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Dear Fellow North Carolinians:

I am pleased to present the Medicaid Annual Report for State Fiscal Year 1998-1999. The
report covers significant activities during the period of July 1, 1998 through June 30, 1999.

During this time frame, Medicaid expenditures increased by 5% to over 4.9 billion dollars. The
total number of Medicaid eligibles decreased 2% from the previous fiscal year to 1,176,819
people. During this year, we completed the expansion of Carolina ACCESS, North Carolina’s
patient access and coordinated care program, to 99 of the State’s 100 counties.

I hope that the information provided in this report will prove to be beneficial to you in your
efforts.to learn more about North Carolina’s Medicaid program.

Sincer‘e\ly,
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Medicaid Policy Changes in Brief

State fiscal year (SFY) 1999 was a
successful year for developments in
North Carolina’s Medicaid program.
The Division of Medical Assistance
(DMA) continued to improve the
program’s  efficiency and = cost.
effectiveness while maintaining a high
quality of service for Medicad
beneficiaries.  Several policy changes
supported the pursuit of these goals.

* Responsibility for manufacture of
eyeglasses for Medicaid recipients
was transferred from an Ohio based
private contractor to the N.C.
Department of Corrections, The
transfer resulted in a number of

accomplishments.
1. Delivery time for eyeglasses was
reduced.

2. Frame selection was increased.

3. Cost to the Medicaid Program
was reduced.

4. Prison inmates were engaged in
meaningful work that targeted
skills and work ethjc.

Medicaid Annual Report on the Internet

You can now access this report on the Internet.
tables are under North Carolina Medicaid Statis

http://www dhhs.state.nc.us/dma/

Disproportionate  Share Hospital
(DSH)  payments continued to
support hospitals that serve a
disproportionate number of
Medicare, Medicaid, and indigent
patients,

A major policy change was the
expansion of Medicaid coverage to
aged, blind, and disabled individuals
with incomes below poverty. This
change gave full Medicaid coverage
to approximately 40,000 people.

Policy was changed to provide 12
months continuous Medicaid
eligibility for children without regard
to changes in family income.
Previously, changes in income were _
required to be reported and changes
could result in eligibility
determination,

Minor changes in eligibility policies
were made to keep consistency
between Medicaid policies and
changing Work First policies.

The text is under Publications and the
tics. The address is:



\*

Highlights of the 1999 State Fiscal Year

Data Synopsis

Medicaid is an important source of
healthcare for North Carolina’s most
vulnerable citizens. This includes aged,
blind and disabled individuals, as well as
pregnant  women and  low-income
families who cannot afford to pay their
healthcare expenses. Also, all children
under the poverty level, and in some
cases, above poverty level, are eligible
for Medicaid in North Carolina.

As in past years, the largest proportion
(73.7%) of Medicaid’s service budget
was spent for services to aged, blind and
disabled individuals. The remainder,
26.3%, was spent on care for low-

income families and children.

In SFY 1999, 27% of the service budget
Was spent on nursing facility care and op
institutional care for persons with mental
retardation. The state’s fiscal year (SFY)
runs from July through June,

Total Medicaid expenditures
increased to $4,934,136,597, a 59
increase over SFY 1998. The amount
spent for program services was
$4,311,798,589. This represents a 3 9
increase in service costs over SFY
1998. Table 11 on page 40 gives a
detailed breakdown of these service
expenditures,

The total number of Medicaid eligibles
in SFY 1999 was 1,176,819. This was a
2% decrease in total eligibles from SFY
1998,

There was a total of 1,175,109
Medicaid recipients in SFY 1999,
Recipients are eligibles who have used
services. Total recipients increased
2% from State fiscal year 1998,

Martin - County had the highest
concentration of Medicaid eligibles in
SFY 1999 with 347 people per 1,000 of
county population on Medicaid. Orange

County had the lowest concentration of
Medicaid eligibles with 73 per 1,000 of
county population on Medicaid,

Avery County had the highest
Medicaid cost per eligible which
amounted to $5,198. Hoke county had
the lowest cost per eligible, $2,673.
Statewide, the average cost per eligible
was $3,542,

Inpatient hospital stays at $684 million
was the highest total cost of all Medicaid
categories of service rendered for SFY
1999 with Prescription Drugs second at
$558 million.

In the managed care area, Carolina
ACCESS, North Carolina’s patient
access and coordinated care program,
was expanded to 99 of the State’s 100
counties. (Mecklenburg County does
not have Carolina ACCESS). There
were 516,513 clients enrolled in the
program as of June 30, 1999,

During State fiscal year 1999, the
Division of Medical Assistance received
almost $108,831,930 in rebates from
pharmaceutical companies that contract
with the State Medicaid program.

Medicaid Recipients

Of the major Medicaid categories, the
AGED and DISABLED consumed the
oSt service resources. The AGED
category, which consists of 11.4% of the
Medicaid recipients, used 32% of
fesources. The DISABLED, with 15.89%
of total recipients, used 40% of Medicaid
resources. See the charts on pages 3 and
4 for details.
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History

Congress created the Medicaid program
in 1965. It was designed as a medijcal
safety net for two categories of low-
income people receiving cash assistance:
° mothers and children and

¢ elderly, blind and disabled persomns.
The federal and Siate governments
jointly finance Medijcaid. In North
Carolina, the 100 counties also con-
tribute to the non-federaj share of costs.
All States, the District of Columbia and
some US. territories have Medicaid
programs.  Medicaid programs are
governed by federal guidelines, but vary
in  eligibility criteria  and covered
services. In North Carolina, each county
determines eligibility for Medicajd
benefits.

