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Medical Assistance, BadgerCare,
SeniorCare, and Related Programs

Introduction

Title XIX of the federal Social Security Act,
enacted in 1965, established the medical assistance
(MA) program, an entitlement program that funds
health services for certain groups of low-income
individuals. This program, which is commonly
referred to as "Medicaid" or "Title 19," is jointly
financed with state and federal funds and
administered by states within federal guidelines
pertaining to eligibility, scope of services, provider
reimbursement, and administrative operating
procedures. The state's MA program pays health
care providers for a wide range of services they
provide to individuals enrolled in the program.

The program supports the costs of acute and
long-term care services to certain groups of
individuals -- elderly, blind, disabled, children
under the age of 19 and their parents or caretaker
relatives, and pregnant women -- who meet
specified financial and nonfinancial criteria. MA
recipients are entitled to receive covered, medically
necessary services furnished by certified providers.

States receive matching payments from the fed-
eral government to pay for covered services and
program administration. The federal matching rate
for program benefits, or federal financial participa-
tion (FFP) rate, is based on a formula that compares
a state's per capita income to national per capita
income. The FFP rate is recalculated annually. The
minimum federal share for any state is 50%. In fed-
eral fiscal year 2006-07 (the period from October 1,
2006 through September 30, 2007), Wisconsin's FFP
rate is 57.47%. Most administrative costs are
funded on a 50% state/50% federal basis, although
certain types of administrative expenses qualify for
greater federal cost-sharing. Federal law does not

limit the amount of matching funds states can re-
ceive under MA. Consequently, the more funding a
state provides to support the program, the more
federal funding the state receives to partially sup-
port program costs.

Wisconsin's MA program is authorized under
Chapter 49 of the state's statutes and administered
by the Division of Health Care Financing in the
Department of Health and Family Services (DHFS).
DHFS administers the program based on state
statutes, administrative rules promulgated under
HFS 101 to 108 and provisions contained in the
state's MA plan. The state's MA plan provides the
U.S. Department of Health and Human Services
(DHHS) Centers for Medicare and Medicaid
Services (CMS) assurances that the program is
administered in conformity with federal law and
CMS policy. The state plan is amended quarterly to
reflect changes in federal and state law and policy.
All state plan amendments must be reviewed and
approved by CMS.

The state administers several programs under
waivers of federal MA law, including BadgerCare,
Family Care, SeniorCare, and multiple long-term
care home- and community-based waiver pro-
grams. These programs operate under broad
guidelines specified in federal law and under the
terms and conditions of the waiver agreements and
the state MA plan approved by CMS. This fed-
eral/state relationship permits the state to receive
significant federal funding to support these pro-
grams, but also limits the state's options regarding
program eligibility, services, and recipient cost-
sharing. BadgerCare and SeniorCare are budgeted
separately from MA, but Family Care capitation
payments are budgeted in the same appropriations



that support other MA services and are therefore
considered part of the MA budget.

the 2005-07 biennium, by source. These sources
include general purpose revenue (GPR), segregated
revenue (SEG) from the MA trust fund, program
revenue (PR) from various sources that are
discussed in Chapter 5, and federal revenue (FED).

Table 1 summarizes the funding that was
budgeted for MA, BadgerCare, and SeniorCare in

Table 1: Amounts Budgeted for MA, BadgerCare and SeniorCare Benefits, By
Source (2005-07 Biennium)

% of Total
2005-07 Program
2005-06 2006-07 Biennium Funding
Medical Assistance*
GPR $1,298,566,600 $1,726,097,100 $3,024,663,700 34.5%
FED 2,557,713,200 2,662,548,100 5,220,261,300 59.5
PR 19,312,800 19,203,300 38,516,100 0.4
SEG 384,399,300 110,338,200 494,737,500 5.6
Total $4,259,991,900 $4,518,186,700 $8,778,178,600 100.0%
BadgerCare
GPR $62,439,100 $78,131,000 $140,570,100 34.5%
FED 121,320,300 130,861,100 252,181,400 62.0
PR 6,864,700 7,250,900 14,115,600 35
Total $190,624,100 $216,243,000 $406,867,100 100.0%
SeniorCare
GPR $52,090,900 $57,560,700 $109,651,600 36.8%
FED 50,521,300 53,624,100 104,145,400 34.9
PR 40,104,100 44,146,000 84,250,100 28.3
Total $142,716,300 $155,330,800 $298,047,100 100.0%

*Excludes GPR funding that supports MA payments to counties under the Wisconsin

Medicaid cost reporting (WMCR) program.



Federal law requires states to cover certain
groups of individuals under their MA programs
and permits states, at their option, to extend
coverage to other groups of individuals. Elderly,
blind and disabled individuals eligible for
supplemental security income (SSI) benefits and
children for whom foster care or adoption
assistance payments are made under Title IV-E of
the federal Social Security Act are automatically
eligible for MA. Other individuals must meet
certain financial and nonfinancial eligibility criteria
to be eligible.

Federal law defines two broad categories of
individuals who are, or may be, eligible for MA --
categorically needy and medically needy
individuals. Categorically needy MA recipients
include individuals that federal law requires states
to cover under their MA programs and certain
other groups that states may, at their option, cover.

Medically needy MA recipients include some
groups of individuals and families that have more
income and, in some instances, more countable
resources than individuals who are eligible for MA
under the categorically needy groups. The
medically needy group also includes individuals
who become eligible for MA as a result of "spend-
down." Individuals in this group have the same
demographic characteristics as individuals in other
medically needy groups, but do not meet the
medically needy income limit. Individuals in this
group are eligible for MA after they incur medical
expenses equal to the amount that their income
exceeds the medically needy income limit. The
amount these individuals must spend on
qgualifying medical expenses during a six-month
benefit period is called the MA deductible. Once

CHAPTER 1

MEDICAL ASSISTANCE ELIGIBILITY

the deductible has been met, these individuals are
eligible for MA reimbursement of covered services
for the remainder of a six-month benefit period.

In some states, categorically needy recipients
receive a broader range of benefits than do
medically needy recipients. However, in
Wisconsin, medically needy MA recipients receive
the same benefits as categorically needy recipients.
Therefore, the distinction between medically and
categorically needy recipients is less important in
Wisconsin than in other states.

Although MA is a means-tested program, some
groups of low-income individuals are not eligible
for coverage. Generally, only pregnant women,
children, and their parents and caretaker relatives,
and individuals who are elderly, blind, or disabled
may be eligible for MA. Individuals who do not
meet these qualifications, such as childless, non-
elderly adults who are not disabled, cannot qualify,
no matter how little income they have, unless they
have certain health conditions, such as tuberculo-
sis, breast, cancer, or cervical cancer. Further, be-
cause different income and asset eligibility stan-
dards apply to individuals based on their age,
pregnancy and disability status, some individuals
in a family may qualify for MA coverage, while
others in the family may not.

The MA program has numerous eligibility
requirements. Certain expenses, such as child care,
are deducted from household income as part of the
eligibility determination. Additionally, other types
of income, such as W.isconsin Works (W-2)
payments, kinship care payments, and a portion of
child support payments, may not be counted when
determining a family's income. The information



provided in this paper is intended to generally
describe each eligibility category, rather than to
describe all of the criteria the state uses to
determine eligibility.

Eligibility for Families with Dependent Children
and Pregnant Women

This section describes general eligibility criteria
for Wisconsin's MA program for families with
dependent children and pregnant women. For
many groups, the income eligibility criteria are
based on a percentage of the federal poverty level
(FPL). Table 2 shows the FPL for 2006, which is
based on the number of individuals in a family.

Table 2: 2006 Federal Poverty Level

Family Monthly
Size Income

$817
1,100
1,383
1,667
1,950
2,233

o O WN B

AFDC and AFDC-Related Groups. Families
with dependent children are eligible for MA if they
meet certain requirements related to the state's
former aid to families with dependent children
(AFDC) program, based on the requirements of
that program that were in effect on July 16, 1996.
Families eligible for AFDC and AFDC-related MA
meet the same demographic standards for
eligibility, but must meet different financial
eligibility standards.

Generally, to be eligible for MA under the
AFDC criteria, a family would have gross income
below a certain level and net income at or below an
amount equivalent to the AFDC payment levels in
effect on July 16, 1996.

Under the AFDC-related criteria, there is no

limit for gross income, but families have to have
net income at or below the AFDC assistance
standard. The assistance standard is higher than
the AFDC payment levels. Table 3 identifies the
AFDC payment levels and assistance standards
that were in effect on July 16, 1996, for urban
counties. The payment levels and assistance
standards for rural counties are somewhat less.

Table 3: AFDC Payment Levels and Assistance
Standard as of July 16, 1996 for Urban Counties
Monthly Monthly
Payment Level Assistance Standard
Family % of the % of the
Size Amount 2006 FPL Amount 2006 FPL
1 $249 30.5% $311 38.1%
2 440 40.0 550 50.0
3 518 374 647 46.8
4 618 37.1 772 46.3
5 708 36.3 886 45.4
6 766 34.3 958 42.9

Because the AFDC and AFDC-related income
criteria are based on the payment levels and
assistance standards in place at a point in time, this
criteria represents a smaller percentage of the
federal poverty level every year, since the federal
poverty level increases annually, based on
inflation.

Another difference between the AFDC and
AFDC-related criteria reflects the deductions
available under each set of criteria. To determine
net income under MA, families are allowed a
number of deductions from gross income,
including a deduction of $90 per month from
earned income for work expenses and a deduction
for dependent care costs (up to $175 per month or
$200 per month, depending on the age of the
dependent). Additionally, under the AFDC criteria,
a family's net income reflects a deduction of $30
per month of earned income and one-third of any
additional earned income, in addition to the $90
deduction for work expenses. This deduction is not
available however, for determining eligibility
under the AFDC-related criteria.



In addition, Wisconsin's MA program provides
coverage to certain individuals that meet criteria
related to the income requirements under the
state's AFDC plan. These individuals include:

e  Certain individuals in families that do not
meet the AFDC assistance standard, but would
have met the standard, except for certain
circumstances;

«  Children residing in licensed foster homes
or group foster homes;

e Children for whom adoption assistance
agreements are in effect and children adopted
under state-established agreements;

«  Children residing with relatives for whom
kinship care payments are made;

<  Children whose parents are eligible for SSI
caretaker supplement payments;

= Relative caretakers, if the children are not
temporarily absent and the children are considered
deprived,;

«  Certain pregnant women; and

e Certain children residing in medical
institutions, nursing facilities, psychiatric facilities
or intermediate care facilities for the mentally
retarded (ICFs-MR).

As of September, 2006, there were
approximately 251,100 individuals enrolled in MA
under AFDC and AFDC-related eligibility criteria.
Counties redetermine MA eligibility for families
with dependent children, pregnant mothers and
children every 12 months.

Healthy Start. Beginning in the 1980s, several
changes to federal law expanded MA coverage to
more groups of low-income pregnant women and
children. In Wisconsin, these expansions became
known as "Healthy Start." Under the Healthy Start
criteria, MA covers pregnant women and children

who are less than six years of age in families with
countable income that does not exceed 185% of the
FPL. Children ages six through 19 years old are
eligible if the family's income is no more than 100%
of the FPL. Generally, the parents of these children
are not eligible for MA.

As of September, 2006, there were
approximately 149,100 children and pregnant
women enrolled in MA under the Healthy Start
criteria.

Spend-Down for Children and Pregnant
Women. Individuals eligible for MA under the
spend-down provision meet the demographic
criteria of other MA-covered groups, but their
income exceeds the limits that would otherwise
apply. The following groups of low-income women
and children are eligible for MA coverage under
the spend-down provision:

< Any child under 18 years of age;

< An individual under the age of 21 who
resides in an intermediate care facility, a skilled
nursing facility or inpatient psychiatric hospital;
and

= A pregnant woman (eligibility continues to
the last day of the month in which the 60" day after
the last day of the pregnancy falls).

Under the spend-down provision, a person can
become eligible for MA after incurring medical
expenses during a six-month period in an amount
that equals the amount his or her income is above
the medically needy income limits established by
the state. In this way, the spenddown provision
offers protection against catastrophic medical costs.
As of September 2006, there were approximately
207 individuals in the low-income family group
who qualified for MA by meeting the spend-down
requirement.

Presumptive Eligibility for Pregnant Women.
A period of "presumptive eligibility” is available
for pregnant women to ensure they have access to
prenatal care. This period begins on the day on



which a qualified provider determines, on the basis
of preliminary information, that the household
income of the woman meets MA eligibility criteria.
This period ends when the woman is determined
to be ineligible for MA, if she applies for MA or, if
the woman fails to apply for MA, the last day of
the month following the month in which the
determination of presumptive eligibility is made,
whichever is earlier. As of September, 2006
approximately 4,000 women were eligible for MA
under a presumptive eligibility determination.

Even if a woman is initially determined to be
eligible for MA as a result of a presumptive
eligibility determination and is later found to have
been ineligible for MA at the time she received
services, the state's MA program pays the provider
for services rendered to the woman during the
period of presumptive eligibility.

Transitional Eligibility. Federal law requires
states to extend MA eligibility for certain
individuals and families for specified periods.
Families that would have lost eligibility for AFDC
because of a change in income they earn from
employment can remain eligible for up to twelve
months based on certain conditions. Families who
would have lost AFDC eligibility because their
child or family support payments increase can
remain eligible for four months under certain
conditions. A pregnant woman remains MA
eligible through the month in which the 60" day
after her pregnancy falls, regardless of a change in
household income. Additionally, an infant can
remain eligible for MA for up to one year if the
infant's mother was eligible for MA on the date the
infant was born. As of September, 2006,
approximately 68,800 individuals were enrolled in
MA under transitional eligibility criteria.
Eligibility for Blind and Disabled
Individuals

Elderly,

SSI Recipients. States must provide MA
coverage to all individuals who receive federally-
funded cash assistance under supplemental

security income (SSI). However, states may
establish more restrictive eligibility standards than
the SSI standard if they were using those standards
on January 1, 1972. States that have chosen this
option must allow applicants to "spend down" to
the state's MA income standard. States that choose
to impose more restrictive standards are referred to
"section 209(b)" states. Wisconsin is not one of
these states.

States may supplement federal SSI payments
with state funds. However, the federal requirement
to provide MA to SSI recipients only applies to
those individuals who qualify for the federal SSI
payment and only to those individuals who
actually receive an SSI payment. In calendar year
2006, the federal income limit for SSI is $603.00 per
month for an individual and $904.00 per month for
a couple. (These limits apply after income is
adjusted to reflect certain deductions and
exemptions.) Except for section 209(b) states, states'
MA programs must cover elderly and disabled
individuals and couples with incomes below these
limits who actually receive an SSI payment. States
may provide MA coverage to individuals who
receive a state-only supplemental payment and to
individuals who are eligible for a SSI payment but
do not receive a payment. Wisconsin's MA
program covers both of these optional groups. In
calendar year 2006, elderly and disabled
individuals with countable income below $686.78
per month and couples with countable income
below $1,036.05 per month were eligible for MA.

States must also continue MA coverage for
several groups of individuals who previously were
eligible for SSI. For instance, states must provide
MA coverage to certain disabled individuals who
have returned to work and have lost eligibility for
SSI as a result of employment earnings, but still
have the condition that originally rendered them
disabled and meet all non-disability criteria for SSI
except income. States must continue to provide
MA coverage to such an individual if he or she
needs MA coverage to continue employment and
the individual’s earnings are not sufficient to



provide the equivalent of SSI, MA and attendant
care benefits the individual would qualify for in
the absence of earnings.

States must also continue MA coverage for in-
dividuals who were once eligible for both SSI and
Social Security payments and who are no longer
eligible for SSI because of certain cost of living ad-
justments in their Social Security benefits. Under
federal regulations, states are required to disregard
the cost of living adjustment when considering MA
eligibility. Similar MA continuations have been
provided for certain other individuals who become
ineligible for SSI due to eligibility for, or increases
in, Social Security or veterans’ benefits. Finally,
states must maintain MA coverage for certain SSI-
related groups who received benefits in 1973, in-
cluding individuals who care for disabled indi-
viduals. In September, 2006, approximately 109,300
individuals were enrolled in MA under SSI and
SSl-related eligibility criteria.

Low-Income Medicare Beneficiaries. States
must provide limited MA coverage for several
groups of Medicare beneficiaries: (1) qualified
Medicare beneficiaries (QMBs); and (2) specified
low-income Medicare beneficiaries (SLMBs and
SLMBs+).

QMBs are individuals who are entitled to
Medicare hospital insurance benefits (Medicare
Part A) whose income does not exceed 100% of the
FPL, and whose resources do not exceed twice the
SSI resource limit ($4,000 for an individual and
$6,000 for a couple). This group includes elderly
individuals who are not automatically entitled to
Part A coverage, but who are eligible to buy Part A
coverage by paying a monthly premium. Working
disabled individuals who have exhausted Part A
entitlement but who have extended their coverage
by paying a monthly premium are not included in
this group.

For QMBs, MA reimburses any required
Medicare premium, coinsurance and deductibles
for both Part A (hospital and nursing home
insurance) and Part B (physician and other

outpatient services) coverage.

For coinsurance, providers are reimbursed the
lesser of: (a) the MA maximum fee, less the Medi-
care payment; or (b) the Medicare coinsurance. For
example, if the Medicare allowable charge is $100,
the MA maximum fee is $90, the coinsurance
amount is $20, and Medicare actually pays $80,
then MA pays $10 ($90 - $80). If, on the other hand,
the MA maximum fee is $110, MA pays the $20
coinsurance and not the difference between the
maximum fee and the Medicare payment ($110 -
$80 = $30).

QMBs pay copayments normally required of
other MA beneficiaries. Providers are required to
accept the MA payment and the QMB's copayment
(if any) as payment in full. As of September, 2006,
3,272 individuals were enrolled in MA under the
QMB criteria. States have the option to provide full
MA benefits, rather than just Medicare premiums
and cost-sharing, to QMBs who meet a state-
established income standard that is no higher than
100% of the FPL. Wisconsin does not use this
option.

A more limited MA benefit is provided to
SLMBs and SLMBs+. States are required to pay the
Medicare Part B premium for individuals who
otherwise meet the QMB requirements but have
income between 100% and 120% of the FPL
(SLMBs) or have income between 120% and 135%
of the FPL (SLMBs+). No other premiums,
deductibles or copayments are paid for individuals
in this group. As of September, 2006, there were
4,200 individuals enrolled in MA under the SLMB
and SLMB-+ criteria.

Medically Needy. Elderly and disabled
individuals with income or assets that exceed the
categorically needy standards may be eligible for
medically needy coverage under MA. Under
federal law, medically needy income and asset
standards must be reasonable, based on family
size, and uniform for all covered groups.

Wisconsin offers MA coverage to medically



needy individuals, but the income standards for
the elderly and disabled are, in most cases, lower
than the standards for categorically needy
individuals. In calendar year 2006, the medically
needy monthly income standard is $591.67 for
individuals and couples, while the categorically
needy monthly income standard is $686.78 for
individuals and $1,036.05 for couples.

The medically needy income standard is tied to
the AFDC payment standard and has not increased
for individuals since 2000 and for couples since
1997. The categorically needy income standard,
however, is tied to the SSI payment level and is
increased annually to reflect inflation. Under fed-
eral law, states have the option of increasing their
AFDC standard by the increase in the consumer
price index since July 16, 1996. Since, in Wisconsin,
the AFDC payment standard is not increased an-
nually to reflect inflation, while the SSI payment
levels are, the difference between these two income
eligibility standards increases annually.

In order to qualify for MA benefits under the
medically needy income standard, an individual is
required to "spend down" to the medically needy
income and asset limits by incurring sufficient
medical expenses to reduce his or her income to the
maximum amount allowed under the state's MA
plan. Countable assets may not exceed $2,000 for
an individual and $3,000 for a couple in 2006. As of
September, 2006, 6,235 elderly and disabled
individuals were enrolled in MA under this spend
down option.

Because of the high cost of care in nursing
homes, many elderly and disabled individuals who
require nursing home care use the medically needy
option. States may, at their option, exclude nursing
home care from coverage under the medically
needy program. However, Wisconsin does not
exercise this option.

Institutional Resident and Community Waiv-
ers Special Income Limit. Under federal law,
states may provide MA coverage to residents of

institutional facilities and participants in the com-
munity-based waiver programs under a special
institutional income rule. This rule permits indi-
viduals who are not categorically eligible for SSI
and have income between 100% and 300% of the
maximum monthly federal SSI payment amount
($603 per month in 2006) to be automatically eligi-
ble for MA coverage without "spending down" to
the medically needy standards. Wisconsin pro-
vides coverage at the maximum of 300% of the
monthly SSI payment level ($1,809 per month in
2006).

MA recipients who qualify for institutional care
or care under a community-based waiver program
under the special income limit or the medically
needy standard must use any income in excess of
allowable deductions for the costs of their care. Al-
lowable deductions under the special institutional
income rule include: (a) for institutionalized enrol-
lees, $45 per month, and between $783 and $1,809
per month in 2006 for community-based waiver
recipients as a personal maintenance allowance; (b)
a transfer of income to a spouse that is the lesser of
$2,488.50 or $2,200 plus an excess shelter allowance
and a transfer of $550 for each dependent family
member living in the community; and (c) medical
costs not covered by MA.

If a state provides MA benefits to individuals
eligible under this special income rule and does not
extend coverage to the medically needy, then
federal law requires the state to allow individuals
to establish a "Miller" or "qualifying income trust"
to obtain eligibility for nursing home care. A Miller
trust: (a) is comprised of only pension, social
security, and certain other income to the
individual; and (b) stipulates that the state will
receive reimbursement from the trust up to the
amounts paid on behalf of the individual under
MA when the individual passes away. Miller trusts
are excluded for the purposes of determining MA
eligibility, but may be counted as an available
resource under SSI or other cash assistance rules.
Since Wisconsin provides coverage to individuals
both under the special income limit and under the



medically needy standard, provisions regarding
Miller trusts are not applicable in Wisconsin.

Federal rules also allow states to provide MA
coverage to certain individuals who need the level
of care provided by an institution and would be
eligible for MA benefits if they received care in an
institution. For example, states may provide MA
benefits to individuals who receive hospice bene-
fits in lieu of institutional services and individuals
of any age who are ventilator-dependent. In addi-
tion, children with special medical needs who live
at home may be eligible for MA benefits under the
"Katie Beckett" provision.

The Katie Beckett Provision. Historically,
federal MA income and resource guidelines
presented eligibility barriers for disabled children
who could be provided needed care in their homes.
In the past, if a child under the age of 21 was living
at home, the income and resources of the child's
parents were automatically considered available
for medical expenses for the child. However, if a
child was institutionalized for longer than a month,
the child was no longer considered to be a member
of the parent's household and only the child's own
financial resources were considered available for
medical expenses. The child was then able to
qualify for MA.

These restrictions created a situation where
children would remain institutionalized even
though their medical care could be provided at
home. In 1982, federal MA law was modified to
incorporate the "Katie Beckett provision" after Ka-
tie Beckett, a ventilator-dependent institutionalized
child, was unable to receive care in her home, not
because of medical reasons but because she would
have lost her MA coverage.

This provision permits states to extend MA
coverage to disabled children under the age of 18
who: (1) would be eligible for MA if they were in a
hospital, nursing facility or intermediate care facil-
ity for the mentally retarded (ICF-MR); (2) require
a level of care typically provided in a hospital,
skilled nursing facility or ICF-MR; (3) can appro-

priately receive care outside of a facility; and (4)
can receive care outside of an institution that costs
no more than the estimated cost of institutional
care. Unlike certain other MA recipients, the fami-
lies of the children eligible under the Katie Beckett
provision are not subject to copayment or deducti-
ble requirements.

As of the end of September, 2006, 5,087 children
in Wisconsin qualified for MA under the Katie
Beckett provision.

MA Purchase Plan. 1999 W.isconsin Act 9
created a new option provided under federal MA
law to extend MA coverage to certain working,
disabled persons. The goal of this program, known
as the "MA purchase plan" (MAPP), is to remove
financial disincentives to work. The MA purchase
plan provides enrollees the opportunity to earn
more income without the risk of losing MA-funded
health care coverage. This plan also allows an
individual to accumulate savings from earned
income in an independence account to increase the
rewards from working.

An individual is eligible to participate in the
MA purchase plan if: () the individual's family
income, excluding income that is excluded under
federal SSI rules, is less than 250% of the FPL
($2,041.67 per month for an individual and $2,750
per month for a two-person family in 2006); (b) the
individual's countable assets under MA financial
eligibility rules do not exceed $15,000; (c) the
individual has a disability, under SSI standards
(disregarding one's ability to work); (d) the
individual is engaged in gainful employment or is
participating in a training program that is certified
by DHFS; and (e) the individual is at least 18 years
old. As of September, 2006, 10,351 individuals were
enrolled in MA under MAPP.

Individuals enrolled in MAPP pay a monthly
premium if their gross monthly income, before
deductions or exclusions, exceeds 150% of the FPL
($1,225 for an individual in 2006).

The premium consists of two parts, reflecting



different rates for unearned and earned income.
The part of the premium based on unearned
income equals 100% of unearned income that is in
excess of the sum of: (a) standard living allowance
($706 per month in calendar year 2006); (b)
impairment-related work expenses; and (c) out-of-
pocket medical and remedial expenses. The part of
the premium based on earned income is equal to
3% of earned income, except that if the deductions
for unearned income exceed unearned income, any
remaining deductions can be applied to earned
income before the 3% premium rate is applied.

Other Eligible Groups

Family Planning Services for Certain Women.
The family planning waiver project provides MA
family planning services to women, ages 15
through 44, who have income at or below 185% of
the FPL and are not otherwise eligible for MA or
BadgerCare.

Even though the women enrolled in the project
are considered MA recipients, they do not receive
MA benefits other than family planning services.
Services funded under the waiver include office
visits, limited laboratory services, sterilization and
contraceptive devices, pharmaceutical supplies,
transportation services and certain medical ser-
vices, such as minor gynecologic procedures and
treatment of sexually transmitted diseases. These
services are available to women only in conjunc-
tion with contraceptive management services.

Under the terms of the waiver, a period of pre-
sumptive eligibility is available for women to en-
sure they have access to family planning services.
This period begins on the day on which a qualified
provider determines, on the basis of preliminary
information, that the household income of the
woman meets the eligibility criteria under the
waiver. This period ends when the woman is de-
termined to be ineligible for MA, if she applies for
MA or, if the woman fails to apply for MA, the last
day of the second month following the month in
which the determination of presumptive eligibility
is made, whichever is earlier.
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As of September, 2006, there were approxi-
mately 56,400 women enrolled in the waiver.

Women Diagnosed with Breast or Cervical
Cancer. Any woman under the age of 65 who: (a)
has been screened for breast or cervical cancer un-
der an early detection program authorized under
the breast and cervical cancers preventive health
grant from the U.S. Centers for Disease Control
and Prevention (known as the well woman pro-
gram in Wisconsin), and effective July 1, 2004, any
woman, ages 15 through 44, screened through the
family planning waiver; (b) is diagnosed with
breast or cervical cancer, or a precancerous condi-
tion of the cervix and requires treatment for breast
or cervical cancer or precancerous conditions of the
breast or cervix; and (c) is not eligible for creditable
health care coverage, as defined by federal law, is
elligible for MA services.

Eligible women must be referred through ei-
ther: (a) the well-woman program, which limits
eligibility to women ages 44 through 65 with
household income that does not exceed 250% of the
FPL; or (b) the family planning waiver, which lim-
its eligibility to women ages 15 through 44, with
income that does not exceed 185% of the FPL.
Therefore, the age and income requirements for the
well-woman program and the family planning
waiver program apply to this group of MA recipi-
ents. A woman can be determined presumptively
eligible for MA under criteria similar to the criteria
for determining presumptive eligibility for preg-
nant women.

The option to cover these women under MA
was first available to states under the federal Breast
and Cervical Cancer Prevention and Treatment Act
of 2000 (P.L. 106-354).

As of September, 2006, there were
approximately 300 women enrolled in MA as a
result of a diagnosis of breast or cervical cancer.

People with Tuberculosis. People who have
tuberculosis and who meet the income and re-
source eligibility requirements for SSI are eligible



for some MA-covered services. For these individu-
als, MA coverage is limited to: (a) prescription
drugs; (b) physician services; (c) laboratory and x-
ray services; (d) clinic services; () case manage-
ment services; (f) services designed to encourage
individuals to take their medications; and (g) ser-
vices that are necessary as a result of side effects of
medications prescribed to treat tuberculosis. As of
September, 2006, there were 200 individuals en-
rolled in MA under these criteria.

Table 4 describes, by eligibility group, the
different income and asset qualifications an
individual must meet to receive benefits under
Wisconsin's MA program in the 2006 calendar
year. The income and asset limits shown in the
table reflect countable income and assets.

Additional Requirements Affecting Eligibility

An individual's eligibility for MA can be
affected by factors other than the individual's age,
medical condition and financial status, as described
in the following section.

Spousal Impoverishment. Spousal impover-
ishment protections refer to features of the MA
program that affect legally married couples where
one spouse receives certain long-term care services
(the institutionalized spouse) while the other does
not reside in a nursing home or medical institution
(the community spouse). The protections allow a
portion of the couple's income and assets to be re-
tained for the community spouse. The institutional-
ized spouse can be receiving long-term services
either in a nursing home or through a community-
based MA waiver program, such as the community
options waiver program. The spousal impoverish-
ment protections are the same in both cases.

Asset Limit. When a married person enters a
nursing home or a community-based, long-term

care program, the county social services or human
services department will, upon request, conduct an
assessment of the couple's combined total assets.
Countable assets include items owned by either
spouse but exclude the couple's home, one vehicle,
assets related to burial (including insurance, trusts,
funds or plots), household furnishings and
clothing or other personal items.

The amount of assets protected for the
community spouse is calculated based on the
amount of assets the couple has at the time of
initial institutionalization or request for home- and
community-based waiver benefits. Federal law
allows states discretion in establishing the asset
protection level within maximum and minimum
limits ($19,908 to $99,540 in calendar year 2006).
Both federal limits are adjusted annually, based on
changes in the consumer price index.

Within these federally-established limits, each
state may determine the amount of assets that the
community spouse may retain. Wisconsin has set
its level in the mid-range of these limits.
Wisconsin's spousal asset protection level is the
greater of: (a) $50,000; or (b) 50% of the couple's
resources, up to the federal maximum. As required
by federal law, the state asset limits may be
adjusted on a case-by-case basis by a fair hearing or
court order based on the couple's circumstances.

In addition to the assets protected for the
community spouse, the institutionalized spouse
may retain $2,000 of assets. Any countable assets in
excess of these protected amounts must be
expended before the institutionalized spouse can
become eligible for MA. These assets may be used
to pay for long-term care services or for other
purposes, such as home repair or improvements,
vehicle repair or replacement, clothing or other
household expenses.
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Table 4: Income Eligibility Criteria for MA by Group and Eligibility Category (Calendar Year 2006)

FAMILIES, WOMEN AND CHILDREN

CATEGORICALLY NEEDY

AFDC AFDC-RELATED HEALTHY START HEALTHY START
Pregnant Women and Children Ages Six
= People in families with =People in families with Children Under Age Six Through Eighteen
dependent children that dependent children whose
would qualify for AFDC, net income is no greater = Pregnant  women  and | < Children between the
based on the payment than the AFDC assistance children up to age six in ages of six and 19 in
levels in effect in July 16, standard in effect on July families with income up to families with income up
1996, if AFDC still existed. 16, 1996. 133% of the FPL. to 100% of the FPL.
= Other AFDC-related
groups.
Maximum Income Maximum Income ) Maximum Income Maximum  Income
Family Monthly  asa % of Family Monthly  asa % of Family Monthly as a % of Family Monthly asa % of
Size Net Income* 2006 FPL Size Net Income* 2006 FPL Size Income 2006 FPL Size Income 2006 FPL
1 $249 30.5% 1 $311 38.1% 1 $1,086 133% 1 $817 100%
2 440 40.0 2 550 50.0 2 1,463 133 2 1,100 100
3 518 374 3 647 46.8 3 1,840 133 3 1,383 100
4 618 37.1 4 772 46.3 4 2,217 133 4 1,667 100
5 708 36.3 5 886 454 5 2,594 133 5 1,950 100
6 766 34.3 6 958 429 6 2,970 133 6 2,233 100
* Urban counties. A slightly lower * Urban counties. A slightly lower
standard applies in rural counties. standard applies in rural counties.
MEDICALLY NEEDY
AFDC-RELATED HEALTHY START

= Children in families that meet AFDC demographic criteria
and the income standards below.

= Children and pregnant women in families that meet AFDC
demographic criteria and incur medical expenses during a
six-month period, resulting in a "spenddown" to the income
standards below.

Maximum Income

Family Monthly asa % of
Size Income 2006 FPL
1 $592 72.5%

2 592 53.8

3 689 49.8

4 823 494

5 944 48.4

6 1,021 457

Pregnant Women and Chi

= Pregnant women, infants and

Idren Under Age Six

children up to age six in

families that have income above the categorically needy
income standard, but no more than 185 % of the FPL.

= Pregnant women, infants and

children up to age six in

families that have income above 185% of the FPL, but
"spend down" to 185% of the FPL.

Maximum Income
Family Monthly as a % of
Size Income 2006 FPL
1 $1,511 185%
2 2,035 185
3 2,559 185
4 3,083 185
5 3,607 185
6 4,131 185

Note: Income levels are those in effect as of January 1, 2006, and federal poverty levels for the 2006 calendar year. The federal poverty level is updated annually
in mid-February. There are not asset limits for individuals to qualify under these eligibility categories.
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Table 4: Income and Asset Eligibility Criteria for MA by Group and Eligibility Category (Calendar Year 2006)

(continued)

ELDERLY, BLIND AND DISABLED INDIVIDUALS AND COUPLES

CATEGORICALLY NEEDY

e People who meet eligibility requirements for the
supplemental security income (SSI) program, including: (a)
people who are over age 65; (b) people who are totally and
permanently disabled; and (c) people who are totally and
permanently blind.

MEDICALLY NEEDY

= People who meet the demographic eligibility criteria for the
elderly, blind and disabled group who incur medical
expenses, resulting in their "spending down" to medically
needy asset and income criteria.

Family Asset Maximum Monthly Income
. . Size Limit Monthly Income  as a % of 2006 FPL
Family  Asset Maximum Monthly Income
Size Limit Monthly Income  as % of 2006 FPL 1 $2,000 $592 72%
2 3,000 592 54
1 $2,000 $687" 84%
2 3,000 1,036° 94
! Assumes that person has actual shelter costs of at least $201.
? Assumes that the family has actual shelter costs of at least $301.
COMMUNITY SPOUSE PROTECTED MEDICARE

INCOME AND RESOURCES

= A community spouse of an institutionalized MA-eligible person may
retain a certain amount of monthly income and assets that do not have
to be used towards the care costs for the institutionalized individual.
The spousal asset protection level is the greater of (a) $50,000; or (b)
50% of the couple's resource, up to the federal maximum of $99,540.
(The federal minimum spousal asset share amount is $19,908.) In each
case, the institutionalized spouse may retain $2,000 in assets. In
addition to the assets retained by the community spouse, part of the
institutional spouse's income may be transferred to the community
spouse to provide income for the community spouse and any
dependents living with the community spouse (an additional $550 per
month for each qualifying dependent).

Family  Asset Maximum Monthly Income as
Size Limit Monthly Income % of 2006 FPL
2 See Text $2,489 226%

BENEFICIARIES

= Individuals entitled to Medicare hospital insurance benefits under
Part A.

= MA pays some or all of the following for Medicare Part A and Part B
services: (1) Medicare premiums; (2) coinsurance; and (3) deductibles.

Maximum
Asset Limit Monthly Income
Type Indiv. Couple Indiv. Couple Benefits Paid
QMB $4,000 $6,000 $817 $1,100  All Medicare
premiums, coinsurance
and deductibles.
SLMB $4,000 $6,000 $980 $1,320  Part B premium.
SLMB+ $4,000 $6,000 $1,103 $1,485  Part B premium.

SPECIAL INCOME LIMIT

Individuals who are not categorically eligible for MA with income
between 100 and 300% of the monthly federal SSI payment level and
who are residents of institutional facilities or participating in a
community-based waiver program.

Enrollees are allowed to retain $45 per month if institutionalized or
between $817 and $1,809 per month if participating in a community-
based waiver program in addition to the community spouse income
and resource protections described above.

Family Asset Maximum Monthly Income
Size Limit Monthly Income as a % of 2006 FPL
1 $2,000 $1,809 220%

MA PURCHASE PLAN
« Disabled adults who are working or enrolled in a certified job
counseling program with income up to 250% of the FPL and assets
below $15,000.

= All services under MA are covered, but a premium is charged for
enrollees with income that exceeds 150% of the FPL.

Monthly Income

Family Maximum as a % of
Size Asset Limit Monthly Income 2006 FPL
1 $15,000 $2,042 250%

2 15,000 2,750 250

Note: Income and asset limits are applied after various exclusions and deductions. The elderly and disabled groups benefit from an earned income
exclusion equal to the first $65 plus one-half of earned income over $65, which is not available to families with dependent children.
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The following example illustrates how the asset
test is currently applied in Wisconsin. A couple's
combined countable resources at the beginning of
the initial period of continuous institutionalization
is $120,000. The spousal share, which is equal to
one-half of the couple's countable resources, is
$60,000. After a period of time, the institutionalized
spouse applies for MA. By the time the institution-
alized person applies for MA, the couple's com-
bined countable resources has been reduced to
$90,000. Wisconsin's current spousal impoverish-
ment resource standard is $50,000, and the eligibil-
ity resource standard is $2,000. In this example, the
greater of: (a) the spousal share at the beginning of
the initial period of institutionalization ($60,000);
(b) the state spousal resource standard would be
deducted from the combined countable resources
at the time of application, resulting in an unpro-
tected resource amount of $30,000. Since $30,000
exceeds the state's asset limit of $2,000, the institu-
tionalized spouse would not be eligible for MA.
However, if, during that same period of institu-
tionalization, the couple's combined resources are
reduced to less than $62,000, the institutionalized
spouse would meet the MA asset test ($61,999 -
$60,000 = $1,999, which is less than the current as-
set limit of $2,000).

Income. Once the asset test is met, the person
receiving long-term care must still meet income
limits to qualify for MA. One way that the spousal
impoverishment provisions protect the community
spouse is that only the income in the institutional-
ized spouse's name is counted in determining eli-
gibility for MA. Income that is in the name of the
community spouse does not have to be used for the
cost of care for the institutionalized spouse, nor
does it prevent the institutionalized spouse from
being eligible for MA-supported long-term care
services.

In addition, spousal impoverishment provisions
allow part of the institutional spouse's income to be
transferred to the community spouse to provide
income for the community spouse. Under federal
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law, the maximum amount that may be transferred
to the community spouse is an amount that would
raise the community spouse's total income to
$2,488.50 per month for calendar year 2006. Similar
to the asset limit, this limit is adjusted annually by
the change in the consumer price index (CPI).
Additional income may also be transferred to
provide for certain dependent family members
living with the community spouse or if ordered by
acourt.

Under federal law, the minimum amount of
income that states must allow to be transferred to
the community spouse is an amount that would
bring the community spouse's total income up to
the sum of: (a) 150% of the FPL; and (b) an excess
shelter allowance, if any, equal to the amount by
which shelter costs exceed 30% of the federal
minimum amount. Since the FPL is adjusted each
year to reflect increases in the cost of living, the
federal minimum is increased each year. If the state
establishes an income allowance that is below the
federal maximum, the state must establish an
excess shelter allowance.

Wisconsin establishes its income allowance
between the federally-established minimum and
maximum amounts. Specifically, Wisconsin's
income allowance is the sum of: (a) 200% of the
federal poverty level ($2,200 per month in 2006);
and (b) an excess shelter allowance, if any, equal to
the amount by which shelter costs exceed 30% of
the state's standard (shelter costs in excess of $660
per month for calendar year 2006). In addition,
Wisconsin currently permits the institutionalized
spouse to transfer up to $550 per month for each
qualifying dependent family member living with
the community spouse.

