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Rollin Ives

John R. McKemman, Jr.
Governor Commissioner
STATE OF MAINE
DEPARTMENT OF HUMAN SERVICES

AUGUSTA, MAINE 04333

February 16, 1988

The Honorable Michael Pearson, Senate Chalr
The Honorable Donald Carter, House Chalr
. Members of the Appropriations and Flnanclal Affairs Commlttee

The Honorabl e Paul Gauvreau, Senate Chalr
The Honorable Peter Manning, House Chalr
Members of the Human Resources Commlttee
State House Station 3
Augusta, Maine 04333

Dear Senator Pearson, Representative Carter, Senator Gauvreau, Representative Mannlng
and Members of the Committees:

| am pleased to transmlt to you the third annual Department of Human Servlces Report
on the Medicalid program. Thls report has been developed In accordance wlth 22 MRSA

§3174-B as enacted by the 113th Leglslature. | hope It wlll provide a more complete
understanding to all who have an interest in thls Important program. :

Maline's Medicald program was successful In providing access to comprehensive heal th
care services for approximately 136,000 low Income peopie last year. Major credit
should go to the 4900 In-state individuals, Instltutlons and agencles who provided
Medicaid services in 1987. Just as Important are the 162 employees of the Department
of Human Services who play a role In admlnistering this $300 mllllon program, the
advocates who support it and, of course, the Legislature.

This report contains an overview of the Medlcald program, a summary of recent and
proposed Federal changes In the program and our responses, a review of our quailty
assurance and cost contalnment activities and a summary of our annual fee and policy
review. We |ook forward to your comments for Improving the program.

Thank you for your continued Interest and support.

] reiy,

RollIn lves
Commissloner






Foreword

The Bureau of Medical Services recognizes Its responsibility for administering the
Medicald Program on behal f of the Department of Human Services. We work closely with
other Bureaus, consumer and provider groups and the Department of Mental Heal th and
Mental Retardation. The Bureau's work Is also guided by a Medicaid Advisory
Committee which Is made up of consumers, their advocates and providers. This
committee meets regularly wlth the Bureau director and staff and is chalred by a
consumer representatlve, Robert Philbrook of Portland. Administration of the Program
Is shared wilth the Bureau of Income Maintenance which Is responsible for determining
cllent ellglbility.

I belleve this report provides a comprehensive relew of the program and our work this
year. The principal coordinator of this Third Annual Medicald Report is Victoria
Burwel |, Acting Dlrector of the Division of Medicald Pollcy and Programs. Ms.
Burwell spent iong hours, beyond those required of her day-to-day responslbliities,
to prepare this report. Additional thanks go to those who assisted her, Including:

Typing and Report Organization
Beth Brann, Secretary

Coordinatlon of Program Statistics

Deborah Curtis, Special Asslistant to the Director

Hllary Fleming, Assistant Bureau Director

Louls Dorogi, Director, Division of Llcensing and Certification

Margaret Ross, Director, Survelllance and Utilization Review Unit

Sandra Bethanis, Director, Division of Medical Claims Review

Linda Barr, Manager, Professlonal Claims Review Unlt

Edna Jones, Dlrector, Preventlve Health Program

James Welton, Management Analysist

Barbara Hambl In, Manager, Provider Relations Unit

Judy Wllllams, Director, Medicald Eliglbllity; Bureau of |ncome
Maintenance

Michael O'Donnell, Pharmacy Consul tant, Bureau of Medical Services

Evangeline Lee, Director, Consumer Services

Michael Reid, Director, Division of Heal+th Planning and Administration, Bureau
of Heal th

Jim Getchell, Dlrector, Office of Audits

We appreclate thls opportunity to reflect the accomplishments of Malne's Medicaid
Program and the staff which administers 1+ as well as to show some of the chal lenges

which |ay ahead.

Elaine E. Fuller
Director
Bureau of Medical Services
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SUMMARY

For the slze of its population, Malne has one of the most comprehenslive Medicaid
Programs In the ocountry and enjoys a Federal match rate of 68.86% for Federal Flscal
Year 1987. 135,875 low-Income Individuals were provided a broad range of health care
services in 1987. Approximately 65,600 of these Indlviduals were under 21, the
remaining 70,275 were over age 21. Over 7,000 in-state and out-of-state providers
served these cllents at a cost to the state of $95,637,723 and bringing In
$203,885,368 in federal monles. The administrative costs account for only 3.3
percent of the total program costs.

89.8% of total Medlcald funds are utillzed to provide reimbursement for six
services plus administration: general Intermedlate care facllltlies (33.9%),
intermediate care facil Itles for the mentally retarded (10.1%), hospltals
(29.1%), prescription drugs (7.0%), physiclans (4.6%), home heal th services
(1.8%), and adminlstration (3.3%).

* The cost of services grew 10.6 percent from SFY86 to SFY87 primarlly as a
resuit of Increased hospltal and ICF costs, increased utlllzation of services
such as lab and x ray, substance abuse treatment, physical therapy services
and walver services

+ Based upon the Sixth Annual Fee Revlew the Bureau recommends fee Increases,
when funds are avallable, for physiclans, ambulance providers and podiatrlsts.

The Depariment avoided or recouped $82,236,706 in expendltures |ast year
through the Third Party Llability Unit and Survelllance and Utlllzation Review
ef forts.

* An average of 13,000 clalms are processed each day and the average length of
time for Medicald payment Is 16 days.

* The Licensing and Certiflcation Division, with a staff of 44, conducted 573
flcensing and certification surveys and resurveys last year for quality of
services and Investigated 301 complalnts.

* The Medicald Advisory Commlttee, re-activated In the past year and made up of
consumers, their advocates and providers, guldes and advises the Depariment in
Its administration of the Medicald Program.






A.

3rd ANNUAL  MEDICAID REPORT

INTRODUCT ION

The Medicald Program was establ Ished In 1965 by an act of the Unlted States
Congress. As Titie XIX of the Soclal Securlty Act, Medicald became one of the
most significant el ements of the War on Poverty by creating a federal and state
responsibility to provide access to comprehensive heal th care services for |ow
Income people. The Medicald Program Is a federal/state partnership with the
federal government matching a percentage of every dollar spent by states on
heal th care services for Its ellgible residents. In Maine, the program began
modestly In 1966. Since that time It has grown to become one of the largest,
most comprehensive, and essentlal programs adminlstered by state government.

Medicald reclpients receiving federal iy-supported financial asslstance
(Supplemental Security Income or Ald to Famliles with Dependent Children) must
recelve at |least the following services:

Inpatient hospitai care family planning

- ambulance - early perlodic screening,

- outpatient hospital care dlagnosis and treatment

- rural health clinic home health care

- physlician services independent |aboratory & x-ray
- skilled nursing faclilty services - nurse mldwlfery services

In addition, states may also elect to expand thelr programs by coverage of
certain optional services. At the present time, Maine of fers the fol lowing
optional services:

- occupational therapy - substance abuse treatment facilities
- dental, dentures - prescription drugs
- venereal disease screening - optometry
- podiatric - transportation
~ medical supplles and equipment - Medicare Part A deductible and
- speech and hearlng centers co-lnsurance
- mental heaith centers - Medicare Part B deductible and
- speech patholiogy co~insurance
- optlical - Medlcare Part B premium
- chiropractic - audiology
- Intermedlate care facilities (ICF) - residential treaiment facillty
- intermediate care faclllties for - hearing ald dealers
the mental ly retarded - physical therapy
- walver services for the mentally - personai care
retarded - private duty nursing
- walver services for the elderly - psychology
- walver services for the physically - psychological examlners
disabled - Inpatient hospltal services
- Inpatient psychlatric services In mentai Institution for age
for under age 22 (eff. 7/1/86) 65 or older (eff. 7/1/86)

Other optional services avaliabie, but not offered under Maine's State Plan are:

- clinlc services - hospice

- Inpatient Hospital for Age 65 or - skilled nursing facll ity for age
Older in TB Institution 65 or older in TB or mental

- Intermediate Care for Age 65 or institution
Older In 1B or Mental Institution - case management

A
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explanation of each of these non-covered services fol lows.



Federal regulatlons require that clinic services be provided by or under the
direction of a physiclan or dentist and within the clinlc setting. Malne
discontinued the coverage of mental health clinic services as a "clinic" service
because It was found that this definltlon was too restrictive. Mental heal th
cllinlic services are now consldered to be rehabll itative services and may be
furnished under the direction of a physician or psychologist and may be provided
In settings appropriate to the care of the cl lent,

Bureau of Medical Services staff continue work on policy development for hosplce
services. A request to the Health Care Flnanclng Administration for the coverage
of case management services has been approved and a policy for these services Is
In the process of Implementation. Services In TB Institutlions are not covered
because there are no longer any such Institutions In Malne.

Within broad Federal guidel ines, States have conslderable flexIbll ity In
structuring thelr Medicald Programs, Including the determination of provider
relmbursement levels. States also have the abll ity to develop al ternative heal th
care del lvery programs through a varliety of mechanlsms such as freedomof=-choice
walvers and home and communlty-based walvers. Freedom of cholce walvers, while
they | Imit cllent cholce, allow states to Implement cost-effective systems of
care such as managed care. Thils would allow the Medlcald Program to deslgnate
primary care physiclans for certaln areas of the state and require that
reciplents see one of them for all thelr primary heal th care needs. Malne Is
studying managed care and plans to propose rules to Institute such programs
wlthin a year. Home and community-based walvers allow states to provide

communi ty-based care as an alternative to Institutional Izatlon. The Department
of Human Services currently operates three such walvers; for the mental ly
retarded, elderly, and physically disabled.

Medicaid coverage was provided to 135,875 Maine citizens for at least part of
1987. As Illustrated In Figure 1, this Is a somewhat smaller number than has
been typically ellgible In the years since 1975 and represents a 4.42% decl ine
compared to the number eligible In 1986. Thls decrease may be tied to the
Improved economic cl Imate of recent months, as there has been no tightenlng of
ellgibility requirements. The sharp drop in people ellgible from 1981 through
1984 was caused by Federal budget changes which restricted el Igibllity. The
Increases for 1985 and 1986 were the result of state actions that expanded

el iglbll ity for AFDC and further Federal changes which reversed some of the
previous restrictions such as the AFDC unemployed parent program effective
November, 1984,

One of the conditions of ellglibillty Is a needs test based on Income and
resources. All recliplents must meet this needs test but chlildren under adoption
asslstance or foster care payments (TItle IV=-E) and those reciplents who are
ellglble by virtue of meeting the eliglbility requirements for Supplemental
Security Income and AFDC, are deemed automatically ellgible. Resources include
real or personal property, such as land, cash, |ife Insurance, non-essential
automoblles, efc. Health Insurance Is not conslidered an avallable resource In
the determination of Medlcaid ellglblllty. As long as an appllicant, spouse
and/or dependent children reside In the applicant's home, the home is not
considered an avallable resource for purposes of determining eliglblillty for
Medlcald.

The people ellgible for Medlcald are divided Into two groups, one group Is
classlfied as categorlcal ly needy, and the other is medically needy.



Categorical ly Needy

Categorically Eligible - (required Figure 1

by federal |aw) Medicald Program El igibles
SFY 75 -~ 87

This group includes all people who Number of Recipients Range From

are receiving flnanclal assistance 135,717 - 160,089

through elther Aid to Families with

Dependent Children or Supplemental 160

Security Income (SSl). (A 156
dependent child Is defined as one
who Is deprived of parental support
and care because one o both
parents Is Iil, absent, unemployed,
or deceased. SS| deals with those
persons who are aged (65+), bl Ind,
or disabled.)

150
145
140
135 b
130

. Categorically Related = (incliudes 125

mandatory and optional coverage
groups)

120

115

Total Medicaid Eligibles
in Thousands

This group Includes people who for f E%
one reason or another are not i
recelving AFDC or SSI financial - ; L ;}}
asslstance but who do meet the oo L1 1L EE] I | I H R HE B
financlal eligibllify standards of 7876 77 78 et veny 00 88 &7
these programs.

110

105

Coverage was extended In October 1985 to pregnant women and newborns. Coverage
continues for 60 days beyond the birth of the child. New Medicaid options
related to pregnant women and infants were created under the Omnibus Budget
Reconcll lation Act of 1986 (0BRA-86). This federal leglslation allows states to
expand el Igibil ity to pregnant women and children whose Income is below the
federal poverty level. Once a state acts to expand eligibiilty for this group,
It may then cover additional elderly and disabled individuals. This Is an option
that Maline has not yet taken. Bureau staff are exploring the costs associated
with the addition of these groups of el lglibles and options for funding.

Individuals under age 21 are covered by virtue of being a dependent child whether
or not in an Intact family. These households must stil| meet el igibllity
standards.

At any gliven time, approximately 89% of the total Medicald - eligible population
are categorically eliglible or categorically related Individuals.

Medical ly Needy

States must provide asslstance for categorlically needy persons and may provlide
for the "medically nesdy" as a state optlon.

Approximately 2% of the total Medicald el igible population is comprised of
Indlviduals classiflied as medical ly needy.

This group includes people whose Income or assets initially exceed el igibllity
levels but who Incur direct medical expenses sufficient to cause them to "spend
down" thelr fncome to a level which makes them el igible. This means that
Individuals must spend thelr excess income on medical care expenses before
becoming el Igible for Medicaid. Approximately 33 states provide for the



"medically needy" optlon. Although Federal law does not require that Medical Iv
Needy reciplents receive the same full range of services as other Medicald
eligible people, Maine has chosen to provlide all services except psychological
services to thls group. Since mental heal th cilnic services are available on a
statewide basls to provide psychological services, It Is believed that adequate -
coverage Is avallable to malntaln access to these services for this population.