North Carolina’s program began in 1970
under the North Carolina Division of
Social Services. A separate Division of
Medical Assistance (DMA) was created
within  the Department = of Human
Resources in 1978. From 1978 to 1999,
Medicaid expenditures grew from $307
million to $4.9 billion, and the number
of people eligible for Medicaid increased
from 456,000 to 1,176,819. During this
time period, DMA staff increased from 121
to 325 people.

In over 20 years of operation, the
programmatic complexity of Medicaid
has paralleled the growth  in both
Program expenditures and number of
recipients. However, DMA  has
historically spent a relatively modest
percentage  of s budget  on
administration, In SFY 1999, the State
administration budget was only 2.3% of
total service dollars and the local
administration costs consumed just 2.2%
of total service expenditures. This level
of expenditure reflects Medicaid’s use of
cfficient administrative methods and
innovative cost contro] strategies.

Greatly overshadowing Medicaid ‘in
1965 was the creation of Medicare, a
federally operated  health insurance
program for elderly, blind and disabled

individuals, regardless of Income.
Composed of two Separate  programs
(Part A and Pan B), Medicare is
financed through Social Security payroll
taxes, beneficiary premiums and general
revenues.

Many low-income persons qualify for both
Medicare and Medicaid. Generally, Medicare
COVers acute care needs, subject to
certain  benefit  Jimitations. For
individuals  who qualify  for both
Medicaid and Medicare, Medicaid pays
Medicare cost-sharing amounts and fijls
In many gaps in Medicare’s benefit
package, especially in the area of long-
lerm care services and prescription
drugs.

Federal Financial Participation

The federal government pays the Jargest
share of Medicaid costs. Federal
matching  rates  for services  are
established by the Healthcare Financing
Administration (HCFA). HCFA uses the
most recent three-year average per capita
income for each State and the national
per capita income in establishing this
rate. As North Carolina’s per capita
income rises, the federal match for
Medicaid declines, requiring the State
and  counties to  jncrease their
proportionate share of Medicaid Costs,

The established federal matching rates
for services are applicable to the federal
fiscal year, which extends from October
I to September 30. The State's fiscal year
(SFY) runs from July through Juge.
Because the federal and State fiscal years
do not coincide, different federal service
maiching rates may apply for each part
of the overlapped State fisca] year. The
federal match rate for administrative
costs does not change from year to year.
Table 1 in APPENDIX A shows the
federal matching rates that apply for
State Fiscal Year 1999,
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Funding Formula

The federal matching rate for Medicaid
services varies from State to State based
on per capita income. Nationwide, in
SFY 1999, the federal match rate varied
from alow of 50 percent to a high of
77 percent. Additionally, States may
require localities to participate in the
non-federal share of expenditures. In
North Carolina, each county contributes
15 percent of the nonfederal share.
During SFY 1999, the federal, State and
county shares of total expenditures were
approximately 61 percent, 34 percent,
and 5 percent, respectively. See Table S
in Appendix A for a detajled breakdown
of these shares.

North Carolina Medicaid
State Fiscal Year 1999
Sources of Funds

Eligibility

For the second year in a row, the average
monthly number of Medicaid eligibles in
North Carolina dropped. For SFY 1997,
there were 826,725 people eligible. That
figure fell to 821,671 for SFY 1998 and
to 818,136 for SFY 1999. The primary
factor causing this drop was the
continued decline in WorkFirst clients.
See the chart on the following page for
more details.

Medicaid benefits are availabie for
certain categories of people specified by
law and are based on specific financial

(income and resources) criteria. North
Carolina’s Medicaid program has two
main components, a Categorically
Needy program and a Medically Needy
program.

Categorically Needy - The categorically
needy group consists of people who
receive or are eligible to receive cash
assistance  payments under other
governmental assistance programs or
who are specially authorized by law to
receive benefits. These include:

* Recipients of Work First Family
Assistance, formerly AFDC, foster
care and adoption assistance (Title
IV-E) payments, SSI {Supplemental
Security Income) payments, State and
county Special Assistance payments,
or supplemental assistance programs
to visually handicapped individuals.

* pregnant women
* infants and children up to age 19

* Persons aged 65 and above or persons
who are blind or disabled (as defined
by the federal Social Security
Administration criteria) who qualify
for Medicare Part A and have income
and assets below federal standards.

For the aged, blind and disabled, federal
regulations permit States either to accept
as categorically needy all persons found
eligible for the federal Supplemental
Security Income (SSI) program or to set
categorically needy eligibility criteria that are

more restrictive than SSI standards,

Until January 1, 1995, North Carolina
elected the latter approach, making it one
of 13 "209(b)" States, so-named for the
statutory citation explaining the option.
What this meant is that SSI recipients
had to make a separate application to
North Carolina’s Medicaid program and
meet more stringent financial means tests to
becore eligible for coverage. Beginning January
1, 1995, North Carolina SSI recipients
automatically qualified for Medicaid
benefits,
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Medicaid’s Medicare-Aid program pays
for out-of-pocket expenses for Medi-
care-covered services, such as premiums,
deductibles and coinsurance for those who
qualify. The income and resource limits

that must be met to qualify for Medicare-
Aid are higher than those necessary to
receive full Medicaid coverage.

The History of Average Monthly Medicaid Eligibles
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Medically Needy — The medically needy
have the same general eligibility criteria
as the categorically needy but do not
receive cash assistance payments,
generally because their income is higher
than state standards allow. If the income
of the medically needy individual is
higher than the allowable level, he or she
must incur medical expenses equal to the
excess income before becoming
Medicaid eligible.

This criterion for eligibility is known as
the Medicaid deductible or the Medicaid
“spend down.” Ironically, these people
must “spend down” to levels lower than
most eligibility requirements, i.e. to

133% of the AFDC payment level, not to
the other current income levels such as
185% of poverty, or the SSI payment
level.