Previously, under federal law, the transfer of
resources from the institutionalized spouse to the
community spouse could be accomplished through
the allocation of assets or income streams. As
previously noted, assets are divided equally,
regardless of ownership, but sources of income are



assigned to their respective individuals. Once
income is attributed to each of the spouses, the
community spouse's monthly income is compared
to the minimum monthly maintenance needs
allowance. If their income is below that amount,
the institutionalized spouse may choose to transfer
some of their resources to make up the difference
between the community spouses income and the
amount of the allowance. This transfer allows more
resources to be allocated to the community spouse,
requiring MA to pay a larger share of the
institutionalized spouse'’s care costs.

Previously, under federal law, the institutional-
ized spouse could chose to transfer either assets or
a portion of an income stream to the community
partner in order to meet or exceed the minimum
monthly maintenance needs allowance for the
community spouse, ensuring that they retained
sufficient resources to meet their needs within the
community. States were allowed to choose between
two methods under which the appropriate amount
of resources to be transferred to the community
spouse was determined.

Under the "income first" method, the institu-
tionalized spouse's income is first allocated to the
community spouse to enable the community
spouse sufficient income to meet the minimum
monthly maintenance needs allowance. Any re-
maining income is then applied to the institutional-
ized spouse's cost of care. Under this method, the
assets of the institutionalized spouse (including
annuities or other income-producing assets) can
only be transferred to the community spouse if
such a transfer would not cause the community
spouse's income to exceed the state-approved
monthly maintenance needs allowance. Otherwise,
they remain attributed to institutionalized spouse
and must be used towards care costs. This option
generally requires a couple to deplete a larger
share of their assets before becoming eligible for
MA. This is the method used by Wisconsin.

Under the "resources first" method, the couple's
assets can be allocated to the community spouse to

the extent necessary to ensure that the community
spouse's total income, including the income gener-
ated by annuities or other income-producing as-
sets, meets or exceeds the state-approved monthly
maintenance needs allowance. This method gener-
ally allows the community spouse to retain a larger
amount of assets than the income-first method.

The federal Deficit Reduction Act of 2005
clarifies that transfers of resources from the
institutionalized spouse to the community spouse
under these circumstances must follow the "income
first" method.

In addition to any amount transferred to the
community spouse, the institutionalized spouse
may retain income as a personal needs allowance.
If the person is in a nursing home, the personal
needs allowance is $45 per month. If the individual
is enrolled in an MA community-based waiver
program, the allowance is higher ($783 and $1,809
per month) to support food, shelter and other costs.
Any income in excess of the amount transferred to
the community spouse, the personal needs allow-
ance, health insurance premiums, court-ordered
support, and other allowable income deductions,
must be used to pay for long-term care costs.

The following example illustrates how the in-
come test is applied in Wisconsin. In 2006, 200% of
the FPL for a two-person family was $2,200 per
month. If a community spouse has shelter costs of
$810 per month, the excess shelter costs equal $150
per month ($810 - $660 = $150). In this case, the
maximum monthly income allocation is $2,350
($2,200 + $150 = $2,350). If the community spouse
receives $200 per month as income that is in the
name of the community spouse, the amount is sub-
tracted from $2,350 per month to determine the
spousal income allocation amount ($2,150). If the
institutionalized spouse's income is $3,600, the in-
stitutionalized spouse’s nursing home liability
amount would be $1,405 per month [$3,600 (the
institutionalized spouse's income) - $2,150 (the
spousal income allocation) - $45 (the institutional-
ized spouse's personal needs allowance) = $1,405].
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Divestment. State and federal MA law include
provisions that are intended to prevent individuals
with financial resources from avoiding liability for
the cost of care in a medical or nursing facility or
other long-term care services, which would
unnecessarily result in greater state and federal
MA costs. These provisions are intended to prevent
individuals from disposing of assets or income for
less than market value for the purpose of becoming
eligible for MA.

In Wisconsin, divestment occurs when: (a) an
individual transfers income, non-exempt assets or
other homestead property that belongs to an
institutionalized person or his or her spouse for
less than the fair market value of the income or
asset; or (b) an individual takes an action to avoid
receiving income or assets to which he or she is
entitled.

In the latter case, actions that would cause
income or assets not to be received would include:
(@) irrevocably waiving pension income; (b)
disclaiming an inheritance; (c) not accepting or
accessing injury settlements; (d) diverting tort
settlements into a trust or similar device; (e)
refusing to take legal action to obtain a court-
ordered payment that is not being paid, such as
child support or alimony; and (f) refusing to take
action to claim the statutorily required portion of a
deceased spouse's or parent's estate if the value of
the abandoned portion is clearly identified and
there is certainty that a legal claim action will be
successful.

Two recent changes to divestment rules
include: (a) limiting individuals' ability to use
annuities to become eligible for MA by treating
annuities as a countable asset if there is a market in
which the annuity could be sold; and (b) ensuring
that assets transferred to a community spouse are
for the sole benefit of the community spouse. In
addition, DHFS changed the treatment of jointly-
held assets to prevent MA applicants from
reducing their countable assets by adding co-
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owners to their assets. This change ensures that the
value of the asset is allocated equally among
elderly, blind, and disabled MA applicants only,
rather than among all co-owners.

A divestment transfer can be conducted by: (a)
the institutionalized person; (b) his or her spouse;
(c) a person, including a court or an administrative
body, with legal authority to act in place of or on
behalf of the institutionalized person or the
person's spouse; or (d) a person, including a court
or an administrative body, acting at the direction or
upon the request of the institutionalized person or
the person's spouse (relatives, friends, volunteers,
and authorized representatives).

Under specified circumstances, resource trans-
fers to certain family members are permitted with-
out adversely affecting their MA eligibility. For
example, both homestead and non-homestead
property can be transferred to either a spouse or a
child of any age who is either blind or perma-
nently, totally disabled. In addition, homestead
property can be transferred to: (a) a child under 21
years of age; (b) a sibling who was residing in the
home for at least one year immediately before the
date the person became institutionalized and has a
verified equity interest in the home; and (c) a child
of any age who was residing in the person's home
for at least two years immediately before the per-
son became institutionalized and who provided
care that permitted the person to reside at home.

Divestment penalties also do not apply if the
state demonstrates that: (a) the individual intended
to dispose of the assets either at fair market value
or for other valuable consideration; (b) the assets
were transferred exclusively for a purpose other
than to qualify for MA; (c) the community spouse
divested assets that were part of the community
spouse asset share; (d) all of the assets transferred
for less than fair market value have been returned
to the individual; (e) the division or loss of
property occurred as a result of a divorce,
separation action, foreclosure, or repossession; or



(f) imposition of a penalty would result in an
undue hardship. Undue hardship is currently
considered as a serious impairment to the
institutionalized person's immediate health.

A person may be denied MA coverage of
institutional and community-based  waiver
services, if that person, his or her spouse, or the
person's representative disposes of certain assets
for less than fair market value or does not receive
assets to which he or she is entitled for the purpose
of meeting the MA resource test. Until recently,
states were required to review the assets of all
long-term care MA applicants for a period of 36
months before the date the applicant applied for
MA, or 60 months if the applicant's assets were
included as part of a trust. This period is
commonly referred to as the "look back" period. If
an eligibility worker determined that an individual
transferred resources any time during the look
back period, a penalty period would be calculated.
The penalty period establishes the amount of time
that the person would be ineligible for MA-funded
long-term care costs. The length of the penalty
period is calculated by dividing the amount of the
transfer by the monthly private pay rate of nursing
homes ($5,339 in 2006), and the penalty period
began on the date of the transfer.

For example, under the prior divestment
standard, if a person made a transfer of $100,000
two years before applying for MA, the penalty
period for the applicant would total 18 months
($100,000/$5,339 per month = 18.7 months,
rounded down). Since the penalty period began on
the date of the transfer (in this example, 24 months
before the person applied for MA), the penalty
period would be over by the time that the
individual applied for MA. Hence, the applicant
would not be penalized for making this transfer.

Under the provisions of the federal Deficit
Reduction Act of 2005 (DRA), new policies apply to
assets transferred on or after the date of enactment
(February 8, 2006). For transfers that occurred
before February 8, prior policies still apply. For

new transfers, the look back period was extended
to five years for all income and assets disposed of
by the applicant. Further, the start date of the
penalty period was changed to the first day of the
month during or after which the assets were
transferred for less than fair market value, or the
date on which the individual is eligible for MA and
would otherwise be receiving institutional-level
care, based on an approved application for such
care but for the application of the penalty period,
whichever is later.

Using the same example previously described
and applying the current legal provisions regard-
ing divestment, a person transferring $100,000 two
years before applying for MA would still generate
a 18-month penalty period. However, now the
penalty period begins on the date the person is de-
termined to be eligible for MA and would be re-
ceiving care in a nursing home, or services under a
home- and community-based waiver program,
based on an approved application for such care.
Under this example, the state's MA program would
not pay for long-term care services for the individ-
ual until 18 months after the person applies, and is
determined to be eligible for, MA-funded long-
term care services. If an individual is already en-
rolled in MA but is not receiving long-term care
services, the penalty period would begin at the
time the individual is approved to receive long-
term care services.

The DRA also addresses how the state must
consider annuities. As a result, applicants and
recipients of long-term care services are now
required to disclose any annuities they own and
whether the annuity is irrevocable or counted as an
asset. The DRA further requires individuals to
make the state a remainder beneficiary as a
condition of eligibility for long-term care services.
Further, the purchase of an annuity may be
considered a divestment unless one of the
following conditions are met: (a) the state is named
as the remainder beneficiary in the first position for
at least the total amount of MA benefits received,;
(b) the state is named as a beneficiary in the second
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position behind a community spouse, a minor, or a
disabled child; or (c) the state is named in the first
position if the spouse or the child's representative
disposes of any remainder for less than fair market
value. As with the changes made to regulations
regarding other divestments under DRA, these
provisions apply to transactions occurring after
February 8, 2006.

Citizenship. In order to be eligible for full MA
benefits, a person must be a U.S. citizen or meet
criteria for certain classes of aliens (individuals
who reside in the U.S., but are not U.S. citizens).
For those individuals who entered the U.S. on or
after August 22, 1996, and do not fall into an alien
class that allows for eligibility (such as refugee,
asylee, Native American, or Cuban/Haitian
entrant), there is a five-year bar on MA eligibility.

The DRA imposed new documentation re-
guirements for citizenship and identity verification.
Beginning on July 1, 2006, MA applicants and indi-
viduals renewing their MA coverage are required
to provide documentation of their citizenship
status and identity. Medicare beneficiaries and
most SSI recipients are exempt from the new citi-
zenship documentation requirements.

To fulfill the citizenship and identity
documentation requirement, individuals must
provide original documents or copies certified by
the issuing agency. Acceptable documents include
a U.S. passport, a certificate of naturalization, a
certificate of U.S. citizenship, a birth certificate or,
subject to specified preconditions, a state-issued
driver's license or picture identification card or a
school-issued picture identification card.

Non-qualified immigrants may be eligible for
emergency medical services from the time of the
first treatment for the emergency until the
condition is no longer an emergency. Non-
gualified pregnant immigrants who do not meet
requirements for full MA benefits may be eligible
for some medical services, including prenatal care,
labor, and delivery services under BadgerCare.
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Residence. States are required to cover eligible
residents, including residents who are absent from
the state. This includes coverage of individuals
who are placed in out-of-state institutional settings.
Federal law prohibits states from establishing a
period of residency before an individual can
become eligible for MA.

In Wisconsin, an individual is considered a
resident if he or she: (a) is physically present in the
state; and (b) intends to reside in Wisconsin. State
law also specifies that a migrant worker is
considered a Wisconsin resident if he or she: (a) is
employed primarily in agriculture or in the
cannery industry; (b) is authorized to work in the
U.S.; (c) is not related by blood or marriage to the
employer; and (d) routinely leaves an established
place of residence to travel to another locality to
accept seasonal or temporary employment.

Homelessness. Homeless individuals who meet
MA eligibility criteria cannot be denied MA
coverage because they have no permanent or fixed
address. States are required to provide a means of
making eligibility cards available to eligible
individuals who are homeless. As an anti-
discrimination measure, Wisconsin law prohibits
counties from placing the word "homeless" on an
individual's MA identification card.

Number of MA Recipients by Group

Table 5 shows the average monthly number of
MA recipients for each fiscal year from 1996-97
though 2005-06. Although there are dozens of
eligibility categories that DHFS uses to identify MA
recipients, these categories have been grouped in
this table to show six major groups of MA
recipients: (a) elderly recipients; (c) disabled and
blind recipients; (c) MA recipients who are enrolled
in MA home- and community-based waiver
programs, Family Care, and the MA purchase plan;
(d) "family MA," which includes families with
dependent children, including those who meet the
AFDC-related and Healthy Start-related criteria; (e)
Medicare recipients who receive limited benefits



under the MA program; and (f) women enrolled in  percentage change from the previous year, and the
the family planning waiver project. For each  percentage of the total enrollment each group
category, the table provides information on the represents.

average monthly number of recipients, the

Table 5: Average Monthly Number of MA Recipients, by Group (Fiscal Years 1996-97 through 2005-06)

1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06

Elderly Recipients

Average Number 47,744 46,141 44,626 43,529 42,172 40,640 39,153 37,557 36,235 34,586
% Change from Previous Year -3.1% -3.4% -3.3% -2.5% -3.1% -3.6% -3.7% -4.1% -3.5% -4.6%
% of Total 10.9% 11.5% 11.3% 10.8% 10.0% 8.8% 7.6% 6.5% 5.8% 5.3%
Disabled/Blind Recipients 01,466 100,557 99,170 97,940 96,209 95423 96,125 97,938 99,562 100,149
% Change from Previous Year 0.3% -0.9% -1.4% -1.2% -1.8% -0.8% 0.7% 1.9% 1.7% 0.6%
% of Total 23.2% 25.1% 25.0% 24.3% 22.8% 20.6% 18.7% 16.9% 15.8% 15.4%

Community-Based Waiver, MAPP,

and Family Care Recipients 5,302 6,198 6,923 7,805 10,148 14963 20,189 23833 26,796 29,522
% Change 21.0% 16.9% 11.7% 12.7% 30.0% 47.4% 34.9% 18.0% 124%  10.2%
% of Total 1.2% 1.5% 1.7% 1.9% 2.4% 3.2% 3.9% 4.1% 4.3% 4.5%

"Family MA" Recipients 270,129 234,471 231,263 238,092 256,978 296,387 336,620 367,928 401,622 414,809
% Change -11.0%  -13.2% -1.4% 3.0% 7.9% 15.3% 13.6% 9.3% 9.2% 3.3%
% of Total 61.8% 58.6% 58.3% 59.1% 61.0% 63.9% 65.4% 63.6% 63.8%  63.6%

Medicare Beneficiaries with

Limited Benefits 12,240 12,754 14,444 15,630 16,048 16,224 15,639 15,215 15,587 16,690
% Change 7.2% 42%  132% 8.2% 2.7% 1.1% -3.6% 2.7% 2.4% 7.1%
% of Total 2.8% 3.2% 3.6% 3.9% 3.8% 3.5% 31% 2.6% 2.5% 2.6%

Family Planning Waiver Recipients

With Limited Benefits 0 0 0 0 0 0 7050 36379 49388 56,013

% Change 416.0% 35.8% 13.4%
% of Total 6.3% 7.8% 8.6%
Total 436,881 400,120 396,425 402,995 421,555 463,636 514,777 578,850 629,191 651,768
% Change from Previous Year -7.0% -8.4% -0.9% 1.7% 46%  10.0% 11.0% 12.4% 8.7% 3.6%

Source: DHFS MMIS Data -- 481 Reports.
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CHAPTER 2

COVERED SERVICES AND PROVIDER REIMBURSEMENT

Mandatory and Optional Services

States are required to provide certain services to
MA recipients and may offer, at their option,
additional services under their MA programs. The
federal mandatory service requirements differ for
MA recipients that meet categorically and
medically needy eligibility criteria.

For categorically needy recipients, states must
cover at least: (a) nursing home services; (b) inpa-
tient and outpatient hospital services; (c) physician
services; (d) laboratory and x-ray services; (e) home
health services; (f) rural health clinics services; (g)
family planning services; (h) early and periodic
screening, diagnostic and treatment services
(EPSDT, known as HealthCheck in Wisconsin); (i)
nurse mid-wife and nurse practitioner services;
and (j) pregnancy-related services, including pre-
natal care coordination and postpartum care.

In addition, states must cover some or all of the
premiums, deductibles, and coinsurance that
would otherwise be paid by MA recipients that are
also eligible for Medicare.

States that provide coverage to medically needy
recipients must provide to these individuals, at a
minimum: (a) pregnancy-related services, includ-
ing prenatal care, delivery services, and postpar-
tum care; (b) ambulatory services, as defined in a
state's plan, for recipients under age 18 and groups
of individuals entitled to institutional services; and
(c) home health services to any individual entitled
to nursing home care. For those states that cover
services in an institution for mental disease (IMD)
or an intermediate care facility for the mentally re-
tarded (ICF-MR), states must cover for any medi-
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cally needy group, either: (a) inpatient and outpa-
tient hospital, rural health clinics, laboratory and x-
ray services; nursing home, EPSDT, physician ser-
vices, nurse mid-wife and nurse practitioner ser-
vices; or (b) any seven of a variety of services con-
sidered mandatory or optional for categorically
needy recipients.

In Wisconsin, MA recipients who are eligible
under the medically needy eligibility criteria
receive the same services as recipients eligible
under the categorically needy criteria.

While some services are designated as
"optional" under federal law, they may, in fact, be
mandatory for certain groups of MA recipients. For
example, any service a state is permitted to cover
under MA that is necessary to treat an illness or
condition identified through an EPSDT screen
must be provided to the child who receives the
EPSDT screen, regardless of whether the service is
otherwise included in the state MA plan. In
addition, certain "optional" services, such as drugs
and medical equipment and supplies, must be
provided to one or more of three groups of MA
recipients -- children, pregnant women and
nursing home residents. Further, although
payment for "transportation services" is considered
an optional service under federal regulations, states
must assure necessary transportation for recipients
to and from providers.

Many states, including Wisconsin, offer some
optional services that serve as substitutes for,
rather than additions to, services that would
otherwise be used by MA recipients. For example,
although coverage for rehabilitative services is
optional, recipients that use these services could



instead receive similar treatment from hospitals on
an outpatient or inpatient basis, which may be
more expensive.

Medical Necessity

All services provided under MA must be
"medically necessary.” A medically necessary
service is defined by rule as a service that is
required to prevent, identify, or treat a recipient's
illness, injury, or disability and meets all of the
following standards:

< |s consistent with the recipient's symptoms
or with prevention, diagnosis or treatment of the
enrollee’s illness, injury or disability;

< |Is provided consistent with standards of
acceptable quality of care applicable to the type of
service, the type of provider and the setting in
which the service is provided;

e |Is appropriate with regard to generally
accepted standards of medical practice;

< Is not medically contraindicated with regard
to the recipient's diagnosis, symptoms, or other
medically necessary services the recipient receives;

< Is of proven medical value or usefulness
and, consistent with DHFS rules, is not
experimental in nature;

« Is not duplicative with respect to other
services provided to the recipient;

« Is not solely for the convenience of the
recipient, the recipient's family or a provider;

= With respect to prior authorization of a ser-
vice and other prospective coverage determina-
tions made by DHFS, is cost-effective compared to
an alternative medically necessary service which is
reasonably accessible to the recipient; and

< |Is the most appropriate supply or level of
service that can be safely and effectively provided

to the recipient.

Service Limitations

Subject to federal limitations, states may use
several methods to control the amount and type of
services recipients receive in order to control costs.
Some of these methods are described below.

Limitations on Quantity of Services. Certain
services are subject to limits on the number of bill-
able units of service that can be made on behalf of a
recipient during a specified time period. For exam-
ple, an MA recipient may receive one comprehen-
sive, routine physical examination in each calendar
year.

Prior Authorization. The state's MA program
uses prior authorization to reduce unnecessary
care, promote the most effective and appropriate
use of available services, and contain program
costs. Providers must obtain prior authorization for
certain services before they render those services.
The state MA program pays providers for services
that require prior authorization only if: (a) prior
authorization is approved by qualified medical
professionals and staff according to criteria estab-
lished by DHFS; and (b) the service is performed
between the dates indicated on the prior authoriza-
tion request form. Generally, authorizations are
valid for up to one year, unless the authorization
specifies a more limited period.

Copayments and Cost Sharing. Federal regula-
tions permit states to require MA recipients to
share in the cost of receiving certain services. Pro-
viders collect these fees (copayments) from MA
recipients, and MA payments for services that re-
quire copayments are reduced by a corresponding
amount. Federal regulations establish maximum
copayments for services and exempt some services
and groups of MA recipients from copayment re-
guirements altogether.

The federal Deficit Reduction Act (DRA) of 2005
allows states to establish higher copayments and
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premiums for certain recipients in families with
income that exceeds 100% of the FPL. However,
total cost-sharing and premium amounts cannot
exceed 5% of family income, as applied on a
quarterly or monthly basis. The DRA exempts
some groups of MA recipients (including pregnant
women, certain children in foster care, and
individuals who receive hospice care) and some
services (including preventive services and all
services to individuals who receive hospice care)
from the higher cost-sharing requirements.

The DRA also permits a provider or pharmacist
to deny services or access to drugs if a recipient
cannot pay the cost sharing amount at the point of
service. States can also make premiums enforceable
and terminate coverage for failure to pay premi-
ums for 60 days.

Federal Reimbursement Requirements

Federal law provides states considerable
flexibility in designing reimbursement methods for
health care providers. However, four basic
requirements apply to all services. First, with the
exception of copayment requirements, providers
must accept MA reimbursement levels as full
payment of services, thereby prohibiting providers
from billing recipients for additional payment.
Second, payment rates must be sufficient to attract
enough providers to ensure that the availability of
health care services to MA recipients is no less than
the availability of these services for the general
population. Third, MA payment is secondary to
any other health coverage or third-party payment
source available to recipients, including Medicare.
Fourth, the state's methods and procedures used to
determine payments must assure that payments
will be "consistent with efficiency, economy and
quality of care.”

Federal law also contains requirements specific
to certain types of services. One requirement limits
the amount states may reimburse providers for
inpatient hospital and nursing home services.
Specifically, aggregate payments for inpatient
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hospital services (or long-term care facility services
provided in hospitals) and nursing facilities may
not exceed the amount that would have been paid
under Medicare payment principles in effect at the
time the services were provided. This payment
limitation is referred to as the "Medicare upper
payment limit." These upper payment limits vary
based on ownership and facility type. For instance,
separate upper payment limits are applied to
nursing facilities that are state-owned, non-state
publicly owned, and privately owned.

States must use a public process for determin-
ing rates that includes: (a) publishing proposed
and final rates and the methodologies underlying
them; (b) providing a reasonable opportunity for
review and response to the proposed rates, meth-
odologies, and justifications; and (c) in the case of
hospitals, setting rates that take into account hospi-
tals serving a disproportionate share of low-income
patients with special needs.

Table 6 lists the services and benefits that are
covered under Wisconsin's MA program, as they
are identified in statute.

Nursing Homes

Under the MA program, nursing homes are
categorized into three groups: (1) nursing facilities,
which consist of skilled nursing facilities (SNF) and
intermediate care facilities (ICFs); (2) intermediate
care facilities for the mentally retarded (ICFs-MR);
and (3) institutions for mental diseases (IMDs).

Nursing facilities are institutions that provide:
(a) skilled nursing care and related services for
residents who require medical or nursing care; (b)
rehabilitation services for injured, disabled, or sick
individuals; and (c) on a regular basis, health-
related care and services to individuals who, be-
cause of their mental or physical condition, require
care and services (above the level of room and
board) that can be made available to them only
through institutional facilities. A facility that pri-
marily provides for the care and treatment of men-
tal diseases does not qualify as a nursing facility.



Table 6: MA-Covered Services and Benefits

Physicians' services
Early and periodic screening, diagnosis and treatment of individuals under 21 years of age (HealthCheck)
Rural health clinic services
The following federally mandated medical services if prescribed by a physician:
= |npatient hospital services, other than services in an institution for mental disease (IMD)
« Qutpatient hospital services
Skilled nursing home services other than in an IMD
Home health services, or nursing services if a home health agency is unavailable
Laboratory and x-ray services
Family planning services and supplies
< Nurse-midwifery services
Premiums, deductibles and coinsurance and other cost-sharing obligations for services otherwise paid under MA that
are required for enrollment in a group health plan
Payment of any of the deductible and co-insurance portions of the services listed above which are paid under
Medicare and the monthly Part B premiums payable under the federal Social Security Act
Dental services, dentures
Optometrists' or opticians' services

« Transportation:

« By emergency medical vehicle to obtain emergency medical care
« By specialized medical vehicle to obtain medical care
= By common carrier or private motor vehicle if authorized in advance by a county
Chiropractors' services
Eyeglasses
The following medical services that are not federally mandated, if prescribed by a physician:
= Intermediate care facility (ICF) services, other than IMD services
= Physical and occupational therapy
= Speech, hearing and language disorder services
= Medical supplies and equipment
= Inpatient hospital, skilled nursing facility and ICF services for patients in IMDs:
--who are under 21 years of age
--who are under 22 years of age and received services immediately prior to reaching age 21
--who are 65 years of age or older
= Medical day treatment, mental health and substance abuse services, including services provided by a
psychiatrist and services provided by a psychiatrist in an individual's home or in the community if the
individuals is at least 21 years of age
= Nursing services, including services performed by a nurse practitioner
= Legend (prescription) drugs and over-the-counter drugs listed in the Wisconsin's MA drug index
= Personal care services
= Substance abuse day treatment services
= Mental health and psychosocial rehabilitative services, including case management services, provided by staff
of a certified community support program
= Community-based psychosocial services
= Respiratory care services to individuals who are ventilator-dependent for life support
Home and community-based services authorized under a waiver
Case management services for enrollees with certain conditions

« Hospice care

Podiatry services

Care coordination for women with high-risk pregnancies

Prenatal, postpartum and young child care coordination services for certain residents of Milwaukee County

Care coordination and follow-up of individuals having lead poisoning or lead exposure, including lead inspections
School medical services

Mental health crisis intervention services

« Case management services for enrollees with high-cost chronic health conditions or high-cost catastrophic health

conditions
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Federal law defines an ICF-MR as an institution
(or as a distinct part of an institution) that: (a)
primarily provides health or rehabilitative services
for mentally retarded individuals; and (b) provides
active treatment services to individuals who are
mentally retarded.

An IMD is defined by federal law as a hospital,
nursing home, or other institution with more than
16 beds that is primarily engaged in providing
diagnosis, treatment or care for individuals with
mental diseases, including medical care, nursing
care and related services.

In 2005-06, MA fee-for-service expenditures for
nursing home care, excluding care provided at the
state centers for the developmentally disabled,
totaled $940.1 million (all funds) representing
approximately 21% of gross MA expenditures in
that year. In 2005, there were 401 licensed nursing
homes listed with DHFS, with 39,146 licensed beds.
Of these nursing homes, 397 were skilled nursing
facilities, two were ICFs, and two were IMDs. On
average, 87.9% of licensed nursing home beds were
occupied and 63.9% of nursing home residents
were supported by MA in 2005.

Nursing facility care is a covered service under
MA when the services are provided to an MA-
eligible individual in an MA-certified facility and
the following conditions are met: (a) a comprehen-
sive, accurate, standardized, reproducible assess-
ment of each resident's functional capacity is con-
ducted; (b) each assessment is conducted or coor-
dinated by a registered professional nurse; (c) an
assessment is conducted within 14 days of admis-
sion to a facility, promptly after a significant
change in the resident's physical or mental condi-
tion, and at least once every 12 months; (d) the re-
sults of the assessment are used in developing and
revising each resident's plan of care; and (e) the
assessments are coordinated with any state-
required preadmission screening to avoid duplica-
tion of assessments. In addition, nursing facilities
may not admit a person who is mentally ill or men-
tally retarded unless a preadmission screening and
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annual resident review (PASARR) determines the
individual requires the level of services provided
by nursing facilities.

Nursing facilities are responsible for conducting
PASARR Level I screens to identify whether or not
an individual is suspected of having a serious
mental illness or a developmental disability. Level
Il screens are completed under contract with
Behavioral Consulting Services and are a more
extensive review that must be completed by
appropriate medical professionals, such as
psychiatrists and physicians. In fiscal year 2005-06,
MA paid for 34,310 Level | screens and 6,833 Level
Il screens.

Federal law specifies that ICF-MR services may
be covered under MA if the facility meets certifica-
tion requirements, provides continuous active
treatment to its residents, and has as its primary
purpose to provide health or rehabilitation ser-
vices. In addition, ICFs-MR must meet certain con-
ditions relating to: (1) governing body and man-
agement; (2) client protections; (3) facility staffing;
(4) active treatment services; (5) client behavior and
facility practices; (6) health care services; (7) physi-
cal environment; and (8) dietetic services.

In order for an MA recipient to receive services
in an IMD, an independent team of health care
professionals, including a physician, must certify
that ambulatory care resources do not meet the
treatment needs of the recipient, proper treatment
of the recipient's psychiatric condition requires
services provided on an inpatient basis under the
direction of a physician, and the services can
reasonably be expected to improve the recipient's
condition or prevent further regression so that the
services will be needed in reduced amount or will
no longer be needed. IMDs must also meet several
participation conditions that are specified in
federal law.

Federal law prohibits states from covering IMD
services under their MA programs for individuals
between the ages of 22 to 65. However, Wisconsin



provides GPR funding to support a portion of the
costs of care for these individuals.

Federal law also requires that long-term care
facilities protect and promote residents' rights,
including the right to: (a) exercise one's rights; (b)
receive notice both orally and in writing, at the
time of admission, of the resident's legal rights
during the stay and periodically of the services
available and the related charges; (c) protect one's
funds; (d) choose a personal attending physician
and to be fully informed in advance about care and
treatment and any changes in that care and
treatment and (unless the resident is judged
incompetent) to participate in planning care and
treatment; (e) privacy and confidentiality; (f) voice
grievances without discrimination or reprisal and
prompt efforts by the facility to respond to these
grievances; (g) receive information from outside
agencies and review nursing home surveys; (h)
choose whether or not to perform services for the
facility; (i) have privacy in written and telephone
communications; (j) have access to and receive
visits from outside individuals; (k) retain and use
personal property; (I) share a room with a spouse if
both are located in the same facility; (m) self-
administer drugs if it can be done safely; and (n)
refuse the transfer to another room in the same
facility under certain circumstances. Federal law
also provides residents admission, transfer and
discharge rights.

Reimbursement of Nursing Homes Other than
State Facilities. Under state law, DHFS is required
to reimburse nursing homes for care provided to
MA recipients according to a prospective payment
system that is updated annually. The payment
system must include standards that meet quality
and safety standards for providing patient care. In
addition, the payment system must reflect all of the
following: (a) a prudent buyer approach to
payment for services; (b) standards that are based
on allowable costs incurred by facilities and
information included in facility cost reports; (c) a
flat-rate payment for certain allowable direct care
and support service costs; (d) consideration of the

care needs of residents; (e) standards for capital
payments that are based upon the replacement
value of the facility; and (f) assurances of an
acceptable quality of care for all MA recipients that
reside in of these facilities.

Under 2005 Act 25, certain changes were speci-
fied to be included in the determination of the
nursing home reimbursement formula. Beginning
in 2005-06, the formula requirements were ex-
panded to include factors that: (a) incorporate acu-
ity measurements under the most recent resource
utilization groupings (RUGs Ill) resident classifica-
tion methodology adopted by CMS to determine
case-mix adjustment factors; (b) determine the av-
erage case-mix index for each MA-supported nurs-
ing facility four times each year for residents who
are primarily supported by MA on the last day of
each calendar quarter; (c) incorporate payment ad-
justments for dementia, behavioral needs, or other
complex medical conditions; and (d) may include
incentives for providing high quality levels of care.

The act provided for a period of transition be-
tween the use of the previous calculation for reim-
bursement and the implementation of a new
method incorporating the RUG acuity measures.
The previous calculation, which relied on facility
reported costs associated with various levels of pa-
tient care to determine reimbursements, is largely
cost based, and as such, requires more extensive
auditing to ensure accuracy. The new formula re-
lies on acuity measures which are independently
established and regularly updated by health care
providers, making the reimbursement calculation
more of a price-based formula, based on the diag-
nosed care needs of each facility's residents. DHFS
staff indicates that this transition may lead to a
more equitable reimbursement determination for
facilities that serve higher-needs individuals, while
potentially requiring less in-depth monitoring of
cost reporting.

During the transition period, DHFS will use a

blended rate that incorporates both the previously
used method of calculating reimbursement and the
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new method to decrease the impact of any redistri-
bution of reimbursement revenues between facili-
ties.

When DHFS develops each facility's
prospective payment rate, both patient levels of
care and categories of expenditures are considered.
Under MA nursing home reimbursement methods,
DHFS consider four cost centers when developing
facility-specific nursing home rates. These cost
centers include: (1) direct care; (2) support services;
(3) property tax and municipal services; and (4)

property.

Previously, these cost centers played a greater
role in determining the distribution of funding be-
tween nursing homes. Facilities could expect to be
reimbursed up to their actual expenditure, pro-
vided that it did not exceed the targeted cost. From
this perspective, high-cost homes were penalized if
they exceeded the targeted rates for these cost cen-
ters, since their reimbursements would be less than
their costs. However, as funding provided for nurs-
ing home reimbursement has lagged behind indus-
try cost growth and inflation, the disparity between
average actual nursing home costs and targeted
rates set for cost centers has increased. DHFS staff
estimates that as many as 80% of the state's nursing
homes report expenditures that exceed set price
targets for the various cost centers. From this per-
spective, calculating reimbursements based on
these targets has become less useful as a means of
providing goals for nursing homes to limit expen-
ditures.

Direct Care. Direct care costs are comprised of
direct care nursing services and direct care supplies
and services. Direct care nursing services include

the services of registered nurses, nurse
practitioners, licensed practical nurses, nurse's
assistants, nurse aide training and training

supplies. Direct care supplies and services include
personal comfort supplies; medical supplies; over-
the-counter drugs; and the non-billable services of
a ward clerk, activity person, recreation person,
social workers, volunteer coordinator, certain
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teachers or vocational counselors, religious person,
therapy aides, and counselors on resident living.

DHEFS is required to establish payment for al-
lowable direct care nursing services and direct care
supplies and services. Previously, that rate was re-
quired to take into account direct care costs for a
sample of all facilities in the state, as adjusted to
reflect respective case mixes and regional labor cost
variations (for the nursing services component).
DHFS may provide special rates and supplements
to these standard rates in certain cases such as for
the provision of services to individuals who are
ventilator dependent, require supplemental skilled
care due to complex medical conditions, or require
specialized psychiatric rehabilitation services.

DHFS staff has determined the direct care
facility rate by calculating and combining the direct
care nursing services allowance and the direct care
supplies and services allowance. The direct care
nursing rate is determined by comparing actual
allowable direct care cost information of the facility
(adjusted for inflation) to the direct care nursing
target. Facilities have been reimbursed for their
actual allowable expenses in this category up to the
established direct care nursing target. For direct
care supplies and services, DHFS establishes a
single direct care supplies and services target that
is provided to all facilities regardless of actual
expenditures. As previously indicated, the new
reimbursement formula will combine estimated
costs determined under this method with price-
based calculations derived from recent RUGS IlI
resident classification methodology adopted by
CMS to determine case-mix adjustment factors.
Eventually, the emphasis of the calculation is
expected to be shifted entirely to the use of the
case-mix index; however, DHFS estimates that the
transition period could take several years to
complete.

DHFS pays a higher rate to qualifying homes
for the care of residents requiring supplemental
skilled care due to complex medical conditions. For
instance, services for individuals with AIDS or



AIDS-related complex (ARC) and individuals who
are ventilator-dependent are paid under special per
diem rates in lieu of the facility's daily rate. For
fiscal year 2005-06, the AIDS/ARC rate was $150
per patient day and the ventilator-dependent rate
was $475 per patient day. Facilities may also
receive a specialized psychiatric rehabilitative
services supplement of $9 per patient day to their
daily rate. In order to receive the specialized
services supplement, the nursing home must (a)
prepare a specialized psychiatric rehabilitative
services care plan for each resident receiving the
services; and (b) complete and submit a Level Il
PASARR screen every two years that indicates that
nursing home care is appropriate and that these
specialized services are necessary.

Support Services. Support services include die-
tary services, housekeeping, laundry, security ser-
vices, fuel and utility costs, and administrative and
general costs. The support services component of a
facility's rate is comprised of the dietary and envi-
ronmental services allowance, the administrative
and general services allowance, and the fuel and
utility allowance. A flat rate is established for each
of these allowances that is based on support service
costs for a sample of all facilities within the state
plus an inflation increment per patient day.

Property Taxes, and Municipal Services. For tax-
paying facilities, the statutes direct that the
payment be made for the amount of the previous
calendar year's tax or the amount of municipal
service costs, up to a maximum amount. Tax
exempt facilities may also receive a per patient day
property tax allowance for the costs of certain
municipal services, including those services which
are financed through the municipalities' property
tax and are provided without leveraging a separate
service fee for the service.

For 2005-06, the payment to a facility for
property taxes or municipal service fees was
subject to a maximum payment of the previous
year tax or fees plus an inflation adjustment factor
of 7% for real estate taxes and municipal fees.

Property. Allowable property-related costs
include land improvements, buildings, fixed and
movable equipment, and other long-term physical
assets. The statutes require that the capital
payments be based on a replacement value for the
facility, as determined by a commercial estimator
that is paid for by the facility.

For 2005-06, DHFS limits the allowed value for
most facilities to no more than $55,900 per bed.
Facilities that entered into a major phase-down
agreement after July 1, 2003, are subject to a limit of
$75,900 per bed.

Provider Incentives. The MA program pays
certain qualifying nursing homes incentive
payments, which are specified in the annual
nursing home reimbursement formula. In 2005-06,
nursing homes can receive four types of incentives
payments. The first is for nursing homes with
above average MA and Medicare populations. If a
nursing home's total patient days consists of 65%
or more of MA and Medicare residents, the facility
receives an exceptional MA/Medicare utilization
incentive payment that ranges from $1.30 per
patient day to $2.70 per patient day for facilities
with more than 50 beds and from $1.30 to $4.20 per
patient day for facilities with 50 or fewer beds (the
rate increases as the percentage of patient days that
are MA/Medicare increases). A separate incentive
payment is available for facilities located within the
City of Milwaukee that ranges from $1.45 per
patient day to $4.60 per patient day.

Second, a nursing facility with a high
percentage of MA/Medicare residents (70% or
more) can also receive a private room incentive,
ranging from $1.00 per patient day if 15% or more
of its beds are in private rooms, up to $2.00 per
patient day if 90% of more of its beds are in private
rooms. The incentive payment increases in
proportion to the percentage of licensed beds that
are licensed for single occupancy.

Third, an incentive payment is provided to
facilities that complete an approved remodeling or
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renovation project specifically designed to reduce
consumption of electricity or heating fuels, or to
reduce their electricity or heating fuel rates per unit
of energy. The incentive payment is made for two
years and is equal to 25% of the lesser of the
approved projected cost or 25% of the actual cost of
the project per year for two years. This incentive
was only available for projects submitted for
consideration by the Department by September 30,
2003.

Finally, an MA access incentive is provided to
nursing facilities at a rate of $3.69 per patient day
and to ICFs-MR at a rate of $16.21 per patient day.

Hold Harmless Rate. If the facility's projected ex-
penses are greater than the rates determined for the
inflation-adjusted direct care, support services, fuel
and utility, property tax, and over-the-counter
drug allowance portions of the facility's rate, then
the facility is guaranteed that the payment rate for
these costs will not be less than the rate that was
effective for June 30, 1994. The hold harmless de-
termination does not include the capital allowance,
payment for ancillary services and materials, or the
special payments to local government-operated
facilities.

Final Payment Rate. The total payment rate for a
facility is the sum of the rate, as calculated above,
for the direct care, support services, and property
tax components, plus the property allowance,
payments for ancillary services and materials, and
special allowances for government-operated facili-
ties. Ancillary services and materials are specifi-
cally-identified services and materials that could be
billed separately to the MA program by an inde-
pendent provider of the service, such as home
health services. The special allowances for gov-
ernment-operated facilities represent supplemental
MA payments to facilities that are described in the
following paragraphs.

