
MINUTES 

MONTANA HOUSE OF REPRESENTATIVES 
51st LEGISLATURE - REGULAR SESSION 

SUBCOMMITTEE ON HEALTH AND HUMAN SERVICES 

Call to Order: By Dorothy Bradley, on January 31, 1989, at 8 
a.m. 

ROLL CALL 

Members Present: All members were present. 

Members Excused: None 

Members Absent: None 

Staff Present: Peter Blouke, LFA 

Announcements/Discussion: Executive action: AFDC, General 
Assistance, OBRA, Catastrophic Coverage Act, Welfare Reform 
Act, Primary Care, Nursing Homes 

HEARING ON VOCATIONAL REHABILITATION 

Presentation and Opening Statement: Dr. Blouke presented issue 
sheets in the SRS budgetary process. He stated the 
calculation of maintenance of effort with the vocational 
rehabilitation program. (See Exhibit 1.) Maggie Bullock 
explained that the maintenance of effort is based on the 
three-year average of state funds that have been spent by 
Montana and our current maintenance of effort is 
approximately $1.4 million. That is a minimum. The law 
states that once a state has proclaimed its maintenance of 
effort level it has to stay at that level or increase. Ms. 
Bullock explained that the LFA vocational rehabilitation 
budget is short approximately $100,000 in general fund. 

Ms. Bullock reported that the lARA is set; the $300,000 is the 
limit for administration and $365,000 for benefits. 

Questions From Subcommittee Members: Sen. Keating asked Ms. 
Bullock if the $100,000 is a match and the chairman replied 
yes this was an 80/20 percent federal/state match. 

Rep. Cody inquired what would happen if the caseload dropped. 
Ms. Bullock reported that the certified caseload had dropped 
but the total caseload is not decreasing. However, only the 
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certified can be paid out of the trust fund. 

DISPOSITION OF FUNDING FOR VOCATIONAL REHABILITATION 
Tape No. A093 

Motion: Motion by Sen. Van Valkenburg to accept executive 
current level budget for funding vocational rehabilitation. 
See Exhibit 2. 

Recommendation and Vote: Motion carried with Rep. Cobb and 
Grinde dissenting. 

HEARING ON MCCA, OBRA, AND WELFARE REFORM ACT 

Presentation and Opening Statement: Mr. Tickle presented the 
revised estimates of major program costs. See Exhibit 3. 
He said that the subcommittee had asked him to set down with 
the budget office and the Montana Health Care Association to 
try to arrive at some agreement or identify where there 
could not be agreement on the cost estimates we are using 
for implementation of OBRA provisions related to nursing 
homes. 

Mr. Tickell discussed the costs of implementing the Medicare 
Comprehensive Catastrophic Act (MCCA), the Omnibus Budget 
Reconciliation Act (OBRA) and Welfare Reform Act. The type 
and total funding is detailed across the bottom of the 
revised estimates. See Exhibit 3. 

Mr. Tickell made a report to the subcommittee on estimated OBRA 
costs as related to nursing homes. See page 10 of Exhibit 
3. Discussion followed. 

Testifying Proponents and Who They Represent: Lois Steinbeck and 
Dave Thorsen, Rose Hughes, Executive Director of the Montana 
Health Care Association (MHCA), Mona Jamison, Steve Waldron 

Proponent Testimony: Lois Steinbeck remarked that the 
contingency fund of $2,043, 267 in 1990 just does not cover 
welfare reform. There are three pieces of major federal 
legislation from which we are only beginning to feel the 
impact. She stated that there is more concern right now 
about the impact of ICCA than the federal welfare reform in 
terms of accurately predicting the changes. Most of the 
people we are helping there aren't necessarily employed. We 
may have to cover them no matter what federal reform does. 
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Dave Thorsen referred subcommittee to AFDC case load in Exhibit 3 
which projects a 4% increase per year and in revising 
projections in 1989, the 4% increase is still the best 
estimate. 

Rose Hughes presented testimony on the effect of implementation 
of OBRA provisions as related to nursing homes by SRS. 

Testimony on medical necessity by Mona Jamison reflects that 
Medicaid regulations allow individual states the discretion 
to place appropriate limits on a service based on such 
criteria as medical necessity or on utilization control 
procedures. However, if a state chooses to provide an 
optional service (such as physical therapy), then the 
amount, scope and duration of those services must be 
sufficient to meet the general purposes of the state's 
Medicaid program, and services must be consistent with the 
state's definition of medical necessity to meet that 
purpose. Current Montana statutes do not provide a clear 
statement of legislative intent for the administration of 
the state's Medicaid program relative to the issue of 
medical necessity. Mrs. Jamison summarized by saying the 
final testing of medical necessity would require evaluation 
as to the constitutionality and legality of defining 
"medical necessity." 

Chairman Bradley stated that instead of making a ruling on 
severity or need, in the past the policy has been first 
come, first served. Allocating money to a needed program 
such as kidney dialysis which runs out before the first year 
of the biennium is not a method procedure to create 
legislative intent or policy. 

Testimony was provided by Steve Waldron on utilization review of 
services provided to the community mental health center. 

Mr. Waldron reported that in the adult system, the state has not 
provided the services to the adult chronically mentally ill 
that we should have. 

Sen. Van Valkenburg presented copies of a letter from Bev 
Reynolds, Clinic Coordinator, UM Speech, Hearing and 
Language Clinic to the subcommittee. See Exhibit 4. 

Testifying Opponents and Who They Represent: Judith Carlson, 
Montana Association of Social Workers, Brenda Norlund, 
Montana Women's Lobby 

Opponent Testimony: Testimony was presented by Judith Carlson. 
She opposed placing restrictions on the Medicaid program. 
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Testimony was presented by Brenda Nordlund. She opposed 
restrictions on medical services. 

Questions From Subcommittee Members: Rep. Cobb asked why was the 
inflation increase factor of two percent per year added into 
the total estimate. Mr. Tickell stated that this is 
currently consistent with the Governor's budget. Cost on 
page 10 spread sheet are consistent with the revised 
estimates of major program costs per Governor's budget. See 
pages 1-2 of Exhibit 3. 

Rep. Cobb asked if Medicare would be paying part of· the cost that 
was picked up in the past by Medicaid. Mr. Tickell stated 
that under OBRA, 38% would be picked up by Medicare and 
Medicaid will represent only 62% of the cost. 

In answer to Sen. Hofman's inquiry as to why GA case load is 
dropping, Mr. Tickell stated they were not sure. Possibly 
people moving out of state, better employment, etc. The 
last page of Exhibit 3 reflects the general assistance 
caseload reduction. 

In regard to AFDC case load reduction, Rep. Cobb inquired as to 
how soon an impact will be felt from the project work 
program. Mr. Tickell said this is a factor his department 
is also trying to determine but it is hard to project. The 
chairman inquired if we can at least see a start in holding 
the caseload level. Mr. Tickell said that could be. 

Sen. Keating asked how funding would be handled if we were wrong 
in our assumptions and caseload increased more than 4%. Mr. 
Tickell said that the department could fund through a 
supplemental. 

Rep. Cody inquired about primary care. Mr. Tickell indicated 
there would be a decrease in cost of Medicaid through the 
biennium because increased costs are driven by the AFDC 
caseload, and so what we will be seeing is a moderation in 
that case load so we will be seeing a moderation in primary 
care utilization. 

In answer to questions form the subcommittee, Ms. Hughes reported 
that if OBRA estimated costs are not funded adequately, the 
cost becomes too excessive for the nursing homes. Sen. Van 
Valkenburg asked Ms. Hughes who should come up with money to 
balance the budget. Ms. Hughes replied if the general 
public demand more services, then the taxpayers should pay 
for them. 

Chairman Bradley asked Mrs. Jamison if some contract money was 
set aside for some type of utilization review if that would 
be an appropriate mechanism to define the specifics medical 
necessity and a process to establish criteria. Ms. Jamison 
replied that this would indeed be a step forward and would 
let providers feel that positive steps are being taken. She 
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said that process would cost money but felt you would end up 
saving money and you end up building relationships between 
the legislature, the department and the providers and 
recipients. It would represent the cooperative benefits of 
working together and avoid confrontations. 

