
National Disability Employment Awareness Month, 1993 

By the President of the United States of America 

A Proclamation 

The United States has long been a champion of the civil rights of individuals. and it is only natural 
that we now serve in the forefront of efforts to ensure equal opportunity for persons with disabilities. 
Inspired by the enactment of the Americans with Disabilities Act (ADA) on July 26. 1990, other nations 
have begun to reexamine the challenges faced by their citizens with disabilities. The ADA. which prohibits 
discrimination in employment. public accommodations. government services. transportation. and commu
nications, provides a practical model for people everywhere to ensure that individuals with disabilities 
will not be excluded from the social. cultural. and economic mainstream. 

Together we have begun shifting disability policy in America from exclusion to inclusion; from dependence 
to independence; from paternalism to empowerment. And we have made a firm commitment-a national 
pledge of civil rights for people with disabilities-to enforce the Americans with Disabilities Act. We 
cannot he satisfied until all citizens with disabilities receive equal treatment under the law. whether 
in the workplace. in schools. in government. or in the courts. We will not be satisfied as a Nation 
until we have fully implemented the laws that offer equal opportunity for Americans with disabilities. 
including the ADA and the Rehabilitation Act of 1973. 

We do not have a single person to waste. Citizens with disabilities want to lead full. independent, 
and productive lives. They want to work; they want to pay their fair share of taxes; they want to 
be self-supporting citizens. America must enable the 43 million talented Americans with disabilities 
to contribute by offering them the individualized training and education we offer everyone else. 

Our Nation can ill afford to waste this vast and only partially tapped source of knowledge. skills. 
and talent. In addition to being costly-over $300 billion is expended annually at the Federal. State. 
and local levels to financially support potentially independent individuals-this waste of human ability 
cannot be reconciled with our tradition of individual dignity. self-reliance. and empowerment. As we 
work to achieve thorough and harmonious implementation of the Americans with Disabilities Act. we, 
will open the doors of opportunity for millions of people. thereby expanding. not only the ranks of 
the employed. but also the ranks of consumers. These individuals and their families will thus be able 
to pursue the real American Dream. 

I congratulate the small business and industry leaders. labor leaders. and community leaders from all 
walks of life who are working together to implement the ADA and the Rehabilitation Act. and I commit 
the resources and cooperation of the Federal Government toward that effort. Our ongoing progress attests 
to the fundamental vitality and openness of our free enterprise system and to our abiding commitment 
to civil rights for all. Every American needs a chance to contribute. Our work is far from finished. 
America needs the continued leadership of every citizen to fulfill the promise of the Americans with 
I?isabilities Act and related laws. 
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DEPARTMENT OF H·£ALTH &. HUMAN SERV[C£S Health Care Financing A.dministratior: 

_____. ___. __1 _ 

I 

Washington. D.C. 20201 

NOV I a t994 
Mr. Colby King 
Editor 
The Washington Post 
1150 15th Street, N.W. 
Washington, D.C. 20071 

Dear Mr. King: 

Your editorial of November 9, criticizing the Health Care Financing 
Administration's (HCFA) response to the District's proposal to set up a managed 
care program for disabled children, distorts the facts. A much more accurate 
picture was presented in your own newspaper in a November 8 article, "Managed-
Care Plan Draws Ire - D.C. Health Group's Competence Questioned." . 

HCFA has aggressively pursued this project and has constantly communicated with 
District officials, including awarding the District a grant of $150,000 for the period 
August 5, 1994 through August 4, 1995, to help them develop this project. The 
grant award outlines 10 special terms and conditions the District is required to meet 
prior to seeking waivers to implement the project. 

HCFA shares the District's concerns about the delivery and financing of services 
provided to children with special needs. But the original proposal did not 
adequately address those needs. The serVices to be provided were not specified, tbe 
method of putting together the network was not spelled out, the quality monitoring 
system was not described, and potential civil rights violations, including the exclusion 
of certain groups of children, were of major concern. . 

Local groups that currently provide services to these children, including United 
Cerebral Palsy and ~ter Seals Society for Di.sabled Children and Adults, Inc., also 
expressed serious concerns about the demonstration .. 

Even after months of working with the applicant, the project still has significant 
deficiencies. We cannot, as your editorial suggests, simply "say yes or no." The 
Federal Government has a responsibility to ·these very vulnerable children to assure 
that any new system of care is well designed to provide for their special needs. 

Sincerely, 

Bruce C. Vladeck 

Administrator 
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District of Columbia 1115 Waiver Proposal 
Managed Care System Cor Disabled CbJldren 

and Youth with SpecIal Needs 

o 	 On March 25, 1994, the District of Columbia submitted a 1115 waiver.only 
prOposal to conduct a Medicaid managed care demonstration for disabled 
children and youths with special needs. A local provider organzation, Health 
Services for Children with Special Needs (HSCSN), was proposed to administer 

. the managed care.program on behalf of the District 

o 	 Although HCFA was interested in the basic concept of the demonstration. the 
proposal was deficient in several key areas. For example, it did not desenDe how 
the full range of services used by this wlnerable population would be provided 
under the demonstration, how the provider network would be established. the 
method of paying providers in the network, and how quality would be monitored 
under the demonstration. 

o 	 There were significant issues conceming the civil rights of the disabled affec~d by 
the demonstration. including the proposal to exclude certain children with mental 
illness and AIDS, and the proposal to make participation in the demonstration 
mandatory on the part of disabled children and their families. 

o 	 HCFA decided that the District needed assistance in developing the 
demonstration, and on August 5, granted $150,000 to the District of Columbia to 
assist the~ in completing the development work for the demonstration and 
outlined 10 major areas of concem. HCFA also initiated contact with the Robert 
Wood Johnson Foundation (RWJF) to solicit their interest in providing additional 
grant funding to the District R WJF has been quite willing to provide funds but 
the District needs to seek these funds through the Foundation's proposal process. 
The District/HSCSN has viewed this process as burdensome. 

Io 	 HCFA has worked closely with the District and HSCSN to make this a workable' 
demonstration project. A~ched is a chronology that identifies the activities, 

I .. 

issues and concerns we have had during this process. 

o 	 On October 15, the District submitted a draft response to our concems. A 
preliminary review suggests considerable deyelopmental work remains.. For 
example, we are still concerned over the very low numbers of pediatricians 
available to serve 3,600 children under the demonstration. 

o 	 On November 8, Sue Brown, the Acting Commissioner of the Distrlct?s Medicaid 
agency verbally requested to our regional office that HCFA delay a decision 
regaidingthe waivers. She also requested that all communication go through the 
District to improve'communication between HCrA. the District, and HSCSN. 
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Managed-Care Plan Draws Ire 
D.C· eaJth Group!Y Competence Questioned 

I ., 

I--;;;...;.:;.;;;;~=--
! A 11t'lV medical eoft\1IInY is '&')'ing

I to take. oyer care for tfIowIands of 
I poor. disabled chiJclreft in the Dis
, trk:t, creating a dispute O\'tr how 
; best to treat some of the city's most 
l vulner.lbJe patients.
i If approved by rederal health offi
I ciaIs. the arrangement woWd be one 
I 01. lbe aation's &nit e!pl!timenls in 

whether the insurance method of 
managed care can provide befter. 
cheaper treatment for dliIdml who 
an! mentaUr marded. ph)'llic:ally cIi&

i abled or chronically ill. 

But the proposal by Healdt Ser\it. 
es for ChiJclten ""ith Speaal Needs 
Inc. has infu.ri.ated other groups that 
cater Co sud! children. They ques
tion the company's cornpeteuce and 
acxuse District Officials of misc0n
duct for deciding to pay the company 
nearly 5100 million in Medic:aid sub
sidies without competitive bids. 

Health Senices is a spinoff of the 
Hospital for Sick Oilldren in North
e.1St Washington. The company has 
assembled II staff. a computer sys· 
tem and more than 150 Ioc::aI doc· 
tors.. theraJlists. medical equipment 

See CARL., CoLI 
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Group Challenged on Managed;QrrePiJ 

IZICI'I'e tb.m ~ do «he 130 mil
a tbe Disuict speat OD &lIIm last 
yeIIt'. Memwllill!. 12 ~ do tNt 
$l#Il waJt lvr ~t ill hospitals: 
)1!4 6 pIlI"I:eftC ..... far visiIs to doc;. 
tan' d.tlca. 
~ a ~ dIiId QI!l 

CIIIII: 1150.000 a yev, said David 
Corm. Keakh ~. dOd aeaa
M aIfia;r. GMns II dII1d a 1ulI-t.ime 
INI'Ile aad !au d ~ eqlliprneftt 
at '-__ a!Ioul $60,000 I11III is 
IIIDr:'I! ~te. he said. 

Medicaid does IIDl ply to i/IsQD a 
relepbane If a fUDlly 1:Idcs one. or for 
bomt: mlO"IlIliOl'lS ttl aacnunoda1e J 
~, Utldcr the H~ Ser· 
¥icEs~. it waaId. A Health 
~ employee lIII!I.dd keep m.c:It 
of each child"s 4octor 'l'isitll a.nd lIP 

I'IIDjp: fIX' ~tioQ.. ~ 
aad borroe equipmeat. TWice a yur, 
II team _lei Nit 10 a&llHS tile 
dlad's CDIiIdlciIxL 

Th! ~y ba CcId till! Di&I:rii::t 
~ that. ift die Iir!;t )Ur CIf 
che~l'f'I'ietct.it~Sl¥e 

2.5 ~ ill Medicaid~ (ar 
its clientele. 

Some pVfIW$ $I)' tbqr -..Jd like 
10 hiM! a built.. Il'CMIP do doc:tcmi 
mi «Mrs wiIIiaa ttl CIte for dIeir 
~ ·A IIIc dQn't want to _ 
'lIritb people -.uho b.a~ ~
said Toni Tyler, d. t1le FOIt Tottm 
area do Nortbea&t Wasbiagtaa. Her 
son. Damon. is IIniscic. 
Da~a. , 1. is bypeftC'tiwe a.od 

QNIIII: ~ Simz he ... 2 Jal"I' 
old. be has act.a'ill5l:d dar Hiltialal 
Children's Center, 1II'bI!I1! social 
~mi 1IIr"~ !awe R'" 
ferrell him to doeCot'S aGel OCber 
medial help. StiIl. Ty:\el' las bad 
trouble keeping a dentist fol' her 
$I;ICI. 

TVlei' Slid her _'s ... de:m:ist 
said she iII:Q:'plat disaI:Wd pa_a..
N she did IIDl hit Daama btnt.:/f. 

"Her tWf , , , didn't laIow '-' 
to de.al wi.dl a child. dt.It _ flap. 
pine -.s.. Thiel' said. D:aIIaI 
becuDe aaiate<l am bn:Jke a batb
room IIiDk.. "'SbortIy aI.tet mac. we 
stOPped ,lettinl t!lo!ie little tilp" 

poiDttDl!llt remiadtrJ cards.· bis 
InIJtbcr said. 

The Health Sel¥ices • is 111.'
~~ by a group alorp 
mtiaas tbat prooride IIII!Itic:tJ an. 
thmpr .. educatioD In' d&bIed 
~ 
1t~a~dlarir; 

tried and true for iI sJ"'itel1'l tbC 
do!:sn't hiM! a clue: said Tbomirs 
Wilds, el[ecl.lti~e director of S,. 
Johns Com,mllllicy Sertit-es. a DOl\" 

profit 211eDC'f fat peopk wi'cb disabil· 
ities. 

He and the leaders ~ siIIlJ1ar «
prmtims said C::Irro IIId bis staff 
appev ~ witbll9lliatllt ~ 
JnIIIS far .....dliIdrfa. biIwe .. 
~ W'DIiuIId out CI'Ie projI!Ic:t', 
fiI'IaIxza.aui ~ ard 1d; pam 

I 
to C'O'alllate its effect&-CmICISlftf 
dIat C«ro "'If!I".'IIL 'I 

Wilds said he is part~~ 
tllal Da.,4 Coronado. tile formC'r 
~ MediWf cNef, did nat allow' 
ather SI"WPS to CDIIlpete fOr die (Oft· ' , 
uact. . I ' 


-rt loeb lift. 'forga aD \he 1Ii$-' 

IDric:iI ~ 8m: CtJnics bealtll; 

mann.. and let's • :senl die (l1li': 

dn!D to ~ silo can cUt apoII1. ; 

ir::II deaL' • rllds said. I : 


Vitaftt C. Gray. din!c:tor of the : 
,D.C. ~tof~ Sen1C" 
"' said M is nat SIIf1: ccfrIpI!uuve I 
~ .-ere ~ beci1IlaIIE!: che .pro-! 
)eet eu ~nw. Boat he sal'll , 
he WIS ~ co Slllsly uJc CI1l.lC!) i 
and bact Dio:It cIecrJr.d 'whelJlH to al
low CItber lJnIIIPS to (Ompete. 

The ampany iI~ at. March 
fat~ to, I'\Ift dlf .~. 
CUI! pI.aa from fClknl he.3JtlI "ifi· 
cia!&. who 0;;1 UIey .an: imn8 to 
NIe on Meeiaid ~fft!$ ""11\' 
ill four I!lOIIw. In :\utU9t.1 tlw offi· 
cials told tM ~ theY .,';antC'd 
more inf~1iaI bdCJ\"~ '~ 
~ 10 let lhI! ~ bcgln 
""It!Iin a 'fPM. They g;a~ KC'aidI 
~ S150.000 in Ihe mterun. 