County Supplemental Payments. County- and

municipally-operated nursing facilities and Family
Care care management organization (CMO) coun-
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ties with nursing home operating costs that are not
fully reimbursed by the MA per diem rate de-
scribed above are eligible to apply for supplemen-
tal MA funding. Under 2003 Wisconsin Act 33,
$37.1 million in both 2003-04 and 2004-05 was
budgeted to support supplemental payments to
these facilities. In addition to these amounts, 2003
Wisconsin Act 100 required DHFS to allocate, in
each year of the 2003-05 biennium, any additional
revenue the state received above the Act 33 budg-
eted amounts as a result of nursing home intergov-
ernmental transfer (IGT) claiming to support sup-
plemental MA payments to county and municipal
nursing homes. This provision ended after 2004-05.

2005 Wisconsin Act 25 provided $37.1 million
annually for DHFS to make these supplemental
payments. However, 2005 Wisconsin Act 107 cre-
ated a permanent mechanism by which additional
funding may be available to support these supple-
mental payments. Specifically, Act 107 requires
DHEFS, in each year, to distribute all federal MA
moneys the state receives as matching funds to op-
erating deficits incurred by county- and munici-
pally-operated nursing homes that were not antici-
pated and budgeted as revenue in the biennial
budget act for the fiscal year in which it is received,
to increase supplemental payments to county and
municipally-operated nursing homes.

In order to distribute these supplemental funds,
DHFS currently determines: (1) the projected
overall operating deficits for each county and
municipal home (the difference between allowable
costs per patient day and MA payments per day);
(2) the projected direct care operating deficit (the
difference between allowable costs per patient day
and MA payments per day); (3) the eligible direct
care deficit for each county and municipal home
(the lesser of the overall operating deficit and the
direct care deficit); and (4) the non-direct care
operating deficit (the difference between the
projected overall operating deficit and the
projected direct care operating deficit.

DHEFS then distributes the supplemental funds



by: (1) summing the Medicare gap (the difference
between what Medicare would pay for services
and what MA would pay for those services) for all
facilities; (2) allocating the remaining funds
proportionally to the Medicare gap; (3) limiting
any individual awards to the facility's eligible
direct care deficit per day; and (4) repeating the
previous two steps until all of the funds are
allocated. If supplemental funding remains after all
eligible facilities have been reimbursed for their
direct care deficits, the same process is followed to
address any non-direct care deficits. In 2005-06,
$37.1 million in supplemental payments were
made to county-operated facilities and to Family
Care CMOs. After accounting for the supplemental
payments, counties had unreimbursed expenses of
approximately $107.8 million. Appendix | identifies
actual supplemental MA payments to county- and
municipally-operated nursing homes by county
and payments made to Family Care CMOs from
2003-04 through 2005-06.

Reimbursement for State Facilities. MA
payments for care provided at the state centers for
the developmentally disabled and the Veterans
Homes at King and Union Grove are determined
by DHFS separately from the methods established
for all other nursing facilities. The state centers and
the Veterans Home are paid based on their actual
and allowable costs plus the MA access incentive,
except that payment cannot exceed the Medicare
upper limit or the amount appropriated by state
law. Interim payment rates are established for
these facilities, but a cost reconciliation is done at
the end of the state fiscal year to adjust payments
to actual costs within the general limitations. For
the 2006-07 fiscal year, approximately $108.7
million (all funds) is budgeted to support MA
payments to the three state centers and $40.2
million (all funds) to support MA payments to the
Veterans Homes at King and Union Grove.

State Supplement for IMD Nursing Homes.
Although federal law does not permit states to use
federal MA funds to support services for
individuals between the ages of 22 and 65 in IMDs,

Wisconsin provides state funding for counties to
support a portion of the costs of care for this
population. The state provides a GPR supplement
of $9 per person per day to support the care of
individuals who receive specialized mental health
services in an institutional setting under the
nursing home reimbursement formula. In addition,
DHFS distributes $10,583,800 GPR in each fiscal
year to assist counties in supporting residents of
IMDs and individuals relocated from IMDs to
community-based treatment programs. A portion
of these funds are available annually to support
relocation services for individuals who have a
mental illness, are otherwise eligible for MA, and
are in need of active treatment but whose needs
can be met in the community.

Hospitals

Inpatient Services. In fiscal year 2005-06, fee-
for-service payments for inpatient hospital services
totaled $357.0 million (all funds), representing ap-
proximately 7.9% of total benefits payments for
MA, BadgerCare, and related programs in that
year.

Federal MA regulations define inpatient
hospital services as services that are ordinarily
furnished in a hospital for the care and treatment of
inpatients and are furnished under the direction of
a physician, nurse midwife or dentist. Further,
inpatient hospital services must be provided at
facilities that:

< Are maintained primarily for the care and
treatment of patients with disorders other than

mental diseases;

e Are licensed or formally approved as a
hospital by the state;

=  Except in the case of medical supervision
of nurse-midwife services, meet the requirements

for participation in the Medicare program; and

e Have in effect a utilization review plan
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applicable to all MA patients that meet federally-
defined requirements.

Under Wisconsin's MA program, payment for
most inpatient hospital services is based on a
prospective payment system known as a diagnosis-
related group (DRG) system. The DRG system pays
hospitals based on a patient's diagnosis and/or the
nature of the services furnished in relation to that
diagnosis. However, the DRG system allows for
certain hospital-specific costs and circumstances to
be considered as part of the rate calculation.

The DRG payment system covers most general
and specialty hospitals in the state, hospital IMDs
and major border states' hospitals.

Under the DRG system, the hospital determines
the patient diagnosis and then bills MA for the
hospital-specific DRG rate related to that condition
and treatment. All inpatient stays are reimbursed
under the DRG-based payment method except
some AIDS patient care, ventilator patient care,
unusual cases and brain injury cases, which may be
billed on a per diem rate or as negotiated with
DHFS. The DRG includes all covered services
except professional services provided at the
hospital, including physicians, dentists, anesthesia
assistants, pharmacy, specialized medical vehicle
transportation and durable medical equipment and
supplies for non-hospital use. The certified
provider bills these services separately.

The methodology of calculating DRG rates and
the adjustments are described in the MA inpatient
hospital state plan prepared by DHFS. This plan is
updated annually to reflect changes to the
program.

DHFS includes a number of adjustments to a
hospital's DRG rate to reflect differences in costs
among hospitals. These DRG-based adjustments
are described below.

Disproportionate Share Hospitals. An adjustment
may be made to a hospital's DRG base rate if the
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hospital provides a disproportionate share of ser-
vices to MA and low-income patients. A hospital
may qualify for a disproportionate share adjust-
ment if the hospital has an MA utilization rate of at
least one percent and meets at least one of the fol-
lowing: (1) the hospital's MA utilization rate, as
measured by the percent of inpatient days attribut-
able to MA patients is at least one standard devia-
tion above the mean MA utilization rate for hospi-
tals receiving MA payment; or (2) the hospital has
a "low-income utilization rate" of more than 25%.

In order for a hospital to receive its dispropor-
tionate share adjustment, it must have at least two
obstetricians who have staff privileges and who
have agreed to participate in the MA program. In
order to meet this requirement, hospitals may des-
ignate any physician with staff privileges to per-
form obstetrical care. If a hospital serves patients
who are predominantly under age 18, or if the hos-
pital did not offer nonemergency obstetrical care as
of December 31, 1987, it need not comply with the
obstetrical requirement.

In fiscal year 2005-06, 27 hospitals qualified for
disproportionate share rate adjustments, the cost of
which totaled approximately $42.9 million (all
funds). In addition, two types of supplemental
payments -- payments to hospitals in Milwaukee
County under the general assistance medical
program and to essential access city hospitals --
that are described later in this section, are
considered disproportionate share payments.

Rural Hospital Adjustment. A rural hospital may
qualify for an adjustment to its hospital-specific
DRG base rate if it meets all of the following
conditions:

< The hospital is located in Wisconsin, is not
located in a CMS-defined metropolitan statistical
area (MSA), and the MA program's rural area wage
index is used in the calculation of its hospital-
specific DRG base rate;

e As of January 1, 1991, Medicare classified



the hospital in a rural wage area;

< The hospital is not classified as a "rural
referral center” under Medicare;

=  The hospital did not exceed the median for
urban hospitals in Wisconsin for each of the
following operating statistics: (a) total discharges,
excluding newborns; (b) the Medicare case mix
index; and (c) the Wisconsin MA case mix index.

e The combined Medicare and MA
utilization rate was equal to or greater than 50%.

In 2005-06, the MA program paid approxi-
mately $900,000 (all funds) for rural hospital DRG
adjustments.

Direct Medical Education Payments. Adjustments
for direct graduate medical education (GME) costs
are added to certain hospitals' base DRG rates to
partially reimburse these hospitals for costs di-
rectly related to operating a medical education
program. Direct GME costs are those costs associ-
ated with payment of salaries and fringe benefits
for residents and interns. Hospitals located in Wis-
consin are eligible for this payment. The GME ad-
justment varies by hospital, since the calculation is
dependent on case mix and utilization.

Under provisions in 2003 Wisconsin Act 33,
funding for direct GME adjustments was reduced
on a one-time basis in 2003-04. For a six-month
period no GME adjustments were included in the
rates, and after that six-month period GME was
restored to previous levels. In 2005-06, the cost of
making direct GME adjustments totaled $11.9
million (all funds).

Capital Reimbursement. Allowable capital costs
are added to a hospital’s base DRG rate. Hospitals
in Wisconsin and in bordering states are eligible for
this reimbursement. Allowable costs are deter-
mined based on the inpatient costs attributable to
MA recipients compared with total inpatient reve-
nues.

Outlier Payments. Since the DRG payment is an
average payment, it does not fully reimburse
hospitals for extraordinarily costly inpatient stays.
Outlier payments provide a measure of relief from
the financial liability presented by extremely high
cost cases. These payments are based on an
individual stay, in addition to the DRG payment.
The MA program makes two types of outlier
payments, one based on cost, the other based on
length of stay. If a hospital's claim meets criteria for
both a cost outlier and a length of stay outlier, the
method that gives the greater amount of payment
to the hospital is used. DHFS may evaluate the
necessity of resources and the length of stay for all
outlier cases before it makes an outlier payment. In
2005-06 MA paid hospitals approximately $58.1
million (all funds) in outlier payments for inpatient
services.

Other Payment Systems. Not all hospitals in
Wisconsin are paid for inpatient services using the
DRG system. Inpatient hospital services provided
at the two state-operated IMDs (Mendota Mental
Health Institute and Winnebago Mental Health
Institute) are initially paid on a per diem basis. At
the end of each state hospital's fiscal year, DHFS
determines the costs for services these hospitals
provided to MA recipients in that year. DHFS
makes a final reimbursement settlement to each
hospital to reflect the hospital's actual costs of
providing services to MA recipients. However,
each hospital's total MA reimbursement cannot
exceed the hospital's charges.

DHFS reimburses three privately-operated re-
habilitation hospitals, Sacred Heart Rehabilitation
Hospital in the City of Milwaukee, Lakeview Re-
habilitation Hospital in the Village of Waterford,
and Bethesda Lutheran Hospital in St. Paul, Min-
nesota, on a per diem basis to reflect the special
nature of the patient mix at these facilities, which
usually require long lengths of stay. Mendota Men-
tal Health Center in Madison and Winnebago Men-
tal Health Center in Winnebago County are ini-
tially paid on a per diem basis, prior to their re-
ceiving full MA cost reimbursement.
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Critical Access Hospitals. DHFS reimburses
hospitals that are certified as critical access
hospitals (CAHSs) for their reasonable costs for both
inpatient and outpatient services. A CAH is a rural
hospital that: (a) has no more than 25 beds used for
acute inpatient care and "swing beds," which are
beds used for skilled nursing facility-level care (b)
provides inpatient care for no more than an
average annual stay of 96 hours per patient; and (c)
provides emergency care 24 hours per day. A
hospital is considered a rural hospital for purposes
of CAH designation if it is: (a) located outside of a
metropolitan statistical area, or is in a rural area of
an urban county; (b) located more than a 35 mile
drive from another hospital or certified by DHFS as
a necessary provider of health care services to
residents in the area; (c) is designated as a CAH
under Medicare; and (d) is not designated as an
urban hospital for purposes of reimbursement
under either Medicare or MA. CAHs may establish
psychiatric and rehabilitation district part units
with up to 10 beds, which are excluded from the 25
total bed count limit.

Initially, DHFS pays CAHs interim rates as
CAHs submit claims throughout the year. Once
DHFS receives a final cost report for the fiscal year,
DHFS makes a final payment adjustment to each
CAH to ensure that each CAH is paid its reason-
able costs. CAHs are not eligible for supplemental
payments or other payment adjustments, since
their reimbursement is limited to its reasonable
costs. In 2005-06, there were 56 hospitals in Wis-
consin that were certified as CAHs. These hospitals
received reimbursements of approximately $19.3
million (all funds) in that year for both inpatient
and outpatient services.

Payments to Hospitals Outside of Wisconsin.
Hospitals outside of Wisconsin that provide
inpatient services to Wisconsin MA recipients may
be reimbursed for the services they provide. The
method DHFS uses to calculate these payments
depends on whether the hospital is granted "border
status” by Wisconsin's MA program. A hospital can
be granted border status if it can demonstrate that
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it is common practice for MA recipients in a
particular area of Wisconsin to go for medical
services to the provider's locality in the
neighboring state.

To be considered a major border status hospital,
the hospital must have had 75 or more Wisconsin
MA recipient discharges or at least $350,000 in
inpatient charges for services provided to
Wisconsin MA recipients for the preceding two
years. These hospitals are reimbursed under the
same payment methodology as in-state hospitals,
and are eligible to receive DSH DRG adjustments.

Minor border status hospitals do not meet the
criteria for a major border status hospital. These
hospitals are reimbursed under a DRG payment
methodology, but their payment is based on a
standard DRG base rate without adjustments for
hospital-specific  differences. However, these
hospitals can request an administrative adjustment
to their payment that would consider such
differences.

Out-of-state hospitals that are not granted
major or minor border status may also be
reimbursed for services provided to Wisconsin MA
recipients under the same methodology as minor
border status hospitals. However, payments for all
non-emergency services provided by hospitals
without border status designation require prior
authorization.

Outpatient Services. The MA program initially
pays hospitals an interim rate for outpatient
services they provide throughout the year. At the
end of a hospital's fiscal year, DHFS makes a
retrospective final settlement payment to each
hospital, based on the hospital's audited cost
report. The final settlement identifies a hospital's
allowable outpatient costs and is limited to the
lesser of the following:

< Customary outpatient charges in the final
settlement year; or



e The sum of the outpatient visit rate
effective for the final settlement year multiplied by
the number of MA outpatient visits for the period,
multiplied by the number of MA outpatient visits
for the period; or

e The sum of the interim clinical diagnostic
laboratory reimbursement plus the lower of cost or
charges for other services.

The outpatient rate per visit is based on a hospi-
tal's outpatient cost per visit, as documented in an
audited cost report, which is inflated to the current
fiscal year and adjusted to reflect the amount of
funding available and other limits on outpatient
hospital payments. In 2005-06, MA and BadgerCare
fee-for-service payments to hospitals for outpatient
services totaled approximately $85.8 million (all
funds).

Supplemental Hospital Payments. In addition
to reimbursement for billed services, some
hospitals may receive supplemental payments.
Supplemental payments are available to hospitals
to recognize the unique circumstances of a hospital
that adds to its costs. Federal law limits the amount
the state can pay for hospital supplements in two
ways. First, no hospital can receive funding (both
reimbursements and supplements) for more than
its total charges. Second, the total funding spent on
hospital services (both reimbursements and
supplements) cannot exceed the total amount of
funding that would have been paid by Medicare
for comparable services. This is referred to as the
Medicare upper limit. Additional information on
supplemental payments, including the eligibility
criteria, and a description of how the payments are
calculated, is available in the MA inpatient hospital
state plan, which is updated annually by DHFS.

Essential Access City Hospitals. DHFS pays up to
$4,748,000 (all funds) annually to hospitals that
meet a statutory definition of an essential access
city hospital (EACH). An EACH is an acute care
general hospital with medical and surgical, neona-
tal intensive care, emergency and obstetrical ser-

vices, located in the inner City of Milwaukee, as
defined by certain zip codes. An EACH must have
30% or more of its total inpatient days attributable
to MA patients, including MA patients enrolled in
an HMO and at least 30% of its MA inpatient stays
must be for MA recipients who reside in the inner
City of Milwaukee. In addition, the state plan
specifies that a hospital qualifies for an EACH
supplement if the hospital met these criteria during
the year July 1, 1995 through June 30, 1996. Since
the creation of this supplemental payment in 1991,
the only hospital that has met the criteria for this
supplemental payment is Aurora Sinai Medical
Center.

General Relief/Inter-Governmental Transfer Pay-
ments. DHFS makes supplemental MA payments
hospitals that have at least: (a) 13% of their annual
operating costs attributable to MA recipients and
low-income individuals covered by a county ad-
ministered general assistance medical program
(GAMP), of which at least two percent is attribut-
able to services provided to GAMP participants; or
(b) $5.0 million of its annual operating expenses
attributable to services provided to MA recipients
and GAMP participants, of which at least $3.5 mil-
lion must be attributable to GAMP participants. In
addition, the hospital must have an MA inpatient
utilization rate of at least one percent, a contract
with Milwaukee County to serve individuals cov-
ered by GAMP, and at least two obstetricians with
staff privileges that have agreed to provide obstet-
rical care to MA recipients, unless the hospital pre-
dominately serves patients under age 18 or the
hospital did not provide non-emergency obstetrical
care as of December 21, 1987.

In 2005-06, seven hospitals in Milwaukee
County received a total of $32.7 million ($7.0
million GPR, $18.9 million FED, and $6.8 million
PR). The PR source of funding for these payments
is an intergovernmental transfer (IGT) payment
Milwaukee County makes to DHFS, which uses it
to partially support the state share of the general
relief supplemental payments.
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Pediatric Inpatient Supplement. DHFS makes
supplemental payments to acute care hospitals in
Wisconsin that provide a significant amount of
services to individuals under the age of 18. In order
to qualify for the supplement, a hospital must: (a)
be an acute care hospital located in Wisconsin; and
(b) have inpatient days for stays in the hospital’s
acute and intensive care pediatric units that exceed
12,000 days in the second calendar year preceding
the hospital's fiscal year. For 2005-06, this
calculation is based on a hospital's inpatient days
in the hospital's fiscal year that ends in calendar
year 2003. Days for neonatal intensive care units
are not included in this determination.

The pediatric supplement is limited to $2.0
million annually. In 2005-06, Children’s Hospital of
Wisconsin received approximately $1.7 million and
University of Wisconsin  Hospital received
approximately $273,200 as a pediatric inpatient
supplemental payment.

Managed Care Supplement. Hospitals participat-
ing in the state’s MA managed care initiative are
eligible to receive supplemental payments of up to
$250,000 annually. To be eligible, a hospital must
qualify for a DRG disproportionate share adjust-
ment, have more than 9.0% of its patient days for
newborns, be located in a county other than Mil-
waukee County, participate in MA managed care
for that year, and be a major provider of managed
care services to MA recipients in that county. In
2005-06 no hospitals qualified for this supplement.

Other Services

Physicians' and Clinic Services. Generally,
physicians' services include any medically neces-
sary diagnostic, preventive, therapeutic, rehabilita-
tive, or palliative services provided to a recipient.
These services may be provided in the physician's
office, hospital, nursing home, recipient’s residence
or elsewhere, and must be performed by, or under
the direct, on-site supervision of a physician.

Physicians must obtain prior authorization be-
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fore they perform selected surgeries or provide in-
jections related to infertility treatment. In addition,
medical services that are considered by DHFS to be
obsolete, unnecessary or ineffective are not cov-
ered. Among these services are acupuncture, artifi-
cial insemination, cosmetic services, the provision
of personal comfort items, and vitamin C injec-
tions. Further, MA does not cover services that are
considered to be experimental in nature. A service
is considered experimental if DHFS has deter-
mined that the procedure or service is not gener-
ally recognized by the professional medical com-
munity as effective or proven treatment for the
condition for which it is being used.

Physicians' services are reimbursed at the lesser
of the provider's usual and customary charge or
the maximum allowable fee established by DHFS.
The maximum fee schedule reflects higher rates
paid for certain types of services provided to MA
recipients in health professional shortage areas
(HPSASs). HPSA-enhanced payment rates for pri-
mary care services other than obstetric and gyneco-
logical procedures, are equal to 120% of the rates
paid for the same services in non-HPSA areas of
the state. Obstetric and gynecological services pro-
vided to adult MA recipients are paid at a rate
equal to 150% of the rates paid for the same ser-
vices provided in non-HPSA areas of the state.
Primary care and emergency medical providers are
eligible for HPSA-enhanced reimbursement if the
provider is located in a zip code identified as a
HPSA or the recipient lives in a zip code identified
as a HPSA. Certain pediatric office visits and
emergency department visits may also be eligible
for the HPSA bonus, if they meet the other re-
quirements. HealthCheck services, described be-
low, are not eligible for the enhanced HPSA reim-
bursement.

Early and Periodic Screening, Diagnostic and
Treatment Services (HealthCheck). This service,
which in Wisconsin is commonly referred to as
"HealthCheck," provides comprehensive screen-
ings to MA recipients under the age of 21. Health-
Check screening examinations are distinguished



from other preventive health services covered un-
der MA because they include a significant health
education component, a schedule for periodic ex-
aminations, detailed documentation for necessary
follow-up care, and increased provider involve-
ment for ensuring that the patient is appropriately
referred for care.

Each comprehensive HealthCheck screen in-
cludes the following components: (1) a comprehen-
sive health and developmental history (including
preventive health education); (2) a comprehensive
unclothed physical examination; (3) an age-
appropriate vision screen; (4) an age-appropriate
hearing screen; (5) oral assessment and evaluation
services plus direct referral to a dentist for children
beginning at three years of age; (6) appropriate
immunizations; and (7) appropriate laboratory
tests.

Federal law requires states to provide MA
coverage for health, diagnostic and treatment
services that are medically necessary to correct or
ameliorate physical and mental illnesses and
conditions discovered as part of an EPSDT screen.
Any federally-reimbursable MA service must be
provided, even if the service is not otherwise
covered under a state's MA program. Such services
resulting from a HealthCheck referral are subject to
the applicable prior authorization requirements.

Rural Health Clinic Services. Rural health clin-
ics (RHCs) are Medicare-certified outpatient health
clinics located in rural areas with a shortage of per-
sonal health services or primary medical care pro-
fessionals, as determined by the U.S. Department
of Health and Human Services. Each RHC is oper-
ated under the medical direction of a physician and
is staffed by at least one nurse practitioner or phy-
sician assistant. A physician, physician assistant,
nurse practitioner, nurse midwife, or other special-
ized nurse practitioner may furnish services. RHC
services are primary care services provided by
RHC-approved professionals that meet all applica-
ble MA eligibility requirements. For clinics affili-
ated with hospitals having 50 or fewer beds, MA

calculates a visit rate using the clinic's reasonable
costs with a 30% ceiling limit on overhead ex-
penses, or their prospective payment rate (which-
ever is higher). For other clinics, the MA payment
is limited to the Medicare per visit rate for rural
health clinic services. For the most recent audited
year of 2005, the Medicare per visit rate is $70.78. In
2005-06, there were 61 certified rural health clinics
in the state.

Federally Qualified Health Centers. Federally
qualified health centers (FQHCs) are federally-
funded migrant and community health centers,
health care for the homeless projects, tribal health
clinics and similar entities that provide compre-
hensive primary and preventive health services to
medically underserved populations. As required
by federal law, DHFS reimburses FQHCs for 100%
of their reasonable cost of providing services to
MA recipients. This reimbursement requirement
recognizes that FQHCs serve a disproportionate
share of the state's MA, Medicare, and uninsured
population and are unable to shift costs of provid-
ing services for these populations to other payment
sources. There are currently 28 FQHCs operating in
Wisconsin, including 18 centers operating under
federal grants from the U.S. Public Health Service,
nine Native American tribal clinics, and one health
center that meets the operating requirements of
federally-funded community health centers but
does not receive federal operating grants (a "look-
alike" FQHC). In 2005-06, DHFS expended ap-
proximately $55.0 million to reimburse FQHCs for
the services they provided to MA recipients.

Indian Health Service. Some MA services are
provided to Native Americans through Indian
Health Services (IHS) and tribe-owned facilities.
MA state plans must provide that an IHS facility,
meeting state requirements for MA participation,
be accepted as an MA provider on the same basis
as any other qualified provider. Under federal law,
a facility operated by IHS or in an IHS-owned or
leased facility operated by a tribe or tribal
organization is eligible for 100% federal MA
reimbursement. If the MA services are provided
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through a tribe-owned or operated facility, federal
funding is available at the state's usual matching
rate.

Home Health Services. "Home health services"
refer to several types of medically necessary
services that are prescribed by physicians and
provided to MA recipients in their place of
residence. Home health agencies that provide these
services must be licensed to provide home health
services under Medicare, and be licensed by DHFS.
All home health services must be provided in
accordance with orders from the client's physician
in a written plan of care. A physician must
periodically review the plan according to specified
guidelines or when the client's medical condition
changes.

Home Health Skilled Nursing Services. A recipient
is eligible for home health skilled nursing services
if he or she: (&) requires less than eight hours of
direct, skilled nursing services in a 24-hour period,
according to a plan of care; (b) does not reside in a
hospital or nursing facility; and (c) requires a
considerable and taxing effort to leave the
residence or cannot reasonably obtain services
outside the residence. These services are provided
exclusively by registered nurses (RNs) and licensed
practical nurses (LPNSs).

In determining whether or not a service
requires the skills of a registered nurse or licensed
practical nurse, the complexity of the service, the
condition of the client, and the accepted standards
of medical and nursing practice are considered.

Private-Duty Nursing Services. A recipient is eli-
gible for private duty nursing services if he or she:
(a) requires eight or more hours of direct skilled
nursing services in a 24-hour period, according to a
plan of care; (b) does not reside in a hospital or
nursing facility; and (c) has a written plan of care
specifying the medical necessity for these services.
Only LPNs and RNs can provide these services. All
providers must receive prior authorization before
providing these services to MA recipients.
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Under the private duty nursing benefits, RNs
and LPNs may provide certain services to ventila-
tor-dependent recipients, such as tracheostomy
care, oxygen therapy, and operation of ventilators.
A recipient must have been hospitalized for at least
30 consecutive days for a respiratory condition and
must be dependent on ventilator for at least six
hours per day and be served in their home to qual-
ify for this benefit. These respiratory care services
require prior authorization.

Wisconsin's MA program pays for home health
skilled nursing services and private duty nursing
services provided by nurses in independent
practice only when no home health agency is
willing and able to provide care to the recipient.

Home Health Therapy Services. Wisconsin's MA
program covers medically necessary skilled physi-
cal therapy, occupational therapy, and speech and
language pathology services provided by home
health agencies. The physical therapists, occupa-
tional therapists, and speech-language pathologists
that provide these services may be: (a) employed
by the home health agency; (b) employed by an
agency under contract with the home health
agency; or (c) independent providers under con-
tract with the home health agency. A therapy
evaluation must be completed before a therapy
plan of care is provided for the recipient.

Home Health Aide Services. These services are
provided to maintain an individual's health or to
facilitate treatment of his or her medical conditions.
These services must include at least one medically
necessary, nurse-delegated task per visit, which
can be safely performed by a home health aide but
could not be safely delegated to a personal care
worker. Examples of these tasks include simple
dressing changes and taking vital signs.

Personal Care Services. Personal care services
are medically oriented activities related to assisting
recipients with activities of daily living necessary
to maintain the individual in his or her place of
residence in the community. These services may



only be provided under the written orders of a
physician. Covered personal care services include
assistance with specific activities of daily living
(such as eating, dressing, and bathing), meal
preparation, and accompanying an individual to
obtain medical diagnosis and treatment.

Home health agencies, certain county agencies,
and independent living centers that receive state
and federal funding can be certified to provide
personal care services. Prior authorization is
required: (a) for any recipient to receive more than
250 hours of personal care services in a calendar
year; and (b) for all personal care hours provided
to a recipient that is also receiving private-duty
nursing or respiratory care services.

Laboratory and X-Ray Services. Professional
and technical diagnostic services covered under
Wisconsin's MA program include: (a) laboratory
services provided by a certified physician or under
a physician's supervision; (b) laboratory services
prescribed by a physician and provided by an
independent certified laboratory;, and (c) x-ray
services prescribed by a physician and provided
by, or under the general supervision of, a certified
physician. MA payment for laboratory and x-ray
services is the lesser of the provider's usual and
customary charges or amounts prescribed under a
fee schedule established by DHFS. However,
federal law prohibits MA payments from
exceeding the Medicare allowable fees.

Family Planning Services and Supplies. MA
recipients may receive family planning services
that are prescribed by a physician. These services
include physical examinations and health histories,
office visits, laboratory services, counseling
services, the provision of contraceptives and
supplies, and prescribing medication for specific
treatments. Unlike most services covered under
Wisconsin's MA program, the costs of most family
planning services are supported on a 90%
FED/10% GPR basis. MA payment for these
services is the lesser of the provider's usual and
customary charges or amounts prescribed under a

fee schedule established by DHFS.

Nurse Midwifery Services. Services provided
by a certified nurse-midwife include the care of
mothers and their babies. An MA recipient may
receive these services for up to six weeks after the
birth of her baby. Nurse midwives are paid the
lesser of the provider's usual and customary
charges or amounts prescribed under a fee
schedule established by DHFS. The rates in the fee
schedule are 90% of the rates that would be paid to
a physician had the physician performed the same
service.

Dental Services. Wisconsin's MA program
covers basic dental services within the following
categories of service: (a) diagnostic; (b) preventive;
(c) restorative; (d) endodontics; (e) periodontics; (f)
fixed and removable prosthodontics; (g) oral and
maxillofacial surgery; (h) orthodontics; and (i)
adjunctive general services. Limitations apply to
the frequency and type of covered dental services.
For example, examinations and teeth cleanings are
limited to twice per year for children through the
age of 12. For clients 13 years of age and older,
cleanings and examinations are limited to once per
year. A tooth extraction is only covered in cases of
a medical emergency or when it is necessary for
orthodontia. Orthodontic services are provided
only to children up to age 20 with cases of severe
malocclusion and only after the orthodontist
receives prior authorization. MA payment for
dental services is the lesser of the provider's usual
and customary charges or amounts prescribed
under a fee schedule established by DHFS.

Vision Care Services. Vision care services
provided by optometrists and ophthalmologists
include services related to the dispensing and
repair of eyeglasses, as well as evaluation and
diagnostic services. Opticians may be reimbursed
for services relating to the supply, dispensing and
repair of eyeglasses. Eyeglass frames, lenses and
replacement parts must be provided by dispensing
opticians, optometrists and ophthalmologists in
accordance with the Department's vision care
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volume purchase plan, unless prior authorization
is provided to purchase these materials from an
alternative source. Certain types of services are not
covered, including spare eyeglasses, tinted lenses,
sunglasses and services or items provided
principally for convenience or cosmetic reasons.
Providers are paid the lesser of their usual and
customary charges or amounts prescribed under a
fee schedule developed by DHFS.

Transportation. Under Wisconsin's MA pro-
gram, three modes of transportation services may
be provided to MA recipients: (a) ambulance; (b)
specialized medical vehicle (SMV); and (c) public
common carrier or private motor vehicle. Both
SMV and common carrier transportation are com-
monly referred to as "non-emergency transporta-
tion."

Ambulance transportation services may be
covered if a recipient requires emergency
transportation, usually to a hospital. An ambulance
may also be used to transport a recipient to specific
destinations on a non-emergency basis if the
recipient has a significant medical condition or
need for medical monitoring that cannot be
provided by a common carrier, private motor
vehicle, or SMV. For example, an individual on a
life-support system or an infant in an isolette
(incubator) may be transported by ambulance.

SMVs may be used to transport indefinitely
disabled or blind recipients who are unable to take
public common carrier or private motor vehicle
transportation if the purpose of the trip is to
receive covered MA services. An "indefinite
disability” is defined by DHFS as a physical or
mental impairment that includes an inability to
move without personal assistance or mechanical
aids, such as a wheelchair, walker or crutches or a
mental impairment that prohibits the recipient
from using common carrier transportation reliably
or safely. Recipients who are temporarily confined
to a wheelchair or otherwise incapacitated may
also use SMV transportation. All recipients that use
SMV services must be certified by a physician,
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physician's assistant, nurse midwife, or nurse
practitioner as unable to use common carrier or
other transportation safely.

Ambulance and SMV providers are paid a base
rate and other applicable rates, such as mileage
(both for miles traveled with a client and without a
client) and waiting time. A provider may not be
reimbursed more than the provider's usual and
customary charges.

Counties, through contracts with common car-
riers and private motor vehicles, provide transpor-
tation services for MA recipients who are able to
walk. Such services may be provided by buses,
trains, taxis, human service vehicles, private motor
vehicles, and in some instances, airplanes. In pro-
viding these services, counties must use the least
expensive means the individual is capable of using
and that is reasonably available at the time the ser-
vice is required. These services are covered only
after a county department of human services ap-
proves the service. Unlike other services, common
carrier transportation services are reimbursed as an
administrative expense and therefore, are eligible
for 50% federal matching funds, rather than 58%
available for other services.

Chiropractors' Services. Wisconsin's MA pro-
gram covers manual manipulations of the spine to
treat a subluxation (a partial dislocation of the
normal functioning of a bone or joint). Covered
services may also include x-rays and spinal sup-
ports, office visits, diagnostic analysis, and chiro-
practic adjustments. Prior authorization is required
for more than 20 manual manipulations per spell of
illness. Chiropractors are paid the lesser of their
usual and customary charges or amounts pre-
scribed under a fee schedule developed by DHFS.

Physical and Occupational Therapy. Therapies
prescribed by a physician that are provided by cer-
tified physical and occupational therapists, or by a
certified physical or occupational therapy assistant
under the supervision of a certified physical or oc-
cupational therapist, are covered under Wiscon-



sin's MA program. Prior authorization is required
for therapy services that exceed 35 treatment days
per spell of illness, except if the therapy is provided
to a hospital inpatient or an individual who re-
ceives the service through a home health agency.

Therapy providers are reimbursed for
evaluations, modalities and procedures at the
lesser of their usual and customary charges or
amounts prescribed under DHFS' fee schedule.

Speech and Language Pathology Services.
Wisconsin's MA  program covers medically
necessary diagnostic, screening, preventive or
corrective speech and language pathology services
prescribed by a physician and provided by a
certified speech-language pathologist or under the
direct, immediate, on-premises supervision of a
certified speech-language pathologist. Covered
services, which are specified by rule, include
evaluation procedures and speech treatments. Prior
authorization is required for all services that
exceed of 35 treatment days per spell of illness,
except if the therapy is provided to a hospital
inpatient or an individual who receives the service
through a home health agency.

Providers are paid the lesser of their usual and
customary charges or amounts prescribed under
DHFS' fee schedule.

Medical Supplies and Equipment. Wisconsin's
MA program covers certain disposable medical
supplies and durable medical equipment (DME)
when a physician prescribes them and when
certified providers supply them.

Medical supplies are disposable, consumable,
expendable or nondurable medically necessary
supplies that have a very limited life expectancy.
Examples include catheters, syringes and
continence supplies. Payment for medical supplies
ordered for a patient in a hospital or nursing home
is considered part of the institution's base cost and
is, therefore, not billed directly by the provider.

DME includes medically necessary devices that
can withstand repeated use. Examples include
wheelchairs, crutches, respiratory equipment, and
prostheses. A physician, podiatrist, nurse practitio-
ner, or chiropractor must prescribe all DME ser-
vices, including purchases, rental, and repairs. The
item must be necessary and reasonable for treating
an illness or injury, or for improving the function
of a malformed body part. Most DME services, in-
cluding the purchase of wheelchairs, wheelchair
accessories and hospital beds, require prior au-
thorization. In cases where DHFS determines that a
piece of equipment will only be needed on a short-
term basis, equipment is rented, rather than pur-
chased, for the client. Payment for medical supplies
and DME is based on the lesser of the provider's
usual and customary charges or the amounts in
DHFS' fee schedule.

Mental Health and Substance Abuse Services.
Wisconsin's MA program provides outpatient and
day treatment mental health and substance abuse
services if these services are prescribed by a
physician and other conditions are met.

Providers must obtain prior authorization to
provide mental health and substance abuse
outpatient services if MA payments for services
exceed $500 or after 15 hours of services are
provided to a recipient in a calendar year.

All substance abuse day treatment services
require prior authorization and are only
reimbursed for up to five hours per day. Mental
health day treatment services are reimbursed for
up to five hours per day or 120 hours per month
and require prior authorization after 90 hours are
provided in a calendar year.

Nurse Practitioner Services. Wisconsin's MA
program covers nursing services within the scope
of practice and delegated medical acts and services
provided under protocols, collaborative agree-
ments, or written or verbal orders from a physi-
cian. Such services include medically necessary
diagnostic, preventive, therapeutic, rehabilitative
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or palliative services provided in a medical setting,
the recipient's home, or elsewhere. Nurse practitio-
ners and clinical nurse specialists, like physicians,
are paid the lesser of their usual and customary
charges or amounts prescribed under DHFS' fee
schedule.

Legend (Prescription) Drugs and Over-the-
Counter Drugs. Drugs and drug products covered
under the state's MA program include legend
(prescription) and non-legend (over-the-counter)
drugs and supplies listed in the Wisconsin MA
drug index, which are prescribed by a licensed
physician, dentist, podiatrist, optometrist, or when
a physician delegates prescription of drugs to a
nurse practitioner or physician assistant.

Federal Rebate Requirement. Under federal law,
state MA programs offering prescription drug
coverage must cover drugs from manufacturers
that have entered into rebate agreements with the
U.S. Department of Health and Human Services.
Federal matching funds are not available for drugs
purchased from other manufacturers, except for:
(a) certain drugs that the state determines are
essential to the health of MA recipients and the use
of which the state subjects to prior authorization;
and (b) vaccines.

Reimbursement Rate. DHFS reimburses pharma-
cists and physicians licensed to practice medicine
and surgery for all covered prescription drugs at
the lesser of: (a) the usual and customary charge; or
(b) the estimated acquisition cost (EAC) plus a dis-
pensing fee. The EAC for brand name and not
readily-available generic drugs is equivalent to the
average wholesale price (AWP), as reported by
pharmaceutical manufacturers, less a discount. In
2005-06, the amount of the discount is 13%. The
EAC for readily-available generic drugs is deter-
mined based on the maximum allowable cost
(MAQC) list, which is developed by DHFS.

Utilization Review and Cost-Saving Measures.

Federal law requires drug use review programs to
assure that prescriptions are appropriate, medically
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necessary, and unlikely to produce adverse effects.
The drug use review must be both prospective and
retrospective. The prospective part of this review,
conducted by the pharmacist at the point of sale or
distribution, must include a screening for drug
interactions and incorrect dosage and a processing
system to identify patterns of fraud, abuse, or
inappropriate care. Retrospective reviews involve a
review of claims data to identify unusual patterns
of prescribing activity among recipients or
providers, which may require an intervention by

DHFS if the prescribing activity is deemed
inappropriate.
Wisconsin's MA program uses “"automatic

generic substitution" to ensure that MA recipients
receive the generic version of a drug when
appropriate. Under this policy, the MA program
automatically reimburses a pharmacy for the
generic equivalent of a drug when such a drug is
available, even if a brand-name drug is prescribed
by a physician. The MA program will only
reimburse a pharmacy for a brand name drug
when a generic equivalent is available if the
pharmacy receives prior authorization. The
pharmacy must obtain information from the
prescriber indicating why the brand name drug is
medically necessary and submit this information to
DHFS with its request for prior authorization.

