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FOREWORD AND ACKNOWLEDGEMENTS

This issue of Major Changes in State Medicaid and Indigent Care Programs is the 15th in a series

published by the Intergovernmental Health Policy Project (IHPP), at the George Washington University, since

January, 1981. Its timing comes at a critical juncture, both for IHPP and for the Medicaid program

generally.

The Intergovernmental Health Policy Project is celebrating its tenth anniversary in 1988. Since its

inception in 1978, the goal of the organization has been to enhance the quality and capability of health

policymaking in the United States. IHPP is still the only university-based program in the country

concentrating its research efforts exclusively on the health laws and programs of the 50 states. IHPP exists

to facilitate the exchange of information about the experiences, successes and failures of state actions

among decision makers in both federal and state government. We hope that this strengthens the capability

of the states to address the increasing number of issues over which they have authority. As IHPP embarks

on its second decade, the demand for even more information on state activities should increase as the new
Administration is likely to rely heavily on state governments for continued assumption of major

responsibilities for financing, service delivery, administration and cost containment in the health arena.

This is also a time of tremendous challenges for the Medicaid program, as it struggles to meet
competing demands for long-term care services for the elderly and disabled with increasing responsibility

for the care of low-income pregnant women and children. Medicaid has become and is likely to remain

a major payer for the care and treatment of the growing number of AIDS patients in the nation. And in the

search for a solution to providing health coverage for the 37 million people in this country without insurance,

Medicaid is frequently viewed as a potential base for expanded coverage.

This report offers users a guide to recent state approaches and initiatives in the financing and
delivery of care to the poor adopted during the period between September, 1987 and the end of 1988.

Previously published twice a year, this issue marks the conversion to an annual publication schedule.

Because of this change, it is the most extensive volume of this series. Its increasing length, however, is

also a reflection of the growing complexity of the Medicaid program. To make it easier to locate policies

pertaining to any one of dozens of specific subjects, key words have been underlined in each entry. We
have retained the use of four major categories to arrange the entries (Benefits, Eligibility, Reimbursement,
Administration and Management) but we have separated the entries for the two other categories (Other

Medicaid-Related Strategies, and Indigent Care and Uninsured Programs) below each chart.

The report was written by Debra J. Lipson, Senior Research Associate; she coordinated the entire

research effort and was responsible for analyzing all the laws and regulations. Assisting in the preparation

of the state profiles were IHPP research staff Elizabeth Donohoe, Rhona Fisher, and Constance Thomas.
Linda Demkovich, Director of Communications for IHPP, contributed her editing skills to the narrative

portions of the report. We are very appreciative of the contributions of Jean Zephir, graphic artist, Jack
Hoadley of the National Health Policy Forum, and Mireille Bernardin, computer operator, to the publication's

design.

This report would not be possible without the assistance of the state Medicaid directors and their

staffs, and of many other state and federal officials. They provide invaluable support by sharing information

about new program initiatives, explaining the significance of new laws, and reviewing summaries of laws
and rules to ensure their accuracy. We sincerely appreciate their cooperation in the preparation of this

document. We also wish to express our appreciation to the Office of Intergovernmental Affairs, Health Care
Financing Administration, U.S. Department of Health and Human Services for its support of IHPP's research

activities on this and many other health policy issues.

In our continuing effort to make this publication as helpful to its users as possible, we welcome any
feedback or suggestions for its improvement. It is our hope that this document will be a valuable resource

to state and federal policymakers and will contribute to the overall improvement of state Medicaid and
indigent care programs.

Richard E. Merritt, Director

Intergovernmental Health Policy Project





INTRODUCTION

The Medicaid program is the largest source of financing for medical care of the poor in this

country. It has been cited as one of the major factors in helping to improve the health status of the poor

and has provided them with access to basic medical care for almost 25 years since its inception. Even

so, the Medicaid program increasingly fails to cover more and more of the people it was created to serve
- those living in poverty without any other health insurance coverage. On average, only about 40% of all

such individuals are covered by Medicaid and wide discrepancies in coverage among the states still

remain.

Federal and state policymakers have become more attuned to the problems and the potential of

the Medicaid program. In fact, the period between September, 1987 and the end of 1988 produced an

unusually large quantity of federal and state legislation affecting Medicaid. Over the past year, Congress
passed four major laws, each with substantial impact on the program. In light of the new federal

mandates and incentives, state governments have been extremely busy trying to keep up with these

increasing demands and options for an already complex and beleaguered program. During this period

alone, state legislatures passed 230 laws addressing some aspect of the Medicaid program and issued

countless numbers of regulations and program rule changes.

In addition, because Medicaid has significant gaps in coverage, state legislatures had to make
difficult decisions about how to allocate limited state and local tax dollars to provide access to care for

those left out of the program. This year's passage of the Massachusetts Health Security Act represented

the boldest and most comprehensive program in any state to make health insurance and access to care

available to all its citizens. But 30 other states also enacted measures — though less sweeping -

designed to alleviate problems in gaining access to care for selected segments of the uninsured.

Coming on the heels of all this legislative and regulatory attention are a host of new or revived

national proposals to provide health coverage to the uninsured, reform Medicaid, or finance long-term

care for the aged and disabled. Ideas range from those that would revamp the Medicaid program
completely to those that would continue the incremental expansion begun in the early 1 980s. A number
of states as well as the U.S. Congress are considering ways to expand employer-based health insurance

to cover the majority of those without coverage - those who are working and their dependents.
President-elect George Bush has proposed a "Medicaid buy-in" as his preferred solution to the growing
numbers of people without health insurance. However, the Medicaid program's growing costs — around
$60 billion to federal and state governments in FY 1989 and $66 billion in FY 1990 according to HCFA
estimates ~ combined with the huge federal deficit would appear to make any dramatic expansions very

difficult.

Despite its widely acknowledged limitations and complexities, Medicaid has nonetheless proven
its ability in recent years to maintain program cost increases just slightly higher than escalations in

national health costs. Between 1986 and 1987, Medicaid expenditures by federal and state governments
grew by three percentage points more than national health service costs. Medicaid costs grew from $45.9
billion in FY 1986 to $51.9 billion in FY 87 (a 13% increase) compared to national health services
spending, which grew from $439.3 billion in CY 1986 to $483.2 billion in CY 1987 (a 10% rise). By
comparison, Medicare spending increased 7.7%. However, Medicaid should have noticed a somewhat
higher rate of increase due to expansions in eligibility for pregnant women and children and its greater

share of the burden for nursing home costs -- a bill that can only mount as the American population ages.

The future of the Medicaid program depends on the actions of both federal and state

governments. As proposals for its reform surface in the 101st Congress, legislators, health analysts,

provider and public interest groups will need to assess the potential for success of those reforms. To do
so, they will no doubt turn to the states to find out if their ideas are feasible. This report offers to those
groups a guide to recent state approaches and initiatives in Medicaid reform as well as the financing and
delivery of health care to the poor and to those in need of long-term care. The Intergovernmental Health

Policy Project hopes that the information provided herein will prove helpful in the upcoming debates over
how best to provide access to health care for all Americans.
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HIGHLIGHTS AND TRENDS IN STATE MEDICAID PROGRAM CHANGES
1988

OVERVIEW

Benefits and Service Coverage - In general, state Medicaid agencies added optional benefits to

their state plans, especially maternity-related benefits. In 19 states, legislatures authorized Medicaid

agencies to cover new services such as case management or non-medical supportive services for

pregnant women. No state reported making any significant cuts in benefits, which might have occurred

if states were hard-pressed to find the funds to expand eligibility to additional groups of poor people.

Benefit categories added by states this past year include: case management for non-maternity groups

(8 states); hospice care (6 states); prescription drugs (2 states, which now means that all 50 states and

the District of Columbia cover this benefit under Medicaid); dental services for adults (6 states added
partial coverage). Two states added liver transplants for children, while one other is proposing to

eliminate such coverage for all recipients.

Eligibility - During 1988, Congress again took steps to improve Medicaid coverage of pregnant

women and infants as well as aged and disabled persons living below the federal poverty level. State

response to these new federal incentives was impressive; nearly every state implemented some type of

change in Medicaid eligibility during 1 988 designed to expand coverage for pregnant women and children

under age five living in families with incomes below the poverty line. By August, 1988, 45 states had

raised income eligibility standards for pregnant women and infants (although seven of these will not

actually implement the new standards until after January, 1989). Several states are also moving to cover

poor elderly and disabled persons, in advance of a Congressional mandate to do so by 1992. Congress
and ten state legislatures also made concerted efforts to protect a greater portion of a couple's income
or resources in order to benefit the community spouses of institutionalized Medicaid applicants or

recipients. Medicaid coverage for families formerly receiving welfare will also improve this year as a

result of actions in ten states and in 1990 in all states as a result of a new federal law.

Reimbursement - Just over half of state Medicaid programs changed the reimbursement methods
used to pay for hospital inpatient or outpatient services provided to recipients. In over a dozen states,

the modifications were made as a result of new federal requirements to make payment adjustments to

hospitals providing a disproportionate share of care to Medicaid or uninsured patients. However, the

rest of the state laws or rule changes represented major changes in methodologies used to calculate

rates (e.g. switching to or modifying a DRG system), allowed special dispensation for small or rural

hospitals, and revised hospital outpatient payment policies. Changes in nursing home reimbursement
reflected competing pressures to contain the growth of such expenditures and at the same time, target

some increases to nurse aides. Thirteen states also changed payment policies or authorized increases

in physician fees ~ mostly targeted to providers of prenatal and obstetrical care or primary care.

Administration and Management - In the past year, a dozen state Medicaid agencies changed
the way they reviewed elective admissions to hospitals in order to control costs. At least eight states

indicated a strong interest in boosting enrollment in more structured managed care plans such as HMOs
or primary care case management programs. While federal activities designed to improve quality of care

in nursing homes captured most of the attention this year, states also took independent action to

strengthen conditions of participation for Medicaid-certified nursing homes, protect patient rights or

develop expanded screening programs for nursing home applicants. States are also addressing the need
to improve program integrity and increase provider participation.

Other Medicaid-Related Strategies ~ A host of state initiatives were begun or authorized by state

legislatures that include interesting pilot programs and home and community-based alternatives for those

who might otherwise enter institutions and become Medicaid eligible. States are also devising creative

strategies to finance the ever-growing Medicaid budget.
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I. BENEFITS AND SERVICE COVERAGE

A. Prenatal and Obstetrical Care - More state Medicaid programs added maternity-related benefits

than any other category of Medicaid optional benefits during the last year. In 19 states, legislatures

authorized or provided additional funds to Medicaid agencies to cover new services for pregnant women.

The most common benefit in this category was case management -- adopted in 13 states - which

is usually targeted to those pregnant women judged to be at high risk of poor pregnancy outcomes due

to their age, health conditions, substance abuse or nutritional status. In many states, case management
was added in conjunction with a package of enhanced services such as psychosocial and nutritional

assessments and counseling, health and/or childbirth and parenting education, food supplements,

transportation and other support services. This trend follows a continuous wave of eligibility expansions

for pregnant women across the country. States perceive the need to assure access to a comprehensive

set of services, in addition to traditional prenatal care visits, in order to reduce infant mortality rates and

improve pregnancy outcomes.

Other maternity-related services added to state Medicaid programs over the last year include

obstetrical tests, such as fetal oxytocin stress tests in Alabama and ambulatory uterine activity monitoring

in Michigan, prenatal and postpartum skilled nursing services for women at high risk in Connecticut,

and inpatient hospital stays for obstetrical patients beyond the 12-day limit in Alabama. Maternity related

services will be covered in alternative settings in some states for the first time (e.g. birthing center

facilities in Texas). A few states also formally began coverage of nurse-midwifery services, which is a

federally mandated Medicaid benefit (to the extent nurse midwives are authorized to practice under state

laws). Missouri allowed for claims processing by nurse midwives, North Carolina assured reimburse-

ment equal to that for physicians, and Tennessee made Medicaid conditions of participation for nurse-

midwives consistent with state licensing laws.

B. Children's Services ~ Along with growing concern for maternity services came heightened

awareness of the need for children's health services, particularly neonatal care. Florida legislators

authorized an extension of the inpatient stay limit for neonates beyond the 45 days normally allowed,

while Alabama will cover standby pediatrician care following a caesarean section delivery. Missouri now
permits the provision of skilled home health services to certain low birthweight infants. Moving up the age
scale, Georgia and Wisconsin both increased the number of EPSDT screenings that can be performed
throughout a child's life, in line with recommendations of the American Academy of Pediatrics.

C. Case Management -- Prior to October, 1987 about a dozen states implemented case management
services for some group of Medicaid recipients other than pregnant women. This year, eight more states

took advantage of recent federal law permitting case management for targeted groups of recipients.

Because states are allowed flexibility in defining these target groups, consideration variation exists. The
most common group selected is the chronically mentally ill (covered this year in Georgia, Kansas, New
Hampshire, North Carolina, and West Virginia). AIDS patients will be offered case management in

Maryland and Washington. Developmentally disabled and mentally retarded individuals will be provided

case management services in Georgia and South Carolina. Other groups to be covered in these states

include substance abusers, technology-dependent children, emotionally disturbed children, and Medicaid
recipients enrolled in prepaid medical plans or whose medical care costs are unusually high.

D. Hospice — Another optional Medicaid benefit recently added by federal law is hospice services. Before

October, 1987 eight states had authorized coverage of this care for Medicaid recipients in state statute.

IHPP found another six states adding coverage of hospice care either through a state plan amendment
or through new authorizing legislation since that time. States covering hospice care for Medicaid
recipients include California, Delaware, Florida, Georgia, Illinois, Kentucky, Michigan, Minnesota,
New York, North Carolina, Rhode Island, Vermont, and Wisconsin. Missouri legislators also

authorized coverage of hospice services to be implemented during 1 989. Washington legislators will be
studying the cost-effectiveness of adding hospice care in the coming year.
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E. Organ Transplants - No more than a handful of states took action to significantly add or remove

Medicaid coverage for certain organ transplants, but in those that did, the issue received a great deal of

attention. Arizona and Kansas both added coverage of liver transplants for children under their EPSDT
programs, while Virginia is proposing to drop coverage of liver transplants for all recipients, not just

children. Kansas and Texas opted to provide coverage for the procurement costs of different types of

organs for transplant purposes; Texas also made a number of allowances for longer hospital stays for

transplant patients than are normally permitted. In Oregon, where tremendous controversy arose over a

1987 decision to terminate coverage for all transplants except kidney and corneas, coverage was briefly

restored this year, through a special financing mechanism that did not include any state funds. Once
those funds ran out, no new Medicaid applicants for transplants were accepted. Medicaid programs in

Illinois and the District of Columbia clarified their criteria for coverage of organ transplants.

F. Long-Term Care Benefits - Besides increases in personal needs allowances for institutionalized

residents (many of which were made to comply with federal law mandating an increase of at least $5),

several states expanded coverage of community-based long-term care benefits. For example, day health

care or day rehabilitation services were expanded in Alabama and Missouri. Hawaii added coverage for

chore services and West Virginia added coverage of personal care services. Colorado now provides

coverage of private duty nursing and ventilator services for persons who would otherwise require

hospitalization. Several states also found it necessary to further refine or clarify their coverage of personal

care services (Maine and Wisconsin) or home health aide services (Connecticut and Ohio). Missouri

and Virginia modified their coverage of nursing home bed reserve days. (See Other Medicaid-Related

Strategies section for information on home and community-based services waiver programs.)

G. Prescription Drugs - Until this year, only two states - Alaska and Wyoming -- chose not to provide

coverage of prescription drugs under their Medicaid programs. Both states operated state-only funded

programs that covered needed prescriptions for Medicaid recipients. However, fiscal constraints in both

states this past year led to the adoption of this optional Medicaid benefit. An open formulary is anticipated

in both cases. In other developments, New York enacted a limit on the amount of prescription drugs that

can be dispensed (a 30-day supply or 100 tablets, whichever is greater). Maryland and Utah enacted
laws pertaining to the use of generic drugs, by specifying those situations in which a brand-name drug

may be dispensed. With respect to AIDS-related drug coverage, three more states added Retrovir (AZT)

to Medicaid coverage; these included Florida and Texas, which both have large numbers of persons with

AIDS, as well as Louisiana. This leaves only three state Medicaid programs (Alabama, Arkansas, and
Colorado) that do not cover Retrovir for Medicaid recipients. Finally, two states - Maryland and
Michigan - will cover condoms as new pharmacy items.

H. Dental Benefits - Six states partially restored or added dental benefits, albeit with significant

limitations, for adult Medicaid recipients. Montana, which had been sued for cutting back on these

services, restored coverage of dentures and put into place strict limits on coverage of other dental

services. Georgia added coverage of dentures last year, but was forced to discontinue coverage this year

due to budget shortfalls. Maine and Vermont legislatures authorized dental services for adults, but

coverage in the latter must be further specified by the Medicaid agency. In both Washington and West
Virginia, adult dental services were partially restored. In children's dental coverage, Oregon will cover
EPSDT dental screenings starting at the age of 18 months, while Texas will begin covering orthodontic

services under its EPSDT program.

I. Mental Health/Substance Abuse Benefits - Outpatient mental health services were modestly
expanded in a few states this past year. Iowa authorized enhanced community based services for

mentally ill patients (as well as the developmentally disabled) but requires counties to pick up 50% of the

non-federal share. Kentucky will cover certain home visits by community mental health centers;

Minnesota will cover mental health day treatment services; Missouri authorized expanded coverage for

outpatient mental health services provided by CMHCs; and Kansas implemented a limited outpatient

psychotherapy benefit. Also in Kansas, inpatient admissions for substance abuse were limited to three

per lifetime (except for acute detoxification). Pennsylvania will authorize multiple inpatient detoxification

admissions only if medically necessary and social circumstances indicate a need for this treatment.

Wisconsin's program will cover day treatment for alcoholics and other drug abusers.
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J. Other Benefits ~ Many states made a variety of other changes in their benefit packages, but for the

most part the changes represented moderate additions or slight changes in prior authorization

requirements or in the limits on those services. The one exception to this concerned coverage of abortion

for Medicaid recipients. Pursuant to a ballot initiative passed by voters in the November election, public

funds may no longer be used to pay for abortions provided to Medicaid recipients in Michigan. (Colorado

and Arkansas, which passed similar initiatives, did not pay for Medicaid abortions before.) Also, the U.S.

Congress passed a law prohibiting the District of Columbia from using locally-raised taxes for this

purpose. Only thirteen states remain that use state funds to cover abortions for women on Medicaid.

Readers with an interest in specific benefits - ranging from psychologist and nurse anesthetist services

to durable medical supplies and MRI to non-emergency medically necessary transportation - are directed

to turn to the state-by-state profiles for this information.

II. ELIGIBILITY

A. Pregnant Women and Children - During 1 988, nearly every state implemented changes in Medicaid

eligibility designed to expand coverage for pregnant women and children under age five living in families

with incomes below the poverty level. These changes were authorized as state options under the two

recent Omnibus Budget Reconciliation Acts (1986 and 1987) or in some circumstances, will be required

of states by the Medicare Catastrophic Coverage Act of 1988. (For a detailed summary of these federal

laws, see the Appendix.)

By August, 1988, 45 states had taken steps to raise the income eligibility standards for pregnant

women and infants (although seven of these states will not actually implement the new standards until

after January, 1989). Twelve states authorized expansion of Medicaid coverage to pregnant women and
infants in families with incomes between 1 00% and 1 85% of the federal poverty level, with effective dates

ranging from October, 1987 to April, 1990. These include California, Connecticut, Iowa, Kentucky,

Maine, Massachusetts, Michigan, Minnesota, Mississippi, Rhode Island, Vermont, and West Virginia.

In addition, Wisconsin will cover women whose family income is up to 1 20% of the federal poverty level

through state-only funding, while Illinois authorized a pilot program in at least one county to provide

coverage for pregnant women with incomes up to 185% of poverty guidelines.

The federal laws contain a number of choices designed to improve Medicaid coverage for pregnant

women and young children and a number of states have taken advantage of those options. For example,

at least two-thirds of the states have expanded eligibility for children between the ages of one and five

living in intact families with incomes up to 100% of the federal poverty level; two thirds of the states have
waived application of any assets test for pregnant women and infants applying for the program; 37 states

will provide continuous eligibility for pregnant women regardless of changes in income during the

pregnancy until the end of the month in which the 60 day postpartum period ends; 19 states will allow

designated prenatal care providers to provide immediate, temporary Medicaid eligibility to pregnant

women while their formal applications are in process (called "presumptive eligibility"). A chart prepared

by the National Governors' Association showing which states have adopted these various options is

included at the end of this section. It is important to note, however, that some changes, which are noted
in this document in each state's profile, have occurred since the chart was prepared in July, 1988.

B. Disabled Children -- Three more states (Massachusetts, Minnesota, and Missouri) amended their

state Medicaid plans to permit coverage of severely disabled children under the age of 18 or 19 living at

home, who would otherwise be eligible only if institutionalized. Regular Medicaid rules normally exclude

these children if they are living at home because their parent's income is deemed available to the child.

Under this option, already adopted by eight other states, these children are exempt from parental income
deeming rules and can therefore receive necessary home and community-based services as long as the

cost of care is less than the cost of institutional care. Some other states may also provide these services

under a home and community-based waiver program - see, for example, actions this year in Maryland,
New Hampshire, Texas, and Virginia.
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C. Long-Term Care Recipients -- A few states made changes in eligibility rules affecting those residing

in nursing homes or receiving home and community-based services under a waiver program. Both Florida

and Ohio increased the maximum income level that institutionalized recipients may have and still qualify

for Medicaid to 300% of the SSI standard ($1 ,062 per month as of 1 988). Montana and Vermont changed

rules governing transfer of assets by institutionalized applicants: Montana will begin evaluating property

transfers to determine if adequate compensation was received, while Vermont increased the amount of

excludable resources that can be transferred between spouses (from $6,000 to $12,000).

D. Spousal Impoverishment -- While the Medicare Catastrophic Coverage Act made important changes

to protect the spouses of nursing home applicants from becoming impoverished, those provisions

(detailed in the Appendix) will not take effect until September, 1 989. Before that time, state laws and rules

will govern the amount of income and resources owned by a married couple that can be excluded from

consideration in Medicaid eligibility determinations. During 1988, ten states took actions to protect a

greater portion of the couple's income or resources to benefit the community spouses of institutional-

ized Medicaid applicants or recipients.

Three community property states (those in which marital income and resources are considered

equally divided between the two spouses) made their community property laws applicable in Medicaid

eligibility situations. Arizona enacted a law excluding from Medicaid consideration the separate property

owned by the spouse of an applicant as long as the value of the assets do not exceed $75,000. Idaho

protects the community and separate property rights of the spouse of an applicant according to its state

community property law. New Mexico made its community property laws applicable to resource eligibility

rules, declaring that half of jointly-held property will be considered assigned to each of the spouses.

Other states that do not use community property law devised other mechanisms to protect income
or resources of the community spouse. Kansas permits the couple to divide their income so that the

community spouse retains the first $9,000 annually, plus an excess shelter allowance to equal a maximum
of $14,000 that will be excluded from the eligibility determination. Maine passed a law stipulating that

marital property will be considered equally divided, with an opportunity to provide additional allocations

through court orders. Minnesota removed the requirement that the community spouse contribute any
resources in excess of $10,000 while specifying that transfers between spouses can occur if the

community spouse has less than $10,000 in separate assets. In Missouri, the state will assign 10% of

the value of a couple's property to the spouse or dependent children (increasing to 20% by 1991).

Nebraska law entitles community spouses to half of the couple's assets, up to a maximum of $25,000 and
up to $475/month in income. Virginia assured community spouses that they can retain income at least

equal to the SSI standard, a modest improvement over the medically needy protected income level

formerly in effect. Finally, Michigan requires a plan be developed to prevent spousal impoverishment.

Again, it is important to note that the new provisions under the federal Medicare Catastrophic Coverage
Act will most likely take precedence over state laws, which are likely to require revision to conform to

federal law.

E. Eligibility for Low-Income Elderly and Disabled Persons - Under the Medicare Catastrophic

Coverage Act, state Medicaid programs must pay Medicare premiums, coinsurance and deductibles for

beneficiaries whose incomes are below 85% of the federal poverty level by January, 1 989 and below 1 00%
by January, 1 992. However, a number of states have already taken action to implement these provisions

in advance of the mandated schedule. Four states already have effective Medicaid income standards for

an individual that exceed the federal poverty level (Alaska, California, Connecticut and Massachusetts).
During 1988, Florida, the District of Columbia, and New Jersey raised the eligibility standard to 100%
of poverty guidelines for the aged and disabled. Starting in 1989, authorizing legislation adopted in

Hawaii, Maine, Mississippi, and Pennsylvania will permit an increase in the eligibility standard to 1 00%
prior to the required dates in federal law.

F. AFDC Need Standards and Medically Needy Income Levels -- According to the Children's Defense
Fund, about 20 states increased AFDC benefit levels during 1988. (Only a few of these changes were
reported to IHPP). The largest increases occurred in Hawaii, which increased payment levels by 8%, in

order to set the AFDC payment standard at 60% of the federal poverty level, and in Tennessee, which
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also increased payment levels by 8%. These changes are important because they determine medically

needy income levels (MNILs), or the amount to which individuals with incomes and resources higher than

the AFDC standards must spend down by incurring high medical expenses in order to qualify for Medi-

caid. Thus, in most states with increased AFDC payment levels, MNILs were similarly raised. (Except in

those states - currently 15 - which do not have a medically needy program.)

A few states, however, increased MNILs independent of AFDC payment level changes. The most

significant change occurred in New York, where the legislature enacted a law raising medically needy
income levels between 11% and 90% for families of different sizes. As a result, for each family size, the

MNIL will be closer to the federal poverty level (about 88% of the federal guidelines). An estimated 88,000

state residents, including 55,000 children, are expected to qualify under the new eligibility standards. In

Vermont, the MNILs for one and two-person families were increased so that they exceed the federal

poverty level. In Minnesota, families can decide whether they want to qualify under spend-down
provisions on a monthly basis or using a six month budget period. Florida, which had a sunset provision

in its medically needy program, rescinded the repeal date and will be considering the issue again in 1 989.

G. Transitional Medicaid Coverage -- State Medicaid programs are required to cover families formerly

receiving AFDC for nine months if they no longer qualify because their increased earnings make them
ineligible for "earned income disregards" ($30 per month for 12 months and one-third of the remaining

monthly income for the first four months of a one-year period). To avoid creating a disincentive to work

(by cutting off Medicaid benefits), states can extend Medicaid coverage for an additional six months to

families who would still qualify for AFDC if the disregard applied. Eleven states and the District of

Columbia opted to provide this six-month extension prior to 1987; Illinois added this option in 1987 and
extended day care assistance to such families. In 1988, Iowa, Maine, and Wyoming were also added
to that list.

Several states adopted new provisions to assure that former welfare recipients receive transitional

Medicaid coverage for at least a year after they become employed. Current law requires Medicaid

coverage for four months after becoming employed. The period of coverage was recently extended to

1 2 months as of April 1 990 by the Family Support Act of 1 988. Between now and then, several states will

begin to cover such families under Medicaid. Both New Jersey and Wisconsin obtained federal waivers

for welfare reform programs that include provision of Medicaid coverage for a full year. New Hampshire
added eight months of coverage (in addition to the required four months) to AFDC recipients losing

coverage because they become employed. Both Maine and Nebraska will provide coverage for an

additional eight months after the required four months, but both will limit coverage to those whose
incomes are less than 150% of the federal poverty level. Nebraska will charge former recipients a part

of the premium if their income is between 150% and 185% of the poverty guidelines, while Maine will

charge a premium for people making between 110% and 150% of the poverty guidelines. Because the

transition periods are longer than permitted by current federal law, it is not clear if these states will fund

these extensions on their own, apply for a federal waiver to secure federal financial participation, or delay

implementation until federal funding becomes available in April, 1990. (See the Appendix for an
explanation of the new federal provisions in the Family Support Act of 1988.) Several other states,

including Hawaii, Delaware, Iowa and Massachusetts, which also authorized similar programs, are also

faced with this dilemma. (Programs in the last four states are summarized in the following section on
Highlights and Trends in Indigent Care Programs.)

III. REIMBURSEMENT

A. Hospitals ~ More than half the states made changes in the reimbursement methods used to pay for

hospital inpatient or outpatient services provided to Medicaid recipients. In more than a dozen states,

the modifications were made as a result of new federal requirements to make payment adjustments to

hospitals providing a disproportionate share of care to Medicaid or uninsured patients. (There were
probably more states that made these changes but federally mandated changes are not usually reported

to IHPP.) However, the rest of the state laws or rule changes represented major changes in
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methodologies used to calculate rates (e.g. switching to or modifying a DRG system), allowed special

dispensation for small or rural hospitals, and revised hospital outpatient payment policies.

1 . Diagnosis-Related Group (DRG) Systems - By the end of 1 988, 1 6 state Medicaid agencies had

switched to using DRGs as the basis for setting hospital inpatient rates. Prior to 1 987, states that led the

way in using DRGs for Medicaid hospital reimbursement included New Jersey, Utah, Ohio, Pennsyl-

vania, Washington, Michigan, South Dakota, Minnesota, Oregon, South Carolina, and Texas. (Note:

Maryland does not require all hospitals be paid using a DRG-based system, but 90% of its hospitals are

paid under a guaranteed inpatient revenue system using DRG principles.) During 1987, four additional

states switched to DRG-based payment systems: North Dakota (inadvertently not reported in last year's

Major Changes in State Medicaid and Indigent Care Programs ), Colorado, Montana, and Iowa.

In 1988, New York became the latest state to incorporate DRG principles into its hospital

reimbursement system, which is applicable to all payers except Medicare and a few other payers in

certain circumstances. This new law, approved in January, 1988, establishes for the period from January

1, 1988 to December 31, 1990 a methodology for paying general hospital inpatient services based on a

case-based reimbursement system using DRGs as the basis for rates (rather than the previous per diem

system). Medicaid, Blue Cross and HMOs will pay the same case payments per DRG except as adjusted

for uncovered services, calculated on the basis of the hospital's total non-Medicare costs and statistics

with the use of one set of non-Medicare case weights. Exceptions to the case payment system are made
for specialty hospitals, specialized services, atypical cases (outliers), alternate level of care days, and

payments by self-pay patients and patients with indemnity coverage providing a fixed amount of

reimbursement per day. The hospital financing system continues, with some changes, the hospital bad

debt and charity care pools (see further explanation under the Indigent Care section) and provides for

new patient care quality assurance mechanisms.

Additional states plan to use DRG systems next year. New Hampshire, for example, is preparing

to implement a system in 1989 and Wisconsin is likely to follow suit in 1990. Meanwhile, several states

already using DRG inpatient hospital reimbursement refined their systems this year. For example,

Michigan increased DRG prices and per diem rates, recalibrated DRG relative weights, established new
outlier thresholds and made other adjustments to reflect a new case-mix index for each hospital. The
state also separated payments for capital and direct medical education costs, paying on a periodic interim

basis with hospital-specific calculations. Oregon revised its policy for making outlier payments. South
Dakota added low-volume hospitals to those exempted from the DRG system, affecting almost half the

hospitals in the state, which will now be paid at 95% of billed charges. Indian Health Service facilities are

also exempt from DRG payments; they are paid at 100% of billed charges with all federal funds. Texas
changed the way it adjusts each hospital's base year claims data. Pennsylvania, which formerly did not

have any formal mechanism for adjusting for uncompensated care, established an add-on amount for

each DRG payment, available to hospitals meeting defined criteria as a disproportionate share hospital.

New Jersey, the state with the longest standing DRG system, will be studying ways to incorporate a

severity of illness measurement.

2. Major Revisions in Hospital Reimbursement - In the landmark legislation providing for coverage
of the uninsured, Massachusetts legislators also authorized hospital payment increases that will total

almost $1 billion by all payers over the next four years. At least three states -- Connecticut, Washington,
and Wisconsin -- implemented new hospital payment systems for inpatient services. At the beginning

of 1988, Connecticut switched from retrospective cost reimbursement to prospective payment based on
interim per diem rates. Wisconsin's new system bases payment on a prospective, hospital-specific

average rate per discharge (and will move to a DRG system to adjust for case mix in 1990). Washington
became the third state to use a selective contracting system in six designated competitive market areas,

retaining the use of the DRG-based payment system as the basis for reimbursement. Non-contracting

hospitals in the six regions can provide Medicaid recipients with emergency care only. The state also

revised its DRG system by using Medicaid-specific weights. Nevada made a major change by switching

from a system that set all-inclusive prospective rates for the first 15 days to one that sets rates for five

length of stay groups, ranging from 1-5 days to over 25 days and two tiers for obstetrical and newborn
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care. Virginia hospitals seeking payment for neonatal intensive care will have to submit separate cost

reports so the state can establish prospective operating costs and determine provider-specific rates.

3. Disproportionate Share Payments - As mentioned, recent federal law changes had their intended

effect of forcing state Medicaid agencies to comply with minimum requirements for making payment

adjustments to disproportionate share hospitals. In many states, the sizable budget implications of these

obligations required specific legislative authorizations. For example, California legislators allocated $50

million annually for disproportionate share adjustments (with another $8 million for outpatient adjustments)

and Florida legislators authorized $77 million (which includes federal and state funds). Ohio will be

adjusting payments for disproportionate share at the same time it implements a new revenue pooling

mechanism, designed to collect assessments from hospitals and redistribute the funds on the basis of

each hospital's "indigent care factor". Other states making changes in disproportionate share criteria or

payment adjustment methods that are summarized in the state profiles include Connecticut, Iowa,

Kansas, Missouri, New Mexico, Oregon, Pennsylvania, and Wisconsin.

4. Rural/Small Hospitals and Swing Bed Payments — The plight of rural hospitals received special

attention in half a dozen states with regard to the role that Medicaid reimbursement plays in their financial

standing. California passed several laws late in 1987 and in 1988 that allocate funds to small and rural

hospitals and provide for special assistance to financially distressed rural hospitals. Minnesota authorized

a one-time only rate increase for small hospitals and specified qualifying criteria for swing-bed payments.

Florida specifically authorized funding for swing-bed payments to rural hospitals. New York appropriated

funds for a swing bed demonstration project in order to cover the costs of increased staffing to convert

beds to long-term care use. Oregon made permanent a rule authorizing 100% of costs be paid for

services provided to Medicaid recipients by certain rural hospitals. And in Utah, legislators required

equal reimbursement among rural hospitals.

5. Hospital Outpatient Reimbursement -- Five states, all of them with DRG payment systems for

inpatient care, authorized changes in outpatient reimbursement. New Jersey, which lost a Medicare

waiver that used to govern outpatient reimbursement, changed to a system consistent with Medicare that

applies a cost to charge ratio to total charges submitted. New York updated the base years used to

determine its fee schedule for hospital outpatient and emergency services as well as primary care clinics.

Michigan enacted a law requiring the development of an all-inclusive facility rate for selected surgeries

performed in hospital OP settings. A new Ohio law requires the adoption of a prospective payment
system for outpatient hospital services by July 1 989 (only eight states and the District of Columbia have

switched to prospective payment for hospital outpatient care). And in Oregon, outpatient services will

be paid at 75% of allowable costs, up from 50% previously.

B. Nursing Homes — Though state long-term care reform and cost containment discussions have

expanded to encompass more than nursing home reimbursement, control of nursing home costs - the

largest single category of Medicaid expenditures in many states - continues to be a dominant issue for

state legislators and Medicaid agencies. Complicating the situation is a growing shortage of nurses and
nurse aides to staff nursing homes. This year saw greater attention to nursing home labor costs,

continued movement toward case-mix reimbursement methodologies, concern for quality and access to

facilities for heavy-care patients, and changes in ICF-MR reimbursement.

1. Labor/Operating Costs -- A number of states are revising nursing home payment systems to

target rate increases to wage raises for low-paid nurse aides. For example, California authorized funds

to increase payments to nursing facilities in order to assure that homes comply with the state's new
minimum wage rate of $4.25/hour. Minnesota, with its unique rate equalization system for Medicaid and
private pay patients, authorized increases in care-related operating cost limits and allows for facility-

specific wage adjustment factors over inflation to help homes improve nurse aide wages. Pennsylvania
increased net operating cost ceilings while Rhode Island modified its reimbursement formula to allow

for special add-ons to salary and wage cost centers. Washington increased vendor rates for community-
based services and for nursing homes to assure minimum hourly rates of $5.1 5 in 1 989. Iowa increased

the maximum payment rates for ICFs but tied the new rates to increases of at least two hours of care per

resident per day. Maine legislators allocated funds specifically to raise ICF-MR workers' wages.
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2. Prospective Reimbursement Methods -- Reimbursement for nursing homes continues to show

steady movement towards completely prospective payment systems. Only a handful of states still retain

retrospective cost reimbursement principles for both SNFs and ICFs (and about ten do so for ICFs-MR)

and some states use a combination of prospective and retrospective principles for different cost centers.

This year, Virginia eliminated all retrospective reimbursement for any new or expanded long-term care

facility and Nevada converted its system to a completely prospective one for all operating and property

costs. Colorado now requires prospective reimbursement for ICFs-MR; retrospective adjustments are

allowed only for state-operated home and training school ICFs-MR.

3. Case-Mix Reimbursement and Heavy-Care Patients - In order to accurately compensate nursing

facilities for the costs of treating patients with different needs, case-mix systems have become
increasingly popular. Patients are assessed (and reassessed) in order to assure their needs are taken

into account in establishing the proper payment level. At least ten states currently use case-mix

reimbursement system in some form and starting in 1989, Delaware will implement a case-mix payment

system. Several other states, including Georgia and Louisiana, reported on efforts to develop a case-

mix reimbursement system. In a nationwide first, Minnesota, which already uses a case-mix

reimbursement system for SNFs and ICFs, began to develop a case-mix reimbursement system for ICFs-

MR and will start to assess residents in 1989; full implementation is scheduled for late in 1990.

Other states that already implemented case-mix systems made some changes this year. New
York recalibrated the base rates for its resource utilization groups (RUGs) and Illinois permitted semi-

annual changes in rates based on resident status changes. Illinois also allows for "exceptional medical

care" rates on special request. States that have not adopted case-mix systems but are still concerned

about providing access to nursing facilities for patients with heavy care needs are establishing special

payment rates for those patients. For example, Pennsylvania, which expects to implement case-mix

reimbursement in 1 990, established a special payment rate for heavy care ICF-level patients in the interim.

Maryland also established a special reimbursement rate for facilities providing care to patients with

communicable diseases, such as AIDS.

4. Quality Incentives and Bed Reserve Payment Policies - States continue to adapt their nursing

home payment systems to reward facilities providing better than average care. Oregon this year

completed the first phase of its plan to build in quality incentive payments, while Nevada permits facilities

the use of quality "stars" for marketing, if not rate adjustment, purposes. Several states, including

Alabama, Connecticut, and New Mexico were involved in revising policies pertaining to payment for

reserved beds, held for patients admitted to hospitals or away temporarily for other reasons.

C. Physician Reimbursement - Thirteen states changed reimbursement methods or authorized

increases in payments to physicians or outpatient clinics. These included Alabama, California, Florida,

Georgia, Idaho, Kentucky, Maryland, Michigan, Minnesota, New Jersey, New Mexico, and North
Carolina. In most of these states, the increases were specifically targeted to providers of prenatal and
obstetrical care, to help improve access to maternity care. Increases ranged from 10% to 50% over

previous rates. A few states geared changes in payment methods or fee schedules to improve

reimbursement to primary care providers (e.g. Maryland, New Jersey, and North Carolina). Nebraska
and New Mexico changed their method of establishing maximum payments for physicians from one that

paid prevailing charges at the providers' usual and customary charge to one that sets a fee schedule.

D. Home Health, Personal Care and Other Community-Based Services -- As with nursing home
services, states are struggling to establish payment rates that will permit home health agencies to recruit

and maintain sufficient staff. For example, Maine now permits special adjustments to home care agencies
for the costs of recruiting, training and retaining home health aides. Maryland created a new level of

personal care in order to pay higher rates for the care of patients with infectious and terminal diseases

(e.g. AIDS). States with large personal care programs like New York, as well as those with smaller home
care programs such as Missouri, Montana, and Virginia, increased payment for personal care and
homemaker/chore services to augment hourly wages and/or benefits (such as health insurance) for

attendants or nurse supervisors.
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States are also beginning to experiment with new reimbursement methods that will help contain

the rapid rise in costs that can occur under cost-based reimbursement. For example, Iowa is conducting

a study to determine how home health agencies could be paid using prospective reimbursement.

Kentucky established upper payment limits for public home health agencies and prospective upper

payment limits for client assessment, homemaker and personal care services. New York is planning to

request competitive bids for the provision of personal care services for certain regions or counties.

E. Other Services — States made several changes in reimbursement methodologies for prescription

drugs (see entries under California, Illinois, Montana, New York, and Oregon). Reimbursement
changes for mental health and substance abuse services were made in California, Iowa, Kansas,

Kentucky, and Michigan. Limits on Medicaid payments for the Medicare coinsurance or deductibles of

dual enrollees were clarified in Alabama, Missouri, Nevada, Vermont, and Wisconsin. A range of other

providers and services, such as physical therapy, HMOs, hospices, labs, dentists, etc. were also affected

by changes noted under the state profiles.

IV. ADMINISTRATION AND MANAGEMENT

A. Utilization Control and Managed Care - Apart from limiting benefits or restricting eligibility, one of

the more powerful tools available to Medicaid agencies striving to hold down program costs is to monitor

or restrict access to costly institutional services. This can be done through any number of "managed
care" techniques such as preadmission and concurrent (continued) stay reviews, second surgical

opinions, medical case management of high cost cases, or more aggressive discharge planning.

Generally, these activities are performed to assure that admissions are medically necessary, but increas-

ingly they are used to encourage the use of alternative delivery settings. These changes are also going

on in the private insurance field -- more than 30% of all private group plans use these managed care

techniques to control utilization. Over the past year, a dozen state Medicaid agencies have made
changes in the way they review elective admissions to hospitals. In addition, several made further

attempts to increase enrollment or improve care in more structured managed care plans such as HMOs
or primary care case management programs.

1 . Hospital UR and Preadmission Screening -- A number of states, including Arkansas, Michigan,
Nebraska, Wisconsin, and Wyoming began contracting with peer review organizations for the

performance of utilization review or preadmission certifications for all or most elective hospital admissions.

Formerly, the Medicaid agencies performed this function, or performed it with fewer restrictions that will

be applied by the PROs. On the other hand, Alabama decided to assume responsibility for utilization

review and preadmission reviews. These programs vary in the types of admissions that are exempt from

these requirements, the procedures for obtaining certification after an emergency admission, whether
readmissions are reviewed, and how concurrent and continued stay reviews are conducted.

Other states modified their existing hospital preadmission review programs in important ways. For

example, Connecticut adopted specific UR criteria for pediatric services, Kansas will begin a claims

review process for skull x-rays, CT scans and head/brain MRIs, and Massachusetts stipulated that elective

admissions for substance abuse, obstetrics and newborns must be screened by its outside contractor

(these types of admissions were previously exempted). New Mexico will be subjecting readmissions and
transfers to retrospective review while Pennsylvania is proposing to extend the time period during which
readmissions to hospitals must be reviewed (within 31 days of discharge, rather than seven under current

policy). Pennsylvania also began requiring all elective admissions be reviewed (by Medicaid staff) to

determine whether the "place of service" was an appropriate one for the type of procedure to be
performed.