8tuee C. VJaclecIt. acIrn.INsc.r.nOl' 
fIf the Healtfl Care rUV~1II1 .o\d· 
mi:ni:ru':ilt.iOn. $&!d hJ$ SIJIffl ....anlC'd 
to be ~y ~reful to malt" 
sure \he p!'0)I!Ct l.'I ...·ell ~:Ullll.-l! 
"becaU9l! of the ..wnera~i.br:y ..J l.'!t
Icids and the ~ty of rhlt..· 

He said his aPiftCY .also ~l!S con
cerned about .t.Iher die ~I",'n 
Meclicaid llaencY tIlId tlw ~ff and 
aWily to moni1.or the pro,«'t. 

Bllt with mo~y runnlnlt Ol/f. 
Corrv is frl.Jstnted by ,/lor I~.. o;S4' 

~1"II/MI'It. "'I'bo!oy jv$l dorh "'<VI! 
to believe tlw ~ wi "'I)flt: 
he said. • 

http:moni1.or
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MEMORANDUM FOR CAROL RASCO 

FROM: KATHI WAY 

DATE: 11/10/94 

SUBJECT: D.C. WAIVER FOR HEALTH CARE 

Eight months ago, March 25, 1994, D.C. submitted a medicaid 
waiver request that would allow a non-profit agency, Health 
Services for Children with Special Needs, to provide health care 
through a managed care, capitated rate plan for approximately 200 
disabled children in the district. There were numerous concerns 

I . 

with the proposal. HCFA was concerned about potential civil 
rights issues because the children were disabled and because they 
were disproportionately minority. In addition, HCFA was 
concerned about the quality of care and the appropriateness of 
services. D.C. government representatives were unable to 
answer the questions posed by HCFA. On August 5, 1994 HCFA 
approved a planning grant of $150,000 for D.C. to assist in 
refining their proposal and addressing the points in question. 
They continue to wait for a response. 

Avis Lavelle talked with the Post editorial board prior to 
publication and relayed the above information. HHS believes the 
contractor, Health Services ... , is driving the Post story. Also, 

.candidate, Marion Barry, wrote in support of this proposal and 
the contractor on November 3. Bruce Vladeck is writing a 
response to the editorial. I have asked John to have that letter 
held until I get clearance from you. 
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Health ,Care,Re!orm,Up Close ,," 
"". . 

NEXT TIME it talks about health care re
form. perhaps the White House will consider 
the experience of a local or~tion, 

Health Senices for Children with Special Needa, in 
trying to set up an experimental. D.C. government· 
approved managed care prosnm for several thou
sand poor and disabled District chlldren. Health 
Services has'been waiting eight months for federal 
approval while spending an estimated 52 million of 
ita own ~oney gearing up .for ~ experime~t. rhe 

·th·· ·,.. n .... k"e .uTzn \ t ' 

to beai to protect these forces are' foUndering on' 

the pa,81yzing fear-among the- foreign govern

ments that have provided ·the troOPs: (no "Amlerid!iH~~:~'TI 

troops are there)-of reta.liition' ~t .th=. 

Their withdrawal would ve aD. ini . ~ 1'IU-':-:
••- , . ,.. ___.•_._._ ....#1l1p. .... a~ pm': ·:'r~~.=' 
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in Medicaid spending while delivering quality care . 
and cost-effective services. When you consider that 
the District's Medicaid program has ballooned' by 
two-thirds since 1990 to ,$668 million, and how 
hard-pressed the city is generally for funds. it's' 
understandable that the Department of Human 
Services would be interested in exploring a more 
efficient alternative. The District government,
however, isn't alone. ...." - .. - .... ': : ... _ .... 

Close to 200 District health care Droviders. 

-
I 



approVll nil yet. to come aeSplte I suppos~ pollCY 

.. ·r of quick response by the administration in such 
matters. Meanwhile. the organization is running 
out of money and could soon have to fold. the cost 
of D.C. Medicaid continues to soar. and the chron.i
cally ill children the experiment was-still is-in
tended to help remain entangled in a fractured. 
WlCOOrdinated and in some respects wasteful health. 
care system. This couldn't be what the Clinton 
administration had in mind. 

In fact. it's not. President Clinton has made a 
point of saying that Medicaid waivers for state 
eX!)eriments should be approved by the Health 
Care Financing Administration (HCFA) within four 
months. There is a good reason for tilting toward 
expeditious hand.llng of state experiments. The 
inability of Washington to produ.ce health care 
refonn has not prevented several . states from 
seeking· to achieve incrementally what Congress 
and me president couldn't aCCDmplish. The Health 
Semces . experiment, which .would span three 
years. is designed to achieve a 2.5 percent savings 

~. 
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incJuding Columbia Hospital for Women. D.C. Gen
eral Hospital, Howard University Hospital. the 
Medico-Chirurgical Society of D.C., the Edward C. 
Ma.zique Parent ChUd Center. along with Del. 
Eleanor Holmes Norton and D.C. Council member 
Linda CropP. have endorsed this project. There are 
dissenters, to be sure. Just about every state that 
has attempted to introduce managed care has 
encountered resistance in one form or another. 
especially where proV1ders found themselves con· 
fronted for the fIrSt time with pressure to compete 
for business by holding down costl. 'But change is an 
integral pan ot health care reionn. so opposition 
from a small segment of the provider conunu.n.ity 
comes as no surprise. Less understandable. howev
er, is the pace at which the federal authorities 
respond to legitimate. worthwhile local and state 
initiatives. Aprovider shouldn't have to sink to the 
POint of almost going under to get the government's 
prompt attention. HCFAshould say yes or no. Eight 
months is too long a time to tread water. 
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ARIZONA - EMPLOYING AND MOVING PEOPLE OFF WELfARE AND ENCOURAGING ! 

" RESPONSIBILITY (EMPOWER) 
INITIAL ISSUES 

1. 	 ; !Although the duration of assistance (i.e., time-limited 
'ieligibility) provision applies only to adult recipients, and 
'tallows for e~tensions to complete training, there are no 
:!exceptions for recipients who, despite having fulfilled all 
,Iof the program requirements, are still unable to find 
: : employment. Given that thi is would be a state-wide 
;!'demonstration, there is substantial potential for a 
:significant number of individuals to be unable to find work, 

::particularly among groups of individuals whose specific 
,:circumstances create special barriers. For example, it 
::would seem unreasonable to terminate,' after 24 months, a 
;iNative-American recipient, without a high school diploma, 
: ; who . is livinq, with no means of transportation, in an 
:'inaccessible, rural area of a reservation. 

::The Department does not support demonstrations which 
, i penalize recipients who have "played by the rules." We are 
:iprepared to discuss alternatives that might address this 
:;problem. 

2. 	 Arizona proposes .to implement a Family Benefit Cap (Cap), 
which will limit AFDe eligibility to children born to adult 
parents within 10 months after the parent's entry into the 

, welfare system, and within 10 months after the parent's 
:;first redetermination following the implementation date of 
,;the waiver. In addition, this restriction would apply to 
.:adults who were temporarily ineligible for payment due to a 
:non-compliance sanction, or were off the rolls due to 

::voluntary withdrawal or ineligibility for less than 60 
'; months • 
. i 

.: a. 	 The rationale for extending the Cap to include children 
conceived While the family did ..not receive AFDC for a 

, ; period as long as 60 months after voluntary withdrawal 
or ineligibility (for reasons other than sanctions) is 

: i 
j 

unclear. An extension of this duration, for any 
reason, is excessive. The Oepartment does not support 

. 
: :, , extending the Cap to children conceived while a family 
, , is not receivinqAFDC. 
, ; 

: i b. 	 Arizona's population includes a large proportion of 
,: ! 	 Native Americans and other minority groups whose 

fertility rates may be substantially different from the i 

population at large. The imposition of the Cap could 
result in disparate treatment for members of these 
groups. To aid in responding to questions of potential: 
disparate treatment, we would appreciate your providing' 
us with statistical data on the fertility rates for all· 
ethnic, racial and reliqious groups represented to any 
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·, 
significant degree in the state's population. We will 
need these data both for the appropriate segments of 
the general population and for each group of AFDC 
recipients. For example, Native Americans in the 
State's general population vs AFDCrecipients. In 
addition, we would like, if available, a 
differentiation between Native Americans living on or 
off a 	 reservation. 

t; 

· ; 

The Cap proposal " ••• contains an incentive for self
sutficiency by permitting an income disregard for the 
amount of the lost benefit." Would the State also 
consider, as a selt-sufficiency incentive, earning back 
benefits eliminated under the Cap in the case of an 
out-of-wedlock birth if paternity is established and/or 
a child support order is issued? 

I 

'id. 	 How would a child, otherwise liable for the cap, be 
treated if s/he lived with a non-legally responsible 
relative, but not with his/her parent? 

3. Regarding the pilot component (i.e., the Full Employment
Demonstration project in Pinal County), one of the basic 
provisions is the "cashing out" of Food stamps to obtain the 
funds to subsidize minimum wage employment in lieu of Food 
Coupons. Recent Food Stamp appropriations language has 

:! limited approval of "cash-out" demonstrations to not than . , 
:25, and not to exceed 3 percent ot the total Food Stamp 

::recipient population. At this time State requests for 
':approval of this provision exceed the number authorized to::be granted. The issue of how to allocate the available 
'islots has not yet been resolved. 
· ; 

4. '!In the proposed pilot component, failure, without good 
icause, to comply with the pilot employment requirements will 
!result in a 50 percent reduction of a family's AFOC grant 
.'tor a minimum of one month, and the barring of the 
·:individual from further pilot participation. You provide
.!several examples of possible grounds for sanction which 
. include such serious actions as refusal to accept a pilot 
placement and willful misconduct during employment that 
results in termination by the employer. Butt it is not 
clear whether all possible actions that might be deemed non
compliant, such as a few hours of unexcused absence from 
work, would result in the application of this significant 
sanction. Please provide more specific information 
regarding when such a sanction would be applied. Also, 
please describe what safeguards would be in place to ensure 
that children are not put at risk? 

5. 	 The EMPOWER demonstration consists of two distinct· 
components: One is the EMPOWER project, to be implemented 
state-wide, and evaluated via impact analysis by using,a 
comparative (pre- post-test) design; two is the Full 
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;Employment Demonstration Pilot (pilot component), to be 
'implemented in Pinal county, and evaluated using a random 
:assignment desiq;r:t" . 

:a .. 	 with regard to EMPOWER, the Department believes that a 
rigorous evaluation design of the policies being tested ! 

is a central consideration for approval of welfare 
reform demonstrations. We believe that a rigorous,, , evalu~tion of this project will require random

: i . 	 assignment of cases to experimental and control groups.
Random assignment may be implemented state-wide, where 
appropriate, or in a limited number of sites used to 
represent the state as a whole. 

Also, because the demonstration includes provisions 
(e.g., elimination of the 100 hour rule) that would 
affect eligibility determinations, the evaluation must 
determine the impact on applicants as well as 
recipients. A sufficient number of applicant cases is 
necessary for impact analysis because newly approved 
cases tend to have shorter AFDC spells, and therefore 
potentially differential impacts, compared to the 
general·population of current cases. Consequently., we 
require random assignment of applicants for at least 
the first half of the demonstration, to assure that the 
number of approved control cases is of sufficient size 
to adequately represent the population of applicants in 
the demonstration. This also means the research sample 
would inclUde both. approved and denied applicant cases. 

Approved demonstrations must be cost neutral to the 
Federal government with respect to AFDC (including
child 	care and Emergency Assistance), Food stamps, and 
Medicaid benefit and administrative costs. The cost 
neutrality provision will require that an ongoing 
measure of costs that would have been incurred in the 
absence of the demonstration be established. 
Individual random assignment wou~d provide a mechanism 
for determining cost neutrality, in that the control 

: : 	
qroup would be used to estimate costs in the absence of 
the demonstration. 

:b. 	 The demonstration also provides for pilot component

participants to be excluded from the time-limit 

provision. This sU9gests that all non-exempt cases in 

the pilot county would initially be subject to the 

application of the time limit. They would remain 

subject to the time limit until, and if, they are 
assigned as an 'experimental case for the pilot. This 
would result in a major change in their treatment 
status during the demonstration period. This, combined 
with the fact control cases would rem.ain subject to the 
time limit, would make it difficult, if not impossible, 
to attribute any measured differences between 
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experimental and control group cases to the pilot 
provisions. Would the state consider excludinq all 
cases in the pilot site from the statewide provisions, 
or, at least from the time-limit, to allow for a 
clearer test of this work supplementation component? 

: : 

6. 	 : :The Department has consistently maintained a policy of not 
;;approvinq waivers of Quality control requirements ~ Our 
':standard procedure is to refrain from citinq errors during 
1ithe payment adjustment lag (PAL) period, and then to review 
'jaqainst'the revised program requirements operative under the 
:;demonstration project. 

l\With respect 'to Food stamp error rates, re<]Ulations at 7 cn 
::275.11(g) govern the treatment of demonstration project 
,!cases. Those cases which are correctly classified for 
,:participation in a demonstration project which the Food and 
;iNutrition Service emS) determines to "significantly modify 
,:the rule for determining households' eligibility or 
:jallotment level" are excluded from calculation of the error 
~ :rate the entire length of the demonstration. Therefore, the 
';inclusion' or ,ex~lusion of project cases from the Food Stamp 
,'error rate is not an issue which would be addressed through 
:ia vaiver ~ but rather through a determination of whether the 
::project terms and conditions "significantly modify" the 
ijrules for determining eligibility and allotJnent level. FNS 
';cannot make this determination until the terms and 
'!conditions of the project are finalized. 

: : 

, ,,. 

, ' 
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API t.lCATI01I8 Bellm!) 

caJlforDia 

Apllication Received: 3/14/94 120 Day Response Date: 7/12/94 

The state seeks t~ progressively reduce benefits to cases as an 
incentive to work and impose a family cap. 

