMB and QDWI)

. CPI . -Consumer Price Index

Capltation i Payment of a rate per racipient per month or for
' any designated period

Ceso xanagemeﬁt When a specific person or agency is
o : responsible for locating, coordinating, and
i moritoring all primary care and other medical
gorvices on behelf of a- racigient.

Comparability; The requirement that, with certain exceptions,
‘ eervices avallable to the categorically needy must
* be no less in arount, duration, and scope than
i those available to the medically needy. Also,
gervices to individuals must be egual in amount,
duration and sccpe for those within the
cetegorically needy group and for these within a
covered medically nsedy groun. '

: | .
Coet Avoidance Third Party Liability requirement that States
: must require providers to cobtain payment from
{ other liai-le parties before the Medicald program
. will reimburse for covered services.

DD : | Developmentally Di{sabled - defined in the
:  Developmental Dizabilities Act of 1984
i (P.L. 98-527)
DXE ; Durable medical sguipment, such as wheelchalrs,

{ oxygen tanks, and apnea monitors.

DRG ; Diagnosisg Eelateﬂ'crouping - rate- eetfing system
: , for Medicare. Some States reimburse inpatient
hospital expensses under thair own DRG System.
i
Deeming © Coneidering income or resources which are

; avallable to an individual not receiving

i &assistance as available to an individual receiving
asslstance. In Medicaid, income .and rescurces are
only deemed from parent to child or from spouse to
gpouse. (EBe aware that AFDC deeming rules are
different from those of Medicaid and that there

' has been a great deal of litigation on that
I lssue.) .

13
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DSH

Dual. Eilgibles

DUR

EPSDT

EBRD

Entitlement

Disproportionate Share Hospital. A hospital which
sorves & higher than average proportion of
medically indigent patients. 8tates pay thesae
hospitals at a rate which compensates them for
their care to non-paying’ patients.

Individuals sligible for both Kedicare and
Med{caid.

Drug use review. Program required of all States
by OBRA 90, Retrospective and prospective review
of prescriptions {8 made to assure they are

‘eporopriate, medically necessary and that they

will not result in adverse medical ocutcomes.

" Early and Perlodic ‘Screening, Diagnoatic and

Treatment services - screening/dlagnostic services
to deterrine phvsical or mental problems in
recipients under 21; includes treatment to correct
or ameliorate any defects and chronic conditions.

En jtage Ranal Disease

Program or benefit available as a matter of right
to all who meet the specifiad eligibility
criteria.

#

" Essential Spouse The epouse of an aged, blind or disabled

1223

FMAP

[
[
[
i
i

- reciplent of cash benefits who lives with the
incdividual, whoss needs wers includsd in

_ determining the amount of cash payment, and who is

determined essential to the indlvidual's well
being.

Federal Financiecl Participation - The amount of
money paid to a State by the Federal government
for Medicaid services provided to a recipient and
for edministration of the Medicaid program in the
State. For services, FMAP ig the rate used to
calculate FFP. Administration and Medicaid

Management Information System costs are matched at .

cther uniLorm rates,

Federal Medical Assistance Percentage - the
percentage of thz total cost of medical care
provided through the Medicaid program that is paid
for by the Federal government. FMAP i{s based on
the relationship hetween a State's per capita

- personal income and that of .the nation as a whole

14
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IV-D Ahgreements

for three previous yesers. FMAP's vary f{rom 50 to
about 80 percent. (See Appendix C for & complete
listing. )

As part of its TPL program & State must have
a written agreement with a local child
support enforcement agency for recovery of
funds for the Medicaid program from an absent
parent and/or his/her insurance benefits.

Freedon of Choice A principle of Medicaid which allowé a

recipient freedom to choose providera. Can
be waived ¢:1-1: VAIVERS) ;

Grandfathered Groups Certain groups which Congress exempts by

HHA

HIO

HMO

Hospice

CICF

ICF/MR

1
|
i

law from new requirements, e.9.,

. etricter eligibility requirements.

