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Recently passed legislation
will have New York State as-
sume control of Medicaid ad-
ministration and costs from
counties. Administrative costs
for Medicaid are estimated at
$1.1 billion this year, with the
state paying $221 million; New
York City and the 57 counties,
$330 million; and the federal
government paying the remain-
der. State assumption of
Medicaid administration and
costs will be complicated, espe-
cially for eligibility determina-
tions for persons in need of
nursing home care. The com-
plexity of the process contributes
to variation among counties, as
do other factors such as county
capacity and complicated data
systems. There are several areas
where cost efficiencies could be
achieved, although Medicaid
benefits constitute a much larger
share of costs than administra-
tion. Some of the cost savings
from state assumption of
Medicaid administration could
take years to realize, and may
not yield as much savings or
consistency in the process as the
state might anticipate. However,
this paper highlights steps the
state could take now to begin the
process of centralization, as well
as other ways to reduce costs
both through administrative
and policy changes.
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. Executive Summary

egislation enacted as part of the 2010-2011 New York State
Lbudget requires the state health commissioner to develop a

plan for state assumption of administrative responsibilities
and costs for the Medicaid program from local social service dis-
tricts. This paper examines Medicaid administration at the county
level, in particular, determination of eligibility for Medicaid cover-
age of nursing home care.

This research was undertaken to further explore results from
an analysis conducted by the Rockefeller Institute in 2009 that
showed considerable variation among counties’ rates of denial for
Medicaid eligibility because an applicant had transferred assets.
To determine why such variation existed, whether federal or state
policies could be clearer to reduce variation, and whether there
were savings that could be accrued from more consistent imple-
mentation of better administrative practices, the Rockefeller
Institute undertook a second study.

The second study, the results of which are outlined in this pa-
per, involved interviews with local officials in selected counties
regarding eligibility procedures and other factors related to
long-term care determinations. The study sought to identify dif-
ferences in administrative processes that may account for differ-
ences in denial rates. The analysis compared counties that were
similar in population and income but different in their rates of de-
nial. This study found, however, that although administrative
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variation among counties was extensive, the differences were not
clearly related to denial rates.

The interviews were helpful in illuminating many of the possi-
ble causes of variation in the Medicaid eligibility determination
process for nursing home care:

B Approaches to collecting required eligibility-related
paperwork may vary, since it can be a labor intensive
process.

B Some counties accept a wider range of documents than
others when processing applications.

B Counties use different codes in the Medicaid database to
indicate when an individual has been denied eligibility
due to asset transfer. Different codes are used, in large
part, because many codes are repetitive and potentially
ambiguous.

B County administrative capacity varies significantly, not
only in terms of caseload, but also in terms of the stability
and experience of the workforce.

B Counties use different standards for determining when they
might investigate a questionable asset transfer. They also
vary in their interpretations of assets’ fair market value.

B Counties may benefit from more guidance regarding
allowable services under what are known as “personal
care contracts,” as well as determining what qualifies as
unusual circumstances surrounding asset transfers, but the
state should also ensure that counties are in fact following
the guidance provided by the state.

B Counties vary significantly in terms of where and from
whom they receive nursing home care applications.
Applications may come from individuals, or other entities
on behalf of the individual, such as nursing homes,
attorneys, or an applicant’s representative.

This research also found differences among workers” ap-
proaches to the application process and levels of experience
within the same county.

In addition to learning why there may be variation among
counties’ rates of denial for asset transfer, this study also sought
to determine if there were opportunities for efficiencies, either
through administrative or policy changes. Recommended admin-
istrative changes include:

B Centralizing the processing of nursing home eligibility
redeterminations.

B Automating eligibility processes whenever possible by
linking information in application documents with other
databases that contain income and public program
eligibility information.



Several of the
recommendations
regarding
administrative
changes could be
instituted in the
near-term, thereby
immediately reducing
costs for the state.

B Improving the process for obtaining asset information
from financial institutions.

B Streamlining and clarifying uses of the state’s Welfare
Management System (WMS) coding system.

B [Instituting a more efficient and effective quality assurance
process.

B Ensuring consistency in policy enforcement when

eligibility cases go to fair hearing.

There were a handful of other recommendations from coun-
ties about changing administrative processes, as well. All of these
recommendations suggest where the costs and benefits of certain
federal or state policies might be better assessed as the commis-
sioner of Health examines how the state will assume control of
Medicaid administration. Several of the recommendations regard-
ing administrative changes could be instituted in the near-term,
thereby immediately reducing costs for the state.

If the state’s primary goal is to reduce overall costs, however,
it should consider the fact that Medicaid benefits constitute a
much larger share of Medicaid costs than administration. There-
fore, the recommended changes to administration that are likely
to have the most impact on costs are those that would impact ben-
efits. These changes might include ensuring consistency in policy
enforcement regarding eligibility for benefits when cases come to
fair hearing, and ensuring an accurate quality assurance process
to guarantee that only those who are truly eligible receive
Medicaid benefits. In addition, state assumption of Medicaid ad-
ministration must be implemented with careful attention to staff-
ing and other efficiencies, so that costs are not simply shifted from
one level of government to another.

Centralizing administration from 58 diverse local districts to
one entity — New York State — could be achieved in different
ways. Local offices might be closed, with all administrative staff
located in Albany or in a handful of regional offices. Or, local gov-
ernment employees now administering Medicaid long-term care
might remain in their home jurisdictions after the transition, with
the state operating dozens of offices as it does with the state Labor
Department’s career centers. Or the state could centralize certain
functions, such as mail-in applications or recertifications. Al-
though the state may be able to decrease variation by centralizing
certain functions, it may never be able to completely eliminate it
since determinations can even vary among different workers
within the same office. The analysis and recommendations in this
report are intended to assist in consideration of a variety of
potential administrative structures.

The study also produced some suggestions regarding federal
policies — particularly, the extended “look-back” period relating
to assets previously held by current Medicaid applicants. Some
policies may produce results opposite to those intended. Some
county officials believe that the increased complexity of the



application process for Medicaid nursing home services gives per-
sons with excess income and assets more motivation to hire estate
planning attorneys. Such attorneys can advise them on ways to le-
gally transfer their assets so they never pay privately for the cost
of their nursing home care. At the same time, lower-income per-
sons with fewer assets may be more likely to be denied nursing
home eligibility for transferring assets because they could not af-
ford to hire an estate planning attorney. Thus, a policy aimed at
reducing cost-shifting from more affluent families and individuals
may hurt those of more modest means. All of these complexities
are relevant to the state’s plans to assume control of local
Medicaid administration.



Il. Background

Comprehensive 24-hour, skilled nursing facility care (nursing
home care) is expensive. In parts of New York State, the cost may
average over $100,000 a year.! Because of this high cost, individu-
als with moderate incomes can quickly diminish their resources
paying for care. Once they have reduced their resources, includ-
ing income and assets, to a low enough level, they may be eligible
for Medicaid, a publicly financed health insurance program. Na-
tionally, Medicaid funds nearly half of all nursing home costs, on
average. In 2007, Medicaid paid for 46 percent of all nursing facil-
ity care ($57 billion out of a total of $123 billion).2 In New York
State, skilled nursing facility care cost $7.2 billion in 2008 and
comprised 15.2 percent of all Medicaid spending.?

Overall Medicaid costs in New York are roughly $51 billion
this year, with $1.1 billion of that amount attributable to adminis-
trative expenses. Of the latter costs, the state pays $221 million;
New York City and the state’s 57 counties, $330 million; and the
federal government the remainder, according to the state Assem-
bly.4 In arguing for a state takeover of local administrative func-
tions and costs, supporters said transferring administrative
operations and expenses to the state level would streamline eligi-
bility determinations while also reducing costs, potentially by
hundreds of millions of dollars.

To avoid having to give away or sell all their personal assets to
pay for nursing home care, some individuals attempt to shelter
their assets in order to have Medicaid cover the cost of care. Indi-
viduals with excess resources may prospectively hire attorneys to
help them determine how to legally shelter assets from being con-
sidered during the Medicaid eligibility determination process,
should they need nursing home care. In 2006, Congress passed the
Deficit Reduction Act of 2005 (DRA),5> which included new regula-
tions that make it more difficult for individuals to qualify for
Medicaid to pay their nursing facility costs. The changes in DRA
included lengthening the period of time that transferring assets
(such as savings or stocks) could result in disqualifying an indi-
vidual for Medicaid eligibility. Since 2006, all states have had to
adjust to the new rules under DRA when making eligibility deter-
minations for Medicaid nursing facility care.

Eligibility determinations for Medicaid long-term care services
in New York State are highly decentralized. Medicaid eligibility
for skilled nursing facility services is determined by 57 local de-
partments of socials services (LDSS), plus New York City’s Hu-
man Resources Administration (HRA). Because Medicaid is a
significant expenditure for state and local governments, LDSS
have sought to ensure that applicants who apply for Medicaid
meet all eligibility requirements, including not having transferred
assets as required under the DRA. LDSS in New York State must
examine a wide range of an applicant’s personal financial infor-
mation in order to determine if asset transfers have occurred.
Conceivably, the better job the LDSS does at ensuring accuracy in



eligibility determinations for expensive services like skilled nurs-
ing home care, the more costs that are saved in the Medicaid pro-
gram. However, because the eligibility determination process is so
complex, the extra administrative time required to investigate po-
tential asset transfers may result in higher Medicaid administra-
tive costs.