Chairman Bradley asked if utilization of services has gone up. 
Mr. Waldron reported that utilization of community mental 
health services has gone up due to expansion of services to 
persons with chronic mental illness and services have also 
been expanded to twq adolescent day treatment programs, one 
in Helena and one in Great Falls. Chairman Bradley stated 
that there has also been a dramatic increase/expansion of 
services for adolescents in Rivendell, Rivendell II and 
Shodair. 

Chairman Bradley asked Dr. Blouke and the department to look at 
and refine the language of what constitutes "medically 
necessary." 

Sen. Van Valkenburg inquired about the federal Medicaid matching 
rate and why it fluctuates. Mr. Tickell said the rate was 
based on personal income and Montana's standing relative to 
other states. 

If Montana has an economic upturn during biennium, Sen. Van 
Valkenburg inquired, would this affect the rate. Mr. 
Tickell replied that if economics get better, the match gets 
worse. 

ADJOURNMENT 

Adjournment At: 10:30 a.m. 

DB/tcp 

2623.MIN 
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CALCULATION 

EXEC/LFA 
BUDGETS 

PENALTY 

MAINTENANCE OF EFFORT 
VOCATIONAL REHABILITATION 

EXHIBIT-a..1 ~--...-.......-_ 
DATE 1- 31-69 . 
HB _____ _ 

The Maintenance of Effort level for VR is 
calculated by averaging the· state match for 
Section 110 funds for the past three years. 
For 1990, the Maintenance of Effort is 
based on the years 1987, 1988, and 1989. 
SRS determined the Maintenance of Effort 
level for 1990 by averaging the state funds 
listed on the federal expenditure reports 
for 1987 and 1988 and the budgeted state 
funds for 1989. The Maintenance of Effort 
level for 1990 will be $1,418,842. 

The executive budget includes funds for 
Maintenance of Effort. The LFA budget only 
includes $1.3 million which can be used 
towards the Maintenance of Effort level. 
Approx~ately $96,000 general fund in 1990 
and $~~OOO in 1991 needs to be added to 
the LFA budget to meet the Maintenance of 
Effort level. 

If the Maintenance of Effort Level is not 
met, the VR program will be reduced six 
dollars for every dollar below the 
Maintenance of Effort level. 
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31-Jan-89 

FUNDING VOCATIONAL REHABILITATION: EXECUTIVESUR~ENT LEVEL 

FISCAL 1990 FISCAL 1991 
OP~RATIONS AND SERVICE 

Fed Inservice $17,950 $17,952 
Fed Dis Determ $27,000 $27,000 
Fed Section 110 $1,639,822 $1,637,920 
Fed Sup Employmnent $215,224 $214,661 
Fed lndepend Living Part A $34,310 $34,195 
State lARA $300,000 $300,000 
Worker Comp Panels $89,197 $86,845 
Gen Fund lnservice $1,994 $1,995 
Gen Fund Match $109,604 $109,141 
Gen Independ Living Part A $3,812 $3,799 

$2,438,913 $2,433,508 

BENEFITS 

Fed SSI/SSDI $102,378 $102,378 
Fed Independ Living Part A $220,000 $242,000 
Fed Sup Employment $436,023 $472,831 
Fed JTPA $333,000 $333,000 
Fed Section 110 $3,290,381 $3,250,080 
State lARA $365,400 $321,000 
GF Independ Living Part A $29,019 $29,019 
Gen Fund Extend Emp $269,095 $269,095 
Gen Fund SECTION 110 $457,546 $491,859 

$5,502,842 $5,511,262 

Federal Funds $6,316,088 $6,332,017 
St~te lARA Funds $754,597 $707,845 
Gen~ral Fun,ds $871,070 $904,908 

Total Funds $7,941,755 $7,944,770 

EXHmlT Q(""-,-_~,,--_ 
DATE t -:3/-8q 
HB _____ _ 
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FUNDING VOCATIONAL REHABILITATION: CURRENT LEVEL 

FISCAL 1990 FISCAL 1991 
OP~RATIONS AND SERVICE 

Fed Inservice $17,950 $17,952 
Fed Dis Determ $27,000 $27,000 
Fed Section 110 $1,640,533 $1,638,632 
Fed Sup Employmnent $215,224' $214,661 
Fed lndepend Living Part A $34,310 $34,195 
State lARA $300,000 $300,000 
Worker Comp Panels $89,197 $86,845 
Gen Fund Inservice $1,994 $1,995 
Gen Fund Match $109,783 $109,319 
Gen lndepend Living Part A $3,812 $3,799 

$2,439,803 $2,434,398 

BENEFITS 

" Fed SSI/SSDI $102,378 $102,378 ( Fed lndepend Living Part A $220,000 $242,000 
Fed Sup Employment $436,023 $472,831 
Fed JTPA $333,000 $333,000 
Fed Section 110 $2,906,381 $2,906,381 
State lARA $365,400 $321,000 
GF Independ Living Part A $29,019 $29,019 
Gen Fund Extend Emp $269,095 $269,095 
Gen Fund SECTION 110 $361,546 $405,934 

$5,022,842 $5,081,638 

Federal Funds $5,932,799 $5,989,030 
State lARA Funds $754,597 $707,845 
General Funds $775,249 $819,161 ,.. 

Total Funds $7,462,645 $7,516,036 
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DEPARTMENT OF SOCIAL AND REHABILITATION SERVICES 

------------------ ------lmVIsm-ESTIH).TES-OF -MK.TOa--PtmG1U>.M-COSTS 

• • .- I I""~ i ~ 
£x Al'bl'ls 

89SESS 

----------------- ------01/30/89 

-1 --- ---------------" - ------"--- ---T---Per Governor's Budget - --I Revised Estlmates 1 Difference , 

~ ~---4:~~~:~~~~~~:~~~i~~~~~:~~:~~=~~~~~~~~~~~~:~::~:~~:~~~-~-~:-~:~~~~-~::::~~~~:-::::~~::g~~~:~:::~::::-~:~~~:~:~~~~~~:~~~~~~~~~l 
1 MCCA: 1 1 1 1 
1 Pregnant Women & Children 1 $2,970,646 $2,970,646 1 $591,906 $753,746 1 ($2,378,740) ($2,216,900) 1 

-- - r~uy;;Iri Telit-rent& - MoaT -------r:----$3 ;956 ~ 7U- $5,263,303-- r-- - $S-~ 464 ~ 009 ----$9 ;175,878 1----$1;507,288 $3,912,575 1 
1 QMB Co-Ins. & Ded. 1 $0 $0 1 $1,715,971 $3,396,727 1 $1,715,971 $3,396,727 1 
1 FTE's for QMB Impact 1 $0 $0 1 $61,362 $40,908 1 $61,362 $40,908 "I 

- -- r--Spousa.r-I-mpoverisfuitent----- ---r--------"-$0--------"----lO---,---$0,550;589 -- -$9;041;031- '----$6 ;550 ,589 ----$9;041 ,031 1 
1 NH 150 Day Coverage 1 $0 $0 1 ($3,863,142) ($4,172,118) 1 ($3,863,142) ($4,172,118) 1 
1 1 1 1 1 --- -- I OSR}.: --"----- ----------------- ----r------$3-~3zs_;-S98----$C 231,791-"- ,- ----$3-;360; 029----- $2;994,284-- 1--- ------ "$34, l31 - $1,762,493 1 
1 1 1 1 1 
1 Medicaid Waiver: 1 1 1 1 

--T-EldeilyWaiver-------- I -fr;B!r1"~509 -- H--$1-,95:3;781-]""-- $2-,1"6.J;469---lZ-;36.J;469-r-----U70;900 - -----$410,688- 1 
1 Disabled Waiver 1 $1,446,059 $1,492,090 1 $1,805,671 $1,805,671 1 $359,612 $313,581 1 
1 Primary Care Reduction 1 $0 $0 1 ($500,000) ($500,000) 1 - ($500,000) ($500,000) J... ----,--------- ---------------------,-.---------.-... ----.--.--- "--r---'--"-'-- .. -----.-.--.... -----.. ------,.--.---- --.-.----- 'I 