How the Program Works

Medicaid operates as a vendor provider
payment program. Eligible families and
individuals are .issued a Medicaid
identification card each month, Program
eligibles may receive medical care from
any of the 52,600 providers who are
currently  enrolled in  the program.
Providers then bill Medicaid for their
services. Table 4 in Appendix A shows
the broad range of provider types that
Medicaid enrolls.

Medicaid provides funding for care that
many otherwise would not be able to
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the broad range of provider types that
Medicaid enrolls.

Medicaid provides funding for care that
many otherwise would not be able to
afford. Medicaid is also an ongoing
source of both State and federal revenues
for  North  Carolina’s healthcare
providers.

Administrative Contracts

Certain functions of the Medicaid
program are performed for DMA under
contract. Some of these are:

EDS Corporation -- DMA contracts
with EDS to perform many of
Medicaid’s administrative funétions,
Currently, EDS pays claims, serves as a
focal point for provider questions and
problems, trains new providers, operates
the prior approval system for most
Medicaid services and operates the
North Carolina Medicaid Management
Information System (MMIS).

During 1989, the contract for claims
processing services was competitively
bid as required by federal law. EDS won
the right to continue operating as DMA's
fiscal agent for the next four years, plus
the potential for four one year
extensions. Since that time, all
extension options were exercised and an
additional year was negotiated. The
contract was been extended through June
30, 2002.

Medical Review of North Carolina
(MRNC) -- MRNC  conducts quality
assurance reviews of prepaid health plan
services, the Community Alternatives
Programs (CAP), nursing facilities and
the Health Maintenance Organization
contract,

First Mental Health (FMH) -- DMA
contracts with First Mental Health to
conduct pre-admission certification and post
discharge reviews of inpatient psychiatric

services for children under age 21 and
adults. These reviews assure that
admissions and lengths of stay are
medically necessary and appropriate for
this population.

First Health Services Corporation
(FHSC) - DMA contracts with FHSC to
perform certain components of the
retrospective Drug Use Review (DUR)
Program. FHSC generates quarterly
recipient and provider profiles from the
paid claims computer tapes in
accordance with the DUR Board’s
criteria.

FHSC has a therapeutic criteria catalog
that the DUR Board can use as is,
amend, or make additions. The DUR
Board can also elect to create new
criteria that FHSC must be able to
implement and run. The interventions
and responses resulting from the review
of these profiles are tracked by FHSC’s
software. FHSC must provide the data
and cost savings for the DUR Annual
Report to HCFA. In addition, FHSC
provides ad hoc reporting for
retrospective DUR projects, studies, and
reviews.

Optical Contracts - Medicaid contracts
with  the N.C. Department of
Corrections, N.C. Corrections
Enterprises, to provide eyeglasses at
predetermined rates. In most cases,
these providers of Medicaid eyecare
services, must obtain eyeglasses through
this organization.

Audit Contracts - The DMA Audit
Section has contracts with two certified
public accountants to conduct on-site
compliance audits of nursing facilities
(NFs) and intermediate care- facilities
for the mentally retarded. (ICFs-MR)
enrolled in the Medicaid program.
These audits supplement DMA's in-
house audit activities and verify the
accuracy of the providers' cost reports.
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In addition, DMA contracts with Blue
Cross/Blue Shield of Tennessee to
perform Medicaid settlement activities
for rural health clinics, and with BCBS
of North Carolina to perform Medicaid
settlement activities for hospitals and
State-operated NFs and ICFs-MR.

Cooperative Arrangements

Although DMA administers Medicaid,
other agencies, DHHS divisions, and
State departments work closely with the
program and perform  important
functions. '

Counties - The Department of Social
Services in each of North Carolina’s 100
counties have the central role in
determining Medicaid eligibility for their
residents. In addition, counties
contribute approximately 5.2 percent of
the cost of services for Medicaid
patients.

Division of Social Services (DSS) --
The DSS conducts Medicaid recipient
appeals when the person making the
~application contests eligibility denials. A
. disability determination unit of the
State’s Division of  Vocational
Rehabilitation determines whether an
individual is eligible for Medicaid based
on disability. This unit also makes
disability determinations for two federal
programs under a contract with the
Social Security Administration including
Title I - Social Security benefits and
Title XVI - Supplemental Security
Income.

Division of Mental Health/ Develop-
mental Disabilities/ Substance Abuse
Services (DMH/DD/SAS) -- DMA
works closely with the DMH/DD/SAS to
finance community mental health
services. Many services provided by the
community mental health centers are
covered by Medicaid. During SFY 1999,
DMA and DMH/DD/SAS operated thie
Carolina Alternatives Program, a pre-

paid capitation plan in which DMA paid
a monthly capitation fee to
DMH/DD/SAS for mental health and
substance abuse services of Medicaid
eligible children. This program ended
June 30, 1999. DMA and
DMH/DD/SAS also work cooperatively
to operate the Community Altematives
Program for persons with Mental
Retardation/Developmental Disabilities
(CAP-MR/DD).  This progam is a
valuable resource for  providing
community-based services as a cost-
effective alternative to institutional care
in an ICF-MR.

Division of Epidemiology - DMA and
the Division of Epidemiology cooperate
in a number of efforts to improve care
for people with HIV and AIDS. The
AIDS Care Branch in the Division
operates HIV  Case Management
Services (HIV/CMS) and the
Community Alternatives Programs for
Persons with AIDS (CAP/AIDS) for
DMA.

Division of Aging (DOA) -- DMA and
DOA staff work together on many issues
that are important to the aged population.
Jointly, DMA and DOA design a long-
range plan of services for the elderly in
North Carolina. In particular, DMA staff
routinely  participates  in  policy
development projects on housing and in-
home aide services.

Division of Facility Services (DFS) --
DEFS has the responsibility for certifying
and monitoring  facilities in North
Carolina. DFS ensures that all patients,
including those covered by Medicaid,
receive quality care if they reside in a
facility.