To better understand the issue of asset transfer, the
Rockefeller Institute of Government conducted a study of existing
state data in 2008-2009 that examined the approximate rate at
which individuals applying for Medicaid were determined ineligi-
ble for nursing home care because they had transferred assets. The
research used Medicaid coverage code “MA10” as a proxy for per-
sons who had been denied Medicaid eligibility for nursing home
services because of asset transfer. The analysis revealed evidence
of large disparities among counties” estimated Medicaid eligibility
denial rates for nursing home care.® For instance, although the
rate of denial averaged around 7 percent over 10 years for all
counties, some counties had rates near 50 percent, while others
had rates of less than 1 percent.” Differences could not be ex-
plained by characteristics of the population in each county, such
as the percent of the population over age 65 or the average per ca-
pita income.

This raised the following questions: Why would there be large
disparities in denial rates because of asset transfers if counties are
following the same federal and state policies regarding eligibility
determinations? What could be learned about the causes of varia-
tion that might suggest where further clarification of administra-
tive policies could be helpful? Are some counties using policies or
practices that are more efficient? Are there areas where cost effi-
ciencies could be achieved?

To help understand possible causes of variation among coun-
ties and to develop recommendations that might help reduce
Medicaid costs, Rockefeller Institute staff undertook a second
study in 2009-2010, the results of which are presented in this pa-
per. The research involved reviewing numerous documents, such
as administrative directives from the Department of Health and
the WMS code book, and interviewing a variety of Medicaid staff
in 16 counties and New York City. Interviews were also con-
ducted with Medicaid estate planning attorneys, nursing home
administrators (including a deputized eligibility worker), and one
representative from a private company that assists hospital pa-
tients being discharged to nursing homes to complete appropriate
Medicaid application processes. To enhance county participation
in the research, individuals and officials are not identified in this
report.

Such findings may be particularly timely because of legislation
that passed in July 2010, as part of action on the 2010-2011 state
budget, mandating that the commissioner of the New York State
Department of Health “create and implement a plan for the state
to assume the administrative responsibilities of the medical



assistance program performed by social service districts.”® The
law further requires the commissioner to establish a process for
implementation over five years, starting April 1, 2011. The plan is
to identify “operational objectives that create efficiency in admin-
istrative functions” and “standards that provide greater unifor-
mity in eligibility criteria and continued enrollment.” Other
elements of the plan are to include “a definition of administrative
services.”?

Until such a definition is in place, it is uncertain whether the
state will take over all Medicaid eligibility determinations cur-
rently managed by the 57 LDSS and New York City’s HRA. This
paper takes as a starting point, therefore, the possibility that coun-
ties may retain some role in such decisions — at least during the
five-year phase-in period. Findings regarding potential cost effi-
ciencies thus may interest state and local officials as they consider
centralization of Medicaid administration.



lll. Why Counties May Differ

There are several reasons why counties may differ in their ad-
ministration of the Medicaid program. An initial analysis by the
Rockefeller Institute sought to pair counties in a systematic way.
Counties with similar demographics (population size, rate of pov-
erty) but with differing rates of denial were paired and examined
to determine if clear administrative differences existed. Table A in
Appendix A outlines how counties were roughly paired and indi-
cates whether any notable administrative variation was apparent
from the field research. There were some differences. For instance,
several counties used different dollar amounts as a trigger to in-
vestigate an asset transfer; some used different codes to classify
denials for asset transfers within the Medicaid system; and some
appeared to be more “consumer friendly” than others. However,
the dollar amount at which an investigation into an asset transfer
occurs, or the approach of the counties and the approximate rate
of denials did not appear to be closely correlated, nor was there a
clear correlation between the rate of denial and the use of differ-
ent codes. Coding differences are explained in more detail in a
later section of this paper. Overall, no significant patterns
emerged that could tie rates of denial to tougher administrative
practices.

The following sections explain in more detail some of the
areas where differences were noted among counties and work-
ers, based on Institute interviews and examinations of public
documents. The fact that some differences exist is not surpris-
ing. Eligibility determinations for long-term care are complex
and offer more room for interpretation than eligibility deci-
sions involving populations applying for or enrolled in the
general Medicaid program. Specific reasons why comparative
analyses of the counties may be difficult are also discussed in
this section.

Approaches to Collecting Required Paperwork

To explain the eligibility rules for Medicaid funded skilled
nursing home care in the most simplistic way: an individual must
have limited income and assets.!? The amount of income and as-
sets that individuals can have is set in state regulation, and it is
the responsibility of local departments of social services to deter-
mine whether individuals meet the income and asset
requirements.

The eligibility process generally works as follows: If an indi-
vidual requests or needs Medicaid nursing home services, the
LDSS must send an applicant the list of documents required for
the eligibility determination process. Applicants then begin col-
lecting the required documents. If they submit an application
with missing documentation, they are notified in writing by the
LDSS, and then have 10 days to submit the missing information,
or must show that they are making attempts to collect it.!! Be-
cause it may take individuals longer than 10 days to collect what



The amount of
paperwork collected
by local departments

of social services in
New York State from
Medicaid applicants
seeking nursing home
care was described
during interviews
with county officials
as “a wheelbarrow
full,” “a 12-inch thick
accordion binder,”
and “17 shoe boxes of
documents.”

is needed for the application, they often are granted extensions
by the LDSS. Once the individual submits all required paper-
work, the LDSS has 45 days to make an eligibility determina-
tion.12 Presumably, because the income and asset requirements
are the same across the state, there should be little variation in
rates of eligibility denials or in the time it takes to process ap-
plications.

But the Medicaid application process for nursing home ser-
vices is much more complex than it is for other Medicaid eligibil-
ity categories because individuals must prove they have not
transferred assets during the five years prior to the time of appli-
cation. Examining whether persons have transferred assets dur-
ing the previous five-year period, known as the “look-back
period,”13 requires collection of a wide range of documents. Ac-
counts and resources that are subject to investigation include:
checking and savings accounts, credit union accounts, certifi-
cates of deposit, retirement accounts, life insurance policies, an-
nuities, stocks, bonds, mutual funds, trust accounts, burial assets
or burial contracts, vehicles, home equity value, and any other
real property (other than home) value.’ Applicants who are in-
stitutionalized and applying for nursing home care coverage
must also answer specific questions regarding asset transfers in-
cluding, but not limited to, whether or not the applicant is
changing ownership of real property, selling property, purchas-
ing a life estate, or has transferred any assets into or out of a
trust. Additionally, where applicable, applicants must provide
copies of their own or their spouse’s tax returns for the previous
four years.1>

For applicants, especially if they are frail and elderly, or are
the spouse or family member of a frail elderly applicant, obtain-
ing this paperwork can be arduous — so much so that when
asked what percent of applicants are able to provide all of the
correct documentation the first time they submitted an applica-
tion, all of the counties interviewed for this study said anywhere
from 90-100 percent of applications were incomplete. This is be-
cause there are so many documents that are required, and ob-
taining information about five years” worth of assets can be
difficult.

When there is documentation missing from an application, it
is required that the LDSS generate notices indicating what pa-
perwork is outstanding. The LDSS must then assist the applicant
in obtaining such information.’® Missing paperwork requires
counties to follow up with applicants, banks, or other institu-
tions, sometimes repeatedly, to ensure all of the required infor-
mation is received — and thus drives up administrative costs.

The amount of paperwork collected by local departments of
social services in New York State from Medicaid applicants seek-
ing nursing home care was described during interviews with
county officials as “a wheelbarrow full,” “a 12-inch thick accor-
dion binder,” and “17 shoe boxes of documents.” With so much



Only one county that
was interviewed
appeared to have a
denial rate that
matched the apparent
high level of scrutiny
that the county
described as part of its

eligibility process.

documentation required, it is reasonable to hypothesize that dif-
ferent counties, and even different workers within the same
county, approach documentation collection differently. Indeed,
the Institute’s conversations with the counties, attorneys, and
nursing home representatives supported this hypothesis.

Some counties or workers will generate only the required auto-
mated letters to applicants requesting needed documents as soon as
they determine that the information is missing. Others may call the
applicant first to request this information before following up with
a formal letter. Others go directly to area banks to try to obtain doc-
uments about asset transfers, and then send a letter to the applicant.
Most appear to use a combination of these methods. There is varia-
tion in which methods are used and how the counties or individual
workers within those counties approach the application process.
Some counties and individual social services staff describing them-
selves as more consumer friendly than others. Several counties
mentioned that they approach eligibility determinations for skilled
nursing facility care differently than they do for “regular”
(non-long-term care) Medicaid, in that they are more helpful to con-
sumers seeking nursing home eligibility. One county even moved
the staff that processes nursing facility applications to an entirely
different building from the staff that process regular Medicaid cases
so that applicants would not feel as though they were receiving so-
cial services.