1 Welfare Reform 1 $2,108,737 $5,238,218 1 $2,108,737 $5,238,218 1 $0 $0 1 
I 1 I I I I DD Shortf8:11 -j-$O------·-lO-'----lJ4.r;284---$344;28rl--------$344,284'- ----U44;284 I 
I Voc Rehab Funding Mix 1 $0 $0 1 ($100,000) ($100,000) 1 ($100,000) ($100,000) 1 
I S8 101 1 $0 $0 1 ($778,947) ($1,076,585) 1 ($778,947) ($1,076,585) 1 -----r stat-eMedlcalReduction - T----$O- ----- - --- $0-, --($29,700)- - ($30,800) 1---{$29,700) --"- ($30,800) 1 
1 GA Case load Reduction 1 $0 $0 1 ($202,872) ($210,576) 1 ($202,872) ($210,576) 1 
1 AFDC Case load Reduction 1 $0 $0 1 ($231,768) ($593,554) 1 ($231,768) ($593,554) 1 

---r-primary-Care AdjUstmeiit------r---$97-;7I.tI;031 --nOO;919~J.08--I----$H~100 ;776-$100, 128,729 1- -($4,623,255) -- - ($790,379) 1 
I I I 1 1 
1 General Fund Contingency .. 1 . $0. $0 1 $2,043,267. ($649,718) 1 $2,043,267 t/ ($649,718) 1 

----- -I ".. - -- . - - ---- ---.- - --- - . ---""I ===:;-~.:.:::..;::-.;::=--..;:.;-,;,-::-----=.;:::;-,::,;:=-I.:.:=.;::.:.:;".:;-=,;,,;-;;..:..;:.';'::~:'--";;"----I-':-':~=";::-":';"-";-=----":'-";:;";-;"':------I 
1 Total Cost 1 $113,425,361 $119,068,937 1 $113,804,641 $127,950,594 I $379,280 $8,881,657 1 

~-~-----~-------. - ---~=~=~===~-~==~====~=====i~~======~~~~~~=~ 

1 Funding: 1 1 1 
1 General Fund 1 $26,646,398 $28,027,468 1 $26,646,398 $28,027,468 1 $0 $0 

"I --County' Funds' ·------------"1----$6 ;901,000-- $7,0:30,000 --,-- $6,9'02;822 .' $7,025,8:22 r--- ($4,178) ($4,178) 
I Federal Funds I $79,871,963 $84,011,469 1 $80,255,421 $92,897,304 1 $383,458 $8,885,835 1 
1 I 1-------------------------------1------------------------------1------------------------------1 

----r-~Total-Funarrig·---------I~$n3,42s_;361-- $119'~-068_;-gj7-1--$1T3"~-804~-641 $127;950;594 --1----- $379 ;280--- $8,881,657 1 
=========================================================================--=====-~=======~=================~-==========--======== 

----The"primaiy-care -adjustment" reflects-optJ:Oi1lj-Tproposeo:TostibcommIttee!)igreed to by- the-LFA &. OBP!' , 
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DEPARTMENT OF SOCIAL AND REHABILITATION SERVICES 
Economic Assistance Division 

MEDICARE CATASTROPHIC COVERAGE ACT OF 1988--PREGNANT WOMEN AND INFA~TS 

Effective July 1, 1989, states are mandated to provide Medicaid coverage to 
pregnant women whose household income is at or below 75~~ of the federal 
poverty level. Effective July 1, 1990, the requirement is applied to pregnant 
women whose household income is at or below 100% of the federal poverty level. 
States may choose whether or not to implement a resource test. 

Eligibility 

The income limits are on a sliding scale based on household size. The 
following have been projected for 1990 and 1991. 

Household Size 

2 
3 

SFY 1990 
75% Poverty Level 

518 
655 

All other eligibility requirements remain the same. 

Cost Estimate: Benefits 

Assumptions Used 

SFY 1991 
100% Poverty Level 

725 
908 

Assumes 238 women will no longer have to meet the spenddown requirement, but 
will immediately become categorically needy. Medicaid will pay the entire 
cost of the pregancy and the infant. 

Assumes that children will be covered for half year in FY1990. Medicaid 
reimbursement for prenatal care, delivery and post partum care is $670 (ARM). 
The average hospital obstetrical cost is $1,137 (MMIS reports). The total cost 
for delivery is $1,807. 

The average cost per child for the first year is $1,360 {Paid claims tape}. 
Assumes federal matching rate of 71.17% in FY 1990 and 71.28% in FY 1991. 

Calculation FY90 FY91 

238 women X Sl,807 = 430,066 430,066 
For 1990, 238 children X $1,360 X t year = 161,840 
For 1991, ?38 children X Sl,360 X 1 year = 323,680 

591,906 753,746 

General Fund 170,646 216,476 
Federal Funds 421,260 537,270 

591,906 753,746 

LEGIS2/200a -70-



DEPARTMENT OF SOCIAL AND REHABILITATION SERVICES 
Economic Assistance Division 

Cost Estimate: Impact on Workload and Other Administrative Costs 

Impact on Computer Systems 

Assumptions Used 

Assumes federal mathing rate is 50% (through the Department will apply for 
enhanced funding, the 90% rate). 

Assumes eligibility system modification will require two months of programmer 
(Grade 15, Step 4) time, or $4,473.60 in salary and benefits. 

Assumes need for 320 hours of computer time @ $15/hour, or $4,800. 

Assumes claims payment ~ystem modification will require 53 hours of programmer 
time @ $95/hour, or $5,035. 

Calculation 

Modification of Eligibility System (MIMS) 
Modification of Claims Program System (MMIS) 

SFYl990 

9,274 
5,035 

14,309 

General Fund 7,155 
Federal Funds 7,154 

14,309 

LEGIS2/200a -70.1-
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DEPARTMENT OF SOCIAL AND REHABILITATION SERVICES 
Economic Assistance Division 

MEDICARE CATASTROPHIC COVERAGE ACT OF 1988 -- MEDICARE PART B BUY-IN 
AND THE MEDICARE QUALIFIED BENEFICIARY PROGRAM 

MEDICARE PART B BUY-IN 

Definition 

The Medicare Part B Buy-in Program pays the Part B premium for Medicaid 
eligible persons who are disabled or 65 years or older. The premium was $17.90 
per recipient for calendar year 1987 and increased to $24.80 effective January 
1988. By paying this premium, the state is able to require medical providers 
to bill Medicare for services first. After the deductible is met, Medicare 
will pay at least 80 percent of the Medicare fee, leaving no more than 20 
percent for Medicaid to pay. Medicaid would pay the deductible up to the 
Medicaid for fee schedule. 

The state buys in individuals receiving assistance payments { i.e., SSI} and 
individuals receiving no assistance payments (i.e., the aged and disabled who 
are Medically Needy) at different federal matching rates. Federal participa­
tion for individuals receiving assistance payments is approximately 70 percent 
for FY88. Federal participation for individuals receiving no assistance 
payment is zero -- in other words, the total premium is paid with State 
General Fund dollars. 

Utilization and Costs for SFY 88 

Yearly Cost • • • • • • • • • • • • • • • • • • . • 
Assistance Payment Cases •••••••• 
Non-Assistance Payment Cases ••••••••• 

Average Number of Recipients per Month. 
Assistance Payments Cases •.••• 
Non-Assistance Payment Cases •••• 

THE QUALIFIED MEDICARE BENEFICIARY PROGRAM 

Eligibility and Coverage 

S 2,213,2713 
1,333,078 

880,200 

8,900 
5,435 
3,465 

The Medicare Catastrophic Care Act of 1988 has a major impact on the Medicare 
Buy-in Program. Under this Act, Medicaid is required to pay the premium, 
deductible and coinsurance of Medicare beneficiaries with incomes below the 
federal poverty level and resources less than twice the Supplemental Security 
Income (SS!) Program resource 1 imit. This means that non-assistance payment 
buy-in recipients--i.e., the medically needy--will be bought in for months 
during which they are meeting their incurment requirement. This results in 
additional costs to Medicaid because there will be more premium months for 
non-assistance recipients. Also, Medicaid will now be paying the deductible 
and coinsurance which, during the incurment period, was previously the 
clients' responsibility. The trade-off is that the client will no longer be 
able to meet his incurment requirement with the r1edicare deductible and 
coinsurance and thus may take longer to become eligible for services cover~d 
by Medicaid but not by Medicare. Also, under the Act, federal participation 
for non-assistance individuals is 70% rather than 0%. However, the premium 
will be higher, and the higher income level--up to the federal poverty level-­
will mean an increased buy-in caseload. 