Rather than utilization control, quality of care and patient protection seem to be the driving forces

behind a new hospital review law in New York. As one component of a major restructuring of hospital

reimbursement which incorporates DRG-based payments, the law requires that hospital services provided

to Medicaid patients be reviewed to determine whether patients have been unnecessarily or inappro-

priately admitted, discharged, transferred, given the wrong DRG code or otherwise improperly treated.
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Penalties for infractions may include payment denials. Hospitals' practice patterns will also be monitored

to determine if unnecessary or inappropriate care results from implementation of the new case-based

payment system. Furthermore, patients are guaranteed the right to an appropriate discharge plan, and

may make complaints and receive a hearing through a quality of care review process.

2. HMOs and Physician Case Management - Interest in using partial or full capitation and placing

providers at risk to control rising Medicaid costs continues to be strong among Medicaid agencies.

Although use of HMOs or prepaid health plans has not produced dramatic savings to date (with perhaps

a few exceptions in Wisconsin and Arizona where widespread enrollment is mandatory), Medicaid

administrators hope that increasing enrollment of greater numbers of Medicaid recipients will prevent

large cost increases in future years.

Voluntary HMO enrollment was encouraged this year through the signing of new HMO contracts

in states such as Alabama and Washington (with plans underway to develop a state-operated HMO for

Medicaid recipients in New Jersey — see OBRA-87 provisions). More popular, however, seems to be

expansion or the establishment of primary care case management programs (PCCMs). This year, states

developed new PCCMs (e.g. Iowa and Massachusetts) or expanded an existing program (e.g. Penn-
sylvania's Health PASS program), encouraged development of voluntary PCCM programs through

contracts with county governments (e.g. California) that can capitate either some or most outpatient care,

or changed recipient groups that could or could not be enrolled in PCCMs (e.g. Colorado and

Minnesota). Quality of care within HMOs or primary care case management programs remains a concern

for Medicaid recipients enrolled in HMOs, with the states of Illinois conducting legislative oversight and
Washington contracting for quality reviews by a PRO.

B. Long-Term Care - Quality, Access, and Administrative Issues -- The passage of the Omnibus
Budget Reconciliation Act of 1 987 contained some of the most sweeping changes in more than a decade
in the required conditions of participation for nursing homes providing care to Medicare and Medicaid

patients. The law also stipulated several functions that states must be responsible for including

development of nurse aide training and evaluation programs, maintenance of nurse aide registries, and
preadmission screening for persons with mental illness, which were scheduled for implementation by

January, 1 989. (See Appendix for more details on the law's provisions.) Thus, during this past year, most
state activity geared toward the improvement of quality of care in nursing homes was focused on

compliance with these federal deadlines. However, states also enacted laws or issued rules to protect

Medicaid nursing home resident or applicant rights, screen applicants to nursing homes, or develop

alternative long-term care facilities and services.

1 . Quality of Care — A few states took independent action to strengthen conditions of participation

for Medicaid-certified nursing homes in order to improve quality of care for Medicaid nursing home
residents. As authorized in OBRA-87, several states enacted statutes providing for the appointment of

a temporary receivership, enabling a court-appointed administrator to manage a facility which is closing,

has been terminated from Medicare/ Medicaid participation, or when the health or safety of residents is

threatened, until residents are properly placed (e.g. Arkansas, Illinois, Rhode Island, and Virginia).

Minnesota raised minimum staffing standards for nursing personnel in facilities while Wisconsin
mandated both announced and unannounced inspections of facilities.

2. Patient Rights ~ California and Maryland revised statutes pertaining to nursing home
admissions contracts, specifying those practices which are prohibited in contracts. In California,

admissions contracts must contain notification of Medi-Cal benefits and are prohibited from requiring

Medi-Cal recipients to have a co-signer or make a security deposit. Another California law states that

nursing homes cannot withdraw from Medi-Cal unless they meet certain requirements, including

maintaining current Medi-Cal recipients and advising new patients that if they convert to Medicaid, they

can be discharged. A new Maryland law also prohibits facilities from requiring a co-signer on admissions

contracts except under certain circumstances and explicitly prohibits facilities from charging Medicaid

recipients higher rates than are paid under Medicaid, except for services not covered by the program.
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A few states are making concerted attempts to facilitate access to nursing homes for Medicaid

recipients. This year in New York, the Public Health Council issued rules requiring nursing homes that

want to build a new facility or change owners to admit Medicaid patients numbering 75% of the average

Medicaid admissions made to facilities in the same region. Missouri established a penalty of $100 per

day for facilities that admit non-Medicaid patients if they were awarded a certificate of need to build new
homes on the basis of a shortage of beds for Medicaid recipients.

3. Preadmission Screening -- Four states have stepped up efforts to prescreen applicants to nursing

homes. Careful screening of those individuals applying for nursing home admission may prove cost-

effective if it delays or prevents institutionalization of persons who are already Medicaid eligible or will

soon become eligible. At least two thirds of the states have implemented some type of nursing home
preadmission screening (PAS) program but they vary considerably: some are statewide, others limited

in scope; some only screen those referred from hospitals, others only from the community; some perform

only a "paper review", others perform comprehensive assessments of the individual's functional status,

medical needs and the social, family or community supports available.

Two larger states - California and New Jersey - made progress this year in implementing

statewide preadmission screening for nursing home applicants. In California, legislation authorized the

Medicaid agency to delegate responsibility for screening Medicaid-eligible persons referred for long-

term care to hospital discharge planning units and to capitated contractors. In New Jersey, nursing

homes will be responsible for assuring that all applicants are screened who are Medicaid-eligible and

those who would become eligible within six months of admission. The program will provide initial

eligibility determinations, individual assessment of need for care level, and development of an initial plan

of care. Meanwhile, the neighboring states of North Dakota and South Dakota launched efforts to screen

all individuals applying for nursing home admission, regardless of their source of payment. North Dakota
began implementing 1 987 legislation that authorized this in preparation for equalization between Medicaid

and private-pay rates scheduled for 1 990; nursing homes may not accept any individual who has not been
properly screened. South Dakota enacted legislation in 1988 requiring screening for all nursing home
applicants; however, the recommendations of the assessment are not binding on the individual.

4. Alternative LTC Facilities and Systems - Arizona made significant progress over the past year

to develop rules for its new Long-Term Care System, scheduled to go into effect at the beginning of 1 989.

Like the state's unique system for providing acute care services to the poor, the new system will pay
program contractors a capitated rate to take care of all enrollees needing long-term care. Amendments
adopted in 1988 to the state law passed last year for the long-term care system limit total institutional

beds on the basis of expenditures for home and community-based services (if costs for the latter increase,

SNF/ICF beds must drop). New 1988 amendments also specify those services that can be provided

directly by county government contractors and require audited annual financial reports by all providers.

Massachusetts also took important steps to develop a more integrated long-term care delivery system

by enabling certain local agencies to authorize Medicaid-funded community based services for recipients,

screen Medicaid nursing home applicants and provide case management to recipients.

For the mentally retarded or developmental^ disabled in need of alternative long-term care facilities,

Medicaid certification standards have been established for new categories of intermediate care facilities

serving these groups in California (which now certifies ICF-DD/nursing facilities or small community-

based health facilities for medically-fragile DD persons) and Idaho (which now pays for free-standing

facilities that can be SNF or ICF level or both).

C. Third Party Liability - In general, states do not have much leeway in administering federal

requirements to determine if third parties, such as private insurers, have the legal liability to pay for claims

of Medicaid recipients. Recent federal laws (e.g. DEFRA and COBRA) strengthened states' ability to

determine TPL and collect from liable parties by 1) requiring Medicaid applicants to assign to the state

their right to payment for medical support and 2) conditioning eligibility on assisting in the identification

of liable third parties.
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However, states are still in the process of formally changing their own statutes to comply with

federal law and in some cases have passed laws to strengthen their ability to comply with federal

requirements. For example, during 1988 Louisiana and Maine passed laws requiring third parties to

notify the Medicaid department when paying a claim for a Medicaid recipient, Florida required insurance

companies to report any discontinuance in medical coverage to the Medicaid agency, and Massachusetts

enacted a law requiring health insurers to help with computer matches to ascertain TPL for Medicaid

recipients. In a related development, third party liability might be intentionally augmented through

implementation of the Family Support Act (see summary in the Appendix) by allowing states to purchase

private insurance coverage for former welfare recipients. The state of Washington also passed a law

authorizing the purchase of private health insurance for Medicaid recipients if it is found to be cost-

effective. And in Michigan, the Medicaid agency will be developing a proposal to pay health insurance

premiums for HIV-positive individuals who might otherwise lose coverage and become Medicaid-eligible.

A similar law was passed in California in 1986 and will be implemented this year.

D. Fraud and Abuse - The Medicare and Medicaid Patient and Program Protection Act of 1987

(summarized in the Appendix) formed the basis for most changes in federal and state activities that will

maintain or improve the integrity of the Medicaid program and its participating providers. The act requires

states to exclude providers from participation under specified circumstances, but permits states some
latitude to determine those acts constituting fraud and abuse. This year a number of states enacted laws

specifying certain actions that would be subject to civil money penalties or would be considered fraud

(e.g. Arizona, Louisiana) or gave Medicaid Fraud Control Units greater investigative or enforcement

powers (e.g. Connecticut, Idaho, Delaware, Rhode Island). Medicaid agencies are often particularly

concerned about prescription drug abuse; this year Oklahoma legislators supported the continued opera-

tion of a Prescription Abuse Data Synthesis model, which has helped to reduce false Medicaid claims and

Kentucky implemented a drug utilization review program to monitor prescription drug use.

E. Eligibility Determinations and Verification -- States are held accountable for accurately determining

eligibility of Medicaid applicants. Payments to the state from the federal government can be reduced for

error rates in excess of certain thresholds. At the same time, states are under pressure from providers

and beneficiary groups to speed up the time taken to determine eligibility. Several state legislatures and
Medicaid agencies took a variety of actions to respond to these competing pressures. For example,

Arizona and California revised laws that places liability with counties for errors in eligibility determi-

nations. Other states modified application forms or procedures in order to speed up eligibility

determinations for certain priority groups, such as pregnant women, disabled persons, and AIDS patients

(see, for example, actions in California, Minnesota, Louisiana, Ohio and West Virginia). Both New York
and the District of Columbia were involved this year in modifying or developing electronic eligibility

verification systems designed to give participating providers access to recipient identification data.

F. Provider Participation - While federal law is fairly specific about the standards that institutional

providers must meet to participate in the Medicaid program, states have much more flexibility to

determine conditions of participation (COPs) for non-institutional providers. A host of state laws adopted
this past year further define COPs for specific types of providers (e.g. community mental health centers,

area education centers, ambulatory surgical centers). A few states are also establishing procedures
designed to increase participation in the program, for example, by assigning staff to help with claims

processing for maternity care providers (e.g. California and Minnesota) or allowing health departments
to provide preventive or maternity services to Medicaid recipients (e.g. Colorado and Kentucky). Some
actions, however, have the effect of limiting participation to those providers whose rates are more
competitive. In one of the bolder actions this year, Oregon is proposing to contract with preferred

provider organizations for pharmaceutical services, in which a limited number of pharmacies would be
selected, based on lower prices, to deliver services to Medicaid recipients in different geographic areas.

V. OTHER MEDICAID-RELATED STRATEGIES

In the category of other Medicaid-related changes are those state initiatives that represent innovative

approaches to fill gaps in Medicaid coverage or solve problems in Medicaid program administration or

15



financing. A few of these developments are summarized here. Readers looking for clues about new or

emerging issues in the Medicaid program are encouraged to glance at the "Other Strategies" section

of each state's profile to see what is on the horizon.

A. Waivers and Pilot Projects - State Medicaid agencies often request federal assistance in paying

for demonstrations or pilot programs by seeking federal waivers under Congressionally-defined policies.

For example, in 1988, more than a dozen states reported on changes or renewals to existing home and

community-based services waiver programs for the aged, disabled or developmentally disabled, or will

be applying for new waivers in the next year. California recently became the fifth state to receive HCFA
approval of an AIDS home and community-based services waiver, but another six states are currently

developing such applications or were authorized to do so by the state legislature (in Florida, Georgia,

Iowa, New Hampshire, Pennsylvania, and Washington). States may also authorize a new pilot or

demonstration program that requires one or more HCFA waivers, in order to test out new ways of

delivering services or paying providers. New York's legislature authorized two new demonstration

programs this year -- one to test managed care approaches and innovative payment methods for a group

of AFDC and Home Relief recipients and the other to develop emergency room diversion techniques.

B. Long-Term Care Programs and Policies - This category also includes a variety of other state laws

or regulations that directly effect the Medicaid program, yet are technically within the purview of other

state agencies. For example, at least 1 4 states authorized new or expanded programs (often administered

by state units on aging) to provide home and community-based services for non-Medicaid eligible people

to delay or prevent the institutionalization of those who might otherwise enter nursing homes and quickly

become Medicaid-eligible. A few of these programs are targeted to developmentally disabled children

or adults who are deinstitutionalized as for example in Iowa, New Hampshire, and Texas. In 1 988, a half

dozen states instituted strict certificate-of-need moratoria on building nursing facilities, enforced by the

state health planning or facility licensing agency. At least seven state Medicaid agencies are working with

the private sector to design new private long-term care insurance products, but other states (e.g.

Minnesota and South Carolina) have more immediate concerns about what information is provided about

the Medicaid program by those selling existing policies.

C. Financing - Budget pressures and strained state economies often require states to devise innovative

or creative ways of raising funds in order to expand Medicaid eligibility or pay for unanticipated expenses
of the Medicaid program. Maine decided to finance its Medicaid eligibility expansions with some extra

hospital assessments. Donations by private entities that are used to qualify for federal matching payments
remains a questionable fundraising strategy for some states (e.g. Tennessee and West Virginia), but the

Tax Corrections Act of 1988 bars HCFA from issuing final rules on this subject until next May 1989.

California entered into this gray area by passing a law authorizing a donated funds account. And Arizona
continues to grapple with the expensive task of bringing long-term care into the Medicaid program.

D. Studies - Numerous state legislatures required special studies, either of their entire Medicaid
program (e.g. Maryland, Utah and Virginia), of the impact of AIDS on the Medicaid program (e.g. Florida,

Louisiana, New York, Utah), or any one of a myriad of issues.
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HIGHLIGHTS AND TRENDS IN STATE INDIGENT CARE PROGRAMS
1988

Clearly, the most significant indigent care legislative development among all the states during

1 988 was the passage of the Massachusetts Health Security Act. It established the most comprehensive

program of all the states to insure health insurance coverage and access to health care by all of its

citizens. However, this year saw another 28 states and the District of Columbia also enacting measures

--though less sweeping - designed to alleviate problems in gaining access to care for selected segments

of the uninsured.

This summary reviews state legislative developments during 1988 in seven major categories:

1) incentives to employers to cover workers' health insurance; 2) strategies to assist hospitals bearing

a greater burden of uncompensated care; 3) major changes in state and/or county financing and ad-

ministration of indigent care programs; 4) state planning or study activities seeking to develop broader

programs for the uninsured; 5) limited or targeted approaches involving one segment of the uninsured

or underinsured population; 6) a number of state resolutions urging the Federal government to take

action to resolve the problem; and 7) risk pools for the medically uninsurable and pharmaceutical

assistance programs for the aged and disabled.

One of the most popular approaches to improving coverage for low-income populations is through

expansion of Medicaid eligibility requirements, either through new federal mandates or state options

within existing Medicaid guidelines. These were covered in the section on Medicaid.

A. Employer Incentives

The Massachusetts Health Security Act represents an important development in efforts to provide

health coverage for everyone for at least two reasons. First, the law will guarantee health coverage for

all employees working over 30 hours per week (and some others working at least 20 hours per week) by

January, 1992. Massachusetts thus becomes the second state, along with Hawaii, to compel firms to

provide health insurance to their employees. According to the Massachusetts law, by 1992, all

employers of six or more employees must provide health coverage or be subject to a 12% tax on the first

$14,000 of wages paid to all eligible employees. Small employers (with five or fewer workers) are to be
offered incentives and special assistance to encourage them to provide health insurance. The second
feature of the Massachusetts law that is important is that it assures health insurance coverage for all

those not otherwise covered by an employer plan or the state's Medicaid program. A new Department
of Medical Security (DMS) is established, with powers to provide a program of health insurance coverage -

by contracting with insurance plans, such as private insurance plans, Blue Cross and Blue Shield plans,

and HMOs (it will not function as an insurance company itself). Because this part of the program will be
financed through state general revenues, its actual implementation, scheduled for 1992, will depend to

a large extent on the state's revenue generating capacity in the years to come.

Four other states that took steps to expand employer-based health insurance through voluntary,

incentive-based approaches were California, New York, West Virginia, and Wisconsin. California

legislators enacted the Small Employer Health Coverage Incentive Act, which authorizes for a specified

5-year period, tax credits by small employers (firms of no more than 25 eligible individuals). To qualify,

the employer must pay or incur at least 75% of the monthly premium for the individual or their dependents
for a minimum set of basic health care benefits. However, the credits can only be granted if the state tax

board determines that state's economy produces enough revenues to sustain such tax credits. In West
Virginia, legislation was passed creating a Small Business Health Insurance Initiative Program to make
available affordable health insurance to those businesses with 50 or fewer employees through a multiple

small employer insurance pool run by the Public Employees Insurance Agency.

Wisconsin passed a law authorizing funds to conduct three pilot projects forthe uninsured, which
will make subsidies available for about 1 200 people without health insurance and whose income is below
1 75% of the federal poverty line. The pilots include: 1 ) a group plan to provide subsidies for low-income
working individuals to purchase health insurance offered by their employers; 2) an employed individual

plan to subsidize low-income workers in firms that offer group insurance to their employees for the first
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time (this plan is one of the projects funded by the Robert Wood Johnson Foundation); and 3) an

alternative coverage plan to provide subsides for people with existing health conditions to obtain coverage
through Medicaid.

New York established a Committee on Expanded Health Care Coverage was charged with

designing two regional pilot projects to provide health coverage under "insurance or equivalent

mechanisms for uninsured or underinsured individuals and families and to provide health care coverage
for catastrophic expenses". The pilot projects will include an individual subsidy program to help pay
premiums for uninsured people with family incomes below 200% of the poverty level as well as an

Employee Incentive Program, to assist small employers with subsidies forthe purchase of health coverage
for their employees. The projects will be funded with approximately $14 million in revenues from the

statewide bad debt and charity care pool. In related action, the Maine legislature modified the eligibility

criteria for a demonstration managed care program for the uninsured set up last year, by targeting

enrollment to low-income individuals employed in small businesses (under 15 workers) and to the self-

employed.

B. Hospital Uncompensated Care

At least five states (Florida, Massachusetts, New Jersey, New York, and South Carolina)

operate revenue pools. These are designed to collect and redistribute funds to hospitals that have
greater proportions of bad debt and charity care because they serve more people without health

insurance. Ohio was added to that list this year, by passing a law creating a Hospital Care Assurance
Program Fund and the Disproportionate Share Fund. The law assesses hospitals 0.5 percent of total costs

to be paid into a pool. Disbursements to hospitals will be made based on a formula that calculates each
hospital's "indigent care factor" that is based on the percentage of Medicaid patients served by each
hospital.

Two other states — Massachusetts and New York — made some changes in their bad debt and
charity care pools. Massachusetts retains their Uncompensated Care Pool as it transitions to the new
Health Security program, in order to reimburse hospitals for free care and bad debt generated by people
who do not have insurance. The pool continues to be funded through surcharges on hospital bills paid

by all insurers. However, because uncompensated care is expected to decline as more people become
insured, state legislators capped the pool at its current level of $325 million and promised to drop total

assessments each year through FY 1991.

New York adopted changes in the context of a law revising the state's regulation of hospital rates.

The bad debt and charity care regional pools, which are funded through add-ons to all inpatient rates and
charges (except Medicare), will have a statewide weighted average add-on of 5.48%. Additional amounts
transferred from the statewide pool into the regional pools make up any differences between the rate and
charge average add-on of 5.93%. Regional pool dollars are distributed to hospitals on the basis of their

bad debt and charity care load. Of the estimated total of $355 million in regional pools, approximately $94
million is distributed annually to major public hospitals, which are entitled to receive slightly more than
their actual bad debt and charity care. For the statewide pool, hospitals will be assessed 1 .075% in 1 988,

1.05% in 1989 and 1% in 1990 on gross inpatient revenue (except for financially distressed hospitals).

After transfer of the statewide pool funds into the regional pools, any remaining funds will be allocated

to a financially distressed hospital capital fund pool and to financially distressed hospitals' base year
needs. Funds remaining in the statewide pool after these disbursements must go to regional pilot

projects for coverage of the uninsured and catastrophic expenses, and to priority services such as
maternal and child health and AIDS.

Florida, which regulates increases in annual hospital budgets, revised the statute governing that

process by changing the definition of the maximum allowable rate of increase (MARI) so that it takes into

account each hospital's percentage of Medicare patients (50% credit), and Medicaid and charity care

days (100% credit). In addition, data on hospitals' uncompensated care costs and utilization of hospital

services by the medically indigent will be collected in two new state health data commissions set up this

year in Georgia and Wisconsin. Finally, the District of Columbia passed a law clarifying the authority

of the health planning agency to require minimum charity care levels by District hospitals.
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C. Changes in State/County Administration of Indigent Care Programs

Most states administer and finance indigent care programs in conjunction with county

governments, in order to assure access to health care services for people who have very low incomes

but do not qualify for Medicaid. The most significant changes this year were made in Florida's Shared

State and County Program. Legislation authorized an additional $10 million (for a total of $30 million) to

allow for completion of the state/county primary care system in all 67 counties. It also broadened the

scope of county health care special districts by allowing them to fund (through voter-approved taxes): a)

county-owned and operated hospitals, b) hospital services for indigents in private or public facilities, and

c) the county's share of state or federal indigent care programs which require county contributions. The
law clarifies state and county financial obligations for hospital care provided to indigents and requires that

hospitals meet minimum charity care obligations each fiscal year (defined as at least 2% of

uncompensated charity care days out of total inpatient days). Hospitals must also admit all patients for

emergency treatment in order to receive payments from counties. The state must establish uniform

eligibility determination procedures, forms and minimum criteria for use by the counties to determine

whether people qualify as indigent, generally defined as persons living in families with incomes below

100% of the poverty level and without any other health insurance. One of the more unusual features of

the law is that it allows counties to condition eligibility for the inpatient hospital services on participation

in a case-managed outpatient services program operated by, or under contract with, the county health

department, by a community or migrant health center, or by a private physician providing case-managed
care.

Other states that modified their state/county indigent care program this year included Idaho,

Indiana, Michigan, and South Dakota. The most significant changes occurred in Michigan, which now
permits counties to establish "patient care management systems", as an alternative to a county general

assistance-medical care program (which pays for ambulatory care) and a county resident hospitalization

program (which pays for hospital care). The new patient care management systems will arrange for

comprehensive care of GA recipients by contracting with certain hospitals and health care providers,

implementing utilization review and prior authorization procedures, and developing guidelines for referral

to substance abuse prevention, treatment and rehabilitation services. Wayne County (the largest in the

state, encompassing Detroit) was expected to implement the program in October, 1988.

D. Studies, Task Forces, and Ballot Referenda

At least eight states set up task forces or study commissions during 1988 to examine alternative

solutions to the problem of the uninsured in their states. Six of these task forces are legislatively

established (Iowa, Minnesota, Rhode Island, Tennessee, Vermont, and Virginia), and two were set

up by the Governor (Maryland and Oregon). Many of these states can be expected to examine the

possibility of expanding employer-based health insurance, although none of the resolutions specifically

require it. Most require reports and recommendations for legislative consideration at the start of the new
legislative sessions in 1 989. When combined with another ten states whose commissions or task forces
are expected to report soon, this means the issue will continue to receive considerable attention next

year. Finally, voters were asked, through state ballot initiatives or referenda in the November, 1988
elections, to consider whether to raise taxes or devise other mechanisms to finance care for the uninsured
in Missouri, Georgia, and California. The Missouri initiative was defeated, and the California and
Georgia initiatives passed.

E. Limited and Targeted Approaches

States that cannot finance more comprehensive solutions to the problem have often turned to

strategies that address more limited groups of the uninsured. This year was no exception when
numerous states took a variety of approaches.

1. Catastrophic Coverage -- New Jersey established a Catastrophic Illness in Children Relief

Fund, for children ages 1 8 or younger, whose medical expenses, not covered by another insurance policy

or government program, exceed 30% of a family's income up to $100,000 (or more than 40% of family

income greater than $100,000). Revenues will be raised by levying a $1.00 annual surcharge per

employee for all employers subject to the state's Unemployment Compensation law, with approximately
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$3.1 million anticipated in the first year. New York also authorized a small demonstration project to test

an approach for covering catastrophic illnesses and Pennsylvania legislators will be studying alternatives

for financing catastrophic coverage for children over the next year.

2. Prevention - Colorado created a "Breast Cancer Screening Fund" with $100,000 in general

fund revenues to make screening services available to women whose economic circumstances or

geographic location would otherwise limit access to screening facilities.

3. Work Transition Medical Coverage - Following the example of several other states, Hawaii,

Delaware, Iowa, Nebraska, and Wisconsin set up programs to extend Medicaid or state-only financed

medical coverage for a full year for families that formerly received AFDC or GA in order to encourage the

parents in those families to seek and retain employment. (All states will be required to provide such
coverage as of April 1 990 under new provisions in the Family Support Act - see Appendix for a summary
of this law.) Similarly, Massachusetts, in the Health Security Act, allowed up to 2 years of transitional

medical coverage for former welfare recipients earning less than 185% of the federal poverty line. Both

Massachusetts and Maine launched programs to permit working disabled people to buy-in to medical

coverage offered by the state, by paying lower premiums than they would under commercially available

plans. New York extended a temporary program from January 1988 to March, 1989 to assist dislocated

workers, laid off in groups of more than 50, by paying health insurance premiums for a certain length of

time.

4. Malpractice Insurance Subsidies -- Like another couple of states, Arizona will soon provide

qualified immunity from medical malpractice actions (except for gross negligence) for health professionals

providing treatment within the scope of their practice at non-profit clinics where neither the professional

nor the clinic receives compensation for the treatment provided. In a similar vein, North Carolina

established a fund ($240,000) for a pilot program to pay family physicians and obstetricians who agree

to provide prenatal and obstetrical services in counties that are underserved. The money will be used
to subsidize malpractice premiums, up to a maximum of $6,500 per physician. Those assisted by this

program may not refuse to provide care for any patient based on economic status or ability to pay.

5. Regional Demonstration Projects - Minnesota allocated $200,000 for a regional demonstration

project which will test different methods of providing health coverage to low-income uninsured persons
in a 9-county region. The funds will be used to subsidize insurance premiums but implementation is

contingent upon securing other funds from non-state sources. It also provided $40,000 for another

smaller demonstration program in a multi-county area of the state.

F. State Resolutions Urging Federal Action

Many states sent resolutions to their Congressional representatives and national organizations

urging federal action to address the problem of the medically indigent. Two states - California and
Minnesota - want more flexibility than is currently allowed under the federal Employee Retirement
Income Security Act (ERISA) to require employers to provide health insurance. Other states, including

Hawaii, Michigan, Minnesota (in a different resolution), and Rhode Island recommended adoption of

a national health insurance program.

G. Risk Pools and Pharmaceutical Assistance for the Aged or Disabled

Unlike previous years, 1988 did not witness any state adopting a new risk pool for the medically

uninsurable. In fact, one state - Illinois - which authorized a risk pool in 1 987 was unable to implement
the program in 1988 because it relied for financing on state appropriations which were not forthcoming.

Two states - Georgia and Utah - did authorize studies to examine the feasibility of setting up high risk

pools for the medically uninsurable. It is possible that state legislatures are becoming more hesitant

about setting up these pools, recognizing that although financed by tax credits to contributing insurers,

they are not cost-free. Nor did any state enact a new program providing financial assistance for low-

income elderly or disabled people in the purchase of prescription drugs. This is likely attributable to the

focus being placed on federal coverage of prescription drugs under Medicare, newly authorized in the

Medicare Catastrophic Coverage Act.
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ABBREVIATIONS AND KEY

Note: Policies adopted through legislation are indicated with a

legislative bill and law number (e.g. SB 1411, Ch.102, 1988 Laws).

Policies adopted through Medicaid agency regulations or state plan

amendments do not have any number indicated.

AFDC: Aid to Families with Dependent Children

ANDs: Administratively Necessary Days
CMHC: Community Mental Health Center

CN: Categorically Needy
COBRA: Consolidated Omnibus Budget Reconciliation Act of 1985

CON: Certificate of Need
COPs: Conditions of Participation

CPI: Consumer Price Index

DD: Developmentally Disabled

DEFRA: Deficit Reduction Act of 1984
DEPARTMENT: State Medicaid Agency or Department in which it is housed

DHHS: U.S. Department of Health and Human Services
DME: Durable Medical Equipment
DRG: Diagnosis-Related Group

EPSDT: Early and Periodic Screening, Diagnosis and Treatment
ESRD: End Stage Renal Disease

ER: Emergency Room
FFP: Federal Financial Participation

FFS: Fee-For-Service
FY: Fiscal Year
GA: General Assistance

HCBS: Home and Community Based Services
HCFA: Health Care Financing Administration
HHA: Home Health Agency
HIO: Health Insuring Organization
HMO: Health Maintenance Organization
ICF: Intermediate Care Facility

ICF/DD: Intermediate Care Facility for the Developmentally Disabled
ICF/MH: Intermediate Care Facility for the Mentally Retarded

IMD: institution for Mental Disease
,P: Inpatient

LOS: Length of Stay
LTC: Long Term Care
MAC: Maximum Allowable Cost
MMIS: Medicaid Management Information System
MN: Medically Needy

MNIL: Medically Needy Income Level
MR: Mentally Retarded
MRI: Magnetic Resonance Imaging

OBRA: Omnibus Budget Reconciliation Act (relevant year should follow)
OP: Outpatient

OPD: Outpatient Department
OTC: Over-the-Counter (Drugs)
PHP: Prepaid Health Plan
PNA: Personal Needs Allowance
PRO: Professional (or Peer) Review Organization
SNF: Skilled Nursing Facility

SSI: Supplemental Security Income
TEFRA: Tax Equity and Fiscal Responsibility Act of 1982

TPL: Third Party Liability

UR: Utilization Review
WIC: Women, Infants and Children (Supplemental Food Program)





STATE CHARTS
MAJOR CHANGES IN STATE

MEDICAID AND INDIGENT CARE PROGRAMS
1988

ALABAMA
Benefits Eligibility Reimbursement Administration & Management

Outpatient Surgery - Expands

coverage for services provided in

outpatient surgery settings, eff.

2/88.

Day Health Care - Expands

coverage of adult day health

services to include day

hospitalization, supportive

treatment and child day treatment,

eff. 6/88.

PNAs - Increases PNA for

recipients in LTC facilities to $30,

an increase of $5, eff. 7/88.

Pediatric Care - Covers standby

pediatrician services following a

cesarean section, eff. 6/88.

Prenatal Care Covers fetal

oxytocin stress tests, eff. 11/87.

Obstetrical IP Stays - Expands

coverage of medically-necessary

inpatient hospital days for

deliveries for recipients who have

exhausted theirannual 1 2-day limit,

eff. 7/88.

Oxygen - Eliminates reimbursement

for oxygen services for the first 24

hours of confinement in a nursing

home facility, eff. 5/88.

Children's Dental Care - Limits

preventive dental services for

recipients under 21 to once every

6 months, eff. 4/88.

HHAs - Eliminates prior

authorization requirementforhome

health visits, eff. 1/88.

Pregnant Women and Children -

Expands eligibility to pregnant

women and children up to age 1

with family incomes up to 100% of

federal poverty level, eff. 7/88.

Pregnancy-related services (family

planning and postpartum care)

covered through the end of the

month in which the 60th

postpartum day falls, regardless of

any change in the income of the

family unit. Also adopts the

presumptive eligibility option,

permitting designated providers to

grant temporary eligibility, eff. 7/88.

Institutionalized Recipients -

Eliminates eligibility for recipients

in a nursing home whose incomes

increase to a level exceeding the

eligibility limit, eff. 5/88. (SB 56, Act

88-539, 1988 Laws)

Dual Enrollees - Pays Medicare

inpatient Part A deductible and

coinsurance charges for dually-

eligible Medicaid recipients, eff.

1/88.

Obstetrical Care - Increases global

obstetrical care fees by 50%,

raising rates to $675 for a vaginal

delivery and $705 for a C-section,

eff. 1/88.

Nursing Home Bed Reserve Days -

Clarifies policy regarding non-

payment of reserved bed days for

nursing home recipients who are

discharged from the nursing home

to a hospital, 10/87.

HHAs - Requires home health

providers to submit annual

Medicare cost reports to Medicaid

within 30 days of submission to

Medicare, and adjustments or

settlements within 30 days of

receipt, eff. 9/88.

Utilization Review - Agency

assumes responsibility for

performing IP hospital UR with

preadmission review for all elective

admissions and retrospective

review using a severity of

illness/intensity of service criteria

for admissions and continued

stays, eff. 10/87.

Managed Care - Authorizes

voluntary HMO enrollment in

Sumter County by Medicaid

recipients, eff. 6/88. Authorizes

voluntary HMO enrollment in

Choctaw County by Medicaid

recipients, eff. 8/88. (Voluntary

HMO enrollment previously

authorized in Greene County and

Hale County.)

TPL - Requires claims with credit

balances for overpayment due to

third party liability to be corrected

by 7/88. Credit balances on claims

as a result of third party payment

are to be corrected within 60 days.

Nursing Home Patient Review -

Implements OBRA-87 utilization

review requirements for nursing

home patients with mental illness

or related conditions. Assessment

is to determine whether or not: 1)

placement in an ICF/MR would be

more appropriate; and 2) active

treatment services are warranted.

Review and disposition is to be

completed by 4/90; identification of

all nursing home residents who

meet the definition is required by

6/88.

Eligibility Verification - Allows

providers to obtain a recipient's

Medicaid number from the agency

in situations when it is unavailable

from the recipient, eff. 11/87.
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Other Medicaid-Related Strategies

HCBS Waiver - Continues and expands home and community-based services for the elderly and disabled who would be otherwise institutionalized

under a five-year renewal from HCFA of the 2176 waiver; program slots will increase by 500 each year. Effective 10/87.

Freedom of Choice Maternity Care Waiver - Requires preqnant women in 6 selected counties to receive pregnancy-related services from certain

designated providers, eff. 9/88.

Study - Establishes a6-member joint legislative committee to study the transfer of the Waivered Services Program from the Commission on Aging

to the Dept. of Human Resources, which took effect on May 1 , 1987; the program was returned to administration by both departments - Aging

and Human Services - on September 1, 1987. (SJR 41, Act 87-635, 1987 Laws)

AIDS - Establishes an ongoing Special Legislative Advisory Commission on AIDS to assist the legislature in evaluating proposed legislation to

prepare the state to deal with the AIDS crisis, including approaches to financing the health care and related needs of individuals who are

impoverished because of the disease. The Commission is to make recommendations to be used as guidelines for passing and implementing

applicable legislation. (HJR 66, Act 88-213, 1988 Laws)

ALASKA
Benefits Eligibility Reimbursement Administration & Management

Druqs - Covers prescription drugs

under the Medicaid program

(formerly covered on a state-only

funding basis) on a one-year trial

basis, eff. 1/89. Open formulary is

anticipated. (SB 255, Ch. 1 20, 1 988

Laws)

Prenatal Care - Covers case

management, eff. 1/89) and

nutrition services, eff. 7/89, for

pregnant women. (SB 348, Ch. 119,

1988 Laws)

Preqnant Women and Children -

Expands eligibility to include

pregnant women and infants up to

one year old, with incomes up to

100% of the federal poverty level,

eff. 1/89. Children will be added in

one year increments in each

successive year. (SB 348, Ch.119,

1988 Laws)

ARIZONA
Benefits Eligibility Reimbursement Administration & Management

Liver Transplants - Includes Preqnant Women and Children - Hospitals - Permits the director to LTC System Implementation -

medically necessary liver

transplants, along with

immunosuppressant medications,

beginning 10/1/88, as an allowed

EPSDT service for categorically

eligible children under age 18,

subject to federal financial

participation above the prepaid

capitation rate. (SB 1486, Ch. 302,

1988 Laws)

Family Planninq - Includes family

planning as a covered service

under AHCCCS, excluding

abortion, abortion counseling and

optional clinic services; allows

prepaid health plans to not provide

family planning services but if this

occurs, allows the AHCCCS

Clarifies that the pregnant women

and children coveredas of January

1 , 1 988 may have family income up

to 1 00% ofthe federal poverty level.

(SB 1182, Ch. 3, 1988 Laws)

LTC - Conforms county long-term

care resource eligibility

requirements to Medicaid eligibility

standards. (SB 1182, Ch. 3, 1988

Laws)

Spousal Impoverishment - Under

statefunded programs, permits the

exclusion of separate property

owned by a married applicant's

spouse that does not exceed

$75,000 in determining the net

worth of the resources of the

defer liability of health care plans

for care provided to members who

are hospitalized on the date of

enrollment or under other

circumstances; in these cases,

payment is based on a capped

FFS basis for services other than

hospital care and at rates

established by AHCCCS or the

health plan for hospital care,

whichever is less. (SB 1486, Ch.

302, 1988 Laws)

LTC - Allows denial of claims

submitted by prepaid health plans

for reinsurance submitted more

than 9 months after the last date

of service (or clean claims

submitted after 12 months, lowered

Authorizes the Governor, after

consultation with the legislature, to

implement the Arizona Long-Term

Care System (ALTCS) for the

developmentally disabled on

10/1/88 (has been delayed until

1/1/89), but to delay implementation

of services for the elderly and

disabled until January 1, 1989 at

the latest. (SB 1486, Ch. 302, 1988

Laws)

LTC - Requires the amount of

money spent by LTC program

contractors on home and

community-based services to be

limited in accordance with federal

monies made available for these

services; requires a limit on
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ARIZONA continued

Benefits Eligibility Reimbursement Administration & Management

administration to contract directly

with another provider for these

services. (SB 1486, Ch. 302, 1988

Laws)

LTC - Deletes adult care home

services and adult foster care

home services from the list of

home and community-based

services that may be provided to

eligible ALTCS clients, but permits

all allowable HCB services to be

provided in adult care homes or

adult foster homes. (SB 1486, Ch.

302, 1988 Laws)

Emerqencv Services - Authorizes

theAHCCCS directorto allow only

emergency medical services for

reimbursement purposes, delivered

to persons determined eligible for

state programs but not yet enrolled

in the system; this limitation does

not apply to the categorically

needy population. (SB 1 1 82, Ch. 3,

1988 Laws)

applicant. (SB 1486, Ch.302, 1988

Laws)

Eligibility Screeninq - Requires

counties to screen persons

applying for the medically needy,

medically indigent (MN/MI) or child

health care programs for

categorical eligibility for Medicaid

(AHCCCS) ardto referthose who

appear to be so eligible to the

Department of Economic Security

(contingent upon federal agreement

with AHCCCS on an increased

reimbursement rate for that

category). (SB 1182, Ch. 3, 1988

Laws)

Income Criteria - Adds a

from 18 months). (SB 1486, Ch.

302, 1988 Laws)

LTC - Allows th eAHCCCS director

to execute discounted FFS

contracts or to pay providers

directly on a discounted FFS basis

for ALTCS members who are not

enrolled with program contractors

(because the county does not have

a program contractor), subject to

the approval of legal counsel. (SB

1486, Ch. 302, 1988 Laws)

aggregate number of allowable SNF

and ICF beds available for ALTCS

clients based on a percentage of

expenditures made for home and

community-based services (if

HCBS costs rise, SNF/ICF beds

must drop). Also requires

establishment of a selective

contracting method for allowable

number of SNF/ICF beds for each

contractor. (SB 1486, Ch. 302,

1988 Laws)

LTC - Adds to the list of services

that may be provided directly by

county governments (rather than

by subcontract): home and

community-based services

provided prior to the full

implementation of ALTCS,

specialized institutional services for

patients with AIDS or dual

diagnoses, subacute services for

patients dependent on ventilators

or IVtherapy, intense rehabilitation

services, respite, and other

services specifically approved by

the director. (SB 1486, Ch. 302,

1988 Laws)

Claims Review - Permits AHCCCS

requirement for persons who meet

age criteria under an optional

Medicaid eligibility category to meet

federal poverty income limits; this

allows AHCCCS to convert

eligibility categories currently

funded entirely with state funds to

federally funded Medicaid

categories. (SB 1182, Ch. 3, 1988

Laws)

to conduct post-payment review of

all claims paid and permits

recoupment ofmonies erroneously

paid, according to new rules. (SB

1182, Ch. 3, 1988 Laws)

LTC Financial Reportinq - Requires

hospitals, nursing homes and

hospices providing ALTCS services

to submit audited annual financial

reports according to a uniform

accounting report format that

includes utilization and staffing

information. Also allows AHCCCS
to perform audits on the financial

records of nursing care institutions

and hospices that receive at least

$750,000 annually for services

provided to ALTCS clients. (SB

1486, Ch. 302, 1988 Laws)

Eliqibilitv Determinations -Modifies

the quality control procedures used

to review eligibility determinations

by the counties; lowers the

allowable certification error rate
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from 5% to 3% and revises the

formula used to calculate

disallowed erroneous payments

owed by the counties. Permits the

AHCCCS administration to

conduct quality control analyses

of preadmission screenings

performed by the department or

the counties and requires

payments to the state or to

providers for unpaid services

rendered to people incorrectly

determined eligible. (SB 1486, Ch.

302, 1988 Laws)

Fraud & Abuse - Makes Dersons

providing fraudulent or false

information to the county or state

as part of an application, subject

to a civil penalty in the amount

incurred by AHCCCS, including

capitation payments made on their

behalf. Aiso adds to the list of

prohibited acts, submission of

claims for patients who were not

members on the date of the service

or for physician services claims

when the service was not provided

by a physician. (SB 1 486, Ch. 302,

1988 Laws)

LTC for I ndian s - Permits AHCCCS
to contract, through an intergov-

ornmpntnl anroomont \A/ith anCI 1 II 1 Id 1 LCtl CiL) 1 CCl 1 Id 11, WILI 1 dl 1

Indian tribe, tribal council ora tribal

organization for the provision of

LTC services to eligible members.

(SB 1486, Ch. 302, 1988 Laws)

Other Medicaid-Related Strategies

LTC Financinq (County Contributions) (All provisions in SB 1486, Ch. 302, 1988 Laws)

1 ) Eliminates county responsibility for long-term care services, but requires counties to continue to provide LTC services not covered under

ALTCS to individuals who are determined to be medically ineliqible for ALTCS until 10/1/89. Requires a study on the issue of county maintenance

of effort by 3/1/89.

