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INTRODUCTION

The last five years of the decade of the Seventies experi-

enced average annual increases in Medicaid costs in excess
of 15 percent. In FY 81 federal and state contributions for

Medicaid totaled $29.8 billion, an 18.1 percent increase over
the $25.2 billion spent during FY 80. In the past few years
Medicaid has become the most rapidly increasing item in

many state budgets. Growth in total state revenues has been
outpaced consistently in the recent past by the average an-
nual increase in Medicaid expenditures. Hence, it is not sur-

prising that controlling the rate of growth in Medicaid outlays
became the dominant health policy priority in a majority of

states during 1981 and 1982. Nevertheless, recent evidence
seems to confirm that state cost containment efforts have
paid off dramatically. Federal and state Medicaid payments
for FY 82 were $32.7 billion, representing only a 9.8 percent
increase over the previous fiscal year.

This survey is the third and final update of proposed and
adopted changes in state Medicaid programs for 1982. The
survey is the product of a joint effort between the Intergovern-
mental Health Policy Project (IHPP) at George Washington
University and the National Governors' Association's State
Medicaid Program Information Center. Both IHPP and NGA's
Center have been collecting and sharing information on
significant Medicaid cost containment strategies since
January of 1981

.

Last year's surveys revealed that during 1981 more than
30 states took some action resulting in reductions or limita-

tions on either benefits, eligibility or provider reimbursement.
Although 1982 witnessed about the same number of states
limiting either benefits, eligibility or reimbursement, the major
difference is that even in the face of fiscally difficult circum-
stances, a substantial number of states acted also to add new
services or reinstate previously eliminated benefits or lift cur-
rent restrictions on access to certain services or increase pro-
vider reimbursement.

The other significant characteristic of 1982 was the in-

terest on the part of a large number of states in taking advan-
tage of new waiver opportunities and added flexibility over
program management afforded by changes in federal policies
to institute a number of long-range, structural reforms in their

Medicaid programs. More than two-thirds of the states, for ex-
ample, sought federal approval either to provide home and

community-based long-term care services for the elderly and
disabled or to direct Medicaid clients to more cost-effective
providers.

This survey, like the preceding ones, attempts to provide
as comprehensive a list of Medicaid cost-containment ac-
tions—both legislative and executive—as possible. In some
instances, a particular action may require federal approval
before it can be implemented. Every effort has been made to

identify those instances where a federal waiver has been re-

quested. However, for more current information on the status
of a particular waiver request, readers are encouraged to con-
tact the appropriate regional office of the Department of

Health and Human Services.

The collection, compilation and classification of the data
in this report were done by John Luehrs, Research Associate
with IHPP, and Larry Bartlett, Director of the State Medicaid
Information Center. Claudia Hanson, Research Associate to

the Center, was also extremely helpful in providing informa-
tion for the survey. Specific questions about the data in the
survey or regarding future state initiatives should be directed
either to Mr. Luehrs at (202) 872-1445 or Mr. Bartlett at (202)
624-5354. In addition to these surveys, the NGA Medicaid In-

formation Center has produced a Catalogue of State Medicaid
Changes which provides more detailed abstracts of over
1,700 policy changes adopted by the states over the past
three years.

The series of surveys on changes in state Medicaid pro-

grams is an outgrowth of the common mission of the Inter-

governmental Health Policy Project and the National Gover-
nors' Association's Center for Policy Research to monitor and
report on important state practices and innovations as a focus
for future discussion, analysis and problem solving. It is our
hope that this survey will be useful to key state and federal

health policymakers and analysts and will contribute to the
overall improvement of state Medicaid management and pro-

gram performance.

Richard E. Merritt

Director

Intergovernmental Health
Policy Project

Richard E. Curtis

Director of Health Policy

Projects

National Governors'
Association



SURVEY

SERVICES

• Eleven states limited the use of inpatient hospital services
by restricting the number of days or by limiting stays by
diagnosis.

• Fourteen states imposed or increased copayments on op-
tional services, primarily prescription drugs.

• Thirteen states reduced the amount, scope and duration or
restricted coverage of services, primarily for prescription
drugs. Proposals to eliminate particular services were
adopted by eight states. Four eliminated or limited coverage
of nursing home reserved bed days.

• Thirteen states added new services, seven of which pro-
vide community-based care as an alternative to institu-

tionalization. Six reinstated or removed limitations on ser-
vices that had previously been reduced or eliminated.

• Ten states adopted proposals to eliminate inappropriate
utilization of emergency room and outpatient department ser-
vices by denying or limiting reimbursement and setting
guidelines for the types of procedures that can be covered.

ELIGIBILITY

• Eight states tightened eligibility criteria for Medicaid; six

eliminated coverage of 18-21 year olds.

• Ten states expanded eligibility. Five extended coverage to

pregnant women and/or certain categories of children. Five
states increased income or asset levels and one reinstated
coverage of AFDC-U recipients.

REIMBURSEMENT

• Proposals to limit or decrease hospital reimbursement
were adopted by 19 states. Thirteen adopted prospective
reimbursement methodologies.

• Physician reimbursement was decreased or limited by 16
states.

• Limitations or decreases in nursing home reimbursement
were adopted by 16 states. Prospective reimbursement
systems were adopted by six.

• Twelve states increased reimbursement to certain pro-
viders. Five adopted incentive provisions to promote provider
efficiency in the delivery of care.

ADMINISTRATION & MANAGEMENT
• Fourteen states adopted prior authorization requirements
for various services, primarily surgery and hospital admis-
sions. Three required second opinions for elective surgery.

• Proposals to increase third party liability recovery efforts

were adopted by 16 states. The majority of these require that

other third party payers (e.g., insurance companies) share in-

formation with the Medicaid agency.

• Competitive bidding or volume purchase requirements
were established by five states. Volume purchase of

eyeglasses is the strategy mentioned most frequently.

• Additional measures to control fraud and abuse were im-

plemented by eight states. Three instituted lock-in programs
to restrict recipients to one physician and/or pharmacy.
• Restrictions on the transfer of assets to gain eligibility were
adopted by seven states.

OTHER

• Five states have adopted new or expanded existing pread-
mission screening programs for nursing home admissions.

• Two states received waivers authorizing Medicare par-

ticipation under the states' hospital rate-setting program.

• Five states received grants from HCFA to develop
demonstration projects that attempt to enhance competition
among providers (e.g. vouchers, brokers, and risk-sharing).

WAIVERS
• Thirty-two states have made a total of 43 requests for Home
and Community-Based Services waivers pursuant to Sec.
2176 of the Omnibus Budget Reconciliation Act (OBRA) of

1 981 . Nineteen requests have been approved, 3 disapproved,
and 21 are pending.

• Fourteen states have applied for waivers under various pro-

visions of Section 2175 of OBRA, the "freedom-of-choice"
authority. Of 25 applications, 9 were disapproved, 9 were ap-
proved, 1 received partial approval, 1 request was withdrawn,
and 5 are pending. The majority of requests that received ap-
proval were to implement primary care case management
programs.
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ER: Emergency Room
GA: General Assistance

HMO: Health Maintenance Organization

ICF: Intermediate Care Facility

ICF/MR: Intermediate Care Facility for the Mentally

Retarded

IMD: Institution for Mental Disease

LTC: Long Term Care

MMIS: Medicaid Management Information System

OPD: Outpatient Department

PAS: Professional Activities Study (a survey by an in-

dependent organization of hospital length of stay by

diagnosis and by region of participating short-term

general hospitals)

PSRO: Professional Standards Review Organization

SNF: Skilled Nursing Facility

TPL: Third Party Liability

UCR: Usual, Customary, and Reasonable

UR: Utilization Review



Note:

Proposed items in italics

Adopted items in standard type

RECENT AND PROPOSED CHANGES IN

STATE MEDICAID PROGRAMS
1982

KEY:

Source Status
G = Governor *

Waiver Required
L = Legislature C = Considering
M = Medicaid Agency P = Proposed

A = Adopted
D = Demonstration
X = Special Session

POLICIES AFFECTING

BENEFITS

POLICIES AFFECTING

ELIGIBILITY

POLICIES AFFECTING

REIMBURSEMENT
EFFORTS TO IMPROVE

ADMINISTRATION & MANAGEMENT
OTHER

STRATEGIES

ALABAMA

• Provide nurse-midwife services (MP) • Provides that cost of living in-

creases for recipients of Teacher's

Retirement Fund not be paid if in-

crease would make recipient ineligi-

ble for Medicaid (SB9X LA)

• Defines competitive bidding procedures (H 373 LA) • Apply for Home and Com-
munity-Based Services waiver

(MP)'

ALASKA

• Adds physical and occupational therapy, prosthetic

devices and medical supplies for noninstitutional long-

term care (SB 817 LA)

• Adds services provided by physicians' clinics with

Indian Health Services (SB 817 LA)

• Adds pregnant women (SB 817
LA)

• Changes program requirements

to add children meeting income

criteria (SB 817 LA)

• Sets priorities of categories of recipients and ser-

vices to be reduced due to insufficient funding (SB

817 LA)

• Require prior authorization of all nonemer-
gency hospital admissions (MP)

ARIZONA

On October 1, 1982, the Arizona Health Care Cost Containment System (AHCCCS) began operations. This 3-year demonstration

provides basic health services to AFDC, SSI, and single individuals with less than $3,200 annual income on a prepaid capitated basis. It

contracts with both the private and public sectors. Private contractors include HMOs and Independent Physician Associations (IPAs);

public contractors are the county governments. It is estimated that 215,000 indigents are eligible. Enrollment ot state and county

employees will begin in January 1983 and private enrollment, in April 1983. Thus far, prepaid contracts range from $75.26 to $130.49 a

month per individual for composite bids that include SSI, AFDC, medically indigent, and medically needy. The first year's operating

budget of approximately $105 million includes $50 million of county funds, $20 million of state funds, and $35 million of federal funds.