The MA program covers certain over-the-
counter medications to substitute for more
expensive medications that may only be available
with a prescription. Reimbursement for over-the-
counter drugs is limited to the amount paid for
nonprescription generic drugs, except for insulin,
ophthalmic lubricants, and contraceptive supplies,
which may be a brand name drug. MA recipients
must have a prescription for payment of any
nonprescription drug. Coverage of over-the-
counter drugs is limited to antacids, analgesics,
insulins, contraceptives, cough preparations,
ophthalmic lubricants, and iron supplements for
pregnant women.
incentive-

Pharmaceutical care services are



based payments where pharmacies may receive an
enhanced dispensing fee if they provide services
that achieve a positive patient outcome, such as
increasing patient compliance or preventing
potential adverse drug reactions.

Preferred Drug List and Supplemental Rebates.
2003 Wisconsin Act 33 authorized DHFS to imple-
ment several measures to reduce the cost of drugs
under the MA, BadgerCare and SeniorCare pro-
grams, including: (a) establishing a preferred drug
list (PDL); (b) entering into agreements with pre-
scription drug manufacturers so that manufactur-
ers would provide supplemental rebates for drugs
purchased under these programs; (c) utilization
management and fraud and abuse controls; and (d)
any other activity to reduce costs of, or expendi-
tures for, prescription drugs, while maintaining
high quality in prescription drug therapies.

In July, 2004, EDS, the state's MA fiscal agent,
contracted with Provider Synergies to assist DHFS
in implementing the PDL, negotiate supplemental
rebates with manufacturers, and staff and advise
the Department's Medicaid Pharmacy Prior
Authorization Advisory Committee.

As of December 2006, DHFS had implemented
a PDL for 57 classes of drugs. The Department's
decisions regarding the list of preferred
medications are based on a review of the relative
clinical effectiveness and cost of products within
these therapeutic classes. Appendix Il identifies the
preferred drug list, as of December, 2006.

In addition to the therapeutic classes for which
a preferred drug list has been or will be developed,
the MA program currently requires prior authori-
zation for certain drugs in drug categories to de-
termine their medical necessity. All drugs that are
listed on the preferred drug list as non-preferred
drugs currently require prior authorization.

Medicare Prescription Drug Benefit and MA Re-
cipients. Beginning January 1, 2006, Medicare bene-
ficiaries may obtain outpatient prescription drug

coverage under a new Medicare benefit authorized
in the Medicare Prescription Drug, Improvement
and Modernization Act of 2003 (P.L. 108 — 173).
This new benefit is commonly referred to as "Medi-
care Part D." Medicare beneficiaries who also have
full MA benefits are referred to as "dual eligibles."
These individuals are automatically enrolled in
Medicare Part D, and state MA programs no longer
cover their prescription drug benefits. Chapter 9 of
this paper provides information on the Medicare
Part D benefit.

Community Support Program (CSP) Services.
Community support programs (CSPs) provide
chronically mentally ill individuals with treatment,
rehabilitation, and support services. These services
are provided in the community, rather than in in-
stitutions or clinics. Covered services include: (a)
assessment and treatment planning; (b) treatment
services, including psychotherapy, symptom man-
agement, medication management, crisis interven-
tion and psychiatric and psychological evaluations;
(c) psychological rehabilitation services, including
employment-related services, social and recrea-
tional skill training, assistance and supervision of
activities of daily living and other support services;
and (d) case management services.

Counties or agencies under contract with coun-
ties that meet requirements established by rule
may provide CSP services. Counties are responsi-
ble for providing the state matching funds for CSP
services. Consequently, MA payment for CSP ser-
vices is equal to the federal share of the lesser of
the maximum allowable fee, as established by
DHEFS, or the billed amount.

Community-Based Psychosocial Services. Be-
ginning in 2004-05, community-based psychosocial
services, sometimes referred to as comprehensive
community services (CCS), is available to MA re-
cipients with mental health or substance abuse
conditions, as a county-funded service. Counties
must elect to provide the service and provide the
state's share of the costs of the benefit. In order to
receive these services, recipients must have im-
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pairment in major areas of community living, as
evidenced by the need for ongoing and compre-
hensive services of either high-intensity or low-
intensity nature. Services can include medical and
remedial services and supportive activities in-
tended to provide for a maximum reduction of the
effects of the individual's mental health or sub-
stance abuse condition and restoration to the best
possible level of functioning, and to facilitate the
individual's recovery. An MA recipient must have
a physician's prescription to receive these services.
All services must be consistent with needs identi-
fied through a comprehensive assessment. The as-
sessment is completed by a recovery team made up
of the individual, a licensed mental health profes-
sional, the individual's family, and others as ap-
propriate.

Case Management Services. Case management
services help individuals access services covered
by MA and services provided under other pro-
grams. Case management providers are required to
perform a written comprehensive assessment of a
person's abilities, deficits and needs. Following the
assessment, providers develop a case plan to ad-
dress the needs of the client.

Case management services may be provided for
an individual who: (a) has a developmental dis-
ability; (b) has a chronic mental illness; (c) has Alz-
heimer's disease; (d) is alcohol or drug dependent;
(e) is physically disabled; (f) is a child with a severe
emotional disturbance; (g) is age 65 or over; (h) is a
member of a family that has a child at risk of
physical, mental or emotional dysfunction; (i) is
infected with HIV; (j) is infected with tuberculosis;
(k) is a child eligible for the birth-to-three program;
(1) is a child with asthma; or (m) is a women the
age of 45 through 64 and who is not residing in a
nursing home.

Case management services must be provided
by qualified private, nonprofit agencies or qualified
public agencies. Payment for case management
services is based on a uniform, contracted hourly
rate. The MA program pays the federal share of
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this rate and case management agencies must
provide the state MA match by using funding
provided through other programs, such as the local
tax levy, community aids, community options
program, family support program or Alzheimer's
caregiver support funds.

In addition, DHFS administers a targeted case
management program that assigns high-cost MA
recipients to case managers contracted by DHFS to
coordinate medical care and monitor services to
ensure that these clients receive the most efficient
and cost-effective treatment alternatives. In order
to qualify for case management services under this
program, an individual must have MA costs that
exceed $25,000 annually and not be eligible for case
management services under other programs. In
addition, recipients are required to receive services
through a contracted facility, which currently is
Children's Hospital in Milwaukee. The only
difference between this service and other case
management services funded under MA is that
GPR budgeted in the MA benefits appropriation is
used to fund the state's share of costs for this
benefit, whereas case management agencies must
provide the state's share of costs for other case
management services.

Hospice Care. Hospice services are services that
are necessary for the mitigation and management
of terminal illness and related conditions. These
services are divided into two categories -- core
services and other services. Core services include
nursing care by, or under the supervision of, a
registered nurse, administrative and supervisory
physician services, medical social services
provided by a social worker under the direction of
a physician, and counseling services. Other services
include services contracted by a hospice in order to
meet certain staffing needs, such as physical
therapy, occupational therapy and speech
pathology.

Hospices are reimbursed for the care of clients
based on one of the following types of care: (a)
routine home care, with a per diem rate for less



than eight hours of care per day; (b) continuous
home care, with an hourly rate for between eight
and 24 hours of care per day; (c) inpatient respite
care in a hospital or nursing facility; (d) general
inpatient care in a hospital or nursing facility; or (e)
nursing home room and board. The MA rates paid
for the types of care are the per diem or hourly
amounts allowed by CMS. All MA hospice
providers must also be certified under Medicare.

Podiatry Services. Podiatry services include
medically necessary services for the diagnosis and
treatment of the feet and ankles that are provided
by a certified podiatrist. Covered services include
office, home and nursing home visits, mycotic
procedures, surgery, casting, strapping, taping,
physical medicine, laboratory, x-ray, drugs and
injections. Routine foot care is covered only if the
individual has certain conditions and is under the
active care of a physician. Podiatrists are paid at
the lesser of the provider's usual and customary
charge or the maximum allowable fee established
by DHFS.

Prenatal Care Coordination Services. Prenatal
care coordination services help women and, when
appropriate, their families gain access to, coordi-
nate, assess and follow-up on necessary medical,
social, educational, and other services related to a
pregnancy. These services are available to women
who are at a high risk for adverse preghancy out-
comes, as determined through the use of a risk as-
sessment tool developed by DHFS. Covered ser-
vices include the administration of risk assess-
ments, care planning, ongoing care coordination
and monitoring, health education, and nutrition
counseling.

Similar services, such as child care coordination
services, are available to MA-eligible children
through age six in Milwaukee County. The MA
payment for prenatal care and child care
coordination services is the lesser of the provider's
usual and customary charges or the maximum
allowable fee established by DHFS.

Care Coordination and Follow-up for
Individuals with Lead Poisoning or Lead
Exposure. MA covers care coordination and
follow-up services for children with lead poisoning
or lead exposure. Home inspections are covered
after a child is shown to have lead poisoning (a
blood lead level equal to or greater than 10
micrograms per deciliter). All environmental
inspections are subject to prior authorization.

School Medical Services. MA school medical
services are MA-eligible services provided to MA-
eligible students by school districts, cooperative
educational service agencies (CESASs), the Educa-
tional Services Program for the Deaf and Hard of
Hearing, and the Wisconsin Center for the Blind
and Visually Impaired. The services that can be
reimbursed as school medical services include: (a)
speech, language, hearing and audiological ser-
vices; (b) occupational and physical therapy ser-
vices; (c) nursing services; (d) psychological coun-
seling and social work services; (e) developmental
testing and assessments; and (f) transportation, if
provided on a day the student receives other
school medical services.

Schools provide the state's match for school-
based health services. Of the federal matching
funds received for school-based services, 60% is
distributed to school providers and 40% is credited
to the state's general fund.

The Centers for Medicare and Medicaid
Services required DHFS to make changes to the
MA state plan, approved in October, 2006,
regarding school medical services. The changes
require more documentation by school districts
and modify what can be claimed as a school
medical service. For example, school districts are
now required to conduct semi-annual time studies,
fill out uniform cost reports, and can no longer
claim durable medical equipment as an expense in
this area.

MA Funding of Abortion Services. Under
Wisconsin's MA program, abortions may be
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covered if one of the following conditions apply:

e If, in the opinion of the physician, the
abortion is directly and medically necessary to save
the recipient's life;

« If the recipient is a victim of sexual assault
or incest and the crime was reported to law

enforcement authorities prior to the abortion; or

< A medical condition exists prior to the
abortion, for which the physician determines the
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abortion is directly and medically necessary to
prevent grave, long-lasting physical health damage
to the recipient.

When an abortion meets the state and federal
requirements for MA payment, MA would cover
office visits and all other medically necessary
related services. MA covers treatment for
complications arising from an abortion, regardless
of whether the abortion itself is a covered service.
MA does not cover services incidental to a
noncovered abortion.



CHAPTER 3

MANAGED CARE FOR LOW-INCOME FAMILIES AND
CERTAIN OTHER GROUPS OF MA RECIPIENTS

Wisconsin's MA program uses managed care to
provide health care services to certain MA
populations to improve the quality of services they
receive and to control program costs.

Health maintenance organizations (HMOs) are
health care plans that provide comprehensive
health services to enrolled members for a fixed,
periodic payment (“capitation rate"). If enrollees
require more services, or more costly services than
the HMO can support with the capitation rates
they receive, the HMO may incur a financial loss. If
enrollees use the estimated number of services, or
fewer or less costly services than the HMO can
support with the capitation rates, the HMO may
realize a profit. In this way, the HMOs, rather than
the state, assume the financial risks associated with
enrollees’ use of most MA services by the covered
population. The delivery of MA services through
HMOs may encourage the use of preventive
services and improve continuity and quality of care
provided to MA and BadgerCare recipients. As a
condition of serving low-income families enrolled
in MA, HMOs must agree to also serve families
enrolled in BadgerCare.

As of October, 2006, 13 HMOs were providing
health care services to 359,719 individuals enrolled
in MA and BadgerCare. Table 7 lists the
participating HMOs and their enrollment as of
October, 2006.

Enrollment. HMOs do not serve MA and
BadgerCare recipients in all areas of the state.
Under federal law, unless a state obtains a waiver
to amend the state plan, it cannot require an MA

Table 7. HMOs with MA and BadgerCare
Enrollees (October, 2006)

HMO Enrollment
Abri Health Plan 6,895
Compcare 25,646
Dean Health Plan 8,743
Group Health Cooperative of Eau Claire 15,700
Group Health Cooperative of

South Central WI 3,756
Health Tradition Health Plan 5,594
Managed Health Services 107,223
MercyCare Health Plan 9,320
Network Health Plan 52,106
Security Health Plan 22,435
United Healthcare of WI 94,708
Unity Health Plan 3,477
Children's Community Health Plan 4,116
Total 359,719

recipient to enroll in an HMO unless the recipient
has a choice of at least two HMOs. If only one
HMO offers services in an area, the recipient has
the option to enroll in the HMO or receive services
on a fee-for-service basis. In areas where no HMOs
offer services, all MA and BadgerCare recipients
receive services on a fee-for-service basis. In areas
of the state classified as "rural," a state may require
MA recipients to enroll in a managed care plan if
there is only one plan available, provided that the
recipient has a choice of at least two physicians and
the enrollee is permitted to obtain services from
another provider in the following circumstances:
(a) the service or type of provider necessary to
meet the individual's care needs are not offered
through the managed care network; (b) for up to 60
days, if the recipient's main provider of services is
not a member of the provider network and will not
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join the network; or (c) the state determines that
services are required outside of the provider
network. Twenty-five Wisconsin counties are
classified as "rural” under the federal definition.

On June 1, 2005, CMS approved a state plan
amendment which permits DHFS to require certain
MA recipients to enroll in an HMO, even if only
one HMO is participating in the program in the
county. DHFS intends to begin implementing this
mandatory enrollment requirement in some areas
beginning in January, 2007. Since HMOs typically
limit the number of MA and BadgerCare recipients
they serve, some MA recipients in counties with a
single participating HMO may continue to receive
services on a fee-for-service basis. The state plan
amendment also specifies certain conditions under
which a recipient is exempt from mandatory HMO
enrollment.

Appendix Ill provides information, by county,
on the enrollment status of this population, as of
October, 2006.

In order to serve families in MA and Badger-
Care, an HMO must be licensed by the Wisconsin
Office of the Commissioner of Insurance and must
meet MA standards for quality assurance, cultural
competency, enrollment capacity, and coordination
of care.

Services. MA and BadgerCare recipients that
are enrolled in HMOs are entitled to receive, as
needed, all services that are available to MA
recipients who are not enrolled in HMOs. HMOs
have the option of covering dental and chiropractic
services. In 2006, HMOs serving Milwaukee,
Waukesha, Racine, and Kenosha Counties chose to
cover dental services for enrollees in those
counties. Of the 13 HMOs, four chose to cover
chiropractic services. Recipients enrolled in HMOs
that do not cover dental and chiropractic services
may obtain these services from MA-certified
providers on a fee-for-services basis.

While HMOs are responsible for providing
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family planning services, an enrollee may obtain
these services from a primary physician of choice,
whether or not that provider participates in the
enrollee’'s HMO. If the enrollee chooses a primary
care physician outside of the HMO, those services
are reimbursed on a fee-for-service basis.

In Wisconsin, state law exempts HMO enrollees
from any cost-sharing requirements for services
provided to MA and BadgerCare recipients by an
HMO. However, federal regulations allow states to
authorize HMOs to require enrollees to share in the
cost of the services they receive as long as these
cost-sharing requirements meet the same require-
ments that apply to cost-sharing under fee-for-
service.

Payments. DHFS establishes capitation
payments for 14 different regions of the state. Each
HMO receives a base rate for each enrollee. If the
HMO elects to cover dental and/or chiropractic
care, the base rate is increased to reflect these
additional costs. These rates are then adjusted
based on an enrollee’s age and gender.

Table 8 identifies aggregated capitation rates
the state paid to HMOs for serving MA and
BadgerCare recipients in each of these 14 regions
for calendar year 2006. The combined rate identi-
fied in the table represents the total amount an
HMO would be paid per enrollee if the HMO
elected to cover dental and chiropractic care.

Federal regulations include requirements states
must meet in setting capitation payments.
Capitation payments must be actuarially sound,
which means that they must: (a) be established in
accordance with generally accepted actuarial
principles and practices; (b) be appropriate for the
population to be covered and the services
provided; and (c) have been certified as meeting
these requirements by actuaries who meet the
qualification standards established by the
American Academy of Actuaries and follow the
practice standards established by the Actuarial
Standards Board. Capitation payments that do not



Table 8: Aggregated Monthly HMO Rates for MA and BadgerCare Enrollees (December, 2006)

Base Combined
County or Region Capitation Rate Dental  Chiropractic Rate
AFDC/Healthy Start Children
Region 1 (Duluth/Superior) $155.06 $6.47 $1.10 $162.63
Region 2 (Wausau/Rhinelander) 150.92 5.91 1.26 158.09
Region 3 (Green Bay) 152.79 5.83 0.93 159.55
Region 4 (Twin Cities) 164.30 5.33 2.19 171.82
Region 5 (Marshfield/Steven Pt) 149.04 7.42 1.57 158.03
Region 6 (Appleton/Oshkosh) 137.74 6.12 1.07 144.93
Region 7 (La Crosse) 134.68 5.77 1.32 141.77
Region 8 (Madison/South Central) 145.81 6.16 0.94 152.91
Region 9 (Southeast) 139.07 5.42 0.55 145.04
Region 10 (Milwaukee County) 148.18 5.40 0.10 153.68
Region 11 (Dane County) 134.26 5.35 0.66 140.27
Region 12 (Eau Claire) 138.18 4.71 2.69 145.58
Region 13 (Kenosha) 165.66 6.01 0.39 172.06
Region 14 (Waukesha) 151.93 4.15 0.55 156.63
Healthy Start Pregnant Women
Region 1 (Duluth/Superior) $634.85 $2.83 $1.93 $639.61
Region 2 (Wausau/Rhinelander) 594.31 2.06 2.89 599.26
Region 3 (Green Bay) 595.93 2.23 1.38 599.54
Region 4 (Twin Cities) 684.66 3.02 3.00 690.68
Region 5 (Marshfield/Steven Pt) 619.73 3.27 3.57 626.57
Region 6 (Appleton/Oshkosh) 585.20 3.63 2.16 590.99
Region 7 (La Crosse) 592.64 2.26 231 597.21
Region 8 (Madison/South Central) 655.46 3.15 2.18 660.79
Region 9 (Southeast) 608.58 2.58 1.38 612.54
Region 10 (Milwaukee County) 745.26 4.55 0.29 750.10
Region 11 (Dane County) 665.43 3.12 1.29 669.84
Region 12 (Eau Claire) 715.82 1.95 3.79 721.56
Region 13 (Kenosha) 672.97 5.29 0.67 678.93
Region 14 (Waukesha) 624.01 2.25 0.88 627.14
BadgerCare
Region 1 (Duluth/Superior) $165.20 $8.68 $2.05 $175.93
Region 2 (Wausau/Rhinelander) 162.22 6.43 3.29 171.94
Region 3 (Green Bay) 163.51 7.38 2.26 173.15
Region 4 (Twin Cities) 168.14 6.93 3.82 178.89
Region 5 (Marshfield/Steven Pt) 148.98 9.07 3.72 161.77
Region 6 (Appleton/Oshkosh) 152.08 9.01 2.26 163.35
Region 7 (La Crosse) 125.89 6.81 2.64 135.34
Region 8 (Madison/South Central) 170.16 8.49 2.64 181.29
Region 9 (Southeast) 162.01 7.37 1.63 171.01
Region 10 (Milwaukee County) 152.83 9.00 0.34 162.17
Region 11 (Dane County) 151.80 5.52 1.78 159.10
Region 12 (Eau Claire) 146.10 5.95 3.10 155.15
Region 13 (Kenosha) 174.77 10.22 1.35 186.34
Region 14 (Waukesha) 168.05 6.68 1.45 176.18

meet these requirements may not be funded with  services are reimbursed outside of the capitation

federal MA matching funds. payment, including certain neonatal intensive care

unit (NICU) costs, costs incurred for qualifying

Most services provided by HMOs are covered individuals with HIV or AIDS, and ventilator-
under their capitation payment, although a few  assisted patients.
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Accessibility. Federal regulations require that
states ensure, through contracts with HMOs, that
each HMO maintains and monitors a network of
appropriate providers that is supported by written
agreements and is sufficient to provide adequate
access to all services covered under the contract.
Under the terms of the contracts between DHFS
and participating HMOs, each HMO is required to
provide medical care to its enrollees that are as
accessible to them, in terms of timeliness, amount,
duration, and scope, as those services are to MA
recipients not enrolled in an HMO within the area
served by the HMO. The contracts also require that
each HMO have an MA-certified primary care
provider within a 20-mile distance from any
enrollee residing in the HMO service area.
Additionally, HMOs must have a mental health or
substance abuse provider, and a dental provider (if
the HMO provides dental services) within a 35-
mile distance from any enrollee residing in the
HMO service area or no further than the distance
for MA recipients not enrolled in an HMO, giving
consideration to whether the providers are
accepting new patients and where full or part-time
coverage is available.

Quality. Federal regulations require states
to have a written strategy for assessing and im-
proving the quality of managed care services
provided by all HMOs and must periodically
review the effectiveness of that strategy and update
it as necessary. Among the items that must be
included in this strategy are arrangements for
annual, external independent reviews of the
quality outcomes and timeliness of, and access to,
the services covered under each HMO contract.
Further, states must require, through contracts
with HMOs, that each HMO have an ongoing
guality assessment and performance improvement
program for services furnished to enrollees. These
projects must focus on clinical and nonclinical
areas and involve performance measurement,
interventions to achieve quality improvement,
evaluation of the effectiveness of interventions, and
activities for increasing or sustaining improvement.
HMOs must report to states on the status and
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results of these projects. States must annually
review the impact and effectiveness of these
projects.

Some of the activities DHFS uses to improve the
quality of care MA and BadgerCare recipients
served by HMOs are described below. The first
three activities are required under federal regula-
tions. The remaining activities are not required un-
der federal regulations, but were included in
DHFS' Strategic Plan Assessment for 2002-2004.

External Quality Review Organization and Quality
of Care Audits. DHFS contracts with an external
qguality review organization, MetaStar, to meet
some of the federal requirements, including
providing detailed analysis of HMO-submitted
performance improvement projects. In addition,
MetaStar conducts targeted quality-of-care audits.
These audits have included reviews of enrollees'
use of emergency department services for asthma,
diabetes, and pregnancy, services for certain
chronic conditions, primary care office visits,
prenatal care for high-risk conditions, HealthCheck
examinations, and medical records reviews. DHFS
uses this information to work with HMOs to
improve care in those areas where concerns are
identified.

Quality Assessment and Performance Improvement
Projects. Under the current contracts, each HMO
must conduct quality assessment and performance
improvement projects in at least two priority areas.
Each HMO can select from a list of clinical and
non-clinical priority areas developed by DHFS, or
it can request approval to study a different priority
area. The clinical priority areas listed in the
contracts include: (a) prenatal services; (b)
identification of adequate treatment for high-risk
pregnancies, including those involving substance
abuse; (c) evaluating the need for specialty
services; (d) availability of comprehensive, ongoing
nutrition education, counseling, and assessments;
(e) smoking cessation; (f) enrollees with special
health care needs; (g) outpatient management of
asthma; (h) the provision of family planning



services; (i) early postpartum discharge of mothers
and infants; (j) sexually-transmitted disease
screening and treatment; (k) high-volume/Zhigh
risk services selected by the HMO; (I) prevention
and care of acute and chronic conditions; (m)
coordination and continuity of care; and (n)
obesity.

Non-clinical priority areas include: (a)
grievances, appeals, and complaints; (b) access to,
and availability of services; (c) enrollee satisfaction
with HMO customer services; and (d) satisfaction
with services for enrollees with special health care
needs or cultural competency of the HMO and its
providers.

Medicaid Encounter Data Driven Improvement
Core Measure Set (MEDDIC-MS). DHFS tracks
qguality improvement through MEDDIC-MS, a set
of standardized criteria for the uniform
measurement of health care services provided to
MA and BadgerCare recipients who are enrolled in
managed care. The system wuses validated
encounter data, reported by HMOs, to measure
HMOs' performance against several quality
standards, including inpatient hospital services
and emergency room use by asthma patients, blood
lead toxicity screenings for children, preventive
dental services, diabetes care, childhood
immunization, mammography screenings, and
maternity care. Using these data, in August 2006,
DHFS released reports comparing HMO
performance in aggregate, and by HMO. With
limited exceptions, these data do not compare
performance among the HMOs with providers
serving MA and BadgerCare recipients under fee-
for-service, since the population served under fee-
for-service is not comparable to the population
served in managed care.

Targeted Interventions and Care Analysis Projects.
Targeted interventions and care analysis projects
are intended to improve the care HMOs provide to
individuals with certain chronic conditions.
Targeted interventions involve reviewing HMO
encounter data and fee-for-service claims data to

identify MA recipients that meet certain criteria for
a specific condition and that are not receiving
optimal care or should be scheduled to receive
certain care under current treatment guidelines for
their conditions. DHFS sends enrollee-specific
reports to each HMO that identify which enrollees
are receiving less than optimal care or are
scheduled to receive certain care. HMOs can use
this information to target appropriate care to these
individuals. Care analysis projects involve using
HMO encounter data and fee-for-service claims
data to identify each HMO's performance in caring
for enrollees with selected health concerns. Each
HMO receives a specific report on its performance,
which can be compared against other HMOs'
performances.

Consumer Satisfaction Survey. DHFS conducts a
survey of HMO enrollees using a standardized
survey, CAHPS (consumer assessment of health
plans), with some state-specific modifications. This
survey measures enrollees’ assessment of the
quality of care provided by HMOs. In May, 2005,
DHFS published a report on the results of the
survey, which indicates at least 80% of enrollees
were satisfied with their care, based on seven key
indicators. HMOs performance was highest in the
"getting needed care" and "helpful clinic office
staff* indicators. Lowest performance was
indicated for "quality of HMO" and "HMO
customer service" indicators.

Disease Management. While not required to
under the terms of the contracts, 11 HMOs
indicated in a November, 2003, survey that they
operated disease management programs and one
HMO indicated that it plans to offer disease
management in the future. All 11 HMOs that
operated disease management programs indicated
that they had a program for diabetes management
and nine reported that they had an asthma
management program. Other services and diseases
that HMOs indicated that they targeted included
obstetrical care, coronary artery disease, chronic
obstructive pulmonary disease, hypertension, pre-
diabetes, nutrition/obesity, smoking cessation, and
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mental health. The survey results did not include
comprehensive data on the effectiveness of these
programs. Because disease management programs
are not specified by DHFS, they do not conduct
formal oversight of disease management activities
implemented by health plans. The November, 2003,
survey is the most recent information available
regarding these activities.

HealthCheck Screenings. The state's contracts
with HMOs provide a financial incentive for
HMOs to conduct HealthCheck screenings. Each
HMO must report to DHFS the number of
HealthCheck screens that it provides for MA- and
BadgerCare-eligible children enrolled in the HMO.
If an HMO fails to screen at least 80% of the
number of expected screens, as calculated
according to the contract, DHFS penalizes the
HMO by recouping MA payments from the HMO.
For calendar year 2003, the most recent year for
which information is available, the state recouped
approximately $1.5 million from HMOs that failed
to meet the 80% standard. The mean HealthCheck
screening rate for calendar year 2003 was 67.5%.

HMO Report Cards. DHFS uses information
from the MEDDIC-MS system and from the
CAHPS survey to publish HMO report cards.
These report cards are designed to be consumer-
friendly representations of each HMO's perform-
ance that can be used by MA and BadgerCare re-
cipients when they select an HMO. The report
cards rate the HMOs as "above average," "average,"”
or "below average" on five clinical performance
indicators (HealthCheck, shots, lead screens, Pap
tests, and mental health/drug abuse evaluations)
and four non-clinical performance indicators.

Promotion of Accreditation Programs. DHFS en-
courages HMOs to actively pursue accreditation by
the National Committee for Quality Assurance
(NCQA), the Joint Commission on Accreditation of
Healthcare Organizations (JCAHO), and other ac-
crediting bodies approved by DHFS by reducing
certain administrative requirements if an HMO is
accredited by one of these organizations. Accredi-
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tation by these private organizations means that
HMOs have been evaluated and meet minimum
standards for quality of care. HMOs that are ac-
credited by the NCQA participate in the national
Health Plan and Employer Data and Information
Set (HEDIS) survey, which measures HMOs' per-
formance on quality indicators.

Other Managed Care Programs

Children Come First and Wraparound
Milwaukee. The Children Come First (CCF) and
Wraparound Milwaukee programs provide
community-based mental health and substance
abuse services to eligible children with severe
emotional disorders (SED). These programs serve
as an alternative to inpatient psychiatric care and
provide a comprehensive level of services that
includes a care coordinator and individualized
services. To be eligible for services, a child must
have a severe emotional disturbance and be in an
out-of-home placement or at risk of admission to a
psychiatric hospital or placement in a residential
care center or a juvenile corrections facility.
Children residing in a nursing facility, psychiatric
hospital or psychiatric unit of a general hospital at
the time of enrollment are not eligible. All
necessary mental health and substance abuse
services are funded on a capitated basis with MA
and county matching funds. Reimbursement for all
other medical services provided to MA-eligible
children enrolled in the programs is provided on a
fee-for-service basis.

Children enrolled in these programs are
generally under the jurisdiction of the juvenile
court under one or more of the following types of
court orders: (a) a delinquency petition; (b) a
children in need of protection and services (CHIPS)
petition; or (c) a juvenile in need of protection and
services (JIPS) petition.

Under CCF, DHFS contracts with Dane County,
which in turn, contracts with Community
Partnerships, Inc., a limited service health
organization, to arrange services for program



clients. In 2005-06, the total capitation rate was
approximately $3,280 per child per month, of
which, approximately $1,570 was paid by MA and
the remainder was paid by Dane County. The
amount paid by MA reflects an estimate of the
amount MA would have paid for services to these
children if, instead, they received services under
the MA fee-for-service system. As of September,
2006, 153 children were enrolled in CCF.

Milwaukee County’s Children and Adolescent
Treatment Center operates the Wraparound Mil-
waukee program. In 2005-06 MA paid a monthly
capitation rate of $1,588 to support the cost of MA
services to children participating in the program.
Milwaukee County and the DHFS Bureau of Mil-
waukee Child Welfare contribute funds to pay for
those costs not covered by MA or for costs of chil-
dren not eligible for MA. As of November, 2006,
480 children were enrolled in the Wraparound
Milwaukee program.

Allied Services for Healthy Foster Children.
1999 Wisconsin Act 9 required DHFS to request a
waiver from the Secretary of the U.S. Department
of Health and Human Services, by January 1, 2001,
that would allow DHFS to require children in
foster care who live in Milwaukee County to enroll
in a managed care plan as a condition of receiving
benefits under MA. In October, 2004, DHFS
received the necessary waiver from CMS. DHFS
plans to enroll children on a mandatory basis,
although parental consent or court approval will
likely be necessary to enroll a child in a managed
care organization (MCO). Unlike the Children
Come First and Wraparound Milwaukee projects,
which provide behavioral health services to a select
group of children, this project will involve
providing comprehensive health care, including
physical and behavioral health services, to children
in out-of-home care in Milwaukee County.

DHFS has letters of intent from four HMOs that
currently serve MA and BadgerCare enrollees to
begin enrolling these children in HMOs in January,
2007. DHFS will pay HMOs capitation rates

ranging from $240 to $520 per month to provide
services to these children

SSI Managed Care. Under federal rules, states
may require MA recipients to enroll in managed
care plans, subject to certain limitations and
exceptions. For example, states may not require the
following groups to be enrolled in managed care
plans: (a) dually-eligible MA recipients (MA
recipients who are also eligible for Medicare); (b)
most Indians who are members of federally
recognized tribes; and (c) certain groups of
children who are under the age of 19, including
children who are eligible for SSI, and children who
are in foster care or other out-of-home placement.

The Department intends to require MA
recipients who meet all of the following criteria to
enroll in managed care programs: (a) are age 19 or
older; (b) are eligible for MA under SSI or SSI-
related criteria due to a disability; (c) are not living
in an institution or a nursing home; and (d) are not
participating in a home- or community-based
waiver program. Individuals who will be
permitted, but not required, to enroll in HMOs
include individuals who are dually eligible for MA
and Medicare, and individuals participating in the
MA purchase plan (MAPP). Currently, DHFS is
expanding the program on a county-by-county
basis with the cooperation of local government and
participating HMOs. The requirement to enroll
varies by county-operated program.

As of October, 2006, Milwaukee, Waukesha,
Racine, Kenosha, and Dane Counties were offering
SSI managed care options. The Department expects
six additional counties to implement the program
in early 2007, with as many as 23 additional
counties to begin participating before the end of
2007. As of October, 2006, 19,931 individuals were
enrolled in the SSI managed care program, another
2,744 had opted out, and 1,014 were exempted
from being required to participate. Approximately
2,000 individuals were estimated to be engaged in
the enrollment process at that time, including those
who had received notification of eligibility but had
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not yet completed enrollment, and those within the
window for opting-out, as described below.

Currently, the Milwaukee area counties and
Dane County have employed different approaches
to implementing SSI managed care in their areas.
Milwaukee HMO contracts include all MA covered
benefits except community support programs,
comprehensive community services, targeted case
management, and crisis intervention. Milwaukee-
area counties also require MA-only eligible persons
to select an HMO within two months of
notification, or be automatically assigned to one of
the five HMOs. Individuals must remain with their
HMO of choice (or the HMO to which they were
assigned) for a two-month trial. Individuals may
return to fee-for-service MA or change HMOs
within the first four months.

The Dane County model includes all MA
covered benefits except day treatment, which is
provided on a fee-for-service basis. Dane County
includes community support programs and
targeted case management, but does not currently
enroll persons diagnosed with mental retardation.
Only one HMO option is available, and enrollment
is voluntary unless MA-only eligible individuals
fail to make an active choice between fee-for-
service and managed care during their six-week
enrollment period. If they do not make a choice,
the individual is automatically enrolled in the
managed care program. After enrollment,
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individuals have 90 days to opt out of the program.
At the end of the 90 days, individuals who have
not opted out are required to remain with the
HMO for nine months, at which time they again
have the option to opt for fee for service. Dually-
eligible individuals may join or leave the managed
care program at any time.

Under both programs, enrollees receive a
complete assessment of medical and social needs, a
care plan for medical and social services, assistance
from a health care coordinator, and transportation
to and from appointments and covered services. In
addition, enrollees do not pay copayments for
services and prescription drugs they receive
through their HMOs.

Contracts with participating HMOs contain
several requirements related to the continuity of
care. First, the HMO is required to cover medica-
tions already in use by the enrollee until such a
time as they are prescribed a different drug. Sec-
ond, the HMO must authorize and cover services
with the enrollees’ current providers for the first 60
days of enrollment, or until the first of the month
following the completion of the individual's as-
sessment and care plan. Third, the HMO must
honor fee-for-service prior authorizations at the
level approved for 60 days or until the month fol-
lowing the HMO's completion of the assessment
and care plan.



CHAPTER 4

COMMUNITY-BASED LONG-TERM CARE PROGRAMS

Introduction

Individuals who meet the functional and finan-
cial eligibility criteria to qualify for MA benefits
may receive either community-based or institu-
tional long-term care services. During the past two
decades, the state significantly increased funding
for community-based long-term care programs,
including several managed care programs and the
MA home- and community-based waiver pro-
grams, to provide MA recipients more choices in
the long-term care services they receive.

The Family Care, I-Care, SSI managed care pro-
grams, the program for all-inclusive care for the
elderly (PACE), and Wisconsin partnership pro-
gram (WPP) provide community-based long-term
care using a managed care model. These programs
provide comprehensive health care and other sup-
portive services to maintain people in the commu-
nity under a capitated, risk-based payment system,
at a limited number of sites throughout the state.

Under the MA home- and community-based
waiver programs, participants have access to
services that are not available to all MA recipients.
These services are intended to enable MA
recipients to remain in their homes or live in other
non-institutional settings. While all MA recipients
are entitled to receive MA card services, including
nursing home care, if they require these services,
the amount of funding budgeted for community-
based waiver services determines how many
people will receive waiver services. Consequently,
there are waiting lists for services under these
programs, and, for some individuals, nursing home
care remains the only long-term care option
immediately available to them.

In 2005-06, the state spent over $2.3 billion (all
funds) to provide long-term care services to
Wisconsin residents, including approximately $1.0
billion (45%) on institutional care, and almost $1.3
billion (55%) on community-based long-term care
services and Family Care capitation payments, as
shown in Table 9.

Table 9: All Funds Expenditures for Selected
Long-Term Care Services (Fiscal Year 2005-06)

Program/Service Amount

MA Waiver Services, excluding COP-W $430,654,900
COP and COP-W Services 143,768,200
Family Care Capitation Payments* 233,758,200
I-Care/SSI Managed Care Payments 126,277,200
PACE/WPP Payments 99,399,300

MA Fee-for-Service Home Care Services 243,165,900

Total** $1,277,023,700
Total Institutional Care *** $1,054,456,000
All Long-Term Care $2,331,479,700

*Includes capitation payments for non-MA enrollees and
nursing home care funded by CMOs.
**Excludes encumbrances.
***MA payments to all nursing homes, including the State Centers
for the Developmentally Disabled and the Veterans Homes.

Long-Term Care Managed Care Programs

Family Care

The Family Care program is a comprehensive
long-term care program that was created to im-
prove the quality of long-term care services indi-
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viduals receive, provide individuals with more
choices and greater access to services, and to be a
cost-effective system for delivering long-term care
services. The program, which provides compre-
hensive services to elderly, physically disabled,
and developmentally disabled individuals, oper-
ates under four federal waivers. Approximately
$233.8 million was expended on the Family Care
program in 2005-06 for capitated payments to care
management organizations (CMOs). Funding pro-
vided to support aging and disability resource cen-
ters (ADRCs) is budgeted by calendar year, and is
expected to total approximately $9.7 million for
2006.

The Family Care program consists of two major
components. First, ADRCs provide information,
assessments, eligibility determinations and other
preliminary services. Second, CMOs manage and
provide the Family Care benefit for every person
enrolled in the program under a capitated, risk-
based payment system. The Family Care benefit
provides a comprehensive and flexible range of
long-term care services, including the types of
services currently available under the community
options program (COP), the MA community-based
waiver programs, and the MA fee-for-service
program. Examples of services CMOs must
provide include supportive living services,
supported employment services, adult day care,
respite care, supportive home care, residential
services, nursing home services, personal care
services, home health services, and therapy
services. Funding for acute care services, such as
hospital and physician services, are not part of the
monthly capitation rate CMOs receive. These costs
are billed to MA on a fee-for-services basis.

Family Care enrollees may participate in the
"self-directed supports" option, which is available
through each of the CMOs. Under the self-directed
supports option, participants have greater control
over how services are received and who provides
these services. For instance, participants work with
an interdisciplinary team to determine when and
where work will be performed and may employ
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family members and friends to provide services.
When an individual chooses to self-direct certain
services, the associated funding is carved out of the
capitation rate and managed by either a "fiscal in-
termediary" or "co-employment agency."

As of November, 2006, 16 counties were inde-
pendently operating ADRCs (Fond du Lac, Jack-
son, Kenosha, La Crosse, Marathon, Milwaukee,
Portage, Richland, Trempealeau, Brown, Barron,
Green, Wood, Manitowoc, Sheboygan, and Forest),
while six counties operated two additional ADRCs
collaboratively (Calumet/Outagamie/ Waupaca
and Green Lake/Marquette/Waushara). At that
time, five counties were operating CMOs (Fond du
Lac, La Crosse, Milwaukee, Portage and Richland).
Four of the CMOs (Fond du Lac, La Crosse, Port-
age, and Richland) provide services to individuals
who are elderly, developmentally disabled, and
physically disabled. The Milwaukee County CMO
serves only the elderly population. Additional
counties engaged in the planning process antici-
pate operating CMOs beginning in early to mid-
2007.

2005 Wisconsin Act 386 repealed the "pilot"
status of the Family Care program, and authorized
the expansion of Family Care services to areas of
the state that encompass up to 50% of the state's
population. The approval of the Joint Committee
on Finance under a 14-day passive review process
is now required before DHFS can approve any ex-
pansion of the Family Care program to areas
where, in the aggregate, more than 29% but less
than 50% of the population that is eligible for the
Family Care benefit reside. In order to expand the
program beyond where 50% of the population that
is eligible reside, the approval of the full Legisla-
ture is required. These same review provisions
were extended to apply to any expansion of similar
managed care programs for long term care ser-
vices.