Because Malne also has chosen to exercise other ellgibil ity options such as
covering indlviduals ellgible for SS| who have yet to apply or Including
unemployed parents in the AFDC program, Its current Medicald coverage Is notable
for both the scope of service provided and the range of people Included. (Some
people may not apply for AFDC or SS! payments because the payments may be too
smal| (based upon thelr income) and thelr primary interest Is in recelving heal th
care benefits.) Malne's Medlcald Program covers all possible ellgibil ity options
except two. The first exception Is the six-month optional extension for AFDC
recipients who return to work. Currently under AFDC, individuals receive two
different types of extenslons:

(1)  AFDC eliglble Individuals working for the flrst four months receive a
dlsregard from thelr income which is equal to $30 plus 1/3 of the remainder
of their countable Income. After the first four months of employment this
disregard Is no longer applied to Income. |If a client's Income |s over the
net Income standards because this disregard is no longer applicable, that
previously-eliglble AFDC family Is eliglible for 9 months of extended
coverage.

(2)  AFDC households receiving either an Increase In earnings or an increase In
hours of employment, which cause their Income to exceed the allowable
income standards, are entitled to a four-month extension of coverage.

The six-month extenslon was not added because It Is belleved that the current
extensions adequately cover the Individual's needs in the transition from
receiving asslstance fron the state. The second exception is Indivlduals who
would be Inellglble If they were not enrolled In a heal th maintenance
organization (HM)). Since the Medicald Program currently does not enroll any HMO
providers, thls option does not apply to Maine.

PROGRAM FINANCING

The Medicald program Is financed on a matching basis by both federal and state
resources. Dlrect services are matched In each state at varlable rates that are
recalcul ated annual ly. These rates are determined on the basis of a formula
which measures relative per-capita Income In each State and are designed 1o
provide relatlvely poor states with relatively higher rates of Federal financial
comm|tment. Natlonwide, the federal share for medical assistance payments ranges
from 50% to 79%. Maine's rate for SFY 1986 and 1987 was 68.86%, and is 67.08%.
for SFY 88. Maine's rate for SFY89 will be 66.68%. One current exception to
this service match is for family planning services, which are matched by the
federal governmment at 90%. However, the President's budget proposes to reduce
this match to states'! service match level. |if thls occurs, Malne would l|ose
approximately $59,850 In federal funds.

Program adminlstration matching rates do not change from year to year. However,
they do vary according to the type of admlnistratlive cost. Most costs are
matched at a 50% rate, but other actlvIties such as heal th profession personnel
and the program's computerized Informatlon and bill-paying system, the Medicald
Management Information System (MMIS), are matched at 75%. Speclal program
enhancements may also recelve a varyling match rate. For example, the development
of the Department!s computerized system for tracking services to children and
young adults under the Preventlive Heal th Program Is matched at 90%.
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The program budget Is composed of three major accounts:

- Payments to Medical Care Provliders
-~ Intermedliate Care
- AdmlInistration

The Department combined the Intermediate Care and Skilled Care accounts to allow
for greater flexibllity In budgeting for these similar cost services In August
1987.

Al though the Department has budgeted these large accounts In recent years with a
relatively high degree of accuracy, It Is a difficult process. The Medicaid
Program must provide services to the same degree and scope to all Medicaid
reclplents. As new cllent groups become ellgible, they are entitled to the same
serv lces avallable to others.

The State's share of funds |s appropriated primarily within the three major
accounts. However, major efforts In recent years to take maximum advantage of
Federal matchling funds has resulted In the Inclusion of a number of servlces
which have traditionally been funded through other accounts. Therefore, 100%
state funds are transferred to Medlcaid from accounts within the Bureau of Soclial
Servlices, the Bureau of Maine's Elderly, the Office of Alcohol and Drug Abuse
Preventlion, the Bureau of Mental Retardatlon, and the Bureau of Mental Heal th,
thereby bringlng In federal funds for services such as mental heal th services,
walver services and ICF services for the mentally retarded.

The Bureau of Medlcal Services Is In the process of exploring with the Bureau of
Soclal Services and the Department of Mentai Heal th and Mental Retardation other
services presently funded with 1004 State monies that could be covered under
Medlcald optlons.

TABLE 1
Participation by Other State Agencles in Medicald Funding
Offlce of
Al cohol I sm
Bureau of Bureau Depariment of Bureau and
Social of Maine's Mental Health & of Rehab- Drug Abuse
Services Elderly Mental Retardation billtation Prevention
Intermedlate State Faclil i-
Care Level les for ICF/MR
Servlces Servlces, Day
Treatment Ser-
vices, Medlcald
Walver for the
Mental ly Retarded
Medlcald Walver Waiver for the Walver for
Walver for the Mental ly Retarded the Physi-
Serv |ces Elderly cally Dis-
abled
Payments to  Mental Heal th Mental Heal th Private
Other Clinlc Services Cllinic Services Non-Med I~
Medicald for Child Pro- for BMH cl lents, cal Insti-
Providers tective and Medicare Part A tution
Adul t Cases Deductible for Services
State Hospi tal for Sub-
Inpatients stance
Abuse
Treaiment



C. EXPENDITURES

The Malne Medicald Program expended a total of $299,523,091 in state and federal
funds for SFY 1987. This was 10.46% more than was expended In SFY 1986 for
services and administrative expenses and included the cost of adding new
services, Increased utllizatlon of some services, and inflation.

As Illustrated In Table 2, Medicald expenditures are charged agalnst three
accounts. Intermediate cares services (41.8%) and payments to Medicald providers
(54.9%) make up 96.7% of Medicald expendltures. The account for payments to
other Medicald providers Includes a wide range of services such as physicians,
hospitals, home health care, dental and transportation. The administrative
account composed 3.3% of total program expenditures. Admininstrative costs as a
percentage of total program expenditures have remalned relatively constant over
the past several years.

The Bureau of Medlcal Services accounts provide most of the state funds required
by Medicaid. However, as previously stated, other bureaus provide funds for the
purposes outlined in Table 1.

TABLE 2
Total Medlcald Program Expendltures
By Major Actlvity Category and Source of Funds

SFY 87
Percent

Activity Total State Funds* Federal Funds Total of Total
Administrative

Services $3,955,351 $5,986,772 $9,942,123 3.3
Intermedlate Care

Level Services $38,986,126 $86,210,169 $125,196,295 41.80
Payments to Other
Medlcald providers $51,189,387 $113,195,286 $164,384,673 54.88

TOTAL $94,130,864 $205,392,227 $299,523,091

¥This table Includes state funds from all Department of Human Services and Depariment
of Mental Heal th and Mental Retardation accounts that provide "seed" for the state
share of certaln payments under the Medicald program.

The Maine Medicald Program pays providers In three different ways: 1) fee for
service, where a fixed fee schedule is developed for each procedure or service 2)
cost-based reimbursement In which a rate of relmbursement Is developed for each
provider based upon allowable costs. These providers (l.e. home heal th agencles,
nursing homes, private non-medical Institutions) are subject to annual audits to
verify costs which result in cost settlements. A cost settlement may mean that the
provider was overpald and owes funds to the Department or that they were underpald
and are due additional funds from the Department. 3) Prospective reimbursement
provides for a pre-determined amount to be pald to the provider of services (l.e.
hospitals). Thls method Is described In more detail on page 10, Payment for
Inpatient and Outpatient Hospital Services.

Table 4 provides a detalled breakdown of expendltures for payments made to Medicald
providers for SFY 87 as compared to SFY 86. A total of $289,580,969 was expended In
SFY 87 for all mandatory and optional services. Thls amounts to 10.64% more than was
expended for services only In SFY 86. Therefore, of the overall 10.46% increase In
expenditures as descrlibed above, expenditures for services Increased at a sl lightly
greater rate than total expenditures for the operation of the Medicald Program.
Figure 2 below provides a graphic display of the growth in expenditures for servlices
under the Medicaid Program,

-6 -



Figure 2

Medicald Program Service Expenditures

SFY 79 - 87

Range $124,716,908 - $289,580,969
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Table 3 presents the tfrends for utilization of In-patient hospital, Intermediate
care facil ity (ICF) and skilled nursing facll ity (SNF) services and compares the
number of days for which Medicald provided relmbursement In Federal Fiscal Years

Table 3a compares total Medicald expenditures for those same
services for the same periods of time.

1984 through 1987.

Table 3

Trends for Utlllzation of In-Patlent Hospltal, ICF, and SNF Servlices
by Federal Flscal Year*

FFY84 FFY85 FFY86 FFY87
Days Days % Days 7 Days 7
Reimbursed Reimbursed/Change Reimbursed/Change Relmbursed/Change
Hospl+tal 103,552 108,218 4.3 120,121 9.9 112,573 -6.3
ICF 2,404,270 2,415,885 5 2,414,048 -.08 2,448,059 1.4
SNF 58,248 64,424 9.6 65,613 11.2 68,749 4.6
Table 3a

Trends In Expenditures for In-Patlent Hospl+tal,

FFY84

Expenditure

Hospltal $18,111,957
ICF $21,284,850
SNF $1,169,867

ICF, and SNF Services

by Federal Fiscal Year*

FFY85 FFY86 FFY87
% % %
Expenditure/Change Expenditure/Change Expenditure/Change
$48,575,521 62.7 $54,492,730 10.9 $67,074,629 18.8
$81,278,948 73.8 $9,619,131 16.0 $101,256,535 4.6
2,834,114 58.7 $3,699,621 23.4 $3,775,723 2.0

*Thls Information Is produced for annual reports to the Heal th Care Financing
Administration and, for that reason, is based on Federal Fiscal Years rather than

Vfor State Fiscal Years.
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TABLE 4
MEDICAID EXPENDITURES - SFY86 & SFY87

MANDATORY SERVICES

Total
Expendltures

7/1/85-6/30/86

Total

Expenditures

9 of

Change

7/1/86-6/30/87 + or (-)

Ambu ! ance $477,336 $454,718 -4.97%
Family Planning Clinlcs $198,473 $151,183 -31.28%
Home Heal th $8,167,017 $5,345,597 ~-52.78%
Independent Lab & X-ray $184,772 $280,223 34.06%
Inpatient Hospital (7) $54,492,730 $67,074,629 18.76%
Nur se—~Midw I fery $709 $1,297 45.34%
Outpatient Hospltal (7) $14,215,053 $17,229,262 17.49%
Physician $13,275,971 $13,387,023 0.83%
Rural Health Clinic $679,944 $815,225 16.59%
Skilled Nursing Facil ity $3,291,296 $3,484,245 5.54%
Total Mandatory Servlces $94,983,301 $108,223,402 12.23%
OPT IONAL . SERV ICES
Chlropractic $123,173 $177,617 30.65%
Dental (5) $1,952,871 $2,063,730 5.37%
HMD $42,043 $0 N/A
TCF_Commun i Ty $92,269,062 $94,010,660 7.85%
ICF State Instltutions $1,854,673 $2,078,404 10.76%
ICF/MR Commun |ty $12,382,559 $13,185,342 6.09%
ICF/MR State Institutions $14,068,835 $15,921,889 11.64%
Medical Suppllies & Equipment (1) $2,460,358 $2,615,665 5.94%
Medlcare-Part A, Deductible & Co-Insurance $4,170,232 $5,011,183 16.78%
Medicare-Part B, Deductible & Co-lInsurance $2,977,031 $3,995,095 25.48%
Medlcare-Part B Premlum $3,093,945 $2,559,379 -20.89%
Mental Heal th(2) $4,566,945 $5,192,865 12.05%
Personal Care Servlices $0 $1,079,330 100.00%
Physical Therapy $3,515 $21,976 84.01%
Podlatry $93,794 $80,755 -16.15%
Prescribed Drugs (6) $17,764,221 $20,361,454 12.76%
Private Duty Nursing $0 $173,423 100.00%
Residential Treatment Facll ity $329,500 $283,573 -16.20%
Speech & Hearing(3)(5) $528,436 $652,827 19.05%
Transportation $472,929 $1,047,7 31 54.86%,
Vislon Care (4)(5) $503,859 $509,106 1.03%.
Walver Service - Dlsabled $0 $24,913 100.00%
Walver Service = Elderly $770,722 $3,464,286 77.75%
Walver Service - Mental Heal th $389,398 $233,189 -66.99%
Walver Service - Mental Retardation $3,979,275 $5,972,316 33.37%.
Unclassifled ($998,321) $640,759 255.80%
Total Optlonal Services $163,799,055 $181,357,567 9.68%
TOTAL MEDICAID EXPEND!TURES $258,782,356 $289,580,969 10.64%
Footnotes:
1. Includes Orthotic/Prosthetic devlces.
2. Includes Mental Heal th Ciinics, Psychologlst, Psychological Examlner and

Commun ity Support at Mental Health Cli

nl cs.

3. Includes Speech and Hearing Clinlcs, Audliologlsts, Speech Pathologlsts, and

Hearing Ald Dealers.
4. Includes Opticlans and Optometrists.
5. These Categorles of Service Include ad
required by the EPSDT Program

ditional

6. Includes prescribed drugs for reclplents Ilving In ICFs and SNFs.

7. Hospltal flgures do not Include year end sett]ements.
Controller's Income and Expend]lture Analysls Report

Source of Data:
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Explanation of Large Percentages of Change (In Table 4)

Famlly Planning Services expenditures declined 31.28% in SFY87, from $198,473 in
SFY86 to $151,183 in SFY87. While the number of participating providers remalned
the same, the number of recipients served dropped from 2,650 in SFY86 to 2,242 In
SFY87. This decline coincides with an overall decline in individuals eligible
for Medlcald, from 142,052 In SFY86 to 135,875.