ThE State would implement the proposed changes as amendments to 
th. Work Pays Demonstration Project. Under its proposal, all 
cafes would be subject to an initial 10 percent reduction in 
belefits (on top of the 8.5 percent reduction already imposed 
uncer the Assistance payments Demonstration project). After 6 
mOJths on assistance, benefits for cases with an able-bodied 
adl lt would be reduced an additional 15 percent. After 24 months 
on assistance, the needs of an able-bodied adult would be removed 
fr· 'm the grant. Also, the state would not increase benefits for 
ch ldren conceived while a family is receiving AFDC. Because, 
th·: State has fill-the-qap budgeting, cases with earninqs may be 
ab ,e to offset any reductions in earnings. 

~Isitive issues? The first reduction of benefits would apply ,to 
al . cases, regardless of the able-bodiness of adults in the case. 
un.ike many other ti~e-limited proposals, there is no mechanism 
to maintain a family's level of earnings through community 
se~vice, participation in JOBS or a self-sufficiency plan, or 
quLranteed employment. The family cap and a provision
restricting homeless assistance to once-in-a-lifetime, would 
fu~ther lower benefits. These significant reductions in· 
as;istance w.ould likely generate enormous savings Which the state 
ma r wish to bank against other demonstrations that they apply for 
in the future. The state also wants to eliminate the lO-day 
ad lance notice requirement for reductions in benefits. 

CaLifornia has alse requested that their application be approved 
Dli 4/30/94. 

Pl)posed implementation date: 7/1/94 

cc rmecticut 

AI plication Received: 12/30/93 120 Day Response Date: 4/30/94 

Tle state proposes chang-'es aimed at promoting self-sufficiency
'me king work pay_ 

Il a pilot site; the state would time-limit benefits by requiring
wcrk activity after two years of ArDe. In doing so, ~~ey would 
a: so eliminate most JOBS exemptions and establish a child support 
a; ,surance program .. 
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Stl tew1de, they would enact a number of provisions that expand 
el:qibility for benefits, increase earned income disregards,
Cb.: ,nge JOBS participation requirements and provide case 
mal .agement during a post-employment period. 

Se:lsitive issues: None. 

Pr' .posed implementation date: 7/1/94 

Jlaasachusatts 

Ap)lication Received: 3/22/94 120 Day Response Date: 7/20/94 

Tb! state would require the bulk of AFDC cases to be placed. in 
co DIlunity service jobs• 

.Th! State would terminate cash assistance to most MOC families . 
by requiring recipients who could not find full-time unsubsidized 
ev~loyment after 60 days of AFDC receipt to perform a combination 
ot "temporary" community service and job search. Though labeled as "temporary," it appears that cases could remain in this status 
ir.lefinitely. Individuals meeting this requirement would earn a 
ca;h "subsidy" that would bring family income up to an amount 
e~lal to the applicable payment standard. JOSS education and 
t%!ining services would be restricted to those working at least 
2~ hours per week. Child care for working families would be 
~c~tinued for as long as they are income-eligible (but requiring
sliding scale co-payment) and transitional Medicaid benefits 
wc~lQ be increased to a total of 24 months. 

Sfnsitlve issues: The state is highly unlikely to be able to 
q~nerate enough community service slots to make this kind of 
slstem work. The hours of community service would not be 
d,termined by dividing the family's qrant by the minimum wage. 

Ploposed implementation date: 7/1/94 

l(~cb.igaD 

AI plication Received: 3/8/94 120 Day Response Date: 7/6/94 

TIe State proposes a number of changes as incentives to work and 
p:rental responsibility. 

K chiga~'s proposal adds onto a demonstration that began
ii lplementation in October 1992. Its new provisions would include 
e .iminating deprivation as eligibility factor; providing a 
Jlr,nthly advance on the Earned Income Tax Credit from IV-A funds; 
c' .shinq out food stamps for' certain employed AFDC recipients; 
r quirinq immunization of children; and changing the sanction 
u~er the JOSS and Child Support Enforcement programs to 25% of 
A~C and Food stamp benefits. They also seek Medicaid waivers to 
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l1a' ldate nursinq hOl1e pre-admission screening; expand eligibility
fo' family planning services under Medicaid; and offer a Medicaid 
Bu. --In and allow courts to require non-custodial parents without 
helltb insurance to pay the Medicaid managed care premium. 

SSlsitive issues: None. 

Pr,posed implementation date: 10/1/94 

'Ie msylvaDia 

Ap)lication Received: 2/18/94 120 Day Response Date: 6/18/94 

Tb ~ primary thrust of Pennsylvania's proposal is to provide
ir.:entives to work. 

Tba State's program is designed to provide incentives to work. 
It would require participants to enter into written agreement 
ir.~ended to direct them into activities that vill move them into 
ur ;ubsidized employment. In the third month of employment,
r&:ipient families vo~ld receive a benefit consisting of an AFDC 
pS{ment plus the cash: equivalent of the family's Food stamps
allotment; ArDC earned income disregards and Food Stamps 
dEiuctions would be r_placed with a deduction of $200 plus 30 
pE~cent; resource limits would rise in from $2,000 to $5,000; and 
rE~ipients could exclude the equity value of one vehicle up to 
$i,500 as well as taxi refunds and deposits into educational and 
rEtirement accounts. I The AFDC-UP eligibility and work activity
rl;uirements would also be eliminated. Transitional Child Care 
al~ Medicaid would bel provided to families with earned income up 
tc 235 percent of poverty and case management services for such 
fcmi1ies may continueI for 12 months after assistance. 
Tlansitional MedicaidI for cases closed due to receipt of child 
Slpport would be extended to 12 months. 

I 

S4nsitive issues: None. 
- I 
. I 
~oposed implementation date: 10/1/94 

. I 

W: sao~sia I 

2/'1'. 120 ~a7 RespoDse Da~e: '/t/t4.Arpliaatioa Reaeive4: 

W.sconsin seeks a broader family cap than we previously approved 
f' ,r them. I 

W.sconsin seeks to el~minate increased ArDe benefit for 
a ~itional children conceived While receiving AFDC sta~ewide, 
e ~ept to cases that are part of the previously approved Parental 
a d Family Responsibiiity Demonstration (PFR). PFa already
i lcludes a "family cap" type waiver that reduces the increase in 

I 
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, 
belefits for an additional child by one half and eliminates any
fwther increase for subsequent children.

I ' 

!.iJ sitive issues: F~ilY cap. 

prl,posed imPlementatibn date: 1/1/95
I ' 

AP: 'LlCATIONS ANTICIPATED 
I 

011.0 

In 2 counties, in conjunction with the Empowerment Zones and 
~ ;erprise communiti~s proqram, the state would time-limit AFDC 
belefits and supplement recipient wages (includes Food stamps
ca;h-out). Job training would be provided that was geared to 
wo~k force needs, including community support services needs. 
Th! nature of the tillie-limit on benefits has not been addressed 
in any detail. I "; 
Ir. a 10 county pilot,! the state would increase income disregards
wi:h fill-the-qap budqetinqi extend transitional child care to 18 
mc~ths; eliminate th~ lOO-hour and work history rules for AFDC-U 
pl~qrami pay incentives to employees to hire AFDC recipients;
e)tend up-front job search to three months and limit education 
ari training actlvit~es to two years; pay paternity establishment 
bcnuses and increase ithe child support pass-through.

I 

~nsitive issues: The nature and potential consequences of the 
time limit Ohio propqses is unclear. We will need to determine 
tie capacity of the State to move individuals facing the time 
:1: mit into jobs and what safequards exist in the system once a 
f,mily reaches the time limit. 

TIe state expects tojsubmit an application to us in April. 

IScuth Carolina 

Tl,is demonstration wJUld require participants to comply with an 
i: .dividualized, time~limited, self-sufficiency plan as a ,," 
c' ·ndit10n of welfare Ireceipt, placing- recipients in public or 
p: 'ivate work experience if an unsubsidized job is not found. It 
.w'luld also relax parental the deprivation requirements for AFDC-U 
c Ises, expand earned iincome disregards and increase resource 
l.mits. . 

T&e state was expect~d to submit an application in February. One 

c~plication they are trying to work around is proposing an 

'e,aluation that would avoid havinq any control cases in ~e 
Clarleston area which has been heavily hit by military base 
closures. 
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Selsitive issues: Weiare concerned about the State's capacity to 
mCle individuals facing the time limit into public or private
wc:,k experience. Thelnature of "private" work experience is 
stLll unclear. The state has shown past reluctance to agree to 
riJorous evaluation. I 

VJrqinia 
I 

T~e legislature has passed welfare reform legislation that would 
sE~erely time-limit AFDC benefits by requiring recipients who 
CE~ot find employment within 12 months to take public service 
jebs and eliminating all benefits after 2 years. They would also 
eliminate any increas, in benefits for additional children 
cCDceived while receiving AFDC. 

~nsitive issues: We lre concerned about the complete cut-off of 
a!sistance after two years and the family cap_ 

IWI have not heard from the state concerning when to expect to 
slbmit a waiver application. 

I 
I 

I 
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~110BNIA - Amandments to the california Work Pays Demonstration 
Project I 

DeJariptioD 

Th:s proposal would amend the California Work pays Demonstration 
Prlject (approved. Ma~ch 1, 1994) to allow the following
ad. ,itional procedure~ to be applied statewide: 
. 	 I . 
o 	 The maximum assistance payment (HAP) would be reduced 'by 10 

percent (this w~uld be in addition to previously implemented 
reductions in benefits). The need level would not change. 
Since California is a fill-the-gap state, this reduction in 
benefits could ~e made up by increaSing earnings. 

I 
o 	 After receiving IAFDC benefits for 6 months the MAP rate 

would be reduced by an additional 15t for families with an 
able-bodied adult. EXceptions to this provision would be 
made where the parents or caretaker relative are 
incapacitated, qaring for a disabled person, over 60 years
old, non-needy non-parent caretaker, under 19 years of age
and participati~g in cal Learn, or attending school full 
time. i 	 . 

I. 

o After 24-cumulative months of receiving AFDC benefits, able
bodied adults w~uld be removed from the budget group though
Medicaid eligibility would not be affected. The same 
exceptions apply to this provision as to the provision
concerning the reduction in benefits after 6 months. 

o 	 The 6 month and 124 month benefit reduction provisions would 
not apply to a family which reapplied for assistance after 
not receiving A~DC benefits for 24 consecutive months. 

. . ; 

o 	 The MAP would ndt increase for children conceived while the 
family was receiVing AFDC benefits. 

'status 
I 

A} plication received~ March 11, 1994 
I 

'P: 'oposed implementation date: July 1, 1994 
I 
1 

1 

I 

I 



MAR-30-1994 18:46 FROM TO 	 94567028 P.08 

I 
I

mI NECTlCUT - A PAIR CHANCE 
I 

I 

I 
'rh'l statewide provisi~ns of the demonstration would include the 
fo .lowinq changes in the AFDC or JOBS program:

I 
o 	 Eliminate the deprivation requirement for AFDC. 

o 	 Change the filinJ unit requirements to allow children who 
have other suppo~t to be excluded from the unit•. 

o 	 Exclude the VAluJ of one motor vehicle per AFDC household. 
r 

o 	 Increase resource 
I 

limit to $3,000.
I 
I 

o 	 Disregard earninqs of dependent children who are students. 

o 	 Provide savings Jonds or other rewards to stUdents for 
excellence in grades or attendance; disregard such awards 
from consideration as income for both the AFDC and Food 
Stamp programs. I 

I 

o 	 Send all current Ichild support payments directly to the AFDC 
family and countithe payments, except for $100, as income 
(Note: this provision changes the "pass-through" to a 
disregard of thelfirst $100). 

I 

o 	 Change the earned 
I 

income disregards to 33 percent ot gross
earnings without/time limits. 

Extend.transitio~al child care benefits for as long as the 
family's income is below 75 percent of the median income in 
the state. . 

I 

o 	 Extend Medicaid iransitional benefits to two years and 
eliminate income'tests and reporting. 

o 	 Exclude assets s~eCifiCallY designated for future 
educational purposes for dependent children. 

I 

o 	 Coordinate AFDC ~nd Food stamp sanction policies regarding
voluntary quitting of employment and good cause criteria. 

I 

o 	 Chanqe JOBS progtam provisions: 
. 	 , 

provide case management for up to one year after loss 
of AFDC eliqibilitYi

I 
I 

not give vo~unteers priority: 
I 

not base a~ivities to be required of minor custodial 
parents on ~eir aqej 
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require pafents with children under six years of age to 
work more 	than 20 hours per week; 


! 

calculate 	sanctions based on a percentage of the grant:
first offe~se, benefit reduced by 20'; second offense, 
])enefit reduced by 35'; third and subsequent offense, 
benefit reduced by 50%.

I 	 . 
I 	 •develop JOBS components W1thout regard to federally


mandated and optional components; ,'; 


eliminate ~estrictions on length of time for job 
search; I 

require atlleast 10 hours per week for CWEP and provide 
payments for such activity; 

I 
. '0 Count lump SUlD. payments as assets. 

I 
o 	 Eliminate the 185 percent of need test.

I 	 . 

o 	 Lengthen redete-tmination cycle for monthly reporting cases. 
I

II selected geographic areas, the "Pathways" demonstration would 

ilclude the following changes in addition to those cited above: 


o 	 base AFDC eliqiJilitY for the entire family on participation
in approved wor~ activities after two years of assistance. 