ARKANSAS

• Limits Hospital stay to 75th percentile of PAS (MA)

•/ Reinstates dental coverage eliminated in 1981 for

all individuals over 21 (MA)

• Increases prescription drug

dispensing fee from $3.38 to $3.58
(MA)
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ELIGIBILITY

POLICIES AFFECTING

REIMBURSEMENT
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STRATEGIES

CALIFORNIA

The California legislature recently adopted cc

the governor to appoint a special negotiator

hospitals either by negotiation or competitive

tract with county health systems, HMOs and f

(July 1, 1982—lune 30, 1983), a separate st;

the responsibilities of the negotiator. The Cc
Medi-Cal recipients in a manner which prorr

systems of care, and encourages group prac

tated methods of payment to correct or preve

enter into a contract pursuant to those objec

• Adds in-home medical services (AB 799 LA)

• Eliminates nonemergency transportation (AB 799

LA)

• Removes a number of drugs from formulary (AB

799 LA)

• Eliminates coverage of hearing aid batteries (AB

799 LA)

• Limits coverage for vision care and eyeglasses (AB

799 LA)

• Increases number of paid leave days for certain

programs for mentally disordered in nursing homes

from 18 to 30 a year (MA)

• Imposes $1 copayment on drugs (AB 799 LA)

mprehensive Medi-Cal reform 1

to serve for a period of one y<

bidding for the provision of inpa

»rivate insurers for services to M
itute (AB 3480) provides for the

mmission is authorized to cont

lotes case management, provk

tices to develop relationships w
nt irregular or abusive billing pra

tives would be refused reinburs

• Eliminates adults receiving

nonfederal AFDC-U aid (AB 799 LA)

• Denies eligibility until financial

background is documented (AB 799

LA)

• Eliminates retroactive spend-

down (AB 799 LA)

• Establishes tighter standards

governing income limits, income

deductions, and real property limits

for qualifying for medically needy

status (AB 799 LA)

sgislation. The new law (AB 79J

jar with the following responsil

ient hospital services for Medi-<

edi-Cal clients. Following the ne

creation of a Medical Assistam
ract with noninstitutional provic

Jes alternative methods of pay
ith hospitals having low unit co
ctices. Physicians or groups of

ement for services to Medi-Ca

• Reimburses mental health and

drugs under state program at lower

of reasonable cost or customary

charges (AB 528 LA)

• Establishes rates and rate-set-

ting methods for mental health pro-

gram benefits (AB 528 LA)

• Suspends cost of living rate ad-

justments to community facilities

from 7/1 to 9/30/82 (AB 1253 LA)

• Reduces rates for podiatrists'

services 10% (S 2012 LA)

• Allows payment of case manage-

ment fee to primary care providers

under contract to state (S 2012 LA)

• Establishes new reimbursement

system for hospitals exempt from

Selective Provider Contracting Pro-

gram based on peer grouping of size

and type of facility, with special

consideration for hospitals having

more than 31% of revenues gener-

ated by low-income patients (S

2012 LA)

• Suspends rate increases for phy-

sician, dental services, and pre-

scription drugs from 7/1/82 to

9/30/82 (AB 1253 LA)

• Reduces reimbursement for phy-

sician and outpatient services, ex-

cluding lab and pathology, by 10%
(AB 799 LA)

• Reduce rates for following ser-

vices by 10%
—chiropractic

—portable X-ray

—acupuncture
—dispensing and fitting hearing aids

|

(AB 799 LA)

i, Chapter 328) authorizes

jilities: 1) to contract with

"al eligibles and 2) to con-

gotiator's one-year tenure

;e Commission to assume
ers to provide services to

ment, supports organized
sts, and to enter into capi-

Dhysicians which refuse to

beneficiaries.

• Strengthens third party liability recovery efforts

(AB 799 LA)

• Expands provider lock-out efforts (AB 799 LA)

• Specifies interest and penalty charges for overpay-

ment to a provider (AB 799 LA)

• Consolidates all LTC funding and services for the

elderly (AB 2860 LA)

• Authorizes volume purchase of drugs, appliances,

durable medical equipment, medical supplies, and

laboratory services (AB 799 LA)

• Authorizes liens on personal property of providers

who receive overpayments (AB 799 LA)

• Requires prior authorization for podiatric and

therapist services (AB 799 LA)

• Tightens prior authorization for elective surgery

(AB 799 LA)

• Establishs a subacute level of care in health

facilities with separate reimbursement (AB 3219 LA)

• Establishes a category for ICF/DD habilitative

facilities of 15 or fewer beds (MA)

• Requires prior authorization for providers ordering

unnecessary services (AB 528 LA)

• Implements voluntary quality assurance program

for prepaid plans (MA)

• Establishes a drug utilization and peer review com-

mittee (A 595 LA)

• Authorizes pilot project to allow

Santa Barbara County to provide

services under a capitation arrange-

ment (AB 1223 LA)*

• Matches eligibility records with

other files containing income infor-

mation (D)

• Received Freedom of Choice to

implement Selective Provider Con-

tracting Program waiver (MA)*

• Requires legislative review

of any benefit change having fiscal

impact of $500,000 (AB 1700 LA)

• Apply for Home and Com-
munity-Based Sen/ices waiver

(MP)-

continued
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POLICIES AFFECTING

BENEFITS

POLICIES AFFECTING

ELIGIBILITY

POLICIES AFFECTING

REIMBURSEMENT
EFFORTS TO IMPROVE

ADMINISTRATION & MANAGEMENT
OTHER

STRATEGIES

CALIFORNIA, continued

• Reduces expenditures for dental

services by 10% (AB 799 LA)

• Reduces drug dispensing fee by

9.6% (AB 799 LA)

• Reduces lab and pathology rates

for services not performed by a

hospital by 25% (AB 799 LA)

• Removes 6% increase limit for

hospitals (AB 799 LA)

• Authorizes new hospital reim-

bursements system (AB 799 LA)

• Reduces reimbursement for "bed

hold" and "leave" days for certain

programs for mentally disordered in

nursing homes (MA)

COLORADO

• Imposes copayment for CMHC services (MA) • Removes 90th percentile limit on

patient care cost centers in nursing

homes (HB 1288 LA)

• Implements an incentive allow-

ance for nursing home administra-

tive costs. If costs are below 90th

percentile, homes share one-half

the difference up to 12% (MA)

• Pays physicians an incentive for

providing services in office (MA)

• Increases TPL efforts involving veterans benefits

(MA)

• Establishes a primary care case

management system statewide

(MA)*

• Received Home and Community-

Based Care waiver for the aged

(MA)'

CONNECTICUT

• Limits preoperative stays to 1 day (S 212 LA) • Increases asset levels from

$850 to $1,500 (H 5230 LA)

• Revises fee schedules to reflect

moderate and reasonable rates (S

486 LA)

• Increases reimbursement for am-

bulance service (HB 5428 LA)

• Requires second opinion for certain elective

surgeries (S 212 LA)

• Expands fraud and abuse efforts by auditing prop-

erty tax records (S 212 LA)

• Bars vendors or providers convicted of fraud from

Medicaid participation for 3 years (S 178 LA)

• Locks in overutilizing recipients to one physician

(MA)

• Establishes contracts with HMO s (MA)

• Implement TPL program (MP)

• Institute bulk purchase of optical supplies

(MC)

• Apply for Home and Com-
munity-Based Services waiver

(MP)'

• Implement a voluntary pri-

mary care case management
system (MC)'
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POLICIES AFFECTING

BENEFITS

POLICIES AFFECTING

ELIGIBILITY

POLICIES AFFECTING

REIMBURSEMENT
EFFORTS TO IMPROVE

ADMINISTRATION & MANAGEMENT
U I nbn

STRATEGIES

DELAWARE

• Adds nurse-midwife services (MA)

• Adds private duty nursing services (MA)

• Adds IP F sprvires for recinients over 65 in IMDsnUUv Iwl tfbl llvwv 1 vl 1 VvlUlvlllv WWI Wv III mill*

(MA)

• Impose copayment of $.50 on drug
prescriptions under $11 and $1.00 on those
$1 1 and over for all except pregnant women,
nursing home patients, persons under 18,

family planning, and for services under
Medicare coinsurance and deductibles (MP)

• Limit physician visits (MC)
• Limit number of prescriptions (MC)

• Eliminates eligibility for those not

receiving cash assistance (MA)

• Drop coverage of 18-21

year old AFDC and general
assistance categories (MC)

• Limits rate increase to 5.5% for

all providers except labs, hospitals,

outpatient clinics, retroactive to

10/1/81 (MA)

• Revises payment for physicians,

podiatrists, labs, and radiologists

(MA)

• Increases pharmacy dispensing

fee from $3.03 to $3.20 (MA)

DISTRICT OF COLUMBIA

• Limits reimbursement for outpa-

tient and ER services to 109% of

audited FY 80 costs (MA)

• Apply for Home and Com-
munity-Based Services waiver

(MC)'

FLORIDA

• Deletes the $50 per month limit on lab and portable

X-rays (MA)

• Add CMHC outpatient services (MP)
• Remove 45-day ceiling on inpatient hos-
pital care in 2 counties (MC)

• Eliminates 19-21 year olds (S

636 LA)

• Add financially needy
children (MC)

• Establishes prospective reim-

bursement for outpatient hospital

services (MA)

• Revises nursing home reim-

bursement per diem to stop over-

payments (MA)

• Increases pharmacy dispensing

fee from $2.75 to $3.33 (HB 3XX-

XX LA)

• Institutes prospective reimburse-

ment for nursing homes based on

location, number of beds and incen-

tives for quality care (HB 3XXXX
LA)

• Limit Medicare Part B
crossover payments (MP)

• Develop reimbursement
plan for ICFs/MR separate
from ICFs (MP)

• Develops drug utilization review program (MA)

• Expands third party liability recovery efforts (SB

583 LA)

• Exempts fraud investigations from public records

law (SB 636 LA)

• Enrolls state laboratories as Medicaid providers

which promotes administrative flexibility and payment

(MA)

• Develop a provider education program
(MP)

• Received 2 (1 for aged, blind,

disabled, and 1 for MR) Home and

Community-Based Services Waiv-

ers (MA)*

• Received waiver to implement

alternative health care plans in-

cluding: 1) prepaid; 2) HMO for frail

elderly; 3) medical care voucher

system; and, 4) case management

in tee lor services system (MA)*

• Extends hospital outpatient ser-

vice pilot project (S 279 LA)
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POLICIES AFFECTING

BENEFITS

POLICIES AFFECTING

ELIGIBILITY

POLICIES AFFECTINb

REIMBURSEMENT
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STRATEGIES

RFDRGIA

• Establishes community care services tor the elder-

ly including:

—home health

—case management
-preadmission screening (SB 581 LA)

• Eliminates all copayments (MA)

• Implements new prospective

hospital reimbursement system

based on average cost for 1980

plus inflation on a facility-specific

basis (MA)

• Implements 100% review of inpatient hospital

claims (MA)

• Authorizes family supplementa-

tion of Medicaid payment if federal

government removes restrictions or

grants a waiver (HB 1204 LA)

• Received Home and Community-

Based Services waiver (MA)*

HAWAII

• Provides personal care services (HB 2907-82 LA)

• Establish copayments for mandatory ser-

vices (MC)

• Develop prospective reim-

bursement system for nursing

homes (MC)
• Reimburse group physi-

cians on a capitation basis

(MC)
• Reimburse hospitals on a
negotiated rate basis (MC)

• Revises Medicaid rules (MA)

• Assigns rights of recovery from third parties (SB

2180-82 LA)

• Tightens transfer of assets limitations (MA)