Home Heal th Services expenditures decreased by 52.78%, from $8,167,017 In SFY86
to $5,345,597 in SFY87. The number of cllients served remained about the same,
however, the number of participating providers dropped from 26 In SFY86 to 19 in
SFY87 (21%). Some of this decline can be attributed to changes In reporting of
these services called the alternative long term care program which is no longer a
part of Home Heal th Services.

Independent Lab and X-Ray Servlces expenditures grew substantially (34.06%)
agaln. Expenditures Increased from $184,772 In SFY86 to $280,223 in SFY87. This
Increase Is tied to a large Increase In the number of participating providers, up
from 30 in SFY86 to 40 in SFY87, and In the number of recipients served, up from
5,869 In SFY86 to 7,267 In SFYB7 (19,24%).

Nurse-Midwife Services showed a |large percentage Increase (45.34%) that, because
of the low number of particlpating providers, amounted to an Increase of $588
over SFY86's expenditure of $709. A slight increase In the number of recipients
served accounts for SFY87's expenditure of $1,297,

Chiropractic Services experienced an increase of 30.65% in expenditures, up from
$123,173 in SFY86 to $177,617 In SFY87. This increase resulted from a 30%
Increase In reimbursement rates and a 4.12% increase in the number of recipients
served.

Private Duty Nursing and Personal Care Services were added during SFY87. Ten and
fourteen providers cared for 37 and 229 recipients, respectively. These services
are now the alternative long term care program, formerly reported under Home
Heal th Services.

Physical Therapy Services experienced an 84% increase In expenditures due to a
47% Increase In the number of providers participating (up to 15 from 8 In SFY86)
and a 71% increase In the number of reciplents served (217 In SFY87 compared to
63 in SFY86). The annual cap on services del lvered by private practitioners was
also Increased from $100 to $500 in SFY87.

Transportation Services expenditures Increased 54.86% over SFY86 expenditures of
$472,929 as a result of a 10f increase In participating providers and an Increase
of 37.75% in recipients served, up from 3,099 in SFY86 to 4,978 in SFY87.
Reimbursement rates for these providers also were Increased through the Inclusion
of "By Report" reimbursement for some codes. This allows an agency to bill the
cost of a service below a cap amount.

The Walver for the Physically Disabled was implemented and served twenty-four
recipients with one particlpating provider,

The Walver for the Elderly was fully Implemented in SFY87 and saw a 77.75%
increase over expenditures made In SFY86, up to $3,464,286 from $770,722 In
SFY86. This Is tied to the dramatic 60.59% Increase in recipients served, 365 in
SFY86 as compared to 926 in SFY87.

Expenditures for the Mental Health Walver were down 66.99% because Its term of
service expired on May 7, 1987. Clients served under this program continue to
receive care through State-funded programs.
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The Walver for the Mentally Retarded saw a 33.37% increase In expenditures,
rising to $5,972,316 from $3,979,275 in SFY86. This was the result of a 14.57%
Increase In participating providers, up from 176 In SFY86 to 206 in SFY87, and a
12.27% Increase In the number of reciplents served, 372 in SFY86 as compared to
424 1In SFY87).

Finally, Figure 3 provides a graphic Flgure 3

summary of the services provided by Services Provided by Medlcare
the total program expenditures of Program Expenditure
$299,523,091 in SFY 87. Data in SFY 87 - Total Expendltures
thls figure Indicate that 89.8% $299,523,091

of total Medicald funds are utl}ized
to provide reimbursement for the
following seven services: general
intermedlate care facilities (33.9%),
Intfermedlate care faclilty services
that are mental heal th/mental
retardation related (10.1%), hospltal
(29.1%), prescription drugs (7.0%),
physiclan (4.6%), home health (1.8%),
and administrative services (3.3%).

Payment for Inpatient and
Outpatient Hospltal Services

The Malne Heal th Care Flnance
Commission was created by the
Legislature in 1983 to manage Maine's
hospital dlscharge data system and

. (222273 General ICF YR ICF MH/MR Related
impl ement a hospital prospective 5 Hospltal S g

Admlinistrative e Phygh:lunu
EETE Home Heaith "3 Al Other Providers

relmbursement system. The new
reimbursement system was designed to:

1. Appropriately |imit future
Increases in the cost of hospltal
care;

2. Protect the qual ity and accesslibll ity of the hospital care avallable to the
people of Maine by assuring the financlal viabllity of an efflcient and
effective hospital system;

3. Encourage hospltals to make the most efficlent use of the resources made
avallable to them;

4. Afford those who pay hospitals a greater role in determining thelr reasonable
financlial requirements without unduly compromising the abllity of those who
govern and manage hospltals to decide how the resources made avallable to them
wlll be used;

5. Provide predictabil ity in payment amounts for hospital s and payors; and

6. Assure greater equlty among those who pay for hospltal care.

In determining the hospitals financlal requirements for a given year, the
hospitals submitted flnancial data to the Conmission for a base year. Future
year reimbursement takes the base year budget and adjusts It for Inflation,

changes In service del Ivery and utilization, case mix, working capital and other
changes as verifled by the hospital.
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The prospective payment system assures that all payors (l.e., Medicald, sel f-pay,
Blue Cross/Blue Shield) reimburse hospitals the total cost of providing hospital
services. In addition, each payor Is responsible to pay for a portion of bad
debt and charity care. This represents costs which were previousiy not paid by
Medicald. In October 1987, the Health Care Financing Administration notlfied the
Depariment that It had accepted the Depariment!s assurances that our hospltal
payment system meets Federal criterla, a major accompl ishment.

Medicald relmburses hospltals |ts falr share of total cost, plus a portion of bad
debt and charlity care for disproportionate share hospitals. Disproportionate
share hospitals are defined as those hospitals that Medicaid charges equal or
exceed flifteen percent (158) of the hospital charges by all hospital payors.
Estimates Indicate that ten hospltals or approximately 23 percent (23%) of all
Malne hospitals can be classified as disproportionate share hospitals.

Hospitals not classifled as disproportionate share hospitals are reimbursed under
a 1987 Maine Heal th Care Finance Commlssion rule change. The rule specifles that
outpatient hospltal services wlll be pald according to the Tax Equlity and Fiscal
-Responsibll ity Act (TEFRA) calculation. [Inpatient hospital services wlil be pald
at the rate that Is the |ower amount of two calculations: the amount calculated
under the Malne Health Care Finance Commission or the Tax Equity and Fiscal
Responsibility Act.

Projecting these changes Into future hosplital payment years under the prospective
payment system of the Maine Heal th Care Flinance Commission results in estimates
that the Medicald budget for FY 88 will Increase by nearly twenty percent (20%).
The state share of hosplital costs will exceed thirty-four miliion dollars
($34,000,000) for fiscal year 1988. Additionally, 1987 rule changes, such as
adjustment to the hospltal flnanclal requirements to allow Increases in wages to
recrult and retaln medical staff, wili complicate projecting Impacts on future
state flscal years. Based on preliminary analysis of utillizatlon patterns and
inflationary factors the Medicald hospital budget can be expected to exceed an
eight percent (8%) growth In fiscal year 1989.

Intermediate Care Facillty (ICF) and Skilled Nursing Facility (SNF) Services

Malne currently has 9,023 ICF beds In 135 general Intermediate care faclillities.
Relmbursement for ICF services averages $52 per day. The most recent avallable
federal data (Oct. 1986) Indicated that only three states In HCFA Reglon | have
higher average per diem rates than Malne. Malne currentiy has 517 SNF beds in 18
facillties. Relmbursement for SNF services averages $81 per day. This makes
Malne the highest In Reglon | for SNF relmbursement.

As noted in the Department's Long Term Care Pian, Malne's ratio of ICF (excluding
ICF/MR) beds to SNF beds Is 17:1. This Is the third highest ratio In the nation.

A large part of the cost of general-use ICF beds Is borne by the State!'s Medicaid
budget, since at any given time, approximately 75% of ICF residents are Medicald
recipients.

With only 517 SNF beds statewlde, there Is a problem of access to SNF beds for
Medicare beneficlaries. A study of "Skllled Nursing Facllity Services in Malne:
Issues, Trends and Recommendations for Promoting Access" conducted for the
Depariment In 1986 by the Human Services Development institute of U.S.M. found
that In 1984 Medicare-covered SNF days In Malne amounted to 130 per 1,000
beneficiaries, while the national average was 295 days per 1,000 Medicare

benef iclaries. If Maine's utllization rate had been at the national average an
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additional $1,978,700 of Medlcare revenues would have been avallable to help
cover costs of post-hospital and long term care. Part of thls additional revenue
to the State could have offset some Medicaid Institutional costs and also enabled
the Medlcald program to fund additlional long term care services In the home
setting. More Importantiy, thls Medlcare coverage would have benef itted the
non-Medicaid eligible person in need of this level of care who ends up in an ICF
as the only option for care. These Individuals often have to pay for these
services out-of-pocket since no third party payors, except Medicald, cover
services In ICFs,

The Department, In conjunction with the Attorney General's Offlce and Legal
Services for the Elderly, has developed an Advocacy for Medicare Patlents (AMPs)
program 1o address the problem of denlals of Medicare coverage after care has
been provided for Medicaid reclpients, as well as for Individuals who, al though
not eligible for Medicaid, may not have the resources to pay for the care. By
the end of SFY87 reconsideration requests had been flled In behalf of 104
Medicaid beneficlaries. Regulations have also been adopted to permit hospitais
to establish "swing beds" for SNF-level care. No hospltals have applied for
Yswing bed" certification.

Table 5 provides a breakdown of state and federal expenditures for ICF and SNF
services under the Medicaid Program.

Table 5
Institutional Long-Term Care Expenditures

SFY82-87
(In Milllons)

SFY82 SFY83 SFY84 SFY85 SFY86 SFY87
ICF
state 23.38 25.11 27 .93 26 .86 28.33 31.20
federal 51.46 53.30 58.37 62.17 63.94 66.50
SNF
state .95 .86 1.00 1.08 1.01 1.06
federal 2.08 1.83 2.07 2.50 2.28 2.77
Total
state 24.33 25.97 28.93 27.94 29.54 32.26
federal 53.54 55.13 60.44 64.67 66.22 68.77

As of November 30, 1987, Information reported by Malne's long-term care
facillties indicates that there were 318 empty ICF and SNF beds. At the same
time, there were 183 Medicald clients In hospitals awalting placement to a
nursing home. An additional 111 indlviduals were at home awalting nursing home
placement. Most of these Indlviduals require a heavler kind of care than most
nursing homes are able or willing to provide. 1in addition, nursing homes are
experienclng serlous staffing shortages, as are some hospltals, home heal th
agencies and other heal th care providers. Department staff are working toward a
solution to thls problem through current initiatives for increased wages for
nursing staff and allowing the costs of training certifled nurses' assistants.

In November 1987 amendments to the Principles of Relmbursement for Long Term Care
Facilities provided for adjustments In the per diem rate for wage Increases to
deal with serlous problems of recrultment of nursing staff for CNA tralinng
costs. As of November 1987, 104 facilities had been granted increases totalllng
$5,042,000, of which $1,609,910 will be covered by the Medicald program. Future
plans for addressing the Issue of access for heavy care patients Include case-mix
reimbursement, higher relmbursement levels for heavler care patients and by
encouraging that new beds built serve heavy-care patients.

-] 2=



Tabie 6 ranks Maine's nursing home analysis areas from lowest to highest In terms
of the number of ICF beds for every 1000 individuals over age 65.

While Maine's State Heal th Plan sets a goal of 60 beds for every 1000 individuals
over age 65, a condition of the home and community-based walvers (see page 22) is
to reduce the rate of growth of nursing home beds. As stated in the planning
document submitted with two walver requests, 1t Is the intent of the State of
Malne to continue to reduce the ratio of ICF beds to elderly population. |t was
projected in the requests that by 1990 the ratio of beds to 1000 population over
age 65 would be 55.156. Under this plan, new beds would be approved for
construction only In areas where needed to achieve a more consistent statewlide
ratio of beds or to replace obsolete facilities If needed to maintalin the desired
ratio of beds.

Table 6
Ranking of Nursing Home Analysis Areas by
ICF! Bed to Population Aged 65+ Ratio

July 1, 1987

: Ratio of Exlsting
Nursing Home Licensed ProjJected Beds to ICF Beds ICF Beds and Planned

Analysls ICF Beds Population 1000 Pop. Coming_ Allocated ICF Bed/Pop.