I 
o 	 Establish a child support assurance program: $3,000 per 

year for the first child, $500 each for the second and third 
child, and nothing more for any additional children. "'~ 

i 
o 	 Eliminate some JOBS exemptions to create a more universal 


program. ! 

i 
I 

~. 	 base required hqurs of work activity on length of time on 

assistance rather than amount of grant: 15 hours per week 

after two years,l 2S hours after three years, and 35 hours 

after four years. 


1 

S' .atus 

A: ,plication received jDeCember 30, 1993 •. 

t· 1 .P'oposed'1mp1emen at~on date: Ju1y 1, 1994. 

i 
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, I
jalSACHUSErTS - Employment Support Program 

I 
! 

nelcriptioa 	 j 

ThLs 	demonstration would replace existing AFOC program with a 
pr)gram of entitlement designed to encourage and help low-income 
fa Dilies to work by: i 

I 

o 	 Limiting cash as,istance to non-exempt cases to no more than 
60 days, during which the applicant head of household is 
expected to lookifor work. The family would receive a 
payment equivalent to three months of AFDe benefits in order 
to have additional income needed to fulfill job search 
requirement during this period. 

Exemptions WOUld! apply for disabled adults or adults caring 
for disabled individuals, women in their third trimester of 
pregnancy or who,have given birth within the last three 
months, minor parents attending secondary school full-time, 
and non-aided grantee relatives. 

I 
I 

o 	 Requiring 1ndivi~uals not finding unsubsidized employment
within 60 days, or reapplying for assistance at a later 
date, to accept temporary community service jobs of 25 hours 
per week and spertd at least lS hours per week in continued 
job search. By meeting this requirement, grantees would 
receive a "subsidy" in lieu of their cash assistance grant
plus child care ~nd health benefits. 

I 
I 

Individuals work~ng less than 40 hours per week, with total 
income less than I the appropriate AFDC Payment standard, 
would be required to participate in job search and/or 
temporary community service jobs. The individual would be 
required to work I at least 25 hours per week and have a 
combined total o~ community service work and job search 
equaling 40 hours. Under these circumstances, the family
would receive a cash subsidy equal to the difference between 
their unsubsidiz~d earnings and the AFDC payment standard. 

! 

Individuals work~nq at least 40 hours per week in 
unsubsidized employment paying at least minimum wage would 
receive a cash s~bsidy to bring total income up to the AFDC 
payment standard!. 

: 	 "~ 
I 

In determining the amount of any subsidy, mandatory
deductions from !income (such as state and federal taxes and 
union dues) would be disregarded, but all other income, 
including child support would be counted. 

I 

o 	 Allowing continu~d access to employment and training throu9h 

the JOBS program to those individuals working at least 25' 

hours in unsubsi~ized jobs. , 
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I 
o 	 continuing child care for any family finding subsidized 

employment for asl long as the family meets income 
guidelines, but wlth each family contributing a co-payment
for child care on! a sliding fee scale. 

0, 	 Extending transit/ional Medicaid from 12 to 24 months. 
I 	 , 

o 	 Directly distributing all child support collected to 
families where tWe casehead is employed full-time; 
maintaining the cUrrent $50 child support pass through for 
those employed onlly part-time or participating in subsidized 
employment. I 

I 

o 	 Providinq a food 'stamp cash-out for individuals who obtain 
unsubsidized empl'oyment.

I . 
In addition, special ~llgibility requirements would be placed on 
tetn parents, including:

I 
o 	 Requiring scbool )attendance. . 

o 	 Requiring teen parents to live with a,guardian or in a 
supportive living arrangement and, if the teen is living
with an adult other than the parent, making a referral on 
the teen's parents for child support. 

. i 
Fc~ the second year of implementation, the State is developing
Befitional provisions !which would allow two-parent families who 
at! income-eligible to participate in the program.

I 
I 

status I . 
AJ~lication received Karch 22, 1994 

Pl~posed imPlementatiJn date: July 1, 1994 
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I 
I 

,~aIGAN - STRENGTHENING MICHIGAN FAMILIES (ADDENDUM) 
I 

I 

D•• c~iptloB I 

o 	 EXpand business expense deduotions for self-employment; 

I 

o 	 Pay the EITC from IV-A fundsi 
I 

o 	 Provide oash benefits rather than food stamps for households 
with gross earnihgs of $350 or more per month; 

I 

o 	 EXempt one vehicle of any value for AFDC and Food stamps; 

o 	 Require apPlicanks for AFDC to participate in job search 

without regard t~ the time limit; the application for 

assistance wouldibe delayed until the individual 

participates; impose a 30-day "wait period" for all 

applicants who have quit a job or training without good 

cause; I. 


o 	 Eliminate deprivation as an eligibility factor in APDC; 

I 


o 	 Require that AFD~ families have children under six 

immunized; failure to comply would result in a fiscal 

sanction of $25 per month; 


I 

o 	 Require participation in HOST (JOBS) for an individual who 
has not compliedlwith the Social Contract provisions within 
a year; ! 

. i 
o 	 Change MoSr and Child support sanction to 25% of APDC and 

Food stamp benefits; after 12 months of noncompliance, close 
I. • 	 ' ArDC 	 case and ma~nta~n Food stamp case; , 
I

Limit overpayment recovery to cases containing the adults, 
not the children; , 

I 
o 	 Offer Medicaid buy-in after Transitional Medicaid benefits 


end; 


o 	 Broaden eli9ibil~ty for family planning services under 
Medicaid; . 

o 	 Provide custody and mediation services under IV-Di and 
require non-cust~dial parents to provide health care through 
payment of premiUm for Medicaid coverage if no other 
coverage exists.! 

s' ,atus 	 I 

I 


~~lication received 	Karch 8, 1994. 

P: ·oposed. implementatipn date: October 1994 
I, 

! 
I 
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iH INSYLVMIA - PathwaYs to Independence 
I 

I 


DeiCript10D i 
, ,I 
Pa~icipants in the demonstration would enter into a written 
ag:'ee:m.ent called a Plan for Independence including an Agreement " 
of MUtual Responsibility intended to move individuals to 
e:m ~loyment. In the third month of employment, recipient families 
wCl~d receive a Rpathvays benefit" consisting of an AFDC payment 
pllS the cash equival~t of the family's Food stamps allotment. 
Th ~ demonstration would also enact the followinq provisions
ir:ended to facilitate the transition from welfare to employment,
reiard work, and bring AlDe and Food stamps requirements into 
cc~formity. . 

Ai)C 	only 

o 	 Eliminate the foilowing AFDC-UP eligibility and 
participation requirements: the lOO-hour rule, connection to 
the labor force requirement, the 30 day unemplopent prior 
to application condition, princIpal wage earner criterion, 
and tbe 16-hour work activity requirement.

I 

I 


o 	 Provide AFDC assistance to full-time students through age 20 
who attend secon~ary school or its equivalent level of 
vocational or technical training. 

o 	 Revise the trea~ent of stepparent income to allow a 
deduction of 200; percent of the state's need standard. 

o 	 Consider lump s~ I 
, 

payments as resources rather than as 
income. i 

i 
o 	 Eliminate the Applicant Test used to determine eligibility

for the $30 and one-third disregard. 

o 	 Exclude income tax refunds as income and as a resource when 
determining eli9~bility and benefit amount. 

I. 	 ' o 	 Pay the cost of child care directly to the provider up to . 
the estab~ished ~ocal market rate ceilinq, ~ess a family 
fee. i 

o 	 Provide Transitional Child Care up to 12 months to families 
who become ineligible due to earned income and whose gross 
income does not ~xceed 235 percent of the poverty line. 

I 	 ' 
o 	 Provide case management during the 12 months after 

assistance is terminated due to earned income. 
i 

I 

i 
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fHI "SYLVANIA - P8thwaXS to Independence (cont'ell 
I 

I 
and Food. stamps I 

o 	 Eliminate the GrJss income Test and determine eligibility
based on the family's net income in relation to the the 

-Gross Income 	Test and determine eliqibilitybasedon the 
family's net incqme in relation to the applicable net 
monthly income l;mit for Food stamps and the state payment 
standard for AFDC. 

- I 
o 	 Replace the current Food stamps deductions with a 

deductionof $200'plus 30 percent of the remainder for 
participants who Ihave had earned income for two consecutive 
months. 

I ' 	 , 
o 	 Exclude the equi~y value of one vehicle up to $7,500 when 

determining the faaily's countable resources. 
I 	 ' , 

o 	 Exclude as a resource funds up to $10,000 deposited into 
retirements accounts sucb as lRAs, KEOUGHS, and 401K plans.

I 

, 


o 	 Exclude as a resource funds deposited into savings accounts 
to be established for each household member for educational 
purposes. 

I 
o 	 Increase the resource limit for applicants to $2,.000 until 

the third consecftive month in which the family has earnings
from employment,: after which they may accumulate resources 
up to $5,000. 

stamps onl~ i 	 ' 
o 	 Add the cash equivalent of the family's Food stamp allotment 

to the AFDC pa~ent to create a single cash payment for 
participants who have had two consecutive months of earned 

• I 	 ,

1ncome. I 
I 
I 

'0 Exempt the $50 ~hild support pass-through as income when 
determininq the iamount of the Food Stamp benefit. 

o 	 Allow participa~t households to remain as separate Food 
stamp households from individuals or groups who move into 
the home and would ordinarily be required to be included in 
the household fqr eligibility determination purposes. 

t,;!disrSlid 

Provide Extended Medical Coveraqe for up to 12 months when 
assistance is terminated due to income from child support. 

-0 



M~R-30-1994 18:49 FROM TO 	 94567028 P.15 

, 

! 
~mSYLVANIA - Pathways to Independence (cont'd) 

o 	 Provide Extende4 Medical Coverage for up to 12 months to 
families whose assistance is terminated due to earned income 
as lonq as their! income does not exceed 235 percent of the 
poverty line. i 

I 

8t itU. 

A~ ?lication received 'February 23, 1994. 
I 
I 

Planned implementatio~ date is October 1, 1994. 
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i 
I 

~ CONSIN - AFDC Benefit Cap (ABC) Demonstration proiect 
I 

De: cription 

o 	 The project willibe conducted Statewide except that it will 
exclude teen parent cases subject to the Parental and Family
Responsibility demonstration (which has similar provisions). 

o 	 No incremental p~yment will be added to the qrant when an 
additional childiis born to an "ongoing- case when the birth 
occurs more than 110 months after the effective date of 
project implementation or application for assistance. An 
"ongoing" case i~ any case that has been closecl less then 6 
continuous month. within the last 16 months;, 

Exceptions will b,e made when verification is provicled that 
the child was conceived as a result of incest or rape, or 
has been placed 1;n the care of a non-legally responsible
relative. ! 

i 
I 

o 	 Apply a variety o'f techniques to increase awareness and 
availability of family planning resources among AFDC 
applicants and repipients. 

i, 
st; tus 

i
APl -lication received February g, 1994 

Prj -posed implementatiob period: January 1, 1995 through December 
31 1999. I 
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I •
HlSCQNSIN - AFDC Benefl.t cap (ABC) Demonstration project 

i 

DEscription I 
I 

o 	 The project will be conducted statewide except that it will 
exclude teen par;entcases subject to the Parental and Family
Responsibility ~emonstration (which has similar provisions). 

o 	 No incremental payment will be added to the grant when an 
additional child is born to an "ongoing" case when the birth 
occurs more than 10 months after the effective date of 
project implementation or application tor assistance. An 
"onqoinq" case ~s any case that has been closed less then 6 
continuous mont~s within the last 16 months; 

EXceptions will ibe made when verification is provided that 
the child was c~nceived as a result of incest or rape, or 
has been placed lin the care of a non-legally responsible
relative. i 

I 

o 	 Apply a variety lot techniques to increase awareness and 
availability of [family planninq resources amon9 AFDC 
applicants and ~ecipients. . 

I 
S1atus 	 : I i 

I 
;A] plication received !February 9, 1994 

I 

I 


PJoposed implementat~on period: January 1, 1995 through December 
3:, 1999. 
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I
!SUMMARY OF NEGOTIATIONS 
I 

IThe HCFA/NGA negotia~ions to improve the Medicaid program helped 
to clarify States' concerns and to assist HCFA in developing
policies to meet States'needs. This paper summarizes the 
results of these discussions by topic area. Also, those issues 
which were resolved during the negotiations process are 
identified, and actiqn steps on issues needing further evaluation 
are described. ' , 

I 

I 

The NGA recommendati~ns on donations, taxes, and disproportionate 
share hospital payments were handled on a different track. 

I 

i 
I 

. i 
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1. 	 EPSDT 

NGA Proposals: 

A-24 	EPSDT - Service:Flexihility - Give states flexibility and 
reduce their fiscal exposure by making optional some of the 
more expansive ;egulatory interpretations of EPSDT that 
require States to provide services n~t covered by their 
Medicaid State plans. 

I 

i
L-12 	EPSDT - Scope of Services - Allow States to specify the extent 

to which States1can limit the scope of Medicaid reimbursed 
services covered asa result of EPSDT screens. 

HCFA 	 Response: 

Recommendations!A-24 and L-12 reflect States' concerns 
regarding the degree of State flexibility in the EPSDT 
program. The discussion focused on the level of State 
flexibility allqwed in the current NPRM and in interim policy
until regulations are published. (The NPRM is currently under 
review at OMB.) 

, 
: 

Discussions with the NGA concluded that some of the States' 
concerns may have been based on lack of information on the 
degree of flexiqility States currently have in implementing 
their EPSDT programs. To deal with NGA~ecommendation A-24, 
the Medicaid Bureau issued an All-States letter on May 24, 
1993. This letter emphasized the flexibility States have in 
applying medical necessity criteria, including the use of cost 
comparisons of alternative forms of treatment, to determine 
the scope of services provided under the EPSDT program. 