• Studies feasibility of changing
j

eligibility requirements to allow

elderly to retain their homes (HR

298 LA)

• Establishes a nursing home

without walls program (HB 2070 6-

LA) similar to New York's
;

• Apply (or Home and Com- '

munity-Based Services waiver
j

(MP)'
• Study feasibility of imple-

menting all cost saving provi-

sions of ORA 1981 (HR 373)

IDAHO

• Changes limit on hospital days from 40 per admis-

sion to 40 per yea' (MA)

• Reduces drug limit from $35 to $30 per month

(MA)

• Eliminates reserve bed days in nursing homes (MA)

• Reduces chiropractic services from 3 to 2 per

month (MA)

• Requests nursing homes to

voluntarily accept a 5% cut in reim-

bursement (MA)

• Revises reimbursement for out-

patient care from 100% of charges

to a percent of charges based on

historic cost to charges ratio for in-

terim payments (MA)

• Reduces physician, dentist, op-

tometrist fees by a certain percen-

tage (MA)

• Expands third party liability recovery efforts (HB

568 LA)
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POLICIES AFFECTING

BENEFITS

POLICIES AFFECTING

ELIGIBILITY

POLICIES AFFECTING

REIMBURSEMENT
EFFORTS TO IMPROVE

ADMINISTRATION & MANAGEMENT
OTHER

STRATEGIES

ILLINOIS

• Removes Valium and Darvon from drug formulary

(MA)

• Revises drug formulary to reduce number of

covered drugs (MA)

• Limits hospital length of stay to 80th percentile of

214 primary diagnostic groupings (MA)

• Limits ER to relief of severe pain, immediate

diagnosis and for conditions that would result in death

or disability (MA)

• Eliminates hospital 0P0 services for AFDC adult

medically needy and aid to the medically indigent

(MA)

• Limits coverage of medical equipment and supplies

for adult AFDC medically needy to those necessary for

employment, early hospital discharge, or to avoid in-

stitutionalization (MA)

• Removes reimbursement limits

on general assistance and medical-

ly indigent hospital services (MA)

• Rescinds reimbursement
changes for outpatient and clinic

services which were adopted in

July 1981 (MA)

• Adopts a new hospital inpatient,

outpatient, and clinic reimburse-

ment system based on estimated

utilization, inflation, and volume of

Medicaid patients (MA)

• Delays group care rate increases

for 6 months (SB 1670 LA)

• Limits hospital rate increases to

2% in the aggregate (SB 1422 LA)

• Requires certain surgical procedures be performed

on an outpatient basis (MA)

• Provides that claims not paid within 60 days ac-

crue 1% per month interest (HB 2597 LA)

Apply for Home and Community
Based Services waiver (HB 2147
LA)

INDIANA

• Imposes copayments on all optional services for

recipients not in institutions, beginning FY 83 (SB 299
LA)*

• Provides respite care services (HB 1202 LA)

• Establishes a Medicaid fraud control unit (SB 299
LA)

• Sets sanctions for fraud and abuse (SB 299 LA)

• Requires insurers to provide information on

Medicaid recipient coverage (SB 299 LA)

• Establishes a preadmission

screening program (HB 299 LA)

• Requires that Oept of Public

Welfare examine need for changing

rate structure for institutional set

vices (SB 299 LA)

IOWA

• Imposes maximum copayments on all optional ser-

vices for all eligibles except EPSDT, SNF, ICF, ICF/MR,

hospital, and mental institution recipients (HF 2336
LA)

Adds independent practicing psychologists ser-

vices (MA)

Imposes copayments on following services except

for institutionalized and EPSDT recipients:

-S3 for dental

—$2 for optometric

-$2 rehabilitative

— $1 podiatric

—$2 orthopedic shoes

—$.50 chiropractic

—$.50 physical therapy

—$1 audiology

—$3 hearing aids

—$2 Medical supplies and equipment
—$2 ambulance services (MA)* (federal approval

denied, under appeal)

• Extends child medical assistance

program through FY 83 (MA)

• Reinstates AFDC—U program

(MA)

• Provides $.50 per prescription in

addition to dispensing fee for equi-

valent drugs that save the state at

least $1.50 per prescription (SF

2304 LA)

• Reimburses hospitals on a pros-

pective basis (SF 2304 LA)

• Identifies 180 procedures to be

reimbursed at the outpatient rate

(MA)

• Reduces reimbursement to hos-

pitals by 2\h% (SF 2304 LA)

• Limits physician fee increases to

5% (SF 2304 LA)

• Provides for no increase in ICF

per diem (SF 2304 LA)

• Increases reimbursement for re-

sidential care facilities (SF 2304
LA)

• Increases third party liability recovery efforts (SF

2304 LA)

• Requires pharmacies that give discounts to private

third party payers to give same discounts to Medicaid

(SF 2304 LA)

• Institutes prior authorization for inpatient hospital

services (MA)

• Reviews prior authorization requirements (HF 2336
LA)

• Requires providers to submit claims within 150

days of service delivery (MA)

• Implements transfer of assets prohibition (MA)

• Requires purchase of used equipment when
available and appropriate (MA)

• Prevent nursing homes from upgrading
their classification (GP)

• Require bulk purchase of optometric sup-

plies, hearing aids, and durable medical
equipment (MP)

• Received Home and Community

Based Services waiver (MA)*

• Establishes pilot project for in

home care as an alternative to in

stitutionalization (SF 2304 LA)

• Allows tax deductions for care of

elderly and disabled persons in the

home (SB 2305 LA)
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IOWA, continued

• Limits hospital days to 50th percentile of Profes-

sional Activity Survey (MA)

• Reimburses physicians by state-

wide prevailing rates rather than

UCRC (SF 2304 LA)

• Denies reimbursement for inpa-

tient hospital services that can be

performed on an outpatient basis

(HF 2336 LA)

• Reduces rates for reserved bed

days from 80% to 75% of audited

costs (HF 2336 LA)

• Lowers by 2V?% reimbursement

rates on all services except for

hospitals, ICFs, ICFs/MR, mental

health institutions, nonambulance

transportation, and drug ingredients

(HF 2336 LA)

• Reimburses hospitals, SNFs, and

ICFs at lowest level of medically re-

quired care (HF 2336 LA)

KANSAS

• Provides complete dental services to EPSDT
children only, and limits services provided to adults to

exams, oral surgery, dentures, X-rays, extractions,

and fittings (MA)

• Eliminates visual training therapy (MA)

• Develops ICF for the mentally ill (MA)

• Limits inpatient hospital stays to 50th percentile of

PAS with exception for documented medical necessi-

ty (SCR 1659 LA)

• Limits hospital length of stay to:

—21 days for psychiatric services

—8 days for acute detoxification

—30 days for substance abuse treatment (SCR 1659
LA)

• Requires that stepparents be

financially responsible for children

living with them (HB 3010 LA)

• Eliminates all AFDC 18-21 year

old students (MA)

• Decrease AFDC medically

needy income levels to cash
standard of $500 for one per-

son and $1,000 for two or

more (MP)

• Reduces payment for outpatient

hospital ancillary services to that of

comparable services in the com-

munity (SCR 1659 LA)

• Reimburses physicians for physi-

cian extenders at 75% of physician

rate (MA)
• Limits CMHC reimbursement to

1981 rate plus negotiated inflation

factor (MA)

• Sets maximum limits for geri-

atric, psychiatric, psychiatric partial

hospitalization, and alcohol and

drug day treatment services. Future

rates will include a negotiated infla-

tion factor (MA)

• Eliminates payment tor labor-

atory handling charges (MA)

• Reimburse all noninstitu-

tional services except phar-

macy, CMHC, and Rural

Health Centers at a fee-for-

service rate (MP)

• Institute prospective per
diem reimbursement method
for hospitals using a per diem
plus a negotiated inflation fac-

tor (MP)

• Reviews all day treatment for geriatric, mental

health and drug and partial hospitalization for the

mentally ill and reduces reimbursement (MA)

• Subjects hospital admissions to utilization review

for medical necessity (SCR 1659 LA)

• Allows state to exercise option to reduce hospital

length of stay to 50th percentile of PAS for all

diagnoses if projected days of stay will be exhausted

before end of fiscal year (SCR 1659 LA)

• Ends use of PSROs for hospital stay reviews (MA)

• Implements third-party liability recovery as part of

MMIS (MA)

• Conducts on-site review of 30% of hospital claims

with emphasis on ancillary service review (MA)

• Establishes contracts with 2 foundations for 100%

of Medicaid patient hospital utilization (MA)

• Requires prior authorization for nonemergency am-

bulance transportation (MA)

• Received Home and Community-

Based Services waiver (MA)*

• Apply for second Home and
Community-Based Services

waiver (MP)
*
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KENTUCKY

• Revises drug formulary (MA)

• Eliminates bridges, prosthetics, orthodontics, and
dentures (MA)

• Provides optometric diagnostic services for all ages
(MA)

• Provides services needed to prevent unnecessary
nursing home care (H 674 LA)

• Implements a prospective hos-

pital inpatient reimbursement
system (MA)*

• Reimburses physicians on a

statewide aggregate prevailing

charge basis rather than a regional

reasonable charge (MA)

• Requires certain surgeries be
performed on outpatient basis ex-

cept for emergencies, medical

necessity, or admission is for

another primary purpose (MA)

• Increases per diem rate for

freestanding SNFs from $48.75 to

$52.69 (MA)

• Increases maximum per diem for

hospital-based SNFs from $75.65
to $83.09 (MA)

• Increases ICF per diem from

$32.55 to $34.19 (MA)

• Decreases upper limit of clinic

service reimbursement (MA)

• Expands efforts to collect overpayments and cor
reel underpayments (S 163 LA)

• Imposes penalties for fraud and abuse by recipients

or providers (H 536 LA)

• Received 2 Home and Com-
munity-Based Services waivers

(MA)*

• Requires Department to submit

to the Legislative Research Com-
mission, by July 1, 1982, a cost

containment plan to keep expen-

ditures within the appropriation and
to limit optional institutional care

services to 33% of total appropria-

tions (H 295 LA)

LOUISIANA

• Provides homemaker, adult day health care, and
rehabilitative services for the mentally retarded (MA)
• Limits podiatric services to 3 a year (MA)

• Establishes a long-term home care program (HB
1072 LA)

• Sets civil penalties for provider fraud (SB 974 LA)

• Defines contractual relationship with fiscal in-

termediary (HB 1598 LA)

• Provides for suspension and delay of transferring

funds from Title XX to Medicaid for Sec. 217
waivered services (HCR 179 LA)

• Received Home and Community
Based Services waiver (MA)*

MAINE

• Imposes mandatory $.50 copayment on prescrip-
tion drugs, except EPSDT children (H 2384X LA)

• Increases AFDC and medically

needy income levels (MA)

• Increases dental service fees by

9% (MA)