In addition to how counties may treat applicants for skilled
nursing facility care, given how many documents there are to ex-
amine, it is likely that some workers or counties may scrutinize doc-
uments more than others. Indeed, Rockefeller Institute staff
observed some minor differences among counties. Whether the dif-
ferences in the level of scrutiny are large enough to create differ-
ences in rates of eligibility denials among counties is unclear. Only
one county that was interviewed appeared to have a denial rate
that matched the apparent high level of scrutiny that the county de-
scribed as part of its eligibility process. Depending on the county,
eligibility workers may only be responsible for making initial eligi-
bility determinations for nursing home services. In other counties,
similar workers may also be responsible for making eligibility
redeterminations, preparing for fair hearings, or making regular
(non-long-term care) Medicaid eligibility determinations. The
workload and responsibilities of the eligibility worker may also
play a role in the level of scrutiny for any one application.

Differences in Accepted Documentation

Another reason counties vary is because there are multiple
types of documentation that counties can accept as valid for pro-
cessing an application. As of July 1, 2006, all applicants for
Medicaid are required to supply “satisfactory documentary evi-
dence” of their US citizenship and identity per the amendments of
the DRA. In New York State, applicants can provide one of the
following primary documents to prove identity, citizenship, and
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most significant
factors contributing to
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outlined in the
Rockefeller Institute’s
2009 report is the fact
that counties
sometimes use
different codes to
indicate that an
applicant has been
denied nursing home
care because they
transferred assets.

date of birth: US passport book/card, Certificate of Naturaliza-
tion, or Certificate of US Citizenship.” As primary documents es-
tablish both citizenship and identity, applicants who submit a
primary document are not required to submit secondary docu-
mentation. A variety of secondary documents establish either citi-
zenship or identity. Thus, when primary documents are not
available, two secondary documents can be used to establish citi-
zenship (e.g., birth certificate) and identity (e.g., driver’s license).18

Rockefeller Institute staff learned that not all counties will ac-
cept the same documents when processing applications. For ex-
ample, at least one county accepted a Medicare card in lieu of
requiring the applicant to produce a birth certificate, but another
county only accepts a social security card or birth certificate. Al-
though it is clearly outlined in statute that some documents may
substitute for other documents (e.g., a passport in lieu of a birth
certificate), it appears that not all counties follow these guidelines
in similar ways.

In addition to what documents may be accepted, the depth of
investigation into any one required document may differ. For in-
stance, one interviewee revealed that at least one county requires
an applicant to explain all deposits in excess of social security and
pensions, and will require copies of the checks that assembled the
deposit. Another county requires copies of all checks, regardless
of the amount.

In New York State, individuals seeking nursing home admis-
sion (but not necessarily Medicaid eligibility) are required to submit
a patient review instrument (PRI) to the nursing home, which may
be completed by a qualified health care provider, and contains de-
tails about the applicant’s current medical condition. While comple-
tion of the PRI is necessary for nursing home admission, it is not
required as part of the Medicaid eligibility determination process.
However, interviews for this research indicated that at least one
county requires that applicants complete a PRI before the county
will process the Medicaid application for nursing home care. Insti-
tute staff were told that this county requires an applicant’s PRI to be
approved by a separate medical unit in the county as part of the
Medicaid eligibility determination process. This separate unit has
nursing staff that will travel to nursing homes to make their ap-
proval. This additional process could delay the time it takes for an
individual to become eligible for Medicaid.

Complexity of Coding in the Medicaid
Welfare Management System

Perhaps one of the most significant factors contributing to the
county variance outlined in the Rockefeller Institute’s 2009 report
is the fact that counties sometimes use different codes to indicate
that an applicant has been denied nursing home care because they
transferred assets.

Within the state’s database for tracking information on
Medicaid applicants, known as the Welfare Management System



(WMS), the process for opening and coding an application and de-
termining medical assistance status is complicated. The complete
process is explained in detail in Appendix B; but, to summarize,
the issues with coding differences are that counties are able to ap-
ply different codes for essentially the same function. For instance,
there are four “coverage” codes that allow applicants to be eligible
for all types of community-based medical coverage except nursing
home coverage, any combination of which might be used as a
proxy to estimate county denial rates.

There are also different “reason” codes that may indicate an
applicant has been denied Medicaid eligibility because of excess
resources. Reason codes are used to explain why a caseworker has
made an eligibility decision and to generate notices for the appli-
cant. Reason codes also will determine the content of the notice
that is generated for the applicant in the WMS’ Client Notices Sys-
tem (CNS). (Written notices are required by law.1%) There are hun-
dreds of reason codes,?’ and which code a county uses, even when
there is a similar reason for denial, may vary, making it difficult to
use reason code data for comparative analyses. Select codes are
shown in Table 1.

Institute research revealed that counties may also use different
reason codes to indicate an asset transfer. Counties sometimes use
a certain code because the automated eligibility system generates
a different type of report or notice for the clients. For example, at
least two counties indicated they have used a “generic” code
known as “Y99 Other — Manual Notice Required,” to indicate a
denial for reason of asset transfer. One county uses this code to
tailor the case for each applicant. Another county uses the “Y77
Other — Undercare Case Maintenance” code when the case-
worker believes that no other reason code fits.

The majority of counties in the study do not use generic codes.
The large number of reason codes and the counties” use of them
make it difficult to precisely compare denials for eligibility be-
cause of asset transfer.?! To demonstrate the difficulty in compar-
ing counties, Appendix B discusses this issue in more detail and
shows the various codes that the counties in this study use to indi-
cate an asset transfer. The definitions of the codes are similar,
which could result in the use of different codes even when the
reason for denial is the same.

County Capacity

Another notable difference among counties that could cause
variation in rates of denial for asset transfer is administrative ca-
pacity. In particular, county administrative capacity varies by
number of cases per staff member, the years of experience of the
staff reviewing applications for nursing home care, and staff sta-
bility. Capacity differences may result in more available time for
staff to work with applicants or banks to obtain the appropriate
asset transfer documentation, or it may mean they have more time
available to investigate potential asset transfers.



Even if counties have similar staff to caseload ratios, it does
not necessarily mean that staff have similar workloads. A county
worker might have a similar caseload but might also be responsi-
ble for preparing much of the documentation for fair hearings, as
well as being responsible for recertifying eligibility (also referred
to as “undercare”). For instance, in one county interviewed for
this study, an eligibility worker who processes new applications
(also referred to as “intake”) has an approximate monthly case-
load of 22 applications (or 264 per year), whereas another eligibil -
ity worker in that county handles undercare and has an average
yearly caseload of 581. This contrasts with another county that
was interviewed where a worker performed a similar number of
intake cases a month, at 15 (180 per year); however, this worker
was also responsible for undercare cases (230), and preparing
much of the documentation for fair hearings.

Because eligibility workers often have several roles, it is difficult
to compare staff to caseload ratios among counties or even among
workers within the same county. When Institute staff were able to
obtain comparable information about caseloads, differences still ex-
isted. Table 1 highlights these differences. County A had as many
as 26 monthly intake cases and 600 undercare cases per each full
time equivalent worker (FTE), while county D had only 16 monthly
intake cases and 508 undercare cases per FTE. Two other counties
had a number of intake cases somewhere in between, and county C
had the largest number of undercare cases. Presumably, differences
in counties” caseload amounts could affect the ability of the counties
to thoroughly investigate asset transfers.

The stability of staffing in counties also varies. One county
had three nursing home care eligibility workers, all of whom had
been in their positions for nearly 30 years. Another had experi-
enced consistent staff turnover, with eligibility workers staying
less than a year, for the past few years. It was noted by counties,
as well as by attorneys and nursing homes that deal with multiple
counties, that staff turnover can diminish the ability of counties to
scrutinize asset transfers.

Staffing turnover may impact rates of denial for asset transfers
even more than staff to caseload ratios because learning how to
process nursing home applications “can take years,” according to
several county officials interviewed. If nursing home eligibility staff
are on the job for only a year or two before they move on, they pre-
sumably don’t have as much experience to learn the “tricks of the

trade” that would enable

Table 1. Select Counties’ DSS Average Skilled Nursing Facilities (SNF) them to investigate asset
id Caseload Size Per Full Time Worker (FTE) transfers more thoroughly,

County Intake Per Month/FTE Undercare/FTE often because they would
A 26 600 not know what questions
B 15 230 they could ask of applicants
c 20 760 that would be more likely to
D 16 508 yield information about pos-
E 22 581 sible assets.

Source: Rockefeller Institute county interviews
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Other types of individuals may also be involved in helping to
process an application. For instance, some counties have depu-
tized outreach workers in nursing homes and hospitals. In other
counties, entities hired by a hospital and not affiliated with the
county may help applicants collect necessary paperwork. These
people were called “financial counselors” in one county; in an-
other, “eligibility patient advocacy specialists.” Still other counties
use only LDSS staff for the application process.