2) Limits the pooled county contribution to ALTCS such that for FY 88-89, counties' total contribution will not exceed $39.6 million, with

each county's share based on estimated proportion of each county's net expenditures for FY 87-88 for acute and LTC services to the total

expenditures made by all counties. For FY 89-90, the counties' total contribution will not exceed $95.4 million with each county's share based on

a certified audit of the proportion of each county's net expenditures in FY 87-88 for acute and LTC services to the total expenditures made by all

counties. The legislature must readdress the county contribution issue for FY 90-91.

3) Permits counties to bill for the actual cost of services to county long-term care clients who are ineligible for the Arizona long-term care

system due to excess resources between January 1 and October 1 , 1989, until the person's remaining resources equal the maximum allowable

limit under ALTCS.

4) Appropriates $5.5 million from the state general fund to the county LTC fund for FY 88-89 and FY 89-90, to provide services to county

"residual" clients (those who care currently receiving non-Medicaid long-term care but will not be transitioned to the ALTCS program due to

ineligibility for Medicaid) or to contribute to the county's share of the contribution to ALTCS. Also establishes in statute the amounts that each

county receives from this bail-out. Requires the Auditor General to conduct an audit of county non-Medicaid expenditures for LTC and revenues
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for the five fiscal years from FY 86-87 to FY 90-91 and requires a report be prepared that compares counties' costs for residual clients and monies

contributed to the ALTCS with projected costs the counties would have incurred without ALTCS for FY 88, FY 89 and FY 90; report required by

2/1/90. (SB 1486, Ch. 302, 1988 Laws)

5) Requires the Auditor General to conduct an audit of county non-Medicaid expenditures for LTC and revenues for the five fiscal years

from FY 86-87 to FY 90-91 and requires a report be prepared that compares counties' costs for residual clients and monies contributed to the

ALTCS with projected costs the counties would have incurred without ALTCS for FY 88, FY 89 and FY 90; report required by 2/1/90.

LTC and Uncompensated Care Financing - Requires the Joint legislative Council for AHCCCS to employ consultants to study the issue of county

maintenance of effort for long-term care services and the impact of the reduction in long-term care services (due to lower income and resource

criteria for ALTCS) on uncompensated care provided by hospitals and health care agencies; report due to the legislature by 3/1/89. (SB 1486. Ch.

302, 1988 Laws)

LTC Funding Study - Terminates the Select Committee on funding systems for long-term care as of December 31 , 1988. (SB 1182, Ch. 3, 1988

Laws)

Transplant Study - Establishes a joint legislative study committee on transplants to evaluate the need for and determine the fiscal impact of

expanding coverage for additional medically necessary transplants and immunosuppressant medications for AHCCCS-eligible patients; to review

polices in other states and determine federal cost sharing in those states; and to report with findings and recommendations by 2/1 /89. (SB 1 486,

Ch. 302, 1988 Laws)

Eligibility Study - Requires AHCCCS, in conjunction with the director of DES and the counties, to conduct a study to determine the prerequisites

for determining eligibility of all MN/MI individuals and submit a report by 7/1/89. (SB 1486, Ch. 302, 1988 Laws)

LTC Information - Starting 3 months after full implementation of ALTCS, requires nursing homes to distribute a booklet to be prepared by AHCCCS
that describes the availability of services from ALTCS, including the preadmission screening process, the availability of public and private services

in institutions or the community, and financial eligibility standards for ALTCS and their effect on separate and community property. (SB 1486, Ch.

302, 1988 Laws)

Indigent Care & Uninsured Programs

Professional Immunity - Provides qualified immunity from medical malpractice actions (except for gross negligence) for health professionals

providing treatment within the scope of their practice at non-profit clinics where neither the professional nor the clinic receives compensation for

the treatment provided. (SB 1027, Ch. 166, 1988 Laws)

Small Employer Groups - Adopts rules to implement the "Health Care Group Program ", the employer group plan available through AHCCCS to

firms of 25 or fewer employers. Defines terms; specifies covered and excluded services; establishes eligibility requirements for participation of

employer groups and employees; sets forth contractual provisions for health plans, subcontractors and employer groups; provides standards

for quality of care, marketing, use of information, and reporting requirements; outlines grievance procedures and appeals; establishes payment

standards, including the establishment of copayment schedules; and defines the priority of payment for services when other payors are available,

eff. 10/1/87.

Small Employer Groups - A subsequent set of amendments to these rules increase the time period before pre-existing conditions are covered from

90 days to 1 2 months, with the exception of pregnancy, which is changed from 9 to 1 months. Allows coverage to employer groups which have

had medical coverage in the previous 6 months, only if the employer was terminated by the carrier because the insurer went out of business or

it raised its minimum group size. Deletes a provision that reinsurance is available only for inpatient hospital expenses. (Proposed rule, adoption

anticipated 10/15/88.)

Non-profit Organizations and Taxes - Permits "bona fide" health care organizations to be exempt from state sales taxes upon proof of their 501

(c) status from IRS documents and proof that they use not less than 80% of all revenues solely for "health and medical-related education and

charitable services" (which must be defined); such organizations must file an annual financial audit to prove this. Also exempts these organizations

from property taxes "if the tangible personal property is used by the organization solely to provide health and medical services". (HB 2010, Ch.

303, 1988 Laws) Note: Non-profit hospitals were already exempt from state sales taxes; this law will primarily affect other non-institutional health

care organizations.

ESRD - Permits the Department of Health Services to contract with non-profit organizations to provide, as payers of last resort, prescription

medications and transportation to and from treatment facilities for people with end stage renal disease. (SB 1330, Ch. 78, 1988 Laws)
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Preqnant Women and Children -

Expands coverage of pregnant

women and infants underage 1 for

those with incomes up to 100% of

the federal poverty level (raised

from 75%), eff. 2/88. Also

accelerates the timetable for

coverage of 2, 3, and 4 year olds

with family incomes under 1 00% of

the poverty level so that all children

under age 5 will be covered, eff.

7/88.

Hospital Preadmission Screeninq -

Implements new hospital

preadmission certification and

approval requirements for all

hospital admissions to be

conducted by a peer review

organization, eff. 1/88. Exceptions

are made for obstetrical and

newborn care, inpatientpsychiatric

services, rehabilitation facilities, and

all dental services.
Urgent/emergency admissions

must receive post-admission

authorizations.

Nursinq Home Quality of Care -

Adopts a package of legislation

aimed at improving quality of care

in nursing homes; conditions of

participation in the Medicaid

program are not specifically

addressed, but the laws generally

strengthen the state's ability to

sanction long-term care facilities in

violation of care standards,

establish procedures for the

temporary operation (receivership)

of a long-term care facility, include

residents of LTC facilities in

reporting requirements on abuseof

adults and children, require posting

of surveys and violations in LTC

facilities, and provideforadditional

rociiHpnt rinht<5 f^R 1 A •vXVYX Arte

3, 4, & 5 of 1988 Laws and HB
1003, 1005, 1006, 1007 & 1008-

XXXX, Acts 13, 15, 16, 17, 18 of

1988 Laws)

CALIFORNIA

Benefits Eligibility Reimbursement Administration & Management

Respiratory Services - Includes Undocumented Aliens - Adopts Rural Hospitals - Requires rate Preadmission Screeninq for LTC -

respiratory care as a covered Medi-

Cal benefit; specifically refers to

respiratory rehabilitation services

as a component of intensive

rehabilitative hospital services and

as one of many in-home medical

services that may be provided

upon a finding of cost-savings

compared to hospitalization. (AB

1242, Ch. 94, 1988 Laws)

enabling legislation to implement

federal requirements extending

Medicaid coverage of emergency

care and pregnancy-related

services to undocumented aliens

who are otherwise Medicaid

eligible but not aged, blind,

disabled or under age 18. However,

it requires, as a condition of

eligibility, that applicants declare in

writing whether they are a citizen

adjustments according to a

specified allocation formula for

Medi-Cal inpatient ($2 million

allocated) and outpatient services

($4 million allocated in FY 87-88

and FY 88-89 Budget Acts)

rendered by small and rural

hospitals, eff. 10/87. (SB 1458, Ch.

1476, 1987 Laws) A subsequent

law changed the formula under

which these hospitals would

In the continuing effort to

implement statewide PAS for

people referred to LTC, authorizes

the department to delegate PAS of

hospitalized patients referred for

LTC to the discharge planning

units of hospitals, to be performed

accordingto departmentapproved

criteria, with a report on the

success of this delegated process

due by 3/89. Also requires
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Benefits Eligibility

Case Management - Requires the

department to seek approval to

implement obstetrical case

management for pregnant women

provided through the Child Health

and Disability Program. (SB 2579,

Ch. 980, 1988 Laws)

Hospice - Implements coverage of

hospice services, in the same

scope, amount and duration as

provided by Medicare, as

authorized in 1 986 state legislation;

regulations define services,

establish standards for

participation, and set

reimbursement rates, eff. 1/1/88.

Perinatal Services - Authorizes

coverage of human milk and human

milk derivatives supplied by a

mothers' milk bank. (AB 4690, Ch.

956, 1988 Laws)

X-rays - Makes permanent the ban

on requiring prior authorization for

portable X-ray services provided in

nursing homes, eff. 9/87. (AB 1 959,

Ch. 686, 1987 Laws)

Experimental and Investigational

Services - Updates and clarifies

policy regarding the definition of

experimental services (which are

not covered by Medi-Cal) and adds

the term "investigational services"

which may be approved on a

limited basis when medically

justified and documented to be the

lowest cost item that meets the

patient's needs. Outlines criteriafor

use of investigational procedures,

drugs and equipment that may be

covered. (Proposed rule)

of the U.S. or an alien. Also entitles

aliens considered by the

Immigration and Naturalization

Service to be "permanently residing

under color of law" (PRUCOL) to

the full scope of Medi-Cal benefits,

including long-term care services

or renal dialysis services; requires

the same level of pregnancy-related

services for undocumented aliens

covered under OBRA-86 as it does

for those amnesty aliens under

IRCA (even though the definitions

in federal law differ). Requires

reimbursements to counties for

certain losses of Medi-Cal revenue

as a result of implementing

requirements relating to aliens'

eligibilityforMedi-Cal.(SB175,Ch.

1441, 1988 Laws)

Pregnant Women and Infants -

Expands eligibility to pregnant

women and infants under age one

in families with incomes up to and

including 185% of the federal

poverty level. Also requires that if

a premium is imposed, it cannot

exceed 1 0% of the family's income,

less actual child care costs, that

exceed 150% of the poverty level.

Implementation during FY 88-89 is

dependent on availability of

department funds but full

implementation is required no later

than 4/1/90. Also requires

expedited eligibility determinations

for pregnant women and immediate

issuance of Medi-Cal cards. (SB

2579, Ch. 980, 1988 Laws)

Reimbursement

receive rate increases for

outpatient services as of 7/1/89.

(SB 2549, Ch. 1209, 1988 Laws)

The 1987 law also provides for a

comprehensive assessment of

regulations applicable to small and

rural hospitals, for short-term

technical assistance, and for

special consideration bythe health

facilities financing programs in the

state. The 1987 law authorized the

creation of a "rural alternative

hospital demonstration project"

and application for any necessary

federal waivers, which was further

clarified in the 1988 law. Finally,

another 1988 law permits the

departmentto considerthe special

needs of rural hospitals and to

grant relief on Medi-Cal policies,

reimbursement issues and

operational problems to financially

distressed rural hospitals. (AB

1958, Ch. 999, 1988 Laws)

Prepaid Contracting Pilot Projects -

Permits the CA Medical

Assistance Commission (the rate

negotiating agency) to negotiate

reimbursement to pilot counties or

their subcontractors at negotiated

rates or a fixed net amount basis

based on projected level of

utilization; the due date for an

evaluation study of this pilot

project is extended from 6/88 to

6/90. Also states the legislature's

intention to give preference to

negotiated net amount contracts

for mental health services, which

can remain in effect until 7/91 . (AB

1255, Ch. 1106, 1987 Laws)

Maternal and Child Health Services

- Increases rates for maternity

services, including: 16% increase

in physician rates, 1 0.45% increase

in clinic rates, and an addition $1 50

payment for providers participating

in the comprehensive perinatal

services program (they must

provide 10 or more office visits

beginning in the first trimester.

[This follows an increase in

physician payment rates for

maternity services of 26.5% in FY

Administration & Management

capitated case management

contractors to arrange for an

assessment of the diversion

potential of people referred for

LTC. PAS responsibility can also

be delegated to at-risk capitated

contractors that do not have case

management. Excludes persons

referred to treatment for the

mentally ill or developmentally

disabled from PAS. (AB 651, Ch.

922, 1987 Laws)

Nursing Homes COPs - Prohibits

nursing homes from withdrawing

from Medi-Cal participation unless

they satisfy certain requirements,

including: 1) filing an intent to

withdraw, 2) maintaining in the

facility current Medi-Cal recipients

(except for residents who need to

be transferred for medical reasons),

and 3) advising patients who are

newly admitted of the facility's

intention to withdraw from Medi-

Cal participation and that the

patients can be discharged if they

convert to Medi-Cal. (AB 688, Ch.

1141, 1987 Laws) A related law

requires that nursing homes

transferring 10 or more patients

due to a voluntary change in status

of the license, including voluntary

termination of Medi-Cal or

Medicare certification, mustsubmit

a relocation plan prior to patient

transfer to the state and to the

local ombudsperson. (AB 2196,

Ch. 1251, 1987 Laws)

Organ Transplants - Requires, as

acondition of participation in Medi-

Cal, that acute care hospitals

comply with requirements to

identify potential organ and tissue

donors and cooperate in the

procurement of anatomical gifts.

(AB 2961, Ch. 215, 1988 Laws)

Physician Case Management -

Authorizes the expansion of an

existing program that contracts

with counties (negotiated by

specially created health

commissions in thosecounties) for

the provision or arrangement of all

Medicaid services on a capitated
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86-87.] Also increases outpatient

provider rates by 10% for

comprehensive children's office

visits and well-child examinations.

(AB 224, Ch. 313, 1988 Budget

Act) A subsequent law

authorizes, but does not require,

rate increases after 1/1/89 for non-

C-section obstetric care by up to

18%. (SB 2579, Ch. 980, 1988

Laws)

Outpatient Services - Increases

reimbursement for home health

agency services by 10% and

portable X-ray services

(transportation) by 50%, eff.

5/15/88. (AB 224, Ch. 313, 1988

Budget Act)

Disproportionate Share -

Implements federal requirements to

determine increases for

disproportionate share hospitals

that meet criteria specified in

OBRA-87; authorizes $50 million

annually for rate increases effective

in FY 88-89 continuing through FY

90-91. State plan amendment

pending. (AB 4563, Ch. 981, 1988

Laws) Another law requires the

department develop an outpatient

disproportionate share factor for

each hospital; the augmentations

to rates must be based on the

degree to which a specified

threshold of total OP gross

revenue attributable to Medi-Cal is

exceeded by each hospital; $8

million is authorized for these rate

increases during FY 88-89. (SB

2563, Ch. 976, 1988 Laws)

Nursing Homes - Authorizes

appropriations to increase nursing

home payment rates to reflect

additional labor costs associated

with an order by the state's

Industrial Welfare Commission to

increase the minimum wage to

$4.25/hour, eff. 7/1/88. (AB 224,

Ch. 313, 1988 Budget Act)

Pharmaceuticals Makes an

exception to the law requiring

reduction in provider payments

when total program costs exceed

rate or risk-sharing basis with

primary care providers under a

case management system. Allows

for such contracts to use a

"modified primary care case

management" definition, in which

capitated services are limited to

primary care physician office visits

only, subject to receiving any

necessaryfederal waivers. Permits

recipient disenrollment upon

request (rather than for good

cause). Grants of up to $400,000

are available for counties to

develop such county health

systems. (SB 21 74, Ch. 1348,1988

Laws) A related law permits

counties acting singly or together

to establish special health care

commissions with the power to

negotiate exclusive contracts with

the state to provide or arrange for

care to Medi-Cal recipients. (AB

3951, Ch. 783, 1988 Laws)

Managed Care Pilot Programs -

Requires the state to implement

pilot programs to test the

effectiveness of guaranteed

eligibility or lock-ins or both for

periods of up to six months, as an

incentivefor Medi-Cal beneficiaries

to enroll in prepaid health plans

contingent upon finding, prior to

implementation, that such an

approach will be cost effective and

necessary federal waivers are

obtained. An evaluation will be

conducted if the program is

implemented. (AB 2243, Ch 206,

1988 Laws)

Facility Certifications -Requiresthe

Department of Health Services to

certify facilities for Medi-Cal

participation within 30 days of

receipt of a completed application,

if the facility is already licensed and

meetsallcertificationrequirements.

(SB 822, Ch. 80, 1988 Laws)

Nursing Home Admissions

Contracts - Specifies the contents,

terms and conditions for contracts

foradmission of a patient to a long-

term care facility; this includes

Medi-Cal benefits, prohibitions on
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available funds, for the ingredient

cost component of pharmaceutical

services. (AB2205, Ch. 1444,1988

Laws)

Mental Health - Permits low-

population countieswhich operate

county hospitals that provide IP

psychiatric services as part of the

requiring Medi-Cal recipients have

a co-signer or make a security

deposit. Also requires submission

of the facilities' current contracts of

admission for review and imposes

civil penalties for violations. (SB

1330, Ch. 625, 1987 Laws)

County Administration - Clarifies

local mental health program to

withdraw from the county's

reimbursement systemand instead

elect for FFS Medi-Cal rate

reimbursement, which will

subsequently reduce the state's

share of the grant to the county.

(AB 3466, Ch. 1305, 1988 Laws)

Construction Loan Debt-Service -

Permits disproportionate share

hospitals to receive supplemental

reimbursement for the debt service

on revenue bonds used for

financing construction, renovation

or replacement of hospital facilities

involving projects approved by the

state planning office which are

available to Medi-Cal and

unsponsored patients. (SB 1732,

Ch. 1635, 1988 Laws)

that statutes enacted shall not be

interpreted in a way that limits the

amount of federal matching funds

available to counties in support of

Medi-Cal administrative costs but

requires that counties repay federal

matching funds if FFP is deferred

or disallowed. (AB 894, Ch. 1227,

1 987 Laws) Another law revises the

procedures for determining county

liability (and penalties) for

payments made on behalf of

ineligible persons. (SB 1180, Ch.

912, 1987 Laws)

Eliqibilitv Processinq Survey -

Requires a survey of counties to

assess compliance with priority

processing and immediate need

Medi-Cal cards for pregnant

women, by 12/88, with report to

legislature by 1/15/89. (AB 224, p.

253, Ch. 313, 1988 Laws)

ICF/DD-Nursinq COPs - Specifies

Medi-Cal conditions of participation

for this new category of health

facilities, called intermediate care

facilities for the developmental^

disabled - nursing which are small

community-based health facilities

for medically fragile DD individuals.

Also adds criteria for admission,

scope and duration of benefits and

payment rates for the facilities.

Other Medicaid-Related Strategies

Primary Care Case Manaqement Waiver - Authorizes the department to contract on a capitated or risk sharina basis with a physician case

management organization, consistent with any federal waiver requirements, in 3 designated counties. (AB 1421, Ch. 745, 1988 Laws)

AIDS Waiver - Received approval of a federal waiver application to provide home and community-based services to AIDS patients. 11/88.

Develoomentallv Disabled/Mentally Retarded - Establishes variable rates for facilities providina resident care to DD clients. Allows hiaher rates

for dually diagnosed clients or those with greater service needs. Requests a study of the accreditation process for providers in terms of the cost

and other effects of using a nationally recognized process versus a state-developed one. (SB 1513, 1988 Laws)
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Access to OB Care - Requires the state to explore and adopt policies to improve provider relations with Medi-Cal maternity care providers; such

policies may include simplification of claim forms, clear reimbursement guidelines, a special claims unit for OB claims and other strategies. Report

due to legislature by 7/1/89 on steps taken to improve provider relations and impact on provider participation. (SB 2579, Ch. 890, 1988 Laws)

In a subsequent budget supplementation, $3.3 million was allocated for provider rate increases. (AB 1903, Ch. 974, 1988 Laws)

High Risk Pregnancy Intervention Pilot Program - Requires the Department of Health Services to conduct a pilot project to assess the effectiveness

of daily ambulatory uterine monitoring devices and services in reducing pre-term births in high-risk Medi-Cal eligible women. (SB 156, Ch. 1350,

1987 Laws)

Dental Care Pilot Projects - Authorizes a special pilot project in Sonoma County to receive state funds and technical assistance for a dental health

care delivery program for Medi-Cal recipients and indigent persons; indigent clients may be required to pay fees based on ability to pay. (AB 3471

,

Ch. 1538, 1988 Laws) Another pilot project was established, to be administered by the Department of Aging, to deliver dental care services to

elderly residents of long-term care facilities, ICFs and the homebound in rural areas of the state. (AB 3771 , Ch. 1397, 1988 Laws)

Physician Visit Limitation Study - Requires a study to determine the nature of Medi-Cal claims denied because they exceed the 6-visit limitation

for physician visits; report due to legislature by 12/15/88 with recommendations to exempt specific procedures from the limit due to medical

necessity. (AB 224, p. 254, Ch. 313, 1988 Laws)

Donated Funds Account - Authorizes the establishment of a donated funds account to which a disproportionate provider hospital that operates

a trauma center or basic emergency room may make contributions. (AB 224, p. 255, Ch. 313, 1988 Laws)

Physician Payment Study - Requires the Legislative Analyst to review discrepancies between Medi-Cal reimbursement rates and payment policies

for emergency and non-emergency physician services and report by 1/1/89 on whether the discrepancies are warranted. (AB 4081, Ch. 785, 1988

Laws)

Indigent Care & Uninsured Programs

Small Employer Incentives - Enacts the Small Employer Health Coverage Incentive Act, which authorizes for a specified 5-year period, a tax credit

for the greater of $25/month per covered individual or 25%/month of the costs paid or incurred, whichever is more, by an eligible small employer

(employing no more than 25 eligible individuals and has not subsidized or provided health insurance in the preceding two years before the act

becomes effective) for an employee and his or her dependents. Eligible employees include those who work an average of at least 35 hours per

week, or less than this amount if the employer decides to provide health coverage. To qualify, the employer must pay or incur at least 75% of the

monthly premium for the individual or their dependents for a minimum set of basic health care as specified. An additional $5 credit is allowed for

certain supplemental benefits such as prenatal and well baby care and mental health benefits. The act does not require an eligible employer to

pay for dependent health coverage to qualify for the individual health coverage credit. Credits can only be granted if the Franchise Tax Board

determines that the Special Fund for Economic Uncertainties is funded at 3% of the General Fund expenditures and the projected real growth in

California personal income will be at least 4 percent. (SB 2260, Ch. 1521, 1988 Laws)

Refugee Medical Assistance - Requires that if federal funds are insufficient for funding costs incurred for county administration of medical

assistance to "time-eligible" refugees, the State shall provide the funding. (SB 2485, Ch. 476, 1988 Laws)

Emergency Patient Transfers - Amends last year's law prescribing emergency patient transfer procedures by permitting the regulations to prescribe

minimum protocols, specifying factors to be taken into account when imposing fines on violators, and requiring hospital protocols to be submitted

for approval by December 31 , 1988. (AB 3217, Ch. 888, 1988 Laws)

ERISA - Citing the problems created by the federal Employee Retirement Income Security Act's preemption of state control over self insured plans

and its effect on hampering solutions to uncompensated care problems, the resolution urges Congress to authorize and provide funding for a

study by the General Accounting Office on the effect of the ERISA preemption on state regulation of self-insured plans along with related issues.

Also requests the National Conference of State Legislatures and the National Governors' Association to urge Congress to make changes in ERISA

to allow the states to address adequately the issue of uncompensated care. (Assembly Joint Resolution 21, Adopted 1988)

Prenatal Care - Requires birth certificates to record the source of payment for prenatal care in order to establish a database which links insurance

status (or lack thereof) with birth outcomes. (AB 1192, Act 172, 1988 Laws)

County Medical Services Program - Makes permanent the Reserve Account in the County Health Services Fund comprised of projected savings

from the program account, that is periodically distributed to counties with less than 300,000 residents, for providing inpatient hospital care and

other health services to indigent patients; however, a one-time appropriation to augment the funds provided to counties was vetoed. (SB 206, Ch.

1126, 1987 Laws)
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Financina Ballot Initiative - Passed bv voters in the November election, the Tobacco Tax and Health Protection Act of 1988 initiative will raise the

state tax on cigarettes from 10 to 35 cents a pack and impose new taxes on cigars and other tobacco products. The new revenues, expected

at around $650 million, can be spent on hospitals and physicians to help cover uncompensated care costs, tobacco-related disease research,

prevention and reduction of cigarette smoking, and environmental preservation activities. Actual allocation of funds will be authorized by the

legislature.

COLORADO
Benefits Eligibility Reimbursement Administration & Management

Private Duty NursinqA/entilator I CFs/MR - Establishes prospective Health Department Providers -

Services - Covers private duty

nursing and ventilator services for

categorically needy recipients who

meet medically necessary criteria

and forwhom such services would

be less costly than to maintain

them in a hospital, eff. 5/88. (HB

1348, 1988 Laws)

Psvcholoqist Services -Authorizes

coverage of services provided by

licensed psychologiststo categori-

cally needy recipients (with direct

reimbursement to psychologists).

reimbursement methodology for

ICFs/MR, based on actual costs

(administration, property, capital-

related assets, room and board,

provision of services); facilities are

required to project costs on an

annual basis and submit estimates

to the Department by July 1 of

each year. Retrospective

adjustments to actual

reimbursement will be made at the

end of each 12-month period, but

only for state-operated home and

training school ICFs-MR. (SB 15,

Authorizes coverage of preventive,

therapeutic and palliative services

provided through certified county

and regional health departments to

recipients, eff. 5/88. (HB 1 346, 1 988

Laws)

Manaqed Care - Expands Medicaid

Primary Care Physician Program to

include non-Medicare SSI and Old

Age Pension recipients, eff. 2/88

(registration began 5/88).

LTC Overpayments - Enables the

Provides that the services are

subject to the existing cost

containment program; a report is

due by 1/89 on the effects of the

program. (HB 1106, 1988 Laws)

1988 Laws) state to recover overpayments of

personal needs funds to LTC

facilities utilizing the same

procedures for overpayments to

vendors under the Medicaid

program. (SB 135, 1988 Laws)

Nursinq Home Participation -

Requests the federal government

to amend regulations relatingtothe

length of time FFP payments are

available for decertified nursing

homes that are in the process of

appealing the decision. (Current

regulations continue payments for

120 days after a state has taken

decertification action; previously,

payments continued for 365 days.)

(SJR 9, 1988 Laws)

Indigent Care & Uninsured Programs

Preventive Screeninq - Creates a "Breast Cancer Screenino Fund" to be established with monies from the General Fund ($100,000) for the

development of a breast cancer screening program to make these services available to women whose economic circumstances or geographic

location would otherwise serve to limit access to screening facilities. (HB 1127, 1988 Laws)

CONNECTICUT
Benefits Eligibility Reimbursement Administration & Management

Home Health Aide - Clarifies Preqnant Women and Children - Inpatient Hospital Care - Fraud & Abuse - Requires that any

Medicaid coverage of home health

aide services as including personal

hygiene, dressing, feeding, and

Expands coverage to pregnant

women and children up to age 1 in

families with income up to 1 85% of

Establishes a new inpatient

hospital reimbursement
methodology, switching from

Medicaid provider convicted of

fraud and terminated from federal

financial participation be prohibited
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CONNECTICUT continued

Benefits Eligibility Reimbursement Administration & Management

incidental household tasks, when

prescribed by a physician, for

persons with chronic and stable

conditions who may directly

employ personal care assistants,

eff. 10/87. (HB 7454, PA 87-107,

1987 Laws)

Anesthesia - Adds qeneral surqical

anesthesia as a covered service,

eff. 7/88.

Maternity Care - Adds coveraqe of

pregnancy-related preventive

prenatal and postpartum skilled

nursing services, for women at high

risk (as specified in regulations) of

negative pregnancy outcomes, as

a covered service provided by

home health agencies; services in

excess of certain limits require prior

authorization; the service does not

include home health services for

well child care or for well prenatal

or postpartum care, eff. 3/88.

the federal poverty level, eff. 1/1/89.

(SB 135, PA 88-217, 1988 Laws)

retrospective cost reimbursement

principles to prospective payment.

Bases payment on an interim per

diem rate subject to cost

settlement, using a unit of payment

that calculates estimated target

amounts per discharge divided by

average length of stay plus

estimated per diem costs of

excludable items, effective 1 /1 9/88.

Interim rate is calulated for each

hospital, which increases target

amount per discharge by the

estimated TEFRA update factors.

LTC Bed Reserve Davs - Revises

nursing home bed reservation

policies for Medicaid and self-pay

patients. For Medicaid recipients,

nursing homes must reserve a bed

for at least 15 days when the

resident is hospitalized, unless the

patient is not expected to return to

the nursing home at the same level

of care within that period. Medicaid

will reimburse the home for up to

7 days (raised from 5) and nursing

homes may be reimbursed for up

to 8 additional days if the nursing

home can prove it has certain

vacancy rates. Violations ofthe law

are subject to penalites of $8,500

per violation and a recoupment of

funds received from Medicaid. (SB

231, PA 88-197, 1988 Laws)

from participating in any state

public assistance program. (HB

5264, PA 88-176, 1988 Laws)

Utilization Review -Adopts specific

inpatient acute care hospital UR

criteria for pediatric services,

provided to children ages 2

through 18; criteria are based on

Appropriateness Evaluation

Protocol (AEP), eff. 11/87.

(Previously only medical surgical

cases were reviewed with AEP

criteria.)

Other Medicaid-Related Strategies

Hospital Rate Regulation - Effective in rate year 1988 (October 1987) requires recognition of the "cost-shift" to other payors from Medicare,

Medicaid, and "town medical assistance" [indigent care program] discounts, that were present in rate year 1936, in the determination of a hospital's

new and future rate orders (a hospital's standard fixed charge per case) under the revised hospital prospective payment [rate regulation] system.

This was part of a comprehensive act changing the rate regulation system from a formula-based method to a standardized procedure that allows

IP rates to increase annually by an inflation factor plus 1.5%. (HB 7458, PA 87-443, 1987 Laws) (A companion bill requires a report on the

effectiveness of the system in regulating hospital charges and an evaluation on the effect of the regulations limiting cost-shifting on the financial

ability of hospitals to serve Medicaid patients. (HB 7459, PA 87-510, 1987 Laws)

HCBS Waiver - Expands 2176 home and community-based services waiver program for the aged to statewide status, eff. 9/87.

Outreach to the Elderly - Appropriates funds for a pilot program to "coordinate the application process for state programs for which elderly persons

are eligible". Medicaid staff will be available to speak about eligibility and application procedures. (SB 323, Special Act 88-33, 1988 Laws)

Indigent Care & Uninsured Programs

Disproportionate Share - Provides that the Commissioner of Human Resources has discretion to determine that certain hospitals and freestanding

chronic disease hospitals serving a disproportionate share of indigent patients may be eligible for greater reimbursement rates paid from state

appropriations. (SB 102, Section 19, PA 88-156, 1988 Laws)
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DELAWARE
Benefits Eligibility Reimbursement Administration & Management

Hospice - Covers hospice care for Preqnant Women & Children - Nursinq Homes - Implements new Recipient Overpayments -

terminally ill patients whose

prognosis for life is six months of

less, eff. 7/87.

Case Manaqement - Adds case

management services to AFDC
high-risk pregnant women, eff. 1/88.

Expands coverage to pregnant

women and children up to age 2

(increased from age 1) whose

family income is no more than

100% of the federal poverty level,

eff. 7/1/88. (SB 480, Sec. 204, FY

1988-89 Budget Act)

case-mix nursing home payment

system, basing reimbursement on

the patient's level of care, which is

assessed upon admission, to make

rates more competitive and

increase the number of beds

available to Medicaid patients, eff.

1/1/89, with payments retroactive

to 10/1/88.

Authorizes the Departmentto seek

recovery of overpayments to

AFDC, General Assistance,

Medicaid and Food Stamps

recipients. (SB 418, Ch. 287, 1988

Laws)

Fraud and Abuse - Authorizes the

Department to issue subpoenas in

the course of welfare fraud and

overpayment investigations. (SB

419, Ch. 290, 1988 Laws)

Other Medicaid Related Strategies

Studv - Establishes a task force on patient care cost responsibility to study current laws requirina relatives to pay for the full cost of patient care

in a state hospital or other treatment facility, the effects on family members, and appropriate recommendations to change the requirements to ease

the financial burden on families to pay for this type of care; report due by 1/89. (SCR 170, Adopted 1988)

CON - Incorporating the recommendations of the Governor's Commission on Health Care Cost Management, establishes changes in health

planning, including: 1) creating a Health Resources Management Council; 2) increasing review threshold for capital expenditures to $750,000; and

3) exempting non-patient-related projects and home health agencies from review requirements. (SB 132, Ch. 90, 1987 Laws)

Indigent Care & Uninsured Programs

Work Incentive for Former Welfare Recipients - Provides medical coveraae throuah an HMO to former AFDC clients during the first year nf

employment, as long as their income does not exceed 185% of the federal poverty level. The program is fully state-funded. (SB 480, Sec. 206, FY
1988-89 Budget Act)

DISTRICTOF COLUMBIA
Benefits Eligibility Reimbursement Administration & Management

Orqan Transplants - Adopts final Children - Adds coveraqe of Nursinq Homes - Chanqes the Eliqibilitv Verification - Institutes an

rules governing coverage of organ

transplants under the Medicaid

program, eff. 12/87. Covers heart,

liver, bone marrow and kidney

transplantations when the

physician and the hospital receive

prior approval in accordance with

general and specific criteria as

detailed in the regulations. The new

rules put in regulatory form

previous Medicaid agency

practices.

children under age two in families

with incomes under 100% of the

federal poverty level, eff. 10/1/87,

and children under age three, eff.

10/1/88.

nursing home reimbursement

system from one based on annual

audits and rate adjustments to one

that calculates rates using a base

year and inflation adjustor; also

contains limits on allowable

administration costs.
Implementation planned for cost

report periods beginning on or after

1/1/89.

Hospitals - Increases hospital

automated, 24-hour/day eligibility

verification system, to be

operational 1/1/89, resulting in the

elimination of issuing monthly

verification cards.

Abortion - Pursuant to action taken

by the U.S. Congress, prohibits

local funds from being used to pay

for legal, therapeutic abortions or

for abortion-related services for

Medicaid recipients, unless a

physician certifies that the life of

inpatient rates by 3% in 1988 for

cost report periods beginning on

or after 10/1/87.
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DISTRICTOFCOLUMBIA continued

Benefits Eligibility Reimbursement Administration & Management

the mother would be endangered

if the fetus were carried to term.

(Federal Public Law 1 00-462, FY 89

Appropriations for the District of

Columbia)

Other Medicaid-Related Strategies

CON - See entry under Indigent Care & Uninsured Programs

Indigent Care and Uninsured Programs

Hospital Uncompensated Care Obligations - Restores the authority of the state health planning and development agency to adopt detailed

regulations to assure that hospitals achieve and maintain their obligations to provide a "reasonable volume" of uncompensated care and free care

to the medically indigent. The District's CON law requires hospitals to provide a minimal amount of charity care, but a ruling in a legal challenge

invalidated the SHPDA authority to specify requirements such as: eligibility criteria for free care, hospital's obligations to inform people of their

right to request free care, definitions of charity care, uncompensated care and bad debt, and other enforcement powers. The law clarifies the

SHPDA's authority to issue such regulations. (Bi l 7-335, Act 7-132, 1988 Laws)

FLORIDA
Benefits

Pediatric Hospitalization - Requires

the department to "pursue

alternatives with HCFA" to extend

the limit on IP hospital stays from

45 to 1 20 days, beginning 1 0/88 for

all Medicaid-eligible neonates and

appropriates $2.5 million for this

purpose; if unable to reach

agreement with HCFA, the

department must extendthe length

of stay to 120 days for children

under age 21 in the EPSDT
program; exempts counties from

contributing to the cost of the

extension. (SB 534, Ch. 88-294,

1988 Laws)

Preventive Services - Covers adult

health screening services for

recipients over age 21; includes

health history, physical exam,

vision and hearing screening, risk

factors assessment (including

dietary habits), and specified lab

tests; payment set at $35 per

screen ($28 when performed by a

nurse practitioner), eff. 10/87.

Hospice - Extends existing hospice

benefit (eff. 1/87) to those residing

in nursing homes, eff. 11/87.

Eligibility

Elderly and Disabled - Extends

eligibility to elderly and disabled

persons whose family incomes do

not exceed 100% (up from the

current 90%) of the federal poverty

level, eff. 10/1/88. (SB 534, Ch. 88-

294, 1988 Laws)

Children - Extends coverage to all

children under age 5 in families

with incomes below the poverty

level, eff. 10/88 and phases in

additional children by increasing

the age limit by one year, each

year, to age 3 over a three-year

period starting 10/89. (SB 534, Ch.

88-294, 1988 Laws)

Medically Needy - Rescinds the

expiration of the medically needy

program. Requires a report by 3/89

by the department to the legislature

on the status of the Medicaid

medically needy program and on

expanded eligibilitytoothergroups

funded from the Public Medical

Assistance Trust Fund; specifies

issues to be included in the report.

(SB 534, Ch. 88-294, 1988 Laws)

Reimbursement

Physician Fees - Provides for the

second phase of physician fee

increases begun last year; raises

payments up to a minimum of the

Medicare 1986 level 50th percen-

tile, including reimbursement for

critical care visits, hospital visits,

and surgical procedures performed

on children, eff. 10/88. Subsequent

physician fee increases are

specified: all remaining physician

visits, anesthesiologist procedures,

and the 25 most frequent surgical

procedures, as of 10/89; radiology

and pathology procedures, as of

10/90; and all remaining surgical

procedures, as of 10/91. (SB 534,

Ch. 88-294, 1988 Laws)

Swing Beds - Requires Medicaid

payments be made to rural hospital

swing beds used for SNF or ICF

care, up to 30 days; appropriates

$0.6 million for this purpose. (SB

534, Ch. 88-294, 1988 Laws)

Disproportionate Share -

Establishes for one year only, eff.

7/88, a disproportionate share

program with $77.7 million made up

of state and federal dollars;

Administration & Management

COPs for Surgical Centers -

Permits a physician's office to

enroll as an ambulatory surgical

center provider if it is licensed and

certified by the state as such, eff.

10/87.

COPs for Home Health Agencies -

HHAs that do not wish to

participate in the Medicare program

are not required to obtain a

certificate-of-need (CON) in order

to participate in the Medicaid

program; however, they must

continue to meet Medicare

certification requirements, eff.

6/1/88.

TPL - Requires the welfare agency

to obtain medical insurance

information for children under child

support orders and provide the

information to the Medicaid

agency; requires insurance

companies to report any

discontinuance in medical

insurance to the Medicaid agency

within 1 5 days and this information

is provided to the welfare agency

for enforcement purposes. (SB 487,

Ch. 88-176, 1988 Laws)
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FLORIDA continued

Benefits Eligibility Reimbursement Administration & Management

AIDS Drugs - Covers AZT for

Medicaid-eligible patients with AIDS

or ARC, eff. 7/1/88. (HB 1700, 1988

Budget Act)

Institutionalized Applicants -

Extends eligibility income limit for

to aged, blind and disabled

persons in an institution from 270%

of the SSI federal benefit rate to

300%, eff. 1/1/89. (HB 1700, 1988

Budget Act)

increases Medicaid per diem

payments to hospitals with at least

5% of total adjusted patient days

consisting of Medicaid and charity

care patient days; the total per

diem increases are capped at 50%

ofthe hospital's baseMedicaid per

diem rate, and a formula is

specified in law for calculating the

increase for each hospital. (SB 534,

Ch. 88-294, 1988 Laws)

Other Medicaid Related Strategies

AIDS Waiver - Requires the provision of comprehensive, community-based care for Medicaid-eligible recipients with HIV infection, developed

through an home and community-based waiver application. (HB 1519, Section 42, Ch. 88-380, 1988 Laws)

Medical Education - Establishes a "Medical Education and Tertiary Care Act", which creates a methodology to distribute funds to the state's six

statutory teaching hospitals. Appropriations in FY 88-89 are $1 million; the formula incorporates a component that recognizes the amount of these

hospital's Medicaid payments. Funds will be distributed through the state department of education, Board of Regents. (SB 534, Ch. 88-294, 1988

Laws)

Hospital Assessments for Birth-Related Injuries - Exempts from the required assessments which fund the Birth-Related Neurological Injury

Compensation Fund, those for any infants born to charity patients or to Medicaid patients, as long as the hospital meets certain minimum low-

income patient care requirements. (SB 534, Ch. 83-294, 1988 Laws)

AIDS Education - Requires all state agencies to provide new employees and all employees on an annual basis an informational pamphlet regarding

HIV infection and AIDS. (HB 1519, Ch. 88-380, 1988 Laws)

AIDS Costs - Requires the Statewide Health Council to assist local health councils in developing a needs assessment for persons with AIDS, ARC
and HIV infection in their districts. Requires the Social Services Estimating Conference to estimate the potential impact of AIDS on total state

spending for health in its forecast projections. (HB 1519, Ch. 88-380, 1988 Laws)

Indigent Care and Uninsured Programs

State/County Indigent Care - Continues a number of indigent care initiatives authorized in 1987 legislation and authorizes new indigent care

financing mechanisms as follows:

1) provides for the completion of the state/county primary care system to all 67 counties by providing an additional $10 million (for a total of $30

million) during FY 88-89, and adds one rural primary care health training demonstration project, with $1 million from the PMATF;

2) broadens the scope of county health care special districts by allowing them to provide funding (through voter-approved taxes) for: a) county-

owned and operated hospitals, b) hospital services for indigents in private or public facilities, and c) the county's share of state or federal indigent

care programs which require county contributions;

3) establishes a "Shared State and County Program" to fund inpatient hospital services , including out-of-county services, to uninsured adults

under age 65 ineligible for Medicaid or with insufficient third party coverage; county participation is optional as of 1/89, but mandatory as of 10/89;

counties are required to pay 35% of program costs with the state paying the difference, but some counties will be eligible for 100% state funding

under certain circumstances;

4) clarifies that the ultimate financial responsibility for hospital care of "qualified" indigent patients (see #7) is with the county in which the person

resides, but limits maximum county liability at $4 per capita in any calendar year;

5) to be eligible for county reimbursements for indigents, requires that hospitals meet minimum charity care obligations for the fiscal year (defined

as at least 2% of uncompensated charity care days out of total inpatient days) and admit all patients for emergency treatment, subject to a $5,000

fine per violation;

6) requires county payments to out-of-county hospitals to beat least 80% of the Medicaid per diem rate unless the counties negotiate a different

rate with the hospitals, for up to 12 days of care per admission or up to 45 days per year;
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FLORIDA continued

7) requires the department to establish uniform statewide eligibility determination procedures, forms and criteria for use by the counties to

determine whether people qualify as indigent, generally defined as out-of-county persons living in families with incomes below 100% of the poverty

level and without any other health insurance, although counties can establish more liberal income thresholds;

8) allows counties to condition eligibility for the inpatient hospital services payments on participation in a case-managed outpatient services

program operated by or under contract with the county health department, by a community or migrant health center, or by a private physician

providing case-managed care. (SB 534, Ch. 88-294, 1988 Laws)

Hospital Rate Regulation - As part of an extension and revision of the Health Care Cost Containment Board's regulatory powers over hospital

rates, 1) changes the definition of the maximum allowable rate of increase (MARI) governing the growth in hospital budgets so that it reflects each

hospital's percentage of Medicare (50% credit), Medicaid and charity care days (1 00% credit), 2) authorizes research on the impact of uncompen-

sated charity care on hospital budgets and on the state's role in the financing of indigent care, 3) requires an annual report on the extent to which

public funding policies and health care marketplace forces affect health care costs, 4) requires a study to recommend a Florida-specific measure

of changes in hospital input prices, which will be used to review and approve hospital budgets, and must assess the impact of changes in reim-

bursement levels from all government payers and increases in uncompensated care, including bad debts (due to legislature by 3/90), and 5)

requires a study on the impact on hospitals of providing health care to migrant and rural farmworkers along with recommendations for reim-

bursement methods for such hospitals (study due by 1/89). (HB 1673, Ch. 88-394, 1988 Laws)

Emergency Care/Patient Transfers - As part of legislation clarifying existing law governing the development of trauma systems, requires every

hospital with an emergency department to provide emergency services for any "emergency medical condition" orfor "active labor" (both are defined

in the law) to anyone requesting it. Provides immunity from liability for a hospital or provider when refusal to render care is based on a reasonable

determination that the person does not meet these definitions, or because the facility is not qualified to render the services. The law prohibits

hospitals from refusing to provide emergency care on the basis of certain characteristics, including insurance or economic status, or ability to pay.