Areas 6/30/872  65+,7/1/817 65+ On Line® 19874 65+ Ratio
Wal doboro 111 3,914 28.4 30 - 36.0
York 210 6,553 32.0 - 40 38.2
Bel fast 126 3,140 40.1 - - 40.1
Carlbou-Presque Isle 263 5,670 46.4 - - 46 .4
Bangor? 471 11,944 39.4 40 45 46 .6
Bucksport 143 2,923 48.9 - - 48.9
Portl and 1,182 25,806 45.8 - 100 49.7
Skowhegan 210 4,201 50.0 - - 50.0
Camden=-Rockpor+ 312 6,202 50.3 - - 50.3
Bridgton 179 3,529 50.7 - - 50.7
Dover-Foxcrof+ 168 3,751 44.8 24 - 51.2
Rumf ord 112 2,895 38.7 - 40 52.5
Sanford 233 5,557 41.9 65 - 53.6
Blddeford 413 7,711 53.6 - - 53.6
Danfor th=Houl ton 167 2,980 56.0 - 56.0
Augusta’ 567 9,821 57,7 - - 57.7
Eastport 142 2,458 57.8 - - 57.8
Waterville 454 7,829 58.0 - - 58.0
Lincol n=Mit1inocket 168 2,865 58.6 - 58.6
Jonesport 87 1,437 60.5 - - 58.6
Farmington 291 4,741 61.4 - - 61.4
Bath~Brunswlck 481 7,511 64.0 - - 64.0
Calais 100 1,434 69.7 - - 69.7
Lew I ston-Auburn 988 14,065 70.2 - - 70.2
Ellsworth 335 4,417 75.8 - - 75.8
Norway 305 3,460 88.2 - 88.2
Pittsfield 141 1,492 94.5 - - 94.5
Ma daw aska 305 2,620 116 .4 - - 116.4
NHAA Totals, Ratlos 8,664 161 ,522% 53.6 159 225 56.0
Statewlide ICF® 120 N/A N/A - 200 N/A
State Tofals,RaTlos7 8,784 161,522% 54.4 159 425 58.0
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Notes:

1
2

ICF = Intermediate Care Facll Ity

From preliminary 6/30/87 bed count, Offlce of Data, Research and Vital Records
(ODRVS).

ICF beds coming on |ine are beds for which certificates of need (CON) have been
Issued. Twenty-four of the 40 Bangor beds and the 24 Dover-Foxcroft beds have been
compl eted as of 11/6/87.

ICF beds aliocated are beds for which CON appl ications have been soliclited and
accepted.

Table does not Include ICF beds In the Augusta and Bangor Mentai Heal th Institutes.
Statewlde ICF beds have not been included In NHAA counts. There are 120 statewlde
ICF beds at Malne Veterans Home In Augusta. An additlonal 200 statewide ICF beds
were allocated In 1987, Twenty of these are general beds which may be approved as
needed anywhere In the State. The remaining 180 statewide allocated beds are
planned for veterans only.

Not Included In this table are 25 ICF beds al located In 1987 for a demonstration
Continuing Care Retirement Community.

Statewlde projected popul ation 65+ flgure Includes 596 people residing in
unorganized territories. These people are not included in the 28 Individual NHAA
population fligures.

Table prepared by: Maine DHS Offlce of Heal th Planning and Devel opment, November 1987:

Intermediate Care Facllities for Persons Wlth Mental Retardation (ICF/MR Services)

Maine provides long term care through two categories of ICF/MR services.

Nursing services are avallable for those Individuals whose physical needs are such
that general ICF-level care would be Indicated If mental retardation were not
present. In SFY87, 525 recipients were served In 15 facil ities at an average
annual cost per reciplent of $39,286. The number of Medicald reciplients |iving In
each of these facllIties averaged 35 In SFY87, at an average cost of $114 per day.

Malne's Medicald program also provides reimbursement for ICF/MR group home. In
thls setting, residents receive devel opmental training at various locations around
the State. This iraining is reinforced by the therapeutic atmosphere of the
ICF/MR. A total of 208 reciplents were served in SFY87, In general, 8 Medicald
reciplents | Ived In each of the 27 participating group homes at an average annual
cost of $36,881 per person, the cost per day was $100.

Had Federal financlal participation (FFP) not been avallable, the cost to the
State for these services would have been over $28,000,000.

PROY IDERS AND RECIPIENTS OF SERVICE

The Medlcald Program Is Indebted to the more than 5,000 in-state practitioners,
Institutions, and agencies who provided heal th care services to Medicald clients
over the oourse of the past state fiscal year. The Bureau of Medical Services Is
also grateful to the provider assoclations and Individual providers who have so
generously provided thelr time and shared thelr knowledge and expertise In the
devel opment and refinement of the Medicald Program In order to better serve
Medicald clients In Maine. As a result of thelir commitment, the Program contlnues
to assure statewlde access to heal th care for Malne's |owest Income cltizens.
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Medicald payments are made to participating heal th care professional's who provide
medical services to ellgible people. Medicaid recipients have the freedom to
choose any enrolled Medicald provider. The cholce of providers may be |imited for
those cllents who are under the Recipient Restriction Program (see Page 24) or If
a state has a freedom-of-choice walver from the Federal govenment. Individuals
are issued a Medicaid Identification card each month which lets the provider know
that charges should be billed o the Medicald Program.

Table 7 compares the number of In-state participating providers in Malne's
Medicald Program for the perliod SFY86-87. Table 8 provides a comparision of
reciplients served during that same period.

Table 7
In-State Providers by Type of Service
Number of Providers ¢ of
Type of Servlice SFY86 SFY87 Change
" Physicians 1,273 1,281 .63
Pharmaclsts 265 257 -3.02
Dentists 411 398 3,17
Optometrists 134 138 2,90
Psychologlists 157 174 9.78
Durabl e Medical Equlpment 168 190 11.58
ICFs 156 146 ~6.42
SNFs 17 17 0
Hospital Inpatient 45 45 0
Hospital Outpatient 197 194 -1.5
All Other 2,142 2,556 16.21
Total 4,965 5,396 7.99
Table 8
Reclplents Served*
Number of Reciplents 4 of
Type of Service SFY86 SFY87 Change
Physiclans 86,366 84,316 -2.38
Pharmacists 94,088 93,978 -.12
Dentists 30,293 28,211 -6.88
Optometrists 14,341 14,258 -.58
Psychologists 3,853 4,483 14,06
Durabl e Medical Equlpment 4,787 5,405 11.44
ICFs 8,845 8,751 -1.07
SNFs 412 408 -.98
Hospital Inpatient 19,120 15,769 -17.53
Hospital Outpatient 45,716 62,290 26 .6
All Other 58,941 84,314 30,00
Undupl icated # of reciplents 142,148 1135,875 -4.42

*This table includes duplicated counts of cllents across service categories.
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MEDICAID FEES

The Depariment of Human Services must balance two Important considerations In
managing the Medicald fee schedule. The fees pald must be sufficlent to atiract
enough providers so that services are avallable to Medicald recliplents at |east
to the extent that those services are avallable to the general popuiation. From
this perspective, there Is substantial pressure to pay fees which approach or
equal going rates In order to assure complete access for Medlcald reclplents.
However, the Department Is also responsible for assuring access to a wlde range
of services for reclplents, for prudent management, and for assuring that |imited
publ ic funds are spent carefuily. This consideration leads to policles that
emphasize the purchase of care at the lowest possible cost.

The Bureau of Medical Servlices does an annual comprehensive review of
reimbursement for providers pald on a fixed fee schedule that provides an
Incremental system of Increases based on need, access, equity, and the
avallablility of state funds. Sometimes this Incremental approach cannot be
real lzed due fto budget constraints. Sometimes provlders obtaln Increases by
going directly to the Leglslature.

To asslist In making these difflcult decisions, the Depariment conducts an annual
review of fees with providers. Over the course of the summer of 1987, In
accordance with 22 MRSA §3173, the Sixth Annual Fee Review was conducted. As In
previous reviews, legitimate concerns of several provider groups have been
identifled. It Is clear that most groups are faced with rising costs and an
increasing gap between Medicald fees and thelr usual charges. However, with the
relative lack of new state funds and the continuing avallabll ity of Medicaid
services, across-the-board Increases could not be made. Rather, the Bureau plans
to contlinue the Incremental approach to change It has been using during the past
year.

Sixth Annual Fee Review
SFY 1987

The 1987 Annual Fee Review was conducted by the Bureau of Medical Services In
cooperation with providers and thelr organizations. In August 1987, a letter was
mailed to providers which asked for thelr Input In our annual fee revliew. That
letter included Information on provider and reciplient participation and
expenditures fo- State Fiscal Year 1987 for the State's Medicaid Program for the
particular provider group.

Based upon this fee review, it has become clear that the process of meeting with
providers on an annual basis Is an extremely valuable one, not simply for
reviewing fees but also to conduct a review of pollicy af fecting providers and the
clients they serve. Henceforth, the fee review wlll be expanded to Include an
annual review of policles as well. While the Deparfment wil! continue to meet
wlth providers on a regular basls throughout the year, we belleve there is merit
in formallzling the review of the policy to assure a process of reconsideration
and future planning. As a result of the meetings scheduled throughout August and
September, a meeting was convened by Bureau of Medical Services staff on
September 25, 1987. All fee-for-service providers were Invited to discuss the
preliminary findings and recommendations of the Bureau.

The following summary represents changes In the Medicald fee schedule and
policies for fee-for-service providers that have occurred since 1983 and Includes
issues discussed during the SFY87 Annual Fee Review and actions taken by the
Bureau of Medical Services.
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FEE SCHEDULE HISTORY AND RESULTS OF SIXTH ANNUAL FEE REVIEW 1983 - 1987

4/21/84

9/1/85

4/9/87

SFY87
AFR

7/1/86

1/1/83

12/1/84

AMBUL ANCE

Increased base rate from $35 (resldent) and $40 (nonresident) to
$47.50. Land mlleage changed to "lcaded" mile at $2/mlle. Expected to
Increase Medlcald reimbursement by 10%. (Legislative appropriation).

Incorporated reference to alr ambulance services provided through a sole
contractor, and outlined the bldding process and award of contract.

Impl emented the second contract to provide air ambulance services to
reciplents through a sole suppl ler.

Representatives of the Malne Professlonai Ambulance Assocliation

stressed the urgent need for an Increase in allowances to bring
relmbursement In Ilne with the cost of doing business. A specific
request was made to Increase the base rate from $47.50 to $90.00, the
loaded mile allowance from $2.00 to $2.50, the allowance for oxygen from
$6.00 to $20.00, and for a general increase in the ailowance for
deflbrillator service. The Bureau has recommended the base rate and
loaded mlle al lowances as they were proposed. This Increase represents
an 89.5% Increase in the base rate and a 25.0% increase In the loaded
mile al lowance,

Concern was expressed for the difflculty some providers have experlenced
In getting claims pald. This concern was shared with the Provider
Relatlons Unit staff.

Concern was also expressed for the [nappropriate use by some recipients
of ambulance services for non emergencies. An education program for
recliplents Is being conslidered. The Bureau will also explore the
current practice of transporting ambulatory clients by ambulance,
especlally from nursing homes.

Pursuant to Deita ambulance Company's request for reimbursement for the
use of an isolette and special Ized support equlpment for transporting
critically Il neonates, the Bureau plans to look Into the issue of the
avallablil Ity of specialized transport for critically ill neonates.

CHIROPRACT IC SERVICES

Increased fees from $7 to $10.

DENTAL

4% overall Increase to general dental procedures/extractions allowances.
5.38% Increase for certain prophylactic/restorative services allowances.

This was the second In a 2-part Increase, totalling 15% overall. These
Increases enhanced the overall reimbursement for general dentistry in
order to relieve dissatisfaction with rates.

Increase In allowances for certaln oral surgical procedures. Allows
oral surgeons to be reimbursed a higher percentage of the cost of
providing the service. Inciuded expanded definitions for certain
procedures, and several miscel ianeous revislons.
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9/1/85

9/1/86

SFY87
AFR

DENTAL (Cont.)

A relatlve-val ue-scale relmbursement methodology was adopted that
Increased fees for orthodontla to ralse the percentage of cost
reimbursed by Medicald.

Increased certaln general dental fees to 60f of the average of fees
reported for each procedure In the most recent survey published by the
American Dental Assoclatlon., Certaln prlor authorization requlrements
were el Imlnated to faclilltate program administration and to expand
preventive services.

Representatives expressed concern for what they belleve Is an Inadequate
fee scheduie far dental services that has not kept pace with rapldly
rising mal practice and overhead costs. Potentlal Impact In the form of
decl Ining provider enrol iment was a major concern. Representatives
suggested that [f a comprehensive fee Increase |s not posslble, the
Bureau should examine the possiblliity of an Increase for selected dental
services, e.g., fluorlde treatment, preventive services, sealants,

amal gans, and composlts.

Representatives al so stated that reimbursement for the |Imited number of
services avallable To reclplents over age 21 was inadequate. These are
I Imited to extractlions performed In the presense of certaln surglcal
procedures whose outcomes could be affected by Infection or severe
decay. Another area of concern was the apparent lack of responslbillty
and cooperation shown by some Medlcald reciplents evidenced by a high
rate of cancellations and "no shows" among Medlcald patients.

Representatives were also concerned that some reclplents were referred
for athodontic treatment In the absence of baslic dental care and
suggested that the Dental Services rule be revised to permit greater
selectlv ity among patients. Providers were also concerned that
relmbursement for orthodontic treatment Is avallable only to speclallists
In orthodontia.

Representatives were Interested In particlpating In the development of
an education program for Medicald reclplents.

Providers expressed thelr deslre for better communication with the
Bureau and Increased Input In the development of rules.