Act 386 also expanded requirements directing
DHFS to conduct ongoing evaluations of the long-
term care system, including the review of client



access to services, client choice of living and service
options, quality of care, and cost effectiveness.
These provisions also apply to other managed care
programs for long-term care services.

In order to be eligible for the Family Care
benefit, enrollees must meet both functional and
financial eligibility criteria.

Functional Eligibility. All Family Care
enrollees must be at least 18 years of age or older,
reside in the Family Care county, and have as their
primary disability something other than mental
illness or substance abuse.

An individual meets the functional eligibility
criteria if one of the following applies:

a. The person's functional capacity is at the
comprehensive level, which is defined as a long-
term or irreversible condition, expected to last at
least 90 days or result in death within one year of
the date of application, and requires ongoing care,
assistance or supervision.

b. The person's functional capacity is at the
intermediate level, which is defined as a condition
that is expected to last at least 90 days or result in
death within 12 months after the date of
application, and is at risk of losing his or her
independence or functional capacity unless he or
she receives assistance from others; or

c. The person is not functionally eligible
under either a. or b. above, but submits an
application for the Family Care benefit within 36
months after the date on which this benefit first
became available in his or her county of residence,
and has a condition that is expected to last at least
90 days or result in death within 12 months after
the date of application, and on the date that the
Family Care benefit became available in the
person’'s county of residence, the person was a
resident in a nursing home or was receiving long-
term care services, as specified by DHFS, funded
under COP, MA community-based waivers, the

Alzheimer's family caregiver support program,

community aids or other county funding
documented by the county.
Financial Eligibility. Financial eligibility

criteria are met if an individual either: (a) qualifies
for MA; or (b) would qualify for MA except for
financial criteria and the projected cost of the
person's care plan, as calculated by DHFS or its
designee, exceeds the person's gross monthly
income, plus one-twelfth of his or her countable
assets, less deductions and allowances permitted
by DHFS rules.

The deductions and allowances for non-MA
Family Care are more generous than under MA so
that individuals who are not eligible for MA may
still be eligible for Family Care. For example,
Family Care allows a deduction for countable
assets of either $9,000 (for nursing home, CBRF, or
adult family home residents), or $12,000 (for
individuals who reside in their own home or in
residential care apartment complexes (RCACS),
compared to the $2,000 or $3,000 exclusion under
MA. In addition, Family Care provides a monthly
deduction for earned income that is equal to the
first $200 of earned income plus two-thirds of
earned income in excess of $200, whereas MA
allows a deduction of $65 plus one-half of earned
income in excess of $65. Family Care also allows a
slightly higher personal needs allowance of $65 per
month for individuals in nursing homes, CBRFs,
and adult family homes, compared to $45 per
month allowed for other MA nursing home
residents. The personal needs allowance for
individuals in their own home or in an RCAC is a
minimum of $783 and a maximum of $1,809 per
month in 2006 (the same as for MA waiver
participants).

The Family Care benefit is not an entitlement
for non-MA eligible persons and the provision of
services is limited by program funding. Services
provided to non-MA eligible participants are
supported entirely by GPR funds. Beginning May
1, 2003, DHFS instructed CMOs to no longer enroll
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most non-MA eligible applicants until further
notice. As of October, 2006, 123 (1.2%) of the 9,900
Family Care enrollees were not eligible for MA.

All enrollees are required to share in program
costs. If an enrollee is MA-eligible, the cost-share is
identical to that required under MA community
waiver cost-share rules. Family Care enrollees who
are not MA-eligible have a cost-share based on the
alternative financial eligibility test, which requires
the person to contribute to the cost of care any
countable income and assets in excess of non-MA
Family Care exclusions.

Aging and Disability Resource Centers.
ADRCs provide "one-stop shopping” for
information, assessments, eligibility determinations
and other preliminary services relating to long-
term care. In addition to assisting potential long-
term care users, physicians, hospital discharge
planners or other professionals who work with
elderly or disabled individuals can use the
information services ADRCs provide.

ADRCs must provide the following services:

e |Information, referral services, and assis-
tance at convenient hours;

e A determination of functional eligibility for
the Family Care benefit;

e Prevention and early intervention services;

e Benefits counseling;

e Long-term care options counseling;

e Timely referrals to the county economic
support unit, which is responsible for determining
financial eligibility and cost sharing for individuals

interested in enrolling in a CMO;

e Assjstance
desired;

in enrolling in a CMO, if
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e Equitable assignment of waiting list
priorities for the non-MA eligible Family Care
population;

o Assessment of risk for individuals on a
waiting list and development of an interim plan of
care;

e Transitional services to families whose
children with physical or developmental
disabilities are preparing to enter the adult service
system;

e Access to SSI, MA and FoodShare; and

e Assurance of prompt
emergency calls, 24 hours a day.

responses to

ADRCs must provide all of their services, in-
cluding conducting functional screen, eligibility
determinations and individual counseling, free-of-
charge.

Funding

The two entities that provide direct services
under Family Care -- ADRCs and CMOs -- are
reimbursed under two different mechanisms.

ADRCs. The ADRC contract assigns
responsibilities to each ADRC. The contract allows
each ADRC to be reimbursed for its costs in
carrying out these required functions, subject to an
upper reimbursement limit. If actual costs exceed
this limit, the ADRC is responsible for those costs.
Thus, the ADRC assumes some financial risk in
carrying out its functions. As an incentive to test
new methods to improve long-term care, ADRCs
can also apply for "prevention grants" to test
programs aimed at preventing conditions, such as
improper nutrition, that contribute to a decline in
functional ability. Table 10 lists the maximum (all
funds) contract amounts for the ADRCs for
calendar year 2007, as well as any prevention
grants awarded for that calendar year. In calendar



year 2006, the costs of operating ADRCs is
estimated to total approximately $9.7 million.

Table 10: ADRC Contract Amounts (Calendar Year
2007)

Contract Prevention
County Amount Grants
Fond du Lac $915,200 $0
Jackson 324,900 103,500
Kenosha 1,348,000 76,200
La Crosse 1,072,600 53,700
Marathon 1,731,000 0
Milwaukee 4,667,200 132,300
Portage 666,000 150,000
Richland 379,800 0
Trempealeau 360,100 0
Barron 352,000 109,800
Brown 1,748,700 62,600
Calumet 1,938,900 165,800
Forest 208,100 97,300
Green 258,600 66,100
Waushara 455,200 71,500
Manitowoc 624,500 163,900
Sheboygan 852,500 0
Racine 1,563,600 0
Total $19,466,900 $1,252,700

CMOs. CMOs receive a monthly capitation rate
for each enrollee that corresponds to the enrollee's
level of functional eligibility. Two different
capitation rates are paid to each CMO, including:
(1) a comprehensive rate, for enrollees that meet a
nursing home level of care standard; and (2) an
intermediate rate, for enrollees with a lower level
of care need. The capitation rates differ by county
to reflect differences in the historical costs of
serving long-term care clients in each county.

The calendar year 2007 rates at the
comprehensive level vary from a low of $2,089 per
month in La Crosse County to a high of $2,490 per
month in Portage County. The intermediate rate is
the same for all five CMOs -- $712 per month.

In 2005-06, payments to CMOs totaled ap-
proximately $233.8 million, including $2.4 million
to support non-MA eligible individuals. Table 11

summarizes the capitation rates, enrollment and
MA cost estimates by county for 2006-07.

Table 11: CMO Capitation Rates, Enrollments
and Budgeted Expenditures

Comprehensive October, 2006-07

Rates 2006 Budget
County CY 2007 Enrollment  (All Funds)
Fonddulac $2,231 966 $25,516,100
La Crosse 2,089 1,717 41,856,200
Portage 2,490 889 26,825,300
Milwaukee 2,117 5,979 155,469,700
Richland 2,204 346 9,343,200
Total 9,897 $259,010,500

Administration. DHFS has a number of duties
in administering the Family Care program, includ-
ing: (a) developing and implementing the monthly
per person rate structure to support the costs of the
Family Care benefit; (b) maintaining continuous
quality assurance and quality improvements; (c)
requiring, by contract, that ADRCs and CMOs es-
tablish procedures under which an individual who
applies for or receives the Family Care benefit may
register a complaint or grievance and procedures
for resolving complaints and grievances; and (d)
developing criteria to assign priority equitably on
any waiting lists for persons who are eligible for
the Family Care benefit but who do not qualify for
MA.

For any county or tribe participating in the
Family Care program, the county board of
supervisors, the county administrator, or the tribe
must appoint a local long-term care council (LTCC)
to fulfill the following duties:

a. Develop the initial plan for the structure of
the ADRC and the CMO, including recommenda-
tions to the county board (or other governing
board or tribe) and to DHFS;

b. Under criteria prescribed by DHFS in
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consultation with the state Council on Long-Term
Care, evaluate the performance of the CMO and
determine whether additional CMOs are needed in
the area and, if so, recommend this to DHFS;

c. Advise DHFS regarding applications for
initial certification or certification renewal of
CMOs, including providing recommendations for
organizations applying for certification or
recertification, and assist DHFS in reviewing and
evaluating the applications;

d. Receive information about and monitor
complaints from individuals served by the CMOs
concerning whether the numbers of providers of
long-term care services used by the CMOs are
sufficient to ensure convenient and desirable
consumer choice and provide recommendations to
DHFS;

e. Review initial plans and existing provider
networks of any CMO to assist the CMO in
developing a network of service providers that
includes a sufficient number of accessible,
convenient and desirable services;

f. Advise CMOs about whether to offer
optional acute and primary health care services
and, if so, how these benefits should be offered;

g. Review the utilization of various types of
long-term care services by CMOs;

h. Monitor the pattern of enrollments and
disenrollments in the CMOs;

i. Identify gaps in services, living arrange-
ments and community resources and develop
strategies to build local capacity to serve older in-
dividuals and individuals with physical or devel-
opmental disabilities;

j-  Perform long-range planning on policy for

older individuals and individuals with physical or
developmental disabilities;
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k. Annually review interagency agreements
between the ADRC and CMOs and make recom-
mendations, as appropriate, on the interaction be-
tween the resource center and CMOs to assure co-
ordination among them;

.  Annually review the number and types of
complaints and grievances about the long-term
care system by individuals who receive or may
receive care under the system, to determine if a
need exists for system changes, and recommend
system or other changes, if appropriate;

m. Identify potential new sources of commu-
nity resources and funding for needed services for
the elderly and disabled;

n. Support long-term care system improve-
ments to the elderly and disabled; and

0. Annually report to DHFS concerning
significant achievements and problems in the local
long-term care system.

State law requires that more than half of the
members of the council be persons who are elderly
or who have physical or developmental disabilities
(or their immediate family members or representa-
tives). The remaining members should include
providers of long-term care services, county resi-
dents with the ability and interest in long-term
care, and members of the county board of supervi-
sors or other elected officials.

In December, 2003, APS Health Care, Inc.
completed an independent evaluation of the access
to, quality, and cost effectiveness of the Family
Care program in calendar year 2002. The following
conclusions were identified in the report:

Access. (1) The long-term care functional screen
is an accurate and reliable instrument for assessing
eligibility; (2) the use of independent, third-party
"enrollment consultants" to ensure individuals
fully understand the Family Care program and
eligibility for other long-term services is valuable;



(3) a major accomplishment of the program was
elimination of wait lists in the CMO counties by the
end of calendar year 2002; (4) access monitoring
activities need to be strengthened; (5) CMOs
appear to meet requirements for health services
availability, accessibility, adequacy, and access
performance standards; (6) the number of
providers participating in the MA program may
have increased; (7) reliance on emergency room
utilization did not significantly change over time;
(8) the frequency of visits to physicians and
hospital lengths of stay decreased; and (9) DHFS
must continue developing strategies to better track
and understand reasons for disenroliments.

Quality. (1) All five CMOs demonstrated a
"member-centered" orientation with strengths in
care management; (2) four of the five CMOs were
able to resolve all outstanding issues within three
reviews of their member-centered assessment and
plan reviews, grievance; (3) appeal data does not
fully reflect the total complaints that were made;
(4) CMOs have considerable flexibility in meeting
quality standards that have resulted in both
creative efforts and problems with record keeping
and data utilization; (5) members consistently
report high levels of self-determination and choice
and health and safety outcomes and supports; (6)
the more time an individual spent in Family Care
resulted in a greater presence of indicators of
outcomes and supports being present; and (7) the
program has the potential to reduce costs by
improving health care and health outcomes.

Cost Effectiveness. In order to evaluate the cost-
effectiveness of the Family Care program, APS
reviewed service utilization and expenditure data:
(a) for Family Care participants before and after
they enrolled; (b) for Family Care participants and
compared data to similar groups of MA recipients
that did not participate in Family Care; and (c) at
the county level and at the individual level.

The evaluation reached the following
conclusions: (1) the rate setting and capitated
payment system methodology is sound; (2) total

long-term care costs for members in the non-
Milwaukee CMO counties increased less than for
the statewide comparison group; (3) spending and
utilization rates for home health care visits
increased; (4) costs for inpatient hospital and
physician office visits decreased for Family Care
members but increased for the comparison group
over the study period; (5) prescription drug costs
increased more for Family Care members than for
the comparison group; (6) geographic differences
account for a substantial amount of the changes
over time observed in spending and utilization
rates by members; (7) members in the non-
Milwaukee CMO counties saw significant
decreases for personal care and residential care
services; (8) members saw post-enrollment cost and
utilization reductions in ICF-MR days; and (9)
Family Care has the potential to generate savings
through improved member health care and health
outcomes.

Independent Care Program and SSI Managed
Care

Since 1994, the independent care (I-Care) pro-
gram has provided coordinated medical and social
services for SSl-related MA enrollees ages 18 and
older in Milwaukee County. Under the program,
care coordinators assess the medical, behavioral
health and social needs of recipients and develop
case plans with enrollees and their providers. The
SSI managed care initiative (described in Chapter
3) has since expanded to serve Southeast Wisconsin
(Kenosha, Racine, and Waukesha counties), and
Dane County. Individuals enrolled in I-Care and
SSI managed care programs receive certain benefits
that are not available to MA recipients who receive
services on a fee-for-service basis, including ongo-
ing care coordination services, exemption from co-
payments, more convenient access to transporta-
tion, and access to certain non-standard services.

In 2006, the MA program paid SSI managed
care providers under a 32-cell rate structure for
Medicaid-only and Medicare-eligible individuals
who receive SSI cash payments and for those who
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do not receive cash payments. The rates reflect
risk-adjusted rates for enrollee age and gender. The
age and gender adjusted rates are based on a four-
cell rate structure that is sensitive to cost variances
based on an enrollee's eligibility group and
Medicare status. The SSI managed care program
also enrolls SSI eligible individuals who qualify for
Medicaid benefits under the Medicaid Purchase
Plan (MAPP). A single rate cell structure has been
established for Medicaid-only and other Medicare-
eligible  MAPP enrollees because the limited
number of participants does not allow for the
calculation of credible age and gender adjusted rate
cells.

In 2006, the MA program paid the regionally
determined capitation rates shown in Table 12. As
of November, 2006, there were a combined total of
19,900 individuals enrolled in the SSI managed care
program within the three regions. Approximately
$227.5 million (all funds) is budgeted to support
SSI managed care capitation payments in 2006-07.

Table 12: SSI Managed Care Monthly Capitation
Rates by Region and Enrollee Group (CY 2006)

provide both acute health and long-term care
services to elderly and disabled individuals who
are eligible for nursing home care. The programs
provide a comprehensive system of health care and
other supportive services to maintain people in the
community. These voluntary programs are
available to people that are eligible for both MA
and Medicare.

There are two primary differences between
PACE and WPP. First, PACE requires enrollees to
attend a day health center on a regular basis in or-
der to receive many services. In contrast, WPP fo-
cuses on providing comprehensive services in the
participants’ homes while offering voluntary en-
rollment in adult day care. Second, PACE requires
that the client’s primary physician be a physician
who is a member of the PACE organization, while
WHPP attempts to retain the client’s current primary
physician by recruiting that physician to the WPP
organization. PACE programs serve only elderly
individuals, while the WPP also serves individuals
with physical disabilities.

There is currently one PACE site
(Community Care Health Plan (CCHP) in
Milwaukee) and five WPP sites (CCHP in

Milwaukee Dane  Southeast Milwaukee County, CCHP in Racine
County County Wisconsin County, ElderCare Health Plan in Dane
County, Health Plan for Community Liv-
MA Only Eligibles, ing in Dane County, and Partnership
Cash Payment $862.31  $541.41 $772.44 . .
Medicare Eligibles, Health Plan in Dunn, Chippewa, and Eau
Cash Payment 235.47 122.70 161.54 Claire Counties.)
MA Only Eligibles,
No Cash Payment 1583579 71223 1,0%6.70 The MA capitation rates DHFS pays to
Medicare Eligibles, . . .
No Cash Payment 272.93 13556 169.14 provide services vary by site. In 2006, these
MA Only MAPP Enrollees, capitation rates ranged from $2,814 for eld-
Cash Payment 110548  1,025.45 1,112.03 erly persons at ElderCare in Dane County
Medicare eligible MAPP to $5,913 for persons with developmental
Enrollees, Cash Payment 154.96 184.81 137.90 ! P P

PACE/Wisconsin Partnership Program
The program for all-inclusive care for the

elderly (PACE) and the Wisconsin partnership
program (WPP) are managed care programs that
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disabilities at the Community Living Alli-

ance in Dane County. In addition to the
MA capitation rate, these agencies also receive a
Medicare capitation rate for acute care services.
The MA capitation rate reflects an estimated 5%
savings from the average fee-for-service equivalent
for nursing home care. Table 13 lists the range of



capitation rates, enrollment, and actual expendi-
tures for each of the PACE/WPP sites.

Table 13: PACE/WPP Capitation Rates,
Enrollments and Expenditures (All Funds)

Calendar Year  Nov. 2006 2005-06*
Site 2006 Rates Enrollment Expenditures
CCHP $2,898 to $4,293 950 $34,666,100
Elder Care $2,814 to $4,039 619 19,202,200
HPCL $4,030 to $5,913 332 16,465,700
PHP $2,844 to $5,582 1,029 29,970,300
Total 2,930 $100,304,300

Home- and Community-Based Waiver Services

CMS may waive certain requirements of federal
MA law to permit states to develop innovative
methods of delivering or paying for MA services.
In Wisconsin, CMS has approved waivers to enable
the state to deliver services to certain MA
populations through HMOs and to provide home-
and community-based services as an alternative to
institutional care.

Under the community-based waiver provisions
of federal MA law, states may offer medical and
support services to certain groups of MA recipi-
ents. Community-based waiver services provide a
cost-effective alternative to institutional care that
may not otherwise be available to MA recipients.
Medical support and social services generally ex-
cluded from MA coverage can be offered to waiver
participants, including supportive home care ser-
vices, home modifications, adaptive aids, special-
ized transportation services, adult day care, and
supportive services in community-based residen-
tial facilities, as well as any other services re-
quested by the state and approved by CMS. Ap-
pendix IV to this paper provides a list of waiver

services available under CIP IA, CIP IB, BIW,
CLTS, COP-W and CIP-II.

Applicants for these programs are evaluated to
determine the level of care they require, including
whether they require care in a nursing facility or
ICF-MR. Individuals who meet the level of care
requirements must be informed of the availability
of the MA-waiver services, but cannot be required
to participate in MA-waiver programs. MA waiver
participants may be either relocated or diverted
from institutions.

Unlike MA card services and nursing home
care, which are entitlements to all individuals who
qualify for such services, the amount of MA com-
munity-based waiver services available to qualify-
ing individuals is limited by state and county
budgets. As a result, eligible individuals can be,
and often are, placed on waiting lists for these pro-
grams. Table 14 presents information on the num-
ber of individuals on waiting lists for COP and MA
waiver services in each year from 1996 through
2005. Of the 11,583 individuals on waiting lists as
of December 31, 2005, 634 (5.5%) were residing in
an institution, 7,930 (68.5%) were receiving no pub-
lic long-term care funding, and 3,019 (26%) were

Table 14: Number of Individuals on
County COP and MA Waiver Program
Waiting Lists*

Year Number
1996 8,834
1997 8,270
1998 9,189
1999 10,829
2000 11,353
2001 9,478**
2002 9,330
2003 10,143
2004 12,969
2005 11,583

*As of December 31 of each year.

**The Family Care benefit became available in
2001 resulting in significant waiting list
reductions.
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receiving some public long-term care funding but
not COP or waiver funding.

In order to obtain a federal MA home- and
community-based services waiver from CMS, a
state must demonstrate that the projected average
per capita cost for individuals receiving services
under a waiver do not exceed the costs which
would have been incurred for the same group of
individuals had the waiver not been granted. A
state may exclude individuals from the waiver for
whom the cost of waiver services is likely to exceed
the cost of institutionalization. States must also
provide assurances that safeguards are in place to
protect the health and welfare of waiver
participants.

A state's waiver application is required to spec-
ify a limit on the number of individuals who will
participate in the waiver; however the limit is often
set well above the projected number of individuals
to be served. Furthermore, CMS usually increases
the limit at a state's request. Waivers are granted
for an initial period of three years, while waiver
renewals are usually authorized for five-year peri-
ods.

Under seven federal MA home- and
community-based waivers, Wisconsin operates
seven programs that are intended to reduce the
number of individuals who would receive long-
term care services in nursing homes or institutions.
Individuals who are elderly and physically
disabled are served under one federal waiver that
encompasses two state programs — the community
options waiver program (COP-W) and the
community integration (CIP 1) program. The
community integration programs CIP IA and CIP
IB are authorized under one federal waiver, while
the brain injury waiver (BIW) operates under a
single, separate waiver. The children's long-term
support (CLTS) and intensive in-home autism
programs are authorized under three separate
federal waivers. The Department is also working
with CMS to secure a new waiver to implement a
community opportunities recovery program
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(COR), targeting services to adults who have co-
occurring mental and physical health conditions.

DHEFS allocates the funding budgeted for each
waiver program to counties on a calendar year
basis. The state-supported COP and COP-waiver
allocations are based on the prior calendar year's
awards. These base allocations are adjusted only
when there is a change in the total amount of
funding appropriated by the Legislature for these
programs. Under CIP I, allocations are based on
the number of slots designated for a county and the
daily rate. The allocations for the other MA waivers
are based on the most recent caseload information
and the actual county costs per day in calendar
year 2005, inflated to 2007. Counties may obtain
federal MA matching funds for eligible services
supported by county funds. Appendix V lists 2007
county allocations of GPR funding budgeted for
MA waiver services and services funded under
COP.

In order to participate in the MA waiver
programs, individuals must meet both financial
and non-financial eligibility criteria.

Non-Financial Criteria. In addition to the MA
financial eligibility criteria, individuals must meet
nursing home level of care requirements in order to
qualify for the state's MA waiver programs. The
services available under the MA waiver programs
are intended to substitute for nursing home care
and thus, are only available to individuals who
require that level of care.

Financial Criteria. Several provisions of MA law
relating to eligibility for institutional care are also
applicable to the MA home- and community-based
waiver programs. For instance, states may provide
nursing home and MA waiver services to indi-
viduals with income between 100% to 300% of the
applicable 2006 SSI payment level (up to $1,809 per
month in 2006). The same spousal impoverishment
protections apply to spouses that receive services
in a nursing home or under the MA home- and
community-based waiver programs. However, in-



dividuals who qualify under the special income
limit and receive services in the community may
retain a greater amount of income for rent, food,
and other living expenses under the personal needs
allowance than individuals who reside in nursing
homes. In 2006, under the MA waiver programs,
the personal needs allowance ranges from $783 to
$1,809 per month, whereas nursing home residents
may retain $45 per month. The personal needs al-
lowance is larger, in part, because room and board
costs are not an allowable benefit under the MA
waiver programs, and participants must use their
personal needs allowance to support this cost.

Community Integration Program -- CIP IA.
The community integration program |IA provides
community-based services to individuals who
previously resided at one of the three state centers
for the developmentally disabled (Northern Center
in Chippewa Falls, Central Center in Madison and
Southern Center near Union Grove). State law
requires that a center must not fill a bed that has
been left vacant because of a relocation under CIP
IA.

The county in which the person relocates
receives the CIP IA slot to finance the services in
the community. If the CIP IA participant dies, the
county retains the CIP IA slot to fund community
services to other individuals with developmental
disabilities.

For the 2006-07 fiscal year, DHFS provides
counties a maximum average per day allowance of
$125 for each person relocated from the centers
before July 1, 1995, $153 for relocations that
occurred between July 1, 1995 and June 30, 1997,
$225 for individuals placed between July 1, 2002
and June 30, 2003, and $325 for persons placed on
or after July 1, 2003. For CIP IA participants whose
service costs exceed the fully-funded rate, counties
can be reimbursed with federal matching funds for
approximately 58% of the excess costs, as long as
overall expenditures for theses services are below
the maximum permitted under the waiver. In 2005-
06, approximately $94.5 million was expended to

support CIP IA services, including approximately
$7.4 million of county funds.

The average cost of serving residents at the
three state centers was $526.50 per day in 2005,
compared to $259.73 per day for individuals
enrolled in CIP IA when MA card services
expenditures are included.

Community Integration Program -- CIP IB.
The community integration program IB provides
community-based services for individuals who are
relocated or diverted from ICFs-MR other than the
state centers for the developmentally disabled. A
CIP IB slot can be created in three ways: (1) the
Legislature can provide funding to support addi-
tional CIP IB slots that do not require the closing of
an ICF-MR bed; (2) a slot may be created following
the closure of an ICF-MR bed; or (3) counties can
create slots by funding the required state MA
match for these slots.

The allocation of new CIP IB slots depends on
how they are created. DHFS allocates new, state-
funded slots that do not result from a bed closure
to counties based on need. DHFS usually provides
slots created by bed closings to the county in which
the facility is located.

In 2006-07, the maximum average per day
allowance for state reimbursement under CIP IB is
$49.67, although DHFS pays a higher rate for
placements from facilities that close or have on file
a Department-approved plan for significant
downsizing. The state claims federal matching
funds for county costs that exceed the state
payment rates up to a maximum of the average
cost of care in an ICF-MR (approximately $176.89
per day). As of May, 2006 there were 3,432 state-
funded and 7,385 locally-supported individuals
participating in CIP IB. In addition to these state-
matched slots, Wisconsin claims federal funding
for individuals for whom counties elect to provide
the state match with county funds. In 2005-06,
approximately $337.9 million was expended to
support CIP IB services, including $108 million of
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county funds.

Relocation Initiative. 2003 Wisconsin Act 33 in-
cluded statutory changes that were intended to re-
duce the number of individuals with developmen-
tal disabilities admitted to, and living in, ICFs-MR.
In addition, the act transferred from the state to
counties the responsibility for the non-federal costs
of care for individuals with developmental disabili-
ties who were receiving services in ICFs-MR and
nursing homes, other than the state centers for the
developmentally disabled. The change was in-
tended to increase access to community-based,
long-term care services for individuals with devel-
opmental disabilities by allowing counties access to
funding which had been previously designated
solely for institutional care, and to instead use
those funds to support noninstitutional services for
these individuals (referred to as "the money fol-
lows the person™), as long as total program costs
for institutional and community services could be
managed within the same allowable funding limit.
Act 33 also provided funding for phase-down
payments to ICFs-MR that agreed to reduce the
number of their licensed beds.

As of January 1, 2005, 1,412 individuals with
developmental disabilities resided in ICFs-MR and
nursing homes in Wisconsin, other than the state
centers. This population is considered to be the
target population for the community relocation
initiative. As of September, 2006, 434 of these
individuals had relocated from institutions to
alternative community-based residential settings.

The average cost of serving individuals with
developmental disabilities in ICFs-MR other than
the state centers was $176.89 per day in 2005. By
comparison, the average actual cost to serve a
person under CIP IB was $121.20 per day, when
costs for MA card services are included. During
calendar year 2005, 1,314 individuals were
participating in CIP IA, and 10,566 in CIP IB.

CIP IA and CIP IB participants may participate
in the self-determination project. The project was
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created in 1998 under a three-year Robert Wood
Johnson Foundation grant to expand consumer
choice and control for individuals with develop-
mental disabilities in three Wisconsin counties (La
Crosse, Winnebago, and Dane Counties). Under
the initiative, participants are part of a person-
centered team that is responsible for identifying the
care needs of the individual and how those needs
will be met by: (a) identifying the enrollee's goals
and establishing a method to attain those goals; (b)
adhering to the constraints of a care budget estab-
lished for the individual; (c) strengthening social
supports and using community resources; and (d)
establishing processes and supports to meet the
needs identified in a consumer-directed service
plan. The project allows participants to have
greater choice in determining what services will be
provided and who will provide those services,
while technical functions, such as payroll-related
duties are designated to fiscal intermediaries. As of
July 1, 2006, 56 CIP IA and 970 CIP IB enrollees
were participating in this option.

Community Integration Program -- CIP II. CIP
Il participants are individuals who are either over
the age of 65 years or physically disabled who are
relocated or diverted from nursing homes. CIP Il
funding is based on actual and anticipated nursing
home bed closures. The Legislature may create new
CIP 11 slots without the requirement that a nursing
home bed be closed. However, under state statutes,
the number of MA recipients who receive CIP Il
services at any time may not exceed the number of
MA beds that are closed.

For 2006-07, the maximum daily reimbursement
rate available to counties serving CIP Il clients is
$41.86. However, 2003 Wisconsin Act 33 author-
ized DHFS to provide counties enhanced reim-
bursement for CIP Il services provided to indi-
viduals who are relocated to the community after
July 24, 2003, if the nursing home bed that was oc-
cupied by the individual is delicensed upon reloca-
tion. Similar to other MA waiver programs, coun-
ties can receive federal matching funds for costs in
excess of this maximum. Since the costs of care for



individual service plans vary, counties are ex-
pected to support a combination of high cost and
low cost participants.

The authority of the Department to relocate
MA-eligible individuals from nursing homes to the
community and provide services under CIP Il was
expanded somewhat under 2005 Act 25. That act
authorized DHFS to pay counties an enhanced rate
(up to the actual cost of the plan) for services pro-
vided to individuals relocated to the community,
provided that the number of individuals relocated
under the provision did not exceed the number of
nursing home beds that are delicensed as part of
plans submitted by nursing homes and approved
by DHFS. Further, the aggregate cost of serving
these individuals in the community is required to
be less than the estimated cost of serving those in-
dividuals in a nursing home. Participation in the
relocation initiative remains voluntary. If an indi-
vidual relocated under this initiative receives ser-
vices for at least 180 days before leaving the pro-
gram, the county would retain the funding allo-
cated to provide services to the individual under
CIP 11, and would be allowed to use these funds to
provide services to eligible individuals who may
be on the county's waiting list for services, but not
yet residing in a nursing home.

Under 2005 Act 355, DHFS is authorized to pay
an enhanced rate for CIP |l services provided to up
to 150 individuals who meet the MA level of care
requirements for nursing home care, but who are
diverted from imminent entry into nursing homes
on or after July 27, 2005. The act requires DHFS to
develop criteria for determining when individuals
meet this standard, and directs the Department to
include considerations for the immanent loss of
current living arrangements and the risk of a long-
term nursing home stay. The act also allows DHFS
to submit a request to the Joint Committee on
Finance under a passive review process to increase
the number of persons served above 150, should it
become likely that the number of individuals
eligible to benefit from this provision may exceed
the statutory cap. As of December, 2006, DHFS has

not requested an expansion of the program.

In 2005-06, approximately $59.4 million was
expended to support CIP Il services, including $1.9
million of county funds. At the end of calendar
year 2005, 3,083 individuals were receiving MA
services under CIP Il. DHFS usually distributes
new CIP Il slots to the county in which the facility
with the closed bed is located.

Brain Injury Waiver (BIW). Individuals who
are substantially handicapped by a brain injury
and receive, or are eligible for, post-acute rehabili-
tation institutional care may receive community
services under this special waiver program. Cur-
rently, the maximum reimbursement rate is $180
per day. The brain injury waiver (BIW) does not
require a nursing home bed closing for creation of
a new slot. Instead, the number of available slots is
established as part of the state budget. Because of
the limited number of slots, any new or available
BIW slots are reserved for MA enrollees who re-
ceive care in certified units for brain injury rehabili-
tation and who will be relocating to the commu-
nity. In addition, counties may not retain a BIW
slot if an enrollee dies.

Before DHFS implemented this program, brain-
injured individuals would typically have to be
institutionalized because the other MA waiver
programs for which these individuals are eligible
do not provide sufficient funding to meet the needs
of this group. Further, people who suffer a brain
injury after they are 21 years old are not considered
developmentally disabled and therefore are not
eligible for services provided under CIP IA or CIP
IB.

In calendar year 2005, the program served 334
individuals. In 2005-06, approximately $20.3
million was expended for BIW services, including
$2.4 million of county funds.

Children's Long-Term  Support (CLTS)

Program. 2003 Wisconsin Act 33 provided funding
to support a new MA waiver program, operating
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under three MA home- and community-based
waivers, that provides children with long-term care
needs MA services and a single entry point for
eligibility determinations in each county. These
waivers include: (a) the children's developmental
disability waiver for children who meet the ICF-
MR level of care; (b) the children's mental health
waiver for children who meet the psychiatric
hospital or severe emotional disturbance level of
care; and (c) the children with physical disabilities
waiver for children with hospital, intensive skilled
nursing, skilled nursing, and intermediate care
facility levels of care.

The CLTS program seeks to improve access to
services, choice, coordination of care, quality, and
financing of long-term care services for children
with physical, sensory, and developmental
disabilities, and severe emotional disturbance.

2003 Wisconsin Act 33 provided $821,800 in
2004-05 to support waiver services to individuals
participating in the CLTS program. These waiver
slots have been allocated to several counties across
the state. Counties are also permitted to create
waiver slots by supplying the local match to obtain
federal matching funds to support these services.
As of July 1, 2006, there were 95 state-matched and
515 locally-matched CLTS slots.

In order to be eligible to participate in the CLTS
waiver, children must meet functional and
financial eligibility criteria that are similar to the
family support program and the Katie Beckett
eligibility criteria. The functional criteria require a
child to have a severe physical, emotional or
mental impairment which is diagnosed medically,
behaviorally or psychologically and which is
characterized by the need for individually planned
and coordinated care, treatment, vocational
rehabilitation or other services and which has
resulted, or is likely to result in, a substantial
functional limitation in at least two of the five
following functions of daily living: (a) learning; (b)
mobility; (c) receptive and expressive language
skills; (d) self-direction; and (e) self-care.
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The financial eligibility criteria require that, in
2006, the child's income may not exceed $1,809 per
month and countable assets may not exceed $2,000.
Children who have income and/or assets that
exceed these limits may become eligible for MA by
"spending down" to the CLTS income and asset
criteria.

Although, the income of the parents of the child
is not considered for determining eligibility for
MA, families may be required to contribute to the
cost of services. Fees are assessed for families at or
above 330% of the poverty level, beginning at one
percent of the service costs and increasing up to a
maximum of 41% of service costs for families with
incomes over 2000% of the federal poverty level.
County support, service coordination, and
administrative costs are excluded for purposes of
calculating the fee. Families may request a fee
recalculation if experiencing a dramatic change in
income, and my either deduct a disability
allowance of either the standard $3,300 from their
adjusted gross income or may deduct their actual
allowable medical deduction reported on their
income taxes from the previous calendar year.

The services provided under the CLTS waiver
are similar to those available under other MA
home- and community-based waivers. Some of the
services that are necessary for adults, such as
home-delivered meals, housing counseling, and
adult day care, adult family home, residential care
apartment complex, and community-based resi-
dential facility services, are not available to chil-
dren under the waivers. Similarly, the CLTS waiver
supports services that are not available under the
other waivers, including intensive in-home autism
services and specialized medical and therapeutic
supplies. DHFS paid counties an average daily rate
of $48.42 to provide waiver services in 2006. In ad-
dition to receiving waiver services, CLTS enrollees
have access to all MA-covered card services. As
with other MA waiver programs, DHFS allocates
funding to counties on a calendar year basis based
on each county's estimated expenditures.



Children may continue receiving services under
the waiver until they reach the age of 21 (as long as
they continue to be eligible for MA). At that time,
they must receive services under another waiver
program. This could result in some individuals
being placed on waiting lists for MA services once
they reach 21 years of age, although counties can
prevent a disruption in services by placing children
that receive services under CLTS on a waiting list
for an adult waiver slot.

Intensive In-Home Autism Services. 2003
Wisconsin Act 33 also created an intensive in-home
autism benefit operating under two of the three
children's long-term care waivers (the children's
developmental disability waiver and the children’s
mental health waiver). Intensive, in-home autism
services are defined as one-on-one behavioral
modification therapy services for children with
autism disorder, Asperger's disorder, or pervasive
developmental disorder. These services are
intended to teach autistic children the skills that
children would typically learn by imitating others
around them, such as social interaction and
language skills.

Until January 1, 2004, in-home autism services
were provided as a fee-for-service benefit under
the early and periodic screening, diagnosis, and
treatment (EPSDT) benefit. However, in June of
2000, the U.S. Department of Health and Human
Services (HHS) notified the state that in-home au-
tism services offered under the EPSDT benefit
would no longer be eligible for federal MA match-
ing funds. HHS later indicated that the appropriate
method for claiming federal financial participation
for intensive in-home autism services is through a
section 1915 (c) home- and community-based
waiver. As a result, the administration developed a
proposal to recreate the benefit as a service avail-
able under the CLTS waivers.

The state began providing intensive in-home
autism services under the CLTS waivers on Janu-
ary 1, 2004. When the in-home autism benefit be-
came available under the waivers, the responsibil-

ity for administering the in-home autism benefit
was transferred from the state to counties. As a re-
sult, counties became responsible for conducting
assessments, establishing individual service plans
(ISPs), and performing quality assurance activities
for each enrollee.

In order to qualify for intensive in-home autism
services, a child must have a verified diagnosis of
an autism spectrum disorder. The vast majority of
children eligible to receive autism services are
eligible for MA under the Katie Beckett provision,
while a small number of eligible individuals
qualify for MA as supplemental security income
(SSI) recipients.

Services may be provided at either the intensive
or ongoing level. Children are eligible for in-home
autism services at the intensive level for up to three
years as long as they begin receiving services by
the time they are eight years old. Services are
available at the ongoing level until the individual
reaches 16 years of age. As of November, 2006, 697
children were receiving intensive in-home autism
services, while 880 children were receiving ongoing
autism services.

Participants at the intensive level may receive
20 to 35 hours per week of intensive in-home
autism services plus one hour per week of case
management services, while participants at the
post-intensive level are limited by the services
identified in the ISP and the funding that is
available. An ISP is developed for each participant
to identify the type of care and number of hours of
service that each individual requires.

Funding is provided to counties to support in-
tensive in-home autism services based on an estab-
lished weekly rate and the number of hours speci-
fied in each participant's individual service plan. In
addition, counties are reimbursed for the cost of
case management, and are permitted to claim up to
7% of direct service and case management costs to
support administrative expenses. At the post-
intensive level, counties receive $30.60 per partici-
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pant per day to support all benefit and administra-
tive costs.

Community Opportunities Recovery Waiver.
Under 2005 Act 25, DHFS was directed to seek a
waiver from CMS to provide services under a new
home and community-based program for persons
with a dual diagnosis of mental health and
physical health conditions. The community
opportunities recovery waiver (COR) is anticipated
to serve MA recipients who have a serious mental
illness and who meet nursing home level of care
requirements, allowing them to receive services in
the community. As of December, 2006, CMS had
not yet approved the waiver request.

Community Options Waiver Program. The
community options waiver program (COP-W)
provides services to elderly and physically
disabled individuals who would otherwise receive
care in a nursing facility.

Unlike other community-waiver programs,
under COP-W, counties are allocated a given
amount of funding, rather than a number of slots
or placements. Thus, a county can serve more or
fewer clients, depending on the average cost per
client. However, counties are subject to the
federally imposed waiver-requirement that the
average cost of care statewide under COP-W does
not exceed the average cost of care in nursing
homes. DHFS limits the average expenditure per
COP-W client to $41.86 per day, which is the same
limit as under CIP I1.