Requires emergency care to be rendered without first questioning the patient or any other person about their ability to pay and prohibits hospitals

from requiring a guarantee of payment for persons transferred from other hospitals. Hospitals may require payment or insurance/credit information

after services are rendered. Hospitals must maintain records of each transfer made or received for 3 years. Strengthens enforcement provisions,

by increasing fines from $500 to $10,000 per violation. Also requires the department to establish and publish an inventory of hospitals with

emergency departments to assist EMS and other providers in locating services. (SB 598, Ch. 88-156, 1988 Laws)

Elderly Access to Care - Establishes a Florida Task Force on Elderly Access to Health Care, to report by 3/89 with policy recommendations to

improve access to health care. (SB 810, 1988 Laws)

MCH Nutrition - As part of a statute delegating maternal and child program administration to the department, directs the agency to competitively

bid for infant formula in order to save money that could be used to add more women to the Improved Pregnancy Outcome Program. (SB 135, Ch.

88-153, 1988 Laws)

GEORGIA
Benefits Eligibility Reimbursement Administration & Management

Case Management - Adds case

management services for those

who are chronically mentally ill,

mentallyretarded.developmentally

disabled, or substance abusers,

including those in any of these

groups that may be homeless, eff.

10/87. Services will be available in

selected areas of the state. Also

establishes perinatal case

management services for pregnant

women in two state health districts,

eff. 1/1/88.

EPSDT - Increases number of

EPSDT screenings from 14 to 20,

in accordance with AAP standards,

eff. 1/1/88.

Preanant Women and Children -

Expands eligibility to cover

pregnant women and children up

to age 3 with income at or below

100% of the federal poverty level.

No assets test will be applied.

Effective 1/1/89. (HB 1277, FY 88-

89 Budget Act)

Medically Needy - Increases

medically needy income standards

in accordance with AFDC payment

standard increases, eff. 7/1/88.

Non-Cash Recipients - Increases

the Medical Assistance Only

(MAO) net income cap for eligibility

by 5%, adding approximately 240

recipients per year, eff. 7/1/88. (HB

1277, FY 88-89 Budget Act)

Outpatient Services - Expands the

mandatory outpatient services

programforphysicians, which only

reimburses for certain procedures

if they are performed on an

oupatient basis unless medical

necessity for an inpatient

admission is properly documented,

by adding 30 new procedures, eff.

8/88. Also adds certain surgical

procedures to the list of those

eligible for enhanced
reimbursement when performed in

doctors' offices or ambulatory

surgical centers, eff. 8/88.

Recipient Appeals - Revises the

grievanceand appeals procedures

for Medicaid applicants whose

applications are denied or not

acted upon with reasonable

promptness and for recipients

whose care has not been paid for

when it is covered under the State

Plan. (HB 1239, Act 1093, 1988

Laws)
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GEORGIA continued

Benefits Eligibility Reimbursement Administration & Management

Hospice - Adds coverage of

hospice care for terminally ill

Medicaid recipients, eff. 7/1/88.

Dental - Adds dentures as a benefit

in the Adult Dental program, eff.

7/1/87, but discontinued due to

budget cuts as of 8/1/88.

Other Medicaid-Related Strategies

HCBS Waivers - Obtained five year renewal of home and community based services waiver for the elderly and also starts a new home and

community-based services program for the mentally retarded, eff. 12/1/88. Also developing an AIDS waiver application for FY 1990, to be effective

1/1/90.

Case Mix Demonstration - Applying for a nursing home case mix reimbursement demonstration project from HCFA for FY 1990 with a targeted

implementation in 1991.

Indigent Care & Uninsured Programs

Ballot Referendum - Proposes an amendment to the state Constitution to authorize the creation of an Indigent Care Trust Fund to accept

contributions and make appropriations therefrom to expand Medicaid eligibility and coverage, to provide for indigent care with programs for rural

and disproportionate share providers, and primary care programs for indigent residents. Provides for submission of the amendment to the voters

for ratification or rejection. The initiative was passed by the voters in November. (SR 350, Adopted 1988)

Hospital Financial Disclosure - In the new law establishing a state health care data system, requires health care facilities (including hospitals and

ambulatory surgical or obstetrical facilities) to annually report financial information about bad debts, free care, contractual adjustments, free care

provided under Hill-Burton commitments, charity care provided to indigent persons (defined as those having incomes less than 125% of poverty),

amounts of other funding sources that support care of indigents, and specific data on care provided to indigent patients. (HB 254, Act 1311, 1988

Laws)

Risk Pool Study - Requests the Senate Committee on Insurance to study the feasibility of establishing a state health insurance pool (for persons

unable to obtain coverage in the standard health insurance market); report and recommendations are due by 12/88. (SR 409, Adopted 1988)

HAWAII

Benefits Eligibility Reimbursement Administration & Management

Chore Services - Adds coveraae

for chore services. (SB 1725, Act

208, 1988 Laws)

Personal Care - ExDands existina

personal care services provided to

Medicaid recipients in the home
and community-based services

waiver program whose physical

disabilities are of a degree that

would require placement in a skilled

nursing facility (previously ICF

placement only) and have no

existing support system at home.

(SB 3220, Act 45, 1988 Laws)

Need Standards - Eliminates basic

needs allowance and shelter

allowance in the public assistance

program. Defines "assistance

allowance" to include living and

shelter expenses (but excluding

medical care expenses).

Establishes the standard of need

to be equal to the federal poverty

level, with the allowance payment

based on a percentage of the

standard of need. Eff. 7/88, the

assistance allowance is set at 60%

(raised from 56%) of the standard

of need, with annual adjustments

Rate Reductions - Establishes that

providers will not be reimbursed an

amount less than their existing

payment rates unless a reduction

is specifically intended and

required by state law. (HB 1600,

Act 308, 1988 Laws)
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HAWAII continued

Benefits Eligibility Reimbursement Administration & Management

in the standard of need based on

changes in the federal poverty

level. (HB 3242, Act 327, 1988

Laws).

Preqnant Women and Children -

Expands coverage to include

pregnant women and infants up to

age 1 in families with incomes no

more than 100% of the federal

poverty level. The age limit for

children will be increased by a year

in each subsequentyear, up to age

5. No assets test will be applied.

Adopts presumptive eligibility

option to grant temporary eligibility

to pregnant women. Effective

1/1/89. (SB 3088, Act 296, 1988

Laws)

Elderlv and Disabled - Covers the

aged and disabled with incomes at

or below 100% of the federal

poverty level, eff. 1/1/89. Also

authorizes expansion of coverage

to the homeless, other

handicapped and medically needy

persons, and aliens, subjecttothe

availability of state appropriations.

(SB 3088, Act 296, 1988 Laws)

Other Medicaid-Related Strategies

AIDS - Appropriates $490,000 for FY 1988-1989 for outpatient care and support services for AIDS patients; expenditures are to be targeted in the

following areas: 1) housing and basic living assistance; 2) case management and personal care training and services; 3) drug treatment. (HB 2046,

Act 211, 1988 Laws)

HCBS for Non-Medicaid Eliqibles - Extends eligibility for personal care services to non-Medicaid recipients whose income is between 200 - 400%

of the current medical assistance community income limit and between 100 - 400% of the limit for personal reserve retention; payment for these

services will be based on a sliding fee system with the income, assets, and family size established by the department. The plan of care shall be

developed to reflect the desires of the recipient and may provide for different levels of case management. Adds mental disabilities to current condi-

tions (physical disabilities) requiring placement in an ICF or SNF (previous law included ICF placement only) if personal care services are not

available; the department will provide personal care services in compliance with state and federal laws and rules and shall request federal financial

participation for services provided to non-Medicaid recipients. (SB 1450, Act 209, 1988 Laws)

HCBS for Non-Medicaid Eliqibles - Increases eligibility for the nursing home without walls program to non-Medicaid recipients with similar eligibility

requirements as stated in SB 1450; the department of human services will administer the program and will be responsible for the establishment

of a community long-term care program to provide comprehensive home services for acute or chronically ill and disabled Medicaid eligibles and

non-Medicaid eligibles. (SB 1725, Act 208, 1988 Laws)

Indigent Care & Uninsured Programs

Work Incentive - Funds the first year of a three-year demonstration project "to create incentives for parents of families receiving AFDC or GA to

seek employment by providing child care, health care and housing benefits after employment has been secured". Limits eligibility for these benefits

to 300 families no longer eligible for AFDC or GA, who are earning not more than 150% of the federal poverty guideline for Hawaii. (HB 2055, Act

310, 1988 Laws)
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NHI Resolution - Urges Congress to establish a comprehensive national health insurance program, citing the needs of the medically indigent, the

elderly and AIDS patients. (SR 142, SCR 134, HR 305, Adopted 1988)

Pharmaceutical Assistance - Requests a study on the feasibility of implementing a pharmaceutical assistance program to assist elderly persons

with incomes too high to receive public medical assistance; the study is to include a review of the programs in Connecticut, Delaware, Illinois,

Maine, New Jersey, New York, Pennsylvania and Rhode Island; the report is due before the 1989 legislature convenes. (SCR 25, Adopted 1988)

Indigent Care Resolution - Urges the Queen's Medical Center to recognize the primary purpose of its original charter by restoring free medical

assistance to the indigent, sick and disabled Hawaiians. (SR 157, Adopted 1988)

IDAHO

Benefits Eligibility Reimbursement Administration & Management

Hospice - Passes resolution

requesting that hospice care be

covered. (SCR 135, Adopted 1988)

Pregnant Women and Children -

Expands coverage for pregnant

women and children, in families

with incomes up to 67% of the

federal poverty level (up from 43%

of poverty currently), eff. 1/89. No

assets test will be applied and

presumptive eligibility by qualified

providers is planned. (Authorized

by HCR 31, Adopted 1988)

Spousal Impoverishment-Protects

community and separate property

rights of a person when their

spouse applies for Medicaid,

regardless of whether they are

living together. Requires the

department to provide applicants

with written description of these

provisions. (HB 562, 1988 Laws)

Residency - Redefines residency

requirements for identification of

the financially obligated county that

must pay for expanded coverage

of pharmaceuticals and hospitaliza-

tion; maintains no duration of

residency requirements for

Medicaid applicants. (SB 1526,

1988 Laws)

Physician Fees - Requests

increases in physician fee

schedules to usual customary and

reasonable levels, particularly for

obstetrical care. (HCR36, Adopted

1988)

TPL - Provides first party

subrogation rights and third party

liability to the Medicaid program.

(HB 691, 1988 Laws)

Fraud & Abuse - Authorizes the

Department of Health to establish

a fraud control program to monitor

abuse, particularly in the transfer

of assets, in assistance programs;

makes such abuses criminal

offenses equal to the value of any

unlawfully obtained public

assistance. (HB 692, 1988 Laws)

Estate Recovery - Allows the state

to recover from estates of a

Medicaid recipient 65 years or

older if they do not leave any sur-

viving dependents. (HB 451, 1988

Laws)

MR Facilities - Defines a new type

of facility -a "free-standing special

care" facility to be reimbursed

under Medicaid; it can provide

either intermediate care, or skilled

care for the mentally retarded, or

a combination of both; the facility

cannot be owned, managed, or

operated by a hospital; payment

rates to be determined according

to Idaho codes. (HB 453, 1988

Laws)

Other Medicaid Related Strategies

HCBS - Requests the Health and Welfare Department to investigate options not now implemented for home and community based care for the

aged; department will explore waiver and state plan options. (HCR 37, Adopted 1988)

Indigent Care & Uninsured Programs

Indigent Care Aid Applications - Requires written application to the board of county commissioners for county aid for medically indigent at least

10 days prior to anticipated hospitalization with exceptions for emergency services; residency requirements apply; recoupment of partial expenses

may occur in cases of indigent's ability to pay. (SB 1526, 1988 Laws)
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ILLINOIS

Benefits Eligibility Reimbursement Administration & Management

Hospice - Adds hospice benefit

through state plan amendment, eff.

1/1/88.

Organ Transplants - Revises

administrative rules to establish

specific criteria for heart, liver and

bone marrow transplants.

Work Transition - Provides for

extension of Medicaid eligibility for

up to six months when the 9

month Medicaid extension expires

if the family remains ineligible for

AFDC because they do not qualify

under the earned income

exemption, eff. 3/87. Also extends

payment for day care to 6 months

for clients who lose eligibility for

cash assistance due to

employment, eff. 11/87. (HB 2853,

PA 85-114, 1987 Laws) A related

law extends Medicaid from 4 to 6

months for clients who lose cash

assistance clue to employment

earnings or increased hours of

employment. (HB 1 1 48, PA 85-1 12,

1987 Laws)

Pregnant Women & Children -

Requires the department to extend

Medicaid coverage for pregnant

women and infants up to age one

in families with incomes up to 1 00%

of the federal poverty line, eff.

7/1/88. Also permits the department

to conduct a demonstration project

in at least one county that will

provide Medicaid coverage to

pregnant women and infants in

families with incomes up to 185%

of the poverty line, if permitted by

federal authorities. (Pursuant to

1987 authorizing law and HB3612,

PA 85-1236, 1988 Laws which

requires that 100% of poverty be

the eligibility level.)

Nursing Homes - Requires the

department to establish rules for

facilities submitting an initial

request for "exceptional medical

care" certifications and for

subsequentpaymentrequests;the

rules must spell out the criteria for

determining whether a request will

be approved, eff. 9/88. (SB 2199,

PA 85-1377, 1988 Laws)

Nursing Homes - Requires the

department to establish payment

standards for nursing facilities use

of rehabilitative personnel that

provide rehab services, and for

other supportive personnel working

under their supervision. Also

authorizes payment rates to

nursing facilities that are based on

resident needs can be changed on

a semi-annual basis according to

semi-annual resident assessments.

Also requires the department to

recoup funds from a facility, when

it refuses to readmit a recipient

after a hospital admission of 10

days or less when the recipient

incurs hospital bills that exceed the

amount that would have been paid

for the resident in the nursing

facility, eff. 8/30/88. (HB 3491, PA
85-1231, 1988 Laws)

Drug Costs - Permits the

department to set by rule the

reimbursementrateforprescription

drug acquisition costs at a

percentage (in accord with HCFA
guidelines) of the current average

wholesale acquisition cost, eff. 1/89

(HB 3758, PA 85-1 242, 1988 Laws)

Mental Health - Requires the

Department to annually certify that

providers of community mental

health services meet minimum

standards. (HB 2808, PA 85-971,

1987 Laws)

LTC Receiverships - Authorizes the

Department to petition the circuit

court for appointment of a receiver

for a LTC facility that is terminated

or is not renewed for participation

in Medicaid or Medicare. (SB 1322,

PA 85-968, 1987 Laws)

Managed Care - Extends the

reporting datefortheSenateSelect

Committee on Medicaid HMO
Abuses to 12/31/88. (SR 848,

Adopted 1988)

EligibilitvDeterminations-Requires

the Department to develop a

combinationapproval/denialnotice

that notifies an applicant of the

decision on each of the

Department-administered programs

(AFDC, AABD, Medicaid, Aid to the

Medically Indigent (AMI) and Food

Stamps) for which the client may

be eligible, eff. 1 0/3/88. (SB 523, PA

85-943, 1987 Laws)

Funding Shortfall - Appropriates

supplemental emergency funds of

$60 million in FY 87-88 and

authorizes spending of up to $98.2

million from the FY 88-89 budget in

order to avoid vendor payment

delays in excess of federal limits,

that would have been caused by

an estimated $160 million shortfall

in the FY 87-88 budget. (HB 761,

PA 85-1017, 1988 Laws, Emergency

Appropriations Act)

Other Medicaid-Related Strategies

Welfare Demonstration Projects - Authorizes the Department to establish demonstration programs to evaluate cashing out welfare benefits (i.e.,

food stamps, energy assistance payments, medical benefits), provision of medical benefits through purchase of health insurance, and capping

grant amounts at certain level, regardless of the number of persons in the case. (HB 2853, PA 85-114, 1987 Laws)

CON - Creates the Illinois Health Facilities Planning Fund within the state's treasury to be used for expenses associated with state health planning

activities; CON application fees are to be deposited into the fund, eff. 7/87. (SB 1489, PA 85-21, 1987 Laws)
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Indigent Care & Uninsured Programs

Pharmaceutical Assistance - Requires the Department to prepare and disseminate a handbook on the prescription drugs that are covered in the

Pharmaceutical Assistance Program. (HB 3492, PA 85-1176, 1988 Laws)

Risk Pool Implementation Delav - Delays indefinitely implementation of the comprehensive health insurance program, scheduled for 7/1/88, which

was created to assist high risk individuals obtain health coverage. The program was intended to be financed with state appropriations which were

unavailable.

INDIANA

Benefits Eligibility Reimbursement Administration & Management

Preqnant Women and Children -

Expands coverage to pregnant

women (for services related to

pregnancy) and infants up to age

1, in families with incomes up to

50% of the federal poverty level;

continues eligibility for these

women for the duration of the

pregnancy and 60 days post

partum regardless of any change

in income; waives assets tests, eff.

7/88. Establishes a presumptive

eligibility procedure for women to

receive ambulatory care from

qualified providers during the

period of formal Medicaid

application, eff. 10/89. (SB 202, PA

88-71, 1988 Laws)

Nursinq Home Levels of Care -

Requests the Medicaid agency to

assure: 1) that nursing homes

permit spouses in need of different

levels of care to share a room,

unless medically contraindicated

and 2) that recipients certified for

a level of care different than their

present one be allowed to remain

in the home until a bed at the

appropriate level is available, with

the facility receiving the

reimbursement rate for the

person's recommended level of

care. (SCR 27, Adopted 1988)

Indigent Care & Uninsured Programs

State/County Indiqent Care Proqram - Revises procedures for state Davment of county claims for medical expenses of indicent patients: also

requires the department of public welfare to review changes in medical criteria used to determine whether patients are eligible for assistance from

the hospital care for the indigent program. (SB 202, PA 88-71, 1988 Laws)

Budqet Impact of Medicaid Expansion - Requires the state budqet aoencv to estimate the cost savinos to the state hospital care for the indiaent

fund as a result of the expansion in Medicaid eligibility for pregnant women and infants and recommend the amount saved be transferred from

the indigent care fund to the state general fund. (SB 202, PA 88-71, 1988 Laws)

IOWA
Benefits Eligibility Reimbursement Administration and Management

Maternity Care - Requires the Preqnant Women and Children - Disproportionate Share - Provides Physician Case Manaqement -

addition of enhanced services and

targeted case management for

pregnant women. (HB 2447,

Section 3.8, 1988 Laws)

MR/DD/MH Services - Adds

enhanced community-based

services for persons with mental

retardation, mental health and

developmental disabilities, with

requirements to amend state plan

Expands coverage to all pregnant

women and infants under age one

in families whose income does not

exceed 150% of federal poverty

level, and for children up to age 5

on an phased-in, year by year

basis, starting at age 2, whose

income does not exceed 100% of

the federal poverty level, eff. 1/89;

requires monthly reports of

program status and expenditures

a disproportionate share

adjustment of 4% in the payment

rate to a hospital which provides

more than 20% of its services to

Medicaid patients (does not

include charity care patients). (HB

2447, Section 3.12, 1988 Laws)

Children's Psychiatric Hospitals -

Requires DHSto expand Medicaid

coverage for a new category of

Requires the development of a

physician case management

program for Medicaid recipients on

a pilot basis, under a federal

waiver, if necessary. (HB 2447,

Section 3.13, 1988 Laws)

MR/DD Providers - Requires the

department to qualify area

education agencies as eligible

Medicaid providers and reimburse
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IOWA continued

Benefits Eligibility Reimbursement Administration & Management

by 10/88; counties responsible for

50 percent of nonfederal share

costs. (HB 2447, 1988 Laws)

to legislative council. (HB 2447,

Sec. 3.14, 1988 Laws)

AFDC Needs Standards -

Increases basic needs allowances

under the AFDC program by 3.25%,

eff. 7/1/88. (HB 2447, 1988 Laws)

Caretaker Relatives - Extends

coverage to include caretaker

relatives under the MN program

and increases resource limitation

to $5000 for individuals and $7500

for multi-person households, eff.

1/89. Extends the certification

period to six months for cases

without a spenddown. (HB 2447,

Section 3.9, 1988 Laws)

Extension for former AFDC
recipients - Picks up DEFRA option

to provide an additional 6 months

of coverage to persons who

received 9 months of extended

coverage because they became

ineligible for AFDC due to loss of

earned income disregards. (See

also related entries under Indigent

Care)

licensed providers -- specialized

psychiatric hospitals for children

and adolescents, at a payment rate

of $120 per day or actual costs,

whichever is less, and development

of a permanent reimbursement

methodology by 7/89. (HB 2456,

1988 Laws)

Nursing Homes - Increases

maximum payment rate to ICFs to

64th percentile of aggregate per

diems as of June 30, 1988 with

planned increase to 74th

percentile; coupled with these new

rates are requirements for

increases of at least two hours of

care per resident per day. (HB

2447, 1988 Laws)

Substance Abuse/Mental Health -

Requires changes (as yet

undetermined) in DRG payments

for adolescents in Medicaid-

certified units for substance abuse

and psychiatric treatment in order

to reflect their treatment needs.

(HB 2447, Section 3, 1988 Laws)

Rate Reductions Removes

existing across the board cuts in

provider rates, eff. 7/88. (HB 2447,

Section 33, 1988 Laws)

Home Health Authorizes

cost-basedcontinuation of

reimbursement for Medicaid and

Medicare certified home health

agencies with the provision that

the department of human services

conduct a study of reimbursement

methodology usedforhome health

agencies in order to change to a

prospective payment system. (HB

2447, Section 33, 1988 Laws)

for covered physical therapy,

occupational therapy, speech

therapy, psychological services

and audiological services;

maintains services separately from

other Medicaid providers; allows

education agencies up to 5%

administrative costs. (SB 2296,

1988 Laws)

Other Medicaid Related Strategies

HCBS - State Funding - Creates the Family Support Subsidy Program to continue Medicaid coverage for deinstitutionalized children up to age

18 who require special education (waiver may be needed); authorizes state funding for services not covered under Medicaid and monthly cash

payments up to Iowa SSI standards; applies to families with annual taxable incomes up to $40,000; authorizes study of impact of this new program.

(SB 2018, 1988 Laws)

HCBS Waiver - Calls for the provision of case management services, homemaker/home health aide services and personal care services, adult

day health services, habilitation services and respite care for aged and disabled recipients under a Medicaid waiver program as provided in OBRA
1987. (HB 2447, Section 3.15, 1988 Laws)
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IOWA continued

Elderly - Requests the Commission of Elder Affairs to adopt policies for eligibility for federal, state and local funding for those age 60 with

preference in service delivery given to those 75 or older. (SB 2180, 1988 Laws)

AIDS Waiver - Requires the Department of Human Services to initiate the application process to obtain a 2176 waiver from HCFA to provide

alternative services to persons with AIDS-related conditions. (SB 2157, 1988 Laws)

CON - Extends the exclusion of residential care facilities from CON review requirements from 1/88 to 1/90. (HB 2466, 1988 Laws)

Indigent Care & Uninsured Programs

Work Incentives - As part of a welfare reform initiative, continues medical coverage for up to 1 2 months to persons who lose AFDC eligibility solely

due to increased earnings or hours of employment. First four months qualifies for Medicaid coverage, but the cost of supporting the program for

months 5 through 12 will be with state-only dollars. Similarly, after former AFDC recipients have exhausted the 9 months of extended Medicaid

coverage available when they lose AFDC eligibility due to loss of earned income disregards, the state will pick up the cost of coverage for months

10 through 12 with state-only dollars, to assure all former welfare recipients are guaranteed at least a year of medical coverage once they begin

working. (HB 2456, Section 17, 1988 Laws)

Study on the Uninsured - Provides the department with authority to obtain technical assistance from the National Center for Health Services

Research in identifying and examining state approaches for providing health care services to uninsured and under-insured persons in the low-

income population. (HF 2447, Section 3, 1988 Laws)

KANSAS
Benefits Eligibility Reimbursement Administration & Management

Case Management -Addstarqeted

case management services for the

non-institutionalized chronically

mentally ill (provided through

CMHCs) and for technology-

dependent children, eff. 7/1/88.

Organ Transplants - Adds coverage

of procurement of bone marrow for

autologous bone marrow trans-

plants, eff. 7/88; adds coverage of

liver transplants and related

services for participants in the Kan

Be Healthy (EPSDT) Program, eff.

5/88.

OP Mental Health - Covers

psychotherapy services provided

by a physician, a CMHC, or a

psychologist for up to 32 hours of

individual or group therapy, or any

combination of these, per calendar

year for non-EPSDT Medicaid

recipients. A recipient may recieve

32 hours from each provider type.

EPSDTparticipants are covered for

up to 40 hours for such services,

eff. 7/88.

Spousal Impoverishment - Allows

for qualified applicants in

institutions or receiving home and

community based services and

their spouses to divide their

aggregate income into separate

shares so that the spouse retains

the first $9,000 plus any allowable

excess shelter allowance up to a

maximum total of $14,000 of the

aggregate nonexempt income. (SB

264, 1988 Laws)

Pregnant Women and Children -

Expands coverage for pregnant

women and children in families with

incomes less than 100% poverty,

eff. 7/1/88. Waives assets tests.

(SB 775, FY 88-89 Budget Act,

1988 Laws)

Hospitals - Amends previously

used state guidelines governing

separate payment methdology for

hospitals deemed disproportionate

share providers in order to comply

with new federal guidelines, eff.

7/1/88.

Mental Health - Establishes a

single FFS rate to reimburse for

partial hospitalization (formerly the

payment rate was based on costs)

and removes the short-term and

supportive level of partial

hospitalization; partial

hospitalization is limited to 1,560

hours per calendar year for

Medicaid recipients, eff. 7/88.

Mental Health - Restructures

payment methodology for

community mental health center

services to fee-for-service instead

of cost-based. CMHC services

redefined, assigned nomenclature

and limitations.

Nurse Practitioners - Adds

advanced registered nurse

Utilization Review - Begins a claims

review bythe Medical Assessment

Unit of skull x-rays, head/brain CT

scans and head/brain MRIs, eff.

9/87, and psychological testing, eff.

10/87.

Fee Collections - Authorizes the

department to fix, charge and

collect reasonable fees when its

own employees provide home care

services to recipients served under

the Medicaid home and community

based services program; monies

collected are to be deposited in a

temporary deposit fund. (HB2763,

1988 Laws)
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KANSAS continued

Benefits Eligibility Reimbursement Administration & Management

Medical Supplies - Covers medical

supplies for ventilator dependent

and other recipients (including a

heat/moisture exchanger, (Xj/Air

Blender/Analyzer, pump and water

circulation pad and continuous air

compressor) with prior

authorization, eff. 1/88.

Psvcholoqical Testinq - Extends

coverage for psychological testing

without prior authorization for the

first four hours if associated with

admission to a hospital, eff. 11/87.

Physician Visits - Reqards non-

emergency visits to the outpatient

hospital as physician office visits

and counts them againstthe office

limits (currently 12 office visits per

calendar year for Medicaid or

MediKan recipients and 24 per

calendar year for EPSDT program

participants), eff. 7/88.

Substance Abuse Services - Limits

alcohol and drug treatment

provided in an inpatient hospital

setting to three admissions in a

recipient's lifetime, regardless of

provider; this ruling does not

include acute detoxification, eff.

7/88.

Copavments - Reduces cooavment

amount for outpatient general

hospital surgery and ambulatory

surgical center services from $10

to $3 per visit, eff. 1/88. Adds $1

copayment to: audiological

services (per office visit), DME, OT
and PT (per claim) and podiatric

services, eff. 7/88. Chiropractic

office visit reduced to 50 cents

copay.

practitioners as a provider type;

they may administer anesthesia

and perform as nurse midwives

and be paid directly on a fee-for

service basis.

KENTUCKY
Benefits Eligibility Reimbursement Administration & Management

Hospice Care - Covers bed

reservation days for hospice clients

residing in LTC facilities who

requireinpatient hospitalization (up

to 14 consecutive days, total of 45

days per recipient) or who return

HCBS - Chanqes income eliqibilitv

standards for 2176 waiver clients

(aged and MR) allowing them to

retain from their own income a

basic maintenance needs

allowance equal to SSI plus SSI

OB Pavments - Chanqes

reimbursement for OB/GYN
services from fee-for-service to a

flat rate, providing higher rates for

procedures performed by board-

certified specialists, eff. 11/87.

Utilization Review - Implements a

drug utilization review (DUR)

program to monitor prescription

drug use by program recipients, eff.

2/88.
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KENTUCKY continued

Benefits Eligibility Reimbursement Administration & Management

to the home setting temporarily

(therapeutic home leave allowed for

up a total of 15 days), eff 5/88. Also

allows hospice program clients to

be placed on an inactive status

when health status improvestothe

extent that active hospice services

are temporarily unnecessary, eff.

7/88.

AIDS Tests - Covers HIV antibody

general disregard, eff. 4/88.

Children - Changes eligibility

requirements for clients in the

Alternative Intermediate Services for

the Mentally Retarded waiver

project or hospice program clients

who are married or under 18, to

count income and resources of

parents or the spouse for the first

month of admission only, eff. 4/88.

HHAs-Establishes reimbursement

methodology for non-public Home
health agencies utilizing Medicare

allowable cost principles, with

maximum allowable compensation

for owners limited to $38,000.

Establishes upper payment limits

annually for services provided by

public HHAs, eff. 7/88.

IP Mental Health - Increases upper

Preventive Services - Covers

preventive maternal and child

health services provided by local

health departments, through a

contract with the Title V grantee

(the state health agency).

tests (HTLV-III, Western Blot), eff.

5/88.

Druqs - Adds 26 sinqle source

(non-steroidal) anti-inflammatory

arthritis drugs to formulary,

availablewithoutpre-authorization,

eff. 3/88. Also limits the number of

oral contraceptives covered per

year to 365, eff. 7/88.

Mental Health - Covers home visits

provided through a Community

Mental Health Center (CM HC), eff.

1 2/87; covers services provided by

a psychological associate in a

CHMC under the supervision of a

licensed psychologist, eff. 1/88;

covers collateral and off-site

services (as outpatient services) for

recipients under 21 who are clients

in a CMHC, eff. 7/88.

limit for disproportionate share

mental hospitals (35% or more

Medicaid clients) from 105% to

115% of the weighted median of

allowable costs for all participating

mental and psychiatricfacilities, eff.

4/88.

Nursina Homes - Establishes a

reimbursement rate for public SNFs

and ICFs that qualify as IMDs, eff.

5/88. Also increases depreciation

allowance for repairs or improve-

ments; amounts greater than

$4,000 must be capitalized overthe

remaining life of theasset, eff. 5/88.

Nursinq Homes - Eliminates

incentive payments to ICFs ($7.50

per day for 90 days) that accept

reclassified SNF patients, eff. 7/88.

Also eliminates inflation index

utilized for the labor cost

component of allowable costs

(based on the rate of the annual

state employee salary increment)

for SNFs and ICFs, eff. 7/88.

HCBS - Implements prospective

upper payment limits for client

assessment, homemaker and

personal care services, with

payment limited to 130% of the

weighted median, eff. 7/88. (Case

management and respiratory

xnerapy services are exempi Trom

upper limits; limits previously

established for minor home

adaptations and respite care are

unchanged.)

Other Medicaid-Related Strategies

CON - Legislatively establishes the Commission for Health Economics Control in Kentucky (originally established by Executive Order 85-761),

responsible for CON and licensure disputes. (SB 264, 1988 Laws) Also establishes a joint interim committee to study the CON process, with a

report due by the start of the 1990 legislative session. (HR 181, Adopted 1988)
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LOUISIANA
Benefits Eligibility Reimbursement Administration & Management

Podiatry - Requires that the

services provided by a podiatrist

be made available to Medicaid

recipients when the treatment is

otherwiseauthorized and included

in the Medicaid state plan. (SB 693,

Act 788, 1988 Laws)

AIDS Druqs - Covers AZT for AIDS

patients, eft 3/88.

Preqnant Women & Children - As

authorized bya resolution directing

the Department of Health and

Hospitals to expand eligibility

standards for the Medicaid

program, expands coverage for

pregnantwomen and children born

after9/30/83untiltheir8th birthday,

who live in families with incomes

below 100% of the federal poverty

level, eff. 1/1/89. Provides

continuous coverage to pregnant

women until 60 days after delivery

and will include the presumptive

eligibility option. No resource limit

will be applied. (House Concurrent

Resolution 29, Adopted 1988)

Hospitals - Authorizes the

establishment of a "prepayment

program" which allows hospitals to

make payments to the Department

of Health and Hospitals in

anticipation of the amount of

Medicaid audit settlements owed

to them in the following 120 days.

(HB 1842, Act 1004, 1988 Laws)

Note: This law was passed in a

fiscal year when the state was

withholding audit payments

because of insufficient funds; this

lawallowedthe hospitalsto prepay

the state's share of Medicaid

settlements to obtain federal

matching funds. This law will

become moot unless a similar

situation recurs.

Nursinq Homes - Requests the

Office of Elderly Affairs to study

case mix reimbursement systems

for nursing homes in the Medicaid

program and determineif Louisiana

should establish such a system;

sets up a special committee to

assist in the study. (House

Concurrent Resolution 101,

Adopted 1988)

Druq Formulary - Authorizes

implementation of a closed drug

formulary that may restrict

reimbursement for multi-source

drugs; allows the formulary to

include "drugs necessary for

treatment or prevention of life

threatening or degenerative

illnesses and providefor physician

override within the scope of the

formulary"; and, establishes a

Medicaid Drug Formulary Advisory

Committee. (HB 1701, Act 372,

1988 Laws)

Expedited Applications for AIDS

Patients - Requires an expedited

Medicaid eligibility review program

for persons diagnosed with AIDS;

through this process, those who

appear presumptively eligible will

likely receive immediate Medicaid

coverage (some question about the

feasibility of this has been raised);

if the applicant is denied

qualification for Medicaid, the

person with AIDS must reimburse

the department forfunds spent on

his/her behalf. (HB 712, Act 674,

1988 Laws)

Fraud and Abuse - Permits the

department to suspend from the

Medicaid program, recipients who

have fraudulently obtained

assistance, for 12 months. This act

ties Medicaid recipient fraud to

general theft statutes; penalties

are related to size of the theft. (HB

1692, Act 427, 1988 Laws)

TPL - Requires all third party

payers to notify the department

before paying claims clearly

identified as payment for services

in a state facility or rendered by a

Medicaid provider -- with

implementing rules to be issued;

establishes penalties for failure to

notify the department. (HB 1695,

Act 697, 1988 Laws)

Other Medicaid-Related Strategies

AIDS Study - Establishes a Special Legislative Task Force to study the impact of AIDS and develop legislative recommendations; a report is due

2/89. (HCR 4-X, Adopted 1988)

Nursinq Home Reform Costs - Requires the Department to determine the cost of implementing the nursing home requirements set out in federal

OBRA-87 legislation and to estimate FY 89-90 budget needs. (House Concurrent Resolution 57, Adopted 1988)
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MAINE

Benefits

Dental Care - Adds coverage of

dental services to individuals age

21 and over, limited to: acute

surgical care related to accidents;

oral surgical and related medical

procedures; extraction of teeth;

provision of dentures; and other

treatment in specified

circumstances, eff. 1/89. Requires

a report on the results of this

benefit expansion and on the

feasibility of contracting with a

prepaid dental plan for these

services by 1/90. (SB 945, Ch. 836,

1 988 Laws)

Personal Care - Requires adoption

of regulations to assure coverage

of personal care assistance

services "to be provided in a

manner that allows the consumer

toachievemaximum control. ..while

minimizing the orientation to a

medical model." (HB 1694, Ch. 845,

1988 Laws)

Eligibility

Spousal Impoverishment - Requires

a presumption, for married

individuals in nursing homes

applying for Medicaid, that each

spouse has a marital property

interest in half of total monthly

incomeof both spouses atthetime

of application with only the

applicant's interest available for

purposes of determining eligibility.

Provides for a rebuttal of this

presumption through a court order,

proof of individual ownership, or

application for supplementary

allocation of spousal income.

Requires standards for the

reasonable and adequate support

of the community spouse and

community residence of the couple.

Allocates funding for these new

requirements from surplus funds

accrued due to delays in

constructing new nursing home

beds. Implementation subject to

authorization under federal law.

(HB 313, Ch. 834, 1988 Laws)

Pregnant Women & Children -

Expands coverage to pregnant

women duringtheirpregnancyand

up to 60 days post partum and

infants under age 1 in families with

incomes up to 1 85% of the federal

poverty level; also extends

coverage to children under age 5

in families with incomes up to 1 00%

of the federal poverty level, waives

application of the assets test, eff.

10/88. (HB 1643, Ch. 847, 1988

Laws)

Elderly and Disabled - Expands

coverage to elderly and disabled

persons in families with incomes

below 100% of the federal poverty

level. (HB 1643, Ch. 847, 1988

Laws)

Work Transition - As part of the

new welfare reform program called

"Additional Support for People in

Retraining and Education"

(ASPIRE), requires the provision of

transitional support services to

former recipients of AFDC who
become ineligible due to increased

Reimbursement

Home Health Services - Requires

revision of the maximum allowable

per client payment for home health

services up to the cost of nursing

home care and permits the

department to make special

adjustments for home care

agencies for reasonable costs of

recruiting and retaining staff and of

training home health aides (similar

to those allowed for nursing

homes). (SB 935, Ch. 829, 1988

Laws)

NurseTraininq Costs -Requires an

adjustment in reimbursement for

facilities participating in the Health

Occupations Training Project;

facilities that pay back government

student loans for participating RNs

will be eligible for the payments.

(SB 892, 1988 Laws)

Nursing Homes - Requires changes

in reimbursement of long-term care

facilities to include payment for

fees associated with geriatric

education and training. (HB 1778,

Ch. 830, 1988 Laws)

ICF-MR Staff Wages - Allocates

funds to raise wages paid to

ICF/MR staff to comparable levels

with those paid to state employees

in state institutions, eff. 4/89. (HB

1960, Ch. 869, 1988 Laws)

Administration & Management

TPL - Enhances the department's

abilityto recoverreimbursementfor

medical costs from third party

payers by requiring notice to the

department of claims made on

such third parties for Medicaid

recipients. (SB 759, Ch. 621, 1988

Laws)

Financing Strategies - Finances the

new eligibility expansions with

funds from: 1) assessments on

hospitals through a one-time excise

tax of .002 of hospitals' "financial

requirements", which will be

passed through to payers and

offset by the reduction in charity

care that the hospitals will receive

in Medicaid payments from the

program, 2) "deappropriations" of

funds from a program that provided

prenatal services to low-income

women, and 3) surplus funds not

needed for the low cost drug

program for the elderly. (HB 1643,

Ch. 847, 1988 Laws)
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MAINE continued

Benefits Eligibility Reimbursement Administration & Management

earnings from employment

obtained from participation in the

program; permits extension of

Medicaid to former welfare

recipients for up to 12 months,

limited to people in families earning

no more than 150% of the federal

poverty guidelines, but allows for

co-insurance by those in families

earning between 110% and 150%

of the poverty level (by paying for

a portion of the premium on a

graduated scale). Permits the

department to pay for a family's

privatehealthinsurancepremiums,

deductibles and copayments if

doing so would be more cost

effective. Requires the department

to adopt the 6-month extension of

Medicaid permitted by federal law,

eff. 1/89.

Other Medicaidflelated Strategies

Handicapped Children - Requires the development of a plan to coordinate and maximize the use of state and federal funds, including Medicaid,

for the provision of services - especially foster care and out-of-home treatment - to handicapped children; report due to the legislature by 1 2/88.

(SB 802, Ch. 118, 1988 Laws) A related law requires an interdepartmental study and Medicaid plan for maximum use of state and federal funds

for services to handicapped children and children in foster care. (SB 802, 1988 Laws)

CON - Establishes criteria for granting a waiver of CON review requirements, including whether additional public expense would be incurred by

the proposed project and whether the proposed project would be governed under other existing laws and regulations. (HB 1503, Ch. 725, 1988

Laws)

SSPs - Establishes a non-lapsing revolving fund to provide interim assistance payments to SSI recipients following discharge from a state mental

hospital when their benefits have expired; the SSPs are to be used for food, clothing and housing needs until SSI payments are resumed. (SB

558, Ch. 831, 1988 Laws)

Indigent Care & Uninsured Programs

Managed Care for Uninsured Individuals - Amends the program created last year providing managed care to uninsured individuals by targeting

enrollment to low-income non-Medicaid individuals employed in small businesses (groups of under 15 workers) and the self-employed. Only group

policies can be offered through the program. Groups cannot have been offered a health plan in the preceding 12 months (except if they lost the

coverage involuntarily) and self-employed people cannot have been covered in the previous year. These changes were necessitated by the level

of funding for the program and to protect the plan from "dumping" from private insurance plans. (HB 1996-XXX, Ch. 888, 1988 Laws, Third Special

Session)

Pharmaceutical Assistance - Adds prescription drugs for the treatment of chronic obstructive lung disease to the low cost prescription drug

program unless funding for the total program would be inadequate for the remainder of the fiscal year; recipients must pay $3 toward the cost

of a covered purchase ($10 toward anti-arthritic drugs); a report is due by 1/89. (SB 800, Ch. 746, 1988 Laws)

Medical Coverage Buy-In for Disabled - Permits the department to design a program permitting the disabled to purchase medical coverage on

a sliding fee scale basis; as a fully state-funded program, it is not a Medicaid program per se. (FY 88-89 Appropriations Act)
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MARYLAND
Benefits

Generic Drugs - Requires the Drug

Formulary Committee to publish a

list of interchangeable drugs

covered under Medicaid that: 1)

are generally available within the

state; 2) have sufficient utilization;

and 3) have sufficiently different

costs between the brand name and

the generic equivalent. Drugs that

do not meet these criteria are

exempted from generic use

requirement. Will set maximum

reimbursement levels for the drugs

on the list, based on the cost of

the generic equivalent. Provides

that additions to the list and their

reimbursement levels will go into

effect 60 days after publication of

the updated list, eff. 7/88. (SB 169,

Ch. 126, 1988 Laws)

PNA - Increases PNA for

institutionalized persons from $35

to $40 and for couples from $70 to

$80, eff. 7/87.