The Bureau Is striving for an Improved atmosphere of cooperation with
providers. It Is seeking to provide a fee Increase of approximately 30%
for services In the chllidren's program. A dental advisory commlittes,
composed of providers, advocates, and Department of Human Services staff
was formed to make recommendations concernling coverage of adult dental
services to the Legislature. This committee will present a proposal 1o
the Human Resources Commlttee during the second session of the 113th
Legisiature in 1988.
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12/1/83

8/1/84

6/1/85

10/3/83

SFY87
AFR

5/1/85

9/1/86

8/17/83

5/17/87

11/1/83

9/1/85

DURABLE MEDICAL EQUIPMENT & SUPPLIES

Billing of acquisition cost (AC) plus a gross profit ranging from 35% to
50%. Assures the provider a profit as equipment and supply acquisition
costs Increase.

Increased gross proflt for any Item with AC of $300 or more from 30% to
50%. Increased profit on large ticket Items making relmbursement more
equitable for these Items. Eliminated prlor authorization under certaln
condl tlons to streamline the procedure for repalring equlpment owned by
the Department.

Increased mark-up to 508 for all durable medlical equlpment and supplies
based on adjusted acquisition costs. Dlabetic testing material was
added as a covered Item. Freight-In and delivery charges are no longer
reimbursabl e.

FAMILY PLANNING AGENCY SERVICES

increased rate of reimbursement to cover 100% of clinic costs. No fee
Increase since the service was establ Ished In 1979,

As a result of several very productive meetings with Famlly Planning
Services providers held during SFY87, the rule for these services was
completely revised. In addition to more accurate definitlons and
descriptions, some services were expanded. Relmbursement rates were
adjusted using an Improved accounting formula employed by all the
clinics. This adjustment resul ted In an aggregate Incrase of 11%,

al though not every clinic expreienced an Increase.

HOME AND COMMUNITY BASED WAIVER SERVICES FOR THE ELDERLY

New coverage - allows reimbursement to a new group of providers and
expands services for certaln existing providers for services to walver
clients as an alternative to Institutionai izatlon.

Increased the allowance for the projected annual cap for these services
from 75% to 100§ of the annual average cost of Institutional care that
walver services supplant.

HOME AND COMMUNITY BASED WAIVER SERVICES FOR THE MENTALLY ILL

New coverage - allows reimbursement to a new group of providers - move
toward delnstitutional Ization of the mentally Il1.

Walver explred; reimbursement not renewed by HCFA.

HOME AND COMMUNITY BASED WAIVER SERVICES FOR THE MENTALLY RETARDED

New coverge - reimburses new group of providers and expands covered
services to walver cllents - move toward delnstlitutional Izatlion of the
mental ly retarded.

Maximum al lowable number of boarding home beds was increased fto elght
and the maximum al lowable cost per resident per month was Increased to
$870. (These changes af fected Title XIX Walver Homes for the Mentally
Retarded only.)
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7/22/87

12/21/83

10/1/85

8/1/83

7/1/85

8/6/85

4/28/86

5/1/87

SFY87
AFR

HOME AND COMMUNITY BASED WAIVER SERVICES FOR THE MENTALLY RETARDED
(Cont.)

HCFA granted program a 1 year extension.

Walver approved for 3 more years. Rates for 0.T. consultation, P.T.
consul tation, case management, and resldential tralnling Level |
Increased.

HM
New coverage — new provider.
Coverage was terminated.

INDEPENDENT L AB/X-RAY

Added new procedures not previously coded and Increased basic value of
certain radiological procedures.

MENTAL HEALTH CL INICS

1. Increased al lowances 94% for individual and family therapy services
and 84% for group psychotherapy services provided by a psychlatrist.

2. Increased al lowances 104%. for Indlvidual and family therapy services
provided by a psychologist. Group psychotherapy services were
Increased 1008 for 3/4 of an hour, 90% for one hour and 1/2 hour,

and 65% for 1/4 of an hour.

3. lIncreased allowances 105%-110% foa individual and family therapy
services provided by a psychiatric nurse or soclal worker and
88%-93% . for group psychosocial therapy services.

4. Increased allowances 104% for all services provided by "other
qual ifled staff".

Provided an Increase In reimbursement rates to mental health cllinics
based on average costs. Eliminated most restrictions on the setting of
mental heal th clinic services and allowed collateral contacts. Added
coverage of reglstered substance abuse counselors (RSAC) servlces.

Expanded substance abuse coverage to all professlonals withln mental
heal th centers except other qual Ifled staff.

El ImInated substance abuse treatment services provision from thls
sectlion of the manual.

A representative of the Malne Council of Community Mental Heal th
Centers expressed concern that the current |evel of reimbursement
reflects the cost of dolng business three years ago. |t was also noted
that the greatest dlsparity between the level of reimbursement and cost
exlsts for physicians and Is least for other qualifled staff.

-20-



11/1/83

7/1/85

12/22/83

4/1/87

1/1/87

MENTAL :HEALTH CLINICS (Cont.)

The following suggestions are belng explored by Bureau of Medlcal
Services staff and Bureau of Mental Heal th staff:

- Conslder qual ificatlon standards other than comprehensive | |censure
for mental health cllinlcs.

- Develop standards and supervlisory fralning for other quallfled
staff.

~ Allow relmbursement for co-theraplsts, especlally for sexual abuse
therapy.

- Include occupational theraplsts on the |Ist of Mental Health Clinic
professional staff.

NURSE MIDW IFE

New coverage - In ocompl lance wlth federal requirements,

The fee schedule for del Ivery, antepartum and post partum care was
Increased from $241 to $450.

OPTOME TR ICAL | /OPHTHAL MOL 0G | CAL 2/ RADIOL 0G I CAL>

1. Added: complete visual fleld ($8)
"other studles" relmbursement to permlt optometr|st
to provlide dlagnostic services for the early detection of
eye dlisease
refraction for Medicare el lglbles ($5)

This permits optometrist to provlide dlagnostic services for the
early detection of eye dlsease.

2. Increased complete visual fleld allowance from $5 to $8 as a result
of 1st annual fee revliew, Increased allowance for this exam whlch
requires sophistlcated and expensive equlpment.

Added certain procedures to surgery of eye/retlna to allow a more
detalled specificatlon of services provlided by ophthalmologlsts.

3. Increased ocular & orbltal echography or sonography basic value from
6.0 to 10.0. Increase allows reimbursement of a greater percentage
of the cost of providing the service.

OFT ICIAN SERV ICES

Revised rule to provide eyewear to reclplents Through a sole suppl ler of
eyeglasses and eyeglass parts.

OFTOMETRY SERVICES

Increased the allowance for Functlional Eye Examlination from $18.00 to
$19.50 and changed the procedure name to Comprehenslve Eye Examination.

Added the following procedures and reimbursement rates to allow greater
flexibllIty in providing services:
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4/1/817

12/1/84

8/1/85

7/16/86

7/1/86

SFY87
AFR

OPTOMETRY SERVICES (Cont.)

Home Medical Services
Eye Examination, Brlef-Limited-MInimum $9.50
Eye Examination, Intermediate-Extended $14.50

Offlce Medlcal Services

Eye ExamInation, Intermediate~Extended $13.50
Intermediate Visual Field $13.50
Extended Visual Fleld $19.50

Revised the fee schedule to conform to the HCFA Common Procedures Codlng
System (HCPCS).

Revised rule to provide eyewear to reclpients through a sole supplier of
eyeglasses and eyeglass parts.

ORAL SURG ICAL

Increase In allowances for certain oral surgical procedures. Allows
oral surgeons to be relmbursed a higher percentage of the cost of
providing the service. Included expanded def Inltlons for certaln
procedures and several mlscellaneous revlslons.

ORTHODONT I A

Increased fees for orthodontia to ralse the percentage of cost
relmbursed by Medlicald.

PHARMACY SERVICES

Increased the dispensing fee from $3.20 to $3.35 (leglslative
appropriation).

PHYSICAL THERAPY SERVICES

Increased fees $6 per 1/2 hour to $12 per 1/2 hour and the annual cap
from $100 to $500. Eiimlnated Medicare certiflcation requlrement.
Expanded setting requlirement.

Representatives of the Malne Chapter of the Amerlcan Physlcal Therapy
Assoclation expressed concern that low relmbursement rates for prlvate
practitioners may result In shifting of services to hlgher cost hospltal
services. Representatives were concerned that heavy demand on hospltal
physical therapy departments could result In a decline in the quality of
service provided. Representatives were concerned that low relmbursement
rates provided no incentive for physical theraplsts to enroll as
Medlcald providers.

Representatives were al so concerned that some physlclans may be blillIng
third party payors for office visits that contaln physical therapy
services performed by someone other than a physlcal theraplst.

The Bureau will review ufiilzaflon data and wlll explore the posslbillty
of a fee Increase for Physlical Therapy Servlces.
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7/1/85

7/1/86

8/1/86

12/15/86

3/1/87
4/1/87

6/3/87

1/1/87

SFY87
AFR

PHYSICIAN SERVICES

1. Increased allowances 72§ for Individual and group therapy servlices
provided by psychlatrlsts.

2. The fee schedule was substantlally ralsed for del ivery, antepartum,
and post partum care.

Developed a comprehensive screening visit for Preventlive Heal th Progam
enrollees with an enhanced relmbursement rate of $26.

Increase in allowances for certaln surgical procedures related to
dilatlon and curettage. :

Policy clariflcation Identifylng both the preventive heal th services
which are reimbursable to both participating and non-particlpating
Preventive Heal th Program (PHP) providers and al lowing the $26.00
screening exam fee fo be bllled regardless of the physiclan's usual and
customary charges for well chlld care.

Updated Heal th Care Common Procedure Coding System (HCPCS).

(Ophthamology) - Revised rule to provide eyewear to recipients through a
sole supplier of eyeglasses and eyeglass parts.

Rule revised to Include the Department!s policies concerning organ
transplant procedures.

Updated Heal th Care Common Procedure Coding System (HCPCS).

In meetings with representatives from both the Malne Medlcal Assoclation
and the Malne Osteopathlc Assoclatlon the maln area of concern was over
reimbur sement rates.

The proposed Increase for physiclan office fees expected early in 1988
was discussed and providers expressed thelr deslre to see an Increase In
all fees, rather than just offlce visits. The Bureau's work wlth the
Human Services Development Institute of the Unlversity of Southern Maine
on a relative value scale (RVYS) was discussed. It Is hoped that an RVYS
will reduce the disparlty between Medicald reimbursement and usual and
customary fees and will prevent such a iarge difference from recurring
In the future.

Representatives expressed thelr dlsapproval of the Bureau's proposal to
el Iminate reimbursement for Medlcare crossover payments (the balance
between the amount Medlicare pays for a given procedure and the amount [+t
would allow as a charge). Osteopathlc representatives concern for
Individuals not el Iglble for Medicalid who are In need of care prompted a
discussion of the Bureau's work wlth the Robert Wood Johnson Foundatlion
on the devel opment of a program that wlll relmburse medical care for the
uninsured. A meeting was held wlth the Physlclans Advisory Workgroup iIn
December 1987 to review the proposed changes in the fee schedule,



SFY87
AFR

7/1/87

6/1/86

4/20/87

1/1/85

7/1/85

SFY87
AFR

PODIATRIC MEDICINE SERVICES

in a meeting with representatives from the Malne Podiatric Medicine
Assoclation, concerns over {ow relmbursement rates were discussed.
Representatives bel leve podlatric physicians should have parity wlth
other physiclans and urged the Bureau fo consider Implementing a tiered
offlce vislt schedule and reimbursement for mileage. Representatives

al so bel leve Madicald monles would be saved If settings restrictions for

surgical procedures were reduced or eliminated. The Bureau will explore
Impl ementing these suggestions as part of the revision of the rule for
Podlatry Services now under way and wiil explore the possibllity of a

fee Increase using savings resulting from the reduction of settings
restrictions.

PREVENTIVE HEALTH PROGRAM

Rule revised to Include rural health centers as providers of servlces.

PRIVATE DUTY NURSING & PERSONAL CARE SERVICES

Established policy for coverage of these services provided by R.N.s,
L.P.N.s, C.N.A.s, H.H.A.s.

Revised rule to Include reimbursement for an extended level of care for
clients classifled at the skllled nursing facllity level of care.

PRIVATE NON-MEDICAL INSTITUTIONS

Expanded coverage to Include substance abuse treatment facllitles -~ new
prov iders.

PSYCHOL OG I CAL . SERVICES

An across-the-board fee Increase of 71% to 72% was establ ished to cover
all clinical psychologlcal services for Individual and group
psychotherapy treatment. The psychometric testing fee schedule was al so
Increased 38%.

Representatives of the Malne Psychological Association conveyed to the
Bureau thelr bellef that relmbursement rates are too low and that skllls
used by Ph.D. psychologlists In psychological testing are the same as
those used for other psychologlical services, thus warranting a hilgher
relmbur sement rate.

Representatives al so ralsed several concerns over Medicald policy.
Practitioners described the dlilemma with which they are faced when
patients lose Medicald coverage and are still In need of care o when
patient-related contacts, for which no reimbursement is avallable, are
needed.

Representatives expressed thelr frustration with having to wait for
Medicald reimbursement until after settlement by other payors Is reached
and with time |Imitations currently allowed for group therapy. The
Bureau will explore reimbursement Increases and expansion and

simpl Iflcation of pollcy wherever possible.
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7/1/86

12/1/86

SFY87
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5/1/87

10/1/85

11/1/86

SPEECH AND HEARING SERVICES

Increased the fee schedule for speech and hearling services 28%.- 29% for
all procedures (leglslative appropriation). included policy
clarifications.

Policy clarlfication updating billling Instructlons for the purchase of
hearing alds.

Representatives from the Malne Speech and Hearlng Center Directors
expressed Interest In the followling: '

- Recelving a higher level of relmbursement that would reflect the
cost of dolng buslness.