The average cost of care for participants in the
COP-W and CIP Il programs was $73.33 per day in
calendar year 2005, while the average cost for MA
nursing home recipients was $120.42 per day. This
comparison includes not only direct costs, but
other costs such as MA card costs for hospital care
and other services and SSI costs. In calendar year
2005, 8,499 individuals received services under
COP-W. Approximately $89.9 million was ex-
pended to support COP-W services in calendar
year 2005, including $1.1 million in county funds.
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Community Options Program (Non-Waiver)

The non-waiver community options program is
a 100% GPR-supported program that counties use
to supplement funding for services provided under
the MA waiver programs and to support services
that are not covered under the waivers and services
for individuals who are not eligible for MA.
Counties also use this funding as the local match to
create new MA waiver slots or to draw down
federal matching funds on costs that exceed the
waiver daily rate. This funding may also be used to
support non-MA allowable expenditures, such as
room and board costs or certain medical supplies
and care provided by a spouse or parent of a
minor. There are two groups of individuals that are
eligible for COP services that are not eligible for
MA waiver services -- individuals with early stages
of Alzheimer's disease who do not require a skilled
nursing facility level of care and individuals with
chronic mental illness.

Eligibility. Similar to MA card services and the
MA waiver programs, individuals who apply for
COP funded services must meet both nonfinancial
and financial eligibility requirements.

Non-Financial Eligibility. In order for a person
to receive services supported by COP, a person
must meet at least one of five nonfinancial
eligibility criteria. Specifically, the person must:

1. Require a level of care reimbursable in
nursing homes under MA,

2. Meet requirements for participants in
Wisconsin's program that assists counties for the
cost of care for: (a) individuals who lost MA
eligibility prior to July 1, 1989, because the nursing
home in which they resided was determined to be
institution for mental disease (IMD); and (b)
individuals who replace those individuals;

3. Be a current resident of a nursing home



who is eligible for MA and who is identified as a
person for whom community care is appropriate;

4. Have a chronic mental illness and be likely
to require long-term care or repeated hospitaliza-
tion without long-term, community support ser-
vices; or

5. Be diagnosed as having Alzheimer's
disease or a related illness and meets certain level
of care requirements.

An individual must be a resident of Wisconsin
for at least six months before he or she is eligible
for COP services.

Counties may not use COP funds to support
waiver allowable services to certain individuals
who are eligible for MA waiver services.
Specifically, counties may not use COP funds to
provide waiver-allowable services to any person:
(1) for whom MA waiver services are available; (2)
for whom MA waiver services would require less
total expenditure of state funds than would
comparable services funded under COP; or (3) who
is eligible for and offered MA waiver services, but
chooses not to participate in the MA waiver
program. These provisions are intended to
maximize the total amount of federal MA funding
available to the state for community-based long-
term care.

Financial Eligibility. An individual who meets
the financial eligibility criteria for MA nursing
home care or one of the MA waiver programs also
meets the financial eligibility criteria under COP. In
addition, COP provides an alternative financial
eligibility test that allows a person who is likely to
become medically indigent within six months by
spending excess assets for medical or remedial care
to be financially eligible under COP.

The formula used by DHFS to implement this
six-month spend down provision compares the
sum of the individual's assets, after certain
exclusions, and the individual's projected income

over the next six months, after certain exclusions,
with the average cost of nursing home care for six
months. If the sum of assets and income is less than
the cost of nursing home care, the individual is
financially eligible for COP services. In 2006, DHFS
used $32,034 as the average cost of nursing home
care for a six-month period ($5,339 per month).

Many of the asset and income exclusions used
for the COP six-month spend down test are similar
to exclusions used for MA. However, some
differences affect both the eligibility determination
and the enrollee's cost-sharing responsibility.
Under COP:

a. Anindividual does not have to deplete his
or her assets immediately. Instead, one-sixth of the
value of assets above the exclusion level is added
to available resources for computing the
participant's cost share.

b. Participants not in substitute care may
exclude an additional $3,000 in assets.

c. The monthly income that may be excluded
for general living expenses also includes any
special non-medical expenses specified in the
county's cost-sharing plan. Allowances for non-
medical expenses by counties varies; some counties
do not allow any deductions, while other counties
allow deductions for property taxes, insurance
payments, high shelter costs and other items.

Although COP is not part of MA, MA spousal
impoverishment and the divestment provisions
apply. The divestment provisions may be waived
if: (a) the transferred resource has no current value;
or (b) the county determines that undue hardship
would result to the person or to his or her family
from a denial of financial eligibility or from
including all or a portion of a transferred resource
in the calculation of the amount of cost-sharing
required.

Services. In general, counties use COP funds to
supplement funding for MA waiver clients in three
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areas: (1) to provide pre-relocation funding; (2) to
purchase services that cannot be funded under the
waivers and to provide services to individuals who
are not eligible for the waivers; and (3) to
supplement funding provided under the MA
waiver programs.

For instance, COP funds may be used to
develop assessments and case plans for applicants
for MA waiver services or to initiate services while
a future waiver client is still residing in an
institution, for a period of up to 90 days. For
example, counties may use COP funds to pay the
security deposit on an apartment, to install a
telephone, to purchase furnishings or to make
housing modifications before a person's moves to
the apartment.

Counties may also use COP funds to provide
services that cannot be funded under the MA
waiver programs, including room or board
expenses, certain medical supplies and care
provided by a spouse or parent of a minor.

Finally, counties may use COP funding to
supplement MA waiver funding in those instances
where the total amount provided under the waiver,
together with other available sources of funding, is
insufficient to support the costs of providing
community-based services.

Counties' use of COP funding is subject to the
following restrictions:

1.  No state funds may be used to purchase
land or construct buildings;

2. No state funds may be used to provide
services for an individual who resides in an
institution (other than for acute or recuperative
stays of 30 days or less), unless a variance is
granted by the county long-term support planning
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committee or DHFS; and

3. No state funds may be used for care
provided in a CBRF facility that is larger than 20
beds unless a variance is granted by DHFS or the
CBRF consists entirely of independent apartments.

Of the $61.9 million GPR expended for COP
services in calendar year 2005, counties expended
$8.7 million to provide services not covered under
the MA waiver programs, $13.0 million for
individuals not eligible for the MA waiver
program, $34.1 million to support locally-matched
CIP IB slots and waiver costs in excess of the state
maximum reimbursement rate for MA waiver
programs, and $6.1 million to support assessments,
case plans, and other expenditures.

Program Restrictions

Significant Numbers Requirement. State law
requires counties to provide noninstitutional
community alternatives for a "significant number"
of people in each of the COP client groups. This
requirement was enacted in response to concerns
that some client groups were underserved by COP,
particularly people with developmental disabilities
and chronic mental illness. DHFS is required to
determine what constitutes a "significant number”
of people for each county.

DHFS requires counties to allocate COP funds
to serve a minimum number of clients in the
following eligible groups: (a) elderly, 57%; (b)
developmentally disabled, 14%; (c) physically
disabled, 6.6%; and (d) chronically mentally ill,
6.6%. People with substance abuse problems are
also a target population under COP, but counties
are not required to allocate COP funds for this
population. DHFS may grant variances to the
"significant numbers" requirement on a county-by-
county basis.



Table 15 presents statewide information on the
number of people served in each COP client group
on December 31, 2005 and compares the
percentage of individuals served in each client
group to the "significant numbers" percentages. For
purposes of compliance with the "significant
numbers" requirement, clients served with COP
and COP-W funds are counted on December 31st
of each year. To provide counties with the
flexibility to exceed the "significant numbers"
percentages, the total of the percentages is less than
100%.

Table 15: Total Number of Person Served with
COP and COP-W Funds by Disability Group
(December 31, 2005)

"Significant
Actual Numbers"
Number Percent Percentages

Elderly* 5,498 50.4% 57.0%
Developmentally disabled 2,453 225 14.0
Physically disabled 2,208 20.3 6.6
Seriously mentally ill 735 6.7 6.6
Chemically dependent

and others 7 01 00
Total 10,901  100.0% 84.2%

*All individuals over 65, regardless of primary disability, are
counted as elderly.
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Federal law permits states to use several
funding sources, other than state tax revenue, to
support the states’ share of MA benefits costs.
These funding sources include:

e Broad-based health care related taxes,
including assessments, licensing and certification
fees, which states may levy on classes of health
care services or on providers of these services,
including nursing facilities, hospitals, physician
services and other health care services.

e Certain provider-related donations that
are made directly or indirectly to the state or local
government by a health care provider or a similar
entity.

e Intergovernmental transfers of funds
made to the state by local subdivisions within the
state.

< Revenues contributed by local govern-
ments.

However, federal law places some restrictions
on states' use of these funding sources. For
example:

e Provider assessments must be broad-
based and applied uniformly to classes of
providers;

e Donations or voluntary contributions
from a provider must not have a direct or indirect
relationship with MA payments to that provider,
that class of providers, or a related entity;

e There are prohibitions on state hold-
harmless provisions that allow providers to
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CHAPTER 5

FUNDING SOURCES

receive back in MA payments most or all of what
they pay under the provider tax; and

< No more than 25% of the allowable share
of state funds may be collected from a provider
assessment.

Under federal law, public funds may be
considered as the state's share in claiming federal
MA matching funds, if the funds: (a) are
appropriated directly to the agency administering
MA,; or (b) are transferred from other public
agencies (including tribes) to the state MA agency
and are under the MA agency's administrative
control and the public funds are not federal funds
the state uses to match other federal funds. In
addition, state and federal funds must be allocated
across the state to ensure that individuals in
similar circumstances are treated similarly
throughout the state and that a lack of funds from
local sources does not result in lowering the
amount, duration, scope, or quality of services or
level of administration, under the state plan.

Wisconsin uses several of these funding
sources, in addition to GPR, to support the state's
share of MA costs. This chapter briefly describes
these sources.

Provider = Assessments.  Wisconsin  has
established provider assessments on nursing
homes and hospitals to fund a portion of the state's
share of MA costs.

Nursing Homes. The state established a provider
assessment on nursing home beds in 1991-92. The
nursing home assessment is an amount per
licensed nursing home bed and applies to all



nursing home beds, including those in the state
centers for the developmentally disabled, the state
veterans homes, and beds occupied by Medicare
beneficiaries. In 2006-07, the monthly assessment
per bed is $75 for nursing facilities and $445 for
ICFs-MR.

The revenues generated from the nursing home
assessment are deposited, in part, in the medical
assistance trust fund (MATF). In 2005-06, the nurs-
ing home bed assessment generated approxi-
mately $44.5 million -- $30.7 million of which was
deposited in the MATF and $13.8 million of which
was deposited in the general fund.

Although federal rules prohibit states from
implementing any hold- harmless provisions that
would directly tie MA reimbursement levels to the
amount of the tax paid by any individual provider,
most nursing homes benefit from the assessment
because the state has used assessment revenue and
the federal matching funds, in part, to fund rate
increases for nursing homes. Non-MA residents
may benefit to some degree if higher MA provider
rates result in less cost-shifting to private-pay
patients. Nursing homes with few or no MA-
funded residents do not benefit significantly from
higher MA provider rates. However, many
nursing homes have a large number of residents
supported by MA. As of December 31, 2005, only
18 of the 401 licensed nursing homes in the state
were not certified to serve MA-funded residents.
On December 31, 2005, approximately 64% of
Wisconsin nursing home residents used MA as
their primary source of payment for services. For
private-pay residents, a nursing home may elect to
include the assessment in their bill, either in the
overall rate or as a separate, billable amount.

Hospitals. Current law requires DHFS to assess
hospitals a total of $1.5 million annually. All
revenue from the assessment is credited to a
program revenue appropriation to support a
portion of MA benefits costs. The amount each
hospital pays in each year is proportional to the
hospital's share of total gross private pay revenues

all hospitals received in the previous fiscal year.

Licensing and Certification Revenues. DHFS
currently collects revenue to support its regulation
function by charging facilities a flat certification
fee or a fixed amount per licensed bed that varies
by the type of facility. For instance, nursing homes
are required to pay $6 per licensed bed annually,
while other inpatient health care facilities, such as
hospitals, pay $18 per licensed bed. Licensing and
support service revenues currently support health
facility plan and rule development activities,
facility accreditation, capital construction and
remodeling plan reviews, technical assistance, and
associated licensing and support costs. Facility
accreditation, technical assistance, and licensing
and support costs are eligible for federal matching
funds under MA. In 2005-06, approximately
$237,700 in licensing and certification revenues
were used support MA-allowable costs, generating
$328,200 in federal matching funds.

Nursing Home Intergovernmental Transfer
Program. Wisconsin claimed federal MA funds
under the nursing home intergovernmental trans-
fer (IGT) program from 1985-86 through 2004-05.
Under the program, the state claimed federal MA
funds based on the difference between what the
state actually paid to nursing homes and what the
state would have paid to these nursing homes un-
der Medicare payment principals. Beginning in
2001-02, the net federal revenue the state received
under the IGT program was deposited to the
MATF, which DHFS used to support a portion of
the state's share of MA benefits costs.

Table 16 identifies the amount of federal MA
matching funds the state received each year under
the nursing home IGT program from 1992-93
through 2004-05.

The state’s nursing home IGT revenues
decreased dramatically in 2003-04 after the Health
Care Financing Administration (now CMS) issued
a regulation relating to the upper payment limit
(UPL) that narrowed the Medicare UPL provision
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that states used to maximize the receipt of federal
MA reimbursement. The new rule established an
additional Medicare UPL test that is applied
separately to non-state, public nursing facilities
that prohibits the use of any difference between
the federal UPL and the actual payments to private
facilities to claim excess funds in order to support
higher payments to county and municipal
facilities. Previously, the UPL test was applied in
aggregate to each group of nursing homes so that
the test was applied to privately owned (profit and
nonprofit) nursing homes and county- and
municipally-owned nursing homes as a group.

Table 16; Nursing Home
IGT Revenues ($ in Millions)
Fiscal Year Amount
1992-93 $18.6
1993-94 42,5
1994-95 67.5
1995-96 63.2
1996-97 118.5
1997-98 94.1
1998-99 95.4
1999-00 105.0
2000-01 372.8
2001-02 351.7
2002-03 3225
2003-04 52.8
2004-05 50.9

Transitional provisions included under this
rule permitted states to gradually comply with
these new requirements over several years.
Wisconsin, Nebraska and Pennsylvania were
permitted to phase-out the excess payments made
in 1999-00 by increments of 15% each year,
beginning in 2003-04 and continuing until the
excess payments are completely phased-out by
2009-10. In addition, the transitional provisions
allowed Wisconsin to claim higher IGT revenues
through 2002-03.

Certified Public Expenditure Program. After
CMS imposed restrictions on the amounts that
states could claim under IGT and began phasing
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out payments, DHFS determined that larger
reimbursement claims could be made using the
operating losses incurred by nursing homes. In
2005, DHFS requested CMS' approval to create a
"certified public expenditure program,” under
which the state would receive federal MA
matching funds based on unreimbursed costs
counties and private facilities incur to provide
nursing home care to MA recipients. As of January
1, 2007, CMS had not yet approved Wisconsin's
request. However, CMS has approved similar
programs in other states, and is expected to
approve Wisconsin's application before the end of
the 2005-07 biennium.

MA Trust Fund. The MATF was created by
2001 Act 16 as a separate, nonlapsible trust fund to
which all federal matching funds based on nursing
home and local government intergovernmental
transfer were deposited. In the years following its
creation, the Legislature has designated revenue
from other sources, including transfers from the
general fund and a portion of the revenues
collected from the nursing home bed assessment,
for deposit to the MATF. As in previous biennium,
segregated revenues budgeted in the 2005-07
biennium from the MATF supports a portion of
the state's share of MA benefits costs.

Local Government Revenue. Local govern-
ment revenue used to fund the state's share of MA
costs can come from state aid programs, including
community aids, the community options program
(COP) and shared revenue, as well as from local
taxes.

Counties provide the largest share of local
government revenue, but school districts also
contribute a portion of the state's share of MA
benefits costs. Table 17 identifies the estimated
amount of local government revenue used to fund
MA benefits costs in 2005-06.

MA Waivers. Counties retain federal MA
matching funds the state claims for costs counties
incur in providing home- and community-based



Table 17: Estimated Local Funds Used to Match Federal MA

Funds (Fiscal Year 2005-06)

Local FED Total

Waiver Services $127,190,900

Non-Institutional Services

$92,786,400

$219,977,300

abuse day treatment and outpatient ser-
vices; (f) nursing services; (g) personal care;
(h) community support program; (i) com-
munity-based psychosocial services; (j) res-
piratory care for ventilator-dependent indi-
viduals; (k) case management; (I) prenatal

Community Support Program 19,232,600 26,363,900 45,596,500 . . .
Case Management Services 14,855,000 20,363,200 35,218,200 care and child care coordination; and (m)
Crisis Intervention Services 10,924,500 14,975,200 25,899,700 mental health crisis intervention services.
Other 9,200 12,600 21,800
School-Based Services 27,236,900 37,336,100 64,573,000 . . .
Milwaukee County IGT Under provisions of 2003 Wisconsin Act
GAMP Payment 6,799,400 9,320,600 16,120,000 33, DHFS suspended CSDRB payments to
Total $171,844,000 $235562,500  $407,406,500 counties in fiscal years 2004-05 through

waiver services that exceed their state allocations
In calendar year 2005, counties and tribes
contributed approximately $102 million under the
MA waiver programs, generating approximately
$152.2 million in federal matching funds. As of
May, 2006, there were 7,385 CIP IB locally-
supported slots.

Non-Institutional Services Provided by Counties.
There are several non-institutional services for
which counties, rather than the state, provide the
state match. Counties, at their option, may elect to
provide these services and, by doing so, agree to
provide the state's share of funding. DHFS
forwards to counties the federal MA matching
funds DHFS claims for MA-eligible services. These
services include community support program
services, case management services, and crisis
intervention services.

Community Services Deficit Reduction Benefit.
Prior to 2004-05, counties and municipalities that
provided MA services could claim federal MA
matching funds, through the community services
deficit reduction benefit (CSDRB) to support their
costs of providing certain MA-covered services
that are not fully reimbursed under the rates estab-
lished in the MA maximum fee schedule. Services
eligible for federal MA matching funds under this
benefit included: (a) EPSDT; (b) home health; (c)
family planning; (d) physical, occupational, and
speech therapy; (e) mental health and substance

2006-07 because DHFS instead made sup-

plemental MA payments to counties for
these services under the Wisconsin Medicaid cost
reporting program (WIMCR) program. Under
provisions of 2005 Wisconsin Act 25, the CSDRB
program was eliminated.

School-Based  Services. School districts and
cooperative educational service agencies (CESAS)
provide the state's match for school-based health
services. Of the federal matching funds received
for school-based services, 60% is distributed to
school providers and 40% is credited to the state's
general fund.

Milwaukee County General Assistance Medical
Program IGT. In 2005-06, Milwaukee County
provided $6,799,400 to DHFS through an IGT to
support the state's share of payments to hospitals
in Milwaukee County as reimbursement for
services provided by the hospitals and originally
paid under Milwaukee County's general assistance
medical program (GAMP). These hospitals then
reimburse Milwaukee County for any payments
under GAMP.

Tribal Gaming Revenue. DHFS is budgeted
$825,000 annually from revenue the state receives
from tribes from gaming proceeds, to fund the
state's share of MA payments to tribal FQHCs.

Table 18 identifies the non-GPR funding
sources the state uses to fund the state's share of
MA benefits costs in the 2005-07 biennium.
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Table 18: Non-GPR Sources of the State's Share
of MA Benefits Costs (2005-07 Biennium)

2005-06 2006-07
Estimate Estimate
Provider Assessments
Nursing Home Assessment*  $44,603,000 $41,882,300
Hospital Assessment 1,500,000 1,500,000
Local Government Revenues
County Nursing Home CPE** 0 90,000,000
Other 171,844,000 174,378,100
Tribal Gaming Revenue 825,000 825,000
Total $218,772,000 $308,585,400

*Includes $13.8 million in 2005-06 and in 2006-07 from the
nursing home bed assessment that is deposited to the state's
general fund.

**The 2006-07 figure includes estimates of claims for services
provided in 2005-06 ($47 million) and 2006-07 ($43 million).

Donations. Finally, it is permissible for the
state to accept and use certain donations as a
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match for federal funding under MA. Under
federal law, the following provider-related
donations may be used as the state match to claim
federal funding: (a) bona fide provider-related
donations, which are donations made to the state
or local government that have no direct or indirect
relationship to MA payments to the health care
providers or related entities; and (b) donations
made by health care facilities to support the direct
costs of governmental employees who are located
at these facilities and who determine individuals'
eligibility for MA and conduct outreach activities.
There are no limitations on the amount of bona
fide provider-related donations that may be used
as the state match under MA; however, donations
for outstationed eligibility workers is limited to
10% of the state's MA administrative costs. The
state does not currently receive regular revenues in
the form of donations for the purposes of
supporting MA payments.



State law assigns DHFS numerous responsibili-
ties relating to the administration of the MA pro-
gram. These duties, which are listed under s.
49.45 of the statutes, include fiscal manage-
ment, general supervision, eligibility deter-
minations, fraud investigations and recovery

CHAPTER 6

ADMINISTRATION

ble 19 summarizes these contracting costs in 2005-
06, by funding source.

Table 19: MA, BadgerCare, SeniorCare, and Related Pro-
grams Administrative Contract Costs (Fiscal Year 2005-06)

of improper payments, claims processing, GPR/PR FED Total
provider certification and regulation, rule g agent services $15,473,200 $29,629,900 $45,103,100
development, and reporting requirements. In  Peer Review Organizations 303,800 834,900 1,138,700
addition, DHFS must ensure that the state's HMO Enrollment Assistance 1,295,900 1,295,900 2,591,800
MA I ith the state's MA  CARES 16,903,500 17,140,200 31,043,700

program complies with the state's Other DHFS Contracts 4,238,600 4734000 8,972,600
plan and federal law and policy. DHFS meets  Income Maintenance --
these responsibilities, in part, by contracting Eligibility Determinations* _25,834,300 45,962,600 71,796,900
with outside entities and Working with coun- Total $63,163,100 $99,597,500 $162,760,600
ties and tribal governing bodies.

*Estimated

Under state law, counties and tribal gov-
erning bodies are responsible for: (a) determining
MA eligibility and informing recipients of their
rights and duties; (b) recovering incorrect pay-
ments; (c) authorizing payments for certain mental
health benefits; (d) determining medical support
liability; (e) reporting health insurance information;
and (f) administering the MA home- and commu-
nity-based waiver programs.

MA Contracts. DHFS contracts with private
firms to provide several administrative services,
including processing claims, reviewing prior au-
thorization requests, conducting utilization re-
views, and identifying overpayments to providers.
Most of these services are provided under a con-
tract with the current MA fiscal agent, Electronic
Data Systems, Inc. (EDS). In 2005-06, DHFS ex-
pended approximately $162.8 million ($63.2 million
GPR and PR and $99.6 million FED) to support
contracted services for the MA, BadgerCare, Food-
Share, chronic disease, and supplemental security
income (SSI) caretaker supplement programs. Ta-

Most administrative costs are eligible for 50%
federal cost-sharing. However, some administra-
tive costs are matched at a higher rate. For instance,
Medicaid management information systems
(MMIS) functions, and services provided by MetasS-
tar and by certain state employed medical profes-
sionals are eligible for 75% cost-sharing.

Fiscal Agent Services. The MA fiscal agent
provides administrative services that support the
state's MA program and several related programs.
In 2005-06, DHFS paid EDS approximately $45.1
million for services EDS provided for these
programs. Of this amount, approximately $21.2
million (47%) supported claims processing
services. DHFS first entered into an agreement
with EDS to provide fiscal agent services in 1991.

Under the current fiscal agent contract, EDS
provides a variety of services, including:
processing claims, distributing MA eligibility
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cards, reviewing prior authorization requests,
reviewing prior authorization requests, managing
pharmacy  point-of-sale  systems, collecting
BadgerCare premiums, coordinating benefits, and
maintaining MMIS.

Peer Review Organizations. Under federal law,
states are required to develop a utilization review
plan and provisions for the external review of cer-
tain facilities. In order to meet these requirements,
DHFS contracts with MetaStar and other entities to
provide certain services and operates the provider
compliance audit program within the DHFS Bu-
reau of Health Care Program Integrity.

In 1981, DHFS first entered into an agreement
with MetaStar to provide several surveillance and
utilization control activities for the state's MA
program. Under the current contract, MetaStar
conducts managed care and medical record quality
reviews, hospital audits, best practices seminars,
performance improvement projects, encounter
validity audits, and other peer reviews. In 2005-06,
DHFS paid MetaStar approximately $1.1 million to
provide these services. Because MetaStar operates
as an external quality review organization (EQRO),
75% of these costs are funded with federal
matching funds.

HMO Enrollment Contract. DHFS currently
contracts with Automated Health Systems, Inc. to
provide outreach and enrollment counseling
services to AFDC, Healthy Start, and BadgerCare
recipients that enroll in HMO plans. These services
are provided through a call center located in
Milwaukee County. In 2005-06, DHFS expended
approximately $2.6 million to support services
provided under the HMO enrollment contract.

CARES. In 1991, DHFS entered into a contract
with Deloitte to develop the client assistance for
reemployment and economic support system
(CARES). DHFS continues to contract with Deloitte
to maintain the system. CARES is described in
greater detail later in this paper.
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Other Contracts and Interagency Agreements.
DHFS enters into a number of contracts and
agreements with organizations to perform several
other functions, including: (a) developing and sup-
porting the nursing home reimbursement model;
(b) conducting disability determinations for certain
MA applicants; (c) supporting the Department of
Administration's Division of Hearings and Ap-
peals; and (d) providing ombudsman services to
individuals in long-term care facilities.

Each state is required to establish methods for
identifying and investigating cases of potential
fraud and abuse. These cases include providers
billing for services not covered under MA or billing
for services that were not provided. Federal
funding supports approximately 75% of the costs
of supporting Wisconsin's MA fraud control units
(MFCUSs), which are located in the Department of
Justice. The MFCUs also investigate and prosecute
cases of abuse and neglect in health care facilities.

Provider Certification and Regulation. States
must determine which providers may participate
in the MA program. Federal law specifies the
standards and certification procedures for
institutional providers, such as hospitals and
nursing homes, but does not specify requirements
for assisted living facilities. For certain other kinds
of providers, such as physicians and pharmacies,
states generally follow their own laws on licensure
and monitoring.

Both Medicare and MA use state certification
agencies to determine institutional providers' com-
pliance with program standards. For hospital certi-
fication, both Medicare and MA rely on the find-
ings of the Joint Commission on the Accreditation
of Health Care Organizations (JCAHCO) for de-
termining whether an institution meets most pro-
gram requirements. In Wisconsin, JCAHCO sur-
veys most hospitals and DHFS survey activity is
limited to: (a) a sample to validate the reviews by
JCAHCO; (b) investigation of violations of pro-
gram requirements; and (c) initial surveys of those
hospitals that are not surveyed by the JCAHCO.



For Wisconsin nursing homes and assisted living
facilities, the Bureau of Quality Assurance in DHFS
performs regular surveys that serve as the basis for
Medicare and MA certification and state licensure.
Under federal law, DHFS is required to survey
each nursing home at least once every 15 months
and survey all nursing homes, on average, every 12
months. Federal law does not specify how fre-
guently assisted living facilities must be surveyed,
and Wisconsin's administrative code only specifies
survey frequency requirements for residential care
apartment complexes (RCACs) -- not for commu-
nity-based residential facilities or adult family
homes. State law requires DHFS to survey RCACs
at least once every three years.

DHFS may impose both state and federal
citations and state forfeitures and federal civil
monetary penalties for violations of state and
federal law. However, DHFS is not required to
impose an assessment for each citation that is
issued. In addition, DHFS may reduce the amount
of monetary penalties under certain circumstances.

A conditional license may also be issued to
nursing homes, for up to one year, when
deficiencies continue to exist that directly threaten
patient health, welfare and safety. When a
conditional license is issued, a written plan of
correction is developed and a time schedule for
correction of the deficiencies is established. DHFS
is also permitted to place a monitor or request the
appointment of a receiver for a facility in certain
circumstances in order to ensure that adequate care
is being provided. When a facility is placed under
receivership, DHFS assumes the operation of the
facility until residents can be relocated to another
institutional facility or to the community.

Alternate Eligibility Determination Sites.
States are required to “outstation" eligibility
workers in disproportionate share hospitals and
federally qualified health centers to give
individuals the opportunity to apply for MA at the
sites where they receive health care. DHFS has
notified and provided training to employees at

these facilities so that employees can initiate the
application process (the application must still be
reviewed by county income maintenance workers).
Also, DHFS has expanded "outstationing” by
establishing sites in local community centers,
health clinics, and schools.

Income Maintenance Administration

Income maintenance (IM) refers to the eligibil-
ity determination and management functions asso-
ciated with several federal and state programs.
Under state law, county human and social service
departments are required to enter into annual con-
tracts with DHFS for the reasonable cost to perform
eligibility functions for MA, BadgerCare, and
FoodShare. DHFS also contracts with tribes for
these functions. In addition, DHFS contracts with
counties and tribes for the administration of other
programs, including the supplemental security in-
come (SSI) caretaker supplement, Family Care, and
funeral and cemetery aids. Administering agencies
are responsible for processing applications, deter-
mining eligibility and payment levels, periodically
making eligibility redeterminations, and maintain-
ing accurate case files regarding recipients of pub-
lic assistance.

IM Administrative Funding. In calendar year
2007, DHFS allocated approximately $51.5 million
(all funds) to counties and tribes to support costs of
processing applications, reviews, changes and
other tasks related to eligibility determination for
MA, Food Share, BadgerCare, and the SSI caretaker
supplement program. This allocation is referred to
as the base income maintenance administrative al-
location (IMAA).

DHFS allocates IM funding to counties on a cal-
endar year basis and to tribes on a federal fiscal
year basis. Funding for other IM functions, includ-
ing funeral and cemetery aids, MA transportation,
and public assistance fraud programs (both pro-

79



gram integrity and investigations) are provided as
separate allocations and amendments to the IM
contract. County and tribal IMAA allocation
amounts for calendar year 2005, 2006, and 2007 are
listed in Appendix VI.

Wisconsin Act 25 provided both one-time and
ongoing funding to increase IMAA contracts. First,
Act 25 provided $954,500 SEG in 2005-06 and 2006-
07 from the utility public benefits fund to support a
one-time increase in IMAA contracts in calendar
year 2006. Second, Act 25 provided ongoing
funding of: (a) $315,000 (all funds) in 2005-06, and
$630,000 (all funds) in 2006-07 to support IM
agencies' costs of conducting second-party reviews;
and (b) $75,000 (all funds) annually to support IM
agencies' costs of conducting additional verification
activities.

Each program is required, under federal law, to
support its proportional share of income mainte-
nance program costs. Since 2003, CMS has required
that DHFS use a random moment sampling meth-
odology to determine each program’s proportional
share of the IM costs. Each program supports its
share with GPR, federal funds, local funds, or some
combination of these sources.

Local Agency Contribution. County and tribes
are not required to provide local funding for IM
activities. However, many counties and tribes use
other funds, in addition to their state allocations, to
support these activities. This funding is called local
non-reimbursable expenditures. In 2005, three
counties and four tribes did not expend local funds
for IM activities, but 49 counties supported more
than 15% of the total costs of the county's IM
program with other funds. In 2005, counties and
tribes expended approximately $91.8 million to
conduct IM activities, which included $25.8 million
GPR, $46.0 million in federal funds, and $20.0
million in local funds. The federal funding amount
includes federal funding that is matched to both
the state GPR and local funds. In 2005, the local
funding accounted for about 21.8% of the total
expenditures in that year.
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Appendix Vil lists non-reimbursable
expenditures by counties and tribes for IM
activities in 2004 and 2005, and the amount each
entity provided.

CARES. The statewide automated client assis-
tance for reemployment and economic support
(CARES) eligibility system provides the basis for
an integrated application and review process for
IM programs. DHFS and the Department of Work-
force Development (DWD) jointly administer CA-
RES, since both departments have programs that
are supported with CARES. There are approxi-
mately 5,000 public and private users of CARES
throughout the state, supporting the FoodShare,
MA, child care, and Wisconsin Works (W-2) pro-
grams. CARES is a mainframe system that was first
implemented in January, 1994, and has been main-
tained and changed as additional programs were
added or program needs changed. With the trans-
fer of the FoodShare program from DWD to DHFS
in July, 2002, DHFS assumed responsibility for the
primary programs supported by CARES. The state
contracts with Deloitte, which is responsible for
programming and maintaining the daily opera-
tions of the system. DHFS purchases services from
DWD to connect and support IM workers and
other CARES users.

CARES costs are allocated across the programs
that are supported by the system, in both DHFS
and DWD. The total cost of CARES incurred in
2005-06 was $39.9 million, of which DHFS' share
was $35.3 million. The federal funding is available
from several sources, including MA, FoodShare,
child care, and temporary assistance for needy
families (TANF) funding.

IM Caseload and Workload. IM caseloads have
increased during each of the last several years. As
Figure 1 shows, the increase in caseloads statewide
has largely been due to increases in caseloads in
non-Milwaukee counties. The caseload numbers
shown in the figure includes unduplicated cases
for child care, FoodShare, MA, and W2. MA cases
comprise the largest number of total cases. In



Figure 1. Unduplicated IM Caseload -- June, 2004, through September, 2006
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September, 2006, there were approximately 361,200
unduplicated IM cases statewide, including 97,500
cases in Milwaukee County and 263,700 cases in
the rest of the state.

Workload Reduction Efforts. As the numbers of
cases have increased, DHFS and IM agencies have
implemented systems and policy changes that have
reduced the workload for IM agencies. Workload is
determined by looking at the caseload and the case
mix in each agency and statewide. Funding in 2003
Wisconsin Act 33 for IM contracts was reduced
primarily to reflect expected changes in workload
for local IM workers. In addition, funding was re-
duced with the expectation that some counties
would establish change reporting centers. IM
caseworkers handle applications for programs, per-
form regular case reviews, and input changes in
clients’ information into CARES. Dane, Eau Claire,
Waukesha, Milwaukee, La Crosse, Kenosha, Outa-
gamie, Racine, and Washington Counties have cen-
tralized change reporting centers, in which a spe-

cialized unit of workers handles changes submitted
by all recipients. These updates frequently reflect
changes in income, household status, or assets. Us-
ing these centers allows IM caseworkers to focus
on initial application cases and case reviews. It also
potentially reduces the number of case errors be-
cause the clients' information is entered in a more
timely and efficient manner.

The largest workload reduction effort in the
2003-05 biennium was the development and
implementation of the CARES worker web system.
This is a web-based user interface that replaced the
CARES mainframe user interface. While the
database remains the same, workers use the system
in a way that is more intuitive, especially to newer
workers. DHFS expects that this project will reduce
the amount of training required of new workers,
reduce ongoing workload, allow additional web-
based projects in the future, and enable workers
more direct access to on-line policy and procedure
materials.
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Coordination of Benefits

Federal law requires states to take all reason-
able measures to ascertain the legal liability of
other resources to pay for care and services fur-
nished to MA recipients, and to establish proce-
dures for paying claims where other resources are
available. DHFS refers to this activity as coordina-
tion of benefits (COB). COB seeks payment from
any individual, entity or program that is, or may
be, able to pay all or part of the expenditures for
MA services furnished by the state. Wisconsin law
requires the use of other health insurance benefits,
such as Medicare, commercial health insurance and
settlements resulting from subrogation (injury,
medical malpractice, product liability) to defray the
costs incurred by MA. Any COB savings generated
by states are shared with the federal government in
the same proportion as each state’s MA benefits
expenditures.

Examples of other resources for COB include:
(1) commercial health insurance companies
through  employment-related or privately-
purchased health insurance; (2) liability insurance
companies for subrogation; (3) an individual who
has either voluntarily accepted or been assigned
legal responsibility for the health care of one or
more MA recipients; (4) health plans administered
by employers; (5) service benefit plans; (6) worker's
compensation carriers; (7) an absent parent or other
entity providing medical child support; and (7) es-
tates.

The identification of COB resources is a shared
responsibility of county income maintenance agen-
cies, county child support agencies, district offices
of the Social Security Administration, the state's
MA fiscal agent, and the state's health care systems
and operations unit in the DHFS Division of Health
Care Financing. Once a state has identified that a
health or liability insurance company is responsible
for an MA recipient's medical costs, the state must
assure that these resources are used. Consequently,
providers are instructed to bill the responsible
party, if health insurance or Medicare is indicated
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on a recipient's MA card, before billing MA.

DHEFS uses three methods to ensure that other
liable payment sources are used to pay for services
to MA recipients. First, there is "cost avoidance,"
where the state avoids paying claims when Medi-
care or other health insurance is available, by re-
quiring the service provider to obtain reimburse-
ment from other liable sources. A second method is
"postpayment recovery," where the state initially
pays provider claims, then attempts to recover
payments from liable sources. Finally, under "pro-
vider-based billing," the state initially uses MA
funds to pay provider claims. It then identifies ret-
roactive health insurance coverage that requires
documentation (for example, a physician's plan of
care, prescriptions or discharge notes), and a bill is
produced for the provider to use to bill the health
insurer. The provider has 120 days to collect pay-
ment from the insurer and refund the MA pay-
ment. If the provider does not refund the MA
payment within 120 days, the MA payment is
automatically recouped from the provider through
a claims adjustment.

Table 20 summarizes all coordination of
benefits savings the MA program achieved in 2004-
05 and funds received through estate recovery.

Estate Recovery Program

DHFS wuses estate recovery to offset MA
program costs. Under the estate recovery program,
MA recipients share in the cost of their health care,
after death, through payments from their estates.
The estate recovery program allows the state to
recover MA payments for nursing home care,
inpatient hospital care, and certain home health
services. In addition, the state may recover MA
payments for home- and community-based waiver
services and Family Care services, as well as
related inpatient hospital and prescription drug
services provided to individuals who are age 55
years and over. State law requires the state to file
claims against the estate of a MA recipient to
recover certain costs, except in cases that would



Table 20: Coordination of Benefits and Estate Recovery

Payments (Fiscal Year 2004-05)

recipient. Individuals may apply for a waiver
of the claim if any of three hardships exist:

Cost Postpayment  Claims (1) the waiver applicant would become eligi-
Category Avoidance  Recoveries  Adjustments o o1 certain state assistance programs if the
Medicare $827,411,400 estate claim is pursued; (2) the real property
Other Health Insurance 348,522,400* $9,946,200 |S part Of the Walver app"cant's busw]ess and
Subrogation 2,566,200 . . .
Provider-Based Bills 395200  $9632500  the claim would result in the loss of his or
Medical Support Liability 18,325,700 her means of livelihood; or (3) the waiver
Estate Recovery 17,423,400 applicant is receiving general relief or veter-
Miscellaneous 32,604,100 . . .
Total $1175033.800 $81260800  $9.632500  ans benefits under the economic assistance

subsistence grant.

Grand Total $1,266,827,100

*Includes claims returned because: (a) insurance carrier payments equaled
or exceeded the MA rate, (b) other carrier coverage appears on file, (c) use
of other carrier denial is invalid, or (d) other coverage is suspected. This
amount does not include claims paid in full by carrier and never billed to

MA.

cause undue hardship.

The estate recovery program attempts to re-
cover MA costs by: (a) placing liens against a
home; (b) placing claims against a recipient's estate;
(c) affidavits; and (d) voluntary recoveries. DHFS
may place liens on the home of an MA recipient
who is in a nursing home or hospital facility if the
individual is not expected to be discharged from
the nursing home or hospital, is required to con-
tribute to the cost of care, and if certain family
members do not reside in the home. These family
members include the MA recipient's spouse, the
recipient's child who is under 21, blind, or dis-
abled, or the recipient's sibling who has an equity
interest in the home and who has lived in the home
continuously beginning at least 12 months before
the recipient was admitted to the nursing home.

Before placing a lien, DHFS must notify the
recipient in writing that DHFS intends to obtain a
lien and that the recipient has a right to a hearing
on whether the conditions for placing a lien have
been satisfied.