Division of Public Health, Women and
Children’s Health Section (WCH),--
WCH, within the Department of Health
and Human Services (DHHS), operates a
variety of healthcare programs. Medicaid
pays for many of the services which are
offered through WCH. WCH and local
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health departments also play a central
role in the operation of Baby Love, a
care coordination program designed to
assure appropriate medical care for
pregnant women, and the Health Check
Program which provides preventive and
other healthcare services for children.
Both programs are discussed in more
detail in the "Special Programs" section
of this report.

Department of Public Instruction
(DPI) -- The Individuals with
Disabilities Education Act (IDEA) is the
federal law requiring education-related
services to be provided to pre-school and
school aged children with physically and
mentally challenging conditions. DMA
works with DPI to provide Medicaid
funding for those related services that are
medically indicated, such as speech,
physical, and occupational therapies.

Office of Rural Health and Resource
Development -- The ORHRD and DMA in
collaboration with the North Carolina
Pediatric Society, Academy of Family
Physicians, and the Society of Internal
Medicine, have established a foundation
called the Generalist Physician’s
Medicaid Assistance Program
(GPMAP). The function of GPMAP is to
recruit primary care physicians to accept
Medicaid eligible children for Health
Check screening and treatment,

Covered Services

North Carolina Medicaid covers a com-
prehensive array of services to treat
eligible enrollees when they become ill.
Preventive services include annual
physicals for adults and child health
screenings provided under the Health
Check  program. Although North
Carolina's program is called Health
Check, many providers are accustomed
to referring to it by its federal name, the
Early and Periodic Screening, Diagnosis
and Treatment (EPSDT) Program.
Additional details are discussed in the

10

"Medicaid In Depth” section of this
report.

Medicaid imposes certain standard lim-
itations on services including a limit of 24
visits to practitioners, clinics, and
outpatient departments, and a limit of six
prescriptions per month. There are ex-
ceptions to these limits for preventive
care to pregnant women and children
eligible for Health Check , people with
life threatening conditions, participants
in the Community Alternatives Programs
(CAP), and other selected groups. Table
4 in Appendix A lists Medicaid services
for SFY 1999.

Some services require nominal co-
payments and others require prior
approval. Both requirements ensure that
care received is medically necessary.
Service limitations and co-payment
requirements are discussed in more
detail in the "Medicaid In Depth” section
of this document.

Rate Setting

Prospective payment rates and fee
schedules are very important in controlling
Medicaid program costs. Taking into
account the level of funding provided by
the North Carolina General Assembly,
payment rates are established according
to federal and State laws and regulations.
DMA reviews, monitors and adjusts fee
schedule amounts. See "Medicaid In
Depth" for more information about the
payment mechanism that is applicable to
each type of service.

Program Integrity

DMA’s program integrity efforts are
designed to promote program efficiency
and effectiveness. The following are
some of the specific efforts toward that
goal.

Medicaid Eligibility Error Rate
Reduction -- The Quality Assurance
(QA) Section of DMA has the
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responsibility of monitoring the accuracy
rate of eligibility determinations made by
the Department of Social Services in
each of North Carolina’s 100 counties.
The QA staff conducts both federally
mandated quality control reviews and
State-designed targeted reviews. This
review process looks at both active and
denied cases. Corrective actions are
taken whenever appropriate. Error
trends, error-prone cases and other
important error reduction information
are communicated quickly to eligibility
staff. Eligibility ~supervisors then
conduct evaluations and training and
make the necessary adjustments to
eliminate errors and to prevent future
mistakes. County staff also serve on the
Medicaid Error Reduction Committee,
which designs strategies for quality
improvement.

North Carolina has never been penalized
for exceeding the three-percent federal
tolerance levels for payment error rates.
North Carolina’s low payment error rate
1s the result of the partnership between
DMA and North Carolina's counties.

Quality Improvement Efforts -- DMA
Program Integrity efforts include:

e identifying providers and recipients
who abuse or defraud the Medicaid
program

e identifying and recovering provider
and recipient overpayments

e educating providers or recipients
when errors or abuse are detected

e protecting recipients' rights

¢ evaluating the medical claims
processing procedures for accuracy
and improvement.

DMA's  Program Integrity _ Section
cooperates with the State Medicaid
Investigations Unit in the Office of the
Attorney General and the fraud and

11

abuse staff in each of the county
departments of social services to handle
these tasks.

The following chart summarizes activities for the
fiscal year:

Stiate Fiscal Year 1999

Provider Activities:
Investigations Opened 2,168
Overpayment Cases 1,520
Recoveries $8,540,524

Recipient Activities:
Cases Reported 2,053
Overpayments $8,191,993

Healthcare Facility Audit
Activities:

Audits 787

Collected $5,767,613

Total Collected  $22,500,130

These amounts do not include loss
avoidance  from  interventions or
improvements made to policy or claims
payment processes,

The Surveillance and Utilization Review
Subsystem (S/URS) of the Medicad
Management Iformation System (MMIS)
identifies providers and recipients whose
patterns of practice and use of services
fall outside of the norm for their peer
groups.

Utilization Control and Review -- The
Division of Medical Assistance operates
several other programs directly or under
contract to make sure that Medicaid
funds are spent appropriately. These
programs are designed to prevent and
recover incorrect payments. Prior
approval and prior authorization for
services ensure that planned care is
appropriate for the Medicaid client’s
needs. EDS operates the prior approval
system for most services.
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DMA also has contracted to evaluate
DRG coding to identify improper
maximization and other potentially
fraudulent billing practices. First Mental
Health is under contract to conduct pre-
admission, concurrent, and post-
payment reviews of inpatient psychiatric
admissions for children under 21. In
addition, paid claims are reviewed
periodically and those that differ
significantly from established norms are
analyzed to determine whether the ser-
vices are medically necessary and appr-
opriate.