- Recelving relmbursement for services provided In a school setting
that currently recelve Department of Educatlon funding.

- Adding speech and hearing servlices as rural health clinlc covered
servlces.

- The possibil Ity of allowlng procedure-based blllling for Audlology
services rather than tlme-based bllllIng.

- Resolving the ongoing problem of Medicald cllents mlssing and
cancel | Ing appolntments.

Although It Is unllkely that a fee Increase for speech and hearling
services Is possible thls year, these other suggestions are currently
under consideration. Speclflcally, Bureau staff are exploring the
possibility of Implementing a "no show" code In order to track mlssed
appolntments and of developlng an education plan to help alleviate thls
probl em,

SUBSTANCE ABUSE TREATMENT SERVICES

New policy developed for facllities certifled by the Offlce of
Alcohol Ism and Drug Abuse Prevention (0.A.D.A.P.).

TRANSPORTATION SERV ICES

Al lows reimbursement through Medlicald as a dlirect vendor payment to
tfransportation providers to provide transportation to medically
necessary Medlcald covered services.

Increased relmbursement for passenger mlles and odometer mlles to relate
to the transportation agency!s cost of providing servlice.

12/31/86 Impl emented wheelchalr van services provlsion. Added an Interviewing

4/20/87

guldel ine used to determine el Igibllity. Certaln Procedure Codes were
changed from $.50 to "By Report".

Clarification of related travel expenses pollcy. Inclusion of base rate
for certain wheelchalr van services.
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TRANSFORTAT ION SERVICES (Cont.)

SFY87 Members of the Malne Transportatlion Assoclatlon expressed concern for a

AFR number of Issues, Including dlffering Interpretations of the Explanatlon
of Medlcald Beneflts (EOMB), Ilabll ity for client fraud, and approprlate
use of the Depariment of Transportation map.

The Assoclation al so suggested provlding reimbursement for transporting
preschool children to school-based therapy servlces.

Bureau staff Is currently working closely with the Assoclation's members
on resolving these Issues.

VD SCREENING CLINICS

10/3/83 Fee Increase to cover Increased costs due to Inflatlon ($10 to $15). No
fee Increase since establlshed In 1978.

SUMMARY OF SIXTH ANNUAL FEE REVIEW.

The Bureau of Medlical Services has agaln ldentlfled physiclan, ambulance, and
podiatry offlce visit relmbursement rates as belng at levels that may threaten
reciptent access to these servlices.

While provider enrollment has agaln this year remained essentially the same, the
Bureau of Medical Services shares the concern of providers and the
consumer-based Medicald AdvIsory Commlttee that some providers may declde to
wlthdraw from the program If changes In fees are not made.

Due to reports of Increasing problems wlth access to care and the impact of |ow
Medlicald reimbursement on the recruliment of physicians In underserved areas,
relmbursement for physiclan services contlnues to be the Bureau's highest
priority. An Increase for offlce and other vislts Is antliclpated In SFY88,
supported by the change In payments for Medicald/Medicare dual eligible clients
and additlonal state dollars fotalling $1,006,000. The relmbursement rate for an
Intermediate level office visit, for example, Is expected to rise from $13.50 to
$23.25. The Bureau also plans to work wlth the Universlty of Southern Malne's
Human Services Development Institute on developlng a relatlve value scale that
will help prevent the wide dlsparlty that now exlsts between Medlcald

reimbur sement rates and usual and custamary fees from occurring In the future.

The Bureau also plans to Increase the base rate for ambulance services from

$47.50 to $90.00. It Is expected that thls Increase wlll allevlate some of
pressure experienced by providers as a result of sharply rlsing operating costs
and wil| reduce the potential for providers wlthdrawing from the Medicald
program.

As ldentifled |ast year, podiatric medlclne offlce visits should follow the
tiered format used for other physiclans rather than the one fee per visit In
current use. The Bureau Is enterlng the flinal stages of examlning flnanclal data
provided by the Malne Podlatric Medlclne Assoclation for the development of a
tlered fee schedule. A complete revislon of the rule for Podlatric Medlcine
Services has also been drafted and reviewed by the Assoclation.
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G.

Where possible, the Bureau wlll also examine fee Increases for Dental, Physlcal
Therapy, Psychologlcal, Speech and Hearing, and Transportation Services.

Meetings wlth many provider groups Included dlscussion of provliders! frustration
wlth Medlcaid reciplents who frequently fall to keep or cancel appolntments and

the Impact this behavior may have on providers! willlIngness to tolerate |ow
relmbur sement rates. The Bureau agrees with providers that education [Is an
important component in changing behavior and wiil explore ways of Improving this
situation.

MEDICAID ADVISORY COMMITTEE

The Medlicald Advisory Committee Is mandated by federal regulation to advise the
state agency which administers Title XI1X funds. The Commlttee!'s membershlp and
Its functlon were expanded In early 1987 and it has become a source of expertise
and guldance for the Bureau of Medlcal Services. It now consists of 16 members,
representing consumers, provlders, and advocacy organlzations. The role of the

. Commlttee Is fo review the Inltlatilves of the Medicaid agency, provide Input to

its pollcy development and program adminlstration, and make recommendations to
Improve access to and qual ity of care.

Since Its first meeting In February 1987, the newly expanded Committee has
addressed a wide range of concerns. It has reviewed the Issues of physiclan
access and reimbursement, hospital utiilization, copayment for Medicald consumers,
pharmacy services, staff shortages for providers, and the adequacy of Titie XIX
dental services. Most recently, the Committee has taken an active role In
advocating for Malne's adoption of the SOBRA amendments, which expand Medlcald

el igibil ity up to 1008 of poverty for pregnant women, children to age 5, and the
aged and disabled.

STATUS OF WAIVER PROGRAMS

Since 1981, the federal government has aliowed states to gain approval for
walvers of certaln Medlcald regulations In order fo provide community-based
long-term-care services to Indlviduals who might otherwlse require Institutional
care. Walvers require states to slow the growth of thelr nursing home programs.
In our justiflcation for the walvers obtained for those Individuals at the
Intermediate level of care, we promised to bulld oniy 255 new intermedlate care
facll ity beds between 1985 and 1987.

Malne currently adminlsters three “walver" programs. The Bureau of Medical
Services has developed and Implemented these walvers In dlrect cooperation with
the other bureaus which are responsible for serving the specific groups which
beneflt from the expanded service. The three walver programs are:

Walver Services for the Mentally Retarded

In 1983, the Depariments of Human Services and Mental Health and Mental
Retardation recelved approval for a walver through June 1986 to provlde
services to mental ly retarded Indlviduals who would otherwise require
Institutional Izatlon in an Intermedlate Care Facil ity for the Mental ly
Retarded (ICF/MR). Services provided to clients residing In Individual
residences, group homes and foster homes Include certain rehabli Itation,
residential tralning, case management, and resplte care services. In SFY87,
424 cllents were provided walver related services by 206 provliders for a cost
of $5,972,316. The federal government recently approved the Department's
request for a three-year renewal of thls Walver program,



Walver Services for the Elderly

In May 1985, the Department of Human Services put Into place a community
based services walver program for elderly Individuals operated by the Bureau
of Malne's Elderly and local area agencles on aglng. Servlices provided to
cllents on a statewlde basis Include case management, homemaker, personal
care, fransportation, home health care, adult day care, mental heal th and
emergency response system services. In SFYB7, 926 cllents have been provided
walver services at a cost of $3,464,286. The Department anticlpates
providing services to 1,680 cllents over the three year perliod of the
walver. The walver wlll generate up to $5.7 milllon In additional federal
funds. A request to renew this walver for another three years has been
submltted to HCFA.

Walver Services for the Physlically Disabled

The Depariment recelved approval for thls walver program In July 1986.
Effectlve October 1, 1986, case management, consumer Instructlion, and
personal care services were avallable to ellglible Individuals with physlcal
disabllitles. Thls walver, operated through the Bureau of Rehabll Itation and
ALPHA 1 (an Independent |Iving center for the physically disabled), served 24
cl lents during SFY87 at a cost of $24,913. It Is projected that thls walver
program wlll serve a total of 144 Indlviduals over a three year perlod at a
total cost of $511,000 In year one, $715,000 In year two, and $1,137,000 In
year three.

H. SPECIALi SERYICES

1.

Preventlve Health Program (PHP)

Maine Is required by federal law to provide Early, Perlodic, Screening,
Dlagnosls and Treatment (EPSDT) services to all Medicald eliglible chlidren.
Effective July 1, 1986, Malne provides these services through Its Preventive
Heal th Program (PHP) The Preventlive Heal th Program Is a program of

Interrel ated outreach, medlical, dental, and other appropriate servlices
avallable to Medicald recliplents under the age of twenty~one, and Is

adminl stered through the Divislon of Medlicald Pollcy and Programs.

Outreach Services

When chlldren become Medlcald reclplents they are el lgible for PHP servlces.
Outreach workers contact caretakers (parents and guardlans) to describe the
speclal services avallable to children and young adults. At this time
caretakers are asked to declde whether or not they want to enroll thelr
children In the Preventive Heal th Program. The Bureau of Medical Services
has written agreements wlth fifteen Jocal agencles to perform outreach. In
SFY87, 71 PHP staff Informed 10,617 (98%) of the newly el lgible and
re-eliglible familles about the PHP through Interviews or by letter. Of those
famll les who were Informed of services through Interviews, 9,329 (88%) of
the caretakers enrolled thelr chlldren In the PHP.

PHP workers notify caretakers of participating children when examinations and
Immunizations are due. They also notlfy caretakers of three-year-old
children that an initial dental examlnation should be obtalned. In SFY87,
25,227 notiflcations for screening examinations and 2,862 dental notices for
three-year-old recipients were sent.
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Screenling Services

PHP provides regularly-schedul ed medical and dental examinations for children
and young adults who have identified heal th problems as well as those who are
seemingly well. Age-appropriate Immunizations are given at the time of
screenling.

The policy and standards for preventive heal th screening examinations were
effective July 1, 1986. Clalms were pald for 15,327 medical screening
examinations In SFY87, During the same time period, clalms were paid for
31,652 preventive dental treatment visits.

quggosflc and Treatment Services

Referrals for diagnosis and treatment are made if screening examinations
Indicate that medical o dental probiems may exist. Children who are
examined according to the periodic scheduie are eligible to recelve services
not avallable to all Medlicald recipients. Medlical services include
additional vision services and eyeglasses and additional hearing services and
hearing alds. Dental services Include routine dental treatment and medically
necessary orthodontics.

PHP Work In Progress

The Bureau of Medical Services and the Bureau of Health's Division of
Maternal and Chlld Heal th (DMCH) continue to collaborate on Initiatives to
enhance PHP. These include formal Izing the referral process between programs
for services and case management., Services Inciuded In the agreement will
Include Maternal and Child Health, Handicapped Chlldren's Program, the Women,
Infants, and Children (WIC) program, and payment for parenting classes.

The Bureau of Medical Services Is collaborating with the Ambulatory Care
Coal Itlon to develop continuing care arrangements between the Preventive
Heal th Program and Rural Health clinics certified by Medicare. Under these
agreements, Rural Health Clinics wiil provide a broad range of medical
services and assume some outreach and fol low-up services done by PHP
agencles.

Bureau of Medical Services' staff participated on an advisory panel convened
to examine PHP dental Issues. The reccmmendations of the panel, aimed at
enhancing dental services for children and young adults, will be Incorporated
into the Program's action plan.

Programming of the PHP subsystem in the Medicald Management Information
System (MMIS) by the Division of Data Processing is nearing completion. When
this subsystem Is fully operational, each child will have a profiie of
services obtained through PHP. Many of the notification and tracking
activities will be done by the computer, freeing up time of the PHP outreach
workers to work more intensely with families. With this enhancement, the
program wil be able to ensure that more children receive screening,
dlagnosis, and treatment in a timely manner.
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2. Organ Transplant Services

In SFY87, the Medicald Program provlided reimbusement for transplant
eval uations and transplant procedures for bone marrow, cornea, |lIver, hearft,
and heart-lung transplants.

The following Table 9 shows the numbers of Indlvidual transplants elther
approved o actual ly performed during SFY85, SFY86, and SFY87.

Table 9
Organ Transpiant Approved/Performed

Transplant Total Walting
Procedure Approved Performed List
Liver 4 3 1
Kldney 2 2 -
Heart-Lung 3 - 3
Heart 6 4 2
Cornea 1 1 -
Bone Marrow 15 7 8

Al though transplant procedures have been covered under Maine's Medicald Program,
the Federal government requires states to develop pollcy and specific criteria
for these services. Therefore, the Bureau has developed policy, Included In the
Physician Services section of the Maline Medlcal Assistance Manual, to address
Malne's Medlcald requirements for organ transplants.

3. Services for Persons With Aquired-Immune Deflciency Syndrome (AIDS)

Medlcald-el Igible Indlviduals who are also persons with AIDS are ellgible for
as many Medlcald services as are medlcal ly necessary. To date, 18
indlviduals with this disease were served by the Medlcald Program. It Is
estimated that the Medicald Program provided a total of $800,000 In
relmbursement for services to these 18 Indlviduals In SFY86 and SFY87.

Bureau staff are exploring ways of covering additional approprlate servlices
for AIDS patlents.