Even with this policy clarification, States expressed the 
desire to limit:the scope of Medicaid services even further, 
perhaps limiting EPSDT services to only those covered in their 
State plan. This would require legislative changes as 
outlined in recommenda~ion L-12. HCFA cannot support this 
legislative proposal. 

We understand that States feel that an obligation to pay for 
all medically necessary treatment services for children can 
place them in a budgetary dilemma whereby they may have to . 
forego coverage of some optional Medicaid services or 
populations. Nevertheless, we believe that in matters 
concerning EPSDT, as well as other statutorily required 
services, the F~deral government has a role in assuring that 
those required services are covered. To change the law to 
make optional the provision of necessary treatment services 
for children would not be consistent with our child health 
objectives. i 

I 

4 
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NGA Proposals: 

A-25 	EPSDT - Screeni~g Rates - In order to meet the goal of 
having 80 percent of EPSDT beneficiaries screened, HCFA must 
remove the barriers which limit the use of schools as a 
place for screening.

I 

A-26 	 EPSDT - Free Care Policy - Current HCFA policy prohibits 
reimbursement for services when those services are otherwise 
provided free to the public. This policy will limit the 
ability of state:sto establish Medicaid reimbursable EPSDT 
screening programs in schools since the schools give free 

Icare. 	 I 

HCFA 	 Response: 

In the discussion of school-based services (NGA 
recommendations A-25 and A-26), the Medicaid Bureau further 
reinforced its s~pport of school-based programs and 
described its wo~k on removing barriers, to the extent that 
the law permits,! in the development of school-based 
programs. The Medicaid Bureau indicated that it will work 
to develop a free-care policy with the goal of excluding
schools from any, restrictions, if permitted under present 
law. Both the N~A and the Medicaid Bureau concluded that 
legislation may ~e needed to permit such an exception. 

I,
The Medicaid Bureau is currently working with the Office of 
General Counsel to develop these policies. When the HCFA 
approach is form~lated at the staff level, we will discuss 
the approach with the Public Health Service before the HCFA 
Administrator receives a final recommendation. We will 
strive to clarify the policy for States by the end of August 
1993. : 

i
i 

. 
I 

.. 
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I
2. 	 AUDITS AND DISALLOWANCES 

I 

NGA Proposals: 
I 
i 
: 

A-21 	Audits and Disallowances - Refocus Audit Efforts - HCFA 
should refocus jjts audit efforts on areas of substantial 
costs and poten~ial abuse. The current emphasis ,i~ on 
technical audit iexceptions that become extremely tfme 
consuming and cqstly for states. HCFA should be prohibited 
from its practiqe of penalizing States for violations that 
have no direct harm to patients. ' 

I 
L-9 	 Technical Disall10wances - Enact Federal legislation to 

prohibit Federal disallowances for minor technical 
noncompliance iS,sues or infractions that do not involve any
serious allegations of harm to patients. 

HCFA 	 Response: 

We share'the States' concern that the size of a disallowance 
often seems out ;of proportion to the significance of the 
State violation.1 This occurs because HCFA is ,charged with 
ensuring State compliance, and has no choice but to 
disallow all Federal funding related to a violation. The 
Departmental Appeals Board (DAB) likewis~ must sustain or 
reverse the disallowance in its entirety, on appeal. 

We do not agree,: however, that penalties should be limited 
. only to violations that directly harm patients. The Federal 

government couldl
, 
not responsibly oversee the Medicaid 

program if it lapked the threat of disallowances for such 
violations as un~uthorized or inappropriate payments. In 
addition, as HCF", has pOinted out in meetings with NGA 
representatives,' hardly any actual disallowances are imposed
for violations where harm to patients is, or even can be, 
documented by Feperal staff reviewing State agency financial 
records. : 

I 
Proposals for disallowances proportional to the seriousness 
of the violation! are being considered by Congress as part of 
this year's budg~t reconciliation process. While in 
prinCiple, HCFA could support such a legislative proposal, 
these proposals are'seriously. flawed. They inadvertently,
compromise beneficiary protections. They would have the 
Secretary and DAB share elements of rule-making and 
interpreting authority. Also, these bills would require the 
Federal government to pay for things for which Congress has 
not authorized funds. 

Finally, we woul~ also support a legislative change 
requiring HCFA tp pay interest on reversed disallowances 
where we, not the State, held the funds during the appeal 
process. We have long believed this to be an appropriate 
corollary to the existing statutory requirement that States 

6 
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I 

pay us interest:on sustained disallowances that the State 
held during the;appeal. We would also support a provision 
prohibiting disallowance of claims filed by a State more 
than three years prior to the initiation of the Federal 
financial review or audit except in cases of fraud and 
abuse. A legislative proposal including similar provisions 
was discussed on the Hill last year, and the NGA will 
explore reviving it this session. 

II . 
, 
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I 

3. TRANSFE~ OF ASSETS AND MEDICAID QUALIFYING TRUSTS (MOTs) 

NGA Proposal: 
i 

'A-30 	Transfer of Ass~ts - The Secretary should undertake a 
national study of the potential of the TEFRA lien and 
transfer of assets issue in general. This would allow for 
the development, of federal policy that States could 
implement to identify an obvious attempt to· transfer· assets 
in order to gainI eligibility for long-term care benefits 
under Medicaid.! 

L-18 Transfer of Assets'- Tighten the transfer of assets statutes 
I 

so that individuals would be penalized for transferring 
income, resources, and even the right to receive income and 
resources. Individuals who make disqualifying transfers 
should be ineligible for all Medicaid covered services and 
would remain ineligible until they incur the liability or 
pay for servipes themselves, in an amount equal to the 
amount they transferred away. Penalty periods should be 
imposed consecu~ively, not concurrently, for multiple 
transfers. 

HCFA Response: 

Three separate studies of this issue are currently in the 
planning stages~ One study will be conducted by the General 
Accounting Offige (GAO), one by the Office of the Inspector 
General (OIG), ~nd one by HCFA'sOffice of Research and 
Demonstrations (ORO). HCFA continues to support these 
efforts and will share information with the NGA, as soon as 
data are available. It is anticipated that the GAO study 
will be completed in July 1995. ORO's study will begin in 
August 1993 and:will be completed within 6 months. OIG's 
study is also at the starting· point and will be completed 
within the next '6 months. It was agreed during the April 6, 
1993 meeting with the NGA that an additional study is not 
necessary.· . I 

I 

Regulations are!under development to close as many loopholes 
as possible under current law. The draft rule on transfers 
of assets interprets the statute as stringently as it can to 
catch the ever evolving devices d~veloped by estate 
planners. Additionally, the administration's budget package 
for FY 1994 contains proposals to further tighten transfer 
of assets laws. ;,In addition, proposals along these lines 
are being considered by Congress for inclusion in the 
omnibus budget ~ackage for FY 1994. 

As with Medicaid Qualifying Trusts (described below at 
L-13), non-poor 'persons can exploit loopholes in the law and 
give away assets to artificially impoverish themselves and 
get Medicaid to ,pay the long-term care costs rather than 
paying for it tnemselves. Such transfers continue to occur 

I 

I 
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despite the enactment of major legislation intended to stop
them in 1980, 1982, and 1988, and despite HCFA's attempts to 
interpret the st;,atute as stringently as possible, loopholes 
remain. 

As with MQTs, the practice of transferring assets to qualify 
for Medicaid, a program that is both means-tested and the 
primary public payer of long-term care services, underscores 
the need for increased discussion about how this Country: 
should finance long-term care services. The 
Administration's position on these issues is under 
development. 

NGA Proposal: 
iL-13 	Medicaid Qualifying Trusts - Federal requirements on 

Medicaid qualifying trusts are too liberal. As a result, 
individuals who have sufficient resources to ,pay for some or 
all of their long-term care are able to shield income and 
resources from t;.he eligibility process. 

, HCFA Response: 

In response to the concern that Medicaid would be less able 
to serve the truly poor if public funds were diverted to the 
artificially poor, Congress enacted a provision in 1986 to 
restrict eligibility for persons with MOTs. States have 
received HCFA gqidance while the MOT regulation is under 
development. The current draft interprets the statute as 
stringently as ft can (and more stringently than already 
published guidelines), prohibiting many of these trust 
arrangements. ~he HCFA regulation under development would' 
address many of lthe trust arrangements and related concerns 
addressed by Sta'te legislative activities. We will work to 
expedite publica:tion of proposed and final regulations.' 
However, statuto:ry loopholes remain. ' 

i 
1 	 • 

Additionally, the Administration's budget package for FY 
1994 cc;mtains proposals to furt~er tighten transfer of 
assets laws. Finally, proposals along these lines are being 
considered by Congress ,for inclusion in the Omnibus budget 
package for FY 1994. 

I
Use of MQTs and other Medicaid estate planning activities 
appears to have increased in recent years. States and 
others are concerned that individuals who use these 
techniques are s~ifting a high proportion of long-term care 
costs that should be paid out of pocket (e.g., costs of 
nursing home car~) to the Medicaid program. 

Accordingly, the l current regulatory revisions of regulations 
on transfer of assets and MQTs are being held pending , 
developments in Congress that may further strengthen States' 
capacity to close or limit loopholes in the current statute 
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that have proven open to abuse. A revised regulatory 
timetable will be developed once Congressional action is) completed., 

\ 

\ 
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'. 	 4. PRESCRIPTION DRUGS 

NGA Proposal: 

A-33 	Prescription Drug Program - Prior Authorization - Assure 
that ,States maY,still use prior authorization as a cost 
containment mechanism for prescription drugs. This can be 
accomplished by giving States the authority to expand the 
list of drugs subject to restriction under section 
1927(d)(2) of OBRA 90. States should also be allowed to 
make prior authorization decisions based on the cost of the 
drug. ;

I 

HCFA 	 Response: I 

I 
Neither OBRA 90) nor instructional material we have issued 
subsequent to the law, preclude the use of the cost of the 
drug from being;considered in deciding whether the drug 
should be on a list to be prior authorized. When a State.is 
making a decision to grant an authorization for a drug, it 
is permissible for the State to consider whether a 
substitute drug:could meet the medical necessity test, yet 
be furnished more cheaply. We believe that a proper prior 
authorization system can also serve as a cost containment 
mechanism for the States' Medicaid prescription drug 
programs. 

We note that the President's 94 budget proposes to lift the 
prohibition on a formulary. In this event, we assume States 
would be free to restrict or exclude the coverage of a 
specific drug or class of drugs in the same manner as before 
the passage of OBRA 90. 

NGA Proposal: I 

A-34 	Prescription Drug Program - New Drugs - Assure that the 
definition of "new drugs" in the Medicaid program is 
assigned only' to drugs. that are new chemical or molecular 
entities. ' 

i • 
, 

L-23 	New Drugs - States should not be required to cover new drugs 
in their prescri~ption drug programs beyond those normally 
covered under 13'96(r-8) (d) (2). [This reference is 
confusing; sectfon 1927(d)(2) is the list of permissible 
restrictions, and States are allowed to exclude new drugs if 
they fall within one of the listed categories.] 

HCFA 	 Response: 

We agree with NGA's recommendation. The interim final 
regulation (currently in Departmental clearance) resolves 
the issue of the definition of new drugs. Additionally, the 
issue becomes moot if the Congress adopts the President's FY 
1994 legislative; proposal to permit States to use closed 

11 
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formularies. 

NGA Proposal: 

L-22 Prescription Drugs - Formularies - Repeal the OSRA '90 
statutory provisions that prohibit States from using 
formularies in the management of their Medicaid programs. 

i 
'HCFA Response: 

The President's IFY 1994 budget proposes to allow States to 
remove the proh1:.bition on State use of formularies. 

12 
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S. 	 NURSING FACILITIES / NURSE AIDE TRAINING / PASARR 

NGA Proposal: 
I 

A-29 	Enforcement Regulations for Nur,sing Facilities - The 
proposed enforc,ement regulations to implement the statute 
are unrealistic. They put the States at risk of loss of 
funds for circumstances beyond their control and promote an 
adversarial relationship between surveyors and providers 
that will be a barrier to the improvement of care. 

A-32 	Survey and Certification - Long Term Care (LTC) Process -The 
survey and certlfication process has become overly long and 
cumbersome for State agencies. As a result, deficiencies 
are not being identified adequately. 

L-IS 	OBRA 87 Enforcement - The enforcement statute of OBRA 87 
defines deficie:ncies too broadly. Each deficiency, no 
matter how minor, requires a remedy. The determination of 
deficiencies re~uires some form of scope and severity index 
to assure that limited' State resources are directed to the 
enforcement of the most egregious deficiencies. 

HCFA 	 Response: 
i 

In response to ~tems A-29, A-32, and L-1S, HCFA and the NGA 
agreed to revitalize the Institutional Long-term Care 

ITechnical Advisory Group (TAG) to consider a variety of 
survey, certification, and enforcement issues and other 
issues in both nursing homes and ICFs/MR. A more detailed 
summary of NGA and HCFA discussions on some of these issues 
is presented be~ow.' ~ 

, 
The TAG will consider what relief may be provided via 
regulation or other guidance and what statutory changes may 
be needed. Membership of the TAG will be comprised of HCFA 
representatives, five state Medicaid representatives, and 
five survey and, certif·:ication representatives. The TAG will 
draw on expertise from other agencies as needed. Should 
legislative solutions be proposed by the TAG, policy 
guidance would be needed to ascertain whether HCFA would 
advance these proposals. 

In discussions with HCFA, States explained their concern 
about the absence of final survey, certification, and 
enforcement regulations. States indicated that theabs~nce 
of such regulations created difficulties in establishing
consistent survey, 'certification, and enforcement practices 
and subjected States to disallowances. Also, States believe 
that such disallowances absent regulation are unreasonable ..and unfair. Additionally, States are concerned that absent 
final regulations, they are vulnerable to lawsuits regarding
implementation of the interim 'nursing home survey process. 