Third Party Recovery- By law, Medi-
caid is designated as the payer of last
resort, with all other resources tapped
before Medicaid dollars are spent. Third
party resources for medical care, such as
health insurance, can be an important
means of keeping Medicaid costs as low
as possible. As a condition of receiving
benefits, recipients agree to allow
Medicaid to seek payment from avail-
able third party healthcare resources on
their behalf. North Carolina’s Medicaid
agency has received national recognition
for its efforts in recovering third party
resources.

In SFY 1999, insurance coverage and
refunds from a variety of sources
defrayed . Medicaid expenditures.
Medical insurance covered $101,375,000
on behalf of Medicaid patients.

Additionally, $101,893,406 in Medicaid
claims was denied with instructions for
the provider to file for other insurance.

During SFY 1999, Medicaid received
refunds from:

Medicare $ 2,408,384
Health Insurance  $ 10,637,066
Casuaity Insurance $ 9,179,130
Absent Parent $ 369,006

Estate Recovery § 1.359.498

Total 3 23,953,084

Medicare must be the primary payer
when a person is eligible for both
Medicare and Medicaid. In SFY 1999,
this policy saved $858,310,416.

In total, including drug company rebates,
the amount of money recovered by DMA
in State Fiscal Year 1999 was
$358,553,550. This represents
approximately 7% of total Medicaid
expenditures for the fiscal year.

This amount was $132,398,099 more
than the total county contribution to the
Medicaid budget and represents a
significant contribution to the funding
effort for the entire Medicaid program.
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Medicaid offers a comprehensive array
of services for program - eligibles.
Federal law requires coverage of some
services but States can elect to cover
other service options. All services must
be determined to be medically necessary
in order for Medicaid to pay for them.

Following 1s a list of services that
require a co-payment and the amount of
the co-payment.

STATE FISCAL YEAR 1999
Medicaid Copayment Amounts

SERVICE CO-PAYMENT
Chiropractor Visit $1.00
Dental Visit $3.00
Optical Service $2.00
Optometrist Visit $2.00
Outpatient Visit $3.00
Physician Visit $3.00
Podiatrist Visit $1.00
Prescription Drug

{Including Refills) $1.00

These co-payments are at the federal
maximum  amount. Co-payment
amounts do not apply to the following
services:

e Family planning services
Services to pregnant women

¢ Community Alternatives Program
services

¢ Services to children under age 21

* Services for nursing facility
residents

o Mental hospital patients

e Hospital emergency room
services

The State has also elected to exempt the
following services (or groups) from co-
payments:

e Any services to Community
Alternatives Program (CAP)
participants

Rural health clinic services
Non-hospital dialysis treatments
State-owned mental health facility
coverage

e Services covered by both Medicare
and Medicaid

o Services to enrollees of prepaid plans

Mandatory Services

At a minimum, all State Medicaid pro-
grams must cover a core of health serv-
ices. The following mandatory services
are provided for Medicaid recipients in
North Carolina:

Inpatient Hospital Services --

Medicaid covers hospital inpatient
services, based on medical necessity,
without a limitation on the length of
stay. Special restrictions apply to abor-
tions, hysterectomies and sterilization.
Hospital services are paid on the basis of
diagnostic related groupings (DRGs).

Hospital Qutpatient Services --

Outpatient services are covered subject
to a limitation of twenty-four physician
visits annually. This limitation does not
apply to emergency room visits, which
have no limits. A $3.00 per visit co-pay-
ment applies except for certain exempt
groups and services. Hospital outpatient
services are paid to the provider at 80
percent of actual operating costs.

Other Laboratory and X-ray --
Laboratory and x-ray services are cov-
ered when ordered by a physician. These
services are covered In a variety of
settings. Payment for these services is
based on a Statewide fee schedule.
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Nursing Facility — Nursing Facility
(NF) services are federally mandated and
covered for Medicaid recipients aged 21
and older in need of NF level of care.
The State also has chosen a federal
option to cover NF services for people
under age 21. Prospective patients must
be pre-certified by a physician in order to
receive nursing facility care. Nursing
facility services are paid on a prospective
per diem rate.

Physician Services -- Physician services
are covered subject to an annual 24-visit
limit.  Selected surgical procedures
require prior approval. A $3.00 co-
payment is required on physician
services except for certain exempt
groups. Payment is made based on the
physician's actual charge or the State-
wide Medicaid fee schedule amount,
whichever is of lesser charge. Medicaid
uses the American Medical Association's
Current Procedural Terminology (CPT)
coding structure as a basis for physician
service reimbursement.

Home Health Services -- Medicaid
covers visits provided by certified home
health agencies for skilled nursing
services, physical therapy, speech-
language pathology services, and home
health aide services for homebound
patients. Under Home Health, Medicaid
also pays for medical supplies for these
patients. Home Health agencies are paid
the lower of their customary charge to
the general public or a maximum per
visit rate established by DMA for each
type of service.

Health Check -- The Health Check
program (EPSDT) provides child health
screening  checks and  necessary
diagnosis/treatment. Also, referral for
treatment of health problems detected
during the screening of a Medicaid
recipient 20 years of age or younger is
offered. Health Check services do not

count toward the annual 24-visit
limitation and no co-payment is
required.  Private Providers, County
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Health Departments, Community, Rural,
Migrant, and Indian Health Centers all
participate as Health Check providers.
For a complete description of this
program, see Health Check Program on
page 21 under “Special Programs”.

Family Planning Services -- Medicaid
covers family planning consultation,
examination and treatment prescribed by
a physician. Sterilization, and abortions
are permitted under limited
circumstances and require  special
documentation and approval. Payment
is made based on the type of provider
furnishing the particular service.