LEGIS2/200a -32-
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DEPARTMENT OF SOCIAL AND REHABILITATION SERVICES 
Economic Assistance Division 

Medicald will be paying the Part A and Part R deductibles and coinsurance on 
more individuals, as well as on services covered by Medicare but not now 
cover.ed by Medicaid. Finally, under the Act, in 1991 Medicaid will have to 
pay the premium, deductible and coinsurance for the Medicare drug program. 

Cost Estimate: Benefits 

The following does not address the impact of the Medicare drug program. 

Buying-in the Medically Needy 

Assumptions Used 

Assumes that 3,828 non-assistance buy-in recipients (2,963 aged and 865 
disabled medically needy recipients) will be bought in a full twelve months. 
Recipient count is taken from FFY 87 HCFA-2082. Assumes 3,465 non-assistance 
recipients are currently bought in at a cost of $880,200 (from Management 
Operations Bureau 1988 report). 

Assumes that of 3,465 non-assistance recipients, 2,668, or 77%, are aged and 
797, or 33%, are disabled, based on distribution of medically needy recipients 
who are aged or disabled. 

Assumes that average 1988 Part B premium for non-assistance buy-in recipient 
is $21 (from Management Operations Bureau 1988 report). 

Assumes that the increase to the average 1988 Part B premium will be $8.00 in 
1989, $12.90 in 1990, and $18.36 in 1991. 

Assumes that Medicaid pays $338 in deductibles and coinsurance for an aged 
person and $424 in deductibles and coinsurance for a disabled person (from 
FFY87 HCFA-2082). 

Assumes federal matching rate of 71.17% in FY1990 and 71.28% in FY1991. 

Calculation of Increased Costs 

Increased Premium Expense for Current Caseload 
1990: 3,465 X 12.90 X 12 = 
1991: 3,465 X 18.36 X 12 = 

Increased Premium Expense for the Medically Needy 
1990: (3,8'8 - 3,465) X 33.50 X 12 = 
1991: (3,828 - 3,465) X 39.36 X 12 = 

Increased Deductible and Coinsurance Expense for 
the Medically Needy 

(3,828 - 3,465) X .77 X 338 = 
(3,828 - 3,465) X .33 X 424 = 

LEGIS2/200a 

Genera 1 Fund 
Federa 1 Funds 
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SFY 1990 

536,382 

150,109 

94,474 
50,790 

831,755 

239,795 
591,960 
831,755 

SFY 1991 

763,409 

174,286 

94,474 
50,790 

1,082,959 

311,026 
771,933 

1,082,959 



DEPARTMENT OF SOCIAL AND REHABILITATION SERVICES 
Economic Assistance Division 

Buying in the Categorically Needy 

Assumptions Used 

Assumes that 5,435 assistance recipients are bought in currently at a cost of 
$1,333,078 (from Management Operations Bureau 1988 report). 

Assumes that average 1988 Part R premium for assistance buy-in recipient is 
$20.58 per month (from Management Operations Bureau 1988 report). 

Assumes that the increase to the average 1988 Part B premium will be $8.00 in 
1989, $12.50 in 1990, and $18.36 in 1991. 

Assumes federal matching rate of 71.17% in FY 1990 and 71.78% in FY 1991. 

Calculation 

Increased Premium Expense for Current Caseload 
1990: 5,435 X 12.90 X 12 = 
1991: 5,435 X 18.36 X 12 = 

Buying in to the Poverty Level 

Assumption Used 

General Fund 
Federal Funds 

SFY1990 

841,338 

841,338 

242,558 
598,780 
841,338 

SFY1991 

1,197,439 
1,197,439 

343,904 
853,535 

1,197,439 

Assumes 10,050 Medicare Part A beneficiaries have income of $500/month or less 
(from LEADS tape) and will be enrolled over the next 24 months of the biennium 
at the following rate: 2,000 in the first month and 350 in every month 
thereafter. This will result in 3,925 fulltime equivalents in 1990 and 8,125 
fulltime equivalents in 1991. 

Assumes 77% of the above are aged and 33% are disabled (based on 1987 
HCFA-2082 on medically needy aged and disabled recipients). 

Assumes that average Part B premium for non-assistance buy-in recipient is 521 
(from Management Operations Rureau 1988 report). 

Assumes that the increase to the average 1988 Part B premium will be S8.00 in 
1989, 512.90 in 1990, and 518.36 in 1991. 

Assumes that Medi ca i d pays $338 in deducti b 1 es and coi nsurance for an aged 
person and and 5424 in deductibles and coinsurance for a disabled person. 

Assumes federal matching rate of 71.17~ in 1990 and 71.28% in FY 1991. 

LEGIS2/200a -32.2-



;" DEPARTMENT OF SOCIAL AND REHABILITATION SERVICES 
Economic Assistance Division 

Calculation SFY1990 

Premium Expense for new caseload 
1990: 3,925 X (21 + 12.90) X 12 = 1,596,690 
1991: 8,125 X (21 + 18.36) X 12 = 

Deductible and Coinsurance Expense for 
new caseload 

Aged, 1990: (3,925 X .77) X $338 = 1,021,521 
Disabled, 1990: (3,925 X .33) X $424 = 549,186 
Aged, 1991: (8,125 X .77) X $338 = 
Disabled, 1991: (8,125 X .33) X $424 = 

3,167,397 

General Fund 913,161 
Federal Funds 2,254,236 

3,167,397 

SFY1991 

3,837,600 

2,114,613 
1,136,850 
7,089,063 

2,035,979 
5,053,084 
7,089,063 

Cost Estimate: Impact on workload and other administrative costs 

The Department is working toward a July 1, 1989 implementation of the Quali­
fied Medicare 8eneficiary Program. There will be a need for additional 
eligibility staff to handle the increased caseload. 

Assumptions Used 

Assumes that there will be 5,850 cases opened in 1990 and 4,200 cases opened 
in 1991. 

Assumes that 57% of cases will be in state-administered counties and 43% of 
cases will be in state-supervised counties. This means that in 1990, 3,335 
cases will be in state-administered counties and 2,515 cases will be state­
supervised counties; in 1991, 2,394 cases will be in state-administered 
counties and 1,806 cases will be in stata-supervised counties. 

Assumes that the average caseload per eligibility worker is 285 cases. This 
means that in 1990, state-administered counties will require 12 additional 
FTEs and state-supervised counties will require 9 additional FTEs; in 1991, 
state-administered counties will require 8 further FTEs and state-supervised 
counties will reauire 6 further FTE. 

Assumes salary, benefits, rent and equipment for each FTE will be $21,900. 

Assump.s that matching rates for state-administered counties are 50~~ f~deral 
and 50~G state general fund and that matching rates for state-supervised 
counties are 50% federal, 42% county and 8% state general funds. 

LEGrS2/~OOa -32.3-



DEPARTMENT OF SOCIAL AND REHABILITATION SERVICES 
Economic Assistance Division 

Calculation 

FTEs for State-administered Counties 
1990: 12 X $21,900 = 
1991: 20 X $21,900 = 

Genera 1 Fund 
Federal Funds 

FTEs for State-supervised Counties 
1990: 8 X $21,900 = 
1991: 14 X $21,900 = 

General Fund 
County Funds 
Federa 1 Funds 

Total State-Administered and State-Supervised 
State-Administered 
State-supervised 

General Fund 
County Funds 
Federa 1 Funds 

SFY1990 

262,800 

262,800 

131,400 
131,400 

262,800 

175,200 

175,200 

14,016 
73,584 
87,600 

175,200 

262,800 
175,200 
438,000 

145,416 
73,584 

219,000 
438,000 

Cost Estimate: Current Level Buy-In 

Assumptions Used 

SFY1991 

438,000 
438,000 

219,000 
219,000 

438,000 

306,600 
306,600 

24,528 
128,772 
153,300 
306,600 

438,000 
306,600 
744,600 

243,528 
128,772 
372 ,300 
744,600 

Assumes that if federa 1 government had not mandated the Qua 1 i fi ed r'!edi care 
Beneficiary Program under the Catastrophic Care Act, the Department would 
continue to pay 52,212,278 each fiscal year for the Buy-in caseload of 8,900. 