- Fome health agency - an entity that provides

‘mecical services to patients in their homes.

Health Insuring Organization - an entity that pays
for medical services provided to recipients in
exchange fcr a premium or subscription charge palid
by the State and essumes an underwriting risk.

Health Maintenance Organization - a prepaid health
plan that renders a comprehensive range of health
cars services to enrollees in return for
predetermined premium payments or a capitation
rate. . .

Term used to refer to a facility that cares for
terminally ill patients, or to the care itself.

-Intermediate Care Feclility - See NF. Prior to.

O3RA 87 an ICF was an institution furnishing
health-related care and services to individuals
who did not require the degree of care provided by

hospitals or skilled nursing facilities (SNFs).

Intermediate Care Facility for the Mentally
Retarded -~ an institution which provides’
appropriate supervision and active treatment to
Mentally Retarded and Developmentally Disabled
residents, in addition to providing necessary
hgalth and medicul care. ,

15
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Income Eligibility Verification System - a

(IRS) data to verify an individual's income and

resources reported on the Medicaid application.

states must have an agreement with IR§ to use
their data and to protect the confidentiality of
the data. : ‘ o a \

Institute of Medicine - chartered in 1970 by the
National Academy of Sciences to enlist
distinguished members of appropriate professions

in the examination of policy mattérs pertaining to

the health of the public.

" Institution for Mental biseases. A hospital,

nursing facility, or other institution of more
than 16 beds, that is primarily engaged in

providing diagnesis, treatment or care of persons

"with mental diseases, including medical attention,
" nursing care, and related sgervices.

Income' Disregard  Income which {s not counted towards an

Medigap i
: , not reimbursed by Medicare.

MEQC
MMIS

NF

individual's total income when determining

- Medicaid eligibility.

Medicaid Eligibility Quality Control - gee QC

Maedicald Management Information System - the
federally mandated computer system used by Btate

‘Medicaild Agencies for claims processing.and

information retrieval.

- computerized system using Internal Revenue fiervice

Private insurance policies designed to cover costs

" Nursing Faéility'- An institution providing

skilled nursing care, rehabilitation services, and
health-related care to individuals who because of
their mental or physical condition require care

. and services which can be made available to them
. only through institutional facilities, -

1902 (e) (3)Disebled Children -

s
i
|

The Tax Equity and Fisc&l
Responsibllity Act of -

1982 established an optional program wherebyStates

may provide home care to disabled individuals 18
years of age or younger through regular State Plan
services if the estimated cost of caring for the

16
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child in the home i8 not greater than the
estimated cost of caring for the child in the
appropriate lnstitutional setting (s.g., hospltal,
. 8killed nursing facility, intermediate cars

. facility). Inccme deeming rules for
;”1nstitut19nalized individuals are used.

PASARR - Preadmission Screening and Annual Resident Review
.. - OBRA 87 raquirsment for nursing facilities to
| determine appropriate placement and treatment for
| mentally ill. ’

PHP \Pre;iid Health Plan - gimilar to an HMO except
' : that it provides less than a comprehensive rangs
of servicss,

PNA : ! Personal K2eds Allowance - The amount of an
institutiocnalized person’‘s own money hs is allowed
te keezp in a mon:th to pay for personal .
incidentals. The minimum established PNA is $30
per individual, $60 per couple, although some
States permit la-ger allowances.

Pags-through groups Individuals who do not receive AFDC or
S81 ceoh benefits but are eligible for
Medlcaid becauss thay lost their eligibility due
" to changes in law.in 1872 and 1977 which raised
E their income over the limit allowed under the cash
| progzam. :

Pay-and-Chase ~ - The practice whereby a State reimburges a
. provider for the cost of covered services
; rendared and ther. recovers funds from liable third
- parties. " '

- "Pickle" peopls A epecific ¢group of people who have retained
' . thelr Mediceid eligibility despite the fact
¢ that they have lcst other benefits due to cost of
* living adjustmente (named for Congressman Jake
Pickle, sponsor of the enabling legislation).