AIDS Case Management - Adds

case management for Medicaid

recipients diagnosed as HIV-

infected; comprehensive services

will be provided for symptomatic

clients and limited services for

asymptomatic clients, eff. 7/11/88.

Case Management - Adds case

management for Medicaid

recipients under age 18 who are

expectant parents or have custody

of a child. Service can continue

until the client reaches age 21 , eff.

7/25/88.

Condoms - Adds condoms to

pharmacy coverage, eff. 7/11/88.

DMS/DME - Covers incontinency

pants and disposable underpads

under limited conditions, eff.

7/11/88 and external ambulatory

infusion pumps, with limitations, eff.

7/25/88. Increases monetary limits

above which preauthorization is

required for all supplies and

equipment, eff. 5/30/88. Also covers

nasal continuous positive airway

pressure systems (oxygen), eff.

5/2/88.

Eligibility

Pregnant Women and Children -

Expands coverage to cover

children up to two years of age

whose income is below the federal

poverty level, eff. 7/1/88 (in

conformance with previous year's

authorization). Income guidelines

revised to reflect 1988 federal

poverty levels, eff. 2/88.

MNILs - Increases medically needy

income levels, eff. 7/1/88.

Reimbursement

Obstetrical Care - Increases

maximum reimbursement fee for

deliveries performed by physicians

and nurse midwives, eff. 7/11/88.

Physicians and Labs - Increases x-

ray portability fee and recognizes

EKG portability as a covered

service, eff. 7/25/88.

Nursing Homes - Provides for

additional reimbursement for

"communicable disease care" to

address costs associated with

increased staff time, training,

supplies, infectious waste disposal,

etc., for certain patients, eff.2/1/88.

Personal Care - Creates a new

level of care to provide a higher

rate of reimbursement for certain

patients with infections and

terminal diseases requiring special

procedures in infection control, eff.

7/1/88.

Nursing Homes - Eliminates

authorization for higher rates of

reimbursement for nursing homes

providing care for patients who

would otherwiseneed chronic long

term inpatient care in a hospital, eff.

7/88. (H B 61 8, Ch. 208, 1 988 Laws)

Note: This change deletes an

obsolete provision that was never

used since the current payment

system began in 1 983.

Physicians - Increases

reimbursement fees for surgeries

and primary care services provided

by physicians. Provides for a 20%

supplemental payment for specified

surgical and technical procedures

performed in a home or office

setting, eff. 2/87.

Administration & Management

Nursing Home Admissions

Contracts Prohibits nursing homes

fromrequiringanothersignatureon

an application or contract for

admission unless: 1) the applicant

is legally found to be disabled; or

2) the applicant's physician

determines that the applicant is

incapable of understanding or

exercising their rights and

responsibilities and the deter-

mination is recorded in the

applicant's record. Provides that a

facility may request (but cannot

require) an applicant to execute a

durable powerofattorney, eff. 7/88.

(HB 683, Ch. 452, 1988 Laws)

Nursing Homes COPs - Prohibits

LTC facilities from charging

recipients (or their authorized

agents who are responsible for

management of the applicant's

available resources) higher rates

than are paid by Medicaid.

Provides that the financial

obligation of the applicant's agent

is limited to the amount of the

applicant's funds considered

available to pay costs incurred by

the applicant. Provides that a

facility may require timely payment

for costs associated with the

applicant's care that are not

covered by Medicaid and that have

been agreed to be paid by the

applicant. Provides that an agent

who willfully refuses to comply with

these provisions may be subjectto

a civil penalty of up to $2,500.

Further requires agents to seek

Medicaid eligibility on the ap-

plicant's behalf; facilities are to

provide assistance in this effort, eff.

7/88. (HB 683, Ch. 452, 1 988 Laws)
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MARYLAND continued

Other Medicaid Related Strategies

CON - Raises project expenditure review threshold from $600,000 to $1 ,250,000. Establishes waiver procedures for reviewable projects that are

under $1,500,000 in specified circumstances. (SB 536, Ch. 767, 1988 Laws)

Home and Community-Based Services - Allows the Department of Health and Mental Hygiene to subsidize day care services for financially eligible

elderly individuals (changes definition of elderly to include those 55 years of age and older - previously the age was 60 years). (SB 130, Ch. 118,

1988 Laws)

Medicaid Study - Requests a Special Joint Legislative Policy Committee to undertake a comprehensive review of the Medicaid program, to examine

the broad policy and fiscal implications of the program's coverage, and to recommend cost containment strategies that will protect the Medicare

waiver while still providing adequate health care services for the poor; report due November, 1988. (Report of the Chairmen of the House

Appropriations and Senate Budget and Taxation Committees, 1988 Session)

Waiver for Technology-Dependent Children - Adopts new regulations to provide home care for technology-assisted children under a 2176 waiver,

eff. 1/1/88. Allows Medicaid to serve more technology assisted children, and making it possible for them to reside in the community rather than

in an institution.

Indigent Care & Uninsured Programs

Studies - Creates a Governor's Commission on Health Care Policy and Financing to undertake a comprehensive review of the state's current health

care system and develop recommendations to ensure access to quality, cost-effective health care for all. Three subcommittees were set up: Long-

Term Care, Uninsured Persons and Mandated Health Insurance Benefits. The Subcommittee on Uninsured Persons will develop options for

financing health care for the uninsured and underinsured. (Executive Order 88.03)

MASSACHUSETTS
Benefits

PNAs - Ties the increase in LTC

residents' personal needs

allowance to the same percentage

increases in Social Security

COLAs, eff. 7/88; prohibits

personal laundry costs from being

charged against the PNA (these

costs are paid in the facility's per

diem rates); maximum PNA
increased to $70, eff. 7/88. (HB

6205, Ch. 716, 1987 Laws, signed

1/88).

Case Management - Covers case

management services to all

enrollees in the preferred physician

program (see entry under

Administration & Management),

prepaid medical care program and

high-cost case management, eff.

9/87 (only the last one receives

separate reimbursement).

Rest Home Leave Days - Limits to

1 the number of leave of absence

days per recipient per year in rest

homes, eff. 10/87.

Eligibility

Pregnant Women and Children -

Expands coverage to pregnant

women and infants under age 1 , in

families with incomes less than

185% of the federal poverty level;

also covers children up to age 5 in

families with incomes below 100%

of the federal poverty level. (HB

5210, Ch. 23, 1988 Laws)

Disabled Children - Amends state

plan to cover under an optional

eligibility group - severely disabled

children under age 19 who would

otherwise be institutionalized but

can remain in their homes; they are

exempted from Medicaid rules that

deem parental income available to

their children, eff. 11/87. (About 80

children are currently enrolled in

this program.)

Reimbursement

Hospital Rate Increases - Revises

hospital rate regulations governing

how Medicaid, Blue Cross and

commercial insurers pay hospitals

according to a maximum allowable

cost reimbursement system; the

new system promises hospitals will

receive almost $1 billion in allowed

rate increases over the next four

years. Specifies how FY 88 to FY

91 patient care costs will be

computed for purposes of

determining each hospital's

approved gross service revenue in

each fiscal year (with incentives for

increases in labor costs). The

reimbursement system will be 100%

volume sensitive, i.e. reimbur-

sement drops or rises in direct

proportion to patient volume.

Extremelow-volume hospitals,with

certain exceptions, will not qualify

for a "low base cost adjustment"

or a 4.6% minimum guaranteed

revenue increase. (See other

provisions under Hospital Rate

Regulation in the Indigent Care &

Administration & Management

Managed Care - Implements a new

case management program, known

as the Preferred Physician Program

(PPP) to encourage medical

management within the FFS

system; permits recipients to

choose a primary care physician

from a network of physicians

contracting with the Department

and requires all other providers

(except pharmacies) to contactthe

primary care physician before

treating the patient (if at all

possible), eff. 7/88.

Hospital Preadmission Screening -

Alters thepreadmission screening

program for acute inpatient hospital

admissions after 3/88; requires all

electiveadmissionstobescreened

(no longer exempts substance

abuse admissions, obstetrics and

newborns); providers mustcontact

the Department at least 7 calendar

days prior to any elective

admission; requires certain

nonelective admissions to be
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Benefits Eligibility Reimbursement Administration & Management

Mental Health - Requires

psychiatrists to obtain prior

authorization after 17 visits (the

limit is 17 visits/lifetime/provider),

eff. 2/88.

Uninsured section below.) (HB

5210, Ch. 23, 1988 Laws)

Dialysis - Permits the Department

to pay for home dialysis services

and supplies using Medicare's

Method II unbundled payment

system in addition to the existing

payment system, eff. 11/87.

Chronic Disease and Rehab

screened after the admission;

requires readmissions and

transfers to be screened; requires

providers to provide estimated LOS

to compare with national medians

for the diagnosis and use as a

basis for negotiating with the

provider. Screening is performed by

an outside contractor.

LTC Service Integration -

Hospitals - Authorizes

reimbursement rates for chronic

disease or rehabiliation hospital

services to include payment for

administratively necessary days,

with rates set prospectively;

authorizes an increase in the

allowances for composite inflation

,

volume, and labor shortages. (HB

5801, Ch. 270, 1988 Laws)

Establishesanagreement between

Medicaid and the Executive Office

of Elder Affairs so that home care

corporations in selected areas will

be responsible for authorization

and case management of Medicaid-

funded community LTC services for

a limited number of Medicaid

recipients overage 65. Home care

agencies will also screen nursing

home applicants and develop

community placements for

Medicaid elders on administrative

day status in acute or chronic

hospitals, eff. 10/88.

COPs - Requires all Medicaid

providers to participate in the new

CommonHealth program, providing

services to Welfare to Work

participants, disabled adults and

disabled children, eff. 7/88. (See

descriptions below under Nos 12,

13 and 14.)

TPL - Requires health insurers to

assist the Department of Public

Welfare with computer matches to

determine third party liability for

Medicaid recipients' bills. (HB

5210, Ch. 23, 1988 Laws)

Nursinq Homes - Requires nursinq

homes to be responsible for

Medicaid overpayments made to

previous owners. (HB 5210, Ch.

23, 1988 Laws)

Dav Habilitation - Requires all dav

habilitation centers serving

developmentally disabled recipients

to have received full accreditation

or provisional status by specified

accreditation agencies, eff. 7/88.
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MASSACHUSETTS continued

Other Medicaid-Related Strategies

CON - Exempts expansion of nursing home beds in certain underbedded urban areas (with criteria to be determined) from Determination of Need

(CON) requirements, as long as certain conditions are met (e.g. adequate quality assurance program). (HB 5210, Ch. 23, 1988 Laws)

HMOs - Prohibits the Group Insurance Commission (the state employees' benefits division) from contracting with any HMO unless it is a

participating provider in the Medicaid program. (HB 5210, Ch. 23, 1988 Laws)

Indigent Care & Uninsured Programs

The following provisions are contained in the Massachusetts Health Security Act, HB 5210, Ch. 23, 1988 Laws.

1) By 1992, all employers of six or mote employees must provide health coverage or be subject to a 12% tax on the first $14,000 of wages paid

to all eligible employees. To qualify, workers must be employed at least 30 hours a week for more than 90 days (or 20 hours if a head of house-

hold or an employee of six months of more). The law exempts from this requirement workers employed for a period of less than 5 months,

seasonal agricultural employees, and employees covered by another health plan. The $14,000 wage base will increase at a rate to be determined

after 1993 in order to fund health insurance programs for employees and the unemployed. Employers are able to deduct from the 12% tax only

those amounts that represent their average expenses per employee for providing health coverage for their workers. Note: A subsequently passed

law prohibits existing employer health benefit plans 1) from raising employees' contributions (in the form of premium percentages, copayments

and deductibles) any higher than they were at the: time of the act's passage or 2) from reducing benefits from those in effect at the time of the

act's passage. (SB 1620, Ch. 29, 1988 Laws)

2) Small employers (with five or fewer workers) are to be offered special assistance to encourage them to provide health insurance. This help will

include initiatives to broker health insurance for small businesses by the state or by private brokers. In 1 989, the state will set up a small business

health insurance pool to buy insurance for employees of businesses with 6 or fewer full-time employees (with the possibility of expanding the pool

to businesses employing up to 10 employees). In 1990, the state will offer tax incentives (for up to two consecutive tax years) to firms of 50 or

fewer workers, which have not paid health insurance premiums for its employers in the previous 3 years, to get them to pay at least 50% of

premiums for full-time employees. The state will also establish a hardship trust fund to assist firms whose medical security contribution exceeds

5% of gross revenue. New employers, regardless of size, are eligible for tax rates that are less than the 1 2% tax rate during the first two years they

are in business. A Small Business Advisory Council must evaluate all of these programs and report on the effectiveness of these programs and

any needed changes, by July, 1991.

3) A new Department of Medical Security (DMS) is established, with powers to provide a program of health insurance coverage for all those not

otherwise covered. Premium schedules and enrollee copayments are not spelled out in the law, but the DMS is authorized to establish such

requirements. Enrollee contributions must be based on a sliding fee scale, with full premiums to be paid by those with incomes above an as yet

undetermined amount. Minimum benefits are not explicitly defined, but plans must provide "a reasonable range of health care services" and must

include any mandated benefits in current state law.

4) DMS will provide coverage by contracting with insurance plans , such as private insurance plans, Blue Cross and Blue Shield plans, and HMOs
(it will not function as an insurance company itself). Whenever possible, the department will contract with these corporations for managed health

care plans or for plans "which employ other methods to reduce costs." It can also serve as a broker between health insurance plans and

employers or health care consumers. Phase-in initiatives, designed to test alternative methods of providing health coverage, are planned in order

to prepare for the "orderly and gradual" coverage of the uninsured. Enrollees must have a choice of at least two plans and no more than 30% of

all enrollees can be enrolled in a single plan.

5) A Medical Security Trust Fund is set up to administer three separate accounts: a) An unemployment health insurance account will collect

employer contributions (.12% of wages) and be used to pay health insurance premiums for "actively unemployed" people (those receiving

unemployment compensation benefits); b) A medical security account will consist of required employer contributions, payments by enrollees, and
state appropriations to pay for premiums of eligible employees (see #1 above); c) A public sector responsibility account will take in enrollee

premiums, voluntary contributions, and state appropriations to pay for premiums of all other uninsured residents.

6) The Uncompensated Care Pool remains in operation in order to reimburse hospitals for free care and bad debt generated by people who do
not have insurance. The pool continues to be funded through surcharges on hospital bills paid by all insurers. But, because uncompensated care

is expected to decline as more people become insured, the pool (and therefore the private sector's liability) is capped at its current level $325
million and will drop slightly each yearthrough FY 1991 to $312 million, less state appropriations for General Relief hospitalization. If the net liability

of the pool to hospitals for uncompensated care exceeds the cap, the pool can be supplemented by state appropriations within certain limitations

(e.g. no appropriations were allowed in FY 89).
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MASSACHUSETTS continued

7) Hospital Rate Regulation Revisions

o Blue Cross-specific provisions - Sets the Blue Cross differential at 93.2% of approved charges. Establishes a special commission to study

Blue Cross and the current health insurance market to assess the Blues' tax-exempt status, their role as insurers of last resort, the affordability

of Medigap policies offered by the Blues. Enables Blue Cross and Blue Shield (and other insurers) to develop preferred provider arrangements.

o "Under-financed" hospitals will receive an extra $95 million infusion of funds over the next two years and hospitals with a "Medicare

shortfall" (defined as a failure of Medicare rates tc keep pace with health care inflation rates) will be eligible for $37 million in assistance for FY

87-88 and FY 88-89 (reduced from $50 million in the recent FY 88 supplemental appropriations act - HB 6100, Ch. 236, 1988 Laws).

o An Acute Hospital Conversion Board was also established to assist in closing or converting hospitals with low occupancy rates .

Employees laid off because of a hospital closing or conversion must be provided with job placement and reemployment training programs.

8) Community health centers are assured funding for future fiscal years, subject to appropriations, according to a distribution formula to help pay

for care of uninsured individuals.

9) Requires every college in the state to insure that by 9/89, all full-time and 3/4 time students are covered by health insurance satisfying the

minimum requirements to be established by DMS; non-complying institutions are subject to fines equal to $5 per day per student.

10) Pregnant Women - Places into statute the Healthy Start program to serve women with incomes up to 200% of the poverty level who, for

whatever reason, do not qualify for Medicaid, do not have other health insurance, or whose insurance does not cover all medically necessary

care covered by the program. Excludes coverage of hospital inpatient costs by Healthy Start. (See related provision under Eligibility)

1 1 ) General Relief - Medical Services - The Department of Public Welfare is required to establish a comprehensive health care program for persons

eligible for general relief , by 1/91, that must be limited to services delivered in a managed care setting, in so far as possible.

12) "Medicaid Wrap-around" for Disabled Individuals - Requires coverage of primary and supplemental care for disabled residents ineligible for

Medicaid because they are employed (though their disability would otherwise qualify them for SSI) and ineligible for medical coverage by an

employer's group health insurance plan. Requires the costs of such a program to be funded, in part, by premium contributions, copayments and

deductibles made by enrollees on a sliding scale schedule. Program takes effect 7/88. These individuals are now one of the enrollee groups under

the new CommonHealth Program, administered by the Department of Public Welfare.

13) Work Transition - Provides health insurance coverage (not Medicaid) for 24 months to people who become ineligible for welfare due to

increased earnings from employment (e.g. those participating in the Employment and Training Program) limited to those whose employers do not

offer health insurance and earning family incomes less than 185% of poverty; no assets tests will be applied. The program takes effect 7/88 and

these benefits will terminate after March, 1992. This is also called the "Welfare to Work" enrollee group under the newly established CommonHealth

Program, administered by the Department of Public Welfare.

14) Disabled Children - Provides health insurance coverage to disabled children under the age of 18, regardless of their family's financial status.

(Note: These children do not have to be as severely disabled as those newly eligible for the program described under Medicaid Eligibility.)

Premiums will be charged on a sliding fee scale and there is no assets test. Program takes effect 7/88 and is one of the enrollee group under the

newly established CommonHealth Program, administered by the Department of Public Welfare.

15) Studies - a) Requires the Executive Office of Administration & Finance to contract for a comprehensive, six-year study of the financial and

economic impacts of the legislation, including all costs to the state; a periodic report is required each year for the legislature; b) Establishes a

special commission to study and prepare plans to consolidate the Medicaid program, the Department of Medical Security and the Group Insurance

Commission (state employees' benefits), in order to use resources more efficiently by consolidating the state's purchasing power; c) Requires

DMS, in the event of federal enactment of a national health insurance program, to submit a report on the impact of such a program on the state's

health programs.

16) State expenditure limit - Limits the state's financial obligations for implementing the act's provisions to $261 million in FY 90 and $477 million

for FY 92.
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MICHIGAN
Benefits

Maternal and Child Health -

Implements the Maternal Support

Services Program, providing

nonmedical support services during

pregnancy and up to 60 days

postpartum. The services include

childbirth/parenting education,

psychosocial and nutrition related

assessments, psychosocial and

nutrition related counseling and

transportation services, eff. 11/87.

Nurse Anesthetists - Covers the

services of a certified registered

nurse anesthetist (CRNA) for

outpatient and inpatient hospital

anesthesia services, eff. 10/87.

OB Care - Covers ambulatory

uterine activity monitors (AUAMs),

eff. 1/88.

Condoms - Covers latex condoms

(up to 24 at a time) without a

prescription, eff. 6/88.

Eligibility

Pregnant Women and Children -

Implements expanded coverage of

pregnant women and infants up to

age 1 in families with incomes up

to 1 00% ofthefederal poverty level,

eff. 1/1/88 and raises this limit to

1 85% ofthefederal poverty level as

of 10/1/88.

Spousal Impoverishment - Requires

the Department to develop a plan

for implementation of a policy to

prevent impoverishment of the

spouse of an institutionalized

recipient. A report is due by 4/89.

(HB 5448, PA 322, 1988 Laws)

Reimbursement

Hospitals - Increases DRG prices

and per diem rates by 2.2%, eff.

11/87; recalibrates DRG relative

weights, establishes new outlier

thresholds (that increase claims

meeting low and high day outlier

criteria), incorporates 8/87 indigent

volume data and makes other

adjustments in calculating hospital-

specific DRG prices and per diem

rates to reflect the new case-mix

index for each hospital, eff. 1/88.

Hospital Capital & Medical

Education Costs - Pays for all

capital and direct medical

education costs through a

separate Capital Interim Payment

(CIP), in amounts set annually by

the Department for each inpatient

provider type in a hospital, based

on the most recent cost data, eff.

4/88. At the end of the hospital's

fiscal year, the CIP is compared to

actual costs and the difference

settled.

Children's Hospitals - Exempts

separately-enrolled children's

hospitals from application of the

"standard of payment factor"

normally used to calculate DRG
prices, eff. 10/87.

Hospitals - Pays all hospitals $18

for each newborn to coverthe cost

of newborn screening, eff. 7/87.

Outpatient Surgery - Requires the

Department to establish an all-

inclusive facility rate reimbursement

for selected surgeries performed in

the outpatient hospital setting.

Reimbursement is to be the lesser

of the all-inclusive facility rate or

charges. A report on the impact of

this policy on hospital outpatient

reimbursement is due by 6/89. (HB

5448, PA 322, 1988 Laws)

Administration & Management

Hospital Utilization
Review/Preadmission Screening -

Authorizes a statewide hospital

authorization and utilization review

program under contract to the

Michigan Peer Review Organization

(MPRO), eff. 2/88. Under the

previous state-operated program,

prior authorization is needed for all

inpatient hospital elective

admissions, all readmissions within

15 days (regardless of where the

admission occurs) and all transfers

between hospitals and between

units within a single hospital with

different Medicaid ID numbers or

provider type. All extended stays

in in-state free-standing

rehabilitation hospitals must be

certified. Inpatient dental services

performed on an inpatient basis

and state-owned psychiatric

hospitals are exempt from these

requirements.

Mental Health - Requires the

Department of Mental Health to

report to the Senate and House

appropriations subcommittees on

mental health and the Senate and

House fiscal agencies on the

estimated and actual number of

Medicaid eligible clients served and

the estimated and actual amount

of Medicaid revenues claimed for

each program, activity, or facility

under the Department of Mental

Health. The first report is due by

1 /31 /89, with subsequent quarterly

reports required. (SB 760, PA 321

,

1988 Laws)

Transplants - Begins
reimbursement of approved bone

marrow and heart transplants

under a percent of charge method,

which will use the hospital's cost-

to-charge ratio, eff. 1/88.
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MICHIGAN continued

Benefits Eligibility Reimbursement Administration & Management

Mental Health/DD - Establishes a

new inpatient hospital

reimbursement category for

separate units providing care to

persons under age 21 who are

dually diagnosed as both

developmentally disabled and

emotionally impaired; payments will

be on a per diem basis calculated

in the same manner as the distinct-

part psychiatric unit per diems

(rather than through DRG
methods); establishes
requirements for units to qualify. All

admissions to the specified units

require prior authorization from the

Department of Mental Health, eff.

8/87.

Malpractice Costs - Breaks out

hospital malpractice costs into the

administrative and general costs

(8.5%) and the risk factor (91 .5%).

In a manner that differs from

Medicare, apportions the risk factor

based on the rate of Medicaid

charges to total hospital charges.

Physician Payments - Increases

reimbursement to physicians for

OB deliveries by 30% and prenatal

care by 20%, eff. 11/87.

Nursinq Homes - Reduces the

volume incentive allowance for long

term care providers by 50%, eff.

4/88. Reduces per diem rates for

providers by 1.68% for dates of

service 6/1/88 through 9/30/88.

Also sets a 5% cap on the rate of

return (tenure factor) for current

asset value and places a

legislatively established inflation

factor (0.25%) on variable cost

reimbursement for FY 88-89,

effective for rate periods beginning

10/1/88.

Other Medicaid^elated Strategies

Children's Mental Health - Reauires the Department to exDlore the feasibility of coverina osvcholoqical services for acutely and chronically ill.

abused, neglected and delinquent children and their families. Authorizes the Department to expand Medicaid coverage to these groups on or after

4/89, based on the evaluation, provided additional state revenues will not be required and appropriate utilization review controls are in place. (HB

5448, PA 322, 1988 Laws)
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MICHIGAN continued

SSI - Prohibits adult foster care facilities providing domiciliary care or personal care to residents receiving SSI (or homes for the aged serving

residents receiving SSI) from requiring those residents to pay the home or facility for care at rates in excess of those that are legislatively

authorized. (HB 5448, PA 322, 1988 Laws)

AIDS Patients' Health Insurance - Requires the Department to develop a proposal to identify potential Medicaid recipients who are HIV positive

and pay their insurance premiums so they can maintain their health insurance policies. The proposal is to be approved by the House and Senate

appropriations committees prior to implementation. (HB 5448, PA 322, 1988 Laws)

Indigent Care & Uninsured Programs

Managed Care for GA Recipients - As an alternative to a state general assistance-medical program for ambulatory service, and a county Resident

County Hospitalization (RCH) program for inpatient hospital services, this new legislation permits counties to establish "patient care management

systems" (PCMS). Under a PCMS, a county is authorized to contract with hospitals and other health care providers for medical care of persons

determined to be eligible by the county as eligible for General Assistance. Counties are required to develop guidelines for referring to substance

abuse prevention, treatment, and rehabilitation services for persons whose need for medical care in whole or in part, is caused by substance

abuse. The legislation provides a formula for funding that combines the dollars appropriated for medical care of general assistance recipients with

the state contribution to the RCH program and appropriates this amount to counties that operate a patient care management system. Counties

intending to establish a PCMS after January 1, 1989 must apply for certification based on standards to be developed by the state department

of social services. Wayne County (the largest in the state) implemented the program (called CountyCare), effective 10/1/88. (HB 4452, Public Act

266, 1987 Laws)

Managed Care for Uninsured Demonstration Projects - Implements the Health Care Access Project (HCAP), a two-year demonstration project

in Genesee and Marquette Counties, targeted toward individuals on General Assistance who are ineligible for Medicaid, low wage earners formerly

eligible for public assistance and their low-income coworkers, and low income uninsured individuals who are ineligible for Medicaid. The program

is being jointly funded with the Robert Wood Johnson Foundation. General Assistance recipients are required to enroll in a managed care plan

starting 7/88, with exemptions allowed only for chronic care GA-Medical recipients under the care of a specialist who is not participating in the

program.

NHI Resolution - Memorializes Congress to enact a national health insurance program for senior citizens. (HR 519, Adopted 1988)

MINNESOTA Note: All entries below are drawn from HB 2126, Budget Act, Ch. 689, 1988 Laws, unless otherwise noted.

Benefits Eligibility Reimbursement Administration & Management

Nurse Anesthetist -Adds coverage

of nurse anesthetist services, eff.

7/1/88.

Mental Health Day Treatment -

Adds coverage of day treatment

services for mentally ill persons

provided under contract with the

county board, eff. 7/1/88.

PNAs - Increases PNA by $5 to

$45 per month and authorizes

subsequent raises in line with

Social Security or SSI benefit

increases, eff. 7/1/88.

Private Duty Nursing/Personal Care

-Permits ventilator-dependent

individualswho had been receiving

private duty nursing or personal

care services in the home to have

the services of the assistant (for up

Pregnant Women and Children -

Extends coverage to pregnant

women and infants under age 1 in

families with incomes at or below

185% of the federal poverty level,

without regard to assets, eff. 7/1/88

Disabled Children - Adds to the

state code a new category of

eligibility for disabled children

under age 19 maintained in the

community who would have

qualified before only if they were

institutionalized, as long as the

cost of home care services is no

morethan theinstitutional payment

rate. (State Plan amendment

submitted 9/88)

Spousal Impoverishment -

Removestherequirementthat non-

institutionalized spouses contribute

Outpatient Services - Removes a

5% rate reduction on ambulatory

care services that had been in

effect since 7/87; the base rate for

obstetrical care is increased by

10% over that in effect in June,

1987, eff. 10/88.

Physician and Dental Services -

Requires physician and dentist

rates (in both Medicaid and GA-

Medical) for services rendered after

7/89, to be calculated at the lower

of 1) submitted charges or 2) the

50th percentile of prevailing

charges in 1 982. This removes the

previous rule that payments could

not exceed a provider's individual

usual and customary charges as

of 1982.

Small Hospitals - Authorizes

Expedited Eligibility - Requires an

expedited review of eligibility

determinations for a pregnant

woman; she must receive an

appointment no later than 5

working days from the date of her

request and the local agency must

expedite processing and make a

determination no later than 5

working days after the

appointment. Applications must be

placed in eligible provider offices,

community offices and WIC

program sites, eff. 7/88.

Managed Care - Changes AFDC
prepaid health plan program by

exempting from participation

recipients who are in foster care.

Also reduces length of exemption

for refugees from 31 to 24 months.

Amends enrollment requirements
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MINNESOTA
Benefits

to 120 hours) during their ad-

mission to a hospital for purposes

of communication and training of

hospital staff, eff. 7/1/88.

Eligibility

resources in excess of $10,000

towards the cost of their spouses'

care in an institution. Also

increases the allowable asset

transfer from a spouse entering a

nursing home to a non-

institutionalized spouse if the latter

has less than $10,000 in liquid

assets or has less than 50% of the

total value of non-exempt assets

owned by both parties; effective

date contingent on approval by

HCFA.

Transfer of Assets - Codifies into

law that countable assets include

those that were sold at less than

fair market value or given away,

within 24 months prior to

application for SSI; calculates the

period of ineligibility by dividing the

value of the uncompensated

transfer by the average SNF

payment. This provision also

extends this Medicaid policyto the

state supplement program.

Medically Needy - Persons eligible

for Medicaid on a spenddown

basis can elect to deduct medical

expenses from excess income on

a monthly basis or at the beginning

of the six-month budget period, eff.

7/1/88. Also, for medically needy

families and children, eligibility is

calculated using the Medicaid

program standard for exclusion of

an automobile rather than the

AFDC standard, eff. 7/1/88.

Reimbursement

increased Medicaid rates for FY 89

only, for small hospitals, with fewer

than 100 beds and under 250

annualized Medicaid admissions

per year; also requires a review of

reimbursement for catastrophic

cases in light of changes in case

mix from the base year, eff. 7/1/88.

Swing Beds - Limits Medicaid

reimbursement for nursing care

provided to patients in "swing

beds" to certain facilities that meet

specific criteria; payment is based

on the statewide average Medicaid

skilled nursing care per diem, eff.

7/1/88.

Nursing Homes - Makes a number

of changes in rules governing

nursing home payment; most

significant changes include

increases in care-related operating

cost limits from 1 1 5 to 1 25% of the

median and indexing of the limits

and increases in other-operating

cost limits from 1 05 to 1 1 0% of the

median and indexing of the rates.

Also important are increases in

payments to nursing homes in the

form of a facility-specific wage

adjustment factor of 3.5% (over and

abovetheinflation factor) designed

to help homes improve nurse aide

wages (although the department

was not given enforcement

authority to insure the increases

arepassedthroughtoworkers). All

rate increases eff 7/1/88.

Administration & Management

so that if an HMO enrollment lock-

in waiver is not obtained the

program could still be implemented.

Also amends Medicaid Prepaid

Demonstration Project to exempt

from participation recipients who

are eligible for Medicaid based on

blindness or disability, and

recipients who are in foster care or

who are receiving an adoption

subsidy, eff. 7/1/88.

Claims Processing - Requires the

correction of problems associated

with claims processing under

Medicaid, GA-Medical and the

children's health plan programs by

designating a full-time position to

serve as liaison between the

department and providers, eff.

7/1/88.

Nurse Aide Registry - Authorizes

the establishment of a registry for

nurse aides in long-term care

facilities, training and competency

evaluation programs, andadoption

of rules in order to implement

OBRA-87requirementsconcerning

nursing home reforms.

Nursing Home Staffing - Raises

minimum staffing standards for

nursing personnel in nursing

homes to two hours per resident

per 24 hours or .95 hours per stan-

dardized resident day.

ICFs-MR - Makes a number of

changes in rules governing

payments to ICFs-MR; most

significant is a mandate to develop

a case-mix payment system for

these facilities to be in place by

10/90. To prepare for this, the

department will begin patient

assessments in 1/89 to determine

service characteristics of the

residents. In the interim, ICF-MR

operating cost rates for years

beginning 10/88 and 10/89 will base

increases on the composite

forecasted index, taking into

account inflation. The budget act
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Benefits Eligibility Reimbursement Administration & Management

also authorized a pilot project to

extend the case-mix payment

system to day habilitation centers.

Other Medicaid Reiated Strategies

Mental Health - Provides for case management services to chronically mentally ill persons who are eligible for GA-Medical for the six-month period

beginning 1/89, through a transfer of funds from Medicaid.

LTC Bed Limits - Establishes a limit of 150 newly constructed ICF-MR beds between 7/88 and 6/89, nearly half the beds must be state-operated

community-based ICF beds. Also permits the certification and licensing of 1) nursing home beds in boarding care facilities under certain conditions

and 2) a new unit to serve persons with Alzheimer's disease and related disorders in one specific facility.

Nursing Home Studies - Requires the Interagency Board for Quality Assurance in its report on nursing home bed distribution required by a 1987

law, to study and make recommendations concerning the impact of the federal law requiring the elimination of the ICF certification level in 1990;

and to recommend whether Medicaid payments for swing bed care should continue beyond 6/90; report due to legislature by 12/88.

HCBS Pilot Programs - Requires establishment of pilot programs in 4 counties to determine the feasibility and cost-effectiveness of providing

community-based long-term care services to all eligible individuals in an apartment building or another congregate residential setting. Funds will

come from existing county allocations from the state-funded alternative care grants. Eligible persons must be Medicaid eligible or would be within

180 days of nursing home admission and are at risk of nursing home placement; evaluation of the pilot projects is due to the legislature by 1/31/91.

Studies - Requires studies on: 1) the feasibility of providing Medicaid reimbursement to work activity programs for training and habilitative services;

report due by 12/88, 2) status of rulemaking on new reimbursement system for ICFs/MR, 3) the applicability and usefulness of focused utilization

review, case management services and other managed care approaches to the Medicaid and GA-Medical populations; report due to legislature

by 9/88.

LTC Insurance - Insurance companies or agents marketing and selling long-term care insurance policies determined to be making misstatements

about eligibility or coverage under Medicaid can be found guilty of misconduct. Agents providing information about Medicaid coverage of long-

term care must let individuals know how to contact the county or state human services departments. (HB 2126, Ch. 689, Sec. 10, 1988 Laws)

Indigent Care & Uninsured Programs

Regional Demonstration Programs for the Uninsured - Allocates $200,000 to a regional demonstration project to provide health coverage to low-

income uninsured persons, available when planning is complete, money from non-state sources is secured, and the project is ready to accept

applications from uninsured individuals. The project will take place in a 9-county region. Also provides $40,000 for a multi-county area in southwest

central Minnesota to plan, organize and design a health insurance program demonstration for uninsured, low-income adults and their depen-

dents.

Statewide Program Development for the Uninsured - Allocates funds to develop an implementation plan for the Healthspan Program to provide

health coverage to uninsured individuals throughout the state; the plan must include estimated number of eligible enrollees, methods to deter-

mine eligibility and collect premiums, benefit package, contracting and marketing strategies, tactics for preserving and enhancing employer provision

of health insurance, coordination with other state health programs, timelines for implementation, financing mechanisms (at this point primarily state

tax dollars) and projected costs; the plan would be structured around a set of contracts with insurance carriers (including HMOs and other prepaid

health plans) using negotiated premium rates and coverage provisions. All uninsured individuals would be eligible, but premiums would vary

according to ability to pay; report due to legislature by 1/89.

Children's Insurance Plan for Primary Care - Amends various provisions of the Children's Health Plan to conform with expanded Medicaid coverage

of pregnant women and infants. Those eligible for the plan include children who are at least one year old, but less than 9 years of age, who have

gross family incomes no more than 185% of the federal poverty level; excludes pregnant women from the plan and all prenatal services (as these

are now covered under Medicaid); clarifies non-covered benefits; expands application locations to schools in which 25% or more of the students

receive free or reduced price lunches; caps total family enrollment fees at $150 for all eligible children.

GA-Medical - Permits GA-Medical recipients to continue their eligibility should they enter a county correctional facility as long as they continue

to meet other eligibility requirements and requires all GA-Medical recipients to cooperate with their local agencies in obtaining Medicaid. Another

law authorizes assignment of a representative payee for GA-medical recipients who are determined by the department to be drug dependent, eff.

8/88. (HB 2132, Ch. 506, 1988 Laws)

60



MINNESOTA continued

ERISA Resolution - Urges Congress to amend the Employee Retirement Income Security Act (ERISA) to establish standards or procedures

whereby a state can obtain a limited exemption from ERISA provisions that prohibit states from regulating employment-based health benefits, so

that states could establish requirements or tax incentives directly affecting employers and employment-based health benefits that are intended

to protect consumers, ensure adequate coverage, promote access to coverage, or promote competition. (HB 1189, Adopted 1988)

National Health Insurance Resolution - Citing the unaffordability of health care and health insurance, the resolution urges Congress to enact, and

the President to approve, legislation providing for national health insurance. (SB 2525, Resolution 15, Adopted 1988)

MISSISSIPPI

Benefits Eligibility Reimbursement Administration & Management

Prenatal Care - Provides for the

establishment of a comprehensive

perinatal system for risk assess-

ment of all pregnant and infant

Medicaid recipients and for

management, education and follow-

up for those who are determined

to be at risk. Services to be

performed include case

management, nutrition as-

sessment/counseling, psychosocial

assessment/counselingandhealth

education. The division will set

reimbursement rates for providers

in conjunction with the Department

of Health. State matching funds for

these services will be provided

from the appropriation to the

department, eff. 10/88.

DME - Extends the repealer that

allows the Medicaid agency to

waivetherequirementthat patients

must be receiving home health

services to be eligible to obtain

durable medical equipment -

stands repealed on 7/91 . (HB 922,

Ch. 513, 1988 Laws)

Elderly and Disabled - Extends

coverage to persons 65 years of

age or older with incomes up to

100% of the federal poverty level

(raised from the current 77% level)

;

individuals will be phased in eff.

7/89 in advance of the scheduled

coverage for this group mandated

by federal law. (HB 266, Ch. 582,

1988 Laws)

Preqnant Women and Children -

Extends coverage to pregnant

women, infants and children up to

the age of 5, in families with

incomes that do not exceed 185%

of the federal poverty level;

coverage will be phased in eff.

10/88. (HB 266, Ch. 582, 1988

Laws)

Other Medicaid-Related Strategies

Study on Rural Health Care - Establishes a special Senate interim committee to study the delivery of acute health care in rural Mississippi, with

particular emphasis on the utilization of county hospitals, community hospitals and state [charity] institutions and the impact of those institutions

upon the Medicaid program; an initial report is due by the first day of the 1989 legislative session. (SR 29, adopted 1988)

CON - Provides that the total number of CONs that may be issued between 7/88 and 7/89 for SNF/ICF beds may not exceed 180. (SB 2303, Ch.

421, 1988 Laws)
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MISSOURI
Benefits Eligibility Reimbursement Administration & Management

Prenatal Care CaseManaqement- Spousal Impoverishment- Creates Disproportionate Share - Allows Access to Nursing. Homes -

Establishes regulations for case

management services, authorized

by 1987 law, for pregnant women

and children determined to be at

risk. Eligibility requirements for

pregnant women include meeting

one of 13 risk factors such as

mother's age less than 15 or over

40, mother's education less than

8 years, previous fetal or infant

death and history of cervical

complications. Case management

services will be limited initially to

very low birth weight children (less

than 3 lbs. 5 ozs.) born 1/88 or

later but may be expanded to other

at risk children up to 3 years of

age, eff. 1/88.

Mental Health - Authorizes

expanded coverage for services to

the mentally ill, as recommended

by a physician, when rendered by

a community mental health center

or alcohol and drug abuse facility

certified by the Department of

Mental Health; the DMH and

Department of Social Services will

jointly implement the provisions of

this act and develop provider

reimbursement rates, eff. 1/89). (HB

1139, 1988 Laws)

Dav Rehabilitation - Adds coveraae

for comprehensive day
rehabilitation services to persons

with disabling impairments, in order

to restore optimal levels of

physical, cognitive and behavioral

function, based on individual

treatment plans; Medicaid will

establish facility designation

criteria, benefit limits and payment

mechanisms, eff. 1/89. (HB 1139,

1988 Laws)

Transportation - Permits coveraae

of medically-necessary
transportation to scheduled,

physician-prescribed, non-selected

treatments; (currently only

emergency transportation is

covered;authorizesdemonstration

projects be conducted on

medically necessary transportation,

eff. 1/90. (HB 1139, 1988 Laws)

new standards for establishing

eligibility: eff. 7/89, assigns 10% of

the value of the property to the

spouse and/or dependent children

living in the home; eff. 7/90,

increases to 15% and eff. 7/91,

increases to 20%. Provides that

only the claimant's share of

property value may be used in

determining eligibility. (SB 494 &

556, 1988 Laws)

Disabled Children - Provides

disproportionate share hospitals to

choose reimbursement through

either a state-funded subsidy

administered by the Department of

Health for a qualifying public

hospital or state-federal payments

administered by the Department of

Social Services to

"disproportionateshare" hospitals

participating in the Medicaid

program; the legislation calls for

additional funding whichallows the

state to pay 25 hospitals higher

rates for Medicaid services, up

from 6 hospitals which qualified

previously. (HB 1134, 1988 Laws)

Crossover Claims - Codifies

current policy of paying for

deductible and coinsurance

amounts in full (not limited to the

Medicaid rate) for services

provided to dually-enrolled

Medicaid/Medicare recipients, eff.

7/89. (SB 494 & 556, 1988 Laws).

Personal Care - Increases

reimbursement from $6.90 to $7.1

per hour for aide service in the

Medicaid Personal Care and

Homemaker/Chore Programs,

retroactive to service dates 7/87

and after.

Hospitals - Limits the time period

for accepting requests by hospitals

for additional payment of unusually

long inpatient hospital stays to no

later than one year from the date

of discharge. The hospital

exception review process will end

July 1, 1988 and requests for

payment of additional days will not

be accepted if the date of

admission is July 1, 1988 or later,

eff. 7/88. (Proposed rule)

Patholoqv and Lab Fees -

Establishes a penalty fee of $100

for each day a facility that has a

CON issued after 8/88 that was

based on the need for additional

Medicaid beds, if it places a non-

Medicaid patient in a Medicaid

bed; each non-Medicaid patient

placed in a Medicaid bed

constitutes a separate violation.