Federally Qualified Health Centers
and Rural Health Centers .. Certain
clinics which meet federal requirements
are designated as Federally Qualified
Health Centers (FQHCs) or Rural Health
Centers (RHCs). Services provided by
these facilities are not subject to co-

payments. FQHCs and RHCs are
reimbursed their reasonable costs as
required by federal law.

Durable Medical Equipment --

Durable medical equipment suitable for
use in the home is reimbursed via a fee
schedule.

Nurse Midwife and Nurse Practitioner
Services -- Nurse midwives practicing in
accordance with state law are reimbursed
at the same rates as physicians for those
services they are authorized to perform.

Medical Transportation - The federal
requirement for coverage of
transportation for medical care services
is: .

1. Medically necessary ambulance
transportation .

2. County departments of social
services establish a local

transportation network, which may
range from providing bus tokens to
using county employees in county
owned vehicles to  transport
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Medicaid recipients. These county
transportation costs may be billed as
a benefit cost or as an administrative
cost, depending upon  service
delivery. Federal and State funds are

then used to match the county
expenditure, See Table 1 in
Appendix A for all of the matching
ratios.

3. Residents of nursing facilities and
adult  care  facilities  receive

transportation (other than medically
necessary ambulance services) from
the facilities in which they reside.
Medicaid makes a per diem payment
to the facility on behalf of each
Medicaid eligible resident in order to
reimburse the nursing facilities for
these transportation costs.

Optional Services

Federal law permits States to cover ad-
ditional services at their option. Where
these services are categorized as
“optional”, they must be provided to all
children under age 21 when the medical
necessity of such services are confirmed
through a Health Check screening. The
following are optional services North
Carolina Medicaid covers:

Intermediate Care Facilities for the
Mentally Retarded (ICF-MR) --
Services in ICFs-MR are covered for
those who are mentally retarded or who
have a related condition. ICF-MR
facilities must meet certification
requirements relating to provision of
habitation services and basic
intermediate care services. Intermediate
care facilities for the mentally retarded
are paid prospective per diem rates.

Personal Care Services in Private
Residences -- Medicaid Personal Care
Services (PCS) cover in-home aide
services in a private residence that
perform personal care tasks for the
patient who, due to a medical condition,
needs help with such activities as
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bathing, toileting, moving about, and
keeping track of vital health signs. The
services may only be performed in the
patient’s residence. While in the
patient’s home, the aide may also
perform essential home management and
housekeeping tasks for the patient,
though secondary to the personal care
tasks necessary for maintaining the
person’s health. The care is provided
according to a plan of care developed by
a registered nurse and authorized by the
patient’s physician.

Medicaid payment is available up to the
number of hours authorized on the plan
of care, not to exceed 80 hours per
month. PCS is provided by licensed
home care agencies enrolled with DMA.
The agency is paid the lesser of the
agency's usual custornary charge and the
Medicaid maximum allowable rate.

Please see page 22 for a review of
personal care services in adult care
homes.

Prescription Drugs -- Medicaid covers
most prescription drugs and insulin for
diabetic patients. Drug coverage is
limited to six prescriptions per month
unless it is shown that additional
medication is needed for treatment of a
life-threatening illness or disease. Re-
ciplents may use only one pharmacist per
month, except in the case of an
emergency. A $1.00 per prescription co-
payment applies, except for certain
exempt groups. Payment for drugs is
based on the average wholesale price
less 10% plus a $5.60 dispensing fee or
the usual/customary charge to the public,
whichever is less. .

Dental Services -- Most routine dental
services are covered, such as exams,
cleanings, fillings, x-rays and dentures.
Additional preventative services are
covered for children eligible under the
Health Check Program. Prior approval
is required for some dental services. A
per visit co-payment of $3.00 applies for
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all recipients, except for exempt groups.
Payment is made on the basis of a
Statewide fee schedule.

Eye Care Services -- Medicaid covers
medical eye examinations, corrective
eyeglasses, medically necessary contact
lenses, and other visual aids. Prior
approval is required for all visual aids
and various optical services/exams.
There are limitations regarding the
frequency of doctor visits and the
number of dispensed visual aids during
specific eligibility periods. A $3.00 co-
payment is applicable to opthamologist
visits, while a $2.00 co-payment applies
to optometrist visits. Although a $2.00
co-payment is generally required for new
eyeglasses, eyeglass repairs, and contact
lenses, there are some exemptions.

Through a contractual agreement,
Medicaid eyeglasses are supplied
through the North Carolina Department
of Correction’s Nash Optical Plant,
located in Nashville, North Carolina.
Providers must obtain Medicaid
eyeglasses through this laboratory
unless, due to extenuating
circumstances, prior approval is granted.

Hearing Aid Services -- Single and
binaural conventional hearing aids are
covered once every four years for
Medicaid recipients under 21 years of
age. An ENT specialist, otologist, or
otolaryngologist must submit a prior
approval request, accompanied by an
audiological report documenting the
medical necessity of the hearing aid(s).
Exceptional request for replacement/new
aids due to breakage not covered by
manufacturer warranty, loss of aid, or
recipient growth also require prior
approval. There are no co-payments for
hearing aid/hearing aid services.

Mental Health Services -- Patients that
have a plan of treatment developed by
and on file with an Area Mental Health
Programs, are offered outpatient mental
health services, partial hospitalization,
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and emergency services through Area
Programs. Visits do not count against
the annual 24-visit outpatient limit.
Area Program centers are paid a
negotiated service rate.

Visits to independent psychiatrists, phy-
sicians, and to PhD and MA
psychologists employed and supervised
by a physician, are covered for mental
health services, also. Prior approval is
required for outpatient visits following
the first two visits. Private practice
psychiatrist visits count against the
annual 24-visit outpatient limit and a co-
payment applies when applicable.