Post-Eligibil;ty For i{ndividvals in institutions, all incoms

‘ o - is considered mvailable to pay for cost of
carez, except for amounts protected for-the use of
the lndividual or his family (such as the PNA or
various reparation payments). Post-eligibility is

the procese by which these protected amounts and
their valus are d:termined.

17
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Quality Assurance - Process by which a 5tate
monitors or audits care rendered to Medicald
reciplents to assure that all applicable Federal
and/ocr State stendards are met.

Quality Control (Medicaid Eligibility Quality
Control) ~ a system designed to reduce erronecus
expenditures by monitoring eligiblity
determinations, third-party liability activities,
ant claims processing.

Qualified Dissbled and Working Individuals. Title
11 disability beneficlaries who have lost benefits
due to earnings in excess of SGA ($500/mo.) but
with incomz less than 200 percent of the federal
poverty level and resources lessg than twice the
8§81 level, and who are not otherwise Medicaid
eligible. states are required to "buy-in"/ pay
¥edicare Part A premiums, deductibles and
coinsuyrance for zuch individuals. :

Qualifted Medicare Beneficlaries. Medicare Part A
eligible individuals with income &t or below a
specifled percentage of the federal poverty level
{95% in 1991), and who do not have resources
exceeding twice the SSI level ($4,000 per
individual and $6,000 per couple in 1991). State
Medicaid agencies are required to pay the cost of.
Part A and B preniums, deductibles and coinsurance
for such individuals. f

ust (Medicaid Qualifying Truat) Trust or
similar legal dsvice established by an individual
(or spouse or parent} under which: a) the
individual is the beneficiary of all or part of

the payments from: the trust, and b) the amount of

such distributior. is determined by one or more
trustees who are permitted to exercise any
discretion with resgpect to the amount to be
distributed. The establishment of the trust and
itg structure of payments to the beneficiary allow
‘the beneficlary to meet Medicaid income
eligibility standards without having to spend down
to income and resgourcs guidelines, The maximum

. payments that could be made by the trust to the
beneficiary are counted as available resources
whether or not the payments are actually made.

18
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SAVE -

SXDA

SMG

SNF.

gys:tematic Alien Verification for Entitlementa:
The Immigretion Reform and Controcl Act of 1986
(P.L. 99-603) requires that States use SAVE, an
INS system, to verify the immigration status of
allens applying for public/medical aseistance.
Section 1137{d){3) of the 8BA, includes SAVE &8

i.part of the IEVS requirements.

gtete Medicaid Directors' Association - A
professional, nonprofit organization of
representatives of State agencies, D.C. and the
territorisy; since 1879 affliliated with the APWA.
Purpose iz as fccal point for communication
between the States and Federal government,

Stets Medicald CGroup - A joint body composed of
the Executive Ccmmittee of the SMDA and senior
officials of the HCFA. '

! skilled Nursing Facility - an institution which

. has in efiect & transfer agreement with one or
. more participating hospitals, and which is -

primarily engaged in providing to inpatients

i Bkiiled nursing care and restorative care

. services, and mests specific regulatory Medicare
, certification requirements. -

1634 Agreement = Agresnent under which a State contracts with
; the Social Jecurity Administration to conduct

1619

Spenddcwn

State Tupp

~all ssI-related ledicaid eligibility ~

determinationg. Other States do their own .

. elicibiity deterninations using SSI criteria.

Ses Work Supplementation

! Individuels in 209(b) States or those eligible
under the ledicaily Needy program often have to
'make paymaents on medical bills unti{l their income

.minus expenses incurred for medical care falls to

,or Sslow the Btate-prescribed income level. The
;amount they must epend down each period is

‘determined at the time eligibility is determined.

‘State Supplemental Payments - When SSI was enacted
1in 1872, in scome States the new SSI cash payment
amount was smaller than the payments made to
‘individuals under the previous cash program.

ibtat=s were required to make up the difference

19

e

2



-

, |
" Work Supplementation

!