Assumes a fp.derl matching rate of 71.17~ in 1990 and 71.28% in 1991. 

Calculation 

Current Level Buy-in for 8,900 Recipients 

LEGIS?/200a 

Genera 1 Fund 
Federal Funds 
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SFY1990 

2,213,278 
2,213,278 

638,088 
1,575,190 
2,213,278 

SFY1991 

2,213 ,278 
2,213,278 

635,653 
1,577,625 
2,213,278 



" DEPARTMENT OF SOCIAL AND REHABILITATION SERVICES 
Economic Assistance Division 

Overall Impact of Qualified Medicare Beneficiary Program on the General Fund 

Calculation 

Current Level Buy-in 

General Fund Impact of Buying in 
the Medically Needy under QMB 

General Fund Impact of Buying in 
the Categorically Needy under QMB 

General Fund Impact of Buying in 
to the Poverty Level 

General Fund Impact of Workload 
and Administration Costs 
Impact under QMB 

LEG IS?/200a 

SFY1990 SFY1991 
Federal GF Federal GF 

1,575,190 638,088 1,577,625 635,653 

591,960 239,795 771 ,933 311 ,026 

598,780 242,558 853,535 343,904 

2,254,236 913,161 5,053,084 2,035,979 

219,000 145,416 372,300 243,528 

5,239,166 2,179,018 8,628,477 3,570,090 
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/ 

_----__ -____ ----~-~~~_-_~ __ -_-________________ --__ ~~-.... ~.~~ _.~~.== ... .......... ___ . ,cfJ/I-r--
---------------- -- -- ------------------

---------------- ---------------------------- -------- -- ---------------------

---------------------- ---------------------

------------- ---------------/ ------------------- -- -------------------------

__ GIt?4~ __ -::.. _ _o_--~..s;-~~~------------------ __________ _ _____ _ 

_________ ~~~~;:fr ~ 071;{ -{,;J8' L--- ____________________________________________ _ 
______ '1fi~/iG ~,..t!o,,~ 5ullo &j!; 9ot/ ______________________________ _ 

3CO 

L. 5$0 
r ::::-

----- -- - ----- --------------~---------

~~,,;£> t:'-r~ c:?o ¥,; ~ 
---- -4 -- -- - -------------------------------

---------------------------------
~y,b ---- ........ _--

e~9/ 



SUMMARY: 

DEPARTMENT OF SRS 
Economic Assistance Division 

MEDICARE CATASTROPHIC COVERAGE ACT OF 1988 

SPOUSAL IMPOVERISHMENT 

Effective September 30, 1989 Medicaid coverage is extended to more nursing 
home residents who have a spouse living at home •. The amount of assets and 
income which may be retained by the spouse at home is increased allowing for 
Medicaid coverage for the institutional ized spouse to be determined earl ier 
and less income required to be applied to the cost of care. 

ESTIMATED INCREASE IN MEDICAID EXPENDITURES: 

General Fund 
Federal Funds 

Total 

ASSUMPTIONS: 

FY90 

$1,876,744 
$4,673,845 

$6,550,589 

FY91 

$2,590,255 
$6,450,776 

$9,041,031 

1. Ten percent private pay and Medicare-eligible residents of nursing 
facilities will become eligible for Medicaid as a result of the enactment 
of this legislation. The 10% estimate was determined by a group which 
studied the potential impacts. 

2. There were approximately 2,400 private pay, Medicare and VA covered 
residents in Montana nursing facilities during December 1988 as 
calculated from monthly staffing reports. It is estimated that 3% of the 
total average occupancy of 6,165, or 185, were covered as skilled level 
by Medicare under the limited Medicare benefit during December 1988. It 
is also estimated that 16% of the remainder of the 2,400 may be eligible 
for the expanded Medicare skilled nursing coverage each year. 

3. The institutionalized spouse determined eligible for Medicaid will be 
allowed to exclude more monthly income for the cost of care. This will 
also apply to previously eligible Medicaid residents. It is estimated 
from a sample of patient assessment abstracts that 22% of current 
Medicaid residents may have a spouse at home. The law allows at least 
$786 per month to be kept by the spouse at home as compared with the 
current limit of $368., This is estimated to increase the Medicaid 
payment by $13.74 per day. Estimated FY90 Medicaid payment rate ;s thus 
$54.75 per day for this group (41.01 + 13.74) and $58.03 (44.29 + 13.74) 
for FY91. 



.,' 

4. Estimated rate increases: 

Current Medicaid payment in FY 89 = 37.35 per day 

FY90 37.35 x 1.098 (7.8% OBRA + 2% rate increase) = 41.01 
FY91 37.35 x 1.1859 (7.8% OBRA + 6.75% OBRA + 4.04% rate increase)= 44.29 

5. Calculation Summary: 

a. 2,400 non-Medicaid. residents X 10% = 240 

b. 19 (l0% x 185) will be covered under the Medicare skilled nursing 
benefit each year for an average of 75 days. 

c. (240 - 19) x 16% = 35 additional may be eligible for the Medicare 
skilled benefit for an average of 75 days each year. 

FY 90 

d. New Medicaid Eligible: 

54 ( 19 + 35) x 200 days x $54.75 
186 (240 - 54) x 275 days x $54.75 

Current Medicaid Eligible: 

3,800 x 22% x 275 days x $13.74 

FY91 

54 x 290 days x 58.03 
186 x 365 days x 58.03 
3,800 x 22% x 365 days x 13.74 

= $ 591,300 
= $2,800,463 

= $3,158,826 

$6,550,589 

= $ 908,750 
= $3,939,657 
= $4,192,624 

$9,041,031 

NOTE: 275 days is used because the provision is effective 10/1/89 rather 
than 7/1/89. 
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SUMMARY: 

DEPARTMENT OF SRS 

Economic Assistance Division 

MEDICARE CATASTROPHIC COVERAGE ACT OF 1988 

EXPANDED SKILLED NURSING FACILITY BENEFITS 

Effective January 1, 1989 the Medicare Part A skilled nursing facility (SNF) 
benefit is extended from 100 to 150 days. The period of full Part A coverage 
is increased to the ninth through the 150th day, a significant increase over 
the previous limit of the first 20 days. The period for a daily coinsurance 
amount is reduced to the first 8 days in the SNF at a rate of $25.50 per day 
which is charged to the beneficiary or Medicaid. The three day prior hospi­
talization requirement is eliminated and eligible beneficiaries receive a 
fresh coverage period annually, beginning January 1 of each calendar year. 

ESTIMATED MEDICAID SAVINGS (reduced expenditures): 

Genera 1 Fund 
Federal Funds 
Total 

ASSUMPTIONS: 

FY90 

(1,106,790 ) 
(2,756,352) 
(3,863,142) 

FY91 

(1,195,312) 
(2,976,806) 
( 4,172 , 118) 

1. Medicare skilled level determinations and subsequent billing to Medicare 
by nursing facilities will be consistent and complete. The Medicaid 
system shows Medicare as a payment source but does not require prior 
billing to Medicare before Medicaid payments are made to nursing facil­
ities. Current Medicaid staff will be unable to closely monitor Medicaid 
payments for these residents coverable by Medicare. 

2. Estimated reductions in Medicaid expenditures were based upon projected 
per di em payments for routi ne servi ces on ly. No attempt was made to 
estimate the potential reduction in expenditures for ancillary and 
pharmacy services. Ancillary services include medical supplies, durable 
medical equipment, oxygen, physical, occupational and speech therapies. 

3. Projected per diem rates were estimated to increase 9.8% in FY90 and 8.0% 
in FY91 to include the effect of OBRA costs and 2% provider rate in­
creases. The FY89 rate of $37.35 x 1.098 = $41.01. $37.35 x 1.098 x 
1. 08 = $44.29. 