In addition to placing liens, DHFS can place
claims against a recipient's estate. A claim on the
estate may not be paid if a spouse or a child who is
under the age of 21, blind, or disabled, survives the

Property considered to be the home of the
MA recipient that is being transferred by an
affidavit is subject to a lien if the state's claim
cannot be satisfied through available liquid
assets. However, the lien may not be
enforced as long as a spouse or child who is under
the age of 21, blind, or disabled exists. DHFS may
also send an affidavit to an heir who claims or
transfers certain funds to recover any funds
remaining after burial and estate administration
costs have been paid.

MA recipients who are age 55 or older may also
reduce a potential claim against their estates or
prepay a MA deductible by making voluntary
payments to the estate recovery program. Except in
the case of a prepayment of a MA deductible,
voluntary payments may not exceed the amount
paid by MA to date.

County and tribal governing body participation
in the estate recovery program is limited to the
collection and transmittal of information to DHFS
relating to homestead property, legal descriptions
of property, and notices of death. Each county or
tribe receives 5% of collections made under the
estate recovery program. The federal government
also receives a portion of the proceeds equal to its
share of the recipient's health care expenditures.

In addition to placing liens, certain transfers of
assets may trigger a review by the Department.
When a probate case is filed relating to an MA
recipient's estate, DHFS may review the action and
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file a claim for care-related costs to be recovered
under the estate recovery program. Currently,
Wisconsin Circuit Court records are available
online through the consolidated court automation
program (CCAP), allowing the Department to
monitor when an estate is in probate through the
online records.

However, under 2005 Wisconsin Act 206, a new
mechanism for the non-probate transfer of real
property at the death of the property owner was
created. Under the act, an interest in real property
that is solely owned, owned by spouses as
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survivorship marital property, or owned by two or
more persons as joint tenants may be transferred
without probate to a designated transfer-on-death
(TOD) beneficiary on the death of the sole owner or
the last to die of multiple owners. Since the TOD
beneficiary has no interest in the property while
the owner is alive, the provision does not violate
Federal MA divestment rules. However, as the real
estate transfer bypasses probate (because it is not
subject to probate administration), DHFS is not
able to file a claim or collect against these assets,
thus impacting the State's ability to recover these
assets previously owned by the MA recipient.



Introduction

1997 Wisconsin Act 27 established BadgerCare,
a program that funds health services for
individuals in low-income families with dependent
children who are not eligible for MA . Individuals
and families began enrolling in the program in
July, 1999. BadgerCare is closely tied to the MA
program with respect to eligibility, service
delivery, and administration. However, MA and
BadgerCare are budgeted as separate programs
and have a number of significant differences.

BadgerCare is partially funded with federal
funds available from two federal programs -- the
state children's health insurance program (SCHIP)
and MA. Consequently, BadgerCare operates
under federal requirements applicable to both
programs. Further, Wisconsin received approval of
a waiver of certain federal requirements under MA
in order to implement BadgerCare. This waiver
approval was granted based on a plan submitted
and approved by CMS. BadgerCare operates under
the parameters established in that approved plan.
The current waiver agreement is scheduled to
terminate on March 31, 2007.

Eligibility. Eligibility for BadgerCare is based on

both financial and nonfinancial criteria.

Individuals in families with dependent children
who are not eligible for MA may qualify for
coverage under BadgerCare if the family's
countable income is below 185% of the FPL. Once
enrolled, a family's countable income may increase
to 200% of the FPL before family members are no
longer eligible for the program. Table 21 identifies
the initial income eligibility levels for BadgerCare
and the ongoing income eligibility limits based on
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Table 21: BadgerCare Eligibility --
Maximum Countable Monthly Income
(Based on 2006 FPL)

Initial Ongoing
Family Eligibility Eligibility
Size 185% of FPL ~ 200% of FPL
1 $1,511 $1,633
2 2,035 2,200
3 2,559 2,767
4 3,083 3,333
5 3,608 3,900
6 4,131 4,467

the 2006 FPL. Similar to most MA recipients
(except those who qualify for MA based on age or
disability) BadgerCare recipients do not need to
meet an asset test to be enrolled in the program.

As with MA, certain kinds of expenses are
deducted from household income and certain types
of income are not included when determining
countable income. For example, the following
expenses and income are subtracted from a family's
gross income, before taxes, to determine countable
family income: (a) $90 per month for work-related
expenses for each person in the family that works;
(b) child care costs, up to $200 per month per child
under age two and up to $175 per month per child
age two and above; (c) for self-employed
individuals and farmers, all deductions from gross
income allowed under federal tax law except
depreciation.

Families with incomes above 150% of the FPL
must pay a monthly premium to be covered under
BadgerCare. This premium is equivalent to

85



approximately 5% of the family's income. Table 22
provides a schedule of the minimum and
maximum premiums a family would be required to
pay based a range of countable income, using the
2006 FPL. Families in BadgerCare pay these
premiums through direct payment by check or
money order, electronic funds transfer, or wage
withholding. These premium payments, together
with revenue DHFS received from drug companies
as manufacturer rebates, are program revenues
that partially support program benefits.

Table 22: BadgerCare Premium Schedule (Based on
2006 FPL)

Family Monthly Income Monthly Premium
Size Minimum  Maximum Minimum Maximum
1 $1,225 $1,633 $50 $75
2 1,650 2,200 75 100
3 2,075 2,767 100 125
4 2,500 3,333 125 150
5 2,925 3,900 125 175
6 3,350 4,467 150 200

The income eligibility criteria for BadgerCare
are similar to the criteria for MA Healthy Start.
Healthy Start covers pregnant women and children
under age six in families with income not
exceeding 185% of the FPL. However, Healthy Start
does not cover men and non-pregnant women with
income that exceeds the AFDC-related MA
eligibility criteria, nor does it cover children six and
older in families with income above 100% of the
FPL. Those individuals not covered through the
Healthy Start program may be eligible for
BadgerCare.

A family that meets the financial and non-
financial criteria for MA is eligible for MA,
regardless of whether the family has access to
health insurance. Because MA is a payer of last
resort, if a person has access to other health
insurance, MA only pays for services that are not
covered from other sources. In contrast, a family
that otherwise meets the financial and non-
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financial eligibility criteria for BadgerCare cannot
qualify for BadgerCare if the family has insurance
or access to a group health insurance plan for
which an employer subsidizes at least 80% of the
monthly premium cost. In addition, individuals
who had health care coverage any time during the
three months before they apply for BadgerCare are
ineligible. DHFS may waive these provisions for
good cause. Good cause includes but is not limited
to: non-voluntarily loss of employment, changing
jobs to an employer that doesn’t offer insurance,
and employer discontinuation of insurance.

When a person applies for BadgerCare, all of
his or her family members are first reviewed to
determine whether they may be eligible for MA. If
one or more of the family members are found to be
eligible for MA, those individuals are enrolled in
MA. The remaining family members are reviewed
for BadgerCare eligibility.

Based on provisions included in 2003 Wisconsin
Act 33, effective May 10, 2004, as a condition of eli-
gibility, each member of a family who is employed
is required to verify from his or her employer: (a)
his or her earnings; (b) whether his or her employer
provides health care coverage for which the family
is eligible; and (c) the amount that the employer
pays, if any, toward the cost of that coverage, ex-
cluding any deductibles or copayments required
under the coverage. Before May 10, 2004, DHFS
received some insurance information in a post-
eligibility process conducted by the fiscal agent.
Earnings were not verified unless the information
provided by the applicant or recipient was consid-
ered questionable.

Prenatal Care and Delivery Services for Non-
Qualified Immigrants and Inmates of Public
Institutions. Provisions in 2005 Wisconsin Act 25
allowed Wisconsin to implement a SCHIP option
to provide prenatal care and delivery services to
non-qualified immigrants and inmates of public
institutions. Under this program, called the
BadgerCare prenatal program, coverage is limited
to prenatal care, labor and delivery only for the



unborn child of a woman who is a non-qualified
immigrant or is an inmate. The pregnant woman
must verify her pregnancy and meet all other
eligibility criteria for BadgerCare.

Prior to the implementation of the BadgerCare
prenatal program, non-qualified immigrants could
be eligible for MA-funded emergency services
which include labor and delivery services and
any emergency care that is needed thirty days
before and sixty days after delivery. These MA-
funded services remain available for women when
their BadgerCare prenatal eligibility ends at
delivery. Previously, inmates of public institutions
could not be eligible for any type of MA coverage.

With this change, the state receives federal
matching funds at the enhanced BadgerCare
federal matching rate of approximately 70% for
both prenatal care and delivery services for these
individuals.

Services. BadgerCare recipients are eligible to
receive all of the services that are available to MA
recipients. Approximately 65% of BadgerCare re-
cipients are enrolled in HMOs. Average capitation
costs for BadgerCare clients are generally higher
than AFDC-related and Healthy Start MA capita-
tion costs. As with MA capitation rates, the actual
amount paid to an HMO for an enrollee is based on
the enrollee's age, gender, and area of residence.

Funding. In the 2005-07 biennium, BadgerCare
is funded with GPR, federal funding available
under MA and SCHIP, and premiums paid by
some recipients. Table 23 identifies expenditures
for services to BadgerCare recipients, by fund
source, from 1999-00 through 2005-06.

Federal MA matching funds support approxi-
mately 58% of the costs of services for adults in
families with income at or below 100% of the FPL.
SCHIP funding supports approximately 70% of the
costs of services for children and all other adults
enrolled in BadgerCare. It is estimated that federal
SCHIP and MA funds will support approximately

Table 23: BadgerCare Expenditures -- $ in thousands
(Fiscal Years 1999-00 through 2005-06)

GPR PR FED Total
1999-00 $21,920.3 $758.2 $35,697.6  $58,376.1
2000-01 46,164.6  1,410.6 81,449.4 129,024.6
2001-02 43,7746  4,447.7 92,371.7  140,594.0
2002-03 60,814.9  4,1135 124,538.4  189,466.8
2003-04 64,767.3  6,145.3 134,732.1  205,644.7
2004-05 58,877.6  6,986.4 122,702.1  188,566.1
2005-06 62,2975 6,943.0 125,176.9 194,417.4

61% of total BadgerCare benefits costs in 2006-07.

Funding for BadgerCare is limited to the
amounts appropriated for the program. Current
law requires that if the amount of funding
appropriated for BadgerCare is insufficient to fund
BadgerCare costs based on projected enrollment
levels, DHFS must lower the maximum income
eligibility for BadgerCare to a level no greater than
necessary to ensure the amounts appropriated are
sufficient to cover projected costs. This provision in
state law is commonly referred to as the
"enrollment trigger.” DHFS cannot implement the
enrollment trigger unless the Joint Committee on
Finance approves a plan to implement it under a
14-day passive approval process.

Under the terms of the initially approved
BadgerCare waiver, DHFS was required to notify
CMS of its intent to implement the enrollment trig-
ger at least 90 days before the enrollment trigger
took effect. However, if the enrollment trigger were
enacted, under the terms of the amended waiver
approved in January, 2001, the waiver would be
terminated and the costs for services to adults with
income above 100% of the FPL would be reim-
bursed under MA, rather than SCHIP, as provided
under the original waiver.

As an alternative to reducing the maximum in-
come eligibility for the program, the Joint Commit-
tee on Finance may transfer appropriated moneys
from other state agencies’ GPR appropriations to
supplement funding for BadgerCare benefits if the
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Committee finds that the transfer will eliminate
unnecessary duplication of functions, result in
more efficient and effective methods for perform-
ing programs, or more effectively carry out legisla-
tive intent, and that legislative intent will not be
changed by the transfer. To date, the Committee
has not authorized DHFS to reduce program eligi-
bility as the means to address a projected shortfall
in benefits funding.

Enrollment. As of September, 2006, 94,034
people were enrolled in BadgerCare, including
65,346 adults and 28,688 children. Approximately
84% of BadgerCare recipients were in families that
had countable income less than 150% of the FPL
and, therefore, these families did not pay monthly
premiums. Table 24 identifies enrollment in
BadgerCare as of September, 2006, by income.

Table 25 shows the number of BadgerCare
recipients at the end of each quarter, beginning in
September, 1999 through September, 2006. As
shown in the table, enrollment in BadgerCare grew
rapidly in its first year, then steadily for the next
several years. Beginning in 2003, enrollment
growth began to slow, and in June 2004 enrollment
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Table 24: BadgerCare Enrollment (September, 2006)

Income Range Based % of
On the % of FPL Adults Children Total Total
No More than 100% 29,133 n/a* 29,133  31.0%
Greater than 100% but

No More than 150% 28,040 21,975 50,015 53.0
Greater than 150% but

No More than 185% 7,113 5,676 12,789 14.0
Greater than 185% but

No More than 200% 1,060 1,037 2,097 2.0
Total 65,346 28,688 94,034 100.0%

* Children with income below 100% of the FPL are eligible for
MA and therefore, are not eligible for BadgerCare.

began decreasing. The decrease was likely due to
provisions in 2003 Act 33 that: (a) increased the
monthly premiums paid by families with income
above 150% of the FPL, from 3% to 5% of the
family's income, effective January 1, 2004; and (b)
required applicants to verify information on
income and employer health insurance. Since
September, 2005, there has been a slight increase in
enrollment.



Table 25: BadgerCare Enrollment by Quarter (September, 1999
through September, 2006)

Quarter Ending

1999
September
December

2000
March
June
September
December

2001
March
June
September
December

2002
March
June
September
December

2003
March
June
September
December

2004
March
June
September
December

2005
March
June
September
December

2006
March
June
September

Children

6,298
12,851

16,207
18,182
20,371
22,636

23,708
23,576
25,538
27,753

29,373
30,962
32,261
34,445

35,546
35,785
36,648
37,839

37,356
34,957
31,588
30,302

29,350
28,006
28,944
29,489

28,574
29,150
28,688

Adults

16,853
32,003

41,073
46,965
50,627
51,885

53,982
57,283
60,875
61,832

62,927
66,233
66,936
68,988

71,108
73,373
75,113
76,383

76,881
73,677
65,543
62,728

61,755
60,719
61,487
61,767

64,808
64,337
65,346

Total

23,151
44,854

57,280
65,147
70,998
74,521

77,690
80,859
86,413
89,585

92,300
97,195
99,197
103,433

106,654
109,158
111,761
114,222

114,237
108,634
97,131
93,030

91,105
88,725
90,431
91,256

93,382
93,487
94,034

Change from
Previous
Quarter

N.A.
93.7%

271.7
13.7
9.0
5.0

4.3
4.1
6.9
3.7

3.0
5.3
21
43

31
2.3
24
2.2

0.0
-4.9
-10.6
-4.2

-2.1
-2.6
1.9
0.9

2.3
0.1
0.6

89



Introduction

SeniorCare was created as part of 2001 Wiscon-
sin Act 16 to provide assistance to Wisconsin resi-
dents who are 65 years of age or older with the
purchase of prescription drugs. DHFS began pay-
ing program benefits in September 1, 2002.

Eligibility and Application. Any Wisconsin
resident who is 65 years of age or older and pays a
$30 annual enrollment fee is eligible for SeniorCare,
except for: (a) individuals eligible for full benefit
MA,; (b) individuals who are not U.S. citizens and
whose immigration status would make them ineli-
gible for MA; and (c) inmates of public institutions.
Individuals who have other prescription drug cov-
erage are eligible to participate in SeniorCare, al-
though SeniorCare only pays for that portion of the
eligible costs that are not payable from other
sources.

Each applicant becomes eligible for SeniorCare
on the first day of the month after the date DHFS
receives a completed application and determines
that the person is eligible. Once they are enrolled in
the program, SeniorCare recipients must re-enroll
and pay the enrollment fee every 12 months to re-
main eligible for SeniorCare benefits. As of Sep-
tember, 2006, 108,064 individuals were enrolled in
SeniorCare.

Applications and Eligibility Determinations. DHFS
processes applications through a centralized appli-
cation processing operation. Individuals can apply
for SeniorCare by contacting their local office on
aging, senior center, or aging resource center. Indi-
viduals may obtain an application from the DHFS
website or by calling a toll-free number to have an
application mailed to them. In addition, many
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pharmacies have copies of the SeniorCare brochure
developed by DHFS that includes information on
how and where to apply.

Once DHFS receives a completed and signed
application, it must determine the applicant's eligi-
bility as soon as possible, but no later than 30 days
from the date it receives an application that con-
tains, at a minimum, the name, address, and signa-
ture of the applicant. DHFS must notify an appli-
cant in writing if there is a delay in processing the
application due to a delay in securing necessary
information for determining eligibility.

An applicant who is notified that he or she is
eligible for SeniorCare and has not received any
SeniorCare benefits may request to withdraw their
SeniorCare application and receive a refund of the
enrollment fee up to 10 days following the issuance
of an eligibility notice, or 30 days from the date the
application was filed, whichever is later.

Right to Appeal. Any individual whose applica-
tion for SeniorCare is denied or is not acted upon
promptly, or who believes that the benefits or ser-
vices they receive have not been properly deter-
mined, may file an appeal of that decision or lack
of a decision within 45 days from the effective date
of the action. A request for a hearing on an appeal
must be made, in writing, to the Department of
Administration's Division of Hearings and Ap-
peals.

Cost-Sharing Requirements. All SeniorCare
recipients partially contribute towards the costs of
the program.

Types of Cost-Sharing Requirements. In addi-
tion to paying the enrollment fee, which is required



of all recipients as a condition of eligibility, recipi-
ents share in the cost of the program by paying co-
payments and meeting deductible and spenddown
requirements.

Each SeniorCare recipient receives a SeniorCare
card, which he or she must present to a pharmacy
when they purchase prescription drugs. By using
this card, DHFS electronically tracks each recipi-
ent's prescription drug purchases and lets the
pharmacy know how much to charge the recipient
at the time of purchase.

Copayments. Recipients pay a copayment for
each drug they purchase under SeniorCare for
which SeniorCare reimburses the pharmacy for the
cost of the drug purchased. The copayment is $5
for each generic drug and $15 for each brand-name
drug. The state's payment to the pharmacy is
reduced by the amount of the copayment.

Deductible. Some SeniorCare recipients pay a
$500 or $850 annual deductible, depending on their
income, before SeniorCare pays for drugs they
purchase. Recipients receive a discount for drugs
they purchase during the deductible period. This
discount equals the difference between the retail
price of the drug and the rate at which SeniorCare
reimburses pharmacies. It is estimated that, on av-
erage, this rate equals 21% of the retail price, or
usual and customary rate, of drugs purchased, al-
though the actual discount per drug varies signifi-
cantly. The amount of the discount is absorbed by
the pharmacy. SeniorCare does not reimburse the
pharmacy for the value of this discount. Once a
recipient meets the deductible requirement, the
recipient is only responsible for making the re-
quired copayments.

Spenddown. Individuals and married couples
with income above 240% of the FPL are required to
meet a spenddown requirement. The amount of the
spenddown requirement is equal to the amount
that the individual's or couple's household income
exceeds 240% of the FPL.

Pharmacies may not charge SeniorCare recipi-
ents more than the retail price of the drug during
the spenddown period. If a pharmacy accepts a
discount available from a separate program for the
purchase of a drug that counts towards recipient's
spenddown requirement, only the amount the re-
cipient actually pays for the drug counts towards
the spenddown requirement.

Once a recipient meets a spenddown require-
ment, he or she must meet an $850 deductible be-
fore SeniorCare pays for drugs. For married cou-
ples with both spouses participating in the pro-
gram, the spenddown requirement is a joint re-
quirement -- purchases of prescription drugs for
both spouses count towards the spenddown re-
guirement. Once the joint spenddown requirement
is met, then each spouse must meet the annual de-
ductible and copayment requirements.

Participation Levels. DHFS has established
four "participation levels” for SeniorCare recipients,
which are based on the amount of cost-sharing re-
quired of enrollees.

Level 1 -- Copayment. Individuals with income at
or below 160% of the FPL are enrolled in Senior-
Care at Level 1. There is no deductible or spend-
down requirement for these individuals. These in-
dividuals pay copayments for each drug they pur-
chase under the program.

Level 2a -- $500 Deductible. Individuals with in-
come above 160% of the FPL but no more than
200% of the FPL are enrolled in SeniorCare at Level
2a. These individuals pay a $500 annual deductible
before SeniorCare pays for drugs on their behalf.
Once individuals participating at this level have
met their deductible requirement, they only pay
copayments for each drug they purchase.

Level 2b - $850 Deductible. Individuals with in-
come above 200% of the FPL but no more than
240% of the FPL are enrolled in SeniorCare at Level
2b. These individuals pay the $850 annual deducti-
ble before SeniorCare pays for drugs on their be-
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half. Once individuals participating at this level
have met their deductible requirement, they only
pay copayments for each drug they purchase.

Level 3 -- Spenddown. Individuals with income
above 240% of the FPL are enrolled in SeniorCare
at Level 3. These individuals are first responsible
for the spenddown requirement and then the $850
annual deductible requirement. Once both of these
requirements have been met, they pay copayments
for each drug they purchase.

Table 26 identifies the number of individuals
enrolled in SeniorCare, by participation level, as of
September, 2006.

Table 26: SeniorCare Enrollment by Participa-
tion Level (September, 2006)

Level 1 (< 160% FPL) 51,115
Level 2a (> 160% to < 200% FPL) 25,220
Level 2b (> 200% to < 240% FPL) 15,433
Level 3 (> 240% FPL) 16,296
Total 108,064

Table 27 identifies the various annual income
levels that determine SeniorCare participation,
based on the 2006 FPL.

Table 27: SeniorCare Annual Income Levels (Based
on the 2006 FPL)

% of the FPL One Person Two People
160% $15,680 $21,120
200% 19,600 26,400
240% 23,520 31,680

The amount each recipient saves by participat-
ing in SeniorCare depends on the participation
level in which the individual is enrolled and the
individual's total drug costs. On average, Level 1
recipients save the most and Level 3 recipients save
the least, due to the different cost-sharing require-
ments that apply at different levels. Table 28 identi-
fies the average savings per recipient by participant
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level, based on allowed costs in 2005-06. Average
savings is defined as the difference between the
amount a recipient would have paid if they were
required to pay the pharmacy's usual and custom-
ary charge for drugs covered under the program
and what the recipient actually paid in copay-
ments, deductible and spenddown requirements.

Table 28: Average Recipient Savings (Fiscal Year
2005-06)

Level 1 $1,751
Level 2a 1,621
Level 2b 1,401
Level 3 755
All Levels $1,629

Definition of Household Income. Current law
authorizes DHFS to define "household income" for
the purpose of making eligibility determinations.
By rule, DHFS defines annual household income as
a prospective estimate of annual gross income for
all persons in the household whose income and
need is included in determining eligibility for Sen-
iorCare. This includes the applicant and the appli-
cant's spouse, if the spouse resides with the appli-
cant. The spouse's income is not included if the
spouse is an SSI recipient or the spouses are living
together in a nursing home.

"Income” includes gross earned and unearned
income, including social security income, and is
based on projected income for the 12 calendar
months beginning with the month in which the
SeniorCare application is filed. Self-employment
income is determined by deducting estimated
business expenses, losses and depreciation from
gross self-employment income. Income from
sources that are exempt under federal law from
consideration in determining MA eligibility is also
exempt from consideration for SeniorCare.

Reimbursement to Pharmacies. As a condition
of participating in MA, pharmacies must partici-
pate in SeniorCare. DHFS reimburses pharmacies
for purchases made by SeniorCare recipients only



when the recipient is responsible for copayments.
DHFS does not reimburse pharmacies for drugs
purchased during a recipient's deductible or
spenddown phase.

The amount of the reimbursement equals the
lesser of: (a) the pharmacy's usual and customary
charge; or (b) the SeniorCare reimbursement rate,
which equals the MA rate for the same drug, plus
5% of that rate, plus a dispensing fee. The amount
the state pays to the pharmacy is reduced to reflect
any required copayments. Pharmacies cannot
charge recipients the difference between the retail
price of a drug purchased under SeniorCare and
the SeniorCare reimbursement rate, unless the re-
cipient is meeting a spenddown requirement.

It is estimated that the SeniorCare reimburse-
ment rate currently equals, on average, approxi-
mately 79% of a pharmacy's usual and customary
charge. A provider's usual and customary charge
represents the amount the provider customarily
charges to individuals and other parties for the
same product. This amount is typically referred to
as the retail price of the product, and usually does
not include discounts that providers give to certain
purchasers. If an individual has other prescription
drug coverage, payment to the pharmacy totals the
amount not covered by the other coverage, up to
the amount payable under SeniorCare.

DHEFS is required to monitor pharmacies' com-
pliance with providing discounted rates to Senior-
Care recipients for drugs purchased under the pro-
gram and to submit an annual report to the Legis-
lature concerning compliance. The report must in-
clude information on any pharmacies or pharma-
cists that discontinue participating in the MA pro-
gram and the reasons they no longer participate.

Covered Drugs and Limitations. Drugs cov-
ered under SeniorCare include prescription drugs
that are covered under MA that are produced by
manufacturers that have entered into rebate
agreement with DHFS. The only over-the-counter
medication covered under SeniorCare is insulin.

The list of drugs covered for a SeniorCare re-
cipient depends on whether the recipient is in a
family with income less than 200% of the FPL and
therefore is part of the state’'s demonstration
waiver, which is discussed later in this section. For
those recipients, the drugs covered are identical to
the drugs covered under MA. For those that do not
participate in the waiver, the list of covered drugs
only includes drugs produced by manufacturers
that have signed a separate rebate agreement with
the state. Most manufacturers that participate in
the MA rebate program have signed rebate agree-
ments for the non-waiver SeniorCare population.
Consequently the lists of covered drugs for waiver
and non-waiver SeniorCare recipients are nearly
identical.

DHFS may use the same utilization and cost
control procedures under SeniorCare that it uses
under MA, such as prior authorization, generic
substitution and maximum days supply. Further,
pharmacies can receive payments for the same
pharmaceutical care services they provide under
the MA program.

Prior Authorization. DHFS requires a pharmacy
to receive prior authorization for certain drugs, or
uses of certain drugs, before it reimburses the
pharmacy for the drug under SeniorCare. Most
drugs purchased under SeniorCare do not require
prior authorization. However, DHFS requires prior
authorization for certain stimulants, certain nutri-
tional supplements, and certain drugs that have
been demonstrated to entail substantial cost and
utilization problems under MA.

In most cases, pharmacists submit requests for
prior authorization electronically and receive re-
sponses in real time. However, in some cases,
pharmacists may be required to submit a paper
prior authorization request, particularly where
documentation of the medical necessity of the pre-
scription is required for approval.

Generic Substitution. SeniorCare automatically
reimburses a pharmacy for the generic equivalent
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of a drug whenever a generic equivalent of a drug
is available. SeniorCare only reimburses pharma-
cies for brand name drugs when generic equiva-
lents are available if the pharmacies receive prior
authorization. Pharmacies must obtain information
from prescribers indicating why the brand name
drug is medically necessary and submit this infor-
mation to DHFS with the requests for prior au-
thorization.

Maximum Days Supply. Pharmacies may only fill
most prescriptions in the quantity prescribed, not
to exceed a 34-day supply, including refills. In a
few cases, pharmacies may dispense up to a 100-
day supply of a prescription.

Pharmaceutical Care Services. Pharmaceutical
care services are services pharmacists provide that
are beyond the standard activity of dispensing and
counseling for a prescription drug. The purpose of
these services is to maximize the effectiveness of
medications for the patient through intervention by
the pharmacist. To receive payment for pharma-
ceutical care services, a pharmacist must meet all
basic requirements of federal and state laws for
dispensing a drug, plus complete specified activi-
ties that result in a positive outcome for both the
program and the recipient. Positive outcomes in-
clude increased patient compliance or preventing
potential adverse drug reactions.

SeniorCare pays pharmacists that provide
pharmaceutical care services to SeniorCare recipi-
ents for these services only while a SeniorCare re-
cipient is responsible for copayments. For recipi-
ents that are meeting the deductible or spenddown
requirements, the pharmacist must ask the recipi-
ent's permission to bill for pharmaceutical care ser-
vices, since these costs would be paid by the recipi-
ent and would count towards the recipient's de-
ductible or spenddown requirement.

Manufacturer Rebates. Only drugs that are
produced by manufacturers that have entered into
rebate agreements with the state are covered under
SeniorCare. These agreements are modeled on the
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rebate agreements specified in federal law for MA.
Under the terms of the waiver, only drugs pur-
chased during a recipient's copayment period are
eligible for rebates from the drug’'s manufacturer.
Manufacturers do not make rebate payments for
drugs SeniorCare recipients purchase during their
spenddown and deductible periods.

Under the terms of the waiver, drugs purchased
at the copayment level by SeniorCare recipients in
the waiver are automatically eligible for the same
rebates pharmaceutical manufacturers pay under
MA. The state has separate rebate agreements with
manufacturers that cover drugs purchased by Sen-
iorCare recipients that are not in the waiver. The
amount of the rebate paid by a manufacturer that
has signed a separate SeniorCare agreement is the
same amount as the MA rebate.

Most pharmaceutical manufacturers that par-
ticipate in the MA rebate program have signed a
separate SeniorCare rebate agreement. It is esti-
mated that payments for drugs produced by manu-
facturers that have signed the SeniorCare rebate
agreement represent over 98% of costs for drugs
covered for the waiver recipients, based on an
analysis of claims paid since the inception of the
program. Drugs produced by manufacturers that
did not sign a separate SeniorCare rebate agree-
ment are not covered for those recipients not in-
cluded in the waiver.

Revenue received from pharmaceutical manu-
facturers is deposited in a program revenue appro-
priation and is budgeted to offset GPR and federal
MA funds proportionately. In 2005-06, DHFS re-
ceived approximately $50.6 million in revenue
from rebates paid by pharmaceutical manufactur-
ers for drugs purchased under the program.

Funding. SeniorCare benefits are funded with
GPR, federal MA matching funds and program
revenue from rebates paid by pharmaceutical
manufacturers whose drugs are covered under the
program. Rebates paid by pharmaceutical manu-
facturers for recipients with income up to 200% of



the FPL offset both GPR and federal revenue pro-
portionately.

In addition to funding budgeted directly for
SeniorCare, state costs for drugs purchased under
SeniorCare are partially offset by cost-sharing by
recipients, reimbursements to pharmacies that are
discounted from pharmacies' retail prices, and pay-
ments from third parties that are also liable for pre-
scription drug costs for SeniorCare recipients, in-
cluding private health insurance policies that cover
prescription drugs.

GPR funding for program benefits is budgeted
in a sum certain appropriation. Under current law,
if DHFS completely expends GPR funding budg-
eted for the program, it must continue to accept
applications and determine eligibility for program
participation and to notify applicants that program
benefits are conditioned on the availability of fund-
ing. For any time period in which funding for the
program is completely expended: (a) DHFS is not
required to pay pharmacies for any drugs pur-
chased by recipients; (b) pharmacies are not pro-
hibited from charging SeniorCare recipients more
than the SeniorCare payment rate; and (c) manu-
facturers, whose drugs are covered under the pro-
gram, are not required to pay rebates for drugs
purchased by recipients.

In March, 2002, DHFS submitted an application
to federal Department of Health and Human Ser-
vices (DHHS) seeking approval to waive certain
provisions of federal MA law so that SeniorCare
could operate as a demonstration project under
Section 1115 of the Social Security Act. On July 1,
2002, DHFS received the necessary waiver approv-
als to operate a portion of SeniorCare as a five-year
demonstration project. Under current federal law,
the waiver can be renewed at the end of the five
years.

Under the terms of the waiver, DHFS receives
federal MA matching funds to support the costs of
benefits for SeniorCare recipients with household
income at or below 200% of the FPL. Costs for

SeniorCare recipients with income above 200% of
the FPL are not part of the demonstration project.

All federal MA laws apply to the SeniorCare
demonstration project, unless specifically waived
by the DHHS Secretary. Approval of the waiver
was subject to the state's acceptance of certain
terms and conditions. The terms and conditions
include various requirements for reporting to
DHHS on the project, terms for ending the demon-
stration project, and various other requirements.
Two of the terms and conditions particularly affect
SeniorCare and MA funding.

First, the terms and conditions require that the
state can only collect rebate revenue from pharma-
ceutical manufacturers for drug purchases for
which a SeniorCare payment has been made.
Therefore, rebate revenue is not payable for drugs
purchased during recipients' spenddown or de-
ductible periods.

Second, the terms and conditions require that
the cost of operating the demonstration project will
not exceed 100% of the cost to provide MA services
to the elderly without the waiver, over the five
years for which the project is approved. This is
known as a budget neutrality requirement and is
typically required for Section 1115 waiver demon-
stration projects. To ensure the project is budget
neutral, as a condition of the waiver, DHFS has
agreed to limit the total amount of expenditures for
the SeniorCare waiver population and the MA eld-
erly population. Under this cap, total MA expendi-
tures for the elderly population, including those in
the SeniorCare demonstration project, is limited to
approximately $8.4 billion over the five years dur-
ing which the demonstration project is in effect.

DHEFS anticipates that the budget neutrality re-
quirement will be met because individuals enrolled
in SeniorCare will remain healthier and thereby
delay or avoid enrollment in MA. If total expendi-
tures for the elderly exceed the cap, federal match-
ing funds for costs for the elderly would be limited.
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Table 29 identifies benefits expenditures for
SeniorCare, by source, in 2002-03 through 2005-06.

Table 29: SeniorCare Benefits Expenditures, by Source

(Fiscal Years 2002-03 through 2005-06)

In addition, $3.8 million was budgeted in 2005-06

to fund SeniorCare administrative costs, including
costs of DHFS staff, CARES and MMIS, costs
to operate the central application processing
operation at EDS, outreach activities, and cus-
tomer service functions.

2002-03 2003-04 2004-05 2005-06
GPR  $25424500  $38,211,000  $45,383,400  $44,364,400 SeniorCare and the Medicare Drug Bene-
FED 26892600 41548200 45062900 45700200 1t BeginningJanuary 1, 2006, Medicare bene-
PR* 6.807.500 31,178,100 39.351.300 50639800  ficiaries may obtain coverage for outpatient
prescription drugs under a Medicare benefit

Total  $59,124,600 $110,937,300 $129,797,600 $140,704,400

*Manufacturer rebates.

Administration. DHFS contracts with Elec-
tronic Data Systems (EDS), the state's MA fiscal
agent, to perform application and claims process-
ing functions, customer service and other adminis-
trative tasks. Because SeniorCare operates under an
MA waiver, public workers employed by DHFS
must determine eligibility for SeniorCare. Private
workers employed by EDS support the eligibility
determination process by scanning applications,
following up with applicants to address discrepan-
cies on applications or invalid applications, and
performing other customer service functions.

DHFS uses the client assistance for reemploy-
ment and economic support (CARES) information
system to support eligibility determination func-
tions. This is the same system used to determine
eligibility for MA, FoodShare, Wisconsin Works
and several other support programs administered
by DHFS and the Department of Workforce Devel-
opment. Claims processing functions are handled
by the Medicaid management information system
(MMIS), which is the same system that processes
MA claims.

SeniorCare administrative costs are funded
from a combination of program revenue available
from the $30 enrollment fee, GPR and federal MA
matching funds. In 2005-06, DHFS received ap-
proximately $3.3 million in enrollment fee revenue.
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authorized in the Medicare Prescription
Drug, Improvement and Modernization Act
of 2003 (P.L. 108 — 173). This benefit is com-
monly referred to as "Medicare Part D." The
legislation significantly affected how states fund
drug coverage for individuals enrolled in both MA
and Medicare. However, the act did not directly
address the issue of drug coverage for individuals
participating in MA waiver programs, such as the
SeniorCare waiver.

Beginning on January 1, 2006, MA recipients
eligible for full MA benefits that are also eligible
for Medicare ("full benefit dual eligibles”) began
receiving prescription drug benefits under
Medicare Part D. Federal MA matching funds are
no longer provided to support prescription drug
coverage to these individuals, except that federal
MA matching funds continue to support MA
coverage of drugs that are excluded from coverage
under the Medicare benefit, such as over-the-
counter drugs and sedative drugs.

However, SeniorCare recipients participating in
the waiver are not full benefit dual eligibles, since
they only receive drug coverage under the waiver,
not all MA services. The act did not address the
issue of whether federal MA matching funds
would be available for drug coverage for these
individuals once the Medicare drug benefit became
available.

The act indicated that state pharmacy assistance
programs, which are programs entirely funded
with state funds, can provide wraparound



coverage for the Medicare benefit, meaning that the
state can cover those drugs not covered under the
Medicare benefit, and/or contribute towards an
individual's cost-sharing requirements under the
Medicare benefit.

Because the act allowed states to administer
their own pharmacy assistance programs to
provide wraparound coverage, but did not address
the issue of programs that receive federal funding,

it was unknown whether the SeniorCare program
would continue to receive federal funding after the
January 1, 2006, effective date of the Medicare Part
D benefit. The state received notice from CMS that
it would allow the SeniorCare waiver to continue
to operate with no changes until June, 2007, when
the waiver expires. However, DHFS and CMS will
need to negotiate a new waiver in order to
continue the current SeniorCare program after that
date.
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Introduction

Beginning January 1, 2006, Medicare beneficiar-
ies may obtain outpatient prescription drug cover-
age under a Medicare benefit authorized in the
Medicare Prescription Drug, Improvement and
Modernization Act of 2003 (P.L. 108 — 173). This
benefit, commonly referred to as "Medicare Part
D," is provided by private entities, both stand-
alone prescription drug plans (PDPs) and compre-
hensive managed care plans ("Medicare Advantage
prescription drug plans,” or (MA-PD plans). These
private entities assume part of the financial risk
associated with offering the new Part D benefit.

Eligibility. Medicare provides health care cov-
erage for nearly all individuals over the age of 65,
regardless of income, some people under age 65
with disabilities, and people with end-stage renal
disease. Anyone who is entitled to Medicare Part A
(hospital insurance) or enrolled in Medicare Part B
(supplementary medical insurance) may enroll in
Medicare Part D. The beneficiary must live in the
service area of the PDP or MA-PD plan to enroll.
Income and asset tests determine the level of cov-
erage the individual receives. An individual's
countable assets include only his or her liquid as-
sets and real estate holdings, other than his or her
home or residential farm.

Enrollment. The Medicare drug benefit is vol-
untary. The program has an "opt-in" rule, which
means that, with limited exceptions, beneficiaries
need to apply for the benefit by filling out an en-
rollment form for an approved plan (either a PDP
or MA-PD plan). Initial open enrollment for Medi-
care Part D began November 15, 2005, and ended
on May 15, 2006. If an individual enrolled by De-
cember 31, 2005, his or her coverage began with the
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MEDICARE PART D

start of the program on January 1, 2006. Enrollment
during the rest of the open enrollment period was
effective the first day of the month following en-
rollment. After a beneficiary chooses a PDP or MA-
PD, he or she remains enrolled for a twelve-month
period.

Beginning in calendar year 2006, the annual
open enrollment period is November 15 through
December 31, with enrollment effective January 1
of the following year. During each open enrollment
period, the beneficiary may choose to change plans
for the following year. Beneficiaries who chose not
to sign up at the first opportunity may pay more
for their coverage if they waited to enter the pro-
gram after the open enrollment period that ended
May 15, 2006. This penalty may apply to individu-
als who are eligible for Medicare Part D but have
no "creditable coverage” for a continuous period of
63 days or more after their initial enrollment pe-
riod. (Creditable coverage is coverage determined
to be actuarially equal to, or better than, standard
Part D coverage, and includes many retiree drug
plans.) CMS recently clarified that the penalty will
be a premium increase of one percent of the base
beneficiary premium for 2007 for each full calendar
month that the beneficiary was eligible for Part D
but not enrolled in a plan.

Most individuals who are enrolled in both
Medicare and MA are not penalized for their fail-
ure to select a plan, as described above, since they
either receive assistance in enrolling in a Medicare
Part D plan, or, if they have not selected a plan by a
specified date, are automatically enrolled in a plan.

Cost-Sharing. A Medicare Part D beneficiary's
contribution to the cost of their drugs depends on
his or her income. Annually, CMS is required to



adjust copayment, coinsurance, deductibles, and
coverage limits to reflect changes in the consumer
price index. The 2007 cost sharing requirements, by
eligibility group, are described below.