The Amount of an Asset Transfer Requiring Investigation

There are several areas where state and federal policies are not
clear or where interpretations are left to the counties. These areas
are also sources of possible variation. The first of these revealed
during interviews with counties is that there are different levels at
which an asset transfer may trigger a further investigation by a
county worker. During the interviews with counties, Rockefeller
Institute staff discovered that the transfer amount that may trigger
an investigation varied from as little as $500 to as much as $8,000.
However, even though there are differences in the amounts at
which counties are likely to investigate a transfer, the counties in-
terviewed were consistent in that most pay more attention to
transfers occurring closer to the point of application, or transfers
that occur in patterns.

In 2010, New York State issued an administrative directive
(ADM) suggesting that counties investigate all asset transfers over
$2,000.22 When asked whether counties found this guideline help-
ful, almost all said “yes.” However, almost all also indicated they
would continue to use a different amount (typically the amount
they were previously using) as their guideline for determining
when an asset transfer warranted further investigation.?

Fair Market Value

Another area where counties have discretion in interpreting
eligibility rules is in determining the “fair market value” of some
assets. One of the most common assets subject to a fair market
value determination is real estate transfers. Fair market value is
the estimate of the value of an asset if sold at the prevailing price
at the time it was actually transferred. Fair market value of real
property or other assets may be established by an appraisal from a
real estate broker or other qualified dealer or appraiser.2* How-
ever, what is deemed fair market value differs among counties
and even among appraisers, and assessments do not always re-
flect the true value of a property. For example, some towns will
assess a property at 100 percent, whereas others will assess a
property at a lower percentage rate, like 80 percent. Some counties
ask for up-to-date real estate appraisals, while others use the
value of the property based on older assessments. What value is
used is often determined by the LDSS worker. To make the pro-
cess less subjective, at least one county uses its own real estate



appraiser, who informs the LDSS if he agrees with the assessment
that was provided.

Counties will sometimes negotiate fair market value with attor-
neys who are representing an applicant based on the rate of deprecia-
tion and deterioration of the property, particularly if a home is not
occupied. One county noted that their LDSS attorneys like having the
flexibility to negotiate real estate appraisals. For instance, if a house
was appraised at $142,000 but had no one living in it, it would deteri-
orate and be worth only $118,000 in two years. By having the ability
to negotiate the potential value of the property, both the county and
the applicant’s needs can be considered. The process can be highly
subjective, however, and presumably varies by county.

Allowable Services and Their Value Under
Personal Service Contracts

One way Medicaid applicants can legally shelter assets — so
they are not counted as an asset transfer — is to transfer assets
through what are known as personal care contracts. The value
and types of assets paid through this exchange for services are
vague, leaving discretion about what services for payment are ac-
ceptable via asset transfer, up to the counties. Personal care ser-
vices can include, for example, housekeeping, laundry, shopping,
meal preparation, personal hygiene assistance, bookkeeping, so-
cial interactions, and other essential functions.

It is up to the county to determine if a function listed in a per-
sonal care contract is “essential” and if the compensation for this
service is at fair market value. One personal care contract might
pay for a caregiver to provide companionship services such as
conversation or reading activities, while another might pay for
taking the applicant to a medical appointment. The value of these
services can differ among personal care contracts. New York State
refers counties to the US Department of Labor’s Bureau of Labor
Statistics” Occupational Outlook Handbook for general assistance
in evaluating job duties and pay rates.?> However, the counties of-
ten must use their own judgment in determining fair market
value, which can differ based on the economy and the location
where the services are being rendered. They must also determine
what is reasonably exempt from asset transfer penalties in per-
sonal care contracts. Interviews indicated that the value of ser-
vices under personal care contracts can vary among counties,
suggesting that it may be easier to shelter assets via personal care
contracts in some counties compared to others.

Circumstances Surrounding a Transfer

Counties also determine when there might be exceptions for
an asset transfer, and their determinations can differ by county or
even by workers within the same county. A New York State De-
partment of Health administrative directive indicates that “all of
the circumstances of the transfer will be considered as well as fac-
tors such as your age, health and financial situation at the time the



transfer was made.”26 This means counties could consider more or
fewer circumstances of an individual, with much of the determi-
nation presumably being subjective. In fact, one county indicated
its workers sometimes make home visits to better assess the situa-
tion of the applicant or their caregiver(s).

Source of Application

Counties receive Medicaid nursing home applications from a
variety of sources, including from the applicant, the applicant’s
relative(s), a representative of the applicant, Medicaid estate plan-
ning attorneys, hospitals, or nursing homes. When Rockefeller In-
stitute staff asked interviewees where applications came from in
their counties, there was large variation. As shown in Table 2,
some counties indicated they receive a high percentage of applica-
tions from estate planning attorneys, while other counties indi-
cated that very few applications come from attorneys. Ten
counties interviewed for this research revealed that the majority
of applications come from families of persons needing nursing
home care. Officials in only one county said they received most of
their applications from nursing homes.

The source of Medicaid nursing home applications also may
affect the level of scrutiny asset transfers receive. Officials in at
least one county said they are likely to more thoroughly investi-
gate asset transfers in applications that come from Medicaid estate
planning attorneys, because they assume by hiring an attorney the
applicant is trying to hide assets, while other counties indicated
that applications with asset transfers from well-established
Medicaid estate planning attorneys who specialize in Medicaid el-
igibility are scrutinized less, in part because they include more
thorough documentation.

Table 2. Sample of County Rankings of Source of Medicaid Applications for Nursing Home Care

Applicants or
County Families Attorneys Nursing Homes Recipients Other (e.g., hospital)
1 1st (tie) 1st (tie) 2nd (tie) — 2nd (tie)
2 1st 2nd 3rd (tie) 3rd (tie) 3rd (tie)
3 1st 3rd 4th — 2nd
4 1st 3rd 2nd 4th —
5 1st 2nd — — —
6 2nd 1st 3rd — —
7 2nd (tie) 1st 2nd (tie) 2nd (tie) 2nd (tie)
8 1st 2nd 3rd — —
9 1st 2nd 3rd (tie) 3rd (tie) —
10 2nd 3rd 1st — 4th
11 1st 2nd 3rd — —
12 3rd 1st 4th 5th 2nd
13 1st 2nd 3rd (tie) 3rd (tie) —
14 — 1st 2nd — —
15 1st 3rd 2nd — —

are tied for 1st, 2nd, 3rd, etc.

Note: Some counties reported that applications were distributed fairly evenly across sources, which is why rankings within these counties

Source: Rockefeller Institute interviews with county officials




IV. Potential Opportunities for Cost Efficiencies

In addition to learning why there might be variation among
counties, this research also sought to determine if reducing varia-
tion might create more efficiency, and whether there were oppor-
tunities for reducing costs if changes were made to Medicaid
nursing home eligibility policies and processes. Rockefeller Insti-
tute staff determined that there are some ways to potentially re-
duce costs through administrative changes. These changes could
be implemented regardless of whether or not eligibility determi-
nations are made by the state or by counties. Other potential
methods for reducing costs may require changes in Medicaid pol-
icy, either at the federal or state level. This section outlines find-
ings from the research regarding opportunities to reduce costs. A
later section describes which of these changes may have a more
significant impact on cost reductions.

Potential Administrative Changes at the State Level

Change Some Eligibility Processes

In order to simplify the Medicaid application process, the re-
quirement that Medicaid applicants meet face-to-face with
Medicaid eligibility workers was eliminated on April 1, 2010.
With the exception of New York City (which operates a separate
system, and processes Medicaid applications by mail), nearly all
of the counties interviewed for this study were consistent in their
views that the elimination of face-to-face interviews for persons
seeking Medicaid eligibility for nursing home care might initially
increase the amount of staff time required to process applications.
This is because some counties believe it is much more efficient to
speak with Medicaid nursing home applicants in person rather
than over the phone because the process is so involved. In fact,
several counties indicated that after April 1, they would continue
to encourage applicants for nursing home care to meet in person
with county staff.

In a phone conversation nearly two and half months after the
elimination of the face-to-face interview, one county indicated
that it still performs face-to-face interviews for almost all of its
Medicaid nursing home care applications. Only two applications
(one from an attorney in New York City and one from the appli-
cant’s relative in California) had not had a face-to-face interview
in the county since the requirement was removed. Officials in this
particular county believe the face-to-face interview is helpful in
reducing the amount of staff time required to process an applica-
tion, and that nearly everyone who is offered the option still
wants to come in for an interview because they also believe it
makes the process easier. Several counties indicated that the ap-
plication process for nursing home care should be more personal-
ized than other human services, because it often is an emotionally
trying time for applicants and their families. Therefore, it could be
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helpful to have some staff dedicated to assisting consumers with
questions.

Contrary to this view, officials in one county who were inter-
viewed after the April 1 changes took effect indicated that they
thought removal of the face-to-face interview was already im-
proving the efficiency of processing applications. In addition, de-
spite the reluctance of counties to relinquish use of the face-to-face
meetings with Medicaid nursing home applicants, New York City
has been operating a mail-in application system for years and is
able to process applications and assist applicants while still ensur-
ing program integrity.