4. All estimated Medicaid recipients eligible for the Medicare skilled 
nursing benefit, except for those estimated to be insulin dependent, were 
assumed to meet the skilled criteria for an average of 75 days each year. 
The insulin dependent were assumed to be eligible for the full 150 days 



of coverage each year. 75 days is used because many residents will not 
meet the skilled criteria for the full period or will be discharged prior 
to using the maximum. 

5. Estimated Medicaid recipients eligible for Medicare skilled benefits were 
based upon surveys conducted by the Medicaid Bureau staff and review of 
the patient assessment system data. 

Calculations Used: 

a. 3,800 average Medicaid recipients x 16% skilled (per patient assess­
ment system) x 75% Medicare eligible (per Management Operations 
Bureau estimate) = 456 recipients eligible for Medicare coverage 
averaging 75 days. 

FY90 456 x 75 x $41.01/day = $ 1,402,542 
FY91 456 x 75 x $44.29/day = $ 1,514,718 

b. Four insulin dependent recipients per facility x 100 facilities = 
400 recipients eligible for 150 days. 

JEP/025 

FY90 400 x 150 x $41.01 = $ 2,460,600 
FY91 400 x 150 x $44.29 = $ 2,657,400 



~' OBRA Costs estilated 1 Per HHCA 1 Per Executive Budget 1 Currently Recoillended 1 
1------------------------1------------------------1------------------------1 

Requirelents 1 FY 1990 FY1991 1 FY 1990 FY1991 1 FY 1990 FY1991 1 
-------------------------------------------------1------------------------1------------------------1------------------------1 
1. Nurse Aide Training 1 1 1 1 

i. Train the Trainer 1 208500 1 1 208500 0 1 
b. Train existing aides 1 1799721 1 1 1509874 0 I 
c. Retrain existing aides who fail test 1 404754 1 1 339415 0 1 
d. Train nell aides 1 1542365 1619484 1 1 1152525 1152525 I 
e.Reirain nell aides who fail test 1 138293 158408 1 1 71229 71229 1 
f. Ongoing education 1 885659 929943 I 1 8B5659 929943 1 
g. Supplies and training 1 143251 1 I 143251 0 I 
h. Nurse wage increases 1 1258738 2643349 I 1 0 0 1 

1--------------------------------------------------------------------------1 
Total training costs 1 6381281 5351184 1 0 0 I 4310453 2153697 I 

1 1 I I 
2. Nurse Staffing 1 1 I 1 

a. RH's 8 hours a day/7 days a week I 82952 1 0 82952 I 
b. 24 hour licensed staff 1 145942 I 1 0 145942 1 

--------------------------------------------------------------------------1 
Total Nurse Staffing o 228894 I 0 0 I 0 228894 I 

I I 
3. guality Assurance COlsittee 392345 1 0 47083 I 

1 I 
4. Assesslents, Reviews, and Plans of Care 947658 I 0 775000 1 

I 1 1 
5. Social Services! Elilination of SNF!ICF Diff. 1 1 I 

a. Social Workers 258408 1 1 0 258408 I 
b. gualified Dieticians 16649 I 1 0 16649 I 
c. Pharlacy Consultatants 40622 1 1 0 40622 1 
d. "edical Records Consultants 24273 I 1 0 24273 I 

1--------------------------------------------------------------------------1 
Total 1 0 339952 1 0 0 1 0 339952 1 

I 1 1 
6. Physician Involve;ent 30548 1 1 0 30548 1 

I I 1 
7. Hiscellaneous 1 1 1 

a. Patient Trust Funds 22986 1 1 0 22986 1 
b. Privacy Curtains 1 452092 1 1 0 90418 1 

1--------------------------------------------------------------------------1 
Total "iscellaneous 1 0 475078 1 0 0 1 0 113404 1 

1 1 1------------------------1 
Grand Total I 1 4310453 3688578 I 

1 
Inflation increase factor i2% each year) 1 1 1 86209 134460 -

1------------------------1------------------------1------------------------
Total Mith inflation included 1 6381281 77651159 1 2723976 640320 1 43961162 3823038 

1========================1========================1======================== 
P~rcentage of "edicaid at b2X 1 3~56394 4814709 1 1688865 396998 I 2725930 2370284 

1------------------------1------------------------1------------------------
Federal Funds 1 2815766 3426628 1 1938654 455716 1 1940045 1686931 
General Funds 1 1140628 1388080 1 785322 1841104 1 785886 693353 

1------------------------1------------------------1------------------------
Total 1 39~6394 4814709 1 2723976 640320 1 2725930 2370284 

1========================1========================1======================== 
Additional Federal funds 1 1391 1231215 
Additional General funds 1 563 498748 '" 

1------------------------
Total additional funds I 1954 1729964 

1======================== 

In 



FOOTNOTES - OBRA COSTS ESTIMATED 

1.a. Under the assumption that the Vo.-Techs will not do the 
training for this program; the amount of $208500 appears valid. 

1.b. The MHCA survey is a more valid accounting of the number of 
nurses aides than what was available to the department at the 
time that our_initial estimate was compiled. However, it appears 
that the MHCA was somewhat high in their estmate of the cost for 
this training. In addition, please note that the MHCA used an 
overtime rate for this training. We agree that overtime should be 
used. In discussions with Rose Hughes of MHCA it was learned that 
the average salary for an experienced aide is $4.82 per hour, the 
overtime rate for this hourly wage would be $7.23. See the 
following analysis. 

Total hours estimated by MHCA (2646 emp.x 43) 
Times per MHCA survey cost per hour overtime 

Total wages for training for existing aides 
Rn training($15.03 x 38.5hrs x 519 sessions) 
Add: Benefits ($1122937 x 20%) 

Total training costs for existing aides fy 1990 
Add:12.048% to extend costs from sample to whole pop. 

Total 

113778 
$ 7.23 

$ 822615 
$ 300322 
$ 224587 

$ 1347524 
162350 

$ 1509874 
----------------

1.c. According to Rose Hughes of MHCA the expected fail rate of 
for the nurses aide certifying exam is 20 percent. In order to be 
as fair as possible it was decided to use the MHCA estimate. In 
addition the MHCA has estimated that 48 additional hours would be 
needed to train the nurses aides who failed the certifying exam 
to the point where they could pass this exam. Please see the 
following calculation of estimated retraining costs. 

Total hours estimated to retrain (2646 x 20% x 48) 
Times estimated hourly wage 

Total cost estimated for retraining 
Add:Rn salary($15.03 x 44hrs x 104 sessions) 
Add: Benefits at 20% 

Total retraining costs fy 1990 
Add: 12.048 % (See footnote 1 below) 

Total 

25402 
$ 7.23 

$ 183656 
$ 68777 
$ 50486 

$ 302919 
$ 36496 

$ 339415 
======= 



1.d. The MHCA survey states that 2036 new aides have to be hired 
every year. This is a turnover rate of 76% a year. This turnover 
rate appears to be somewhat high given the fact that these people 
will be undergoing extensive training to obtain this job in the 
first place. After discussions with the departments medicaid 
staff, it is our estimate that the actual turnover rate would be 
about 55%. Therefore, the actual number of new aides would be 
(2646 x 55%) or 1455. This is the number that is used in our 
analysis below. 

Total hours estimated (2646 empl. x 55% x 83 hrs) 
Times the starting hourly wage 

Total wages paid for new aide training 
Rn Wages ($15.02 x 82hrs x 285 sessions) 
Add:Benefits at 20% 

Total to train new aides fy 1990 
Add: 12.048% ( see footnote 1 below) 

Total 

Total to train new aides in fy 1991 

x 

$ 
$ 
$ 

$ 
$ 

$ 

$ 

120790 
$ 4.19 

-------
506149 
351017 
171433 

-------
1028599 

123926 
-------
1152525 
--------------
1152525 
--------------

1.e. See narrative in 1.c.above.The MHCA estimates that only 28 
hours would be necessary to retrain new aides to enable them to 
take the certifying exam. See analysis below. 