FINANCIAL i AND PROGRAM MANAGEMENT

Medicaid has several speclal mechanlsms designed to manage the program and Its
funds to assure that resources are directed to patlent care and not spent
Inefficlently. Among those which make a slignlficant contribution to the
program's effectlveness are:

1. Medlcal Claims Review

The Dlvislon of Medical Clalms Review Is responsible for the Medicald
Management Information System (MMIS) computerized clalms processing and
reference subsystems. Before the Implementation of the MMIS In 1978, the
Medicald program had an average "turnaround" time of approximately 32 days
between submlission of a clalm and the Issuance of payment. Currentiy,
approximately 13,000 clalms a day are processed by thls system with an
average "turnaround" time of 16 days. This represents a significant record
of achlevement (See Figure 4). According to the most recent Federal revlew,
the system was operating with 99.7% accuracy.
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Figure 4

Average Turnaround Time for
Processing Medicald Clalims
SFY 81 - 87
Range 16.74 - 21.91 Days
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The staff of this Dlvision malntalns the extensive reference subsystem
required to process clalms. The reference flles Include a |Isting of 7,044
providers (including out-~of-state and border providers) eligible to bill the
Department for services provided to Medicald el igible Individuals.

A flle of 16,500 services or procedures Is also maintalned, with an average
of 2,000 changes annually. Thls flle Includes all procedures, the rates of
reimbursement establ|shed for each, any prior authorlzation requirements, and

l'imits the type of provider who may blil for a service. The MMIS system has
the followlng speclal capabllities designed to prevent erroneous payments for
Inadvertant provider bllling or attempts at fraud:

a) Computerized Editing: Each clalm Is examined for completeness, vallidity
of cllent eligibility, provider eligibllity, validlty of pricing, code
structure, and date of service through a computerized editing process.
If there are major dilscrepancles, then the claim Is routed for follow-up
review by a staff member;

b) Explanation of Medical Benefit Reports: Each month, a random sample of
reciplents are sent Explanation of Medical Benefits (EOMB) Reports that
lIst the services bliied in their name. They are asked to verify to
Medicald staff that they actually received the services. Thls assists
Medicald staff In identlfying providers who have biiled for services that
they have not provided;

c) Llcensure Status Information: The Division of Medical Claims Review
works cooperatively with several state |icensing agenclies to share
computerized |lcensure-status Informatlon on providers. Thils helps to
ensure that unl icensed providers cannot receive relmbursement for
Medlcaild services; and
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d) Unlqueness of Provider Numbers: Each provider afflllated with an agency
provider (e.g., mental health agency) Is ldentifled by an agency blllling
provider number and a unlque servicing provider number. Thls reduces the
opportunlty for purposeful or Inadvertant double-blllIng.

The Division of Medical Claims Review also ensures that resources are

utll ized approprlately by requiring that prior authorization be given for
treatment which often can be provided through a less-costly alternative.
Division staff recelved approximately 15,208 requests for prior authorlzation
of services. Of these requests, 826 services were denled because there was a
more appropriate, less costly alternative service avallable o the service
requested was determined to be not medlically necessary. These denlals

resul ted In a fotal savings of approximately $1,470,121.

A total of 304 requests were deferred for more Information, with savings of
approximately $690,544. |In addition, 1,624 clalms for servlices already
performed failed to meet prior authorization criterla, resulting In a saving
of $1,280,142. The work of the Prlor Authorization Unlt resulted In savings
of $3,440,807 for the Department.

Third Party Liabil ity Actlvities

Federal law requires that Medicald be the payer of last resort. Thls means
all other heal th care resources avallable to an Indlvidual must be used
before the Medicald program wll] pay for services. The Third Party Llabll ity
Unit (TPL) Is part of the Divislon of Medical Claims Review and Is
responsible for assuring that other forms of heal th Insurance, coverage from
|Tabil ity claims, or other sources of medical care payment are used to offset
costs which would otherwlise be assumed by Medlcald.

The Unit achleves savings through Figure 5

two princlple means: recovery of

payments already made and Malne Medlcald Program
avoldance of payments untl] other Third Party Liabll Ity Recoverles
coverage has been exhausted (See SFY 79 -~ 87

Figure 5) Cost avoldance allows Range $212,002 - $2,032,250

the Department to avold paying for
medical care until all other

coverage has been exhausted. Other 2000
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heal th Insurance, Indlvidual Income 1800

of nursing home residents and “ 1600
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for whom the Depariment has paid, or may be billed, for health care

services. Actual recoverles by the TPL staff for SFY1987 amount fo
$1,313,419, a drop from $2,632,280 In SFY1986. The reason for the shift In
the recoveries and costs avoided was a change In Federal regulations
requiring providers to blll other third party payors before billing Medicaid,
called "chase and pay". Previously providers could blil Medicaid first and
then the TPLiunit recovered from other third party payors, called "pay and
chase'.

Advocacy for Medicare Patlents (AMP)

The Depariment beileves that Its third party Iiabliity system will be made
even more effective through the development of the Advocacy for Medicare
Patients Program to focus on assuring that Medicare reclpients receive the
full benefits to which they are ellglibie. There Is growing evidence that

many Individuals are not currently recelving the fuil level of Medicare
benefits to which they are entitled. The Department added two TPL
special Ists and one asslstant attorney general who wil| pursue these Issues

on an Individual basis and assure that Medicald funds are not used to pay for
skil led nursing care o home health care which Medicare should cover.

Because these activities wiil save state funds, the additional positions were
added at no net cost. In addition, $30,000 for administrative services and
$9,000 for legal services were awarded by the Department to Legal Services
for the Elderly, Inc., to operate a cooperating program aimed at educating
providers and consumers regarding the appeals process for Medlcare denials as
well as for taking over some cases for appeals for benefliciaries who are both
Medicare and Medlcaid eligible.

Division of Medicaid Poilcy and Programs

The Divislon of Medicaid Pollicy and Programs, which now inciudes the Provlider
Relations Unit (described below), is responsible for the development of
policies, procedures and programs to assure access of Medlcald beneficlaries
to the range of Medicald services. Services must fall within budgetary
constralnts and be provided In an efficlent and equltable manner. In order
to develop pol lcy to cover new services or to update or revise existing
services, staff of this Divislon regularly meet with affected providers and
consumers. Thls Division also conducts the Annual Fee Review for
fee-for-service providers Iin order to determine if reimbursement Is adequate
to maintain access to services for Medicaid clients.

Major work for the DIvision over the course of the next year includes:
+ estabiishing a new rule for Neuropsychological Testling;
* development of new pollicy for Continuing Care;

amendment of Medlcal Supplies and Durable Medical Equipment Services to
provide reimbursement for augmentative comnmunication systems;

. amendment of the rule for Podiatric Medicine;
* revislon of the policy for Inpatient Psychiatric Facll ity Services;

. devel opment of policy to establ ish Case Management Services for Persons
With Severe and Disabling Mental Iliness and other special cllent groups;
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development of policy to establ Ish a hosplice benefit;
updating and revislon of the nursing home pollcy for Medicald;

. devel opment of pollcy to cover certalin servlices provided In |lcensed
boarding care facllltles;

reviewlng wlth the Bureau of Soclal Services services eligiblie for
Medlcald coverage that are now funded wholly from State resources; and

devel opment of pollcy to provide Medlcald coverage, where possible, of
services provided by the Department of Mental Helath and Mental
Retardation that are now funded wholly from State resources.

The Provider Relations Unit serves as a |lalson between the Bureau and
Medicald providers. This unlt participated In the Implementation of several
changes during SFY87.

In June 1987, Unit staff provided training to hospitals around the state
In the use of HCPCS codes.

During the summer of 1987, Provider Relations staff conducted state-wlide
tralning for chiropractors to Introduce policy and rule revlsions.

. in June 1987, rural health clinlcs around the State received fraining In
the use of the Preventive Heal th Program and other codes that were
Included In the revision of the Rural Health Clinlc Services rule.

Durlng the fali, Provider Relatlons Unlt staff met with eligibllity
workers In every Bureau of Income Maintenance offlice In the State fo
dlscuss BMS and Medicald Issues.

This unlt Is avallable to respond to telephone and written Inquirlies from
providers regardlng services under the Medicald Program. Telephone calls to
the unlt average one hundred per day. Provider Relations Unit staff
routinely vislt new provliders and other providers who may need asslstance In
blilIng or Interpretation of Medicald Policy.

Consumer Servlces

At the close of SFY87, the Reclplent Relations Unit and the Patient
Classlflcation Unlt were unlted to form the Division of Consumer Servlces.

Staff members of the Reclplient Relatlions Unit are frequently called upon to
Intervene on behalf of Medlcald clients who need asslstance wlth problems
relating to Medical d-covered services. The staff assists cllents with unpald
medlcal bills, In Identlfying avallable medical care providers and in the
Judlclous use of thelr Medlicald benefIts.

The primary responsliblillty of the Patient Classification Unit Is to determlne
If those appl lcants who seek care elther at home or In a nursing home have
needs for medlcal and nursing care that can only be met with the level of
care provided In a nursing home. The unlt |s staffed with registered nurses
who have clerlcal support services. Each nurse Is responsible for a
geographlcal sectlion of the state and works closely with the approprlate
Income Maintenance Unit to establish both the financlal and medical

el iglbll ity of the applicant. EIlglbll Ity determination Is done
concurrently.
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A medical social work consul tant has also been added to the unit to assist
discharge planners and familles In planning appropriate placement for
patients.
Programs which requlre classiflication prior to admisslion are;

Long Term Care - sklilled nursing and intermediate care faclilitles;

Home and Commun!ty-Based Walver Services for the Elderly;

Home and Community-Based Walver Services for the Mental ly Retarded;

Home and Communlty-Based Walver Services for the Physical ly Disabled;

Inpatient Psychlatric Facllity Services for those under 22 and over 65;

Home Care for certain disabled children age 18 and under; and

Private Duty Nursing and Personal Care Services.
The Patient Classification Unlt receives approximately 700-800 requests for
classliflcation each month and coordinates its work with jocal case management
systems. The case management system for the elderly Is operated by the area
agencies on aging who conduct home visits to assess individuals seeking
nursing home admission and visit hospital ized individuals to assess needs for

private duty nursing and personal care services.

Survelllance and Util Ization Review

The Division of Survelllance and Utilization Review (SURS) s a

federal ly-required post-audit system. It retrieves Information from all paid
clalms for services. Payments to health care providers and services recelved
by Medicald cllents are analyzed by staff of this unit to Identify patterns
of overuse and abuse for further Investigation. Survelllance Is the
monltoring program activity generated by providers rendering services to
reciplents and Is mainly concerned with the possibil ity of program abuse and
fraud. Wil lzation Review Is the assessment of the qual ity of care and
frequency of services belng rendered to Medicalid reclpients.

In SFY87, termination from the Medicald Program for program abuse or
non-compl lance with Medicald pollcy, was ef fected for the following types of
providers:

3 physiclans

2 nurses

1 nurse asslstant
1 pharmacl st

As a result of survelllance efforts In SFY 87, $601,315 of addltional
potential overpayments were Identified and $612,281 were actual ly recouped
from providers. Flgure 6 shows potential overpayments that have occurred
over the past flve years. Actual recoupment of the overpayments which have
been Identifled Is an ongolng process. Figure 7 shows the provider groups
that received requests for recoupments as a percent of the total requests for
SFY 87. The Department Is Increasing the size of the previous three-person
professional staff by two additlonal professlionals, wlth the expecfed Impact
belng Increased savings to the Medicald Program.
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Flgure 6 Flgure 7

Survelllance and Utlllzation Review Survelllance and Utillzation Review
Actual Recoupments as a Subset Recoupment Requests
of potential overpayments SFY87
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8. Reciplent Restriction Program

Education about proper use of health care Is one of the most beneflcial tools
to reduce overutilization or abuse of services by Medlicald cllents. Social
workers or nurses contact Medlcald cllents who appear to be mlsusing the
heal th care system to provide education on [ts proper use. Providers are

al so encouraged to Instruct cllents In how 1o use services properly.

The Reclplent Restriction Program, a part of the Divislon of Survelllance and
Util ization Revliew, Is the method of last resort to curtall mlsuse or abuse
of beneflts. After cllent education and referrals and resources have been
presented, contlnued misutll ization Is Interrupted by IImiting the providers
that Medicald wlll relmburse for a particular cllent. Cillent may be enroled
In the restriction process for up to a year.

The cllent selects the providers of his or her cholce for the restriction
perlod. Restricted cllents are monitored and the restriction Is evaluated at
least once a year for contlnuation or modiflcation.

Only one cllent was enrolled In the program durlng SFY 1987 and Is expected
to be dlscharged soon. Seven restricted cllents enrolled In SFY86 Improved
thelr use of health care over the ocourse of SFY87 and were released from the
restriction.
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9. Returned Drug Program

In 1978, Malne became the flrst state to develop a Returned Drug Program for
Medicald patients residing In nursing homes. Prescription drugs are often
not used due fto a change In the medication or the death of a patient. Many
of these drugs, when packaged correctly, can be safely used by others.
Arrangements have been made for nursing homes to return them directly to the
dispensing pharmacy which retalns 30% of the cost savings whlile the
Depariment receives the remalning 708. In SFY 87, the amount of money saved
by this program was $90,000. The Consultant Pharmacist in the Bureau of
Medical Services Is responsibie for this program.