The fact that New York City has been able to process Medicaid
eligibility documents by mail for many years suggests that certain
parts of the Medicaid long-term care application process, such as
recertifications, could be centralized as a state function. Recerti-
fications would be the easiest to centralize, since enrollees and
counties have already gone through the complicated process of col-
lecting initial paperwork.

Centralizing initial eligibility determinations, however, would
be more difficult. This is because the initial eligibility determina-
tion process is so involved, and at times benefits from the per-
sonal interaction that applicants or their representatives have with
county workers. Counties were divided about whether centraliz-
ing eligibility determinations would reduce costs.

Rockefeller Institute research supports the idea that centraliz-
ing eligibility workers in a single organization could eliminate
some cost — for example, the need to employ 58 different county
Medicaid administrators — and almost certainly reduce some of
the variation among counties. But it could increase administrative
costs because it may take longer for applications to be processed if
workers are not available at the local level to assist applicants.
This study could not assess all these costs and it does not address
certain other issues arising from such a conversion — notably,
questions including employee compensation and loss of local con-
trol.

If the state were to begin centralizing some of the long-term
care eligibility processes, it could do so in phases, carefully assess-
ing each phase. As stated previously, the first phase could be to
centralize redeterminations. The second phase could allow appli-
cants the option of having their application processed centrally,
while still keeping county workers available should extra assis-
tance be required. The state might also consider piloting central-
ization in a few counties (so that all applications in those counties
are processed centrally by staff in Albany). In centralizing eligibil-
ity determinations, the state also could follow New York City’s
example and still retain a limited number of consumer and pro-
vider relations representatives at county offices (who could either
be county or state employees) around the state to help people
needing assistance with the application process.
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Regardless of whether the state decides to centralize certain el-
igibility determination processes, it is worth noting that officials
in at least one county believed that transferring the entire eligibil-
ity process to the state would result in more Medicaid fraud be-
cause the state would have less capacity to detect and investigate
asset transfers, and could not do so “close to the ground.” If the
state moves toward centralization it may want to carefully assess
whether the administrative savings of centralization are more or
less than the savings that might have accrued through closer scru-
tiny of applications at the local level.

Automate Eligibility Processes Whenever Possible

One of the strongest and most consistent recommendations
from counties about how to reduce administrative costs is to auto-
mate more of the eligibility process. Issues with the privacy of
data sharing have precluded counties outside of New York City
from using certain databases to obtain income information on ap-
plicants. All counties indicate that supplemental security income
(SSI) cases are easier because they already contain key resource in-
formation. The boroughs that make up New York City have more
data integration than the rest of the counties, making their job of
obtaining income-related data slightly easier. Ideally, in addition
to income and tax data, counties would like information about ap-
plicants” stocks and bonds, as well as access to Internal Revenue
Service (IRS) 1099 forms.

One county suggested expanding the state’s CentraPort, a
gateway to the Internet and state intranet provided by the New
York State Human Services (NYSHS) intranet to LDSS, to include
tax information that can be accessed by county Medicaid workers.
CentraPort currently provides information and applications from
various state agencies including the Department of Health, De-
partment of Labor, Office of Temporary Disability Assistance, and
the Office of Children and Family Services.?

In instances when an existing state database can provide coun-
ties with applicants” asset information, the counties requested that
the information be provided in a more timely fashion. In particu-
lar, one county suggested more comprehensive automated checks
at eligibility, and the ability to obtain information from the IRS
about applicants. Automating processes is easier said than done,
but it could significantly cut down on the amount of administra-
tive time it takes county workers to process applications.

Improve the Process for Obtaining
Asset Information from Banks

When an applicant applies for Medicaid nursing home care,
most counties send a standard form letter to banks requesting in-
formation on the applicant’s assets — with mixed results. Some
banks are more responsive than others: some may produce the
needed documents in a matter of days, while others may take
months to produce similar documents. Almost every county
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interviewed indicated that one way to save Medicaid administra-
tive costs would be to cut down on the amount of staff time re-
quired to obtain applicants” asset information from banks.

Indeed, cutting down on the amount of time that counties
spend obtaining paperwork from banks could significantly reduce
administrative costs since “nearly two-thirds of a county worker’s
time is spent collecting information from banks.” One county esti-
mated that 80 percent of delays in investigating asset transfers are
because they are unable to obtain information from banks. An-
other county suggested that the state intercede and make it a re-
quirement that banks provide this information to counties within
a certain time frame. Specifically, the county suggested that the
state would benefit from instituting incentives for financial insti-
tutions to more readily respond to agency requests for informa-
tion or documentation.

Automate Data and Scan Documents to Make
Processing Easier for Eligibility Workers

In addition to relying on existing databases to cull information
about applicants, a standard database could be developed to help
county workers keep track of asset transfers. Currently, many of the
counties track asset transfer information on a manual form. A data-
base could be designed in a way to help county workers (or state
workers), to recognize patterns in asset transfers more easily, rely-
ing less upon their individual experience to identify such patterns.
It also could perform calculations for the workers, therefore reduc-
ing the chance for mathematical errors. Finally, scanning eligibility
related documents would ensure that they are readily available to
state workers when needed, and would allow for more efficient
processing of applications than if the applications had to be submit-
ted on paper and input again in an automated format.

Streamline the WMS Coding System

As noted in this research, the coding system for Medicaid is
extremely complex. To reduce variation and potentially stream-
line future administrative costs, the system for coding could be
simplified. Doing so would enable easier analyses of the data, re-
duce the likelihood of variation in how codes are used, and make
it easier for new employees to learn how to use the system. More
frequent training on using the codes would also help decrease
variation. With or without more training, the state could also pro-
vide counties with more guidance about which codes they should
be using under a variety of circumstances. However, reducing the
number of codes in the system and providing such guidance to
counties would require a significant investment of staff time, and
any savings from streamlining the program would take years to
realize. In lieu of revamping the system, further guidance from
the state regarding appropriate coding methods could improve
system integrity and allow for more accurate analysis of the data
in the short term.
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Institute a More Efficient Quality Assurance Process

In most counties, every application for Medicaid nursing
home care that is processed by an eligibility worker must be re-
viewed by a supervisor. Requiring review of 100 percent of appli-
cations may be one way to try to ensure program integrity, but it
is administratively costly. To reduce the amount of staff time re-
quired for reviewing cases without reducing program integrity, at
least three counties have obtained a waiver from the state to
change quality assurance practices. In fact, one county reviews ap-
proximately 6 percent (rather than 100 percent) of applications.
The system is modeled on one that is used for other social services
programs. If such waivers have shown positive results then it
would make sense to expand this process to all counties in order
to reduce administrative costs. If reviews are centralized, a similar
streamlined quality assurance process may also make sense for
the state. A centralized quality assurance process could ensure de-
cisions consistently adhere to program rules and guidance.

Consistency in Policy Enforcement

When cases go to fair hearing, some counties noted that what
the Department of Health indicates in policy may not be consis-
tent with fair hearing determinations. Although decisions from
administrative law judges at fair hearings have no status as
broader legal precedent, counties found that arbitrary enforce-
ment of state administrative policies via fair hearing determina-
tions hindered their ability to consistently enforce eligibility
policies. As one county worker said, “being aggressive with deni-
als doesn’t help [lower costs] because the administrative law
judge often sides with the consumer.” Consistent enforcement of
state policies by administrative law judges who oversee fair hear-
ings could encourage county workers to be more diligent with
challenging questionable asset transfers, therefore potentially re-
ducing costs.

Limit the Number of Fair Hearing Adjournments

Another way to make the overall application process more ef-
ficient is to limit the number of times a case awaiting a fair hear-
ing is adjourned, or limit the number of times an adjournment can
be requested. Cases typically are adjourned at the request of ap-
plicants’ estate attorneys so that they can preserve the date of
their client’s application (and therefore preserve the amount of
time that has passed that counts toward the asset transfer
look-back period). Although at times such adjournments are nec-
essary, too many can waste county administrative staff time and
contribute to delays in processing applications, sometimes result-
ing in applications pending for two-three years. While adjourn-
ments are occasionally done purposefully by attorneys to preserve
the date of application, there may be ways to limit the effect they
have on counties’ staff time used to prepare for fair hearings.
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Allow Quicker Processing of Community Spouse
Income Exemptions to Avoid Fair Hearings

Every time a community spouse requests an increase in
his/her allowable income, the case must go to a fair hearing.?8 Al-
though there is a maximum resources limit, there is an exception
when additional resources are needed to generate income. The
process of determining exemptions requires the LDSS to pay a
worker to prepare a summary and attend the fair hearing, make
sure there is a room available, and pay a fair hearing officer,
which is in many cases just a formality, as the spouse’s request is
usually approved. The process might work better if the county
could simply have a form that could be mailed to the state and the
state could approve or deny the increase rather than going
through a fair hearing. Alternatively, the state could provide the
LDSS with a guideline so the LDSS could approve or deny the in-
crease themselves.