Total hours estimated to retrain (1455 x 20% x 28) 
Times estimated hourly wage 

Total new aide retraining salary 
Rn ($15.02 x 22hrs x 57 sessions) 
Add: Benefits at 20% 

Total costs to retrain new aides for fy 1990 
Add: 12.048% (see footnote 1 below> 

Total costs to retrain new aides for fy 1991 

$ 

$ 
$ 
$ 

$ 
$ 

$ 

$ 

8148 
4.19 

-------
34140 
18835 
10595 

-------
63570 

7659 
-------

71229 
======= 

71229 
======= 

1.f. 42CFR, 
training be 
estimate the 
due to OBRA. 

Part 405.1121h currently requires that on going 
acquired. However the department cannot accurately 

hours of additional training that will be required 
Therefore the MHCA estimates are accepted. 

1.g. The MHCA estimate appears reasonable. 

1.h. The MHCA has estimated that a $ .41 per hour wage increase 
will be required as a result of this training and increased 
demand for trained aides. However, other cost increases included 



, . 

in the MHCA analysis are to cover services directly mandated by 
OBRA. This is an estimate of what mayor may not occur. Many 
factors such as labor supply and demand may effect the potential 
wage increase to the aides. The actual amount of the wage 
increase to the aides cannot be accurately estimated at this 
time. A $ .41 per hour increase if allowed in the rate at the 
onset of this biennium would have a significant impact on the 
setting of the actual rate per hour. To set the rate per hour 
increase at this time would be premature, it is impossible to 
make an accurate prediction. Therefore a rate per hour increase 
is not included herein. 

2.a.& b. The department accepts the MHCA estimate. 

3. 42CFR, part 405.1137 requires quality assurance to be 
performed for all skilled nursing facilities. MHCA states that 
this will be required in 60Y. of the facilities, according to the 
department's records only 7Y. of the facilities are not rated as 
skilled nursing facilities. These should already have quality 
assurance. Therefore our estimate of this cost is $47083. The 
MHCA has estimated that the cost for providing quality assurance 
to over 60Y. of the facilities would be $ 392345. This estimate is 
reasonable if the assumption of the 60Y. is accepted. 

4. OBRA requires that plans of care and resident assessment be 
prepared upon the patient's admission and annually thereafter. 
The MHCA report does not explain their basis for this cost of 
$947658. Currently many facilities already provide this service. 
The department has prepared an estimate of this cost based on a 
cost of $ 62 for each assessment, which includes 2hours of Rn 
time at $15 per hour, 1 hour social worker time at $12 per hour, 
and one hour of therapy consultant time at $20 per hour. We 
estimate this cost to be $ 775000 ($ 62 x # patients x 2 visits 
per year). 

5.a. thru d. The department did not take this additional 
requirement into account. The MHCA estimate appears valid. 

6. Same as #5 above. 

7.a. Same as #5 above. 

7b. Privacy curtains would have to be depreciated over a 5 year 
period. The cost in the first year would be $90418. 

Footnote 1. The MHCA estimate was extended over only 83 of the 93 
facilities. For costs to be projected over the entire nursing 
home population 12.048X must be addedto certain costs. 
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HCS WAIVER EXPENDITURES 
FY 89 

FY 88 actual expenditures (per MOB report) 

FY 89 increases: 

1. PCA rate increase ($2.20 X 179,527 X 2) 
2. Seven new heavy care clients 
3. Caseload growth 

FY 89 projected expenditures 

$2,526,007 

789,918 
500,000 

354,215 

$4,170,140 



tr.lcrFA~F. IN ~lAIVER EXPENDITURES 

1. Increase in Personal Care Unit Rate 

Persona 1 care expenditures ~ccount for over 110% of the tota J \·/aivp.t· 
expenditurr.s. In April 191m, the unit rate for personal care servicps 
increased hy '2.20. Since July I, 19R8, a total of 179,527 personal care 
units (176,6t10 attendant ~nd 2,887 nurse supervision) have been hi lled 
for a net increase in expenditures of $394,959. Assuminq util ization 
rema ins the same, wiliver persona 1 care expf'nditures wi 11 increClse I:oy 
$7A9,918 by the end of the fiscal year. 

t. Heavy Care 

There are a total of 6 heavy care casp.s. Two new heavy care casps wp.re 
. enrolled as of 7/1/RA. Annllal cost for these cases is projected to be 
$~OO,OOO. These inrfivirfuals would have to hp. served in an inpatient: 
hospital or rehabilitation setting without waiver services. 

3. Waiver Occupancy 

Occupancy in the waiver has increased by ]5% over FY8R. Currelltly, :UO 
(nf; elderly - 135 disahled\ out of 424 (270 elderly and 154 disabled) 
slots are filled for an occupancy rate of 8n:. The avp.raqe cost of a 
waiver slot in FYR8 was $5,023 for the elderly Clnd $9,390 for the dis­
abled. It is anticipated that all slots will be filled /:ly the end of 
FY09, which results in increased expenditures of $175,805 for the elderly 
(35 x $5,023) and $178,410 (19 x $9,390) for a total of $354,715. 

THD/OII 
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HOME AND COMMUNITY SERVICES WAIVER 

FY 89 FY 90 FY 91 --
SRS Executive SRS Executive SRS 

FY 88 Actual expendi-
tures (per MOB report) $2,526,007 

FY 89 increases: 

1. PCA rate increase 
($2.20 x 179,527 x 2) 789,918 

2. Seven new heavy care 
clients 500,000 

3. Utilization increase 354,215 

Projected (2%) (2%) 
expenditures $4,170,000 3,339,628 4,253,543 3,445,871 4,338,614 

General Fund $1,237,698 956,803 1,218,640 987,242 1,243,013 
Federal Funds $2,932,442 2,382,825 3,034,903 2,458,629 3,095,601 
Total $4,170,140 3,339,628 4,253,543 3,445,871 4,338,614 

1. PERSONAL CARE RATES - Personal care expenditures account for over 40% of total 
waiver costs. In April 1988, the hourly rate for personal care services increased 
by $2.20. Since July 1, 1988 a total of 179,527 personal care units (176,640 
attendant and 2,887 nurse supervision) have been billed for a net increase in 
expenditures of $394,959. Assuming utilization remains the same, waiver personal 
care expenditures will increase by $789,918 by the end of FY 89. 

2. HEAVY CARE - The waiver is currently serving six heavy care clients and expects to 
serve seven by the end of FY 89. Persons in the heavy care category include 
ventilator-dependents, quadriplegics, persons with muscular dystrophy, congenital 
heart defects and other severe impairments requiring 24 hour care and supervision. 
These individuals would have to be served in a inpatient hospital or 
rehabilitation setting without waiver services. Annual costs for heavy care cases 
are projected to be $500,000. 

lEGIS2/301 



January 30, 1989 

UPDATE ON CASELOAD FORECASTS 

AFDC Caseload: Using the Forecast Plus software package, the 
following are the estimated caseloads: 

FY89: 
FY90: 
FY91: 

9,432 
9,432 
9,349 

Using a 95% confidence interval, the potential ranges for the 
caseload are as follows: 

FY89: 
FY90 
FY91: 

Minimum 
9,290 
8,835 
8,270 

Maximum 
9,574 

10,028 
10,427 

Because of the unexpected decrease in the caseload in FY88 and 
FY89 YTD, the Forecast Plus model is predicting a decline in the 
caseload. I feel the decline is primarily due to the low 
unemployment rate, and decreased statewide population. This 
particular forecasting model only uses historical data and thus 
does not take into account economic factors. For this reason we 
decided not to use it for long range projections but rather use a 
linear regression model covering 6 and 1/2 years of historical 
data. The linear regression indicates an average caseload growth 
of approximately 4% per year. When preparing the caseload 
estimates for the Governor's budget we used FY89 as a base and at 
that time we were predicting the FY89 caseload would be 9,488. 
See the attached sheet for adjustments to the AFDC case load 
projection. 

Medicaid SSI Eligibles: Whereas this group has shown a fairly 
constant growth of 4% per year, no change in the estimate is 
needed. 

GA Caseload: 

FY89: 
FY90: 
FY91: 

The most recent estimates for the GA caseload are: 

1,906 
1,982 
2,061 

These estimates assume a 4% caseload growth in FY90 and FY91. 
These estimates are somewhat less than those used in the 
Governor's budget. See athe attached schedule for the impact of 
the revised GA caseload. 