3
'

-
4

1540 M FROM OL:iGA

I
1
!

Stetewideness'

i
!

TAG'S

'

TEFRA ¥ids

THE BASICS OF MEDICAID

with & mandatory State supplement. States may
alsc pay optional State supplements,

A requirement that covered services and
administration be equitable throughout the State.
This reguirement can be walved (see WAIVERS).

" Technical Advisory Groups which serve as

subcommittees to the six standing committees of .

"~ the SﬁDA.

. Bec 1902(e)(3)

TPL ‘ | Third Party Liability - Medicald is the payor of

209(pb)/

Amendments or 190Z(f)

, last resort for medical expenses. If a third

' party such as an insurance company ls liable for
"some or all medical billg, the State must
»determine the lizbility and may either pay the
ramount remaining or pay the full amount and seek
‘reimbursemant from the third party. Order of
iliabilityz 1) recipient, 2) insurance company,
"3) Medlicare, and 4) Medicaid.

iSection 209(b) of the 1972 Social Security ’
.codifiad as saction 1802(f) of the Act.

: Refers to the statutory authority ‘

: © allowing States to have more restrictive

; . financial methodologies for the agsd,

X ’ tlind, or disablad than those of the SSI

' program. : '

. which blind or disabled individuals
who would normally be limited to earning a certain

.amount of income in order to retain blindness or

dizebility status are allowed to continue working.
Income is subject to the SSI income disregards; if
income is more than the £S5 standards, they may
still receive Medicaid as long as they earn less

than the amount they would lose if they lost SSI
and Medicaid. o

Program under gection 1619 of the Act.in.
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L THE SECRETARY OF HEALCTH AND HUHAN SEAVICES
N wnnmmon DC. 20201

{Wi(CehA

. Qetober 10, 1995

- The Iionorable Thomas J. Bliley, Jr.
Chairmen ; .
Committee on (‘Ammeree

U.S. House of Representdtives
Washington, D.C. 20515

Dear Chairman Blﬁey,

This lstter prescnts the Admmistmuon s views in strong 0pposition to “The
Medicaid Transformation Act of 1995," legisletlon recently adopted by the House .
Committee on Comnerce 10 tramform the Medicaid program mto a block grant with-
significently reduced resou:ces. ’

Since taking omce. this Administration has snpporu:d efforis 1o improve the
efficlency of Medlcald and to promote flexibllity s0 that States may shape their Medicaid
programs to meet the needs of their populations. However, eﬁicxcncy and flexibility
should not be confused with the unprecedented cuts and other sweeping changes
mcorporated by chublicans in the Medicald Transformation Act of 1995.

This bill will have & devastating impact on millions of individuals who depend on
Medicaid for health coverage, on millions of working Americans who depend on the
- safety net Medicaid promises, and on our health care providers and the health care
syslem as a whole. | \

Should the Mcdicaid Transformation Act of 1995 be apprcved by the Congress I
would strongly recommend that thc President veto it,

) i
b

: The magnitude of financfal cuts under the Medicmd Transformation Act of 1995
are unprecedented. Over seven years the legislation rechces federal Medicaid puyments
to States $182 billion below payments provided for under current law, a 20 percent
reduction over the time period. By 2002, this would constitute @ 30% reduction below
CBO's estimate of the cost of maintulning current services. To reach these savings, per
caplta health care spending growth under Medicaid would need to be reducad to 1.4
percent pery year ovér the next seven years. By contrast, per capite spending in the
private sector Is prolcctcd to gmw by 7.1 percent per yeer during this period.
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It is cloar that States and the peopl¢ they serve will not be able to absord such
reductlous. Medicaid payments to hospitals, nursing homes, doctors, and other providers
are already well below private sector rates and could not reasonably be roduced further
to produce such snormons tevings, Such a reduction in Medicald provider ents
would lead to significant cost shifting elsewhere in the health ecare system. Neither -
maneged care nor other efficlency reforms can be expected 1o yield such savings. States
bave already moved large numbers of their non-slderly, non-disabled Medicaid carollees
into managed care, and there is no evidence to suggest that further expansion of
meangged care cauld produce savings of the n:mgmtude sought by the Medieaid
Trensformation Act of 1998, ,