Use WMS System to do Budgets
for the Spousal Worksheet

Allowing WMS to do budgets for individual workers would
reduce the amount of time it takes for staff to complete a spousal
worksheet. This worksheet is complicated, and takes a tremen-
dous amount of staff time to complete. Apparently, such an auto-
mated system may have been used several years ago but the
county recommending this change was unsure why the system
was no longer in place. Similarly, one county recommended that if
this database could also do mathematical calculations, it would
cut down on administrative time and decrease possible errors in
calculating equations relating to spousal income.

Encourage the Use of Deputized and Outreach Workers

Some of the counties interviewed for the research use what
they call “deputized workers” to assist individuals with applying
for Medicaid nursing home care. One way of describing these
workers is “counselors at nonprofit agencies [that] can and often
help clients to complete and submit application forms, offer sub-
sequent follow-up to track the progress of applications, and pro-
vide troubleshooting intervention to avoid denials. As such, these
agencies may be, in effect, “deputized” by the LDSS to assume
some procedural aspects of the application or recertification pro-
cess.”?? “To enable this kind of partnership, personnel at eligibility
offices train deputized organizational staff and volunteers to ver-
ify original documents, make copies, and note or place a stamp on
the original copies that they witnessed completed. Copies of the
documents may then be submitted to eligibility offices in satisfac-
tion of documentation requirements.”30

In some of the larger counties interviewed, deputized workers
are used frequently and were seen as crucial to enabling the
county to process a large amount of applications. One county has
as many as 50-75 deputized workers. Without such programes,



counties would either be overwhelmed with applications, delay-
ing processing times, or they would have to hire more in-house
staff. Hiring more in-house staff could be costly, and many coun-
ties find value in investing the time to train outreach or deputized
workers. Such a recommendation is probably only cost effective in
larger counties with a substantial amount of applications. In addi-
tion to using outreach workers, one larger county found that it
could increase the efficiency of processing applications by using a
“conversion worker.” This is a worker whose sole job is to take
persons who were previously eligible only for Medicaid commu-
nity based long-term care, but not nursing home care, and process
their application for nursing home care.

Separate Community Based Long-Term
Care Cases from Community Medicaid

Only two counties explicitly stated that they do not track their
community based long-term care cases separately from their nurs-
ing home cases. One county stated that they track cases separately
on some reports but not on others (some state reports are inte-
grated). Another county did not state whether or not their cases
are tracked separately, but said they could separate cases by the
worker who processed the application. Of the two counties that
stated that they do not track their cases separately, both said that
the cases could be separated, but one of these counties noted that
it would have to be done manually and that the process would be
time consuming.

In order to track processing times for Medicaid applications,
counties rely upon a state data system, which makes it difficult for
some counties to separate cases by the “type” (i.e., regular
Medicaid, versus community based long-term care Medicaid, ver-
sus nursing home care Medicaid). At least two counties indicated
that it would be helpful if community based long-term care and
nursing home Medicaid cases, including the tracking of applica-
tion processing times, could be more easily separated from regu-
lar Medicaid cases. This would enable counties to be more
accountable and set goals for improving the efficiency of process-
ing nursing home applications, potentially reducing administra-
tive costs. Interestingly, one county used a Six Sigma strategy to
identify how to cut down on the processing time of applications.
The reduction in processing time was an improvement that was
praised by county staff and noted as a significant improvement by
at least one outside party interviewed for this study.

Employ Medicaid Estate Attorneys and Former Eligibility
Workers at the New York State Department of Health

Because the Medicaid application process for nursing home
care is so complicated and questions arise at the county level that
require input from the state, it might to be helpful if the Depart-
ment of Health had staff or contractors with the same type of ex-
pertise as those in the private sector (i.e., Medicaid estate planning



attorneys). Presumably, these attorneys would also be more adept
at knowing when a person may be sheltering assets, as well as
how to locate appropriate documentation more quickly.

Allow Administrative Directives
to be Key Word Searchable

When there is a rule change or regulatory clarification in the
Medicaid program, county offices are informed through what are
known as administrative directives (ADMs). The Department of
Health may issue several such directives every month. County
workers indicated that keeping up with directives can be chal-
lenging and that when questions arise about policies and proce-
dures, it can be difficult to sort through the hundreds of pages of
administrative documents. A searchable database of administra-
tive directives could help orient new eligibility workers more
quickly, and also ensure that all counties (or state workers) can
more easily access and follow guidance provided by the state re-
garding asset transfers. A revision of the Department of Health's
Medicaid Reference Guide, although initially labor intensive,
might also help workers better understand eligibility processing
requirements.

Potential Policy Changes
State Actions

Examine the Pros and Cons of Limiting
the Amount a Spouse Can Refuse

As is currently stated in New York State regulation, “[if] ... a
community spouse fails or refuses to cooperate in providing nec-
essary information about his/her resources ... MA [medical assis-
tance] is denied for the institutionalized spouse because MA
eligibility cannot be determined. However, an institutionalized
spouse will not be determined ineligible for MA in this situation
if; the institutionalized spouse executes an assignment of his/her
right to pursue support from the community spouse in favor of
the social services district and the department, or is unable to exe-
cute such an assignment due to physical or mental impairment;
and to deny assistance would be an undue hardship...”3!

In the course of this research, at least two counties recom-
mended that there be more flexibility in the spousal refusal policy
by allowing the amount that a spouse could refuse to pay to be
capped or limited in some way.

There is no policy that states that a community spouse can re-
fuse to pay for his/her institutionalized spouse without the risk of
being pursued for restitution. The law is that Medicaid coverage
for nursing home care cannot be denied for the institutionalized
spouse if the community spouse refuses to pay, provided that the
institutionalized spouse meets certain criteria (i.e., hardship re-
quirement and assignment of support from community spouse to



the LDSS).32 Consequently, the onus of recouping funds from the
community spouse is entrusted to the LDSS worker, who can refer
the matter to the court.? Recent case law in New York has sup-
ported this recovery mechanism; in 2006 Clement v. Meagher per-
mitted the Nassau County DSS to recover money from the
refusing community spouse. However, this process is expensive
and likely very time consuming for an already overwhelmed
LDSS staff. Additionally, spousal impoverishment laws protect
only some of the community spouse’s income and resources; ex-
cesses are considered accessible for contribution toward the cost
of nursing home care.

Clarify What Services Are Worth
in Personal Care Contracts

New York State defines personal care services as follows: “A
personal service contract, also known as a caregiver agreement, is
a formal written agreement between two or more parties in which
one or more of those parties agree to provide personal and/or
managerial services in exchange for compensation paid by the
party receiving the services.”3> Allowable services deemed “essen-
tial” could include anything from returning phone calls for an el-
derly parent to dog walking. Determining what services are
included in a contract and their worth is complicated. The ques-
tion for policymakers is whether it is good policy to allow an ap-
plicant to have paid a son or daughter a wage to do such things as
pick up mail or walk the dog and then have those assets exempt
from transfer requirements. Some limits on what may be included
in personal care contracts and what those services are worth
seems a reasonable cost control and an area where counties could
use more guidance from the state.

Make Burial Fund Trusts Irrevocable

One way that individuals have legally transferred assets is by
gifting assets to relatives for burial funds. As outlined in Medicaid
law, “at the time of the initial application, the applicant cannot
have more than $1,500 (or $3,000 for a couple) set aside as a burial
fund. If the burial fund contains more than $1,500/%$3,000, the ex-
cess is considered a countable resource.”3¢ One county noticed a
spike in the use of burial funds and determined that a loophole
was being used so that individuals applying for Medicaid nursing
home care could transfer assets to relatives via a burial trust. The
relatives of the applicant would then subsequently use the funds
for other purposes. To prevent the misuse of such a loophole,
burial trusts could be irrevocable, therefore preventing them from
being used as a mechanism to shelter assets.

Broaden the Definition of “Estate” so
Counties Can Collect More Money

“Estate” is defined in the Medicaid Reference Guide as “all
real and personal property and other assets passing under the
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terms of a valid will or by intestacy (intestacy means the deceased
had not made a valid will).” Life insurance is a “contract between
an individual(s) (owner) and an insurance company. The individ-
ual(s) pays premiums to the company that provides the insurance
and the company in return agrees to pay a specified sum to the
designated beneficiary upon the death of the insured.”%” For
SSl-related applicants, life insurance policies are excluded re-
sources if their face values total $1,500 or less. The “face value” of
a policy is the death benefit or maturity amount of the policy, not
including dividends or other special provisions.3 The Deficit Re-
duction Act of 2005, which included several provisions affecting
Medicaid eligibility for skilled nursing facility services currently
allows annuities to be collected by the estate after a nursing home
resident, whose care was paid by Medicaid, has passed away.

One county suggested expanding such collections to life insur-
ance policies over a certain dollar amount. This policy could help
reduce Medicaid costs by allowing the recovery of more estate
money, although it also must be done carefully so as not to take
away what may be owed or needed by a surviving community
spouse.