\wp\update 
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EXHJBIT~_~~~~ 
DATE- I~-----ctr 
HB _____ _ 

D~partment of Communication Sciences and Disorders • Speech, Hearing, and Language Clinic 
Missoula, Montana 59812 • (406) 243-4131 

Senator Fred VanValkenburg 
Human Services Subcommittee 
Capitol 
Helena, Mt. 

Dear Senator VanValkenburg, 

January 26, 1989 

This letter is a response to your question at the hearing on 
January 23, 1989 concerning the requirement that speech pathology 
services be based on medical necessity. At the hearing I stated 
that the majority of preschool children now receiving speech 
pathology under the Medicaid program do not have a medical 
diagnosis and would be denied service. 

Most adults with neurological injuries are now served in 
hospitals and nursing homes. Since these adults have obvious 
medical problems they would meet any stringent criteria for 
medical necessity. If only hospitals and nursing homes could 
provide service, those who currently get help from private 
practitioners in rural areas would have to seek help in the major 
cities. 

The preschool children are primarily served by private 
practitioners. In rural areas speech pathologists employed in 
the public schools may provide therapy after school hours because 
there is no other therapist available locally. I would guess 
that at least 20 of the 49 speech pathologists listed by Medicaid 
would fall into that category. Retention of their services would 
help rural children. In the cities where there are private 
practices, patients with medical problems could shift to 
hospitals to get outpatient service.' , 

Over 60% of the preschool children enrolled for therapy at 
the University of Montana Speech Hearing antl Language Clinic do 
not have a medical diagnosis. Many have a history of ear 
infections which are now resolved. Others come from high risk 
families where language stimulation is poor. Subtle neurological 
differences are usually not medically diagnosed. These children 
often have normal intelligence so they do not qualify for 
services funded for the developmentally disabled. Their 
inability to talk, if untreated during the preschool years, 
translates into later academic failure and a need for increased 

Equal Opportunit)' in Education and Emplo)ment 



special education services once they enter school. It is this 
group of children who have the most favorable prognosis for 
improvement. The research clearly shows these children will cost 
society less if intervention can begin before age 5. 

A new federal law mandating special education through the 
public schoolp for all children over age three will take effect 
in 1991. At 'that time Medicaid should experience a drop in 
patients; special education budgets for the public schools will 
increase. 

A different approach to the problem would be to use a 
severity index. I agree that Meditaid should not be paying for 
speech pathology services for mild problems that might be 
outgrown. The medical diagnosis, or the lack of one, does not 
always predict the severity of the speech delay. For example, a 
child with a cleft palate who has had a good surgical repair may 
learn to speak normally. A child, with no medical problems, from 
a poor functioning family may have a severe problem. 

The public schools use a severity index to determine who is 
eligible for speech pathology. The determination rests on the 
extent of the speech problem, not on the medical diagnosis. 
Medicaid could take this approach by funding the initial testing 
for all children and require prior authoization before therapy 
was funded. That approach would allow Medicaid to deny service 
to those with mild problems or those whose cognitive levels were 
so severely delayed the prerequisites for language were not 
present. 

To SUbstantiate my opinion that the majority of preschool 
children do not have a medical diagnosis, I did a chart review of 
all children seen at this clinic since September, 1988. I have 
compared those results with the statistics from the Ninth Annual 
Report to Congress on the Implementation of the Education of the 
Handicapped Act (1987). That report is based on public school 
enrollments during the 1985-86 school year. 63% of the school 
children receiving speech pathology did not have a second 
handicapping condition. 37% of the children were also classified 
with other handicaps such as hearing loss, mental retardation and 
orthopedic problems. 

In this clinic 41% of the sixteen preschool children judged 
to have speech disorders severe enough to warrant therapy had a 
clearly identified medical problem. 59% had either no previous 
medical problems or a history of ear infections which are now 
resolved. Some of these chilren come from abusive or poorly 
functioning homes; that etiology is more prevalent in the 
Medicaid funded children than in the general population. An 
additional 5 children were seen for whom no therapy was 
recommended because the disorder was judged to be mild and could 
possibly be outgrown with minimal advice for the parents on how 
to help their children. I have attached an appendix explaining 
the chart review. 



., , 

I hope the committee will retain the optional services 
including speech pathology. Basing eligibility for service on 
the severity of the speech problem is more logical than using the 
assumption there is a direct correlation between speech disorders 
and medical problems. Talking is a complex skill neurologically. 
Unfortunately, neither the medical profession or speech 
pathologists can yet diagnose why many children fail to learn to 
talk. 

Sincerely, 

~~ 
Assistant Professor,· Clinic Coordinator 
U. of M. Speech Hearing and Language Clinic 
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CHART REVIEW: 

UNIVERSITY OF MONTANA SPEECH LANGUAGE AND HEARING CLINIC 

Preschool Children enrolled in therapy since Sept, 15, 1988. 

MEDICAL DIAGNOSIS NUMBER MEDICAID 

Hearing loss 1 1 
Hearing loss + motor problems 2 1 
Cleft palate 1 1 
Unspecified neurological injury 1 1 
Seizure disorder 1 0 
Chronic ear infections (now 5 2 

resolved) 
Downs Syndrome 1 0 
No medical problems 5 3 

Children who would not qualify under a strict medical necessity 
definition are those with resolved ear infections and those who 
have no medical conditions. 

A total of 17 children have been enrolled. 41% or 7 children 
would qualify for therapy with a medical necessity definition. 
57% or 10 children would be denied. 

A total of 9 children are funded by Medicaid. Of these 44% or 4 
children could qualify with medical problems. 56% or 5 children 
would be denied service. 



EXHIBIT-Q 
DATE I~~ "'""""=3:-:-'--8~q~ 
KB 

AMERICAN PuBLIC WELFARE AsSOCIATION 1125 FIFTEENTH STREET, N.W., WASHINGTON, D.C. 20005 

KeIIIorand~ W-6 

July 5, 1988 

Xedicare CAtastrophic Coverage Act of 1988 
(PoL. 100-360) 

Summary Chart 0 • 0 0 0 0 00. · . . . . . . 
Introduction/BacKground 00. 

• 0 0 · . . . . . . . 
• 0 • 

MEDICARE PROViSIONS 

I Part A Coverge 0 0 · · 0 0 · 0 0 0 0 0 · 0 0 · · 0 . II Part B Coverage 0 . 0 · . · • 0 · 0 · · · · · III Prescription Drug Coverage. · · · . • · · 0 · · · . . IV Establishment of Trust Fund · · · 0 0 · · 0 0 V Premiums of Part A · 0 . · · · · . 0 · 0 · · · 0 VI Premiums of Part B · · 0 · · · 0 

MEDICAID PRQVJSIONS 

I 
II 
III 
IV 

Buy-In • 0 0 • • • • • • • 

Pregnant Women and Children 
Spousal Impoverishment • • 
Fiscal Impact on Medicaid 0 

• • 0 · . . .. . . · . . . . . . . . . . . . · . . . . . . . . . . . . · . . . . . . . . 
MISCELLANEOUS PROViSIONS 

I 
II 
III 
IV 
V 

Notice to Beneficiaries 0 0 • • • • • 0 •• 

Benefits Counseling 0 • • 0 • • • • • 0 • 0 • • • 

Chronic Ventilator Dependent Units 0 0 o. ••• 

Maintenance of Effort • • • • . . 0 0 0 0 0 • • • 

Voluntary Certification of Medigap Policies 0 0 • • • 

TECHNICAL AMENDMEN'l'§ 

I 
II 
III 

Miscellaneous Related to M6J!caid . . 
Medicare Nursing Home Reform Changes 
Medicaid Nursing Home Reform Changes 

· . . . . . 
• • · . . . . . 
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VISITORS' REG1STER 

H LU)1~ tLuviC1.S ~OMMITTEE 

BILL NO. DATE _'L.:.h~/-I.~~8~q,--____ _ 
SPONSOR 

-----------------------------r------------------------~--------,-------
NAME (please print) RESIDENCE SUPPORT OPPOSE 

IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR WITNESS STATEMENT FORM. 

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 
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