(HB 1368, 1988 Laws)

coverage of severely disabled

children under age 18 and sets

rules which will disregard parental

income and resources in deter-

mining eligibility when the child is

institutionalized, eff. 8/13/88, (HB

1139, 1988 Laws)

Children - Increases the eliaibilitv

age limitfor children in families with

incomes under the poverty level

from under age 2 to under age 3,

eff. 10/1/88.

SSPs - Prohibits reductions in the

amount of the state supplemental

payment for SSI recipients. (HB

960, 1988 Laws)

Increases fees for certain surgical

pathology procedures and reduces

fees for some clinical diagnostic

laboratory procedures, eff. 6/88.
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Hospice Care - Adds coverage for

hospice care, tentatively effective

2/89. (HB 1139, 1988 Laws)

Nurse Midwives - Officially adds

coverage for nurse midwife

services (a mandated benefit) by

allowing for processing and

payment of nurse midwife claims,

eff. 12/1/87.

Nursing Home Bed Reserve Days -

Adds coverage for additional days

of temporary leave for residents in

nursing homes; the number of

days is increased from four days

to twelve days perany period of six

consecutive months. (HB 1139,

1988 Laws)

Consultations - Adds coverage of

follow-up consultations; the

consultation must be requested by

the patient's attending physician,

eff. 11/87.

IP Hospital Procedures - Clarifies

additional procedures that must be

performed on an inpatient hospital

basis, eff. 8/87.

Rhoqams - Adds coverage for

Rhogam (Rho D) for certain

conditions, eff. 8/87.

Dialysis - Adds coverage for

"supervision of chronicambulatory

peritoneal dialysis (CAPD), home

or outpatient (monthly)" with a limit

of one procedure per month with

a maximum billing amount of

$60.00, effective for service dates

8/87 and after. Also adds coverage

for continuous ambulatory

peritoneal dialysis in the home, eff.

7/88.

Ventilators - Adds coverage for a

second ventilator (back-up)

through the DME program only if

prescribed by the recipient's

attending physician, prior

authorized and the recipient

requires ventilation 24 hours per

day and/or the recipient resides

more than two hours away from

the provider and/or nearest
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hospital or ambulance service.

Medicaid reimbursement for the

back-up ventilator will be $375.00,

eff. 5/31/88.

Infant Home Health Services -

Exempts certain children from the

homebound criteria in order to

provide a specific home health

benefit; this exemption will apply to

low birthweight infants and

nutritionally deficient failure-to-thrive

children up to 24 months of age

whose conditions require short-

term skilled nursing services in the

home, eff. 11/87.

Other Medicaid Related Strategies

MR/DD Waiver - Provides extensive community based care to mentallv retarded/develoomentallv disabled individuals who would otherwise require

ICF-MR institutionalization, provided under a 1915(c) or 2176 waiver, eff. 7/88.

Indigent Care & Uninsured Programs

Disproportionate Share - See entry under Reimbursement.

MONTANA
Benefits Eligibility Reimbursement Administration & Management

PNAs - Increases personal needs

allowance for persons in nursing

homes to $30/month, eff. 7/1/88.

Physician Extenders - Pursuant to

1987authorizinglegislation, covers

primary health care services

provided by a nurse specialist, eff.

10/1/87 or physicians assistants,

eff. 7/1/88 and reimburses forthem

directly at 80% of the physician fee

schedule.

Eves, Ears & Teeth - Restores

Medically Needy - Chanaes the

medically needy income level for

one person to reflect increases in

the SSI payment level, eff. 1/88.

Transfer of Assets - Removes

Druqs - Sets the estimated

acquisition cost for drugs at 90%

of the average wholesale price;

caps generic drugs at 1 50% of the

lowest cost brand.

Eves, Ears and Teeth - Reduces

fees for simple teeth extractions,

reduces dispensing fee for hearing

aids by one half, and standardizes

method of paying for eyeglasses

through volume purchasing with

other changes in optometrist

reimbursement.

Nursinq Homes - Increases rates

by $1.23 for each provider, eff.

7/1/88 and establishes new base

cost periods for ICFs-MR, eff.

7/1/88.

Personal Care - Increases rates per

hour for attendant and nurse

prohibition on transfer of property

for all Medicaid applicants except

those applying for institutionalized

care. For persons applying for

institutional care on or after 7/1/88,

property transfers are evaluated to

determine if adequate
compensation was received, eff.

7/88.

Retroactive Coveraae - Chanaes

retroactive eligibility to allow one,

two or three months of retroactive

coverage, beginning with the

month Medicaid services were

needed and extending to the

month of application, eff. 9/87.

eyeglasses, hearing aids and

dentures for adults (eliminated

7/87) as a result of a court

decision, eff. 2/88. However, drops

selected services in dental benefits

(e.g. orthodontia, general

anesthesia in dentist's offices, and

certain dental crowns) or reduces

(e.g. fewer exams and x-rays) and
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tightens certain criteria for

dentures. Also requires prior

authorization for hearing aids,

eyeglasses, and dentures.

MedicalTherapies -Reduces basic

package of physical therapy,

occupational therapy and speech

therapy to 70 visits (PT and OT) or

hours (speech) with 30 additional

visits or hours available with prior

authorization.

Personal Care - Reduces per

recipient service limit to 40 hours

per week without prior approval

and makes other changes in

service criteria.

MRI - Covers magnetic resonance

imaging services, eff. 10/1/87.

supervision to $7.45 from $5.25;

rates for social and medical

transportation increased to

.22/mile, eff. 4/1/88.

HCBS Waiver-Eliminates incentive

payments to case management

teams and increases case

management per diem rates from

$4.52 to $7.57, eff. 7/1/88.

Other Medicaid-Related Strategies

HCBS Waiver - Raises individual clan of care cost limit to 100% of the statewide averaae SNF/ICF rate: revises plan of care cost limit for heaw
care to 100% of Medicaid payments for hospital or rehabilitation care and redefines or clarifies criteria for various HCBS services, eff. 7/1/88.

Budqet Priorities - Established "Priorities for People" a provider, recipient, and advocate qroup, to review and set priorities for the human services

portion of the budgets of five state departments; final report due 9/30/88.

NEBRASKA
Benefits Eligibility Reimbursement Administration & Management

HCBSWaiver-lmolementsahome Preqnant Women & Children - Fee Schedules - Proposes to Hospital Preadmission Screeninq -

and community-based services

program on a statewide basis,

under an approved waiver, serving

aged and disabled individuals of all

ages, eff. 8/1/88. Eligible persons

must require at least ICF level of

care. Services available under the

waiver include chore services, adult

day health care, day care for

disabled children to allow the

caregiver to be employed,

independent skills training for

disabled persons or their

caregivers or both, respite care,

and non-medical transportation.

Case management services will be

performed by Department staff.

Total service package, including

Requires the adoption of

regulations to qualify for Medicaid

individuals who have incomes at or

below 100% of the federal poverty

level, without regard to resources,

including children up to the age

allowed in OBRA-86. Also requires

presumptive eligibility for pregnant

women. Expanded eligibility eff.

7/1/88. (LB 229, 1988 Laws)

Spousal Impoverishment - Provides

income and assets protection for

spouses of people in nursing

homes or receiving home or

community-based services under

the waiver program, when the

institutionalized spouse applies for

change current practice of paying

practitioners at the usual and

customary charges at prevailing

rates by developing fee schedules

for physicians, dentists,

chiropractors, and other

ambulatory care providers;

tentatively proposed for 1/89.

Establishes preadmission review,

under contract with a peer review

organization (PRO), for most

hospital admissions with

exceptions for emergencies,

inpatient OB and rehabilitation, IP

psychiatric or substance abuse

treatment, swing beds, Public

Health Service hospitals and

ventilator-dependent or other

special needs clients. Physicians

must contract the PRO prior to

admission; PRO will also conduct

concurrent and continued stay

reviews every 3 days. Decisions of

the PRO may be appealed, eff.

1/88.
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waivered services and other home

or community-based services

cannot exceed a monthly average

of $780 foraged persons and $944

for disabled persons. Slots are

available for up to 600 aged and

150 disabled.

Medicaid. Spouses are entitled to

half of the aggregate assets of a

couple, up to a maximum of

$25,000, and up to $475/month for

the spouse and for each depen-

dent (amounts will change to

conform with new federal

requirements), regardless of

whether the income is owned

jointly or singly. Requires proof of

assignment or transfer of assets to

establish such rights and prohibits

recovery of the protected assets

from future Medicaid claims of the

applicant/ recipient. Requires the

Department to provide each

qualified applicant and recipient

with a clear statement of spouse's

rights to income and assets

protection. Permits claims to be

filed against the estate of recipients

ortheirspousesupontheirdeaths.

(LB 419, 1988 Laws)

Work Transition - Provides

extended eligibility for up to 12

months after losing eligibility for

AFDC, when former recipients

become employed after

participating in work incentive, work

experience, job training or

education programs of the state.

Provides full benefits for the first 4

months but limits benefits for the

remaining 8 months to those

whose income is less than 150%

of the federal poverty level after

disregards. Medicaid benefits can

be made available to those with

incomes between 150% and 185%

of poverty as long as the recipient

pays 10% of their gross income in

excess of 150% of poverty.

Requires a waiver from federal

regulations to providefor extended

Medicaid beyond that allowed in

federal law. An annual report on

the effectiveness ofwork transition

benefits is required each February.

To be implemented 1/89. (LB 518,

1988 Laws)

Medical records - Grants access

to records to MR/DD and mentally

ill inpatients by designated

advocacy and protection entities

and specifies procedures for

responding to quality of care

complaints. (LB 697, 1988 Laws)
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Hospitals -Switches from a system

that set all-inclusive prospective

rates for the first 15 days of a

medical-surgical stay to one that

sets prospective all-inclusive flat

rates for each of 5 tiers (1-5 days,

6-1 days, 11-15 days, 1 6-20 stays

and 20-25 days); after 26 days,

rates are paid on a per diem basis.

For OB and newborn care, two

tiers are used (for stays of 1-3 days

and 4 or more days); for neonatal

care admissions, switches to a flat

per diem rate starting on the first

day of care. Retains urban/rural

distinctions used in rate

calculations and includes new

disproportionate share
qualifications and adjustments.

Effective 7/1/88.

Hospital Crossover Claims - Pays

the lower of the Medicare

deductible amount or the difference

between the Medicare payment

and the Medicaid prospective

payment. Disallows extra Medicaid

payments when Medicare payment

exceeds the Medicaid rate, eff.

7/1/88.

Nursina Home Operating Costs -

As of 1/88, converts LTC

reimbursement to a completely

prospective system by switching

nursing home operating costs to

prospective rates; sets rates

according to 6 levels of care (3 ICF

levels and 3 SNF levels, one of

which is "dependent on life

support"). Rates apply to all

facilities. Incorporates added

financial penalties (via rate

adjustments) if facilities do not

provide the minimum required

number of nursing hours. Also

implements a quality incentive

program modeled after Illinois'

QUIP; "stars" will be useful in

marketing, but not in rate

increases.

Nursinq Home Property Costs - For

property-related costs, switches

from a predominantly cost

reimbursement system to one that

is totally prospective on a facility-
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specific basis, eff. 7/88. Minimum

occupancy requirement remains at

92%.

NEWHAMPSHIRE
Benefits Eligibility Reimbursement Administration & Management

Case Manaqement - Adds case

management services for

chronically mentally ill persons, eff.

10/87.

WorkTransition - Extends eliqibilitv

for Medicaid if AFDC eligibility is

terminated due to new or increased

earnings; Supplemental Medical

Assistance (SMA) provides for up

to 12 months of medical coverage

for these families (which formerly

had up to 4 months of coverage),

eff. 11/87.

Maintenance Levels - Increases

AFDC payment levels by 2% (in the

basic maintenance and shelter

allowance) and increases

standards of need for shared or

group homes and increases

protected income levels for these

individuals to $40/month, eff. 7/88.

Hospitals - Changes IP hospital

reimbursement methodology to a

prospective pricing system based

on DRGs; DRG relative weights will

be based on Medicare weights

and/or state specific relative

weights with prices per DRG
relative weights based on rates

established by the Medicaid

agency. Capital costs, medical

education costs, and non-

physician anesthetists are allowed

as pass-through payments; day

outliers reimbursed on a per diem

DRG payment and cost outliers are

not recognized or reimbursed. To

be implemented 1/89.

Other Medicaid-Related Strategies

AIDS Waiver - Medicaid aaencv is in the process of developinq an AIDS home and community-based waiver application.

CON - Exempts outpatient facilities and services with construction costs under $1 million and new equipment acquisitions under $400,000. (SB

342, Ch. 275, 1988 Laws)

Disabled Children Model Proiect - Establishes 2 model family support projects to support a family's ability to care for a severely disabled child

or young adult, 30 years of age or younger, in the home environment; area agencies will manage services and benefits provided to these families.

The Division of Human Services and Mental Health will combine efforts and utilize all existing services and insure prompt and responsive

assistance, including information on the availability of Medicaid benefits and services, eff. 6/88. (SB 325, Ch. 59, 1988 Laws)

NEWJERSEY
Benefits Eligibility Reimbursement Administration & Management

Transportation - Adds coveraae of Eiderlv & Disabled - Expands Administrative Davs - Updates Nursinq Home Preadmission

non-emergency curb-to-curb

transportation (livery service) for

ambulatory Medicaid recipients

who require a ride in order to

obtain Medicaid services, eff.

7/1/88 on a statewide basis.

coverage to aged, blind and

disabled individuals with incomes

up to 100% of the federal poverty

and resources up to 200% of SSI,

eff. 2/88. (Pursuant to SB 2972, Ch.

349, 1987 Law). Note: These

individuals, along with pregnant

women and children in families with

incomes up to the poverty level,

are served under

reimbursement rates for

hospitalized patients awaiting

placement in a SNF or ICF

(administrative patient days), based

on a weighted average per diem

rate for SNF ($69.81) and ICF

($63.47) levels of care, eff. 1/88.

Orqan Transplants - Pursuant to

federal requirements, provides

Screeninq - Provides for the

establishment of a statewide

Nursing Home Preadmission

Screening Program. SNFs and ICFs

will be responsible for ensuring that

all applicants for admission who

are Medicaid eligible and those

who would be eligible within six

months following admission are

screened as a condition of
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Benefits

Other Medicaid-Related Strategies

Eligibility

the new program name "New

Jersey Care.. .Special Medicaid

Program".

Work Transition - Provides for

continuation of eligibility for

Medicaid benefits for a period of

up to 12 months for AFDC
recipients who lose eligibility as a

result of employment. (AB 4182,

Ch. 283, 1987 Laws)

Presumptive Eligibility - Adopts the

option under OBRA-86 to permit

providers to qualify pregnant

women on a temporary basis until

their full application can be

processed, eff. 8/1/88.

Reimbursement

reimbursement to hospitals for

covered organ procurement ser-

vices that are provided by: 1) an

organization designated by DHHS
as the OPO for the service area, or

2) a hospital-based organ procure-

ment agency providing services for

in-house transplants, eff. 4/88.

Provider Fee Increases - Begins

raising fees for ambulatory care

providers (physicians, clinics, etc.)

as part of a plan to increase

reimbursement gradually over the

next five years, eff. 8/88.

Hospital Outpatient Services - Due

to loss of a Medicare waiver

covering the state's previous

payment method for hospital OP
services, revises the reimbursement

methodology to be consistent with

Medicare principles of

reimbursement - applying a cost

to charge ratio to total charges

submitted, eff. 1/1/88. Also carves

out selected services from this

method, such as outpatient lab and

ESRD services, eff. 8/1/88.

Administration & Management

receivingMedicaidreimbursement.

Preadmission screening will also be

made available to private pay

patients fora fee. Program services

are to include: 1) initial evaluation

to determine eligibility for the

preadmission screening program;

2) assessment of an individual's

need for care in a SNF or ICF and

formal and informal support

systems; and 3) preparation of

initial plan of care and arrangement

for needed services. (AB 261 , Ch.

97, 1988 Laws)

Fiscal Intermediaries - Permits

dental and health service

corporations and any corporation

doing business in New Jersey to

act as fiscal intermediaries in the

Medicaid program. (SB 1 53, Ch. 6,

1988 Laws).

Maternal and Child Health COPs -

Specifies standards for

participation by providers in

HealthStart, the new
comprehensive maternity and

pediatric care program and

provides basis for reimbursement

for the enhanced services package,

eff. 2/88. (AB 2733, Ch. 115, 1987

Laws)

HCBS - Establishes the Home Care Expansion Program in the Department of Human Services, to complement the CCPED waiver program and

Medicaid by raising the eligibility resource limitation and the income eligibility level. Services provided include home health care, medical day care,

non-emergency medical transportation, case management, social adult day care, homemaker and respite services. Provides that the cost of care

is to be limited to an annual amount that is based on a percentage of the cost of nursing home care, not to exceed that cost. (SB 2009, Ch. 92,

1988 Laws)

Nursing Home Discrimination - Expands the definition of "Medicaid Occupancy Level" under a law prohibiting nursing homes from discriminating

against persons seeking admission on the basis of payment source; adds general assistance recipients (who are disabled but not receiving

Medicaid) seeking admission to a nursing home under its protections. (AB 3482, Ch. 367, 1987 Laws)

DRG Study - Requests the Commissioner of Health to study the feasibility of incorporating a severity of illness measurement in the state's DRG
system for reimbursing hospitals and report on findings and recommendations. (Senate Resolution 6, Adopted 1988)

Indigent Care & Uninsured Programs

Catastrophic Coverage - Establishes the Catastrophic Illness in Children Relief Fund. Individuals whose medical expenses, not covered by another

insurance policy or government program, exceed 30% of a family's income up to $100,000 (or more than 40% of family income greater than
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$100,000) are eligible for reimbursement from the fund. Only children 18 years or younger may qualify for financial assistance from the fund.

Revenues will be raised by levying a $1 .00 annual surcharge per employee for all employers subject to the state's Unemployment Compensation

law, anticipated to raise approximately $3.1 million in the first year of the program. A special Commission is authorized to administer the fund,

authorize reimbursements, determine eligibility and establish enrollment procedures. (SB 1550, Ch. 370, 1987 Laws)

Hospital Charity Care - Proposed regulations would require hospitals to post notices and provide individual written notices of the availability of

free care pursuant to the state's Uncompensated Care Trust Fund program. Persons with income below 1 50% of federal poverty guidelines could

receive free care; those with incomes between 1 50% and 250% of the poverty level would pay a portion of their bills based on a sliding fee scale.

Provides for eligibility determination procedures and other hospital duties. (NJAC 8:31B-4.37 - not yet finalized as of 10/88)

Hearing Aid Assistance - Provides a reimbursement of $100.00 to eligible residents who purchase a hearing aid, under a new Hearing Aid

Assistance program for the Aged and Disabled (HAAAD). To be eligible, residents must be at least 65 years old or receiving Social Security

disability benefits with annual gross income of not more than $13,650 if the individual is single or $16,750 if married.

Telephone Link-Up - Implements the Link-Up America program, eff. 1/1/88, providing for payment of 50% of the installation costs of a telephone

system for individuals who have been without telephone service.

NEWMEXICO
Benefits

MRI - Requires prior approval for

magnetic resonance imaging (MRI)

except following emergency

hospital admission of patients

already hospitalized for surgical or

medical reasons, eff. 4/88.

Surgical Procedures - Requires

prior approval for selected surgical

procedures, eff. 4/88.

Physical Medicine - Limits physical

medicine modalities and physical

medicine procedures to 3 per

month, eff. 4/88.

OP Hospital Services - Removes

prior approval requirements for

hospitalization for those services

that are routinely performed on an

outpatient basis; still requires the

provider to continue to justify

hospitalization on the claim form,

eff. 4/88.

OP Hospital Psychiatric Care - In

response to Medicare coverage of

outpatient hospital psychiatric

services, proposes the same

restrictions and limitations for

Medicaid eligible providers and

covered services, eff. 10/87.

DME & Supplies - Sets limits on

adult diapers, places a 12 month

cap on rental of oxygen

concentrators, removes prior

Eligibility

Spousal Impoverishment

Incorporates community property

principles into the resource

eligibility regulationsforinstitutional

care services. Married applicants

may attribute half of the total value

of all resources owned by both

spouses, excluding separate

property, to each spouse. Deletes

sections referring to regulations for

those living with an ineligible

spouse and for eligible couples

sharing a room/apartment in the

facility, eff. 6/88.

Children - Retracts the immediate

extension of Medicaid coverage to

children aged 3 and 4 under the

federal poverty income guidelines

and replaces the provision with a

gradual phase in of Medicaid

coverage of children less than age

3 by 1 0/88; age 4 by 1 0/89 and age

5 by 10/90.

Reimbursement

Hospitals - Makes some changes

and clarifications to the formulas

used to calculate per discharge

rates paid on a prospective basis

(in effect since 7/1/85). Changes

made in recognition that the first

rebasing would occur 7/1/88. Also

states intent to calculate New

Mexico-specificDRGweights used

to adjust operating costs per

discharge rate to account for year-

to-year case mix changes (not for

pricing purposes) as of 7/89. Also

incorporates criteria for deeming

hospitals eligible for a

disproportionateshareadjustment

(using the minimum federal

requirements) and specifies the

payment adjustment, eff. 7/1/88.

Physician Fees - As authorized by

1 987 law, discontinues

reimbursement based on usual and

customary charges. Instead,

implements a fee schedule for

physicians and other professional

practitioners eliminating differences

between general practitioners and

specialists, eff. 10/87. Also

increases reimbursement for

prenatal and obstetrical services,

targeted office-based services,

nursing home based services, and

anesthesiology procedures, eff.

10/87. Subsequent fee increases

made for emergency room and

consultation services, selected

Administration & Management

Hospital Retrospective Reviews -

Subjects to retrospective review,

re-admissions to a hospital and

transfer between hospitals (which

were reviewed priorto payment) as

well as discharges to specialty

hospitals or specialty units to

retrospective review, eff. 4/88.
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approval for the first 31 days for

oxygen administration equipment

rental, limits replacement of

wheelchairs to 5 years except for

those under age 18, eff. 6/1/88.

HCBS Waiver Extends the

Medicaid waiver program for

physically handicapped and elderly

individuals from 9/87 to 9/90, as

approved by HCFA; adds 10 new

counties and covers 2 additional

services: private duty nursing and

non-medical transportation.

surgical, radiological and

diagnostic procedures, prenatal

and OB procedures, hospital visits

and prolonged and critical care

procedures, eff. 7/88.

Nursing Homes - Inputs 90%

occupancy rate when calculating

allowable facility costs and pays

reserve bed days at 50% of the

provider's rate in the

reimbursement methodology for

skilled nursing and intermediate

care facility services, eff. 1/88.

DME and Supplies - Eliminates the

bidding system for purchase of

DME and medical supplies and

replaces it with payment limits at

the lesser of the provider's usual

and customary charges or the

Medicare prevailing charge, with

other provisions if a Medicare

prevailing charge does not exist,

eff. 6/88.

NEWYORK
Benefits Eligibility Reimbursement Administration & Management

PNAs - Increases personal needs

allowance for residents of LTC

facilities based on an automatic

increase for cost of living for SSI.

(SB 9260, Ch. 705, 1988 Laws)

Case Management - Provides

targeted case management

services to pregnant, parenting and

at-risk teenagers under the

Teenage Services Act program, eff.

4/88. (The agency is also

developing, but has not yet

implemented, case management for

MR/DD persons, mentally ill, aged

at risk of institutionalization,

homeless persons residing in

hotels, and families in which one

or more members test HIV

positive.)

Drug Limitations - Limits the

dispensing of prescription drugsto

a 30 days supply, or 100 tablets,

whichever is greater; excludes

long-term maintenance drugs. (SB

9286, Ch. 710, 1988 Laws)

Medically Needy Income Levels -

Increases MNILs to cover families

with dependent children and one

or two unemployed parents, whose

net income is close to but below

the federal poverty level (averaging

87-88% of federally designated

poverty guidelines for 1988) and

are ineligible for welfare; the

effective income level for the

household is the greater of the

AFDC standard of need or

medically needy level. The law

does not provide for automatic

adjustments ofthese levels to keep

pace with the change in poverty

level. (SB 9286, Ch. 710, 1988

Laws) Note: Pregnant women and

children in families with incomes up

to the new MNILs will now be

eligible, but the MNILs are the net

equivalent of poverty and thus will

not meet requirements under the

Medicare Catastrophic Coverage

Act.)

Hospitals - Implements a DRG
payment system for hospitals for

Medicaid and most other non-

Medicare payers. Payment rates for

individual hospitals are based on

DRG weights developed using non-

Medicare payer costs and

statistics. Specialty hospitals and

certain specialized services are

exempted from case payments.

Medicaid, Blue Cross and HMOs
will pay the same case payments

per DRG, adjusted for uncovered

services, calculated on the basis

of the hospital's total non-Medicare

costs and statistics and one set of

non-Medicare case weights.

[Continues hospital bad debt and

charity pool - see further details

under Indigent Care & Uninsured

Programs below.] Provides for a

study of hospital practices and

impact of DRGs on hospital

services. New payment system

became effective 1/1/88 and runs

through 1 2/31 /90. (AB 8653, Ch. 2,

1988 Laws)

Hospitals - Requires the

development and implementation

of payment procedures to allow

"timely payments" underthe newly

implemented Medicaid hospital

reimbursement system. (AB 8653,

Ch.2, 1988 Laws)

Utilization Review - Requires that

hospital services provided to

Medicaid patients be reviewed to

determine whether patients are

unnecessarily or inappropriately

admitted, discharged, transferred,

given the inappropriate DRG code,

or otherwise inappropriately

treated. Penalties for infractions

may include payment denials.

Providers are entitled to appeal any

adverse action or denial of

payments that result from alleged

violations. Also requires monitoring

of general hospitals' practices to

identify patterns of unnecessary or

inappropriate care and mandates

a study of the impact of the case

based payment system on hospital
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NEWYORK continued

Benefits Eligibility Reimbursement Administration & Management

Hospital Outpatient & ER Services -

Updates base years used to

determine payment levels for

hospital outpatient and emergency

services and for diagnostic and

treatment centers (primary care

clinics). (AB 10694, Ch. 45, 1988

Laws)

Nursing Homes - Recalibrates the

base rates used to establish

payment levels for the Resource

Utilization Groups (RUGs) under

the prospective case-mix

reimbursement system.

Personal Care/Home Care -Raises

wages and benefits for home

attendant workers pursuant to

negotiations in New York City

which increase average hourly

wage from $4.1 5 to $5.90 by 7/1/89

and enhance health insurance

benefits. Increases intended to

ease current problems in

recruitment of home care workers.

In related action, the state will

request competitive bids for the

provision of personal care services

for certain regions or counties.

Competitive Bidding - Prescription

Drugs and Eyeglasses - Plans to

issue RFP for bids from

manufacturers of multi-source

drugs and eyeglasses to become

the preferred provider for drugs

and eyeglasses. The accepted bid

prices will become the state

reimbursement rate. (Pending final

action)

Brand Name Drugs - Proposes to

allow physicians to override the

general rule that generic (multiple

source) drugs be prescribed, by

certifying that a brand name drug

is medically necessary; in such

cases pharmacists will be paid

above the maximum payment limit.

(Pending)

medical and clinical care. (AB 8653,

Ch. 2, 1988 Laws)

Patient Rights - Hospitals must

notify patients of their rights,

including a patient complaint and

quality of care review process and

the right to an appropriate

discharge plan. Gives patients right

to request review of proposed

discharge by various designated

agencies, depending on the

payment source. (AB 8653, Ch.2,

1988 Laws)

Anti-discrimination - NY Public

Health Council issues rules

requiring nursing homes that want

to build a new facility or change

owners to admit Medicaid patients

numbering 75% of the average

Medicaid admissions made to

facilities in the same region.

(Approved 9/23/88).

EMEVS - Enhances the Electronic

Medicaid Eligibility Verification

System (which gives providers

direct access to the Medicaid

eligibility data base for purposes of

obtaining eligibility verifications,

restrictions, Medicare and third

party coverage and other pertinent

data using a terminal or telephone)

by making it more difficult for

disqualified providers to access the

system and by prohibiting

disqualified providers from ordering

services such as prescription

drugs for Medicaid recipients.

Recipient Restriction Program -

Modifies this existing program,

which restricts recipients with high

utilization rates to one physician or

clinic and/or pharmacy, by

preventing people from avoiding

this through closing their case and

reapplying. Also permits the local

district to assign a restricted

recipient to a primary provider

(rather than allowing them to

choose one). Also adds utilization

of outpatient and emergency room

services to indicators screened for

high utilization.
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NEWYORK continued

Other Medicaid^elated Strategies

Managed Care Demonstration Programs - Authorizes demonstration managed care programs that would require certain Medicaid applicants and

recipients - AFDC and Home Relief recipients but not SSI recipients - to receive care from a managed care provider. There are no limits on the

number of Home Relief (general assistance clients) but participation limits are set for AFDC recipients. Managed care providers will arrange for

access to and enrollment of primary care physicians and clinics. Program participants will select a primary care physician from those designated

by the managed care provider. Innovative payment methods, such as managed care fees and capitation arrangements will be used to insure a

cost-effective program. Managed care providers must consider participants' existing relationships with medical care providers; thus, the program

will be coordinated with the Prenatal Care Assistance Program for pregnant women. Allocates development funds of $1 million, to be shared with

the Emergency Room Demonstration Projects (see below). The law also authorizes increases in payment rates to physicians who agree to

participate in the program. (SB 9286, Ch. 710, 1988 Laws) Note: In related actions, the Health Department is implementing the Prenatal Care

Assistance Program authorized in 1987 legislation; "innovative payment mechanisms" such as capitation reimbursement and an implicit managed

care system will be tested in three pilot programs in various locations.

Emergency Room Demonstration Programs - Authorizes up to 1 5 hospital ER demonstration programs designed to decrease utilization of ER care

by Medicaid patients for non-emergency care by encouraging access to primary care services through alternative reimbursement. Incentives might

include recipient copayments (except for pregnant women, children and seniors and in bona fide emergencies), increases in physician fees, and

differential prices for emergency and non-emergency care provided in ERs. Hospitals must be allowed to share in any savings that result from the

program. Any necessary federal waivers needed to implement the program must be sought. Only one demonstration can be set up in New York

City and that project cannot include copayments. (SB 9286, Ch. 710, 1988 Laws)

AIDS Cost of Care Research - Under a HCFA grant and in conjunction with a consulting firm (Systemetrics), the Department will examine the costs

and utilization of services of Medicaid recipients with AIDS in New York and California. The project will create a five-year longitudinal claims file

for Medicaid recipients with AIDS. The two states will develop similar identification algorithms and extract claims from annual files for federal FY

1982 through 1987. Summary recipient profiles will be created using the SURS Intermediary File reporting system. Information will be exchanged

with California to allow for research in four areas: epidemiology, eligibility, cost and utilization, and disease staging.

LTC Insurance - Proposes to allow people insured under private long-term care policies whose benefits have been exhausted (covering a minimum

of three years of coverage for long-term care services) to be eligible for the "universal long-term health care medical assistance program". Such

individuals would not be required to meet the resource and income eligibility standards usually required by Medicaid applicants (i.e. removes the

need to "spend-down" resources to qualify for Medicaid). Requires application for appropriate federal waivers to obtain federal financial

participation in such a program. (SB 8768, pending)

LTC Reimbursement Study - Extends the time period for the evaluation of the current Medicaid reimbursement system for nursing home real

property costs, which is to determine its impact on patient access, investment in new private capital, ownership transfer, while examining alternative

methodologies; report due by 2/28/89. (SB 8607, Ch. 648, 1988 Laws)

Home Health Care Workers - Appropriates $2 million in the state budget to continue a recruitment, training and retention of home care workers

program. Designed to assist in development of trained aides and personal care workers, the program is part of a larger effort to deal with the

shortage in NYS of home care workers. A special task force is also looking into the problem.

Swing Beds - Appropriates $900,000 for a swing bed demonstration project for grants to acute care hospitals in rural areas. Grants will cover

increased staffing and related care costs for converting beds to non-acute care use, such as skilled nursing care, hospice or respite care.

Maternal and Child Health - Adds midwives as eligible for health corps education monies who agree to serve in non-profit diagnostic and treatment

centers which have a critical shortage of health personnel and serve Medicaid eligible and medically indigent women. (Senate Int. 7847, Ch.472,

1988 Laws)

Indigent Care & Uninsured Programs

Bad Debt and Charity Care Pools (as authorized in (AB 8653, Ch. 2, 1988 Laws)

Regional Pools are funded through allowances added to all inpatient rates and charges (for all payers other than Medicare), which are depo-

sited into regional pools for financing of hospital bad debt and charity care. The statewide weighted average percent add-on is 5.48%, with

additional amounts transferred from the statewide pool into the regional pools to make up any differences between the rate and charge average

add-on of 5.93%. Regional pool dollars are distributed to hospitals on the basis of its bad debt and charity care load. Of the estimated total of

$355 million in regional pools, approximately $94 million is distributed annually to major public hospitals, which are entitled to receive slightly more

than their actual bad debt and charity care.
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NEWYORK continued

Statewide Pool is funded through an assessment on hospitals at a rate of 1.075% in 1988, 1.05% in 1989 and 1% in 1990 on gross inpatient

revenue (except for financially distressed hospitals). After transfer of the statewide pool funds into the regional pools, any remaining funds are

allocated to a financially distressed hospital capital fund pool and to fund financially distressed hospitals' base year needs. Funds remaining in

the statewide pool after these disbursements must go to regional pilot projects for coverage of the uninsured and catastrophic expenses (see

below), and to priority services such as maternal and child health and AIDS.

Laid-off Workers - Extends temporary program to pay health insurance premiums for dislocated workers laid off in groups of more than 50

employees to March 1989. (AB 11906/SB 9231, Ch. 554, 1988 Laws)

Pilot Programs for Uninsured & Underinsured - Establishes the Committee on Expanded Health Care Coverage for the purpose of designing two

regional pilot projects to test mechanisms of expanding health coverage for residents without adequate basic coverage as well as those with

catastrophic needs. Two models are specified: 1) Individual Subsidy Program, would assist eligible individuals and households without health

coverage when gross income is at or below 200% of poverty and 2) Employee Incentive Program, would assist small businesses (20 or fewer

employees), that do not provide group health insurance by offering a 50% incentive payment on behalf of the employer, to the health plan providing

coverage. Another demonstration program to test an approach for expanding catastrophic health care coverage in up to three districts, designed

to assist people whose eligible health care costs (mostly acute care) exceed 50% of the difference between family income and the imputed public

assistance grant. The demonstration projects will incorporate use of patient cost sharing and case management to encourage prudent use of

health services. Projects are to be funded by statewide bad debt and charity care pool. (AB 8653, Ch. 2, 1988 Laws, AB 10003, Ch.31, 1988

Laws, and AB 11972A/SB 9209, Ch. 703, 1988 Laws)

Nutrition Assistance - Increases funding by $9.1 million, up to a total of $58.1 million in the state's FY 88-89, for the Supplemental Nutrition

Assistance Program (SNAP). The funds target pregnant women, new mothers and their children, the homeless and elderly who may need

assistance to eat nutritious foods. Part of the money will support community-based outreach to help enroll the needy into federal food programs.

Includes $8.1 million for the homeless.

Pediatric AIDS - Appropriates $500,000 to meet the health care needs, including case management services, of pediatric AIDS patients and to fund

designated pediatric centers.

Home Health Care Appropriates $4.5 million to increase funding for a grant program that supports Medicare-certified home health agencies to

assure access for medically indigent, geographically remote, or very needy recipients of home care in certain communities. (AB 10540, Ch. 340,

1988 Laws)

NORTH CAROLINA
Benefits Eligibility Reimbursement Administration & Management

Hospice - Adds hosoice services,

eff. 4/1/88.

Case Management-Adds taraeted

case management services for the

following groups: pregnant women,

chronically mentally ill adults,

severely emotionally disturbed

children, and chronic substance

abusers, eff. 10/87.

Nurse Midwifery - Formally adds

required nurse midwife services to

the state's Medicaid statute and

specifies that reimbursement will be

made "in accordance with

physician fee schedules" (paid at

the same rates as physicians). (SB

257, Sec. 39.1, Ch. 1100, 1988

Laws)

Phvsician Fee Increases - Raises

physician fee schedules for

maternity call and for "cognitive"

services (e.g. office visits). All

specialties now receive the same

reimbursement for cognitive

services, which were increased by

about 20%. Global fee payment for

normal vaginal delivery was

increased from $409 to $625 and

delivery only fees were also

increased. Effective 2/88.
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NORTH CAROLINA
Other Medicaid-Rdated Strategies

CON - Exempts licensed hospitals serving minority populations from CON review requirements when transferring up to 65 beds to nursing home

beds. (HB 170, Ch. 768, 1987 Laws)

Indigent Care & Uninsured Programs

Hospital Debt Collection Practices - Permits public hospitals to request court orders for garnishment of wages of individuals with family incomes

over 200% of the federal poverty level, who owe debts to the hospital for services rendered if the hospital has: 1) made reasonable efforts to collect

from third party payors, 2) waited at least 120 days after mailing the bill, and 3) sent a certified letter notifying the debtor that wages may be

garnished unless the person can show the hospital that their family income is below 200% of the federal poverty level. Wages may not be

garnished if the debtor is making regular payments in amounts equal to 10% of monthly income or is making a good faith effort to obtain payment

from a third party payor. Prohibits employers from firing or disciplining employees on the basis of a court-ordered garnishment. (SB 661 , Ch. 880,

1988 Laws)

Eligibility for Eye and Children's Programs - Increases income eligibility guidelines for the state's "Medical Eye Care" program by approximately

30%; also requires the Children's Special Health Services program to increase income eligibility levels to 100% of the federal poverty level for

outpatient services for all clients and for inpatient services for children under age 5, eff. 10/87. (SB 257, Sec. 39, Ch. 1100, 1988 Laws)

Rural Obstetrical Care - Establishes a fund ($240,000) for a pilot program to pay family physicians and obstetricians who agree to provide prenatal

and OB services in counties that are underserved. The money will be used to subsidize malpractice premiums, up to a maximum of $6,500 per

physician and those assisted by this program may not refuse to provide care for any patient based on economic status or ability to pay; report

on the program due by 4/89. (SB 257, Sec. 39.3, Ch. 1100, 1988 Laws)

NORTH DAKOTA
Benefits Eligibility Reimbursement Administration & Management

Hospitals - Implemented a new

prospective hospital reimbursement

system for inpatient services based

on DRGs, eff. 7/87. Note: This

development was inadvertently

omitted from the 1987 edition of

Major Changes and is included in

this edition an addendum.

Nursing Home Preadmission

Screening - Begins screening every

applicant to nursing homes,

regardless of payment source, eff.

7/88 in preparation for next year's

rate equalization for private pay and

Medicaid patients and prospective

case-mix payment system to be

implemented in 1990. Nursing

homes are prohibited from

admitting patients that have not

been assessed by either hospital

discharge planners, home and

community-based services county

program staff, orthe nursing home

itself. All screenings must be

"paper reviewed" by Medicaid staff

with afield review to be conducted

in the future.

OHIO
Benefits Eligibility Reimbursement Administration & Management

Hospital Stavs - Limits inpatient Nursing Home Applicants - Raises Hospital Disproportionate Share Expedited Applications -

hospital days to 30 per 90 day

period except for certain children

income ceiling to 300% of SSI for

categorically needy eligible

(Revenue Pool) - Establishes a

mechanism to assure that all

Establishes a disability

determination unit by 1/88 to
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H 1 ^) continued

Benefits Eligibility Reimbursement Administration & Management

eligible under both Medicaid and

Crippled Children's (Title V)

programs. (HB 171, 1987 Laws)

Home Health Services - Changes

definitions of nursing, physical

therapy and home health aide to

clarify that part-time intermittent

service consists of 40 hours per

week or less of service; also lifts

limits on numbers of visits that can

be made.

recipients in institutions, eff . 2/1 /88.

Pregnant Women and Children -

Plans to expand Medicaid

coverage of pregnant women and

children in families with incomes up

to 1 00% of the federal poverty level

scheduled to take effect 1/1/89.

hospitals receive some assistance

in paying for hospital

uncompensated care. Thenew law

requires that all hospitals be

assessed 0.5 percent of total

reported costs (inpatient and

outpatient). Bad debt and charity

care must be recorded separately

from courtesy care and contractual

allowances; however baddebtand

charity care are not included in

calculating a hospital's "indigent

care factor". The proxy for indigent

care is the level of Medicaid

participation.Theassessments are

deposited into the Hospital Care

Assurance Program Fund and

matched with federal funds under

Medicaid, which together is called

the Disproportionate Share Fund

(also called the "indigent care

pool") . Payments are made to hos-

pitals based on each hospitals'

percent of Medicaid costs to

statewide Medicaid costs.

Implementation of the program is

contingent on receipt of federal

funds in amounts at least equal to

the assessment amounts that all

hospitals would be required to pay.

(HB 738, 1988 Laws)

Outpatient Hospital - Requires the

Department to adopt rules creating

a prospective payment system for

outpatient hospital services by

7/89. (HB 738, 1988 Laws)

Nursinq Homes - Reduces the

ceiling in the administrative and

general cost center (indirect costs)

from the 83rd percentile to the

mean of the audited A & G costs

based on a randomly selected

sample of homes, eff. 10/15/87

through 6/89.

develop guidelines for expediting

applications for Medicaid by

persons referred by disability

advocacy program units and

requires eligibility determinations for

disabled persons within 30 days.

(Ohio is a "209(b)" state that

makes its own SSI eligibility

determinations.) (HB 171, 1987

Laws)

Other Medicaid-Related Strategies

Home and Communitv-Based Services - Appropriates $4.6 million to be used to fund home-based services under the PASSPORT program, to

persons who would be Medicaid eligible within 90 days were they to enter a nursing home and are certified to need at least an intermediate level

of long-term care. (SB 386, 1988 Laws)

Mental Health - Shifts financial responsibility from Medicaid to 100 percent state costs for plannina and carina for mentally ill adults residing in

nursing homes considered to meet federal definition of an institution for mental disease. Limits number of ICF/MR recipients in state developmental

centers but allows ICF/general nursing homes to convert beds to MR usage under certain conditions. (SB 386, 1988 Laws)
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Developmental^ Disabled/Mentallv Retarded - Funds purchase of service pilot projects to enable MR/DD residents eligible for institutionalization

to receive alternative community services. Allows funding on a fixed and variable cost basis with rules and implementation by the department of

MR/DD. Also, allows certified community habilitation centers to provide Medicaid services to MR/DD recipients. (SB 155, 1988 Laws)

Indigent Care & Uninsured Programs

Studv/Oversiqht Committee - Creates a legislative Care Assurance Oversiqht Committee to evaluate effectiveness of the new hospital revenue

pooling program, with special consideration of its effects on problems associated with prenatal/maternal care of women, reduction of infant

mortality, passage of related local levies, and other uncompensated care problems; the committee's findings and recommendations are due by

10/89. (HB 738, 1988 Laws)

General Assistance-Medical - Stipulates eliqibilitv criteria for GA-Medical recipients of emerqencv inpatient hospital services; requires application

within 60 days of hospital discharge. (SB 386, 1988 Laws)

OKLAHOMA
Benefits Eligibility Reimbursement Administration & Management

LTC Occupancy Data - Directs the

Department of Health and the

Department of Human Services to

collect monthly data to compute

occupancy rates from licensed LTC

facilities that do not provide

services to Medicaid recipients and

from those that do serve Medicaid

recipients. (SJR 49, Adopted 1 988)

Prescription Druq Abuse

Expresses legislative support for

continued utilization of the

Prescription Abuse Data Synth esis

model, citing the decline in the

number of false Medicaid claims

among the reasons for continuing

the program. (HCR 1 005, Adopted

1987)

Other Medicaid-Related Strategies

CON - Directs the State Health Planning Commission to promulgate rules for review and approval of applications for LTC facilities based on the

new federal unified standards of need for Medicare or Medicaid certified nursing homes. (SJR 49, Adopted 1988)

OREGON
Benefits Eligibility Reimbursement Administration & Management

Orqan Transplants - Coveraqe of Preqnant Women and Children - Disproportionate Share - Effective ProviderOverpavments- Proposes

heart, liver, pancreas and bone

marrowtransplantswas ended, eff.