Consequently, States will be forced to elther raise taxes on their eltizens or to
sharply reduce coverage under Medicaid. The Urban Institute has estimated that even 1f
States can absorb half of the praposed reduction through greuter efficlencies, 8,8 million
Americans, including 4.4 million chlldres, could be expected to lose their Medicald
coveragc as a rosult of the Republican Medicaid cuts,

In»addx_tien, the Department has slready approved 14 State waivers that permit
States to reorganize their Medicald program and usc savings to expend coverage to other
uninsured citizens or to otherwise improve services w beneficlaries, These 14 States are
Arizona, Delaware, Florida, Hawall, Kentucky, Maryland, Massachusetts, Minnesota,
Ohio, Oregon, Rhode Isiand, South Cerolina, Tennessee, and Vermont. In sddition,
another 11 States and the District of Columbia have walver epplications pending 1o
undertake similar reforms and expansions. These States are Alabama, Georgis, Lilinols,
Kansas, Louislana, Missouri, New Hampshire, New York, Oklaboma, Texss and Utah.
Nane of these States would be sble 1o carry out their planned Medicaid reforms under
the sovere budget cuts imposed by the Republican Medicaid Transformation Act. Health
coverage for cltizens nnder these waiver programs would be cndangcrcd if this bill were
enacted. L

- By transfonnina the propam structurc into & block granz, the Medicaid :
Transformation Act of 1995 also bresks common ground commitments that Democrats
and Republicaus bave:made to Americans over the past decade. Bipartisan supportin -
Congress, affirmed by both Presidents Ronald Reagan and George Bush, produced

landmark Medicaid reforms designed to provide a basic level of protocﬁon and decency
for Americens: guaranteed health coverage for low lncome infants, ¢hildren, and

- preguant women, protection egainst spousal impoverishment, protections for low income

elderly, and nursing homc reform.
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!

Ending guaranteed Medicald coverage for infants, children and pregnant women -
Several times during the 1980s Congressiona] Democrats snd Republicans passed
legislatlon guaranteeing Medicald coverage for pregnant women, infants, and cbildren in
poverty. Presidents Roagan and Bush signed these guarantoes {nto law. Prior to these
expansions, pregnant women and chiidren could not be covered above AFDC standards

that were as low &s 16 percent of the federal poverty level. These expansions raised the

oligibility level to 133 percent of paverty for pregnant women and children under age 6,
and they phasad in coverage for older children up to 100 pereest of poverty.

At the time of thelr enactment, these expansions were seen as critically important
to assuring access to medically necessary and cost effective pranatal care, well baby cars,
and well child care, Sadly, the Medicald Transformation Act of 1995 vzould repeal this
protection and fores millions of children end pregnant womon to lose thelr Medicald
coverage and aocess to these services. : , ,

Eumlnatmg lpousal impovartshment protections - The Republican bill elso

o repeals federal protections t spousel impoverishment, Under current law, a person

may qualify for Medleald assistance with nursing home care without his or her spouse in
the community being required to spend dowa to poverty. Federal Jaw protects 8 basic
level of income und assets, including the home and a car, far the commualty spouse.
Once spousal impoverishment protccﬁons are repealed, an elderly woman could be -
forced ta impoverish herself and give up her home or family farm bafore her busband in
a nursing home could qualify for Medicald essistance, In 1987, this specter of spousal
impoverishment was 8o, compelling that enactment of busic financlul protections won
comunon ground support from Congressional Democrats and Republicans and from

‘President Reagan.