13 
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In response to recommendation A-29, negotiations with NGA 
have clarified States' concern that statutory requirements 
place States at financial risk for Federal dollars received 
should Medicaid nursing facilities fail to correct 
deficiencies during a period of correction. States believe 
it is unreasonable to hold States responsible/for 
circumstances they assert are beyond their control. 

With respect to:a variety of survey,' certification, and 
enforcement issues, HCFA's Health Standards and Quality 
Bureau (HSQB) indicated that it will soon issue policy 
guidance to States and HCFA regional offices that 
consolidates a series of Questions and Answers developed in 
the past by HSQB. In addition, both States and HCFA agreed 
that the issuance of final survey, certification, and 
enforcement 'regqlations should be a top priority and to not 
engage in any activities that could slow the promulgation of 
this regulation. 

HCFA and the NGA agreed to convene a work group in June and 
July '93 to further discuss provisions in the proposed 
survey, certification, and enforcement regulation to 
identify where administrati·ve flexibility exists and when 
requirements are established due to statutory provisions. 

The first meeting ot this work group was convened on June 
26, 1993. In this meeting, States expressed concern about 
the statutory provision that requires a reduction in Federal 
payment of admin:istrative costs should a State's survey 
performance be found to be substandard. 

With respect to 'recommendation A-32, States also indicated 
that the required survey documentation is excessive and 
proposed an alternative option. Under the States' survey 
approach, "good ;facilities" would be' subject to an 
abbreviated survey and monitoring process. 

During this work: group. meeting (and earlier NGA/HCFA 
negogiations), HCFA reported on various internal and 
external eyaluations of the survey process that are 
presently underway. These evaluations are expected to be 
helpful in assessing areas in need of improvement in the 
survey process. : HCFA will share the results of these 
evaluations with' State representatives and discuss how 
needed improvements may be realized. 

During the June 26 meeting, with respect to recommendation 
L-15, States exp~essed concern that determinations of 
deficiencies are' inconsistent. In addition, they were 
concerned about the lack of criteria that could be used to 
determine which penalties should be imposed as a result 
certain deficiencies. Standardization of the survey process 
and the use of criteria concerning the imposition of 
penalties would promote consistency in survey, 

14 



DRAFT: July 23, 1993, 


certification, and enforcement. 


States suggeste~ using some standard measure of scope and 
severity to determine deficiencies and penalties. In 
addition, States

I 
suggested the use of a total quality

I
management program in the survey process. In response, HCFA 
reported on the ;progress of surveyor training designed to 
promote consistency in the survey process and determination 
of deficiencies. 

HCFA and the NGA agreed that face-to-face meetings over the 
next few weeks w.ould be productive in assessing the extent 
to which consist'ency may be promoted. In addition, 
discussions concerning the proposed survey, certification, 
and enforcement regulation would clarify available 
administrative discretion to promote consistent use of 
penalties as well as any difficulties in establishing a 
workable process to impose penalties for certain 
deficiencies. ' 

NGA Proposal: 

L-14 	Nurse Aide Training - The current nurse aide training 
statute disqualifies a facility from giving training for 2 
years if the facility has any deficiency. This is too tight 
a restriction and creates a real burden in rural areas. The 
limitation on training should be imposed only if the 
deficiency relates to quality of care. 

HCFA 	 Response: 

States expressed concern that current prohibitions on the 
approval of nurse aide training programs were too 
restrictive and created a shortage of trained nurse aides in 
rural areas. States expressed concern that the FY 94 Energy 
an~ Commerce pro~ision on nurse aide training fails in its 
attempts to limit. the prohibition on the approval of nurse 
aide training pro:grams.. HCFA agreed and noted that HCFA 
staff had develop:ed alternative language that would limit , 
this prohibition. HCFA expects to issue the policy revision 
by July 1993. I 

HCFA and the NGA agree that the revitalized Institutional 
Long-Term Care TAG could examine the prohibitions on 
~pproval of nurse aide training programs. Issues to be 
considered include how such.prohibitions could be limited, 
and to what extent rural nursing homes could be provided 
relief from these: requirements. Consideration would be 
given as to how to effect changes via guidance, regulation, 
and/or legislativ~ proposals. 

The revitalized Institutional TAG is expected to initially 
meet in Summer '93 and subsequently thereafter to discuss 
these and other issues. 
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NGA Proposal: 

L-16 	PASARR - The PASARR statute should be rewritten to give 
States the flexibility, at the discretion of the Secretary, 
to establish more cost efficient preadmission screening and 
resident review: p'rocedures. 

HCFA 	 Response: 

States expressed concern about the utility and cost 
effectiveness of the, preadmission screening and annual 
resident review, (PASARR) requirements applied to mentally 
ill or mentally retarded individuals residing in or applying 
to nursing facilities. 

, 

HCFA and the NGA agreed that further discussion is needed 
between HCFA, NGA, and representatives in the Department of 
HHS. Some HHS staff would like to see certain PASARR 
provisions expanded to other groups (e.g., non-elderly 
disabled). It was agreed that a group consisting of these 
interested parties will meet to evaluate the utility, cost~ 
effectiveness, and expanded application of PASARR 
requirements. Further, this group will determine what 
desired changes :could be achieved under current law and 
those that would require statutory modification. HCFA and 
the NGA agreed to defer resolution of this' issue until this 
group completes 'its review. ,The group is scheduled to hold 
its first meeting August 3, 1993. 

I 

Should legisla,tive changes be recommended, policy guidance
would be needed as to whether HCFA and the Department should 
pursue such changes. 
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6. 	 MEDICAID PROGRAM REPORTING REQUIREMENTS 

NGA Proposal: 

A-1S 	Medicaid Program Reporting Requirements - HCFA must reduce 
its reporting r~quirements for States beyond those of the· 
HCFA Form 37. Specifically, 

I 

lSa. 	Eliminate reporting related to specific reimbursement rates 

HCFA 	 Response: ' 

This form was m~ndated by OMS as an outgrowth of the Budget 
Estimating Initiative (BEl) to track changes in 
reimbursement rates for some common procedures. States have 
had problems capturing the information and we have not 
specifically used the information. We would agree to 
eliminate the form and discussed this with the BFM-TAG at 
the meeting in Baltimore on June 28 and June 29. The BFM
TAG members also agreed that the form was very labor 
intensive and did not provide comparable data across States. 
They also agreed that the form should be eliminated. We 
will propose eliminating the form to OMS. 

lSb. 	Eliminate the "survey" reporting requirements related to DSH 
adjustments to hospital rates (HCFA Form 37.13) 

HCFA 	 Response: 

We have substantially revised this form to eliminate much of 
the data being required and will reqQire States to only 
report the minimal info~tion necessary to monitor the 
various limits imposed by the D&T and DSH regulations. 
These revised forms and instructions have been distributed 
to the BFM-TAG ~embers and the ROs. for review and comment. 
The forms were discussed at the BFM-TAG meeting and the BFM
TAG agreed with'the modifications noting that HCFA needed 
this basic information-to monitor implementation of the 
various limits and caps In the law. 

lSc. 	Eliminate all ort-line submission of narrative data 

HCFA 	 Response: 

We cannot agreeito this proposal. Given the volume of 
information we receive, the tight timeframes for the budget 
and grant award:process, and the limited staff resources, we 
are unable to accept manual submission of data and 
information. We sampled several States (including those 
which submit the most detailed budget submissions) and most 
of these States·take only about 1.5 to 2.5 hours to submit 

. the entire budget package on-line. We believe that this 
amount of effort, only once every quarter, is not an undue 
burden on the States. We would be willing to work with 
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individual States on specific problems that are identified. 

The NGA acknowledges HCFA's position and agreed to help 
identify States 'that m,any require assistance. During the, 
BFM-TAG meeting, we initially identified four States which 
needed assistance and we have scheduled trips to Georgia, 
Arizona, South Carolina, and Washington. 

l8d. 	Accept narrativ. data in a format consistent with a State's 
budgeting process

I 

i 


HCFA 	 Response: 

We cannot agree :to this proposal. One of the main problems 
that was identi~ied during the BEl is that we did not have 
any consistency in our budgeting information. Thus, working 
with the State TAG representatives and the national 
organizations, we were able to develop a budget reporting 
process and format that is consistent with the 'best Medicaid 
budgeting practices in the States. We believe that to 
accept narrative information and data on a State specific 
basis, inconsistent with the national format, would·be a 
significant step backwards in this process of improving the 
overall Medicaid budget estimates. 

The NGA acknowledged HCFA's position. 

l8e. 	Eliminate on-line 
, 

HCFA-37 submission until such time as HCFA 
is able to install computer systems with reliable and 
responsive software 

HCFA 	 Response: 

We cannot agree Ito this proposal. Given the vast amount of 
information we are processing, and the intense scrutiny and 
use of this information by all types of users, we cannot 
possibly move back to a manual paper submission of 
information--eve,n for some States. We could not meet any of 
our deadlines or information requests if we had to process 
everything manually. While we acknowledge that, at any 
given point in time, there may be problems with an 
individual State using the system (given the size of the 
system and the size of the data base involved), we have 
provided on-site training to all the States and the ROs. We 
have gone on-site to States with specific problems and 
worked with the~ individually, and will continue to do this 
whenever specific problems are identified. Also, during the 
2 weeks prior to, and the 2 weeks after, the deadline for 
any submission, :central office staff, the ROs, contractor 
staff, and the HCFA Data Center staff are on-call to 
immediately address any problem that arises. Overall, we 
believe the syst,em is responsive and reliable, given the 
magnitude of the system itself. We, of course, are always 
open to specific suggestions for improvements and we 
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discussed this at the BFM-TAG meeting. We are looking into 
several suggest~ons made by the BFM-TAG and we have also 
scheduled four on-site State visits to assist States with 
systems problems they are encountering. 

The NGA acknowledged HCFA's position. 
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7. 	 STATE PLAN AMENDMENTS (SPAs) 

NGA Proposals: 

A-l7 	Regional Differences - Establish procedures that would 
result in more regional uniformity in the approval of plan 
amendments and waivers. Currently, differences among 
regional offices result in substantive differences among
State programs. 

A-36 	State Plan Amendment Approvals - Expedite final approval for 
all State plan modification requests no more than 90 days 
from the date of request, including time required for 
request for clarification or required analysis. 

A-37 	State Plan Amendment Approval Process - HCFA should be given 
one opportunity:to identify all deficiencies in a SPA and 
then should be allowed only to consider the deficiencies 
once the State ~esponds. HCFA currently has a process by 
which the entire plan amendment is reviewed at each 
submission, and items which may not have been identified as 
deficiencies in earlier submittals may be so identified 
later in the process. 

A-38 	State Plan Amendments - Other States Experience 
Presumptively approve any SPA modeled after any SPA having 
already received approval by HCFA and actively assist States 
in identifying and preparing such amendments. 

HCFA 	 Response: 

In response to NGA recommendations A-36 and A-37, HCFA 
explained that current law provides for two 90-day time 
periods for HCFA'to review SPAs. Given resource constraints 
it is not possible for HCFA to process all SPAs'within one 
90-day period. However, HCFA central and HCFA regional 
offices will work as closely as possible with States to 
resolve problema~ic issues in amendments, either prior to 
submission or during the first 90-day timeframe. 

To improve the overall SPA process, HCFA will improve 
communications witn States to minimize the need for, and the 
length of, formal requests. of additional information. HCFA 
is committed to:: 

making increased use of' early informal consultation to 
review new State proposals and to resolve issues on 
SPAs und~r review; 

accepting information on SPAs in facsimile form; 

continuing to work with States to develop draft 
submissions of SPAs in an effort to assist States prior 
to formal submission of SPA proposals; and 
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conducting conference calls with HCFA regional offices 
and States ,to resolve issues prior to formal submission 
of SPAs. '. 

Additionally, HCFA will continue to improve its technical 
assistance to States by: 

providing technical assistance during SPA development 
so that issues can be resolved prior to submission of 
the request; 

providing training to regional and central office staff 
to ensure a'consistent approach to SPAs. These 
training sessions will be conducted during the 
regularly s~heduled bi-weekly conference calls with 
regional offices and in special training sessions on 
issues where States have specific concerns or program
needs. 

In response to recommendation A-17 to improve consistency in 
SPAs approval nationwide, States agreed to inform their 
associated HCFA regional offices when an SPA is modelled 
after another St~te'sapproved plan. When one HCFA regional 
office learns that another regional office has approved a 
plan amendment containing the same substance as the one 
under consideration, the regional office will either approve 
the submission or, if in disagreement, will raise the issue 
to the central office for resolution. This will help to 
improve consistency in the approval process across all 
regions. 

With regard to presumptive approval of SPAs modelled after 
another State's program, (NGA recommendation A-38), it was 
agreed that States working jOintly with the regions would 
help to expedite the approval of these types of State 
programs. '. Using this approach, it is HCFA I S intent to 
improve interregional consistency on State plan approvals. 
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8. 	 ELIGIBILITY ISSUES 

NGA Proposals: 

L-I0 	Eligibility Categories - Simplify eligibility by collapsing 
existing categories and optional groups where appropriate. The 
great number of: eligibility categories is administratively 
complex and leads to worker errors in which individuals are 
inappropriately found ineligible and services are denied. 

L-ll 	Pregnant Women and Children - Modify the Medicaid statute so 
that a State that. chooses the option to provide benefits in 
excess of 133% of poverty for pregnant women and infants may, 
for its own policy reasons, reduce the percentage to some other 
level, but not less than the mandated 133%. 