7/87. Coverage of heart, liver and

bone marrow transplantswas then

reinstated for a brief period -

8/2/88 through 9/27/88, financed

with special funds consisting of

Expands coverage to pregnant

women and children up to age 3

(raised from age 2), living in families

with incomes up to 100% of

poverty (raised from 85% of

poverty); also provides presumed

medical eligibility for newborns of

7/1/88, adds two additional criteria

for determining eligibility for

disproportionate share payments.

Hospitals are ranked by ratio of

total Medicaid days to total

inpatient days; hospitals morethan

one standard deviation above the

to use a random sampling method

in calculating medical provider

overpayments that are recovered,

eff. 5/88.

TPL- Requires providers pursue all

third party resources (e.g.,
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OREGON continued

Benefits Eligibility Reimbursement Administration & Management

private donations and federal

funds. Kidney and cornea

transplants have continued to be

covered throughout this period.

Children's Dental Care - Chanqes

the EPSDT periodic examination

schedule for dental services, by

lowering the beginning age from 2

years old to 18 months old, eff.

4/88.

Swinq Beds - Adds coveraqe for

swing beds in rural hospitals using

up to five beds to serve SNF

Medicaid clients; participating

hospitals must be at least 30 miles

from an existing SNF resource.

women who are determined

eligible, eff. 9/1/88.

mean are eligible for a 5% increase

in the DRG unit value; above 2

SDs, a 10% increase and above 3

SDs, a 16% increase. Hospitals

having a low-income utilization rate

exceeding 25% are reimbursed at

a rate established under federal

law.

Hospital Cost Outliers - Permits

cost outlier payments for

admissions in in-state and

contiguous area hospitals, eff.

1/88; also allows cost outlier

paymentsto transferring hospitals,

eff. 4/88. Establishes calculations

used to determine whether a claim

meets the outlier threshold.

Hospital Outpatient Services -

Medicare or other health

insurance) before billing Medicaid

for durable medical equipment and

supplies and private duty nursing

services, eff. 5/88. Also requires

providers to bill Medicaid before

billing the state's Motor Vehicle

Accident Fund when a patient is a

medically needy client.

Pharmacy PPO - Issues RFPs for

competitive bids from Pharmacy

Preferred Provider Organizations,

which would contract with the

state to provide drugs to Medicaid

recipients. Only a limited number of

pharmacies in specified geographic

areas would be selected and

anticipated rates would not exceed

a predetermined percentage ofthe

average wholesale price of

medications. Implementation

schedule planned to begin 2/1/89.

Reinstates reimbursement for

outpatient hospital services to75%

of costs (a 1986 rule lowered it to

50%); outpatient services for GA
clients and outpatient services

provided by out-of state and

contiguous area hospitals will be

reimbursed at 50% of billed

charges, eff. 10/87.

Hospital Medical Education -Adds

a Direct Medical Education

payment (at a percentage equal to

the costs of the Medicaid portion

of these expenses) in addition to

the hospital DRG payment rates;

also adds an Indirect Medical

Education payment (using the

Medicare adjustment factor), eff.

10/87.

Rural Hospitals -Makes permanent

the rule issued last year to pay for

1 00% of costs (based on Medicare

determination of reasonable costs

with capital and education costs

excluded) for services provided to

Medicaid clients by certain rural

hospitals.

Druq Acquisition Costs - Revises

the estimated drug acquisition cost

file twice monthly, eff. 9/87.

Other Medicaid^elated Strategies

HCBS Waiver - Submits an application for a new home and communitv-based services waiver option T1915(c)l to serve the disabled under aqe

65 and another application for a 1 91 5(d) waiver, established in OBRA-87, to serve ages 65 and over, which will include coverage for adult day care.
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Nursing Home Quality Incentive Payment Pilot Program - Completes implementation of a quality incentive payment pilot project, authorized in 1987

legislation. The payments could be as high as $2 per patient per day if a facility succeeded in improving the quality of life for dependent patients

or in maintaining quality of life for patients who would otherwise decline. The results of the pilot programs will be used to develop a plan for a

nursing facility budget that expands the number of facilities participating in the quality incentive payment system.

Community-Based LTC Initiatives - 1) Implements an On-Lok Replication program, centered around the provision of adult day health care. On

Lok is a San Francisco based demonstration program that blends Medicare, Medicaid and private funds to provide a full range of services, on

a capitated basis, to a population in need of long-term care. 2) Extends Oregon Project Independence, a state-funded program for the elderly,

to include respite care and coverage of individuals under age 60 diagnosed with Alzheimer's disease.

Indigent Care & Uninsured Programs

Commission on the Uninsured - Establishes a Governor's Commission on Health Care to develop a set of feasible strategies to address health

care access based on an incremental approach; report due by 9/88. (Executive Order No. EO-88-04)

Health Planning - Requires the Oregon Health Council to include individuals representing urban and rural medically underserved populations. (SB

343, Ch. 660, 1987 Laws)

PENNSYLVANIA
Benefits

AIDS Drugs - Covers AZT (Retrovir)

on an outpatient basis for medically

needy AIDS patients through

federal funding, eff. 10/87. (Under

the regular Medicaid program,

these individuals can receive drugs

only when an inpatient.)

Substance Abuse Detox -Modifies

guidelines to permit multiple IP

detoxification admissions only

when medically necessary; medical

review must include consideration

of past detox experience and social

circumstances of the individual,

such as homelessness or other

environmental problems, eff. 8/88.

Eligibility

Pregnant Women and Children -

Expands eligibility to cover for

pregnant women and children two

years of age or younger whose

income is less than 100% of the

federal poverty level as of 10/87;

children under age 3 will be

covered as of 10/88. Waives

application ofassets test, provides

for continuous eligibility throughout

pregnancy regardless of change in

income and implements the

presumptive eligibility option by

qualified providers, eff. 10/87.

(Authorized in Act 9-A, FY 87-88

Budget Act and previously

sanctioned in House Resolution

190, Adopted 1987)

Elderly & Disabled - Proposes to

expand eligibility to cover those

elderly and disabled whose

incomes are less than 1 00% of the

federal poverty level, anticipated by

1/89 prior to the federal mandated

schedule. (Prompted by House

Resolution 204, Adopted 1987)

Reimbursement

Nursing Homes - Increases

Medicaid reimbursements to

nursing homes by raising net

operating cost ceilings from 1 07 to

1 1 5% of the median costs for each

geographic peer grouping, pending

final rule adoption. Uses two

different cost reporting data bases

to establish increases for 4/1/88-

6/30/88 and for the year beginning

7/1/88. (Authorized in Act 9-A, FY

87-88 Budget Act and sanctioned

in Senate Resolution No. 152,

Adopted 1988)

Heavy ICF Care - Establishes a

separate payment rate for a heavy

care ICF level for individuals who

need intensive services, but do not

require skilled nursing care (known

as "Troutman"-level care),

retroactive to 2/88, pending final

approval.

Medical Rehab Units - Establishes

interim reimbursement rates for

medical rehabilitation units of

general hospitals, newly recognized

as separate providers of services,

at the unit's Medicare interim rate

with final settlement at the

completion of an audit, eff. 7/1/88.

Disproportionate Share -

Establishes an add-on amount to

Administration & Management

Managed Care - Continues the

HealthPASS program in

Philadelphia, a health insuring

organization (HIO) that operates a

primary care case management

system for almost 100,000

enrollees, through February, 1990

under an extension of a federally

approved waiver.

Hospital Readmission Review -

Proposes to require a review of

readmissions to hospitals that

occur within 31 days of discharge

(rather than within 7 days under

current policy) for Medicaid bills

paid under the DRG system;

payments will be denied for

readmissions that result from

premature discharge or services

that could or should have been

provided during the previous

hospital stay, eff. 7/88.

Hospital "Place of Service"

(Preadmission) Reviews - Reguires

all elective hospital admissions to

be reviewed prior to admission for

all those admitted to general

hospital short procedure units and

to ambulatory surgical centers, in

order to certify appropriateness of

the "place of service", eff. 3/88.

Review conducted internally by

Medicaid staff.
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PENNSYLVANIA continued

Benefits Eligibility Reimbursement Administration & Management

be paid with each DRG payment to

hospitals serving a dis-

proportionate share of Medicaid

and indigent patients, eff. 7/88.

Criteria that hospitals must meet

to qualify as disproportionate share

hospitals includes four different

options for calculating the indigent

care load; however, payment

adjustments are the same for all

hospitals regardless of the way in

which they qualify.

Other Medicaid Related Strategies

Community-based Residential Care - Memorializes Congress to expand the criteria for Medicaid coverage for the cost of Community Living

Arrangements for persons who have autism and to include them among those eligible to receive community-based residential care. (House

Resolution No. 261, Adopted 1988)

AIDS Waiver - Submitted a waiver application in October 1988, to provide home and community-based services to AIDS patients.

Indigent Care & Uninsured Programs

Catastrophic Illness Financing Study - Directs the Health and Welfare Committee to study the ramifications of financing catastrophic illnesses in

children and attempt to find ways of addressing this problem (as an alternative to another bill which proposed a relief fund to assist with medical

bills, but was not favorably acted on). Findings due by August 15, 1988. (House Resolution 208, Adopted 1987)

RHODE ISLAND
Benefits Eligibility Reimbursement Administration & Management

Hospice - Covers up to 210 days

of hospice care, eff. 6/88. (SB

2650, Ch. 88-356, 1988 Laws)

Pregnant Women and Infants -

Expands eligibility for pregnant

women and infants up to age one

in families with incomes up to 1 85%

of the federal poverty level, eff.

10/88.

Nursing Homes Alters

reimbursement methodology for

nursing homes' operating costs to

increase staff salaries, eff. 1/88. On

top of a regular 2.4% increase for

all cost centers, special add-ons of

7.6% are allowed for designated

cost centers (salaries or wages

and benefits). Also,thedepartment

is developing a payroll-specific cost

center (including salaries, wages,

benefits, etc.) which will be capped

at the 90th percentile, to take effect

in 1989.

Fraud & Abuse - Authorizes the

director of the Medicaid Fraud

Control Unit to sign written

complaints for the issuance of

search warrants, eff. 6/88. (HB

9339, Ch. 88-209, 1988 Laws)

Other Medicaid-Related Strategies

Newborn Testing - Requires the Newborn Metabolic Testing Program and the Newborn Sickle Cell Disease Testing Program to be a covered

benefit, reimbursable by all health insurers providing coverage in the state, with some exceptions. Requires the Department to pay for the testing

program for Medicaid eligibles and for those eligible for Rite Start (state-only payor of last resort maternity care program). Requires hospitals and

other health care facilities to bear the costs of the testing program in the absence of a third-party payor. Effective 7/1/88. (SB 2637, Ch. 88-285,

1988 Laws)

80



RHODE ISLAND continued

HCBS Waiver - Expands the long term home health care waiver program as an alternative to placement in a SNF or ICF to serve clients already

residing in a LTC facility (formerly only patients discharged from hospitals could be served). Services to be provided to clients who are medically

eligible for placement in a SNF or ICF include adult day care, case management, emergency response system and those provided by licensed

home health and home health aide/homemaker agencies. Total monthly expenditures may not exceed the average SNF/ICF reimbursement. In

special circumstances, if it can be demonstrated that services provided in the program which exceed monthly maximums will not continue beyond

one year, payment may be authorized. (HB 9554, Ch. 88-451, 1988 Laws)

HCBS - Provides legislative basis for the In-Home Services to the Elderly Program, which provides home health aide services, homemaker services

and adult day care services to homebound clients age 65 or older to assist clients remain in their homes. Clients do not have to be in need of

institutionalization in order to be eligible for this program. Eligibility income limits for this program were increased to $1 2,000 for single clients over

65 and $15,000 for couples; some of these clients are required to pay a copayment (40%) for services provided. In exceptional cases, a

copayment of only 20% will be authorized. (HB 9554, Ch. 88-451, 1988 Laws)

HCBS (non-Medicaid eliqibles) - Establishes a new Care Management Services Pilot Program for non-Medicaid eligibles to provide guidance in

obtaining services and increasing awareness of alternatives to admission to a LTC facility. Elderly persons aged 65 or over who are disabled or

in need of personal attendents and who could be at risk of institutionalization if services were not provided are eligible for this program. Care

management services include an assessment of financial resources and personal and medical needs, a listing of available services and referrals

for services for which the client is available, assistance in procuring services and continued monitoring and support. The pilot program is to be

established in two areas of the state, representative of urban, rural and suburban areas and is to contain a client population with wide range of

financial resources. A report on the pilot program is due 1/89. A request for proposals is to be prepared by August 15, 1988, and the contract

is to be awarded by the end of the year. (HB 9554, Ch. 88-451, 1988 Laws)

Indigent Care & Uninsured Programs

Study on State Health Insurance - Creates a special legislative commission to study the feasibility of establishing universal health care insurance

for the state; a report on findings and recommendations are due to the general assembly by February 28, 1989. (HB 8712, Res. No. 244, Adopted

1988)

NHI Resolution - Memorializes Congress to enact a national health insurance plan. (HB 7725, Res. No. 136, Adopted 1988)

SOUTH CAROLINA
Benefits Eligibility Reimbursement Administration & Management

Case Management - Adds case

management for mentally retarded

and developmentally disabled

persons, eff. 1/88. Allows monthly

management fee of $109 to social

worker, qualified mental retardation

professional or physician. Will

serve an estimated 6,000

recipients.

Ribicoff Children Provides

legislative approval for expanded

Medicaid coverage of Ribicoff

children (those living in intact

families with incomes and

resources below the AFDC level)

that went into effect 10/86. (SB

1225, Ratification No. 512, 1988

Laws)

Pregnant Women and Children -

Provides legislative approval for

expanded Medicaid coverage to

pregnant women and infants who

have incomes under 100% of the

federal poverty level, eff. 1 0/87. (SB

1228, Ratification No. 509, 1988

Laws)

Other Medicaid-Related Strategies

HCBS - States that $1 million in state general revenue funds that become available as a result of the deletion of additional general funds to be

spent on nursing home services rendered in certain beds and facilities must be used to provide Medicaid services to nursing home eligible clients

in the Community Long Term Care Program for FY 1987-88. (HB 3696, Ratification No. 610, 1988 Laws)
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SOUTH CAROLINA
Mental Health - Awards $432,328 from the Robert Wood Johnson Foundation's Mental Health Services Development Program to the South

Carolina Department of Mental health for the development of a health plan at no cost to 1 ,000 Medicaid eligible clients with chronic mental illness.

LTC Insurance - Prohibits private long-term care insurance policies from containing any provisions requiring eligibility for or receipt of benefits under

Medicare or Medicaid as a condition for payment of benefits. Also specifies that any premiums paid for long-term care insurance must be excluded

in determining the amount an individual must contribute towards the cost of any Medicaid services received. (HB 3573, Ratification No. 51 8, 1 988

Laws)

SOUTH DAKOTA
Benefits

Other Medicaid-Related Strategies

Eligibility

Pregnant Women & Children -

Adds coverage for pregnant

women and children up to age one

in families with incomes up to 1 00%

thefederal poverty level, eff. 7/1/88.

Waives application of assets tests

and provides continous eligibility

throughout pregnancy and for 60

days after the pregnancy ends

regardless of change in income.

Reimbursement

Hospitals - Exempts low-volume

hospitals from the DRG hospital

inpatient payment system (affecting

almost half of all hospitals in the

state); switches to paying them

95% of billed charges. Also

removed Indian Health Service

facilities from the DRG
reimbursement system; the

department pays billed charges

using 100% federal funds which are

administered by Medicaid. Effective

7/1/88.

Administration & Management

LTC Preadmission Screening -

Requires all individuals applying for

admission to a nursing home to

have a preadmission assessment,

regardless of their source of

payment for the care. Persons

admitted to nursing homes directly

from hospitals may be admitted

without an assessment, but one

must be performed within 10 days

of the person's admission. The

assessments will be conducted by

staff of the Department of Social

Services. Recommendations and

results of the assessments are not

binding on the individual. (HB 1186,

Ch. 277, 1988 Laws)

HCBS Waiver - Pursuant to an approved home and community-based services waiver, will begin providing services to the elderly only, who would

otherwise require institutional level care; waiver services include adult day health care, private duty nursing and homemaker services. Applicants

for the program will be screened by state department personnel. Waiver approved 10/1/88 with implementation to follow shortly. In addition, the

state receive a five year renewal of an existing HCBS waiver serving the developmentally disabled.

CON Nursing Home Moratorium - Prohibits the construction of new nursing home or supervised personal care facilities in the next three years,

(except those that had an approved CON or one on file with department as of 2/4/88. Replacement of existing facilities will be permitted in

exceptional circumstances. (HB 1186, Ch. 277, 1988 Laws)

Indigent Care & Uninsured Programs

County Reimbursement for Indigent Care - Revises the procedure for reimbursing hospitals for care of indigents; counties are responsible for

payment of care when the hospital notifies the county within a certain period of time. Hospitals must subsequently submit a bill within a year from

discharge of the patient. Also requires persons who were hospitalized to apply for benefits underthe poor relief assistance program in their county

of residence. (SB 278, 1988 Laws)

Emergency Services Definitions - A related law defines certain terms (such as, emergency and nonemergency cases and "actual costs of

hospitalization") used to authorize hospital indigent care payments by counties; also specifies that hospitals outside the state are only entitled

to county indigent care payments if the services that were provided are not available in South Dakota or if the hospital is approved by the county

of the indigent's residence as providing a reasonable or cost effective service. (HB 1134, 1988 Laws)

Organ Transplants - Specifies that state's Catastrophic County Poor Relief Board cannot approve payment for organ transplants unless the county

making an application demonstrates that the transplant meets certain criteria for reimbursement. (HB 1149, 1988 Laws)
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TENNESSEE
Benefits Eligibility Reimbursement Administration & Management

Nurse Midwifery - Adds Medicaid

coverage of nurse midwife services

in state law (as mandated by

federai Medicaid law); change

needed because Medicaid

conditions of participation were

stricter than state licensing laws,

eff. 3/11/88. (SB 2195, Ch. 510,

1988 Laws)

Pregnant Women and Children -

Expands coverage for children in

families with incomes at or below

100% of the poverty level, from

those up to age 2, to those up to

age 5, eff. 7/88. Also, eff. 3/88,

drops the $8,000 liquid asset

resource limit for the poverty level

category for pregnant women and

children.

AFDC Payments and MNILs -

Increases AFDC payment grant

from 45% of the standard of need

to 47.5%; this also resulted in

concomitant increases in the

medically needy income levels.

Reorganization - Asks the agency

to consider restructuring into two

or more divisions to enhance

efficiency and effectiveness: report

due 1 /89. (SJR 370, Adopted 1 988)

Accounting - Requires all

contracting providers to adopt a

uniform classification of accounts

with penalties for noncompliance.

(SB 2167, Ch. 779, 1988 Laws)

Hospital Donations Financing

Scheme - In July, 1988, HCFA
disallowed FFP in a voluntary fund

established by the Medicaid

agency for non-profit hospitals to

make donations for the purpose of

financing Medicaid eligibility

expansions and disproportionate

share provider payments. The state

is currently appealing the decision,

which affects FY 87-88

contributions.

Other Medicaid-Related Strategies

Mental Retardation Study - Continues the Special Joint Committee and its study of the mental retardation delivery systems; SJC endorses the

standardization of rates for adult day services, residential services and child day services provided by community mental retardation agencies to

the level of like Medicaid providers; report due to General Assembly by 2/89. (HJR 422, Adopted 1988)

Substance Abuse Study - Expands study of service delivery for persons with severe mental illness to include availability of support for alcohol

and drug treatment for Medicaid recipients; findings due no later than 2/89. (HJR 366, Adopted 1988)

AFDC Study - Continues special joint committee to study AFDC, public assistance and related topics, including needed services for Medicaid

recipients not currently sufficient to allow movement into the work force; findings due no later than 2/89. (HJR 518, Adopted 1988)

AIDS - Establishes a Special Joint Legislative Committee to study the issues surrounding AIDS and recommend appropriate legislation. A report

is due 2/89. (SJR 122, Adopted 1988)

CON - Increases capital expenditure review threshold for facility construction to $1.75 million, eff. 7/88; eff. 7/89, capital expenditure review

threshold increases to $2 million. Exempts capital expenditures for projects not directly related to patient care. (SB 2259, Ch. 870, 1988 Laws)

Another CON law requires ICFs-MR to obtain a certificate-of-need; an omission in the 1987 health planning act had been interpreted by some

to exclude ICFs-MR from the CON process and this law clarifies their need to participate. (SB 1559, Ch. 860. 1988 Laws)

Indigent Care & Uninsured Programs

Voluntary Primary Care Provision - Expands the public/private partnership program (the Medical Home Program) for voluntary provision of health

care to poor children to also include "medical homes" for indigent adults. Currently, 700 physicians participate in the pediatric program. Patient

referrals come from local health departments who continue to provide nutritional support, immunization and home visiting nurses.

WIC - Awards three-year sole source contract for infant formula for the WIC program to private supplier which will include a rebate of $1 .255 per

13-ounce can of milk to the department; anticipated $8 million annually in rebates will allow the department to serve an estimated 16,000 addi-

tional participants.

Council on Indigent Care - Requests various departments (through a Cabinet Council on Indigent Care) to work closely with the General Assembly

to establish health care services for indigent and low-income persons as a top priority and to propose creative solutions. (HJR 457, Adopted 1 988)
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TEXAS
Benefits Eligibility Reimbursement Administration & Management

AIDS Druq Coveraqe - Adds Preqnant Women and Children - Hospitals - Amends the DRG-

coverage for Retrovir (AZT), eff.

1/1/88.

Birthinq Centers - Adds coveraqe

for birthing center facility services;

reimbursable services are limited to

services provided by the birthing

center during the labor, delivery

and postpartum periods and

determined by the attending

physician or certified nurse-midwife

to be reasonable and necessary;

unless otherwise specified,

covered services begin when the

mother is in active labor and is

admitted to the birthing center and

end within 24 hours after the

child's birth; the center must be

licensed by the appropriate state

licensing authority as a Category

A birthing center, eff. 3/87.

Orqan Transplants - Expands

coverage to reimburse for

procurement costs for liver, kidney

and heart transplant recipients;

allows an additional 30 days of IP

hospital and physician services

during a spell of illness beginning

with the first day of the transplant;

and exempts authorized solid

organ transplant patients from the

$50,000 cap on IP services, eff.

10/16/87. Subsequently, the cap

was raised to $200,000, eff.

10/1/88.

Dental Services - Expands

coverage to include services that

dentists can perform within the

scope of their practice if the

u t|jai li 1 1 ci i L wuuiu M^y « piiysiwHn

to perform the service, eff. 1/1/88.

Also adds orthodontic services to

the EPSDT dental program, eff.

5/1/88.

Expands coverage to include

pregnant women and children

under age 2 in families with

incomes less than 100% of the

federal poverty level, eff. 9/1/88.

based inpatient hospital services

reimbursement methodology to

adjust each hospital's base year

claims data; the resulting payment

division and standard dollar

amount reflects the interim rate

established at tentative and final

settlement, if applicable, for the

cost reporting period associated

with the base year, eff. 9/22/87.

Also established a minimum

standard dollar amount of $1 ,200

in the department's inpatient

hospital services reimbursement

methodology, eff. 11/1/87.

Other Medicaid-Related Strategies

In Home and Familv Support Project - Implements two pilot projects to permit persons with developmental disabilities to live in their own homes

or with their families by providing a cash subsidy to purchase goods or services. Eligible persons include SSI recipients who meet DD definitions

(and may be receiving Medicaid benefits) and others who are mentally ill, mentally retarded or developmentally disabled, can receive up to $3,600

to purchase or lease special equipment, respite care, attendant care, transportation, counseling, and various health services and therapies. An

additional $3,600 is available for a one-time capital expenditure purchase or architectural modifications. Program became operational 4/1/88 and

is expected to serve up to 100 persons.
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continued

Medically-Dependent Children Waiver - Replacing a similar model waiver which was limited to 50 children, this new waiver program provides

licensed nurse services and other Medicaid home and community-based services to severely disabled children whose families care for them at

home. Average annual cost per child cannot exceed the average cost for care provided in a SNF or ICF. Waiver program can accommodate 120

children under age 18 who are SSI recipients; the annual net taxable income of parents or spouse has to be less than $50,000 and resources

must be less than $30,000. Program became effective 7/1/88.

UTAH
Benefits Eligibility Reimbursement Administration & Management

Generic Druas - Prohibits usinq a

restrictive drug formulary, but

authorizes generic substitution for

multi-source drugs reimbursable

under Medicaid unless specifically

requested by the prescribing

practitioner, eff. 7/88. (SB 75, Ch.

145, 1988 Laws)

Case Manaaement - Provides

coverage of case management and

enhanced social, educational and

nutritional services to pregnant

women, eff. 2/88. (State plan

amendment pending approval)

Preqnant Women and Children -

Covers pregnant women and

infants up to age one in families

with incomes up to 100% of the

poverty level, scheduled to take

effect 1/1/89. Assets will not be

counted, continuous eligibility

provided through pregnancy and

60 days postpartum, and

presumptive eligibility option will

be implemented. Note: Coverage

began for these women 1 0/87, fully

funded by the state, except when

women meet eligibility requirements

for the basic maintenance

standard.

Rural Hospitals - Reauires the

Division of Health Care Financing

to reimburse rural hospitals equally;

for the purposes of the Medicaid

program, the Division is prohibited

from discriminating among rural

hospitals on the basis of size. (HB

7, Ch. 12, 1988 Laws)

Reauthorization - Provides

legislative authority forthe Division

of Health Care Financing within the

Department of Health to continue

operating the Medicaid program.

(HB 16, Ch. 21, 1988 Laws)

Other Medicaid-Related Strategies

Study - Requests the Legislative Interim Study Committee to review the Medicaid program, including a comparison of Medicaid benefits with private

insurance, and study the feasibility of transferring the Medicaid Program from the Department of Health to the Department of Social Services.

Recommendations are to be provided to the 1989 Legislature. (HJR 42, Adopted 1988)

HCBS Waiver - Declares legislative intent that the Division of Aging & Adult Services and the Division of Health Care Financing examine the

feasibility of requesting a 21 76 waiver from HCFA. Recommendations are to be reported to the 1 988 Social Services Interim Study Committee. (HB
327, Ch. 256, 1988 Laws)

AIDS Study - Requests the Legislative Interim Study Committee to study issues involved with AIDS and HIV, including financing care for people
with AIDS or HIV infection. Recommendations are to be provided to the 1989 Legislature. (HJR 42, Adopted 1988)

CON Study - Requests the Legislative Interim Study Committee to study the establishment of a CON program for health care facilities.

Recommendations are to be provided to the 1989 Legislature. (HJR 42, Adopted 1988)

Mental Retardation - Appropriates $40 million for services to the handicapped with proviso that some funds be used for day treatment and respite

care to adult clients living with their families. (HB 327, 1988 Laws)

Indigent Care & Uninsured Programs

Property Tax Exemptions Denied to Certain Hosp itals - In October, 1987, the Salt Lake County Commission denied property tax exemptions to

four non-profit hospitals when they could not prove they met the six criteria for charitable institutions that included provision of charity care. The
decision is currently on appeal by the hospitals to the Utah State Tax Commission. In September, 1988, the State Tax Commission issued a letter

to all county commissions advising them to suspend all approvals of tax exemptions pending rules to be issued shortly.

Risk Pool Study - Directs the Legislative Health Interim Committee to study the creation of a risk pool to provide insurance for individuals who
cannot obtain insurance and to study how such a risk pool would be funded; recommendations are requested for the 1989 legislative session.

(SJR 14, Adopted 1988)

Public Assistance Eligibility - Increases the amount of funeral expenses (from $750 to $1 ,500) that may be exempted from a lien placed on an estate

as a condition of eligibility for any federal or state program of public assistance. (SB 128, Ch. 228, 1988 Laws)
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VERMONT
Benefits Eligibility Reimbursement Administration & Management

Dental Care - Appropriates funds

to cover dental services for adults

over age 21 ; specific services will

not be spelled out or available until

1989.

HCBS Waiver - Implements a new

home and community-based waiver

program for elderly and disabled

recipients, eff. 1/1/88.

Medically Needy - Increases

medically needy income levels

("protected income levels") such

that the level exceeds the federal

poverty level for families of one and

two in all areas and families of 3 in

urban areas, representing

substantial increases in these

amounts (an average 79% of the

possible increase that still qualifies

for FFP), eff. 10/87.

Transfer of Assets - Increases

resources that can be transferred

without penalty from $6,000 to

$12,000formarriedinstitutionalized

individuals applying for Medicaid

benefits, eff. 10/1/87.

Preqnant Women and Children -

Expands income eligibility levels for

pregnantwomen and infants under

age one in families with incomes up

to 1 85% ofthe federal poverty level,

eff. 7/1/88. Also raises to 100% of

poverty the income limit for children

ages one through five, eff. 7/1/88.

Crossover Claims - Pays only up

to the Medicaid rate for services

provided to recipients eligible for

both Medicare and Medicaid, eff.

4/1/88.

Indigent Care & Uninsured Programs

Studv on the Uninsured and State Health Insurance - Leqislature allocated $200,000 for the Department of Bankinq and Insurance to contract for

a study identifying Vermont's uninsured and to include actuarial analyses of the cost of providing coverage. Establishes the Vermont Health

Insurance Plan Board to develop an insurance plan for uninsured residents. Board must propose plan design, financing mechanisms, and

legislation for implementation; report due 1/89. Board will have power to administer plan approved by general assembly. (HB 578, Act 214, 1988

Laws)

VIRGINIA

Benefits Eligibility Reimbursement Administration & Management

Orqan Transplants - Proposes to

remove coverage of liver

transplants, as recommended by

the Board of Medical Assistance

Services, 5/88. (proposal pending)

Maternity Care - Adds case

management as a covered service

for high-risk Medicaid-eligible

pregnant women and infants up to

age one, eff. 7/1/88. Also expands

prenatal care services, when

medically necessary, to include

nutrition, patient education and

homemaker services for Medicaid-

eligible pregnant women, eff.

7/1/88.

Preqnant Women and Children -

Expands coverage to pregnant

women and infants up to age one

in families with incomes up to 1 00%

of the federal poverty level with no

assets test required to determine

eligibility, eff. 7/1/88. (Authorized in

the FY 88-89 Budget Act)

Adopted Children - Authorizes the

development of interstate compacts

for children receiving adoption

assistance payments (including

medical assistance) who reside in

another state. (HB 433, Ch. 154,

1988 Laws) Another law

authorized coverage of adopted

Neonatal Hospitalization-Provides

inpatient hospital reimbursement

for high-risk infants receiving care

in neonatal intensive care units.

Qualifying facilities must submit

separate cost reports to establish

a prospective operating cost rate

and determine as an add-on a

separate neonatal sub-rate for

individual providers. Neonatal

prospective rates for approved

facilities available for services

provided on or after 12/1 5/87. Also

provides inpatient hospital

reimbursement for newborns who
stay in the nursery following

discharge of the mother from the

Nursinq Home Sanctions - Provides

for court-ordered appointment of a

receiver for Medicaid-certified

nursing homes facing licensure

revocation, loss of certification or

termination of provider agreements.

(HB 1081, Ch. 205, 1988 Laws)

COPs for Convicted Providers -

Allows a provider to apply for

reconsideration of a contract

termination following a felony

conviction in cases where there is

no appeal or the conviction is not

overturned on appeal. The Director

may consider the adverse impacts

that the termination may have on
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VIRGINIA continued

Benefits Eligibility Reimbursement Administration & Management

Nursing Home Bed Reserve Days -

Covers leaves of absence up to

1 8 days per year for any reason

other than IP hospital admission;

covers up to 12 reserve bed days

per hospital admission when a

nursing home patient requires

hospitalization and when the

nursing home is in a planning

district in which average

occupancy for all homes is more

than 96%, eff. 7/1/88.

children up to the age of 21 placed

through state/local subsidized

adoption agencies (as permitted

under federal law). (HB 685, Ch.

504, 1988 Laws)

Spousal Impoverishment - Requires

the State Plan to include a

provision for deducting from an

institutionalizedrecipient'sincome,

an amount to maintain the

recipient's spouse at home, equal

to the eligibility income standard

used for SSI, eff. 10/1/89. (HB605,

Ch. 215, 1988 Laws)

hospital, eff. 12/87.

Nursing Homes - Updates annual

nursing home reimbursementlimits

for cost reporting periods ending

between 1/1/88 and 12/31/88 for

construction costs per bed,

medical directors' fees and

compensation of owners/admini-

strators.

Nursing Homes - Eliminates

retrospective reimbursement for all

new or expanded LTC facilities (all

are subject to prospective

reimbursement, eff. 7/1/88) and

mandates 95% occupancy with

certain exceptions, eff. 7/1/88.

Inflation Factors for Hospitals and

Nursing Homes - Changes the

inflation factor from the medical

component of CPI to the percent

of change in the moving average of

the hospital or nursing facility

market basket, developed by Data

Resources, Inc. Previous year's

ceilings and actual allowable

operating per diems will be inflated

by the forecasted value of this

factor, eff. 7/1/88.

HCBS - Increases reimbursement

rate for personal care services

provided to HCBS waiver

participants from $7 to $8 per hour

($8.50 in Northern Virginia), eff.

7/88.

Physical Therapy - Discontinues

direct reimbursement to enrolled

providers of PT provided to LTC

facility residents; includes such

costs as a component of the LTC

provider's operating costs, subject

to those cost ceilings under the

prospective payment system, eff.

7/1/88; excludeslCFs-MRfromthis

action.

recipients. (HB 1 095, Ch. 790, 1 988

Laws)

HCBS - Eliminates voluntary

contributions by recipients to

personal care provider agencies

which were made to keep the Plan

of Care costs below the cap under

the HCBS waiver program, eff.

12/87.

Nursing Home Financial Audits -

Eliminates periodic on-site nursing

home audits of financial records

(currently every three years),

except for a mandatory field audit

for the first fiscal year of a new

operating facility, following sale or

lease of a facility, or when a

significant number of beds are

added to a facility.

Nursing Home Cost Reports -

Requires ICFs to file an

informational questionnaire with

cost reports, similar to what is

currently required of providers that

participate in the Medicare

program.

Contracts - Authorizes the Director

of Medical Assistance Services to

enter into contracts. (HB 483, Ch.

99, 1988 Laws)

Other Medicaid Related Strategies

HCBS - Increases figures to be utilized in determining cost-effectiveness for personal care services provided in the 21 76 waiver program; monthly

rates increased from $1,050 and $1,414 to $1,211 and $1,722 for ICF and SNF levels of care, respectively, with higher figures established for the

Northern Virginia area ($1 ,531 for ICF and $2,129 for SNF care), eff. 3/88. Also preparing federal waiver request to provide adult day health care

to those who otherwise be institutionalized, for submittal 1/1/89.
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VIRGINIA conned

Studv - Establishes a 17-member leqislative joint subcommittee to study the provision of health care for all residents of the state. The studv is

to include Medicaid financing and uncompensated care issues, controlling increases in the Medicaid budget (i.e., selective contracting, case-

mix reimbursement, limiting capital cost reimbursement, strengthening requirements for prior authorization, establishing an all payor reimbursement

system based on Medicaid rates for hospital services), establishing a pharmaceutical assistance to the elderly program, identifying sources of

financing health care for non-Medicaid eligible aged, blind and disabled, and financing indigent health care. A report with findings and recom-

mendations is due prior to the 1989 legislative session. (HJR 78 & SJR 99, Adopted 1988)

CON Moratorium - Establishes a one-vear moratorium on all CON applications. (Authorized in FY 88 Budaet Act)

AIDS - Establishes a Joint Leaislative Committee to studv the issues surroundina AIDS, includina assessina eliaibilitv and coveraae under Medicaid

and the availability of health care for AIDS patients. A report is due prior to the start of the 1989 legislative session. (HJR 31 & SJR 28, Adopted

1988)

HCBS Waiver for Ventilator-Dependent Chiidren - Submits a waiver application to provide in-home care for ventilator-dependent children as an

alternative to institutional (hospital) care; services to be covered include private duty nursing, respite care, and medical equipment and supplies

not otherwise available underthe state plan. Up to 200 children could be accommodated underthe waiver program but fewer are actually expected

to be served. Scheduled for implementation 1/1/89. (Authorized in FY 88 Budget Act)

Indigent Care & Uninsured Programs

See Studv authorized under Other Strateqies.

WASHINGTON
Benefits Eligibility Reimbursement Administration & Management

Case Manaqement - Adds case Hospitals - Implements a new Health Insurance Premiums for

management services for targeted

groups: AIDS patients (in King

County since 3/1/87); vulnerable

adults, since 3/1/87; pregnant and

parenting teens in six sites since

7/1/88. Otherteen's and children's

case management services will be

federally matched, eff. 10/1/88.

Dental Care - Restores dental

services for adults, eff. 1/1/88

(terminated in 1981).

hospital selective contracting

system in six designated

competitive market areas, retaining

the agency's use of DRG-based

payments as the basis for

reimbursement, eff. 4/88. Twenty

one hospitals did not receive a

contract but can continue to

provide emergency services to

Medicaid recipients. Non-contract-

ing hospitals include those in non-

competitive areas of the state and

those providing specialized

services (e.g., children's hospitals).

DRG formula rates will be used to

reimburse non-contracting

hospitals in Selective Contracting

Areas (SCAs) for emergency and

maternity services. The formula

rates are a "second generation"

DRG system, using Medicaid-

specific weights (rather than the

current Medicare relative weights),

peer group caps based on the

median cost for that peer group

and applied to the operating, direct

medical education, and capital cost

components.

Hospitals - Rate Settinq - Adopts

changes to allow contractual

Medicaid recipients - Authorizes

the department to pay third party

health insurance premiums for

categorically needy Medicaid

recipients if found to be cost-

effective by comparin g the amount,

duration and scope of coverage

offered under Medicaid and the

third party coverage. (HB 1312,

Ch. 289, Budget Act, 1988 Laws)

Manaqed Care - Continues

contracts with 3 HMOs to provide

services on a voluntary enrollment

basis to AFDC-R recipients in 7

counties while developing new

managed care contracts to expand

voluntary enrollment of AFDC
recipients in 3 of the 7 counties (as

mandated in 1986 and 1987

legislation). Also pursuing managed

care contracts in additional

counties and for additional eligibility

groups such as general assistance

clients. Under a recently extended

federal waiver, continues a contract

with Kitsap (county) Physicians

Services Sound Care plan, which

mandates the enrollment of AFDC
recipients in Kitsap and Mason

counties into the managed care
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WASHINGTON continued

Benefits Eligibility Reimbursement Administration & Management

adjustments relating to contracts

executed with the department

under the selective contracting

program described above, to count

as deductions from revenue for

rate-setting purposes, eff. 5/88.

LTC Staff Minimum Wages -

Increases vendor rates for

community-based services to the

developmentally disabled by 4%
and guarantees minimum hourly

wage of respite care providers of

$5.15 beginning 9/88; requires

department-contracted nursing

homes to assure minimum hourly

rates of $5.1 5 as of 1 /89. (HB 1 31 2,

1988 Laws)

system; continues activities to

expand the program into two

additional counties.

Managed Care Quality Review -

Contracts for an independent

professional review with the

Professional Review Organization

of Washington, to perform

retrospective review of the quality

of services provided to Medicaid

recipients enrolled in managed care

plans.

Other Medicaid Related Strategies

AIDS Waiver - Authorizes the provision of community-based long-term care services to persons with AIDS or ARC, subject to obtaining a federal

waiver. (HB 1312, Ch. 289, Budget Act, 1988 Laws)

AIDS - Provides for the establishment of six regional AIDS networks to be responsible for coordination and provision of integrated services and

education programs across the state. Funding for the regions will be allocated on a percentage basis, with 75% of each region's funding based

on a per capita basis and 25% of the funding based on estimate of populations at high-risk. Lead counties in each of the regions are to work with

neighboring counties to provide a coordinated network for treatment and prevention, including counseling, testing, education, case management,

and planning and coordination of services to AIDS patients. Approximately $4.5 million was allocated to establish the networks and provide start-

up money. (SB 6221, Ch. 206, 1988 Laws).

Hospice Study - Requires a study on the cost-effectiveness of adopting a hospice benefit; study due to legislature by 11/88. (HB 1312, Ch. 289,

Budget Act, 1988 Laws)

Rural Health Care - Creates the Washington rural health care commission to review current statutes and regulations governing the provision of

rural health services, including the licensure, certification, and operation of rural health providers, (including hospitals, health districts, rural health

clinics, rural community health centers, and rural ambulatory surgical centers); the committee will also review the impact of existing government

payment policies and methods on rural health facilities to assure the availability of health care services in rural areas, deemed essential to the

integrity of the Medicare and Medicaid programs: a report to the legislature is due by 12/88. (SB 6124, Ch. 207, 1988 Laws)

MR/DP Study - Unifies and updates statutes for programs, policies and services for persons with developmental disabilities. Includes requirements

for rules to place institutionalized residents into community residential programs, such as standards for care, maintenance and training. Parents

of individuals at risk of institutional placement are eligible for services to maintain family intactness. Requires state agencies to develop plans and

apply for federal programs for the developmentally disabled. (HB 1618, Ch. 176, 1988 Laws)

Indigent Care & Uninsured Programs

Basic Health Plan Funding - Reduces appropriations for the Basic Health Plan, the state-subsidized health insurance demonstration program for

low-income, uninsured individuals, for operations during FY 88 from $19.1 million to $14.6 million. (HB 1312, Ch. 289, Budget Act, 1988 Laws)
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WESTVIRGINIA
Benefits Eligibility Reimbursement Administration & Management

Case Manaqement - Adds case Preqnant Women & Children - Nursinq Homes Capital Costs - Application Forms - Requires the

management services for

chronically mentally ill persons and

substance abusers, eff. 4/1/88 (but

retroactive to services delivered

after 7/87).

Personal Care - Adds personal

care services for persons

determined eligible based on

certain medical criteria, in

accordance with a care plan and

with limits on the maximum number

of service units, eff. 4/1/88 (but

retroactive to services delivered

after 4/87).