• Increases prescription drug
dispensing fee from $2.70 to $3.20
(MA)

• Reimburses administratively

necessary days at average rate of

SNF or ICF (MA)

• Implements prospective reim-

bursement of ICFs and ICFs/MR
(MA)

• Change method of reim-
bursing durable medical
equipment and supplies (MP)

• Requires provider to collect copayments (MA)

• Requires prior authorization for selected surqeries
(MA)

• Studies impact of proposed $2
copayment on most optional ser

vices (H 2384 LA)
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MARYLAND

i
- Covers psychiatric day treatment services in

i hospitals (MA)

» Exempts hospitals participating in state Emergency

. ' "ediral Services program from 20-day limit on hospit-

1
, Nation, including hospitals with shock-trauma, burn

! care, and newborn intensive care units (SJR 58 LA)

• Increases AFDC payments by

9% (MA)

• Increases income levels for

medically needy (MA)

• Eliminates requirement that nurs-

ing homes leaving the Medicaid pro-

gram reimburse the state for depre-

ciation previously considered an

allowable expense (this law would

be void if the loss of federal funds

resulted) (SB 19 LA)

• Implement prospective re-

imbursement for nursing
homes based on patient as-

sessment, 4 cost centers with
maximum ceilings for each,
efficiency incentive payments,
and geographic groupings
(MP)

• Allows Medicaid agency to subrogate personal in-

jury protection insurance (HB 285 LA)

• Allows courts to mandate medical support in suc-

cessful paternity suits (HB 447 LA)

• Allows DHMH to recover its expenses prior to pay-

ment of attorneys' contingency fees in liability litiga-

tion (HB 926 LA)

• Expands third party liability recovery efforts (SB

117 LA)

• Develop eligibility verification system (MP)

• Apply for Home and Com-
munity-Based Services waiver
(MP)'

MASSACHUSETTS

Massachusetts has developed a number
:he methods of reimbursing providers. The pa

• authorizes a new prospective hospital system I

is required to submit a budget, based on the pr

can negotiate with hospitals and then upon co
budget is approved the total amount is reduce<
neriod. All payors are covered under the progi
ommercial insurers will pay 109%, and Med

costs. The Medicare waiver has been granted
creases be kept 1 .5% below the national ave

i ^ave a payor mix that is comprised of more t

The state has also begun implementing t

delivery models to provide care cost effectivel

Commonwealth Health Care Corporation to

capitated or risk-based rate; 2) an expanded C
manager who provides or authorizes services
managers share any sayings and, in the futur

manager receives a capitated payment for arr

of the year, projected inpatient costs are comp
panded HMO network. Massachusetts intend
state is planning to capitate long-term care n

• Requires use of interchangable drugs (H 6161 LA)

• Adds nurse-midwife services, limited to prenatal

care, deliveries, and postpartum care (MA)

• Provide homemaker services to disabled
persons (H988)

• Provide primary care services to persons in

LTC facilities (H 1772)
• Expand community-based services (MC)

of major initiatives to revamp «

ssage of S 2044 (CH 372, 198J
hat places hospitals at risk to p
evious year's allowed costs plu

mpletion submit budgets to the

j by a productivity factor which
am but each payor's share of c

caid is guaranteed savings of

for three years and can be rene
rage. The new reimbursement
nan 68% of Medicaid, Medicai
1e Managed Health Care Syste

y: 1) a consortium of hospitals

act as a fiscal intermediary ar

ase Management Program, a f<

—at the end of the year projec

e, will also share any losses; 3

bulatory services and can auth
ared to actual expenditures anc
s to apply for a 1115 demonst
Dninstitutional services for the

• Redetermine eligibility of
clients in mentally retarded in-

stitutions every 12 months (H
192)

• Cover persons under 2 1 in

psychiatric hospitals (H 1953)

• Increase income exemption
to 150% of minimum required
(H 5412)

iignificantly the settings where
!) and federal approval of Medi<
ovide services within a specifie

s an inflation factor, to Blue Cro
state rate setting commission
s expected to reduce hospital c
osts will differ. In the first year,

4.1%. Medicare's proportion w
wed if the state meets the condi
system also gives special con
e, free care, and bad debt,

sm that employs the following r

and community health centers
d contract to provide services
je-for-service system in which r<

ted costs are compared to act

) a capitated ambulatory care
|

orize inpatient care on a fee-fo

case managers will share savir

ation waiver to implement the;
elderly and implement a case i

• Provides incentive payments for

nursing homes to accept heavy
care administrative day patients

(MA)

• Reduces rates for all medical

practitioners except primary care (H

6161 LA)

• Implements a prospective reim-

bursement system placing hospitals

at risk to provide services within a

certain dollar amount (S 2044 LA)

recipients obtain care and
:aid and Medicare waivers
J dollar limit. Each hospital

5S for approval. Blue Cross
or final approval. After the

osts by 7.5% over a 6-year
Blue Cross will pay 100%,
II be based on recognized
ion that Medicare costs in-

sideration to hospitals that

simbursement and service

n Boston have formed the
for AFCD recipients at a

scipients enroll with a case
jal expenditures and case
program in which the case
-service basis—at the end
igs or losses; and 4) an ex-

>e models. In addition, the
management program.

• Implements volume purchases of vision care sup-

plies (MA)

• Increases number of nursing home audits (MA)

• Expands third party liability recovery efforts (MA)

• Establishes regional units to determine eligibility for

LTC (MA)

• Expands case management program (MA)

• Increases number of generic drugs (MA)

• Mandates application for Home
and Community-Based Services

waiver (H 6161 LA)
• Direct Dept of Public Wel-
fare to study reimbursement
rate methods for hospital out-

patient services (S 633)

• Apply for Home and Com-
munity-Based Services waiver
(MP)'

continued
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MASSACHUSETTS, continued

'

• Limit reimbursement for in-

tensive care services to 3
times the cost of the lowest
priced bed (H 493)

• Reimburse RNs for services

otherwise reimbursed to other
practitioners (H 1 778)

• Authorize reimbursement
for nurse-midwives (H 3961)

• Deny reimbursement to

newly constructed nursing
homes (H 4811)

• Reduce payments to chron-
ic care hospitals by reimburs-

ing at a level to reflect actual
care being provided (MP)

• Reimburse transportation

services at a capitated rate

(MP)

• Reimburse free-standing
and hospital clinics at a uni-

form rate for similar services
(MC)

• Requires second opinion for certain elective

surgeries (H 6161 LA)

• Mandates that payment for administratively

necessary days be set by rate setting commission (H

6161 LA)

• Increases TPL efforts by insurers and policyholders

to share information on coverage and benefits with

the Department of Public Welfare (H 6555 LA)

• Improves efforts to collect overpayments (H 6556
LA)

• Implements MMIS (MA)

• Provides for recovery of overpayments (H 181 LA)

• Deny provider participation to hospital-

based physicians (H 6052)

• Require judges to include health insurance
maintenance in support orders for Medicaid
eligibles (MP)

• Require field audits of at least 15% of LTC
providers (H 6096)

• Implement Managed Care Program to

establish primary care network and case
management on a capitation or shared risk

basis (MP)'

• Require establishment of administrative

sanctions against providers who violate

Medical Assistance Program rules (H 180)

• Implement volume purchase of dental sup-
plies (MP)

• Implement a complete identification system
for Medicaid recipients (S 676)

• Require providers to submit bills no later

than 6 months after service (S 466)

• Require nursing homes to carry insurance
to repay money to which they were not enti-

tled (H 5041)

• Expand UR to include ancillary services

(MC)

• Allow $3,000 tax exemption
for care of the elderly at home
(S 1329)

I
1

>

f

|

i
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MICHIGAN

exen
lyat

,pt

• Eliminates certain drugs (MA)

hof imposes a $.50 copayment on all drugs excluding

EPSDT and long-term care (MA)*

• Imposes the following copayments on all recipients

over 21:

-$1 per chiropractic visit

-S3 for hearing aid

-$2 per podiatric service (MA)

• Eliminates coverage of elective admissions on Fri-

day or Saturday (MA)

• Limit hospital stays for substance abuse to
5 days (MP)

• Cover clinic-based mental health services
(MC)

• Impose $5 copayment on nonemergency
^outpatient hospital visits (MC)

• Eliminates reimbursement for

nonemergency services in an ER
(MA)

• Eliminates reimbursement for

certain inpatient surgical pro-

cedures (MA)

• Reduces proprietary nursing

homes profit factor to $1 (MA)

• Rescinds increase in drug
dispensing fee (GA)

• Applies Medicare 223 cost limi-

tations (MA)

• Places limit on hospital operating

costs (MA)

• Limit reimbursement for

home health services (MP)
• Limit by occurrence and
dollar amount payment for lab
services (MP)

i ay uuipaiieni nospiiais on
a fee-for-service basis (MP)
• Establish hospital peer
groups to evaluate reimburse-
ment (MP)

• Resumes utilization review of inpatient hospita

services (MA)

• Requires prior authorization of psychiatric con-
finements of over 30 days (MA)

• Requires prior authorization for hospital admissions
over 18 days (MA)

• Institutes state utilization review instead of using

PSROs (MA)

• Reviews all hospital stays beyond 75th percentile

criteria (MA)

• Implements direct enrollment of physical therapists

(MA)

• Allows nurse practitioners to recertify hospital and
nursing home stays (MA)

• Implement volume purchase of drugs,
laboratory services (MP)
• Develop common billing form for hospitals
(MP)

• Develops a demonstration proj-

ect to cover alcohol detoxification

and rehabilitation and counseling

services in inpatient and outpatient

centers (MA)*

• Received waivers to implement a

Physician Primary Sponsor Plan to

manage utilization of services

(MA)*

• Received waiver to impose co-

payments on outpatient hospital

services, physician services, and
. drugs (MA)*

• Received waiver to extend re-

quired enrollment period in HMOs
(MA)*

• Received waiver to enroll recip-

ients in prepaid ambulatory health

system (MA)

• Implements Physician Primary

Sponsor Plan upon lifting of injunc-

tion. Court Jecision includes the

following changes in the program:

1) physicians accused of overutil-

ization will have an administrative

hearing; 2) physicians can enroll

2,000 recipients in place of the

original 1,500 maximum; 3) state is

not obligated to pay $3 monthly fee

per person to sponsors having more
than 1,000 recipients; and 4) iden-

tifies circumstances where spon-

sors can have more than 2,000 pa-

tients (MA)

MINNESOTA

• Establishes a drug formulary (MA) • Includes children receiving foster

care maintenance payments (HF
1690 LA)

• Sets HMO capitation rate at 85%
of average monthly per capita fee-

for-service payments (HF 2123 LA)

• Reimburses drugs at acquisition

cost plus dispensing fee (MA)