10. Audits

The Dlvislon of Audits Is part of the Office of Management and Budget and
conducts flscal audlts of Medlcald particlpating agencies such as nursing
homes, home heal th agencles, Preventlive Heal th Program (PHP) agencles, and
rural health clinics. The Divislon of Audits |s also responsible for
audlting all other funding programs of the Department of Human Serv lces.
These audlts often result in dlsallowances for expenses not reimbursed by
Medlcald but claimed by the provider. The audlts sometimes result in the
return of funds to the Depariment, as they were not used by the Medlcaid
agency. Because flnanclal information Is not submltted to the Depariment
untll 90 days or more after the close of an operating year, the most recent
Information avallable Is usually two years in arrears. |In State Fiscal Year
1985, Department audits recovered $3,683,875 on provider clalms that elther
were disallowed because they did not conform to the Medlcald Principles of
Relmbursement or were refunds for overpayments.

J. LICENSING AND CERTIFICATION

The Divlision of Licensing and Certlflcation Issues |lcenses to 44 hospltals, 198
long term care facilties and 62 home heal th care servlces agencies/
organizations. Forty-four professlional, adminlnstrative and consul ting staff are
involved In reviewlng and ensuring faclilty and agency compllance wlth State
licensure regulations. As the State Survey Agency for the Health Care Financlng
Administration, the Divislon also certifles that all |lcensed facliitles and a
variety of other agencies and servlces comply wlth federal regulatlions for
particlpation In Medlcare and Medlcald relmbursement programs.

During State FY87, 573 licensing and certlficatlon surveys/resurveys were
conducted for the programs Iisted below. Additionally, 301 complaints were
Invest|gated.

The Divislon of Licensing and Certlflcatlon 1s responsibie for the following:
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Medl care Medlcald

Prov I der Licensure Certiflicatlon Certlfication Only
Hospltals:
42 General Hospltals X X
Prospective Payment Excluslons:
8 Alcohol Unlts X
5 Rehabltitation Units X
5 Psychlatric Units X
11 Ambulatory Care Centers X
2 Speclalty Hospltals X X

(Psych + Rehab)
17 Home Heal th Agencles X X

45 Home Heal th Care Services Agencles* X

6 Independent Laboratorles X
23 Rural Heal th Centers X
4 Rehabll Itation Agencles X
5 Portable X-Ray Services X
19 Physical Therapist In
Independent Practice X
5 End Stage Renal Disease
Facllities X
2 Ambulatory Surgical Centers X
21 Skilled Nursing Facllitles X X X
135 Intermedlate Care Facillftles X X
42 Intermedlate Care for the
Mentally Retarded Facll Ities X X
Chiropractors X
397 Total

¥  These include Medicare-certifled home heal th agenices who are also ellgible for
Medlcaid participation.
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A third responsibility, In addition to Ilcensure and certification surveys, Is
the federally-mandated inspection of care and services In Inpatient psychlatric
facilities and sklilled nursing and Intermediate care facllltles particlpating In
the Medicald program. Each facility is visited every six months by a team of
nurses and soclal workers to determine whether:

- The services avallable In the facll Ity are adequate to meet the needs of
each recipient and promote maximum physical, mental and psychosoci al
functioning;

- It Is necessary and desirable for the reclpient to remain In the
facllity;

- I+ Is feasible to meet the recipient!s heal th needs and, In an ICF, the
reclplent's rehabilltative needs, through alternative Institutional or
noninstitutional services; and

- Each recipient In an Institutlion for the mentally retarded or Inpatient
psychiatric facillity Is recelving actlve treatment.

RES IDENTIAL i CARE

Services provided through this division are currently funded entlrely with State

monies. During SFY88, the Bureau wlll explore accessing Medicald funds and
providing some care as a Medicald service. One hundred twenty faclliItles with
the potential for serving 2,300 residents will be affected by thls move.
CONCLUSION

The Medlicald Program meets Its primary goal of providing comprehensive heal th
care to more than 135,000 of Malne's poorest cltizens each year at an annual cost
of more than $95 milllon state dollars. Whlle the care glven to reciplents is
equal In quality to that available to all other members of soclety, concern
exlsts that In some parts of the state access to providers of some types of care
may become a growing problem. Malne owes a debt of gratitude to the 7000
In-state and out-of-state providers who participate In the Medicald Program.
Even though some free care or, perhaps more accurately, care that Is only
partially reimbursed, Is stil| provided throughout the system, It Is signlflcant
that Medicald Invested more than $299 milllon In public resources in Malne's
heal th care system In 1987. Thls represents a substantial commitment to the
heal th of Maine's Medlicald reciplents.

ISSUES FOR THE FUTURE

The Bureau of Medlical Services, as part of the Department's goals and objectives
to establish an Internal planning process, has Instituted a workplan for SFY88
that will be revised annually, In consultation with the Medlcald Advlisory
Committee and others. The plan includes speclfic objectives In areas of
long-term care, program efficiency and administrative reforms. Actlvities to
meet these goals are summarlzed bel ow.

+ Pursue managed care initiatives by developling prepald and managed care
programs for Medicald and assure Medlcald particlpation In developing HMs.

* Implement the three-year grant from the Robert Wood Johnson Foundation to
develop a pilot Insurance program for Malne's uninsured. Thils project will
include approximately 3,000 Medicalid reciplents and may provide guaranteed
ellgiblility as a benefit under this managed care demonstration.
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* Develop and Implement a plan Including education and other Incentives to
change the behavior of Medicald reciplents who fall to keep or cancel
appointments,

Impl ement Program Llalson activities to promote cooperation, coordination,
and concensus with providers and other affected parties.

Expand the annual fee reviews with providers to include a review of the
policies and long range joint Initiatives to Improve the Medlicald program.

* Expand Medicare participation In funding long term care by increasing the
number of sklilled nursing faclllty beds through the use of "swing beds" (beds
which may be used as hospital or nursing home beds), converting excess
hospital beds to long term care beds, resolving current reimbursement
problems for SNFs and providing for dual certiflied SNF/ICF beds.

Impl ement Falr Rental relmbursement for caplital costs for long term care
facllities.

+ Complete the study of and develop criteria and procedures for case-mix
reimbursement for nursing homes.

* Develop long term care resources for speclal needs groups.

+ Expand utilization review activities for hospitals and other services
Including prior approvals for certaln procedures, same-day surgery policles,
and exploring further the beneflts of a Second Surgical Opinlon Program.

* Review and revise program criteria for home heal th agency services and
transportation servies to Improve access where needed and to avold payment
for unnecessary services.

* Qual ity of care Initlatives:

= contracting with the Human Services Devel opment Institute of the
University of Southern Malne to conduct a study to Improve consumer
access to |icensing and certlfication data;

- expanslon of consumer Involvement In the administration of the Medicaid
program through the Medlicald Advisory Commlttee and other Initiatives;

- creation of a position within the Division of Licensing and Certification
to provide training and technical assistance fo providers to help Improve
staff skills, enhance status of CNA, and deal with long term care Issues;

~ seeking legislation to allow fines and Intermediate sanctions as
penal ties for providers who fall to meet standards;

- lIncreasing Incentives for and collaboration with providers who share
qual Ity of care concerns.

* Conduct studies concerning accessing skilled nursing care facliitles,
improving the licensing and survey process to focus on consumer protection
and qual Ity assurance, and evaluating the In-home long term care programs
funded by the Depariment.
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* Analyze the data from the study of flat rate-relmbursed boarding homes and
develop recommendations for action.

* Develop criterla and procedures for hospltal payments for In- and out-patient
services and for disproportionate share hospltals to comply with Federal
requlrements.

+ Seek Medlcald coverage for case management as an optional service for varlous
cllent groups.

+ Develop Medlcald policy to establ Ish Medicare/Medicald certlflied hospice
programs.

Reconstitute the Reslidential Care Advisory group and establ Ish el igibll ity
criterla fo boarding home placement. Access Medicald funds for some
serv lces.

* Develop a classiflication process for cl lents of Residential Care, using
criterla established by the Residentlial Care Advisory group, in cooperation
with Consumer Servlces.

* Maximize Medicald match for State-funded services provided by the Bureau of
Soclal Services and the Department of Mental Health and Mental Retardation.

* Increase physiclan enrolliment In the Preventive Heal th Program.

* Develop cost contalnment mechanlsms, Including the continuation of the vision
care vol ume purchasing contract for eyewear and a simllar proposal for
certaln durable medical equlpment,

Reduce the cost of drugs and durable medical equlpment wlthout reducing the
qual Ity of these products.

* With funds from the federal government, expand alcohol ism and substance abuse
services, mental health and state elligiblllty functions In rural health
clInlcs.

Enhance monltoring of Inappropriate denials of covered servlices by Medlcare
and other thlrd-party payors by supporting L.D. 2022, an act that would
requlre attorneys for partles In accldent and ITlabll Ity sults for whom
Medicald beneflts relative to the sult have been pald to notify the Bureau of

Medlcal Services of the settl ement of such actions.

+ Expand Survelilance and Util izatlon Review Services' collectlions by $400,000
annual ly.

Recent Federal Changes and Thelr Impact

In additlon to the above Inltiatives, Bureau of Medical Services staff are
addressing new Issues as a result of federal legislation. The Omnibus Budget
Reconcllation Acts of 1986 & 1987 provide new options for states which are
summarized below:

1. Optlional coverage of poor pregnant women and chlldren up to age 2 with

incomes up to 100% of the Federal poverty level, and effective July 1, 1988,
up to 185% of the Federal poverty level and up to age 4.
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2. Optional coverage of elderly and disabled poor wlth incomes up to 100 percent
of the Federal poverty level. (States may not Implement thls option uniess
It agrees to cover the flrst optlion, above.)

3. Optional coverage of poor Medicare beneficiaries with Incomes up to 100% of
the Federal poverty level. Medicald would cover the Medlcare Part A premiums
(If applicable), Part B premiums, and the deductibles and colnsurance amounts
for Parts A and B. (States may not implement this optlon unless option 1,
above, |ls also covered.)

4. Medicald eliglibllity for qualifled severely Impaired Individuals. This
provislon provides mandatory coverage to allow Indlviduals who are blind or
physically or mentally dlsabled to continue to recelve Medlicald coverage if
they continue to meet all requlrements for SS| except for earnings.

5. Homeless Indlviduals may continue to be Medlcald el iglble regardless of
whether or not the individual's reslidence is malntalned permanently or at a
fixed address.

6. Payments for aliens under Medicald must be provided If such Indlvidual s meet
the ellglibllity requirements for AFDC or SSI|, AND have emergency medical
conditions that place thelr health In serlous jeopardy.

7. M“Presumptive' eliglbilty for pregnant women would allow quallfled providers
to determine that the famlly Income of a pregnant woman meets el iglbllity
standards. Thls provislon would allow pregnant women to recelve ambulatory
prenatal care immedlately.

8. Federal regulations will requlre states to extend coverage to chlldren up to
age 6 and are allowed the option of covering chidren up to age 8.

9. Optlional coverage to famlilles with Income up to 185 percent of the federal
poverty level. Families whose Income Is above 150 percent of the federal
poverty level can be charged a monthly premium up to 10 percent of thelr
Income.

10. Nursing Home Qual ity Improvements ralse the personal needs allowance for
Medlcald eligible recipients in nursing homes and other Institutions from $25
to $30 per month (Maine presentiy supplements the $25 allowance with an
additional $10.00 from State funds).

11. Federal regulations revised nursing home participation requlrements, survey
and certification procedures, and enforcement remedles under Medicald.

The Bureau of Medical Services has developed a proposal for the first two options
and Is exploring possible funding for at least the flrst option. Presumptive
el iglibll ity Is being tested in two sites.

The federal budget may also have an Impact upon Malne's budget for the Medicald
Progam. While It is difflcult to predict the outcome of the budget, the major
predictable problem will be the declining federal matching rate. As noted
ear|ler In this report, thls rate Is calculated on the basis of a formula which
measures relatlve pre-capita Income In the state. As Malne's economic situation
Improves, this federal match rate wil| decrease, placing more and more of the
burden upon the State for flnancing services for Medlcald cllents.
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‘If enacted as proposed, it Is expected that the following provisions will shift more
costs to the states In the administration and provision of services under Medicald.

Modif ication of the Medicare Part B premium for third party payors would set
the premium at 50% of program costs. Medlcald would experience a doubling of
Its Part B premium ocosts, requiring approximately $955,000 In state funds.

Indexing the Medlicare deductible to keep pace with Medicare Inflation is
expected to cost the State of Maine up to $50,000 over anticlpated Increases
for this service.

A federal cap on Medicald Programs |imited to Inflationary adjustments would
I Imit Maine's abllity to expand the Medicald Program. |If growth is capped at
a 5% level, Malne would need to slow the growth of its Medicald Program by
approximately $2,133,484 for SFY88.

* A decrease In the federal match rate for famlly planning from 90/10 to 50/50

would require an additional $59,850 In state funds to maintain this service
at current levels of utilization for SFY88.

A decrease In federal funding from 75% to 50% for the survey and
certification of nursing homes would reduce the Bureau's abllity to Inspect
nursing homes by approximately one-third. This initiative jeopardizes the
heal th and safety of clients by diminishing the State's abillty to follow up
on oomplaints and deflclencles, Thls provision would cost the State an
additional $139,971 in SFY88.

Decreasing federal funding from 758 to 50% for the operation of Maines
federal |y-approved Medicald Management Information System would reduce the
Bureau's abi!l ity to process and pay medical claims in a timely manner for
services provided to Medicald clients and require an additional $749,488 in
State funds for SFY88.

A decrease In federal funding from 75§ to 50% for skilled medical personnel
would cost the State an additional $279,084 for SFY88.
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