Payment is made on a fee schedule basis
for outpatient visits. Inpatient State and
private mental health hospital services
are covered for recipients over age 64 or
under age 21. Payments to psychiatric
hospitals are based on each hospital's
actual allowable and reasonable costs.

Adult Health Screening Program---

The Adult Health Screening Program is
not a mandatory service but compliments
the Health Check program for those age
21 and older. The program covers a
comprehensive annual health assessment
for the Medicaid client with the ex-
pectation that the health screening will
prevent a serious illness through early
detection and treatment of illnesses.
Certain components of a health
assessment must be included to qualify
for payment. The screening applies
toward the annual 24-visit outpatient
limit and a $3.00 co-payment applies.
Payment is based on the type of provider
that performs the screening. County
health departments, clinics, and private
physicians may  conduct annual
screenings under this program.

Other Optional Services -- A variety of
other optional services are available
under the North Carolina Medicaid
program. Limited services by chir-
opractors and podiatrists are covered and
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paid on the basis of a Statewide fee
schedule. Other optional services
include Hospice, Private Duty Nursing,
Ambulance Transportation and Case
Management Services to meet the needs
of specific groups of Medicaid eligible
people.

Maternity/Child Health
Initiatives

Providing preventive medical services
and basic medical care for North Caro-
lina’s mothers and children are a cop-
tinuing priority for the Medicaid pro-
gram. Several times since 1987, the
North Carolina General Assembly has
authorized Medicaid to take advantage
of options in federal law that expand
coverage for pregnant women and child-
ren with family incomes up to varying
percentages of the federal poverty level.
For pregnant women and for infants
under one year of age, the maximum
income to qualify for Medicaid is 185
percent of the federal poverty level.

See Table 2 in Appendix A for a
description of 1999 Federal Poverty
amounts. Medicaid pregnant
women who qualify under the Baby
Love program receive comprehensive
maternity healthcare benefits for the
duration of their pregnancy through the
postpartum  period. The infant
automatically qualifies for program
benefits and is enrolled in the Health
Check program. This program provides

Coverage for  health screenings,
immunizations, vision, hearing and
dental check-ups on a regular basis.

Participants also are eligible to receive
medically necessary care to treat any
physical or mental condition identified
under this program.

States are required to provide coverage
to children ages 1 — 5 in families with
income below 133 percent of poverty.
Also, Federal law mandates Medicaid
coverage for all children above age 6 and
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born after September 30, 1983, at 100%
of poverty. The North Carolina General
Assembly authorized the Division of
Medical Assistance to take advantage of
an option to cover children under 19
years of age at 100 % of the Federal
poverty level. In SFY 1999, these
initiatives helped 69,446 pregnant
wormen and 314,072 children.

SPECIAL PROGRAMS
Baby Love

The Baby Love Program, implemented
in October 1987, is designed to help
reduce North Carolina's high infant mor-
tality rate by improving access to
healthcare and the service delivery
system for low-income pregnant women
and children. The Division Of Medical
Assistance and the Division of Public
Health, Women’s and Children’s Health
Section, jointly administer the Baby
Love . Program in cooperation with the
Office of Research, Demonstrations, and
Rural Health Development.

Through the Baby Love Program,
pregnant women receive comprehensive
care from the beginning of pregnancy
through the postpartum period. Medicaid
currently covers 44% of all deliveries in
North ~Carolina. Infants bom to
Medicaid- eligible women continue to be
eligible until their first birthday.

Specially trained nurses and social
workers  called Maternity  Care
Coordinators (MCCs) are located in all
100 North Carolina counties to assist
pregnant women in obtaining medical
care and an array of social support
services such as transportation, housing,
job training and day care. In State Fiscal
Year 1999, 27,853 pregnant women
received MCC services.

In addition to MCC services, Maternal
Outreach  Workers, specially-trained
home visitors, work one-on-one with at-
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risk families to provide social support,
encourage heaithy behaviors, and ensure
that families are linked with available
community resources. Originally funded
by the Kate B. Reynolds Healthcare
Trust and Medicaid, the Baby Love
Matemal Outreach Worker Program has
expanded from 21 pilot projects to 66
programs located in various agencies
across North Carolina.

The benefit package of covered services
also has been enriched through the Baby
Love Program which includes childbirth
and parenting classes, in-home skilled
nursing care for high-risk pregnancies,
nutrition  counseling, psychosocial
counseling and  postpartum/newbom
home visits.

Evaluation of the Baby Love Program
shows that women who receive the
services of a Maternity Care Coordinator
average more prenatal  visits per
pregnancy, have a higher participation in
the Women, Infants and Children (WIC)
Program, and are more likely to receive
postpartum family planning services.
Likewise, their children are more likely
to receive well-child care and WIC
services. Mothers who have a Maternity
Care Coordinator have better birth
outcomes.

The infant mortality rate! for Medicaid
recipients in North Carolina has fallen
from 14.9 in 1987, the year the Baby
Love program started, t0°8.95 in 1996,
the Iast year for which we have complete
data.

Health Check Program

North Carolina expanded the federal
Early and Periodic Screening, Diagnosis,

' Deaths per 1,000 births. Infant deaths are
counted if they occur at birth or anylime during
the first year of life.

and Treatment (EPSDT) program (which
has been in existence since Medicaid
began) to form the Health Check
program in 1993. EPSDT serves as the
standard for providing healthcare to
Medicaid recipients under the age of 21.
The purpose of the Health Check
program is to facilitate regular
preventive medical care and the
diagnosis and treatment of any health
problem found during a screening.
There is no separate enroliment in
Health Check. If someone is eligible for
Medicaid and is under the age of 21,
they automatically receive Health Check
services. In SFY 1999, Health Check
was integrated with Carolina ACCESS
for primary care physicians to focus on
the goals and objectives with Health
Check.