• Requires volume purchase of eyeglasses, hearing

aids and durable medical equipment (HF 2123 LA)

• Requires yearly audits of at least 25% of par-

ticipating nursing homes (SF 1605 LA)

• Provides incentives for counties to enroll recipients

in HMOs:

—increases state-county match
—guarantees 6 months eligibility

—seeks waiver to charge coinsurance fee to per-

sons not joining but who would have been accepted
by HMO (HF 2123 LA)

• Expands preadmission screening

program to include persons dis-

charged from hospitals (HF 2063
LA)

• Requires responsible relatives to

pay for recipient care (HF 2123 LA)

• Received Home and Community-

Based Services waiver (MA)*

continued
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MINNESOTA, continued

• Received waiver to implement
Alternative Health Care Plans

demonstration project for capitation

program outside of HMO; needs leg-

islative approval before implemen-
tation (MA)

• Apply for waiver to develop
a social HMO program (MP) *

MISSISSIPPI

• increases hospital days from 20 to 30 a year (MA)
• Increases physician visits from 12 to 18 a year
(MA)

• Eliminates coverage for 18 to 21
year olds (MA)

• Provides coverage to pregnant
women and foster care program
children (HB 233 LA)

• Increases physician lees by 25%
(MA)

• Increases dental fees by 7.8%
(MA)

• Increases eyeglasses service

fees by 7.8% (MA)

• Increases drug dispensing fee

from $2.94 to $3.17 (MA)

• Authorizes state to eliminate ser-

vices or reduce reimbursement if

federal funding is cut (HB 233 LA)

• Mandates plan to integrate LTC
services (HB 234 LA)

• Extends moratorium on CON for

nursing home beds (SB 2336 LA)

MISSOURI

• Limits hospital days to 21 a year for general relief

recipients (MA)

• Limits physician office visits to 2 a month (MA)
• Limits ER and outpatient visits to 2 a month except
for outpatient visits that would otherwise be inpatient
visits (MA)

• Revises drug formulary (MA)

• Imposes $.50 copayment on drugs under $11 and
$1 for drugs over $11. Now under court order to ex-
empt nursing home residents (MA)
• Provides personal care services (MA)
• Provides home health services to persons under
21, if services result in either early discharge or pre-
vent hospitalization (HO 901 LA)

• Discontinues coverage for replacement
eyeglasses. Allows one pair of eyeglasses every two
years (MA)

'

• Limits audiological exam for a hearing aid to one
every 4 years, unless medically necessary (MA)
• Imposes maximum allowable copayment on dental
services, drugs, optometric services, eyeglasses
dentures, and hearing aids (MA)
• Allow only one ER/OPD charge per recip-
ient a day (MP)

a H ^

• Increases physician fees for

evening office visits and deliveries

performed in the office (MA)

• Alters hospital reimbursement
methods (MA)

• Limits nursing home reimburse-

ment to per diem times 85% of bed
capacity (HB 1086 LA)

• Increases fees for certain DME
and prosthetics (MA)

• Deny reimbursement tor in-

patient surgery or diagnostic
procedures that could be per-
formed on outpatient basis
(MP)

• Revise nursing home reim-
bursement method (MP)
• Disallow payment for 1-day
hospital stays (MP)

• Implements a utilization review program to replace

PSRO (MA)

• Requires all claims to be checked against eligibility

file for third party resources (MA)

• Delays certain Medicaid payments (MA)

• Defines and sets sanctions for fraud and abuse by

providers and recipients (HB 1086 LA)

• Institutes lock-in program (HB 1086 LA)

• Institutes lock-out program (HB 1086 LA)

• Expands third party liability recovery efforts (HB
1086 LA)

• Revises certification criteria for nursing homes
(MA)

• Reviews all home health claims to determine if ser-

vices are necessary (MA)

• Requires prior authorization for dentures (MA)

• Requires all provider claims to be submitted within

1 year of date of service (MA)

• Requires prepayment review of hearing aid ser-

vices, ambulance service, DME, prosthetics, and or-

thotics (MA)

• Establishes a Drug Utilization Review Committee
(MA)

• Establish Physician Review Committees
(MP)
• Discontinue prior authorization of dental
services for nursing home residents (MC)

• Implements prepaid health care

plan for St Louis City general relief

recipients (MA)

• Received Home and Community-
Based Services waiver (MA)*

• Received grant to develop Alter-

nate Health Care Plan (MA)

• Apply for second Home and
Community-Based Services
Waiver (MP)'
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MONTANA

1

• Implements prospective reim-

bursement for nursing homes based

on patient assessment (MA)

• Received Home and Community-

Based Services waiver (MA)*

1
NEBRASKA

• Limits chiropractic services to examination, his-

tory, adjustment, physical therapy, and X-rays (MA)

• Limits physician calls in hospital to one a day (MA)

• Limits hospital stays by PAS diagnosis criteria

MA)

• Replaces physician fee sched-

ules with UCR charges (MA)

• Implements prospective reim-

bursement for hospitals and nursing

homes (MA)

• Requires that if there are insuffi-

cient funds that, except for certain

services, optional service reim-

bursement be reduced pro rata to a

maximum of 10%. If more reduc-

tions are necessary, all services are

to be reduced by an equal percent-

age (L 942 LA)

• Limits reimbursement increases

to 3.75% for all providers (L 942
LA)

• Establishes a maximum allow-

able charge for certain drugs (MA)

• Requires prior authorization for more than $100 of

nonemergency dental services (MA)

• Requires prior authorization for day care and partial

hospitalization (MA)

• Eliminates county financial participation. States

assumes financial and administrative responsibility for

all medical and welfare programs (L 522 LA)

• Reclassifies some ICF/MR residents to ICF and

other care when need for programming no longer ex-

ists (MA)

• Requires prior authorization for outpatient

psychotherapy services exceeding $500 per patient a

year (MA)

• Requires prior authorization of podiatrist services

(MA)

• Implements preadmission
screening program in 5 counties

(MA)

• Apply for Home and Com-
munity-Based Services waiver
(MC)'
• Apply for waiver to provide
community services to MR
clients (MP)'

EVADA

1

V

<

1

1
I

\

Eliminates "physician-designated emergency"
rescription drugs (MA)

Reduces EPSOT screenings from 12 to 10 (MA)

Limits preoperative stays to 1 day (MA)

• Removes automatic CPI in-

creases for 2 prospective cost

areas in nursing homes (MA)

• Denies rate increases for pro-

spective cost areas in LTC facilities

(MA)

• Reimburses administratively

necessary days at statewide

average SNF or ICF rate (MA)

• Changes payment for home
health services from cost-based to

a fixed-fee schedule (MA)

• Institutes transfer of assets limitations (MA)

• Imposes 90-day limit on submission of claims (MA)

• Requires prior approval for inpatient hospital ser-

vices except for emergencies, family planning, and

obstetric services (MA)

• Requires prior approval for any inpatient hospital

service not related to reason for admission (MA)

• Refines criteria for third party liability cost avoid-

ance and recovery (MA)

• Received Home and Community-

Based Services waiver (MA)*

NEW HAMPSHIRE

^"J'u?" 12 daV 'i"1 '' on inpatient hospital ser-
VICES t"A)

L'iTf.M?*-
1 c°PaVment on prescription drugs lor all

Fam.ly Planmng
prescriptions (MA)

. Eliminates »mi, „ 3 „ m()nth (MA)
• Limits ^tm^mtltiriZtoW)

• Implements prospective reim-

bursement of hospitals (MA)

• Reimburses hospitals at a per-

centage of allowed costs, presently

80% (MA)
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NEW JERSEYML If JLIIOL 1

^
1 i

• Reserve nursing home bed for up to 7 days
while recipient is hospitalized (S 87)
• Reserve nursing home bed for up to 14
days while recipient is hospitalized (S 295)
• Provide coverage for alcoholism treatment
(S 792)

• Limit frequency of certain dental services
(MP)

• Conform eligibility to federal
AFDC statutes (S 772)

• Requires prior authorization for out-of-state

nonemergency hospital services (MA)

• Requires prior authorization of psychiatric service:

to recipients in LTC facilities (MA)

• Increases TPL efforts by authorizing state to matct
eligibility file with health insurance policyholder's file

(S 1600 LA)

• Provides loan guarantee fund for nursing home
construction. Nursing homes participating in the pro
gram are required to allocate 75% of their beds to

Medicaid recipients (A 974 LA)

• Require competitive bidding for lab ser-
vices (MP)

• Expand lock-in program (MP)

1 • Studies feasibility of con-
solidating the two existing levels of

ICF care (S 1600 LA)

• Received waiver to implement
Alternate Health Care Plan based on
a capitation model for primary core
case management. Demonstration
will begin in 3 counties and be
phased in statewide. PSR0 will act

as broker to enroll physicians and
market program to recipients (MA)

• Provides inpatient and outpatient

alcoholism treatment services (D)

• Received waiver to use PSR0 to

serve as broker linking recipients

with case management proqram
(MA)*

• Appoint a committee to
study Medicaid administration
(SCR 68)

• Provide for a medically
needy program (A 7, A 693)
• Study feasibility ofproviding
eligibility to certain handicap-
ped children (SCR 82, S 106)
• Apply for Home and Com-
munity-Based Services waiver
(MP)'

• Allow $1,000 tax deduction
for home care of an elderly
rolatiuo /Q 1*;«;QI

NEW MEXICO

• Limits replacement of eyeglasses to a 2-year inter-

val (MA)

• Limits out-of-state services to those mandated by
federal regulations (MA)

• Reduces "grace days" from 3 to 1 for persons
awaiting transfer from hospital to a noninstitutional
setting (MA)

• Adds "awaiting placement days" for persons
transferring from hospital to SNF or ICF (MA)

• Increases income eligibility level

from $568 to $650 a month for

nursing home recipients (MA)

• Increases income standards for

nursing home residents from $725
to $778 a month (MA)

• Eliminates coverage of 18-20
year olds (MA)

• Allows pharmacies to dispense
equivalent drugs and limits reim-

bursement to wholesale cost plus
dispensing fee (HB 114 LA)

• Limits reimbursement to hos-
pitals for "awaiting placement
days" to weighted average rate of

SNF or ICF (MA)

• Limits payment for eyeglasses
frames to $15 invoice cost (MA)

• Defines out-of-state providers as those located
more than 100 miles from New Mexico (MA)
• Lowers claim filing limit from 365 to 120 days ex-
cept for exceptional circumstances (MA)
• Tightens transfer of assets (MA)

• Requires PSR0 review of all inpatient hospitaliza-

tions exceeding the 50th percentile of the Western
Region PAS (MA)

• Participates in a Medicaid/

Medicare hospice project (0)

• Creates a contingency fund to

alleviate federal reductions, but can
be used only after cost containment
activities have been established (HB
2 LA)



15

1

"

POLICIES AFFECTING

BENEFITS

POLICIES AFFECTING

ELIGIBILITY

POLICIES AFFECTING

REIMBURSEMENT
EFFORTS TO IMPROVE

ADMINISTRATION & MANAGEMENT
OTHER

STRATEGIES

NEW YORK

In a major legislative enactment (A 7303 B, S 5226 B), New York established an inpatient hospital reimbursement system for all

payers which, in essence, places a revenue cap on hospitals and creates a mechanism for reallocating bad debt and charity expenses.