Dental Services - Partially restores

certain dental services, primarily

emergency services, for adults, that

were cut last year; restoration, eff.

11/87.

Expands coverage to pregnant

women and infants up to age one

in families with incomes up to 150%

of the federal poverty level,

increased from 100%, eff. 7/88.

Eligibility forwomen continues until

sixty days following delivery.

Children with incomes up to federal

poverty up to age five are included

as of 7/88 (eliminating the phase-

in process), and coverage

continues until age eight for these

children only. (HB 4242, 1988

Laws)

Requires the department to

reimburse nursing homes for at

least the actual annual capital

costs, including debt service, lease

payments, or comparable capital

financing costs, in accordance with

a reimbursement methodology for

determining standard appraised

values that began 4/1/88. This

replaces the department's previous

policy of capping the capital costs.

(HB 4242, 1988 Laws)

department to develop a short,

simplified pregnancy/pediatric

application of no more than 3

pages for newly eligible women and

children. (HB 4242, 1988 Laws)

Generic Druqs - Makes official the

Medicaid Drug Formulary

Committee, which has operated

since 1981. The Committee has

responsibility for developing the

formulary based on cost-effective

FDA-approved generics. (HB 4242,

1988 Laws)

Other Medicaid-Related Strategies

Private Donations from Hospitals - A Federal DHHS Grant Appeals Board decided in May 1988 to uphold HCFA's earlier decision to disallow

voluntary contributions from participating hospitals. The decision was based on the fact that contributing hospitals were receiving increased interim

payments (95% as opposed to lower interim ratos of between 60 and 90%) almost immediately, which negated the "voluntary" nature of the

contributions and the donations became instead "applicable credit" (essentially a discount in claims). The Board reduced the state's total

outstanding claims by the amount donated and upheld HCFA's request that the state's share of payments already made by HCFA (approx. $16.5

million) be repaid. The matter is still being contested by the state.

Alternative Reimbursement Study - Requires the Department to consider alternative reimbursement methodologies for all providers (under contract

with a private accounting firm), conduct hearings around the state to obtain public input, and provide monthly reports to the Joint Committee on

Government and Finance; a summary report is by the 1989 legislative session. (HB 4242, 1988 Laws)

Home and Community-Based Services - Creates a community care program for frail elderly, disabled or terminally ill individuals over age 60 who
are not Medicaid eligible and may include care management, comprehensive assessment and community and in-home services. To be administered

by the commission on aging with services paid on a sliding fee scale basis. (SB 180, 1988 Laws)

CON/Health Planning/Rate Regulation - Extends an existing an moratorium on CONs for additional SNF/ICF beds except for those that filed a letter

of intent before the law's passage or for replacement of existing beds to eliminate unsafe or substandard conditions. The law also formally

transferred health planning and rate setting functions to the Health Department, and establishes repeal date for the Health Care Cost Review

Authority for 7/91. (HB 2342, 1987 Laws)

Indigent Care & Uninsured Programs

Health Insurance for Small Employers - Creates a Small Business Health Insurance Initiative Program to make available affordable health insurance

to small businesses through a multiple small employer insurance pool. Small businesses are defined as those with 50 or fewer employees. Directs

the Public Employees Insurance Agency to develop and implement the program, which must contract with insurance carriers to offer plans or

reinsurance, address incentives for small business participation in the program, incorporate cost controls and ensure accurate and appropriate

marketing of the coverage to small businesses. Employer-employee premiums must be kept separate from other funds appropriated to the public

employees insurance fund. This legislation carries out the intent of the project sponsored by the West Virginia Legislative Task Force on Uncom-

pensated Health Care and Medicaid Expenditures, funded by the Robert Wood Johnson Foundation. The initiative targets the "44% of working

West Virginians and their dependents without health insurance". (HB 204-XX, 1988 Laws)
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WISCONSIN
Benefits Eligibility Reimbursement Administration and Management

Personal Care - Covers personal

care, provided by home health

agencies, county agency or

independent living centers that are

separately certified to provide

personal care, according to new

rules governing limits and prior

authorization requirements, eff.

7/88.

EPSDT Exams - Changes the

EPSDT (HealthCheck) periodicity

scheduleto make it consistent with

American Academy of Pediatrics

guidelines (total number of exams

increased from 12 to 20); also

added a number of tests that can

be performed during the

examination, eff. 1/88.

Generic OTC Drugs - Expands

coverage of generic OTC products,

including cough preparations,

ophthalmic lubricants when
prescribed by a physician (in

addition to currently covered OTC
analgesics, antacids, insulin, and

contraceptives), eff. 1/88.

Copayments - Revises copayment

amounts for allowed services and

sets a $30.00 cumulative

copayment limit per year, per -

physician, per recipient, eff. 1/88.

Also exempts personal care, case

managementand hospice services

from copayment requirements.

Day Treatment - Authorizes

coverage of daytreatment services

for alcoholics and other drug

abusers. (AB 662, Act 339, 1988

Laws)

Hospice - Authorizes coverage of

hospice services for all Medicaid

recipients, eff. 7/1/88 extending

through 7/31/89; coverage of

hospice will continueafterthattime

only for Medicare/Medicaid

eligibles and SNF/ICF residents. A
cost-effectiveness study of hospice

services for all Medicaid recipients

will prepared by 1/89. (AB 850,

Section 168, Act 399, 1988 Laws)

Pregnant Women and Children -

Expands eligibility to pregnant

women and infants under age 1

,

whose family incomes do not

exceed 1 20% ofthe federal poverty

line, with assets below $4,300;

pregnant women retain eligibility

throughout the pregnancy and up

to 60 days post-partum, regardless

of changes in family income, eff.

9/88. The maximum income level

will be increased to 1 27% of federal

poverty guidelines if the federal

maintenance of effort requirement

for AFDC payments is changed

(but this is not likely). (AB 5-XX, Act

413, Sections 27 and 34, 1988

Laws) Note: Those women who

are not eligible for AFDC will

receive prenatal care that is fully

state funded.

Pregnant Women - Implements the

presumptive eligibility program for

pregnant women, authorized in the

1987 budget act; eligible women
can receive ambulatory care from

qualified providers, eff. 7/88.

Work Transition - Permits continued

Medicaid coverage (for up to one

year) for participants in the

"workfare" program and anyone

else who has increased earnings,

as authorized in a federal welfare

reform waiver obtained by the

state, effective 2/89.

Hospitals - Implements the new

inpatient hospital reimbursement

system that bases the unit of

payment on a prospective,

hospital-specific average rate per

discharge as of 7/87 (and

proposes to modify this system to

useDRGsto adjust for case-mix as

of 7/90); prospective payment

system provides for supplemental

payments for cost outlier cases,

adjustments for capital, and audit

effectiveness. Continues outpatient

hospital rate-per-visit

reimbursement. Adds provisions for

solecommunity providers, allowing

for enhanced capital

reimbursement to certain hospitals,

eff. 1/88. Modifies qualifications

and payment adjustment formula

for hospitals serving a

disproportionate share of the poor

to comply with new federal

requirements, eff. 9/88.

Hospices - Requires rules to be

issued limiting aggregate payments

made to hospices. (AB 850,

Section 168i, Act 399, 1988 Laws)

Crossover Claims - Implements a

provision in last year's budget act

limiting Medicaid reimbursement for

Medicare Part B coinsurance to the

maximum allowable fee under

Medicaid less the Medicare

payment for services (e.g.

physician, therapy, DME,
transportation) provided to dually

eligible enrollees, eff. 7/88.

Nursing Home Oversight - Requires

(rather than permits) announced

and unannounced inspections of

nursing homes; mandates

enforcement of nursing home

minimum daily staffing

requirements, with certain

exceptions (no changes made in

the state's staffing requirements);

also requires a report, by 1 0/88, on

the methodology for changing the

Medicaid payment formula to

modify employee wages and a

study on the LTC reimbursement

formula, by 12/88. (AB 636, Act

127, 1987 Laws)

Hospital Admissions Review

Requires determination of medical

necessity by a medical peer review

organization under contract with

the department, for any admissions

for IP hospital psychiatric care,

including alcohol and other drug

abuse services, eff. 1/89. Requires

a report by 11/91 on the cost-

effectiveness of this requirement.

(AB 850, Section 172m, Act 399,

1988 Laws)

Personal Care COPs - Authorizes

the department to promulgate rules

(issued 7/88) for certification of

providers of personal care services

under Medicaid other than home

health agencies, including county

departments and independent living

centers. (AB 850, Section 3024-

10m, Act 399, 1988 Laws)

Nursing Home COPs - Requires

each county to have at least 3

Medicare certified nursing home

beds per 1 ,000 persons aged 65

years and older, with allowances

for some exceptions; each SNF

without Medicare-certified beds is

subject to a fine for each day the

county is out of compliance with

the requirement, eff. 7/88.

Medicare Payments - Implements

the "Medicare maximization

project", designed to file appeals

for Medicare payment coverage,

eff.11/88.
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WISCONSIN continued

Other Medicaid-Related Strategies

LTC Initiative - Permits Medicaid reimbursement of counties' costs for assessing and providing case planning services to Medicaid patients

participating in the On Lok replication initiative. On Lok is a San Francisco based demonstration program that blends Medicare, Medicaid and

private funds to provide a full range of services, on a capitated basis, to a population in need of long-term care. (AB 850, Section 144h, Act 399,

1988 Laws)

Prenatal Care Outreach - Requires an outreach program to educate low-income pregnant women about prenatal care and the availability of

Medicaid and other publicly funded prenatal services (funded by MCH Block Grant). (AB 850, Section 148c, Act 399, 1988 Laws)

Risk Pool - Permits those individuals who terminate coverage under the high risk pool because they become eligible for Medicaid, to qualify for

coverage under the risk pool without having to wait the 12 months that would otherwise be required for those voluntarily terminating. (AB 802,

Act 239, 1988 Laws)

Mental Health - Provides state funding and modifies the terms (reimbursement rates, limits on facility payments, etc.) under which state "com-

munity aids funding" can be used to support Medicaid recipients ages 21 to 64, residing in a facility found to be an institution for mental disease

(IMD). Provides both for continued placement of persons in IMDs and for community-based services for persons relocated from a nursing home

at risk of being determined an IMD. (AB 850, Sections 157i - 165, FY 88 Budget Act, 1988 Laws)

Substance Abuse - Requires submission of a plan for a managed care system for Alcohol and Other Drug Abuse services by 9/1/88. (AB 850,

Section 51, Act 339, 1988 Laws)

Indigent Care & Uninsured Programs

Pilot Programs for the Uninsured - Requires the Department of Health and Social Services to conduct three pilot projects for the uninsured, which

will make subsidies available for persons without health insurance whose income is below 175% of the federal poverty line. The pilots include:

1) a group plan to provide subsidies for low-income working individuals to purchase health insurance offered by their employers, 2) an employed

individual plan to subsidize low-income workers in firms that offer group insurance to their employees for the first time (this plan is one of the

projects funded by the Robert Wood Johnson Foundation); and 3) an alternative coverage plan to provide subsides for people with existing health

conditions or disabilities to obtain coverage through Medicaid. The projects will be evaluated to determine cost-effectiveness, if they help public

assistance recipients obtain jobs, and whether they increase the availability of health insurance coverage. Appropriations for the first year of the

pilots are approximately $800,000 to cover the costs of subsidies for an estimated 1 200 individuals, and administrative expenses. (AB 5-XX, Special

Session, Act 413, 1988 Laws)

Hospital Uncompensated Care Reporting - Beginning in 1990, requires the newly established Office of Health Care Information to annually report

on the number of patients to whom uncompensated health care services were provided by each hospital and the total costs of these services

in the preceding year, along with projections for numbers of patients and costs for the ensuing years; also requires annual reports on the number,

nature of coverage, and costs of health care coverage plans covering residents, on a regional and statewide basis. (AB 850, Section 403mhg, Act

399, 1988 Laws)

WYOMING
Benefits Eligibility Reimbursement Administration & Management

Emergency Services - Adds

coverage for emergency hospital

services in uncertified hospitals

(formerly covered only in

Medicaid-certified hospitals), eff.

1/1/88.

Prescription Drugs - Adds coverage

of prescription drugs, eff. 7/1/88.

Formerly, prescription drugs for

Medicaid recipients were paid for

with state-only funds; budget

shortfalls led the state to add this

Pregnant Women and Children -

Authorizes expanded coverage of

pregnant women and children, up

to age one, in families with incomes

up to 100% of the federal poverty

level. Waives assets test and

provides continuous eligibility

throughout pregnancy. Scheduled

to take effect 12/1/88. (Authorized

in FY 89-90 Biennium Budget Act

for the fiscal year starting 7/1/88)

Work Transition - Increases length

Hospital Preadmission Review -

Requires preadmission review ofall

hospital stays except obstetrical

care by a professional review

organization, eff. 10/1/87.

Emergency admissions must be

reviewed on the next working day.
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WYOMING continued

Benefits Eligibility Reimbursement Administration & Management

optional service to save state funds

and qualify for federal matching

dollars; uses an open formulary

with a few exceptions, reimburses

at maximum allowable costs, does

not cover less than effective drugs;

would cover Retrovir (AZT) for AIDS

patients.

of time from 9 months to 15

months for AFDC families that can

remain eligible for Medicaid when

eligibility is lost due to obtaining

employment, eff. 7/1/88.

Children - Increases aae of

children eligible for Medicaid in

AFDC households from age 18 to

through age 20, eff. 7/1/88.
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APPENDIX

RECENT FEDERAL LAWS AFFECTING MEDICAID AND INDIGENT CARE

INTRODUCTION

Several federal laws affecting Medicaid or indigent care were enacted during the period from

September 1987 to the end of the 100th Congress in October 1988. As in previous years, major policy

changes affecting Medicaid were made as part of budget law - in this case the Omnibus Budget Recon-

ciliation Act of 1987 (OBRA-87), Public Law 100-203, signed into law on December 22, 1987. In addition,

several Medicaid-related amendments were incorporated into the Medicare Catastrophic Coverage Act

of 1988, Public Law 100-360, signed into law on July 1, 1988. Both laws made a number of significant

changes in federal Medicaid rules -- primarily expanding eligibility underthe program for pregnant women
and children, as well as aged and disabled individuals with family incomes below the federal poverty level.

Both also included major revisions in nursing home conditions of participation.

In addition, the Medicare and Medicaid Patient and Program Protection Act of 1987, Public Law
1 00-97, signed into law on August 19,1 987, strengthened certain fraud and abuse provisions in the Social

Security Act. Finally, Congress reformed the welfare program and in the process made provisions for

assuring Medicaid coverage to certain groups of the poor, in the Family Support Act of 1 988, Public Law
100-485, signed into law on October 13, 1988.

The major provisions of all four laws are summarized below to serve as a handy reference for

individuals who need a brief overview of new requirements that all state Medicaid agencies or participat-

ing providers must abide by, and new options available to states that wish to take advantage of them. Note

that some of the provisions, especially the technical amendments, are not included in this summary. In

order to be consistent with the format of this report, provisions of OBRA-87 are listed according to the

Medicaid category they affect (e.g., benefits, eligibility, reimbursement, administration, demonstration

projects and other special provisions). Provisions that are directly related to indigent care or the uninsured

are noted with asterisks (***) in the headings. The section numbers of the law are listed should readers

need to find the complete text of the law, found in the Congressional Record volumes listed in References
and Sources at the end of the appendix.

I. OMNIBUS BUDGET RECONCILIATION ACT OF 1987 (P.L. 100-203)

Although the annual budget bill is geared toward achieving deficit reduction, all of the changes
in the law affecting Medicaid will increase spending by the federal government and the states. Medicaid
provisions in this act extend options available to the states to cover pregnant women and children living

in households with incomes above the federal poverty line (up to 185% of poverty), strengthen

requirements to reimburse hospitals serving a disproportionate share of the poor, and adopt a host of new
standards for nursing homes that will help to improve the quality of care provided to residents. Effective

dates of the provisions are July 1, 1988, unless otherwise noted.

A. Benefits

1. Physician Services (Section 4103) - Requires states to reimburse dentists for services covered in the

state Medicaid plan as physician services, if by state law dentists can perform those services (even if

dental benefits are not specifically covered by the state). Effective January 1, 1988.

2. Clinic Services for the Homeless (Section 4105) - Allows states to pay for services provided by clinic

staff to eligible homeless individuals at shelters, soup kitchens and other off-site locations (rather than in

the clinic itself as HCFA formerly interpreted the law).
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3. Organ Transplants (Section 41 1 8d) - Clarifies previous law that required states to treat "similarly situated

individuals" alike with regard to organ transplant coverage opted by the state. This provision requires that

if states cover organ transplants, the services must be sufficient in amount, duration and scope to achieve

their purpose. Congressional conferees noted that "a state may require a reasonable expectation of

therapeutic benefit from an organ transplant, provided such requirement is applied uniformly."

B. Eligibility

1 . Pregnant Women and Infants (Section 41 01 a) - Allows states to extend Medicaid eligibility to pregnant

women and infants up to age one with incomes up to 185% of the federal poverty level. States have the

option of choosing any percentage of the federal poverty level between 1 00 and 1 85%, but if they choose

a level exceeding 1 50%, they can charge the woman a monthly premium, which cannot be more than 1 0%
of the family income that exceeds 150% of the federal poverty level.

2. Children (Section 4101b & 4201c) - Allows states to extend Medicaid coverage to children up to age
five, who live in families with incomes up to federal poverty level. Also allows states to cover children

under ages six, seven or eight (to be decided by the state) born after September 30, 1983, in families

whose incomes are up to the federal poverty level. States are required to cover children through age 5

in FY 89 and age 6 in FY 90 in families who meet the state's AFDC income and resource standards.

3. Optional Coverage of SSP-only Recipients (Section 4104) - Allows states that provide Medicaid

coverage to persons receiving only supplementary state payments, i.e., not receiving SSI, currently

allowed in 33 states, to determine countable income using more restrictive deductions from income than

federal SSI rules employ (previous law permitted only the same or more liberal income deductions).

4. Medically Needy Income Levels (Section 4106) - Allows the state of California to continue using a

medically needy income level for couples, one of whom is either aged or disabled, at a level that does
not exceed the AFDC payment standard for a family of three. This has been the subject of a lawsuit that

the U.S. Supreme Court agreed to hear; the results of the case will have implications for other states that

might like to use this option. Effective on enactment. Note: The Medicare and Medicaid Patient and
Program Protection Act of 1 987 also contains a clarification of the Medicaid moratorium that was included

in the Deficit Reduction Act of 1984 pertaining to medically needy income levels. The new law protects

states from being penalized by DHHS if their medically needy income and resource eligibility rules are

more lenient compared to those that are used for the AFDC and SSI programs. This was then codified

in a conforming amendment in the Medicare Catastrophic Coverage Act, which also extended this

protection to income and resource methodologies used for Medicaid categorically needy programs and
those used by 209(b) states.

5. Medically Needy Incurred Expenses *** (Section 41 1 8h) - Requires HCFA to permit states to allow as

incurred expenses needed to qualify for the medically needy spend-down (in states with a medically

needy program) those medical expenses that are reimbursed by a state indigent care program. Thus, a

person applying for Medicaid as a medically needy recipient may include as incurred expenses those
which were later reimbursed under the state's indigent care program.

C. Reimbursement

Payments to Disproportionate Share Hospitals *** (Section 41 1 2) - Strengthens current law requiring state

Medicaid hospital reimbursement methodologies to make adjustments in payments for hospitals that serve

a disproportionate share of low-income (Medicaid and charity care) patients. When a study submitted by

HCFA to Congress in January 1987 showed only 15 states had defined "disproportionate share" and
actually made extra payments to hospitals, this section of law was amended to make sure all states made
disproportionate share payments.

The new provision requires all state Medicaid agencies to submit a plan by July, 1988 defining

disproportionate share hospitals and providing for an increase in the rate paid to hospitals. Minimum
definitions and payment standards are defined in the new statute; this means, for example, that a

96



disproportionate share hospital must have a Medicaid utilization that is greater than one standard

deviation above the average for hospitals throughout the state, or has a low-income (Medicaid and charity

care) utilization rate greater than 25%. States may establish standards more liberal than this. In making

payment adjustments, states must either use the Medicare disproportionate share adjustment percentage

or a minimum extra payment or some percentage reflecting the hospital's excess Medicaid use rate. To

qualify for the disproportionate share adjustment, hospitals must have at least two obstetricians with staff

privileges who agree to provide obstetrical care to Medicaid recipients.

D. Administration & Management (for Nursing Home Reforms - see Section II)

1. HMO Technical Amendments (Section 4113) - Permits a higher federal match rate (75%) for the

required Medicaid quality review by a peer review organization other than a Medicare-contracting PRO.

Clarifies that Medicaid HMO enrollees have freedom of choice of family planning services (they can go

outside the plan for them). Permits HMOs with waivers from the required 75% maximum
Medicare/Medicaid enrollment to lock-in enrollees for 6 months or guarantee eligibility for 6 months.

2. Delay in Quality Control Sanctions (Section 4117) - Prohibits DHHS from applying fiscal sanctions on

states for benefit payments made in error, prior to July 1, 1988.

E. Other Medicaid Strategies (Special Projects and Waivers)

1. New Home and Community-Based Services Waiver Program (Section 4102) - In an effort to resolve

controversies over the administration of the home and community-based waiver program established in

section 2176 of the 1981 OBRA legislation (section 1915(c) of federal law), this provision adds a new type

of waiver program, under section 1915(d). This type of waiver allows states to provide services such as

case management, homemaker/home health aide services, adult day health services, respite care and
other services to elderly individuals who require nursing home level of care and are at risk of institu-

tionalization to allow them to remain in the community. The program differs from the other waivers by

limiting them to the elderly (whereas others can serve the physically or developmentally disabled,

mentally ill or AIDS patients). In addition, under a "budget neutrality" formula, states are limited to a

maximum 7% annual rate of growth in total long-term care expenditures (institutional and home or

community-based), spent on all elderly individuals until 1990. A formula must be established by DHHS
to test whether states have met these requirements. After that maximum is achieved, the state must pick

up all the costs for the aged population. After 1 990, the 7% cap becomes a floor. The state of Oregon is

the only state so far to have applied for this waiver.

2. Medicaid Waiver for Hospice Care of AIDS Patients (Section 41 14) - Permits hospices to seek a waiver,

for Medicaid services only, to allow them to provide more than 20% of total days of care provided to AIDS
patients on an inpatient basis (for all other patients, 20% inpatient days is the maximum allowed). Effective

on enactment.

3. Increase in Model Waiver Slots (Section 41 1 8) - Lifts the limit on the number of disabled children who
can be provided with home and community-based services from 50 to 200.

4. New York Maternity and Newborn Care Pilot Program (Section 4104) - Permits the state of New York

to conduct a 3-year demonstration project to test a Prenatal/Maternity/Newborn Care Pilot program as an

alternative to Medicaid benefits for non-Medicaid eligible women. Authorizes the Secretary of DHHS to

waive any Medicaid requirements that would prevent effective operation of the program; the state must
assure quality of care and conduct an evaluation of the program.

5. HMO-Related Provisions (for New Jersey and New York) (Section 41 13) - Allows certain prepaid health

plans, including the Garden State Health Plan (operated by the New Jersey Medicaid agency) and the

Metropolitan Health Plan HMO (operated by New York City public hospitals) to be treated in the same
manner as federally qualified HMOs under certain circumstances or for purposes of continuing HMO
enrollment when the recipient become ineligible for Medicaid.
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6. State Demonstration Programs (Arizona and Washington) (Section 4115) - Requires DHHS to renew

the Arizona AHCCCS Medicaid demonstration project waiver through September 30, 1989 (it was set to

expire in September, 1988). Also requires DHHS to waive Medicaid requirements for statewideness and

enrollment and premium fee requirements in order to allow the Washington State Family Independence

Program to be implemented.

II. NURSING HOME STANDARDS REFORMS IN OBRA-87 (P.L. 100-203)

Some of effective dates of the nursing home reform provisions were changed in the subsequently-

enacted Medicare Catastrophic Coverage Act; the effective dates noted below reflect the latest changes.

A. Requirements for Nursing Facilities (Section 4211)

Effective October 1 , 1 990, amends Medicaid conditions of participation (COPs) for nursing homes
so that the distinctions between skilled nursing facilities (SNFs) and intermediate care facilities (ICFs) are

eliminated. After that time, just the term "nursing facilities" will be used. This will not affect COPs for

intermediate care facilities forthe mentally retarded (ICFs-MR) orfor institutions for mental disease (IMDs).

Nursing facilities are defined as those providing skilled nursing care for residents who need medical or

nursing care or rehabilitation services for injured, disabled or sick persons. For the most part, the new
provisions described below will also apply to nursing homes participating in the Medicare program.

1. Provision of Services : Nursing facilities must meet these requirements:

a. Promote the maintenance or enhancement of the quality of life for each resident.

b. Maintain a quality assessment and assurance committee.

c. Provide services and activities that allow the resident to attain or maintain their highest level

of functioning and well-being, according to a written plan of care.

d. Conduct a comprehensive, accurate, standardized, reproducible assessment of each resident's

functional capacity, coordinated by a registered nurse (with penalties for falsification), within 4
days of admission to the facility; the resident must be reviewed at a minimum once every 3

months to assure continuing accuracy of the assessment.
e. Prohibit admissions of any new resident who is mentally ill or mentally retarded, unless the

state mental health agency or the state mental retardation authority determines the person needs
a nursing facility level of care and advises on the need for active treatment of the individual.

f. Provide or arrange for services, including: nursing and rehabilitative services, medically-

related social services, pharmaceutical services, dietary services, program activities of interest

to residents, and routine dental services.

g. Make sure that the facility staffing includes a registered nurse on duty at least 8 hours per

day, 7 days per week and have a licensed nurse on duty 24 hours a day, 7 days a week. States

can waive these stipulations if facilities can prove that they are unable to recruit staff, that resi-

dents' health and safety is not endangered, and that an RN or physician is on call to the facility.

h. Forbid employment of any nurse aides who have not completed the required training and
competency evaluation programs after four months of work.

i. Ensure supervision of every resident's care by a physician and availability of physicians for

emergencies, and maintain clinical records on all residents.

j. Provide at least one full-time social worker in facilities with more than 120 beds.

2. Residents' Rights

Nursing facilities are obligated to protect and promote residents' rights including the rights of free

choice, freedom from restraints, privacy, confidentiality, accommodation of needs, voicing grievances,

participation in resident and family groups, participation in social, religious and community activities,

examination of survey results, and any other rights established by the Secretary. Residents must be

informed of these rights upon their admission.
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Transfers and discharges can only be made under specific conditions, upon written notice to the

resident or their representative. Each facility must inform Medicaid recipients of their right to return to the

facility if they are transferred to a hospital for a certain period of time (the so-called "bed-hold" policy

established by the state's Medicaid agency). Transfers, discharges and services in general cannot be

provided differentially to persons based on their source of payment.

Facilities must follow admissions policies that do not discriminate against Medicaid recipients or

potential Medicaid applicants through such practices as requiring third party guarantee of payment,

waiving rights to apply for Medicaid or soliciting payments in excess of Medicaid reimbursement rates.

B. Federal and State Responsibilities to Monitor and Assure Quality of Care and Resident Rights

(Sections 421 1 and 4212)

States must, as a condition of approval of their Medicaid state plan, comply with the following:

1. Specify and approve nurse aide training and competency evaluation programs, eff. 1/1/89, and review

and reapprove such programs by 1 /1 /90. DHHS must establish requirements for approval of the programs.

2. Establish and maintain a registry of all persons who have satisfactorily completed a nurse aide training

and competency evaluation program, eff. 1/1/89.

3. Provide for hearing appeals for residents who are involuntarily transferred or discharged, eff. 10/1/89.

DHHS must establish guidelines for minimum standards for these appeals procedures.

4. Implement and enforce nursing facility administrator standards, eff. 7/1/89. DHHS must establish criteria

for assessing nursing facility compliance.

5. Specify the instrument to be used by nursing facilities to assess resident's, eff. 7/1/90. DHHS must
specify the minimum data set for use by nursing facilities and design one or more assessment
instruments for states' use.

6. Develop and periodically update a written notice of rights and obligations of nursing facility residents,

eff. 4/1/88.

In general, states are required to take into account the cost of all additional requirements for

nursing facilities in setting payment rates, which must be reflected in state Medicaid plans as approved
by DHHS, by April 1, 1990.

Preadmission Screening for Mentally III and Mentally Retarded

Effective January 1 , 1 989, each state must have a preadmission screening program for all persons
with a primary or secondary diagnosis of mental illness (excluding a primary diagnosis of dementia such
as Alzheimer's disease) or mental retardation to determine whether placement in a nursing home is

appropriate. As of April 1 , 1 990, states must review all mentally ill or mentally retarded persons in nursing

facilities to determine whether continued placement is appropriate and must arrange for the discharge

and active treatment of residents for whom a continued admission is inappropriate.

Patients residing in a facility for more than 30 months must be given a choice of staying in the

facility or being discharged and receiving Medicaid-covered services in anothersetting. If the person stays

in the facility and receives active treatment, federal Medicaid matching funds are available only for

standard nursing care, not for active mental health treatment. DHHS must develop minimum criteria for

states' use in making determinations and monitor state activities in discharging mentally ill or mentally

retarded individuals residing in nursing homes and seeking active treatment.

Survey and Certification Process

The act spells out federal and state responsibilities for monitoring nursing facility compliance with

all requirements and conditions of participation. The Secretary of DHHS is responsible for surveying state-

owned and operated nursing facilities while states are responsible for certifying compliance by all other

nursing facilities. States are responsible for setting up a system to investigate allegations of abuse and

neglect by residents of nursing facilities.
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Nursing facilities will be subject to an unannounced survey (informers of a planned survey will be

subject to civil money penalties), conducted according to standard procedures spelled out in the act that

assess quality of care, accuracy of resident assessments, adequacy of care plans, and assurance of

resident rights. Facilities must be surveyed no later than 15 months after the previous survey with the

statewide average interval between surveys of homes no greater than 12 months. Surveys must be con-

ducted no later than 2 months after a change in ownership or management of a nursing facility or change

in the director of nursing. Facilities found in violation of regulations in the standard survey must undergo

an extended survey to identify the causes of substandard care; a correction plan must be developed. Both

standard and extended surveys must be based on protocols developed by HHS and conducted by

multidisciplinary teams. Federal oversight of state performance of the survey and certification process will

be conducted through on-site "validation" surveys of at least 5% of the facilities surveyed each year.

The results of surveys must be publicly posted. Various agencies and individuals must be notified

when facilities are found out of compliance with standards, including the state long-term care

ombudsman, each resident's physician and the state board that licenses nursing home administrators.

C. Enforcement Process (Section 4213)

States' enforcement powers to assure compliance or penalize violators of requirements are

expanded under this act. Intermediate sanctions, previously adopted by states, are specifically authorized

in federal law. Previously, states had to close down facilities and/or transfer residents when facilities were
found to place the health or safety of residents in jeopardy. Now, facilities that pose an immediate danger
to residents can be placed under temporary management while improvements are made. Civil money
penalties may be assessed. The state can deny payments for new Medicaid admissions. In addition to

these penalties, states may establish programs that provide incentives for high quality care that can

include public recognition or incentive payments or both.

III. MEDICARE CATASTROPHIC COVERAGE ACT OF 1988 (P.L. 100-360)

Passage of this legislation will bring about the most significant changes in the Medicare program
since it was enacted in 1 965. This overview does not summarize all the changes in the Medicare program
(contained in other references listed at the end of this appendix), although many of those changes will

affect Medicaid coverage for those beneficiaries who are eligible for both programs. For example, a limit

of one hospital deductible per year as of 1989, rather than a deductible for each admission, and
elimination of coinsurance for inpatient stays longer than 60 days will result in savings to Medicaid, which
previously paid those deductibles and coinsurance. In addition, an extension of Medicare's coverage of

skilled nursing care from 100 to 150 days and reduction in the days requiring coinsurance, will relieve

Medicaid of some liability for those dual eligibles needing care in a skilled nursing facility.

One of the features of greatest significance to Medicare beneficiaries and to Medicaid agencies
paying premiums, deductibles and coinsurance for elderly people with incomes up to the poverty level,

is Medicare's new coverage of outpatient drugs. Beginning January 1, 1991, Medicare will cover all

prescription drugs after a $600 annual deductible is met; coinsurance requirements starting at 50% of the

cost of drugs and dropping to 20% after 1993 will also apply. Besides outpatient drug coverage, the

legislation authorizes two other new Medicare benefits: mammography screening for elderly and disabled

women and coverage of in-home respite care for up to 80 hours per year. The new or expanded
Medicare benefits will result in savings to many or most state Medicaid programs. However, several other

provisions, described below, are likely to add substantial new costs to most Medicaid agencies' budgets.

The remainder of this summary covers those aspects of the legislation that pertain specifically to

the Medicaid program. The reader should note that there were many technical amendments to the

Medicaid program included in the law, which may have significant impact on the program. For example,

an Institution for Mental Diseases (IMD) is now defined as any institution with more than 16 beds primarily

involved in providing treatment or care of persons with mental diseases. This is significant because
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people living in small group homes may now become eligible for Medicaid outpatient services. Most of

these changes are not summarized here, however; readers who need to know more about these types

of provisions are referred to the summary of the law by the American Public Welfare Association, listed

in the references section at the end of this appendix.

A. Medicaid "Buy-In" of Premiums and Cost Sharing for Poor Elderly (Title III, Section 301)

Prior to the passage of this legislation, states were allowed to cover the premiums, deductibles

and coinsurance for Medicare beneficiaries whose incomes were no greater than 100% of the federal

poverty level (approximately $5,770 for an individual over age 65 in 1 988). This legislation requires states

to cover these individuals, as long as their assets are no more than twice the standards set by the

Supplemental Security Incpme program (SSI), which was $5,700 for an individual in 1988. This will be

accomplished on a phased-in basis, with states required to cover those with incomes up to 85% of poverty

in January 1 989, 90% in 1 990, 95% in 1 991 , and 1 00% in 1 992. (Five states whose SSI standards are more
restrictive than the federal government's were given an extra year to complete the phase-in.) States using

income standards higher than the required amounts will continue to receive federal matching funds for

their coverage.

The act also requires states to cover drug-related premiums, deductibles and coinsurance for

those Medicare beneficiaries with incomes below the amounts listed above when the Medicare drug

benefit begins on January 1, 1991. As an alternative, states are allowed to cover drug benefits for dual

enrollees in the same amount, duration and scope as they provide to categorically eligible Medicaid

recipients, before the annual deductible amount is reached.

B. Medicaid Coverage for Pregnant Women and Infants Below Poverty (Title III, Section 302)

Previously, states were allowed to cover pregnant women and infants, up to age one, in

households with incomes up to the federal poverty level. More than forty states adopted or authorized

coverage of these individuals under their Medicaid programs. This legislation requires states to cover

people in these two groups on a phased-in schedule; as of July 1, 1989, states must cover infants up to

age one and pregnant women at or below 75% of the federal poverty level. As of July 1 , 1 990, this moves
up to 100% of the federal poverty level. States are further prohibited from reducing their AFDC payment
and eligibility levels below those in effect on May 1, 1988.

This section also requires states that have fixed durational limits on the length of inpatient stays

that are covered by the Medicaid program, to permit exceptions to these limits for medically necessary

hospitalizations of infants under one year of age, so long as they are cared for in a facility that qualifies

as a disproportionate share hospital (see definitions under OBRA-87). States that pay hospitals on a

prospective basis must amend their state plans to allow for an outlier adjustment for infants whose care

(delivered on or after July 1, 1989) involves exceptionally high costs or long lengths of stay.

C. Eligibility for Nursing Home Residents & Spousal Impoverishment (Title III, Section 303)

This section revises a set of rules governing the amount of a couple's income and resources that

can be reserved for the community spouse of an institutionalized Medicaid recipient. Formerly, this

amount fell below the federal poverty level, leading to the problem known as "spousal impoverishment".

1. Treatment of Income and Resources - The act establishes rules that supercede state laws related to

community property or division of marital property. The income of the community spouse is considered

unavailable to the institutionalized spouse during any month in which the spouse is in the facility. After

eligibility for Medicaid is established, income paid to both spouses is divided equally. Resources held by

either or both spouses are also divided equally (except that the couple's house and personal goods are

not considered countable resources).

As of September, 1989, the community spouse will be permitted to retain a minimum monthly

maintenance allowance of $786 in income (representing 1 22% of the federal poverty level for a family of
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two) plus an "excess shelter allowance" which includes the community spouse's expenses for rent or

mortgage and utilities. The maximum monthly maintenance allowance cannot exceed $1 ,500 per month,

except where a higher level is established through a fair hearing process or by court order. The
community spouse may also retain at least $12,000 in assets, regardless of whether assets are held in

the name of the institutionalized spouse. The minimum monthly maintenance allowance will increase

annually so that it will represent 133% of poverty in July 1991 and 150% of poverty in July 1992. States

are allowed to raise the asset limit all the way up to $60,000. Resources in excess of $12,000 (or the

amount chosen by the state) are considered available for the support of the institutionalized spouse.

This section reinstates a policy that HCFA attempted to modify earlier in 1988. Medicaid eligible

nursing home residents must be allowed to deduct costs of medical care that are not covered by

Medicaid from their income before contributing any income toward the cost of nursing home care. States

continue to have the authority to place "reasonable limits" on residents' expenditures for medical care,

such as those prescribed by a physician.

2. Transfer of Assets - Requires states to make institutionalized residents ineligible for Medicaid if they

have disposed of resources, within a period of 30 months prior to application for Medicaid, for less than

the fair market value of the asset. This does not apply to a house transferred to a spouse, a child under

21 years of age, a disabled or blind adult child, an adult child living in the house for at least two years

before the parent was admitted to the facility and who cared for the parent, or a sibling who has equity

in the house and lived in the house for at least a year before the person was institutionalized.

If a transfer occurred that was for less than fair market value, the institutionalized person will be
considered ineligible for Medicaid for the full 30 months or a period equaling the total uncompensated
value divided by the average monthly cost of care in a nursing facility for a private paying patient.

Exceptions to the transfer of assets rules apply when the person can prove that reasonable attempts were
made to obtain fair market value or the assets were disposed of for other purposes than obtaining

Medicaid. This provision applies to resources transferred on or after July 1, 1988 with applicable state

laws governing resources transferred before that date.

IV. MEDICARE AND MEDICAID PATIENT AND PROGRAM PROTECTION ACT OF 1987 (P.L. 100-93)
(Effective September 2, 1987)

A. Civil Money Penalties

Adds a number of actions for which persons submitting false or misleading claims to Medicare
or Medicaid can be held liable for penalties of up to $15,000 (up from $2,000), including: 1) items or

services the person "knows or has reason to know" were false or fraudulent, 2) physician's services that

the person "knows or has reason to know" were furnished by someone who was not licensed as a

physician, or who falsely held themselves out as a board-certified medical specialist, 3) violations of the

Medicare prohibition on charging Medicare beneficiaries for covered inpatient services, or 4) claims

submitted during a period when the provider was excluded from Medicare or Medicaid.

Other amendments authorize the Secretary of DHHS to bring a court action enjoining the person
from performing activities that are subject to civil money penalties and requires the Secretary to notify the

state Medicaid agency of the imposition of civil money penalties while allowing a state to share in an

increased portion of any Medicaid recovery.

B. Program Exclusions of Providers

Requires the Secretary of DHHS to exclude providers from Medicare, and to direct a state to

exclude providers from participating in any state health care program (including Medicaid, Maternal and
Child Health Block Grant, Social Service Block Grant, etc.), who are convicted of fraud, convicted under
any federal or state criminal law, or convicted of patient abuse or neglect. Expands the authority of DHHS
to exclude providers on such grounds as criminal convictions related to controlled substances, revocation
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or suspension of a license to practice, and other activities subject to civil or criminal penalties. Specifies

14 instances in which a provider may be excluded from the program, one of which may be claims for

unnecessary services. Formerly, this constituted grounds for provider "lock-outs" or temporary suspension

from the program. The "lock-out" was eliminated by this act, as providers may be now excluded for this

violation.

Allows states to create other grounds for imposing exclusions under their own state law. Also

requires states to exclude from Medicaid participation any HMO or case management program, that could

have been excluded by Medicare due to conviction of the owner or manager for certain crimes or who
have contracts with providers convicted of these crimes. Note: A later technical amendment in OBRA-
87 allows states to exclude providers who have already been excluded from Medicare from participating

in Medicaid for a longer period of time than under Medicare.

C. Criminal Penalties

Makes the criminal statute punishing Medicaid false claims applicable to Medicare, the Maternal

and Child Health Block Grant, and the Social Services Block Grant. Also requires the Secretary of DHHS
in consultation with the Attorney General to issue rules specifying payment practices such as "kick-backs"

that may or may not be considered criminal offenses.

D. State Licensing Sanctions

Requires state Medicaid agencies to report to the federal government licensing sanctions, such

as revocation, suspension, censure or probation, that are taken by the state's licensing agency against

providers. States would also have to report the results of any proceedings involving providers that end
in the voluntary surrender pf the license or the provider leaving the state. This information will be shared

with other federal agencies, with other state licensing agencies and Medicaid fraud control units, and
other agencies as appropriate.

V. FAMILY SUPPORT ACT OF 1988 (P.L. 100-485)

After years of repeated attempts to adopt reforms of the nation's public welfare system, Congress
has approved a plan that will require states to create education, training and employment programs to

enable welfare recipients (those receiving Aid to Families with Dependent Children, or AFDC) to become
gainfully employed. Participants in the new program, called JOBS (Jobs Opportunities and Basic Skills)

must be provided with child care, transportation and other support services. The law also contains many
new requirements for states to enforce child support orders.

1 . Work Transition Coverage - The most important Medicaid-related provision in the law (in Section 303)
requires states to continue Medicaid coverage for 12 months for families who received AFDC in three of

the previous six months, but became ineligible for assistance because of increased work hours or

increased earnings, or due to expiration of the earned-income disregards. This provision will take effect

starting April 1 , 1 990. During the first six months of extended coverage, states can pay the family's health

insurance premiums, deductibles and coinsurance for coverage available through the worker's employer
health plan, if one is offered, or through any other state-sponsored health insurance plan, as an alternative

to Medicaid. During the second six months of extended Medicaid coverage, states have the option to

offer less than a full Medicaid benefits package and can enroll the individual in a private group plan or an

HMO. Families whose incomes exceed 185% of the federal poverty level would not qualify for this

assistance. Those with family incomes between 100% and 185% of the poverty guidelines could be
charged a premium during the second six-month period, but the amount cannot exceed 3% of the family's

gross monthly earnings.

2. AFDC for Unemployed Parents - Under another Medicaid-related provision (Section 401), states will

be required to provide cash assistance to two-parent families whose income is below AFDC standards

because the principal wage-earner is unemployed. Coverage of the so-called AFDC-UP families along with
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Medicaid benefits is currently offered on an optional basis by 27 states and the District of Columbia (and

four other states provide Medicaid-only to AFDC-UP families); the remaining 23 states will have to provide

cash and Medicaid assistance to such families by October 1 , 1 990. States can opt to provide cash benefits

for as few as six months, but would have to continue providing Medicaid coverage for all family members
as long as they remained income-eligible.
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