HCFA 	 Response: 

These proposals; should be deferred within the broader context 
of health care reform and other program simplification efforts. 
Although advanced originally as an administrative 
simplification, collapsing groups into a single group requires 
a decision regarding eligibility criteria for the new group. 
If those criteria are below the highest among all the previous 
levels of the collapsed groups, then some people will lose 
eligibility. Alternatively, if the new criteria are set at the 
highest among the previous levels, then Medicaid eligible 
caseloads and spending would increase. The NGA and HCFA both 
agreed that this laudatory goal of achieving administrative 
simplicity could only be achieved at additional cost. 

States may set eligibility income levels for pregriant women and 
infants within the statutory range of 133% to 185% of poverty. 
However, those States that had chosen a level higher than 133% 
as of December 19, 1989, cannot lower it. This proposal would 
allow those States to reduce income levels to 133% of poverty. 
Additionally, States were interested in making marginal changes 
in eligibility in order to limit the coverage of certain 
population groups. 

At a time when we are developing a health reform proposal to 
expand coverage ,to the uninsured, we cannot support a proposal 
which may resul~ in creating a larger pool of uninsured 
individuals. 
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9.' 	OBSTETRIC AND PEDIATRIC (OB/PED) STATE PLAN AMENDMENTS 

NGA Proposal: 

A-31 	State Plan Amendments; Obstetric arid Pediatric Services 
Access; and, th~ Omnibus Budget Reconciliation Act of 1989 
Regulations - The standards identified for annual assurance 
that a State's ra~es for obstetric and pediatric services 
are adequate to provide access to care are difficult and 
costly to meet. HeFA requires data that States do'not have 
uniformly available. Alternative criteria should be 
developed for States to use in demonstrating access. 

I 

L-25 	Repeal the annual reporting requirements for OB and 
Pediatric care. 

HCFA 	 Response: 

HeFA has been searching for alternative methods for States 
to use in documenting access to OB/PED care. Given that the 
measurement of recipient access to OB/PED care is extremely
complex,' and given that the statutory requirements focus 
solely on payment rates, it is difficult to devise other 
adequate methods of documenting access without imposing an 
additional burden on the States. HeFA welcomes suggestions
and is willing to work with the States on the development of 
alternative standards. 

HeFA has initiated a contract with the NGA to develop 
alternative methods t'or States to document access to OB/PED 
services. Such methods must be feasible for States to 
implement on a yearly basis, as required by current statute. 
They must also provide for consistency across the States and 
accurately measure access to care while remaining within the 
parameters of the current statute, which links access to 
OB/PED services to payment rates. Under this contract, NGA 
may also consider statutory changes that would allow access 
to be measured fn different ways. HeFA and NGA agreed that 
we should await .the.result of this study before taking 
further action o,n A-31 and L-25. 

The NGA has agreed to complete this ,study as soon as 
possible. 
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10. BOREN ISSUES 

NGA Proposals: 

A-23 	Boren Amendment - HCFAhas failed to issue through 
regulations the definition and criteria for adequate 
reimbursement rates under Boren. Without such guidance,
States remain vulnerable to lawsuits based on wide-ranging 
interpretations of the statutory principle by the courts. 
By default, the 'Federal courts are developing criteria 
through case law, and no clear rules appear to be emerging. 
HCFA should define through regulation the terms of the Boren 
amendment, so as to' restore State flexibility in setting 
rates for hospitals and nursing homes without setting a 
minimum reimbursement level. 

L-20 	Boren - Repeal 'the Boren Amendment, remove the word "cost" 
from the statute, or restrict the ability of the Federal 
courts to consider issues concerning Medicaid payment rates. 

HCFA 	 Response: 

We support continued discussions between State and Federal 
representatives to identify problems with the Boren 
Amendment and any legislative or other solutions that would 
provide States with flexibility while ensuring recipient 
access to needed services. In response to the NGA 
recommendation, a work group was convened representing 
States, APWA, NGA, and HCFA to examine policy alternatives. 
This work group will make policy recommendationns to HCFA. 
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11. SUBSTANCE ABUSE TREATMENT 

NGA Proposal: 

A-27 	 Inpatient Services for Treatment of Alcohol or Drug 
Dependency - The Secretary should issue regulations which 
clarify that services provided in any setting solely for the 
treatment of alcohol or drug dependency shall not be 
considered IMD services simply on the basis that they are 
related to drug or alcohol treatment. 

HCFA 	 Response: 

Recently HCFA has made two policy changes which will be 
helpful to States ,in this area. These policies,will provide 
relief from the,IMDexclusion for small substance abuse 
treatment facilities designed to treat pregnant women and 
accommodate their children. When substance abuse treatment 
facilities are established to treat pregnant women, they 
often include beds for children of the women in treatment so 
that these children can remain with their mothers. The 
following policies were developed to facilitate substance 
abuse treatment ,for pregnant women, while keeping families 
intact and assuring children necessary medical treatment. 

• 	 In determining' whether a facility has 16 or fewer beds 
(and thus is not an IMD), HCFA developed a policy where 
it is not necessary to count the beds occupied by 
children if these beds are not designed to be, and are 
not being used as, treatment beds. We advised the 
regions on :June 28, 1993 of this policy change, which 
allows facilities designed to treat up to 16 women, and 
house any number of accompanying children, to avoid the 
IMDpayment exclusion as long as the beds occupied by 
children are not used as treatment beds. 

• 	 Also, children residing in an IMD with their mother 
while she is undergoing treatment will not be 
considered to be patients in the IMD if they are not 
receiving any treatment. For this reason, any covered 
services provided to these children during their 
mother's stay can be reimbursed by Medicaid. This 
policy was sent to the regions on February 17, 1993. 

HCFA has relied on the published International 
Classification of Diseases, which categorizes alcohol and 
drug dependency as mental disorders. HCFA has also looked 
to the nature of the services provided to persons being
treated for alcohol and drug dependency to ascertain if the 
treatment was oriented toward mental health interventions. 
This has caused many residential substance abuse treatment 
programs to be subject to the statutory Medicaid funding 
restrictions which apply to "institutions for mental 
diseases." 
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The pressure on States to use increased Medicaid funding for 
residential substance abuse treatment is completely 
understandable given the increase in demand for such 
services and limits on other sources of Federal funding. 
However, this is an issue which cannot be addressed 
independently by HCFA or even HHS. The funding for 
substance abuse treatment must be considered in the larger 
context of all the other Federal agencies with 
responsibility for issues surrounding substance abuse 
policy. 

HCFA recommends that the issue of changing Medicaid policy 
to expand funding for residential substance abuse treatment 
be referred to the recently formed Inter-Departmental Task 
Force on Substance Abuse. This offers the best approach to 
developing a coordinated response to the demand for 
increased coverage of substance abuse treatment, including 
further evaluation of the role Meqicaid should.play in any 
increased Federal funding of such services. 
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12. PHYSICIAN QUALIFICATIONS 

NGA Proposal: 

'L-21 	Provider Qualifications'- OBRA '90 established minimum 
qualifications for physicians who serve pregnant women and 
children. These provisions are more stringent than other 
requiremen~s for physician participation in the program. 
Either the provisions should be repealed or exemptions 
should be permitted for State~ who are making good faith 
efforts to upgrade the skills,and qualifications of 
physicians participating in the program. Implementing these 
provisions may have the unintended effect of reducing access 
to clients. ' 

HCFA 	 Response: 

We agree with NGA'S concern~ about retaining adequate 
access. For this reason, we have used the Secretarial 
certification provisions of this legislation to provide for 
a "grace period," during which any licensed physician is 
considered certified and can provide covered services to 
pregnant women and children. The grace' period extends until 
December 31, 1994. 

In the preamble of the proposed regulation, we are 
specifically soliciting comments on the feasibility of 
providing blanket Secretarial certification of selected 
categories of physicians. The preamble also requests 
comments on other categories of physicians that might be 
recommended for blanketqertification. For example, States 
have expressed an interest in the certification of certain 
providers not included specifically in the statute. These 
providers may include: internists, doctors of osteopathy, 
physicians (regardless of specialty or board certification 
status performing a service not usually related to childhood 
illness or pregnancy), physicians board-eligible in 
obstetrics or family practice,'physician residents and 
recent medical graduates~ etc. We are asking commenters to 
provide a rationale for including such groups as qualified 
providers. 

The preamble of the regulation also asks commenters to 
advise us of situations where this regulation might 
adversely affect access to care. In addition, we have asked 
for specific reasons or barriers that prevent certain groups 
of physicians from meeting any of the criteria specified in 
the law. 
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13. QUALIPIED MEDICARE BENEPICIARIES (QNSS) 

,NGA 	 Proposal: 

L-24 	Repeal the QMB program - This program rightly belongs to 

Medicare and should have a full Federal solution. 


'HCPA Response: 

The fundamenta'l issue here is whether 'QMBs are more like 
Medicaid recipients, defined by their poverty and 
therefore a joint Federal-State responsibility, or more 
like Medicare beneficiaries, entitled to a uniform and 
fully Federally funded and administered set of benefits. 
NGA argues that OMBs fall into the Medicare, not Medicaid,
orbit. 	 

'Since 1989, States have been required by law to pay 
Medicare cost-sharing (premiums, deductibles, coinsurance) 
,for all persons entitled to Medicare and with very low 
incomes and resources. From 1965 to 1989, States elected 
to pay Medicare cost-sharing for virtually all persons 
entitled to both Medicare and "regular" Medicaid. They 
did so because, Medicare Part S premiums, which are heavily 
subsidized by Federal general revenues, made it a better 
"buy" for the States than if they paid directly for the 
same benefits. The change legislated in 1989 mandated 
what had previously been a State option. More 
significantly to States, it expanded coverage and payment 
of Medicare Part A premiums and the numbers of people for 
whom State payments for Medicare cost-sharing (but not 
"regular" Medicaid) are required. It is not clear whether 
the NGA proposal encompasses all persons for whom they pay 
Medicare cost-sharing or just those who are poor enough to 
qualify for Medicare cost-sharing only, but not poor 
enough to also qualify for "regular" Medicaid. 

Making the OMS program into a full Fed~ral program would 
shift its costs from the States to the Federal government, 
with no expansion of the benefit. Costs,would consist of 
the current State share plus an additional amount to 
establish a single, national payment level for deductibles 
and coinsurance (presumably at the full Medicare amount). 
Federal administrative costs and personnel requirements 
would also increase if all eligibility and other functions 
were shifted to the Federal government. An alternative 
State position is for the Federal government to provide 
100% FFP for the Medicaid cost' sharing and administrative 
costs for OMSs. 

We support, in principle, the concept of federalizing the 
OMB program, but we have a budgetary problem with it. 
Therefore, it is a matter of coming up with the additional 
Federal funds necessary to convert the program into a full 
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Federal program. Given the current budgetary climate at the 
Federal level, we do not see this as a very likely 
possibility. We will consider this within the framework of 
financing issues under health reform. 
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14. THIRD PARTY LIABILITY (TPL) 

NGA Proposals: 

L-26 	Third Party Liability - The NGA made a series of 
legislative recommendations related to TPL. Discussions 
with the NGA focused on NGA's legislative recommendations 
and other related issues. These discussions are 
summarized below. 

Legislative Recommendations - The following NGA legislative 
proposals are under. active consideration in the 1993 budget 
reconciliation process. Similar proposals were included in the 
President's 1993 legislative package. 

• 	 Require all insurers to pay Medicaid claims directly to 
the Medicaid agency regardless of whether the liable third 
party is based in the recipient's State. 

• 	 Require all liable third parties to include children 
covered by a court order for medical support regardless of 
residency or other means tests,. 

• 	 Include 'assets transferred through joint tenancy
survivorship, life estate retention, or living trusts as 
assets that can be subject to estate recovery either 
through TEFRA liens or normal recovery activity. 

• 	 Clarify that Medicaid is payor of last resort. 

The following NGA legislative proposals are not included in 
OSRA1993: 

• 	 Establish financial penalties against liable third parties
who refuse to cooperate with any State Medicaid agency 
pursuing\claims. 

HCFA 	 Response: 

HCFA has, in the past, proposed that States be permitted 
to file suits in Federal court against third parties and 
to seek double the amount originally owed. So far this 
concept has not been incorporated into any Congressional 
proposals; however, HCFA continues to suggest the idea. 

• 	 Allow States to pay Medicaid rates for those services 
provided to recipients for whom the,State has purchased 
cost-effective group health insurance policies. 
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HCFA 	 Response: 

HCFA will work with the leadership in the new 
administration to determine its position on this issue. 
If it supports a change in statute, a legislative proposal
will be developed. 

• 	 Clarify that States could pay health insurance premiums
for individuals with cost-effective policies other than 
employer group,health plans. 

HCFA 	 Response:', 

HCFA clarified that Section 1905 of the Social Security 
Act already allows for the payment of health insurance 
premiums for individuals with cost-effective policies 
other than employer group health plans. This provision 
will be clarified in the State Medicaid Manual. 

• 	 Allow Medicaid to run IRS refund intercepts to collect 
overpayments due from providers, absent parents,
recipients, etc. 

HCFA 	 Response: 

HCFA has considered proposing legislation, but this 
involves some difficult administrative issues and may not 
be feasible. NGA will take the lead in working directly 
with IRS on this issue. HCFA will keep the proposal under 
advisement. We note that the Senate Finance Committee has 
included this provision in draft language. 

Other TPL Issues 

• 	 Pay and Chase - A State wants to "pay and chase" physician
claims. The State beleives this will help avoid access 
problems and is more efficient from a systems point of 
view. The State will submit a cost avoidance waiver to 
HCFA in a few weeks". Other NGA members suggested that 
cost avoidance waivers should focus on type of provider 
and client type, in addition to type of service. 