Eliminating protectlon for low income Medicare beneficiaries - The Republicun

bill also repeals protection for low incomne Medicare beneficiaries under Medicald. ,
Current law mekes these {ndividuals eligible for Medicaid assistance with thelr Medicare

remiums, deductibles, 'and other cost sharing. An estimated § million Medicare ’

eneficlaries are eligible for this protection. The dire aeed of these low income
beneficiaries for help with thelr Medicare cost sharing was such thet Congressional
Democrats and Republicans supported creation of the Qualified Medicare Beneficlary -
(QMB) program. This legisiation was signed {nto law by Presideat Reagan and
expanded ina subsequent law signed by President Bush.

P
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Repealing nursing home reform « The Republican bill also repeals federal nursing -
home quality standards and directs States to adopt whatever new standards they choose, -
In light of the enormous reduction in federal financlal assistunuce, {t is unclear how States
will be able to afford to develop and cnforce quality standards to ensure high quality of
care and quality of Ufe in nursing homes. Even without this cut, however, it Is importent
10 rémember that prior to nations! nursing bome quality standards, the Institute of
Medlcine reported that all States had facllities with serious deficiencies in nursing bome
quelity of care. Repeal of nursing home quality standards invites a return to the days of
patient abusc, ncglcct, physical restradnt, and over-medication. These very threats to

. patients were the basis of the common ground, bipartisan support for mming home

refonn under the Reagan Administration.

By cooverting | Mediwid into a block grant to States, with severely rcduced federal .
rerources and with an end to any guurantesd coverage for individuals, the Republican
Medicaid Trunsformaton Act of 1995 turns its back on these common ground
protections our nation has lived by for meny years. This is unconsclonsble and
unnecessary, The 'Presidnnt has shown that there is btter way.

President Cllnton has put fonh g balanced budget plen with Medicafd changes
that would increase state flaxdbility, promotc moro efliciency in heelth care, and maintain
common ground protections for Americans while protecting coverage. The President has
called for Medicaid reforms that would yield- $54 billion in savings over seven years.

“These savings would result from reforms in Medicaid "disproportionate share" payments

to bospitals, and from the application of a "psr capita cap* to Medjcald matching
peyments to States, The per capita cap would muintain the federal commitment to share
with the States the cost of program growth brought on by factors such as an economie
Jduwntumn or growth in the number of those in need. Combined with additlonal reforms .
providing States greatcr flexibility in the design and management of their Mcdicaid
programs, the President's propasal would lead to reductions in the rato of Medlcatd

-spending while maintalning the current guarautes of health coverage $0 critical to 37

million mothers, children, clderly. 2nd dissbled individuals.

f
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October 11, 1995
| )

TO: Distribution

FR: _ Chris Jennings
Jennifer Klein

RE: Shalala's; Medicaid Letter
Attachcd is a.copy of a letter Secretary Shalala's letter to the Commerce Committee that

outlines the administration's position on the $182 billion dollar Medicaid cut. The document
concludes with Secretary Shalala's warning that she will recommend a veto of this lcglslatxon

if it passes in its current, form

We thought you would be interested in seeing it. Please call with any questions.
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A ln ught o this plositive alternative, there {5 no reason for the Consfe“ 10 pursus:

the ill-considered changes in the Medicaid Transformation Act of 1995S. The magnitude
of cuts in this bill passed hy the House Commitiee on Commerce are so large as t0
serlously threaten health care coverago for millions of Americans, The block grant .-
structure i5 not a mbla epproach, aad the bill repeals common ground reforms adopterd
ovor the past decudo w promote quality of nursing home care, assure 8 modicurn of
financial protection for. spouses of nursing home resident and for low income eldesly, and
. guarantee coverage of er-saving and cost savlns hoalth care oerviccs for pregnunt '
women and children in povorty , ;

As slated above, I would stro y recommend that the President veto the L
Medicaid Transformation Act of 1995, An identical letter {5 belng sent to Congrcssman o
John D, Dingell. R&nldng Minoruy Membex. Commorco Co:mmttcc. :

l
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