Since 1978 New York has attempted to restrict the growth of hospital charges for Medicaid, Blue Cross, and commercial insurers. This

new law brings Medicare into the system so that, in effect, the state can control the hospital rates of all payers. It also establishes sur-

charges and payments for bad debts and charity care. Each hospital would place funds into a regional pool to be redistributed to

facilities based on a bad debt formula. The funds will not cover all bad debts and charity care, but in calculating bad debt expense the

formula takes into account the amount of bad debt occurring in OPD and ER departments. The new reimbursement system also places

a cap on facility revenue based on allowable, historical inpatient operating expenses. The cap uses a formula based on an inflation fac-

tor, is subject to limits and ceilings based on peer groupings, and contains additions for bad debts and a restricted discretionary

allowance. The new system is expected to add $430 million to hospital revenues over three years and to reduce the differential between

Medicaid and Blue Cross and commercial insurers to about 12% at the end of four years. Received federal approval for Medicare par-

ticipation.

• Reduces reimbursement for

alternate care days (MA)

• Delays semiannual adjustment

for hospital rates (S 7838 LA)

• Tightens restrictions for the transfer of nonexempt

resources by making ineligible for 24 months persons

transfering less than $12,000 and for 24 months plus

1 month for each $2,000 over $12,000 (S 7838 LA)

• Assumes portion of local Medicaid costs for one

year (S 8300 LA)

• Received waiver to implement

Alternate Health Care Plans on an

experimental oasis in monrue boun-

ty using a range of capitation and

bidding approaches (MA)

• Apply for Home and Com-
munity-Based Services waiver

(MP)'

NORTH CAROLINA

• Increases limit on prescription drugs from 4 to 6

per month (HB 61 LA)

• Increases limit on physician, clinic, and outpatient

visits from 18 to 24 per year (prenatal services,

EPSDT screens and emergency rooms are exempt

from limitations) (HB 61 LA)

• Removes limit of 18 per year on mental health

visits (HB 61 LA)

• Limits administrative days for any period of

hospitalization to a maximum of 3 (HB 61 LA)

• Requires maximum copayments as allowed by

federal regulations (EPSDT related services, family

planning services, state hospital services, or services

subject to Medicare Part A or B coverage are exempt

from copayments) (HB 61 LA)

• Increases medically needy in-

come standard by 5% (HB 61 LA)

• Adds Coverage of pregnant

women (MA)

• Increases pharmacy dispensing

fee from $2.80 to $3 (HB 61 LA)

• Establishes physician fee

schedules emphasizing increased

reimbursement for primary care

providers (HB 61 LA)

• Increases reimbursement to

noninstitutional providers, except

physicians, by 7% (HB 61 LA)

• Implements a prospective pay-

ment system for inpatient hospital

services (HB 61 LA)

• Limits increases for noninstitu-

tional services such as home
health, clinic, ambulance, rural

health clinics. X-ray, family plan-

ning, and mental health clinics, to

7% (HB 61 LA)

• Establishes fee schedules for

physicians based on 75th percentile

of 1979 charges. Primary care

physicians are reimbursed al

100%, specialists at 90% (MA)

• Implements lock-in to physician and pharmacist

(MA)

• Requires skilled nursing facility participation in

Medicare as a condition of participation in Medicaid

(HB 61 LA)

• Requires prior approval for most dental services

(HB 61 LA)

• Requires dispensing of generic drugs (HB 61 LA)

• Assumes hospital utilization review from PSR0

(MA)

• Mandates a 65% state and 35%
county share for the nonfederal

costs of SNF and ICF services

which are not owned by the state

(HB 61 LA)

• Authorizes the department to

purchase health care services on a

prepaid basis (HB 61 LA)

• Apply for Home and Com-
munity Based Services waiver

(MP)*
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NORTH DAKOTA

• Establish competitive bidding for eyeglasses
(MP)

• Develop new TPL system (MP)

• Apply for Home and Com-
munity-Based Services waiver
(MP)

OHIO

• Reestablishes comprehensive outpatient health

facility services as a separate category of provider

(SB 530 LA)

• Implements copayments on vision care, durable

medical equipment, pharmacy, physical therapy,

psychology, dental, speech and audiology, medical

supplies, podiatry, and chiropracty for all recipients

except Family Planning and EPSDT (MA)

• Provides reimbursement to pub-

lic or nonprofit ICFs/MR that have
applied for but not yet received cer-

tification either at a prospective rate

or at a rate that takes into account

the actual costs of certification (HB
902 LA)

• Establishes prospective reim-

bursement system for outpatient

health facilities(SB 530 LA)

• Reduces interim payments to

hospitals and nursing homes except

ICFs/MR if expenditures are esti-

mated to be greater than appropria-

tions. Adjustments to recoup reduc-

tion will be made in FY 84 (SB 530
LA)

• Reimburse outpatient ser-

vices on a fee-for-service ba-
sis (MP)

• Charges interest on overpayments at 3% over

Federal Reserve Discount Rate (MA)

• Establish capitated primary
care network (MC)

OKLAHOMA -

• Increases personal care ser-

vices per diem (MA)

• Increases reimbursement for ICF

and ICF MR (MA)

OREGON

• Limits EPSOT dental services (MA)

• Adds speech therapy services (MA)

• Adds hearing aid services for adults (MA)

• Impose $1 copayment on physician visits

for all recipients excluding those categories
exempted under federal law (MP)
• Impose $4 copayment on nonemergency
services in OPD for all recipients excluding
those categories exempted under federal law
(MP)

• Reduces fees for physician office

visits (MA)

• Reduces surgical and anesthetist

fees 10% (MA)

• Lowers hospital per diem for

General Assistance recipients to

72% of Medicare audited cost (MA)

• Institutes prior authorization tor nonemergency
transportation (MA)

• Received Home and Community
Based Services waiver (MA)*
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PENNSYLVANIA

• Limits methadone maintenance clinic visits to 7 a

week (MA)

• Adds podiatrist services for medically needy (MA)

• Impose $.50 copayment on prescription

drugs (HB 2552)

• Increases hospital outpatient

clinic visit fees from $6 to $10
(MA)

• Increases home health agency
fees from $13 to $18 (MA)

• Changes reimbursement ceiling

for nursing homes from mean to

median cost (MA)

• Eliminates payment for deprecia-

tion and interest to nursing homes
that receive CON after Aug. 1982
(MA)

• Eliminates payment for less

than effective drugs (MA)

• Reimburses nurse midwives
directly (MA)

• Increases fees for outpatient

psychiatric partial hospitalization

from $4.50 to $5.50 an hour (MA)

• Changes reimbursement to coun-

ty nursing homes from Medicare

principles to same methodology as

private nursing homes (MA)

• Limits payment for "reserved

bed days" to nursing homes to Vs of

per diem (MA)

• Revise medical-surgical fee

schedule (MP)

• Limit hospital interim per
diem increases to 10%, audit-

ed rate to 9.8%, and rate for

hospitals serving a dispropor-
tionate number of low income
patients (over 24%) to 10.5%
(MP)

• Establish ceilings on non-
state operated ICFs/MR (MP)

• Assumes function of PSROs (MA)

• Increases third-party liability recovery efforts (MA)

• Use Medicare definition of skilled nursing
care (MP)

• Require nursing homes to participate in

Medicare (MP)

• Tighten fraud and abuse regulations (MP)
• Institute program to lock in recipients who
overutilize services to one physician (MP)

• Empanels a Health Care Cost

Containment Task Force (GA)

• Appropriate $3.2 million to

provide alternatives to institu-

tional LTC (GP)

RHODE ISLAND

• Eliminates certain dental services (MA)

• Limits orthodontic treatment to EPSDT (MA)

• Eliminates podiatry, eyeglasses and ambulance
service to medically needy only (MA)

• Allows self-pay nursing home residents to remain
as Medicaid recipients after depleting their funds (H
7312 LA)

• Eliminates coverage of 18-21

year old AFDC recipients (MA)

• Reduces hospital outpatient ser-

vices payment from 100% to 90%
of reimbursable costs (MA)

• Defines provider fraud and sets sanctions for

fraudulent activities (H 7804 LA)

• Imposes lien on estates of recipients over 65 who
are not survived by a spouse, a child under 21, or a

blind or disabled child (SB 2072 LA)

• Institutes state utilization review instead of using

PSROs (MA)

• Requires prior authorization for more than 5 admin-
istratively necessary days (MA)

• Received Home and Community-

Based Services waiver (MP)*

• Apply for Home and Com-
munity-Based Services (or

Chronically Mentally III waiver
(MP)
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SOUTH CAROLINA

• Eliminates chiropractic services (MA)

• Reduces prescription drug coverage from 4 to 3 a

month per recipient (MA)

• Limits inpatient hospital days to 12 a year (MA)

• Eliminates immunization coverage, except for

EPSDT (MA)

• Limits vision exams to 1 a year (MA)

• Limits emergency dental exams to 3 a year (MA)

• Eliminates general disability as-

sistance group and general assis-

tance-ineligible spouse groups (MA)

• Increases income levels for insti-

tutionalized individuals from
$714.00 to $852.90 (MA)

• Lowers reimbursement for hospi-

tal outpatient services 46% (MA)

• Reduces physician reimburse-

ment by 10% (MA)

• Changes reimbursement for den
t<ll vKinn rarp and rlnrahlp mpriiralai, viaiuii bene, mill uumuic nicuiLdi

equipment from UCR to fee sched-

ules (MA)

• Establishes schedule for physi-

cians services (LA)

• Mandates that no provider fee in-

creases be given if they result in

program deficits (LA)

• Limits reimbursement for auto
travel to in-state (LA)

• Recovers overpayments to providers (LA)

• Extends TPL efforts by sharing information among
state agencies (LA)

• Establishes a homemaker/home
health aide project (0)

• Requires Long-Term Care Policy

Council to implement case manage-
ment and preadmission screening

(LAI

• Received Home and Community-

Based Services waiver (MA)

SOUTH DAKOTA

• Increases drug copayment from $.50 to $1 (SB
245 LA)

• Reduce covered hospital days (MC)
• Limit number of physician visits (MC)

• Tightens requirements for state-

only medical assistance program
(HB 1304 LA)

• Increases pharmacy dispensing

fee (SB 245 LA)