Potential Federal Actions

Evaluate the Costs and Benefits of an
Extended Look-Back Period

The DRA of 2005 expanded the look-back period for asset
transfers from three to five years. The goal of increasing the
look-back period was to make it more difficult for higher income
individuals to become eligible for Medicaid nursing home care
services. This study did not assess whether this change has de-
creased the percent of applicants who are receiving Medicaid for
nursing home care, but interviews with county officials did reveal
that documenting five years of asset transfers has significantly in-
creased the time it takes for Medicaid staff to collect necessary pa-
perwork and process applications. At the same time, it has
decreased the amount of time Medicaid staff have for in-depth in-
vestigation of questionable transfers.

Interestingly, when asked what changes in the application
process would help improve efficiency, one county responded, “a
shorter look-back period,” and several others noted that the
changes in the DRA of 2005 had significantly increased their
workload, as well as administrative costs. Reducing the asset
transfer look-back period would be contrary to the purpose of the
DRA, yet given the responses of counties, it seems it may be
worth evaluating the costs and benefits of this change.

Make Legal Shelter of Assets More Difficult

Several counties indicated that the DRA, because its rules re-
garding asset transfers are so complicated, has also allowed those
wealthy enough to hire Medicaid estate planning attorneys a clear
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way to legally shelter their assets, while persons with fewer assets
who can’t afford an attorney to help them navigate the process are
often overwhelmed by the confusing rules of the process and the
amount of application paperwork. One way individuals have
sheltered assets is through promissory notes. Although promis-
sory notes have been legal for many years, the Deficit Reduction
Act (DRA) tried to limit their use by classifying them as assets.
However, some interviewees indicated that the stricter rules re-
garding promissory notes have not limited their use, particularly
when people can afford an estate planning attorney to help them
navigate the rules. One county estimated that four-fifths of their
county’s Medicaid nursing home applicants had established
promissory notes with the help of estate planning attorneys.

Although county officials believe that DRA was intended to
decrease Medicaid costs by making eligibility stricter, some be-
lieve it has had the opposite effect and, in fact, has increased
Medicaid costs because of loopholes. As stated by one county
worker, “the process shouldn’t be so complex that people have to
hire lawyers to help them apply.” Eliminating all loopholes, how-
ever, could be difficult. Rather, a better policy approach might be
to encourage people to plan for their long-term care needs, and
promote a reasonable way for individuals to share in the cost of
their long-term care.



V. Priority Areas to Reduce Variation and Costs

This paper reviewed the many potential causes of variation in
denial rates among counties and potential administrative cost effi-
ciencies. Although the analysis initially sought to compare coun-
ties that were similar in some ways (population of persons over
65, total population, and per capita income) but different with re-
spect to their denials, it was determined that the administrative
data did in fact reveal variation in behaviors by counties in the eli-
gibility determination process. However, it could not be deter-
mined precisely how much of the variation in measured denials
across counties was due to real differences in county actions, and
how much was due to differences in coding or other factors. As a
result, the following section prioritizes some of the administrative
cost efficiencies mentioned in this paper and explores how the
state might also reduce the benefit costs of the Medicaid program.

Administrative Costs

A consistent message from all counties interviewed was that the
process for Medicaid nursing home eligibility determinations is in-
credibly complex, and anything that could be done to streamline
the process would likely reduce administrative costs. This would
involve automating and centralizing administrative functions
wherever possible. The state has already addressed streamlining
and centralizing eligibility determinations for non-long-term care
Medicaid populations. It could continue efforts to streamline
long-term care Medicaid by automating eligibility checks via links
with other databases, and streamline nursing home eligibility
redeterminations, since these applications have already gone
through a rigorous initial eligibility determination.

As noted earlier in this paper, another important administra-
tive action the state might take to reduce costs would be ensuring
compliance with its own policies when cases come to fair hearing.
If an eligibility worker’s cases are overturned in fair hearings be-
cause an administrative law judge is not required to follow state
regulation, the eligibility workers may believe that their compli-
ance with state policies will not be supported should they go to
fair hearing, and they may have less motivation to comply with
state policy in the first place, as well as less motivation to chal-
lenge questionable asset transfers in the future. This could ulti-
mately lead to more people inappropriately receiving Medicaid
benefits.

There were also areas where counties indicated that the state
could provide more guidance. Guidance could help reduce varia-
tion, and depending on the type of guidance that the state pro-
vides, there also might be reductions in cost. Areas where
guidance was sought that were mentioned in this paper, include:
what is considered acceptable documentation for asset transfer;
how best to determine the fair market value of property; how to
evaluate personal care contracts; and under what circumstances
different Medicaid eligibility and reason codes should be used.
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Although the state has been working to provide clarification
in some of these areas, more guidance does not necessarily mean
that the counties will follow it, as was evidenced by counties” con-
tinued use of differing dollar amounts to trigger investigation into
an asset transfer. Therefore, it may be just as important for the
state to enforce its directives so they are more consistently ap-
plied. Rigorous enforcement may be especially important in in-
stances where state guidance is specifically targeted at reducing
costs.

Programmatic Costs

In addition to administrative cost controls, and perhaps more
important for overall Medicaid costs, is that fact that Medicaid
benefits represent a much larger cost than administration.
(Medicaid administrative costs are approximately $1.1 billion in
total, while program costs are over $50 billion.) Variation among
counties could be indicative of too many or too few individuals
receiving benefits. The state may therefore benefit from a more ro-
bust quality assurance system that ensures accuracy in eligibility
determinations. Currently, counties review their own eligibility
determinations and then those determinations are randomly re-
viewed by the state.

During interviews with counties, many took pride in the fact
that they were accurate in making eligibility determinations. A
brief Rockefeller Institute analysis of fair hearing data from the
state’s Office of Temporary and Disability Analysis appeared to
support this claim by counties.% If counties are indeed successful
at making correct eligibility determinations, then variation among
counties may have more to do with factors other than approaches
to the eligibility process, such as the use of different codes to indi-
cate a denial.

But even if the state was able to reduce variation through
quality assurance processes, and was diligent in investigating as-
set transfers for the purpose of reducing Medicaid costs, there are
larger policy issues that may impact who are receiving Medicaid
benefits. As the system works right now, individuals who may
have the means to pay for their own nursing home care recognize
that doing so could quickly impoverish them. To avoid impover-
ishment, individuals have three choices: they can find ways to le-
gally shelter some of their assets and qualify for Medicaid; they
can pay for their nursing home costs (and hope they don’t become
impoverished); or they can purchase some type of long-term care
insurance, including public or private insurance.

The least costly of these options for the state is having individ-
uals purchase private insurance. The state might consider chang-
ing the incentives of the current system so that people are not as
motivated to shelter their assets in order to qualify for Medicaid in
the first place. The state might do this by encouraging people to
purchase long-term care insurance. It could do so by implement-
ing methods that have been successful at encouraging people to
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buy regular health insurance. The state might also foster the
growth of public-private long-term care insurance, by building on
the New York State Partnership for Long-Term Care program; or
be prepared to take advantage of recently enacted federal legisla-
tion known as the Community Living Assistance Services and
Supports (CLASS) Act, which will encourage people to set aside
savings for their long-term care needs.
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VI. Implications of Research Findings for State
Assumption of Medicaid Administration and
Medicaid Costs

As noted previously, recently enacted legislation requires the
state health commissioner to develop a plan for state assumption of
administrative responsibilities and costs for the Medicaid program
from local social service districts. The intention behind the legislation
is to “save hundreds of millions in taxpayer dollars by consolidating
operations, reducing costs and establishing statewide uniformity.”
Total administrative costs for Medicaid are approximately $1.1 billion
for 2010-2011. Under the existing division of responsibilities, the total
county contribution toward the administrative component of
Medicaid is expected to be $329.8 million. The remainder of the non
federal share, $221.5 million, will be paid by the state.*! State
policymakers will need to determine whether new efficiencies can re-
duce the cost of the state’s newly assumed responsibilities, whether
other changes in the state-local fiscal relationship may offset some
such costs, and how to pay for any costs that remain.

As the legislation indicates, local employees may be
transitioned to state employees, although it is unclear whether
they would still perform all of the same duties they are currently
performing. It is possible that the responsibility for Medicaid
nursing home eligibility determinations could be shifted from the
local districts to centralized workers in one location in the state,
although this also is unclear.

During interviews with counties, respondents expressed
mixed views about state assumption of county nursing home eli-
gibility determination responsibilities. At least two counties sup-
ported the idea of relinquishing oversight of all aspects of the
long-term care eligibility determination process to the state, with
little, if any, role for workers at the county level. Several other
counties felt strongly that workers at the county level (whether
state or county employees) should continue to have a role in the
eligibility determination process for nursing home care because
the process is so complex. Interviewees expressed that eliminating
a local role could result in more, not less, administrative time for
processing eligibility because applicants for nursing home care
tend to have many more questions and require much more per-
sonal assistance than other Medicaid applicants.