Health Check strategies implemented

Statewide include:

* Changes in State program
administration to help integrate

policies and procedures so both
financing and  service delivery
objectives are compatible among
State agencies.

® Changes in local administration to
improve coordination among local
agencies, improve outreach to
families and providers, and to assist
families in obtaining needed health
services.

* Implementation of a Statewide
outreach campaign and toll-free
hotline to educate parents about the
availability of services and the
importance of regular care.

® Design and implementation of an

automated . information and
notification  system  to provide
families, caregivers and Health
Check Coordinators with
information regarding  program
participation.

* Expansion of coverage for special
Services.



An integral part of the Health Check
program is a special initiative called the
Health Check Outreach Project. Sixty
counties participate in this outreach
etfort by having specially trained Health
Check Coordinators work to reduce
barriers and improve access to
preventive  health  services. The
Managed Care Section in the Division is
the administrative entity for the Health
Check program and coordinators. The
Managed Care Section works in close
collaboration with The Division of
Women and Children’s Health 1o
provide guidance to the project counties.

The Health Check  Automated
Information and Notification System
(AINS) is a computerized system for
dentifying and following Medicaid-
eligible children (birth through 20 years
of age) with regard to their activities in
the healthcare system. It enables Health
Check coordinators across the state to
determine  which  Medicaid-eligible
children in their respective counties are
receiving regular and periodic Health
Check screenings, immunizations, and
referrals for special healthcare problems.
The system sends notices to the parents
of Medicaid-eligible children, notifying
them of the Health Check Program,
scheduled  screening  appointments,
missed appointments, immunizations
and available programs and services.
For children enrolled in managed care,
the name of the Carolina ACCESS
primary care provider appears on the
letter, referring the recipient to their
doctor for services. For children
enrolled in an HMO, the name of the
managed care plan appears on the letter,

Access to and utilization of healthcare
services for Medicaid eligible children
and youth have improved since the
wnitiation of this very important program.
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LONG-TERM CARE

Medicaid spends a large portion of its
service dollars (38%) on long-term care.
Long-term care services comprise
nursing facility care, intermediate care
facilities for the mentally retarded, adult
care home personal care services and a
vartety of home and community-based
services. In SFY 99, 130,746 people
received  Medicaid long-term  care
services in North Carolina costing a total
of $1,646,098,509. The average cost per
recipient was $12,590 for the year,

Many people consider home and
community-based long-term care to be a
cost-effective and preferable alternative
to  institutionalization. Therefore,
Medicaid recipients can receive several
home-based services such as home
health, durable medical equipment, and
hospice. In addition, North Carolina
provides the Community Alternatives
Program (described below) as another
option for home and community care.

Community Alternatives
Program

North Carolina operates four programs
to provide home and community care as
a cost-effective alternative to insti-
tutionalization. These are known as
"walver" programs because standard
program requirements are waived to
allow the program to operate. The
walver programs provide some services
that otherwise are not covered under
Medicaid.

CAP/DA Program:

The Community Alternatives Program
for Disabled Adults (CAP/DA) provides
a package of services to allow adults
(age 18 and older) who qualify for
nursing facility care to remain in their
private residences. The program is
available in all North Carolina counties
and has served approximately 12,000
people in SFY 1999 at less cost than
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nursing facility care. The average daily
cost of CAP services was less than 70%
of the average Medicaid Nursing Facility
Cost,

CAP-MR/DD:

The Community Alternatives Program
for Persons with Mental Retardation or
Developmental ~ Disabilities ~ (CAP-
MR/DD) provides community services
to individuals of any age who qualify for
care in an intermediate care facility for
the mentally retarded (ICF-MR). The
Division of Mental Health,
Developmental Disabilities and
Substance Abuse Services manages the
daily operation of the program under an
agreement with DMA. The program is
available Statewide through local area
mental health, developmental disabilities
and substance abuse programs. CAP-
MR/DD served approximately 4,000
people in SFY 1999 at an average cost
that was less than 35% of the average
cost of ICF-MR care.

CAP/C

The Community Alternatives Program
for Children (CAP/C) provides cost-
effective home care for medically fragile
children (through age 18) who would
otherwise require long-term hospital care
or nursing facility care. Over 200
children participated in CAP/C in SFY
1999, The program contributed to the
quality of life for the children and their
families/caregivers, while providing care
that was cost-effective in comparison to
the Medicaid cost for institutional care.
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CAP/AIDS:

The Community Alternatives Program
for Persons with AIDS (CAP/AIDS) is a
relatively new Medicaid program that
offers a home care alternative to nursing
facility care for persons with AIDS as
well as children who are HIV-positive
with  other qualifying conditions.
CAP/AIDS is a cooperative effort with
the Division of Public Health’s AIDS
Care Unit. The AIDS Care Unit
administers the program with DMA
providing oversight. This program began
in late 1995 and is still developing
Statewide. Approximately 40 people
were served in SFY 1999 at an average
cost of less than 65% of the average
Medicaid cost of nursing facility care.

Overall, the CAP programs have been
very successful in giving individuals a
choice and maintaining costs at the same
time. The programs have allowed those
who otherwise would be institutionalized
to remain with their family in familiar
surroundings.  All of these benefits
accrued at a cost-saving to Medicaid in
comparison with the cost of institutional
care.

Nursing Facility Care

There are times when nursing facility
care is the best option for Medicaid
recipients. All Medicaid nursing
facilities are required to provide skilled
nursing (SN) and intermediate care (IC).
Nursing facility reimbursement rates
differ based on whether a resident
requires skilled or intermediate level of
care. In SFY 1999, 31,298 Medicaid
recipients received skilled care in a
nursing facility costing a total of
$431,353,967.





















































































