• Reduces reimbursement for

reserve bed days to 50% of per

diem (SB ?45 LA)

• Increase third party liability efforts (MA)

• Increase efforts to curtail fraud and abuse (MA)

• Reduces hours of care in

fCFs/MR (SB 245 LA)

• Received Home and Community-

Based Services waiver (MA)*

TENNESSEE

• Adds coverage of maternity services for all income
eligibles (MA)

• Adds children of intact families

with special diagnoses (e.g., hemo-
philia, renal disease, and conditions

of over 5 years duration (MA)

• Reduces percentage physician

profile payment, but roll forward to

1981 profile (MA)

• Modify reimbursement for

LTC to minimize inflation (MC)

• Tightens transfer of assets (HB 220b LA)

• Increases third-party liability recovery efforts

through subrogation and imposition of a 10% collec-

tion fee (SB 2235 LA)

• Allows Department to respond to federally man-
dated changes in Medicaid (SB 1594 LA)

• Eliminates state payment of deductible for

Medicare Part A (MA)

• Apply for Family Supple-

mentation waiver (MC)

'

• Apply for Home and Com-
munity-Based Services waiver

(MP)'

• Apply for waiver to create a
case management program
(MP)'

TEXAS

• Eliminates most vitamin and antianemia products
(MA)

• Consolidates standards of participation for SNFs
and ICFs (MA)

• Rewrites Medicaid program handbooks (MA)

• Requires prior authorization for certain

nonemergency surgical procedures (MA)

• Reviews medical necessity of hospital readmis-

sions within 90 days of previous discharge (MA)

• Monitors weekend admissions (MA)

• Monitors weekend discharges and disallows pay-

ment for stay, services, not medically necessary (MA)

• Apply for Home and Com-
munity-Based Services waiver

(MC)'

• Apply for case manage-
ment waiver (MC)'

• Develop a swing-bed pro-

gram (MP)
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UTAH

• Limits hospital stay tor normal deliveries to 2 days

(MA)

• Provides services in birthing centers (MA)

• Drops 28 day limit on hospital stays (MA)

• Implements PAS limits on hospital stays on a

selective basis by frequency of diagnosis (MA)

• Establishes list of 500 surgical

procedures to be reimbursed only

on an outpatient basis (MA)

• Establishes flat-rate payments

for home health services (MA)

• Develops a fee schedule for

physician payments (MA)

• Alter hospital reimburse-
ment methods (MP)

• Develop fee schedule for

outpatient surgical proce-
dures (MP)
• Adopt Medicare methodol-
ogy contained in Tax Equity

and Fiscal Responsibility Act
for hospital reimbursement
(MP)

• Studies Medicaid optional ser-

vices (HJR 37 LA)

• Received waiver to institute a

case management program (ma)

• Received Home and Com-
munity-Based Services waiver

(MA)*

VERMONT

• Institutes a $1 copayment for prescription drugs,

except for nursing home residents (MA)

• Reimburses SNFs and ICFs on a

reasonable cost-related basis. Im-

plements prospective system by

3/83 (HB 304 LA)

• Reimburse hospital ERs
only for emergency services

(MP)

• Received Home and Community-

Based Services waiver (MA)*

• Establishes fund to receive dona-

tions, appropriations, and federal

matching funds to promote com-

munity living programs for the

elderly and handicapped (H 721 LA)

VIRGINIA

• Limits preoperative hospital days to 1 (MA)

• Eliminates Friday and Saturday nonemergency
hospital admissions (MA)

• Limits inpatient hospital stays to 75th percentile of

PAS diagnosis up to a maximum of 21 days (MA)

• Provides state funding for abortions for Title XIX-

eligible women in cases of rape or incest (HB 541 LA)

• Authorizes direct contracts between Medicaid
agency and clinical psychologists (HB 598 LA)

• Requires generic drugs be substituted for multiple

source drugs in formulary (HB 30 LA)

• Limits physician services to 21 visits per hospital

admission (HB 30 LA)

• Imposes $1 copayment on nonemergency clinic

services for all recipients (HB 30 LA)

• Eliminates 18-21 year old AFDC
recipients (MA)

• Eliminates recipients whose eli-

gibility was based on Title XX child

care payments (MA)

• Eliminates medically needy care-

taker relatives whose eligibility was
based on AFDC, except for prenatal

and delivery services (MA)

• Restricts eligibility of aged, blind,

and disabled for mental hospitals

and ICF/MR to $852.90 a month
(MA)

• Limits drug reimbursement to

75th percentile of range in formu-

lary (MA)

• Implements prospective reim-

bursement for hospitals based on

size of facility and urban versus

rural with special consideration for

hospitals with disproportionate

number of Medicaid patients (MA)

• Implements prospective reim-

bursement for nursing homes based

on ceilings established by region

(MA)

• Reimburses up to 75th percentile

of range of costs for drugs having

several substitutes (HB 30 LA)

• Changes reimbursement for out-

patient hospital lab services from

• Allows recertification of nursing home care by

nurse practitioners and physician assistants (MA)

• Transfers provider fraud and abuse unit to Attorney

General (HB 187 LA)

• Amends transfer of assets restrictions (HB 627

LA)

• Requires participating nursing homes to readmit

Medicaid recipients discharged to a hospital at next

available vacancy (HB 30 LA)

• Resumes utilization review of hospital services

previously performed by a PSR0 (MA)

• Intensifies monitoring of hospital stays lasting from

15 to 21 days (MA)

• Implements more restrictive criteria for ICF eligibili-

ty (MA)

• Requires physician certification and review every

90 days of habilitative services in ICF/MR (MA)

• Extends CON moratorium for

nursing homes (H 879 LA)

• Studies methods to increase

third party liability recoveries (HJR

92 LA)

• Provides criteria for exclusion of

CON for adult homes and nursing

homes (HB 654 LA, HB 91 LA)

• Requires children over 18 to con-

tribute to costs of parents receiving

Medicaid (HB 628 LA)*

• Amends state plan to require

children to contribute to costs of

parents receiving Medicaid (HB 629

LA)*

• Received Home and Community-

Based Services waiver (MA)*
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VIRGINIA, continued

• Imposes following copayments on prescription

drugs lor all recipients, including nursing home
residents:

—$.50 per prescription of $10 or less

—SI per prescription of more than $10 (HB 30 LA)

• Imposes following copayments on medically needy

services:

—Inpatient, hospital: $30 per admission

—Outpatient, hospital, nonemergency: $2 per visit

—Physician: $1 per visit

-Dental: $1 per visit (HB 30 LA)

• Eliminates podiatry services (HB 30 LA)

• Eliminates purchase or repair of eyeglasses except

for categorically needy resulting from EPSDT (HB 30
LA)

• Imposes $1 copayment for eye exams on medical-

ly needy and all other recipients over 21 (HB 30 LA)

• Imposes $1 copayment for dental exams except as

a result of EPSDT (HB 30 LA)

• Eliminates nursing home reserve bed days while

recipient is in hospital (HB 30 LA)

• Increases reimbursement for

hospital outpatient services from

90% to 100% of cost (HB 30 LA)

• Establishes a maximum allow-

able cost for some multiple source

drugs (HB 30 LA)

• Limits payment to one dispens-

ing fee per month for each legend

drug dispensed to nursing home
recipients (HB 30 LA)

WASHINGTON

• Allows restoration of chiropractic services (ESSB
4285 LA)

• Limits hospital days by PAS diagnosis (MA)

• Increases reimbursement for

primary care services (MA)

• Implements new reimbursement

system for drugs based on esti-

mated acquisition cost (MA)

• Limits semi annual increases in

provider rates to 1.6% for nursing

homes and 3.75% for all other pro-

viders (ESSB 4369 LA)

• Implements prospectively deter-

mined rate for hospitals (MA)

• Cancels 3.75% rate increase to

all vendors (MA)

• Reduces rates for lab tests by

10% (MA)

• Implements wage component
limitation plan for hospitals (MA)

• Cancels scheduled rate in-

creases for nursing homes and

other vendors (SSB 5021 LA, HB
1249 LA)

• Requires second opinion for certain elective sur-

geries (MA)

• Requires prior approval of nonemergency hospital

admissions (MA)

• Implements voluntary ambulatory surgery program

(MA)

• Require volume purchase of lab tests (MC)

• Permits copayments, deductibles

or coinsurance requirements for

recipients of any medical program

(ESSB 4418 LA)

• Increases medically indigent

deductible to $1,500 (MA)

• Apply for Home and Com-
munity-Based Services waiver

(MP)'
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WEST VIRGINIA

• Eliminates coverage of reserved beds in nursing

homes (MA)

• Limits ER coverage (MA)

• Reduces coverage of inpatient hospital days to 20

per year (MA)

• Eliminates eyeglasses and exams for persons over

21 (MA)

• Eliminates dental services for those over 21 (MA)

• Eliminates pharmacy for medically needy (MA)

• Reduces number of drugs in formulary (MA)

• Reinstates coverage of prescription drugs for med-

ically needy (MA)

m OnrinAAr inlnriiti n illma ntp fnr in• neouces inierim payrnenis iur in-

patient hospital services by 15%
(MA)

• Revise reimbursement me-
thodology for institutional ser-

vices (MC)
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LA)
• Creates a board of state agency directors to study

and recommend improvements in continuum of care

services (HB 1921 LA)

• Institute TPL recovery from absent parents

(MP)

• Implement tape-to-tape billing for all pro-

viders (MP)

• Tighten transfer of assets restrictions (MP)

• Makes $1 million supplemental

appropriation for drugs to prevent

elimination of service (HB 1787 LA)

• Apply for waiver to impose
copayment on physician ser-

vices (MP)

'

• Apply for Home and Com-
munity-Based Services waiver
(MP)'

WISCONSIN

• Provides hospital psychiatric services for persons

age 22-64 (MA)

• Phases out two lowest levels of ICF services (MA)

• Reimburses nonemergency care

provided in emergency rooms at of-

fice visit rate (MA)

• Reimburses certain inpatient pro-

cedures at outpatient rate (MA)

• Reimburses physicians on a

uniform fee schedule rather than

Medicare profile rates (MA)

• Defers 1983 rate increases for 3

months (SB 783 LA)

• Limits home health reimburse-

ment to a maximum allowable rate

based on geographic/demographic

classification (MA)

• Monitors PSRO utilization review activities (MA)

• Requires volume purchase of eyeglasses (MA)

• Implements a durable medical equipment index to

limit coverage, reimbursement, and outlines prior

authorization (MA)

• Establishes a pilot nursing home
preadmission screening program

(MA)

• Received waiver to implement an

HMO primary provider lock-in pro-

gram (MA)*

• Allows counties that assist in

recovering fraudulent payments to

retain 15% of the amount recov-

ered (SB 783 LA)

• Apply for freedom-of-choice
waiver to control psychiatric

services utilization (MP)

WYOMING

No new initiatives



APPENDIX

PROVISIONS OF THE TAX EQUITY AND
FISCAL RESPONSIBILITY ACT (PL 97-248)

AFFECTING THE MEDICAID PROGRAM

Optional Copayments—States will be allowed to charge nominal

copayments on all Medicaid services—with some exceptions. Current

law prohibits cost-sharing for mandatory services provided to the cat-

egorically needy. This provision will eliminate that restriction. Copay-

ments may not be charged on the following groups and services:

persons under age 18 (or, at the state's option, persons up
to 21);

services related to pregnancy (or, at the state's option, all

services provided to pregnant women);
persons in skilled nursing or intermediate care facilities;

categorically needy recipients enrolled in HMOs (or, at the

state's option, all recipients enrolled in HMOs);
family planning services; and
emergency services.