HCFA 	 Response: 

Current regulations allow for waivers to be granted for 
cost avoidance and trauma code situations that are not 
cost-effective. Many States have approved waivers in 
operation today. HCFA was not aware of any States that 
have a problem with physician claims. We will discuss the 
matter at our next TPL Technical Advisory Group (TAG)
conference call scheduled for July and seek to ~etermine 
how pervasive the interest is in paying and chasing these, 
or other claims. If it is determined that there is a 
widespread problem that cannot be resolved by current 
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regulations, HCFA will take action to address the problem. 
In the meantime, States will be reminded that waivers are 
available for cost~effective situations. HCFA will 
analyze and act quickly on any waiver request submitted. 

• 	 HCFA should work with sister agencies to resolve conflicts 
with other agencies - NGA pointed out some of the 
conflicts relating to the Department of Education's 
interpretation of "Individuals with Disabilities Education 
Act" (IDEA), formerly known as Education of the 
Handicapped Act, and with regulations governing the 
Civilian Health and Medical Program of the Uniformed 
Services (CHAMPUS). 

The Department of Education interprets IDEA as prohibiting 
schools from billing the third party for Individualized 
Education Plan (IEP) and Individualized Family Service 
Plan (IFSP) services if it results in a cost to the parent 
(such as deductibles and coinsurance, o~ even in reducing 
lifetime benefits). Medicaid rules require State agencies 
to pursue third party resources and HCFA to deny Federal 
financial participation (FFP) for services when TPL is not 
pursued., 

Further, Medicaid considers care for which no individual 
or third party is charged to be "free care" and ineligible
for FFP. While there is an exception for services 
provided under an IEP or an IFSPj other school-based 
services are often subject to this exclusion when schools 
bill only Medicaid recipients for services. 

NGA wants HCFA to encourage CHAMPUS to change its policy 
regarding noncoverage of claims when non-availability of 
services statements (NAS) are not s.cured by Medicaid 
recipients. The NGA also supported the concept of seeking
exceptions for school-based services from TPL free care 
rules and for IEP/IFSP services from TPL, rules. 

HCFA 	 Response: 

HCFA is exploring its statutory authority to develop a 
free care policy that would alleviate the problem when 
services are provided by a school-based clinic~ In regard 
to services that are only arranged for (rather than 
provided) by the school (e.g., speech therapy), the 
Medicaid Bureau will review this issue further and report 
back to the NGA. HCFA will also determine whether 
IEP/IFSP services can be excepted from TPL rules. 

HCFA supports NGA's efforts to clarify CHAMPUS rules and 
is agreeable to raising the issue at a higher level with 
the Department of Defense~ HeFA will ask regional offices 
to help identify other States that may be having a problem 
in this area during our July teleconference with TAG and 
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RO staff. . .~ 

• 	 Estate Recovery Proqrams- NGA requested that, if estate 
recovery programs are mandated by statute, States be given 
flexibility to delineate the specifics of their program 
through the State plan amendment process. 

HCFA 	 Response: 

HCFA 	 agreed to give States as much flexibility as possible 
and will use State plan amendments to do so, if feasible. 
However, this is contingent upon the flexibility afforded 
in the law, when enacted. 

33 




DRAFT: July 23, 1993 

15. BENEFICIARY COPAYMENTS 
:, ,.,. 

NGA Proposal: 

A-2 	 Copays and Deductibles - Allow States to impose copays and 
other cost sharing for services to individuals between the 
ages of 18 and 21. This might be done either through 
waivers or some other means. 

L-19 	Beneficiary Copayments - Amend the statute [section 1916] 
to permit States broader latitude to impose copayments for 
additional services and additional eligible populations. 

HCFA 	 Response: 

Recommendations A-2 and L-19 envision more State 
flexibility regarding cost-sharing as States expand their 
programs to new populations with higher income (and 
assets) • There,fore, HCFA recommends that these proposals 
be considered as part of the larger debate on health care 
reform and the States' role in it. 
These recommendations envision more State flexibility to 
impose cost-sharing as they expand their programs to cover 
persons with higher incomes (and assets) than the 
traditional Medicaid program allows. State purposes in 
wishing to impose such cost-sharing are typically twofold: 
to restrain cost increases 'associated with such program 
expansions; and to make conditions in Medicaid for higher
income persons more closely resemble conditions typically 
imposed by the private health plans to which, it is hoped, 
these persons will eventually migrate. 

Under current law, States are permitted to impose
deductibles, copayments, or similar charges on Medicaid 
recipients, but their flexibility to do so is severely
limited by statutes, e.g., amounts must be nominal, no 
cost-sharing for certain persons and certain services. 
These limitations cannot be waived unless the revised 
cost-sharing rules meet several tests prescribed by the 
statute. 

HCFA endorses recommendation L-19, for section 1115 
waivers, which'deal with broader issues than copays. 
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16. TECHNICAL ASSISTANCE / COMMUNICATIONS / REGULATIONS 

NGA Proposal: 

A-19 	Medicaid Program - Technical Assistance - HCFAcentral 
office and regional offices should be a.source of 
technical assistance to States in the administration of 
their programs. Currently, the. "we/they" adversarial 
mentality within HCFA offices reduces the interest of 
States to seek assistance. Again, while the executive 
management of Medicaid Bureau in recent years has 
attempted to address this problem, more work is needed, 
especially in the regional offices, to give States the 
assistance they need. 

A-20 	Timely Information - Certain statutes require that HCFA 
make information available to States and then impose 
statutory mandates based on that information. On 
oC.casion, HCFA has failed to distribute the information in 
a timely manner and has caused needless problems for 
States. 

A-35 	Timelines of Regulations - HCFA must be more timely in the 
publication of regulations pursuant to statutory changes. 
Until HCFA promulgates the regulations, States are subject 
to ambiguity of the statute. For example, there are some 
'statutes passed in 1987 for which HCFA has yet-to publish 
regulations. 

HCFA.Response: 

One of the fundamental purposes of HCFA's day-to-day 
contact with States is to provide technical assistance in 
the implementation and administration of Federal Medicaid 
requirements. These contacts are conducted at the State 
level, primarily by the HCFA regional offices. The 
emphasis of these activities is on providing timely 
direction to States for implementing new and difficult 
Medicaid statutorY and regulatory provisions. 

Our ongoing communication with States provides HCFA a 
mechanism to. identify, document, and effectively present 
priority needs for policy or operational changes which 
will foster improvements in Federal program direction. 

We understand NGA's concern and HCFA endorses regional 
office technical assistance efforts, to the extent that 
resources are available in the regions. As noted by the 
NGA, the Medicaid Bureau has made strides in this area, 
and both central and regional offices will continue to 
work to foster better communication with States. 

As regards timely regulations, the NGA accepts that much 
of the regulations process, particularly the clearance 
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process, is outside HCFA's control. The NGA plans to 
address this issue at higher levels within HHS. 

HCFA is committed to making every effort to develop and 
publish regulations as rapidly as possible, resources 
permitting. HCFA will also disseminate information in 
other ways (manual issuances, All States letters, etc.), 
as appropriate and will work with HHS to improve the 
regulations process. . 

\ 
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17. CLAIMS FORMS 

NGA Proposal: 

A-16 	Medicaid Program Administration - Claim Forms - Support 
the continuation of efforts toward common claims forms 
that can be used beyond the Medicaid proqram. HCFA also 
should continue to and expand its support for electronic 
claims manaqement and automated eliqibility. 

HCFA 	 Response: 

The Medicaid Bureau has been workinq closely with the 
State aqencies to develop a common paper claim form for 
use by physicians and other non-institutional providers in 
all States in an effort to reduce administrative expenses
and the "hassle factor" for providers. 

To date, we have received over 260 recommendations from 40 
States on how to improve the December 1990 HCFA-lS00. 
Workinq with the State Medicaid Directors Association 
throuqh the offices of Virqinia's Medicaid Director, Bruce 
Kozlowski, we have reached consensus at the staff level 
within the Medicaid Bureau on what elements will be 
contained in the new version, and mapped those chanqes to 
the electronic claim form (ANSI-837, see below) to ensure 
both formats are compatible with the proposed chanqes. We 
are currently workinq throuqh the consensus process with 
staff outside of HCFA. 

In addition, in October 1992, HCFA published an Advance 
Notice of Proposed Rule Makinq (ANPRM) in the Federal 
Register. The ANPRM outlines our intent to work with 
State Medicaid aqencies and others to develop a universal 
claims form. The form will be used primarily by all 
physicians and many other non-institutional providers 
participatinq in State Medicaid proqrams. 

On October 21, 1992, we released a State Medicaid 
Director's letter announcinq our plans for electronic data 
interchanqe (EDI) activities and alerted State directors 
to the Secretary of Health and Human Services' initiative 
to promote the routine use of efficient EDI amonq health 
insurance payers. 

We plan to provide State directors with information 
concerninq EDI developments throuqh a series of directors' 
letters each with a distinct EDI headinq. The first 
letter, Release No.1, explained the Secretary's 
initiative and the efforts expended to date to achieve the 
initiative's qoal. The newsletter also alerted directors 
that we will be conductinq a survey of EDI activities in 
each State aqency. Since then, we have published two 
additional newsletters (and are about to publish a third) 
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which focused on HCFA's plans for EDI, and provided an 
explanation of the activities of the workqroup on 
Electronic Data Interchanqe (WEDI) and the American 
National Standards Institute's (ANSI) Health Insurance 
Subcommittee. To date the response has been quite 
favorable with the State aqencies, providinq constructive 
suqqestions for additional topics and further elaborations 
for future issues. 

In addition, we are workinq with Ms. Linda Schofield, 
Medicaid Director for the State of Connecticut. She 
represents the State Medicaid Directors' Association WEDI 
steerinq committee and on ANSI's Accredited Standards 
Committee (ASC X12). WEDI has published one report 
(July, 1992) and will publish a second one later this 
summer or early fall. These reports articulate the 
overall strateqy, qoals, objectives, etc., of the public 
and private sectors in health care movinq toward an all 
electronic environment to transmit not only claims but 
medical records, lab tests, third part information and 
other useful data. 

We also informed the State directors that HCFA published a 
proposed rule announcinq a new requirement for (mostly 
larqe) hospitals to bill Medicare and receive payments and 
related remittance advises electronically. Under this 
proposal, all hospitals that have not been qranted an 
exemption will have to submit all inpatient and outpatient
bills usinq a HCFA-approved standard electronic media 
claims (ENC) format. We have been participatinq in the 
Medicare work qroups· ·in an effort to have information that 
States require for Medicaid crossover claims included in 
the Medicare EMC format. This rule can 'be found on paqe 
4705 of the January 15, 1993 Federal Register, Vol. 58, 
No. 10. 

Medicare and Medicaid staff have been mappinq the paper 
hospital claim fo~ (UB-92) and physician claim form 
(HCFA-1500) to the-electronic version of these forms (the
ANSI-837). The ANSI-837 should be available for use by 
State aqencies by October 1, 1993. An electronic 
remittance advice, the ANSI-835, has already.been
developed and 'is available for use by the States. 

State directors have been alerted that the results of all 
the above efforts will probably evolve into requirements
for States to follow in the exchanqe of electronic claims 
data between providers of health services and all other 
health insurance orqanizations. The claims data must be 
in a standard format that can be recoqnized, read, and 
processed by any of the exchanqinq orqanizations. 
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18. BORDER EMERGENCY TRANSFERS 

NGA Proposal: 

A-22 Emergency Transfers from Foreign Hospitals - HCFA should 
rescind its interpretation that hospitals in border 
regions must accept emergency transfers from foreign
hospitals of foreign nationals. 

HCFA Response: 

HCFA has rescinded its interpretation that hospitals in 
border regions must accept emergency transfers of foreign 
nationals from foreign hospitals. After an extensive 
review of the requirements of section 1867 of the Social 
Security Act (the Act), Examination and Treatment for 
Emergency Medical Conditions and Women in Labor, HCFA 
determined that section 1867(g) of the Act, the 
nondiscrimination provision, does not apply to transfers 
originating outside the United States. congress, in 
passing section 1867 of th~ Act, did not extend its, 
applicability to individuals or hospitals located outside 
the United States (e.g., Mexico). Accordingly, hospitals 
in the United States are not required by section 1867(g) 
to'accept the transfer of individuals from hospitals 
located outside the United States. This does not change 
the requirement that any individual, whether a United 
States citizen or not, who comes to a Medicare 
participating hospital that offers emergency services must 
be appropriately screened 'and treated or appropriately 
transferred. 

" 
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19. INTERGOVERNMENTAL FUNDS TRANSFERS ..-., 
NGA Proposal: 

A-28 	Intergovernmental Funds Transfers - Prohibition of 
Regulations - Forbid DHHS from taking actions that 
prohibit States from financing Medicaid expenditures 
through intergovernmental funds transfers. Also reaffirm 
that States are only subject to the limitation that at 
least 40 percent of the State share must come from State 
funds. 

HCFA 	 Response: 

HCFA 	 has no plans to develop regulations on this issue. 
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20. PERSONAL CARE 

NGA Proposal: 

L-11 	Personal Care - OBRA '90 should be modified to clarify 
that personal care is not a mandatory service and that it 
can be delivered or provided by other providers beside 
home health agencies. 

BCFA 	 Response: 

HCFA agrees and notes that a proposal along these lines is 
being considered by Congress for inclusion in the omnibus 
budget package for FY 1994. Also, the Administration 
supported a similar proposal in its budget/legislative 
package for FY' 1994. It would restore personal care as an 
optional service and would clarify that personal care is 
not required to be delivered by home health agencies. 
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