To ensure program integrity, it is reasonable to assume that
there should be consistent application of eligibility rules, docu-
mentation collection, and processes among Medicaid workers.
State assumption of some aspects of the Medicaid long-term care
eligibility process and converting county workers to state workers
could decrease some of the inconsistencies that were discovered
during this research. However, it is not clear whether centraliza-
tion or state assumption of administration would eliminate varia-
tion altogether, since Medicaid rules are interpreted differently by
counties and by different workers within the same county.



It is also worth noting that there is a good chance that any ad-
ministrative efficiencies the state may achieve by converting
county workers to state workers will be offset, at least in part, by
higher compensation costs as county employees become state em-
ployees. (Typically, state workers are compensated more than
county employees.) At the same time, allowing county employees
to become state employees may also eliminate the need for certain
administrative positions, such as numerous county Medicaid di-
rectors. There are many trade-offs the state will have to consider
as it studies how to assume administrative responsibilities from
counties, and it will have to carefully evaluate the costs and sav-
ings of a state takeover.

A few additional issues that the state might want to consider
as it evaluates how to begin assumption of Medicaid administra-
tion include the fact that locally based staff may be more aware of
unusual factors that should be taken into consideration regarding
an individual’s circumstances, such as those surrounding the use
of a personal care contract. Other issues, such as circumstances
surrounding the value of real estate, may also benefit from a local
perspective.

Regardless of whether the state centralizes certain aspects of
the Medicaid eligibility determination process or not, this research
points to the need for additional training for Medicaid staff on is-
sues that cause variation. In particular, training on the use of
WMS codes, the amount of an asset transfer that may require an
investigation, and interpretations surrounding personal care con-
tracts and real estate values, could be helpful in reducing variance
and improving program equity and predictability.
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VII. Conclusion

Few other states have such diffuse structures for administer-
ing and financing their Medicaid programs as New York. This re-
search confirmed that there are many factors that cause program
variation. But perhaps the most telling comment heard from inter-
views for this study was that there is variation even in how work-
ers within the same county approach the eligibility process. This
finding suggests that regardless of whether the state can reduce
variation, it may never be able to eliminate it altogether. In any
case, there is a need for more standardization and policy clarifica-
tion, as well as consistent enforcement of policies whether eligibil-
ity determinations are done locally or by the state.

Although there may be some cost savings from the state as-
suming responsibility for county costs, some of these savings
would take years to realize, and may not yield as much in savings
as the state might anticipate, especially when compared to the
costs of Medicaid benefits. State assumption of administrative re-
sponsibilities for Medicaid nursing home eligibility determina-
tions would not be easy, since counties have long played a pivotal
and hands-on role in this process, as well as a crucial role in help-
ing New Yorkers in need. Yet, this research demonstrates that
there are initial and pragmatic steps the state could take now to
begin the process of centralization, as well as other ways to reduce
costs both through administrative changes and policy changes.
Documenting the savings from administrative and policy changes
also would be important, as it could be politically contentious. But
given the state’s current fiscal crisis, and its growing long-term
debt obligations, there has never been a better time for re-thinking
how the state administers its Medicaid program.
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Appendix A
able A. Summary of Comparisons of Paired Counties
% of Elderly Medicaid
Enrollees Denied Coverage Code(s) That | Other Observations
Nursing Facility Asset Transfer Trigger | Reason Code(s) Used May be Used by About Approach to
Services Due to Asset Amount to Start by Counties to Indicate Counties for Asset Eligibility
County Transfers (1998-2008) Investigation Asset Transfer Transfer Cases Determinations
A 24.2 $2,000* 094, 882, 132, U40, MA20, MA23
094, S20, S22, U20,
B 3.7 $1,000 U32, U40, U59, U514, MA10
us2»
C 1.0 $2,000 U32, Y99 MA10
D 2.1 $1,000** S70, S71, S82, U32 MA23/A

1.1

$1,000

No response

No response

1.3

34.9

$3,000

$500

S71, S82

$82, U20, U21

MA10, MA20

No response

Indicated that they
provide extra scrutiny

0.8

8.2

$1,000

$2,000*

$68, 094, Y99

091, U32, Y77

No response

MAO1**, MA10

1.4

$1,000

C24, C82, 094, YoM

§70, U32, U40, U59,

MA20, MA11

14.5 $8,000 Y994 MA23, MA6
Indicated that use of
MA10, MA20, MA22, | different codes may be
L 0.5 $3,000 070, Y99 MA23 why denial rates
differs
M 6.3 $2,000 S82, U40 MA10, MA20, MA23

MA19, MA20, MA21,

AAA

A*N

A used pre DRA
AN Rarely used (less than 1%)

Used for all long-term care cases including denials for nursing home services
*A  Used when penalty will run out in 2-3 months
Opened under MA20 if applicant/recipient (A/R) previously had MAO6 coverage
Source: Rockefeller Institute interviews with county officials

N 28 $1,000 No response MA11, MA23 Jﬁeﬂﬂﬁiﬁrf?;"ffir'ﬁi
0o 15.5 $1,000 S70, S82, U32 MA10, MA20A*A
P 29.1 $2,000%** S82 No response

* was $500

**  changing to $2,000

***  was $1,500
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Appendix B: Detailed Explanation of WMS Coding

The process for opening and coding an application and deter-
mining medical assistance (MA) status is as follows: When an ap-
plication has been assigned a status (i.e., open, pending, denied,
recertified, etc.) it also is assigned a resource verification indicator
(RVI) code. The RVI codes indicate if, and how far back, the appli-
cant’s resources were verified by the LDSS. For example, an RVI
code of 4 indicates that the applicant’s/recipient’s (A/R’s) re-
sources were verified for the entire look-back period; however,
the applicant made a prohibited transfer of assets during that pe-
riod, so they may still be able to receive Medicaid services other
than nursing home services.

There are four coverage codes, MA10, MA20, MA22, and
MAZ23 that allow applicants to be eligible for all types of commu-
nity-based medical coverage, except nursing home services. The
MA20 and MA22 codes are used when the applicant’s resources
have not been verified. The MA10 and MA23 coverage codes both
indicate that current and past resources of the applicant have been
verified, that the applicant has made a prohibited transaction, and
that the applicant is eligible for all medical assistance except for
nursing facility services.

RVI codes are linked to coverage codes in order to help deter-
mine services for which the applicant is eligible. For example, RVI
3 is linked to the MA20 and MA22 coverage codes and RVI 4 is
linked to the MA10 and MA23 coverage codes. It often is MA cov-
erage code 10 that is assigned to entitle the recipient to all
Medicaid services and supplies except nursing facility services.
Although the Rockefeller Institute’s previous 2009 study used
MAT10 as a proxy for Medicaid skilled nursing facility denials for
reason of asset transfer, the current study revealed that only some
counties use MA10 to grant individuals community-based cover-
age while they wait to become eligible for nursing facility services;
others use MA23 or MA20. One county interviewed for the study
used MA22. Because counties are using different coverage codes
in similar instances, it is difficult to make “apples to apples” de-
nial rate comparisons among counties without additional re-
search.

In addition to using different coverage codes in instances
where a denial has occurred because of asset transfer, counties
may also use different reason codes. The reason codes are used to
explain why a caseworker has made an eligibility decision and to
generate notices for the applicant. Reason codes are not linked in
the same way that the RVI and coverage codes are linked. For ex-
ample, reason code S70 indicates that the applicant will be
granted medical assistance as an institutionalized individual with
limited coverage due to a prohibited transfer during the look-back
period. The reason codes also will determine the content of the
notice that is generated for the applicant in the WMS’ Client No-
tices System (CNS). (Written notices are required by law.#%) There
are hundreds of reason codes, and which reason code a county



uses, even when there is a similar reason for denial, may vary,
making it difficult to use reason code data for comparative analy-
ses. For example, some of the reason codes for denial of asset
transfer listed in the WMS Code Card Index include S68, S69, S70,
S71, and S72.44 These codes are shown in Table B1.

Table B1. Sample of Medicaid Welfare Management System (WMS) Reason Codes
Related to Denials for Asset Transfers

Reason Code Definition

S70 Accept Institutionalized Individual Limited Coverage Due to Prohibited Transfer, No Excess

S71 Accept Institutionalized Individual Limited Coverage Due to Prohibited Transfer Excess Income, Resources and 6
Month Spend-down Met

S82 Accept Community Coverage without LTC
Discontinue Medical Assistance due to Verification of Factors Which Affect Eligibility, Did Not State Unable to Get

u20 )
Information

U21 Discontinue Medical Assistance Due to Verification of Factors Which Affect Eligibility, Unable to Get Information, but
Not a Good Reason

u32 Excess Income

u40 Excess Resources

u59 Excess Income and Resources

Y77 Other — Undercare Case Maintenance

Y99 Other — Manual Notice Required

Source: Rockefeller Institute county interviews and WMS Code Card Index




Counties Interviewed

Albany, Broome, Clinton, Delaware, Dutchess, Greene, Mon-
roe, Onondaga, Orange, Rensselaer, Rockland, Schenectady, Suf-
folk, Tioga, Westchester, Wyoming, and New York City.
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