Dual Eligibles. Medicare beneficiaries who also
have full MA benefits are referred to as "dual
eligibles." These individuals are automatically
enrolled in Medicare Part D, and state MA
programs no longer cover their prescription drug
benefits. These individuals receive a "low income
subsidy," and pay:

< No premiums;
< Nodeductibles;
e  Copayments as follows:

a.  Nursing home residents -- no copayments.

b. Individuals with income less than 100% of
the FPL -- $1 per generic drug or preferred multi-
source drug and $3.10 per brand-name drug.

c. Individuals with income between 100% and
135% of the FPL -- $2.15 per generic drug or $5.35
per brand-name drug. However, these individuals
are not required to pay any copayments once their
out-of-pocket prescription drug expenses exceed
$3,850.

Low-Income Recipients (Non-MA) with Income
Below 135% of the FPL. Individuals who are not dual
eligibles that have income below 135% of the FPL
and that meet an asset test ($6,000 for singles and
$9,000 for couples) pay:

< No premium;
< No deductible; and

=  Copayments of $2.15 per generic drug and
$5.35 per brand-name drug. However, these
individuals are not required to pay any copayments
once their out-of-pocket expenses for prescription
drugs exceed $3,850.

Low-Income Recipients (Non-MA) with Income
Between 135% and 150% of the FPL. Individuals with
income between 135% and 150% of the FPL and that
meet an asset test ($10,000 for singles and $20,000
for couples) receive a "partial low income subsidy"
and pay:

=  Premiums based on a sliding scale -- the full
premium is paid for individuals with income at
150% of the FPL, which is phased down to no
premium subsidy for individuals with income at
135% of the FPL;

e A $53 deductible;

e 15% coinsurance up to $5,451 in total drug
spending ($3,850 in out-of-pocket drug spending);
and

=  Copayments of $2.15 per generic and $5.35
per brand-name drug after the individual spends
$3,850 out -of -pocket on their prescription drugs.

Standard Benefit (Enrollees with Income that Exceeds
150% of the FPL). Individuals with income above
150% of the FPL, regardless of their assets, are
eligible for the standard Part D benefit. These
individuals pay:

e An estimated premium of $27.35 per month
($328.20 per year);

e A $265 deductible;

e 25% coinsurance after the deductible is met
(25% of total drug costs between $250 and $2,400);
and

e 100% coinsurance for drug costs between
$2,400 and $5,451. This $3,051 gap in coverage is
commonly referred to as the "donut hole."

e After the $3,850 out-of-pocket limit is

reached (the $265 deductible amount, $534 in
coinsurance for drug costs between $265 and $2,400
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and $3,051 in coinsurance for drug costs between
$2,400 and $5,451), recipients pay $2.15 for generic
drugs and $5.35 for brand-name drugs, or a
coinsurance of 5%, whichever is greater.

Pharmacy Participation and Drug Coverage.
Each plan employs a network of pharmacies from
which plan participants may purchase drugs. Each
plan has a formulary, which must include at least
two or more drugs within each therapeutic
category and class of covered Part D drugs. In
addition to this required coverage, PDPs and MA-
PD plans may separately offer enhanced coverage
for an additional premium. Medicare drug plans
may change formularies at any time, but they are
required to notify participants of formulary
changes in a timely manner.

Funding. The Part D benefit is supported
primarily through contributions from the federal
general fund and premium payments from
enrollees. However, since premiums are intended
to represent approximately 26% of the cost of
standard coverage, the primary funding source for
the benefit is the federal general fund.

State MA programs also contribute to the cost
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of providing the Part D benefit, in recognition that
statet MA programs no longer reimburse
pharmacies for drugs purchased by dual eligibles.
The amount of this payment is based on a
declining percentage of the 2003 calendar year non-
federal share of prescription drug costs under state
MA programs paid for dual eligibles, inflated to
the current year. The percentage began at 90% in
calendar 2006 and decreases to 75% over the next
10 years. This payment is often referred to as the
"clawback" payment. DHFS estimates that the MA
program will pay CMS approximately $145.8
million GPR as a "clawback" payment in 2006-07.

As of June, 2006, there were approximately
182,100 W.isconsin residents enrolled in PDPs,
67,300 Wisconsin residents enrolled in Medicare
Advantage plans that provide Part D benefits, and
112,600 Wisconsin residents who were dual
eligibles.

In 2007, there are 54 PDPs and 15 Medicare
Advantage plans that provide Medicare Part D
benefits to Wisconsin residents. The monthly
premiums for the PDPs range from $14.80 to
$80.30.



CHAPTER 10

TRENDS IN PROGRAM FUNDING AND PARTICIPATION

Table 30 provides annual information on MA,
BadgerCare, SeniorCare, and Family Care benefits
expenditures, by source, for 1999-00 through 2005-
06. The table summarizes information contained in
the Department of Administration's annual fiscal
reports.

caseload information for each of several groups of
MA recipients, including: (a) elderly recipients; (b)
disabled and blind recipients; (c) "family MA" re-
cipients, which is a group that includes individuals
in low-income families with dependent children,
children in out-of-home care that are eligible for
MA, and children for whom subsidized adoption

Table 31 provides more detailed cost and payments are made; (d) MA recipients who are

Table 30: MA, BadgerCare, Family Care, and Senior Care Benefit Expenditures (Fiscal Years 1999-00 through

2005-06)

1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06

MA

GPR* $967,454,700 $978,742,100  $1,044,015,800 $989,853,600 $615,430,900  $1,512,168,000  $1,195,791,700

FED 1,831,257,300 1,886,906,700 2,039,698,000 2,294,867,500%*  2,498,741,500 2,452,099,600 2,424,570,900

PR 15,258,000 15,166,400 18,338,000 16,914,000 19,458,800 20,376,500 19,911,800

SEG 0 639,574,100 204,918,300 361,522,700 829,952,700 97,654,700 359,935,500
Subtotal $2,813,970,000  $3,520,389,300  $3,306,970,100  $3,663,157,800  $3,963,583,900  $4,082,298,800  $4,000,209,900
BadgerCare

GPR $21,920,300 $46,164,600 $43,774,600 $60,814,900 $64,767,300 $58,877,600 $62,297,500

FED 35,697,600 81,449,400 92,371,700 124,538,400 134,732,100 122,702,100 125,176,900

PR 758,200 1,410,600 4,447,700 4,113,500 6,145,300 6,986,400 6,943,000
Subtotal $58,376,100 $129,024,600 $140,594,000 $189,466,800 $205,644,700 $188,566,100 $194,417,400
SeniorCare

GPR $0 $0 $0 $25,424,500 $38,211,000 $45,383,400 $44,364,400

FED 0 0 0 0** 41,548,200 45,062,900 45,700,200

PR 0 0 0 6,807,500 31,178,100 39,351,300 50,639,800
Subtotal $0 $0 $0 $32,232,000 $110,937,300 $129,797,600 $140,704,400
Family Care

GPR *** $2,874,500 $14,255,100 $25,783,300 $48,026,000 $72,647,500 $70,522,600 $96,949,300

FED 4,099,100 32,470,900 57,937,600 87,895,200 120,269,300 98,387,900 133,142,300
Subtotal $6,973,600 $46,726,000 $83,720,900 $135,921,200 $192,916,800 $168,910,500 $230,091,600
Total Expenditures

GPR $992,249,500  $1,039,161,800  $1,113,573,700  $1,124,119,000 $791,056,700  $1,686,951,600  $1,399,402,900

FED 1,871,054,000 2,000,827,000 2,190,007,300 2,507,301,100 2,795,291,100 2,718,252,500 2,728,590,300

PR 16,016,200 16,577,000 22,785,700 27,835,000 56,782,200 66,714,200 77,494,600

SEG 0 639,574,100 204,918,300 361,522,700 829,952,700 97,654,700 359,935,500
Total $2,879,319,700  $3,696,139,900  $3,531,285,000  $4,020,777,800  $4,473,082,700  $4,569,573,000  $4,565,423,300

*Excludes encumbrances incurred under COP-W and MA supplemental payments to counties under the Wisconsin Medicaid cost

reporting program (WMCR).

**n 2002-03, $26,892,600 FED budgeted in the MA benefits appropriation supported SeniorCare benefits.
** Excludes expenditures from an appropriation to the Division of Disability and Elder Services that previously supported a variety of
Family Care-related costs, including some costs of providing services to MA-eligible Family Care participants.
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enrolled in community-based waiver programs,
the MA purchase plan and Family Care; () women
enrolled in the family planning waiver program;
and (f) other MA recipients that receive limited
MA benefits, including certain low-income Medi-
care recipients.

The table identifies, for each group and year,
the total MA benefits expenditures attributed to the
group, these expenditures as a percent of the total
MA expenditures (for all groups), the average
monthly number of recipients who were in each
eligibility category, the caseload average as a per-
cent of the total average monthly number of MA
recipients, and the average benefits costs for each
group of recipients. The expenditure amounts
listed in this table differ from those in Table 30 be-
cause Table 30 identifies total MA, BadgerCare,
and SeniorCare expenditures as recorded in the
state's accounting system (WISMART), whereas the
information in Table 31 includes MA and Family
Care benefits expenditures, but excludes expendi-
tures not attributable to a specific claim. For exam-
ple, services provided under the home- and com-
munity-based waiver programs account for more
than half of the difference between the 2005-06 MA
and Family Care total ($4.23 billion) in Table 30
and the MA and Family Care total shown in Table
31 ($3.71 billion).

The information provided in Table 31 for fiscal
year 2005-06 is shown graphically in Figures 2 and
3. Although MA recipients in low-income families,
women enrolled in the family planning waiver
program and other MA recipients with limited
benefits represented approximately 74.8% of all
MA recipients in 2005-06, they accounted for only
29.3% of all MA expenditures. In contrast, elderly
MA recipients, who represented 5.3% of all
recipients, accounted for 23.8% of all expenditures.
Disabled MA recipients represented only 15.4% of
the total number of recipients, but accounted for
33.2% of all expenditures in 2005-2006.

Expenditures by Type of Service

Figure 4 provides information on MA funding,
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by major service category, for the 2005-06 year. The
figure shows that spending for institutional ser-
vices, including services provided by nursing
homes and the state centers for the developmen-
tally disabled, accounted for 23.1% of total spend-
ing in 2005-06. In contrast, community-based long-
term care services accounted for 17.4% of total
spending and managed care payments, including
payments made under long-term care programs
such as Family Care CMOs, PACE, WPP, and I-
Care, accounted for 23.5% of total expenditures.
Acute care spending represented 31.5% of gross
expenditures.

Figure 5 shows MA fee-for-service spending in
2005-06 for the five largest acute care services cate-
gories. Inpatient hospital and drug expenditures
represented 22.7 and 32.1%, respectively, of fee-for-
service acute care expenditures.

Table 33 provides a summary of 2005-06 MA
and BadgerCare benefits expenditures, by service
category. Table 34 shows how the composition of
expenditures has changed from 2001-02 to 2005-06.
The service categories identified in Table 33 have
been collapsed in Table 34 to highlight historical
trends in major service areas. Tables 33 and 34 do
not represent a complete picture of MA expendi-
tures, since certain expenditures, such as supple-
mental payments to nursing homes, and various
offsets to program expenditures, are not included.
Unlike Table 32, Tables 33 and 34 include expendi-
tures for services provided under the home- and
community-based waiver programs.

Table 34 indicates several trends over the five-
year period. First, total payments for institutional,
long-term care services have decreased slowly, at
an average annual rate of 1.3%, while payments for
community-based long-term care services have
increased at a much higher rate, an average annual
rate of 10.7%. Second, total MA payments to
managed care providers has increased by more
than twice the rate of increase for total MA
payments (14.7% and 5.6% , respectively).
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FIGURE 2

Average Monthly MA and Family Care Recipients by Major Eligibility Group
Fiscal Year 2005-06

Disabled/Blind Elderly
100,100 34,600 (5.3%)
(15.4%)
Community
Based Waivers,
MAPP, Family
Family MA, Care 29,500
Family Planning (4.5%)
Waiver, and
Others 487,500
(74.8%)
FIGURE 3

Total MA and Family Care Expenditures by Major Eligibility Group
Fiscal Year 2005-06

($ in Millions)
Community
Based Waivers,
MAPP, Family
Care $510.9
(13.8%)
Disabled/Blind
$1,230.7
(33.2%)
Family MA,
Family Planning
Waiver, and
?tg§;34 Elderly
$1,087. $882.7 (23.8%)
(29.3%)
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FIGURE 4

Selected Services as a Percent of Gross MA, BadgerCare, SeniorCare,
and Family Care Benefit Expenditures
Fiscal Year 2005-06

Institutional Care
Acute Care (23.1%)

Services (31.5%)

Managed Care

(23.5%)
Medicare and Other

(4.5%)

Community-Based
Long-Term Care
(17.4%)

Source: DHFS 703 Report

FIGURE 5

Fee-for-Service Expenditures for Acute Care Services
Fiscal Year 2005-06

Other Services
(22.8%)

Drugs (32.1%)
Physicians and Clinic
Services (7.3%)

County Matched
Services (6.9%)

Outpatient. Hospital Inpatient Hospital
Services Services (24.9%)
(6.0%)

Source: DHFS 703 Report
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Table 32: MA, BadgerCare, SeniorCare and Family Care Benefit Expenditures, by Service Category
(Fiscal Year 2005-06)

Long-Term Care Services

Institutional Services

Nursing Homes - SNF $845,841,400 18.6%
Nursing Homes - ICF 32,742,100 0.7
Nursing Homes - ICFs-MR 61,555,500 14
State Centers 111,497,900 25
Subtotal $1,051,636,900 23.1%
Community-Based Services
CIPIA $87,050,100 1.9%
CIP IB 230,011,200 51
COP-Waiver* 96,029,600 21
CIP1I 57,461,500 13
CSLA 0 0.0
Brain Injury 17,908,800 0.4
Autism/Children's Long-Term Care 38,223,400 0.8
Personal Care 176,128,800 3.9
Respiratory Care Services 21,631,100 0.5
Home Health 19,009,100 0.4
Private Duty Nursing 22,168,800 0.5
Hospice 23,531,900 05
Subtotal $789,154,300 17.4%
Total Long-Term Care Services $1,840,791,200 40.5%

Acute Care Services

Institutional Fee-for-Service Providers

Inpatient Hospital $357,014,200 7.9%
Outpatient Hospital 77,515,600 1.7
Outpatient Hospital-Psychiatric 8,311,800 0.2
Subtotal $442,841,600 9.7%
Non-Institutional Fee-for-Service Providers
Drugs $459,607,300 10.1%
Physicians and Clinics 104,931,900 2.3
County Matched Services 98,229,000 2.2
DME/DMS 38,231,700 0.8
Outpatient Mental Health 29,514,500 0.6
FQHCs 55,000,000 1.2
Laboratory and X-Ray 27,545,200 0.6
School Based Services 23,849,400 0.5
Other Care 9,715,400 0.2
Dental 23,987,400 0.5
SMV Transportation 19,408,000 0.4
Healthcheck 38,834,500 0.9
Therapies 16,292,400 0.4
Ambulance 13,464,000 0.3
Family Planning 10,070,100 0.2
Rural Health Clinics 6,108,500 0.1
Vision 4,229,900 0.1
Chiropractic 4,376,000 0.1
Prenatal Care Coordination 5,295,800 0.1
Subtotal $988,691,000 21.7%
Total Acute Care Services $1,431,532,600 31.5%
Managed Care
Capitation Payments** $1,059,517,900 23.3%
Supplemental Payments 8,522,900 02
Subtotal $1,068,040,800 23.5%
Other Provider Payments
Medicare Buy-in Premiums $108,004,400 2.4%
Medicare Crossovers - Part B 51,467,200 1.1
Medicare Crossovers - Part A 46,431,900 10
Subtotal $205,903,500 4.5%
Total Provider Payments*** $4,546,268,100 100.0%

*Includes an estimate of the GPR expended outside of the MA benefits appropriations to support COP-W.
**Includes payments to HMOs for low-income families and payments to Family Care CMOs, PACE/WPP, and I-Care.
**Does not include offsetting recoveries and collections, such as estate recoveries and drug rebates, and payments for common carrier
transportation services, for CCls/CCOs, the Bureau of Milwaukee Child Welfare and projects for children with severe emotional disorders.

Source: DHFS 703 Report
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County

Barron
Brown
Calumet
Clark
Columbia
Dane
Dodge
Dunn
Fond du Lac
Grant
Green
lowa
Jackson
Jefferson
Kenosha
Kewaunee
La Crosse
Lafayette
Lincoln
Manitowoc
Marathon
Milwaukee
Monroe
Outagamie
Ozaukee
Pierce

Polk
Portage
Racine
Richland
Rock

Rusk

Sauk
Shawano
Sheboygan
St. Croix
Trempealeau
Vernon
Walworth
Washington
Waupaca
Winnebago
Wood

Subtotal
Family Care Awards

Total payments

APPENDIX |

Allocation of Supplemental MA Payments to County- and

Municipally-Operated Nursing Homes

2003-04

$0
1,159,618
338,918
1,602,784
944,514
915,877
2,267,534
1,418,132
1,458,460
533,468
974,966
590,888
997,124
1,015,589
1,137,460
84,873
2,768,550
687,182
1,191,191
1,107,916
2,363,553
1,218,707
878,946
1,506,765
1,506,765
89,529
842,016
844,949
1,551,082
667,515
1,429,499
686,908
982,352
556,289
3,896,457
706,752
855,227
613,127
1,835,734
1,684,032
607,836
1,765,279
1,144,846

$49,429,209
670,791
$50,100,000

2004-05

$35,639
1,584,938
496,508
1,787,467
760,766
1,108,725
2,734,072
1,276,169
1,723,733
1,281,742
984,850
370,286
884,744
1,282,639
1,159,677
67,173
3,006,042
619,180
877,628
1,422,574
2,675,897
1,219,772
821,846
1,980,000
1,548,583
162,035
854,788
836,565
1,885,074
713,451
1,941,618
772,113
1,033,120
365,965
4,066,825
746,024
1,023,548
620,841
2,202,321
1,665,383
763,275
2,159,490
1,250,062

$54,773,148
0
$54,773,148

2005-06

$225,257
962,382
456,671
1,120,334
566,934
700,298
1,563,848
895,958
1,139,941
827,053
699,604
290,820
543,457
723,478
651,378
261,032
2,117,188
416,067
1,032,199
890,083
1,824,701
1,144,149
538,753
1,259,592
998,739
154,381
549,689
492,949
1,210,116
488,345
1,145,300
537,860
677,396
618,474
2,461,374
552,553
865,164
600,448
1,102,493
1,077,785
446,113
1,411,333
858,311

$37,100,000
0
$37,100,000
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APPENDIX I

Classes of Drugs Comprising Wisconsin's Preferred Drug List

ACE Inhibitors

ACE Inhibitors/CCB Combinations
Acne Agents

Alzheimer’s Agents

Analgesics, Narcotics

Androgenic Agents
Angiotensin Receptor Blockers
Anticoagulants, Injectables
Anticonvulsants
Antidepressants, Other

Antidepressants, SSRI
Antiemetics, Oral
Antifungals, Oral
Antifungals, Topical
Antihistamines, Nonsedating

Antimigraine, Triptans
Antiparkinson’s Agents
Antipsychotics, Atypical
Antivirals, Influenza
Antivirals, Other

Agents for BPH

Beta Blockers

Bladder Relaxant Preparations
Bone Resorption Suppression
Bronchodilators, Anticholinergic

Bronchodilators, Beta Agonists
Calcium Channel Blocking Agents
Cephalosporin and Related Agents
Cytokine and CAM Antagonists
Erythropoiesis Stimulating Proteins

110

as of December, 2006

Fluoroquinolones
Glucocorticoids, Inhaled

Growth Hormone

Hepatitis C Agents
Hypoglycemics, Adjunct Therapy

Hypoglycemics, Insulins
Hypoglycemics, Meglitinides
Hypoglycemics, Thiazolidinediones
Intranasal Rhinitis Agents
Leukotriene Modifiers

Lipotropics, Other
Lipotropics, Statins
Macrolides/Ketolides
Multiple Sclerosis Agents
NSAIDs

Ophthalmics, Allergic Conjunctivitis
Ophthalmics, Antibiotics
Ophthalmics, Glaucoma Agents
Otics, Antibiotics

Phosphate Binders

Platelet Aggregation Inhibitors
Proton Pump Inhibitors
Sedative Hypnotics
Stimulants and Related Agents
Topical Immunomodulators

Ulcerative Colitis
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APPENDIX I

HMO Enrollment Status for MA and BadgerCare Recipients
As of October, 2006

(2)

Burnett

(2)

Washburn | Sawyer

3 3 i 5
® ®) e 3.

Barron

®

(0)

®

Taylor

Chippewa
[©)

4

Marathon Menominee

___? - E ] N

8
@ Shawano
(0)

Kewaunee

[©) ‘ ®)

Outagamie Brown

(©)]

Eau Claire

aupaca

Manltowoc

® Calumet
&) @
Wlnnebago
(2) Marquette
Fond du Lac
(©)] (©)

Green Lake ?) Sheboygan

Mandatory. Every zip code in these Vernon ’
counties is covered by two or more :
HMOs. Mandatory enrollment in all a

areas of these counties. Crawford )

Ozaukee

@ 7@

Washington
Mandatory - Partial. Some zip codes in Waukesha .
these counties are covered by two more Jefferson | Milwaukee
HMOs. In these zip code areas, there is Dane ®)
mandatory enrollment. Grant

reen
Rock Walworth ®)
Voluntary. Every zip code in the county @

is covered by one HMO. There is no (0) 4 (©)
mandatory enrollment in these counties.

Racine

Kenosha (4)

Voluntary - Fee-For-Service. Some zip codes in these
counties are covered by one HMO, the rest are not cov-
ered by an HMO. Consequently, there is no mandatory
enrollment in these counties.

Fee-For-Service. No HMOs participate in these counties.
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APPENDIX IV

Medical Assistance Waiver Services*

CIP 1A, CIP IB, BIW, CLTS, CIP Il and COP Waivers

Service

CIP IA
CIPIB

BIW

CLTS

COP-W
CIP 1l

Adaptive aids include devices, controls or appliances which
enable individuals to increase their ability to perform activities
of daily living independently.

Adult day care provides social or health-supportive services for
part of a day in a group setting.

Adult family home is a residence in which care and
maintenance above the level of room and board, but not
including nursing care, are provided to no more than four
residents by a person whose lives in the home.

Case management includes the planning and coordination of an
individual's program plan, along with advocacy and defense
services, outreach, and referral.

Children's foster care includes supplementary intensive
supports and supervision services to address exceptional
emotional or behavioral needs, or physical or personal care
needs (including personal care provision beyond those age
activities expected for a child, skilled tasks, monitoring of
complex medical needs, and comprehensive behavioral
intervention plans).

Communication aids/interpreter services are devices or
services to assist individuals with hearing, speech or vision.

Community-based residential facility is a residence for five or
more unrelated adults that provides care, treatment or services
above the level of room and board.

Consumer directed supports are services that provide support,
care and assistance to an individual with a disability, prevent
the person’s institutionalization and allow the person to live an
inclusive life. Consume-directed supports are designed to build,
strengthen or maintain informal networks of community
support for the person.

Consumer and family directed supports are designed to assist
children and their families to build, strengthen, and maintain
informal networks of community supports. Specific supports
may include adaptive and communication aids, consumer
education, counseling, daily living skills training, day services,
foster care, home modification, respite care, supportive home
care, and supported employment.

Consumer training and education help a person develop self-
advocacy skills, exercise civil rights, and acquire skills needed to
exercise control and responsibility over other support services.

Counseling and therapeutic services provide treatment
oriented services for a personal, social, behavioral, mental or
alcohol or drug abuse disorder.

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

No

Yes

Yes

Yes

No

Yes

Yes

Yes

Yes

Yes

No

No

No

Yes

Yes

No

No

Yes

Yes

Yes

No

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

No

Yes

Yes

No

No

No

Yes



CIP IA COP-W
Service CIPIB BIW CLTS CIP 1l

Daily living skills training include services intended to Yes Yes Yes Yes
improve a client's or caretaker's ability to perform routine daily
living tasks and utilize community resources.

Day services include activities to enhance social development. Yes Yes Yes Yes

Financial management services include the services of a fiscal Yes Yes Yes Yes
intermediary for those receiving consumer-directed services to

ensure that appropriate compensation is paid to providers of

services, and provision of assistance managing personal funds

for those unable to manage their money themselves.

Home modifications include changes to ensure accessibility Yes Yes Yes Yes
and safety of the individual's home (such as ramps, lofts, door
widening and other physical alterations).

Home delivered meals is the provision of meals to individuals at No No No Yes
risk of institutional care due to inadequate nutrition. Individuals
who require home delivered meals are unable to prepare or obtain
nutritional meals without assistance or are unable to manage a
special diet recommended by their physician. Home delivered
meals cannot meet the full daily nutritional needs of an individual.

Housing counseling provides assistance in acquiring housing in Yes No No No
the community, where ownership or rental of housing is separate
from service provision.

Housing start up provides assistance in establishing housing Yes No No No
arrangements in the community after relocation from an

institution, including security deposits, furnishings, and

household equipment.

Intensive in-home autism services are one-on-one behavioral No No Yes No
modification therapy services for children with autism disorder,
Asperger's disorder, or pervasive developmental disorder.

Nursing services are medically necessary skilled nursing services No No No Yes
that cannot be provided safely and effectively without the skills of

an advance practice nurse, a registered nurse or a licensed

practical nurse under the supervision of a registered nurse.

Nursing services may include, but are not limited to, periodic

assessments of a participant's medical condition and monitoring

when the evaluation requires a skilled nurse and the monitoring of

a participant with a history of non-compliance with medical needs.

Nursing services that are covered as an MA card service are not

eligible under the waiver program.

Personal emergency response systems (PERS) are community- Yes Yes Yes Yes
based electronic communications devices activated by the

consumer in the event of a physical, emotional or environmental

emergency.

Prevocational services include teaching and activities related to Yes Yes No No
concepts to prepare an individual for paid or unpaid employment

such as work directions and routines, mobility training,

interpersonal skills development and transportation to and from

work.
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Note: CIP IA and CIP IB funds services for individuals who are relocated from the state centers for the developmentally
disabled (CIP IA) and individuals who are relocated or diverted from other intermediate care facilities for the mentally
retarded (CIP IB). The brain injury waiver (BIW) program funds services to individuals with brain injuries who require post
acute rehabilitation institutional care. The children's long-term care (CLTC) waiver program provides services to children
with developmental disabilities, physical disabilities, and who meet the psychiatric hospital or severe emotional disturbance
level of care. The community options waiver program (COP-W) and the community integration program (CIP Il) provide

Service

CIP IA
CIPIB

BIW

CLTS

COP-W
CIP 1l

Residential care complex is a residence for five or more adults
that consists of independent apartments, each of which has an
individual lockable entrance and exit, a kitchen, and individual
bathroom, sleeping and living areas, and that provides not more
than 28 hours per week of supportive, personal and nursing
services.

Respite care services provide temporary relief to the primary
caregiver.

Supported employment services include individualized
assessments, job development and placement, on-the-job
training, performance monitoring, and related support and
training to enhance employment.

Supportive home care are services to maintain individuals in
independent or supervised living situations.

Specialized medical and therapeutic supplies are items and
devices that are necessary to maintain the child's health, manage
a medical or physical condition, or improve functioning or
enhance independence.

Specialized transportation are services to improve access to
needed community services and the ability to perform tasks
independently.

*Services vary from one waiver to another in terms of scope, frequency, duration and other limitations.

No

Yes

Yes

Yes

Yes

Yes

community based services for elderly and physically disabled individuals.
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No

Yes

Yes

Yes

Yes

Yes

No

Yes

Yes

Yes

Yes

Yes

Yes

Yes

No

Yes

Yes

Yes



APPENDIX V

GPR MA Home- and Community-Based Waiver Allocations by County

County COP
Adams $278,678
Ashland 347,137
Barron 462,486
Bayfield 277,400
Brown 2,529,142
Buffalo 239,093
Burnett 244,298
Calumet 267,468
Chippewa 658,367
Clark 482,730
Columbia 705,610
Crawford 265,287
Dane 5,140,635
Dodge 621,875
Door 228,463
Douglas 864,519
Dunn 396,048
Eau Claire 948,351
Florence 85,954
Fond du Lac 564,513
Forest-Oneida-Vilas 0
Forest 187,158
Grant-lowa 225,589
Grant 616,661
Green 395,084
Green Lake 145,926
Iron 131,960
Jackson 270,647
Jefferson 595,577
Juneau 287,882
Kenosha 1,694,698
Kewaunee 231,660
LaCrosse 478,315
Lafayette 217,792
Langlade 322,268

Lincoln 51.437 Board 247,683
Lincoln-Langlade-

Marathon 0
Manitowoc 803,362
Marathon 1,144,784
Marinette 484,285

Calendar Year 2007

COP-W

$175,698
337,468
310,856
195,778
1,887,441

153,225
159,089
164,557
362,145
336,932

503,265
153,872
3,013,000
366,202
120,233

457,022
274,437
637,856
49,195
0

0
90,850
120,294
327,871
195,426

104,762

88,768
198,471
344,248
210,631

1,512,670
227,733

0

151,413
135,408

201,927

0
558,597
1,139,769
340,181

CIP 1l

$59,650
167,734
132,590
137,452
699,510

88,832
66,579
69,583
347,744
179,956

151,765
243,860
2,274,586
163,261
70,200

964,899
165,666
104,252
0
0

0
71,496
56,355

518,427
453,224

36,356
39,394
411,370
770,888
166,429

706,709
68,857
0
64,996
120,144

157,704

123,493
1,091,943
133,340
272,302

BIW

$83,846
0
83,846
83,846
111,795

27,949
27,949
55,898
83,846

0

111,795
0
447,180
223,590
55,898

55,898
0
27,949
0
0

139,744
0
83,846
0
83,846

0

0

0
279,488
83,846

139,744
27,949
0

0

0

83,846

111,795
83,846
0
111,795

CIP IB

$69,411
102,776
589,932
180,399
5,277,983

155,637

23,137
161,959
465,394
524,901

374,863
192,808
2,668,851
739,210
159,754

597,515
466,787
543,792
88,705
0

1,191,045
0
375,188
0

98,813

77,123
99,617
208,232
1,893,513
228,371

778,763
142,761
0
46,274
0

306,831

1,136,079
1,400,175
38,163
350,156

CIPIA

$110,553
280,730
508,823
128,099
1,240,305

252,315

86,796
126,313
968,580
390,041

293,307
168,780
2,175,968
304,642
117,851

428,859
455,565
1,684,380
19,409

0

547,020
0
402,618
0
238,496

273,588

0
174,680
341,441
296,412

894,050
220,640
0
47,979
0

425,908
955,227
463,639

0
214,429

115



County

Marquette
Menominee
Milwaukee
Monroe
Oconto

Oneida
Outagamie
Ozaukee
Pepin
Pierce

Polk
Portage
Price
Racine
Richland

Rock
Rusk
St. Croix
Sauk

Sawyer

Shawano
Sheboygan
Taylor
Trempealeau
Vernon

Vilas
Walworth
Washburn
Washington
Waukesha

Waupaca
Waushara
Winnebago
Wood

Total

116

APPENDIX V (continued)

GPR MA Home- and Community-Based Waiver Allocations by County

Calendar Year 2007

COoP COP-W

$157,544 $161,802
156,328 100,104
8,527,073 3,066,288
430,595 231,934
337,492 180,025
397,107 154,640
1,300,259 980,940
483,913 368,593
146,266 64,513
390,181 171,638
452,745 302,216
210,952 0
271,976 229,552
2,379,729 982,332
123,310 0
2,005,994 1,169,290
201,816 222,714
426,064 297,906
458,501 367,709
238,601 148,249
391,547 498,567
1,237,477 685,880
216,717 164,802
543,480 410,797
210,429 233,987
263,319 231,440
685,394 563,369
260,389 248,602
664,063 433,432
3,570,467 1,918,697
606,889 359,328
233,782 328,017
1,702,672 1,090,279
777,848 541,282
$54,550,304 $32,516,214

CIP 1l BIW CIPIB
$168,003 $0 $112,927
38,998 0 30,849
2,078,249 922,310 7,535,136
381,269 83,846 346,652
72,943 111,795 206,104
495,109 0 0
374,021 111,795 1,168,096
332,627 55,898 333,628
136,493 0 176,576
110,494 55,898 578,119
97,495 55,898 121,911
0 0 61,698
154,679 0 217,712
792,868 111,795 598,973
0 0 0
2,049,159 139,744 1,804,578
154,814 83,846 118,431
477,058 223,590 293,068
604,157 186,453 524,591
84,495 55,898 91,641
160,908 27,949 195,657
1,097,504 139,744 1,484,759
66,750 55,898 225,388
155,920 0 177,871
49,208 27,949 232,542
244511 0 0
665,863 111,795 322,520
116,073 0 200,649
390,973 195,641 472,818
713,957 363,334 1,023,661
438,934 55,898 791,050
397,926 0 74,091
975,729 167,693 998,916
638,947 83,846 1,019,303
$26,067,680 $6,139,543 $43,294,833

CIP IA

$100,305
0
5,150,960
403,625
228,869

0
1,108,366
430,256
86,796
334,764

506,649
38,818
235,236
1,368,403
0

741,730
214,895
544,380
214,585
241,912

431,032
557,578
338,180
381,811
170,953

0
340,043
77,636
580,403
1,313,593

201,697

82,915
980,777
704,154

$33,348,764



County

Adams
Ashland
Barron
Bayfield
Brown

Buffalo
Burnett
Calumet
Chippewa
Clark

Columbia
Crawford
Dane
Dodge
Door

Douglas
Dunn

Eau Claire
Florence
Fond du Lac

Forest
Grant
Green
Green Lake
lowa

Iron
Jackson
Jefferson
Juneau
Kenosha

Kewaunee
La Crosse
Lafayette
Langlade
Lincoln

Manitowoc
Marathon
Marinette
Marquette
Milwaukee

Monroe
Oconto
Oneida
Outagamie
Ozaukee

2005

$246,873
325,027
569,599
181,638
1,477,701

166,530
209,038
200,268
561,451
310,436

363,742
206,219
2,404,898
568,554
220,984

563,193
360,491
848,265
160,644
862,405

163,651
421,361
279,072
171,288
172,889

161,606
241,069
508,817
263,598
1,489,787

160,844
1,129,989
165,654
286,004
274,268

609,230
932,962
455,376
162,011
16,292,011

405,738
280,242
407,478
741,641
266,875

APPENDIX VI

Income Maintenance Administrative Allocations*

2006
$251,150
325,694
567,901
183,769
1,492,860

162,962
208,219
202,563
558,450
312,076

365,303
201,772
2,438,292
558,407
216,487

568,914
363,334
851,873
161,856
802,569

162,522
417,356
276,047
171,243
172,967

162,246
230,879
511,883
262,216
1,497,546

163,225
1,008,845
162,892
284,395
278,445

606,270
939,630
449,834
163,313
16,083,320

404,789
283,400
399,886
729,804
268,801

2005 through 2007
2007 County 2005 2006 2007
$250,809 Pepin $161,840 $161,984 $161,842
325,201 Pierce 210,120 209,881 209,421
566,891 Polk 381,558 382,525 381,855
183,524 Portage 615,363 559,352 558,229
1,489,779 Price 258,934 262,505 262,167
162,778 Racine 1,690,696 1,710,760 1,707,440
207,939 Richland 240,379 220,097 219,814
202,244 Rock 1,538,157 1,554,569 1,551,782
557,548 Rusk 245,259 238,512 238,242
311,553 St. Croix 349,453 351,673 350,897
364,669 Sauk 448,655 448,945 448,199
201,482 Sawyer 276,759 274,472 274,078
2,432,527 Shawano 353,934 355,970 355,514
557,476 Sheboygan 725,611 729,652 728,184
216,092 Taylor 243,519 244,295 243,947
567,945 Trempealeau 315,401 309,920 309,509
362,452 Vernon 281,191 277,686 277,323
850,038 Vilas 174,560 175,560 175,320
161,727 Walworth 591,541 592,245 590,910
801,507 Washburn 223,228 225,617 225,291
162,371 Washington 540,464 547,734 546,753
416,699 Waukesha 1,234,216 1,231,185 1,229,210
275,668 Waupaca 558,707 539,235 538,485
170,990 Waushara 233,414 236,160 235,834
172,721 Winnebago 1,033,731 1,033,424 1,031,654
162,087 Wood 714,904 720,991 719,701
230,531 Menominee 160,644 161,992 161,872
510,832
261,716 County Totals  $51,053,655  $50,643,146 $50,556,599
1,494,115 .
Tribes
162,991 Bad River $160,644 $161,500 $161,357
1,007,082 Lac du Flambeau 160,644 161,958 161,815
162,699 Oneida Tribe 160,644 162,389 162,225
284,008 Potawatomi Tribe 97,600 98,203 98,083
278,064 Red CIiff 160,644 161,509 161,366
Sokaogon 97,600 98,205 98,085
605,314 Stockbridge Munsee _ 97,600 98,151 98,031
937,745
449,084 Tribal Totals $935,376 $941,915 $940,962
163,097
16,058,198 Statewide Totals $51,989,031  $51,585,061 $51,497,561
404,189
282,868 *These allocations do not include additional funds DHFS
399,316 provides to counties for other IM functions.
728,285
268,275
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County

Adams
Ashland
Barron
Bayfield
Brown

Buffalo
Burnett
Calumet
Chippewa
Clark

Columbia
Crawford
Dane
Dodge
Door

Douglas
Dunn

Eau Claire
Florence
Fond du Lac

Forest
Grant
Green
Green Lake
lowa

Iron
Jackson
Jefferson
Juneau
Kenosha

Kewaunee
La Crosse
Lafayette
Langlade
Lincoln

Manitowoc
Marathon
Marinette
Marquette
Milwaukee

Monroe
Oconto
Oneida
Outagamie
Ozaukee
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APPENDIX VII

Local Overmatch Expenditures for Income Maintenance Activities
2004 and 2005

2004

$79,316
7,388
81,399
43,971
762,027

21,324
50,730
36,391
29,638
29,544

167,094
81,588
1,661,823
193,847
59,921

51,640
126,824
290,260

0
521,989

11,552
12,485
16,559
19,007
84,420

30,956
73,961
239,507
70,313
2,677,358

0
29,858
28,138
19,853
44,254

102,987
240,310
250,321

0
2,347,453

71,670
117,817
0
565,186
137,062

2005

$44,036

2,412
112,069
103,401
949,968

43,975
56,189
50,968
63,273

0

190,882
112,349
1,913,400
224,936
70,616

83,652
188,250
263,776

0
633,752

8,115
47,158
31,434
30,320

153,320

53,015
117,258
195,334

73,993

3,014,042

15,883

4,043
58,236
41,548
98,280

196,743
378,501
227,856
6,205
3,460,488

118,274
137,174

23,878
725,251
186,466

County

Pepin
Pierce
Polk
Portage
Price

Racine
Richland
Rock
Rusk
Rock

Rusk

St Croix
Sauk
Sawyer
Shawano

Sheboygan
Taylor
Trempealeau
Vernon

Vilas

Walworth
Washburn
Washington
Waukesha
Waupaca

Waushara
Winnebago
Wood
Menominee

County Totals

Tribes

Bad River

Lac du Flambeau
Oneida Tribe
Potawatomi Tribe
Red Cliff

Sokaogon
Stockbridge Munsee

Tribal Totals

Statewide Totals

2004 2005
$16,886 $0
98,003 112,868
82,656 157,144
162,027 283,698
68,089 84,237
501,843 742,444
32,169 33,906
314,456 443,744
14,163 24,037
314,456 443,744
14,163 24,037
188,693 227,319
22,953 77,960
9,147 15,625
142,248 117,755
97,537 201,764
49,217 69,984
32,014 36,897
78,385 79,145
22,720 43,106
206,244 254,924
48,115 66,814
219,535 285,107
913,903 1,029,935
188,200 221,986
100,597 110,047
322,533 480,182
110,164 242,926
4,718 1,269
$15,534,956  $19,955,542
$3,488 $0
0 0

0 0

0 0

0 2,056

1,252 414

0 1,127
$4,740 $3,597
$15,539,696  $19,959,139