Copayments may be charged for nonemergency services delivered

in an emergency room. The term "nominal" will continue to be de-

fined as it is currently in regulation, with a schedule based on the cost

of the service. The Secretary of Health and Human Services (HHS)
may increase the level of nominal copayments, but when he does he

must take the level of cash assistance in the state into account. The
Secretary can waive the nominal level of copayment only in the case of

nonemergency services provided in an emergency room, when a state

has demonstrated that adequate alternatives to the emergency room
are available for nonemergency care. If a state is granted such a

waiver, it can no more than double the copayment schedule in regula-

tions for the nonemergency services.

The law also has a provision that says no provider in the Medicaid

program can deny services to an individual who is unable to pay the

required copayment. This does not, however, excuse the beneficiary

from the liability of paying such charges. This section of the law

became effective on October 1, 1982. If a state needs approval of its

legislature to comply with the provisions of this section, it may seek a

waiver from the Secretary of HHS to delay compliance until the first

day of the first calendar quarter beginning after the close of the first

regular session of the state's legislature that begins after the date of

enactment of this act.

Liens and Transfer of Assets—The current law on placing liens was
modified to allow states, if they chose, to impose liens on the real

property of recipients who, after a hearing, are determined to be per-

manently institutionalized. States will not, however, be allowed to im-

pose the lien if the recipient's spouse, or blind, disabled, or dependent
child is residing in the home. Further, the lien cannot be imposed if a

recipient's sibling, who has equity in the home, and was residing in the

home for one year prior to the institutionalization of the recipient, is

still residing there.

Foreclosure on the lien cannot take place if the recipient's son or

daughter is residing in the home, and has lived there continuously for

at least two years prior to the recipient's institutionalization. In addi-

tion, to avoid foreclosure, the son or daughter must have provided

care to the recipient that delayed institutionalization. Neither can

foreclosure take place if a sibling who resided in the home with the

recipient for one year prior to institutionalization, even if the sibling

has no equity in the home, is still living in the home.
If a state chooses, it can deny Medicaid benefits to persons who

have disposed of their homes at less than fair market value in the last

24 months. Congress decided that the period of ineligibility will be 24

months, except that a state may set it at more than 24 months if the

uncompensated value of the home was greater than 24 months of

Medicaid benefits, and a state is required to make it less than 24

months if the uncompensated value is less than 24 months worth of

Medicaid benefits.

This provision also allows states to waive transfer of assets re-

quirements in cases of undue hardship. The Congress also agreed to

exempt such items as burial funds in determining SSI and Medicaid

eligibility.

These provisions became effective on the date of enactment.

Error Rate Tolerance—Beginning in the third and fourth quarter of

FY 83 and continuing into later years, states will be subject to fiscal

sanctions for erroneous medical assistance expenditures of greater

than 3 percent. These sanctions will be levied prospectively based on

historical state data. Waivers from the secretary will still be available

for states which have shown a good faith effort to meet the target

level. The most recent quality control data shows a national average

for the Medicaid eligibility error rate of 4.1 percent, with 19 states

below 3 percent.

This section also revises which errors could be measured for the

purpose of sanctions. Currently, only eligibility errors are counted,

and this will continue. Of the eligibility errors, however, technical er-

rors are excluded for the purpose of sanctions. The conference report

defined technical errors as, "errors which, if corrected, would not

have made a difference in the amount of medical assistance paid." In

addition, in spend-down cases, when errors are made in determining

eligibility, only the smaller of the amount of Medicaid benefits provid-

ed, or the amount of income that was miscalculated, shall be counted

as an erroneous payment. Similarly, when errors are made in such

cases in the resource test, the amount counted as an erroneous pay-

ment will be the smaller of the Medicaid benefits paid out or the

miscalculated amount of resource which exceeds the allowable

resource level. DHHS policy on resource error has been that the

Medicaid benefits paid out are the error, so this provision makes a

significant change in that policy.

This section of the bill took effect upon enactment.



Medicaid Coverage ofHome Carefor Disabled Children—States will

be given the option of providing Medicaid home care coverage to

disabled children currently eligible only when institutionalized. This
provision applies to children under 19 who meet the following criteria:

• the child would be eligible for SSI if in an institution;

• the child requires thfi level of care provided by an institu-

tion;

• it is appropriate to provide such care outside the institu-

tion; and
• the estimated cost of the care at home is no more than the

estimated cost of institutional care.

This section became effective October 1, 1982.

Amendment to Freedom-of-Choice Waivers—The secretary will no
longer be allowed to waive the requirements in Title XIX for states

contracting on a risk basis with HMOs and other prepaid entities (Sec-

tion 1903(m)) when granting freedom-of-choice waivers. The con-
ference committee report states that the types of entities not subject to

Section 1903(m) requirements are contracts between the states and one
or more physicians, under which:

• case management is the primary purpose;
• hospital services are not by or under contract to the physi-

cian or physician group;
• the entity receives no more than 75 percent of its revenues

from Medicaid and Medicare patients;

• the Medicaid revenue the physician or physician group
receives does not increase by more than 20 percent as a
result of the recipient's lower utilization of hospital and
other services; and

• primary care services are available on a 24-hour basis.

State waivers which were granted by August 10, 1982, will be
allowed to continue under the previous waiver conditions, but only for
the period that they were initially approved. This change was among a
number of technical changes to P.L. 97-35, last year's Reconciliation
Act.

Moratorium on Nursing Home Regulations—There will be a six-

month moratorium on federal nursing home regulations. This provi-
sion, which came out of the conference committee, is a direct result of
the proposed rules on survey and certification HHS issued in May,
and calls for further review and consultation on these rules.

Medicaid in American Samoa—Medicaid funding for American
Samoa is provided at a 50-percent matching rate, up to a maximum of
$750,000.

MEDICARE CHANGES AFFECTING MEDICAID

Medicare Reimbursement to Hospitals—Medicare reimbursement to
hospitals will undergo dramatic changes in the next few years. The

planned revision of the system has four parts. First, current Section
233 limits on routine hospital costs will be extended to cover ancillary
costs as well. The ceiling for each hospital would be based on a cost-
per-case methodology, and adjusted for case mix. The new limitation
would be applicable to hospital cost reporting periods beginning on or
after October 1, 1982. The limit in the first year would be 120 percent
of the mean for hospitals of the same type; in the second year, 1 1 5 per-

cent of the mean; and in the third year, 1 10 percent. Adjustments will

be required for psychiatric hospitals, hospitals serving low-income
populations, as well as for other special cases.

Second, a target reimbursement system will be established which
gives financial rewards to hospitals meeting their targets, and
penalizes hospitals over their target (penalties in the first two years
only). A bonus of 50 percent of the savings would be given to hospitals
which come in under their targets (not to exceed 5 percent of the target
rate), and a hospital would be allowed only 25 percent of its costs over
the target. The system would apply for the first three cost reporting
periods after October 1, 1982, but terminate as soon as a prospective
system is implemented.

Third, the secretary is required to develop a Medicare prospec-
tive reimbursement proposal for hospitals, skilled nursing facilities,

and other providers for whom it is feasible. The secretary is to consult
with Congress during the development, and report back to the rele-

vant committees on the proposals within five months.
Finally, the secretary would be authorized to approve a state's

request that Medicare hospital payments could be made under a

hospital reimbursement control system in the state if the following

criteria were met:

• the system applies to substantially all nonfederal hospitals

and at least 75 percent of the inpatient hospital revenues in

the state;

• the system treats payors, hospital employees, and patients

equitably; and
• the secretary is satisfied that the system will not result in

greater Medicare expenditures over the three-year period.

The secretary can take into account previous reductions in

Medicare rates of increase due to the state hospital reimbursement
system. The secretary would be prohibited from terminating a

Medicare demonstration project authorized under current law until six

months after he notifies a state of his decision to terminate.

Reimbursementfor Inpatient Radiology and Pathology Services—The
current 100 percent reimbursement rate applied to services provided to

hospital inpatients, furnished by radiologists and pathologists who ac-

cept assignment, is eliminated. It is replaced by an 80 percent reim-

bursement rate as with other physicians, after the Part B deductible is

met.



Increase in the Part B Premium—The Part B premium will be indexed

to cover 25 percent of the program costs. This will result in larger in-

creases in the premium than current law calls for. This change would
result in an increase in the premium to $13.70 beginning July 1, 1983

(rather than the $13.10 projected under current law), and a monthly
premium of $15.30 beginning July I, 1984 (rather than the $14.00 pro-

jected under current law). The normal Part B premium calculation

and limitation would resume July 1, 1985.

Prohibition of Payment for Ineffective Drugs—This provision im-

plements a section of last year's Omnibus Budget Reconciliation Act
(Section 2103) which was delayed. Federal funds are prohibited from
being used to pay for certain less-than-effective drugs. This affects

both Medicare Part B and Medicaid.

ESTABLISHMENT OF UTILIZATION AND DUALITY CONTROL PEER REVIEW PRO-

GRAM

The existing Professional Standards Review Organization

(PSRO) program was repealed and the secretary is required to enter

into performance contracts for utilization and quality control peer

review. The secretary is also required to consolidate geographic areas

previously established for PSROs. These contracts are to be for two

years with organizations composed of, or having available, a substan-

tial number of licensed physicians. Contracts with provider or

provider-affiliated organizations would be prohibited. The peer

review organizations would be exempt from the Freedom of Informa-

tion Act. They would, however, be required to disclose to the ap-

propriate state agency information identifying a particular practi-

tioner or provider when, in the organization's judgment, there is

reason to believe that a risk to the public health exists. In addition, the

review organizations are required to disclose information to a state or

federal fraud and abuse agency, or an authorized licensure or certifi-

cation agency, at the request of such an agency on a case-by-case

basis. References to PSROs in Title XIX are amended to read "peer

review organizations." Utilization review and control requirements

within Medicaid, however, remain unchanged.

Richard N. Jensen
Senior Policy Analyst
American Public Welfare

Association
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