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INTRODUCTORY COMMENTS

:FremArhevheginning‘ofvdurisrudy“of Medieaid, ifi
f‘was.recodniZed'that the single, mostfinﬁorranr‘fauiﬁvef
our sister states in adopting this program, was a failure
'to‘undersrand its full impact on the administration of
"state‘mediCal,asSistancegprograms;.fIt-wasfthis failure,

tjveoupled»with/inadequate legislative;Contrgls_over,deveiopeh

Fhment of‘sﬁate programs,_that~resulted.in‘the;now well known

-troubieswofwour,sister states as they.sought to cope with .

r»the~program. o

Wlth thls background well 1n mlnd. £hé*cdﬁﬁi££éé“
" has seught to understand thelprogram and 1tsvimpac£) £6
'ddeveiopweosf esrlmates W1th a hlgher degree of accnraefhrhan
»was a&arlabievwhen thewprogran was‘adopted elsewhere, and
nto éenerally proflt by the experlence.of others. Thls

lprocess has been dlfflcult, tedlous, and at tlmes 1mposs1ble.

- Throughout our study we have had the assistance.
‘and cooperation of many public officials and private individuals
with experience -in the furnishing and administration.of

medical assistance and health care services.: The committee
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would like to express its appreciation to the many people
whose patience, understanding and tireless efforts have

assisted us in our work.,

As will Be'made'apparent in the body of ‘this
report, the members of the committee regard our report ' . -
and recommendations as a beginning and not an end.. Certainly
dné of the most cbvious weaknesses of programs:adopted in -
other states has been a lack of legislative control and
oversight over the prqgram.fpyzwhich statutory authorization
was given;b Theﬂcommittee beliéyesﬁthé£ suqh.control and
oversight ié absolute}y es;eﬁtial tp £ﬁe de?élopmeﬁt énd |
operation of‘a sound prpgramvof médical aééistance'féf |
eligible per sons invthevsﬁate éf New Jersey. Accordiﬁglf,
we have»attemptéd to pro&ide for suéh continuous iééigiatiQe
review. It.is our hope that this appréacﬁ will result iﬁ a
more effective and efficient program, consistent with fiscal
responsibility,zand at the same time furnish us with the . type
of information that will be essential in the future -in

making policy decisions in this area.



SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

L. It ie in the public interest that statutory provision
be made which will enable the State of New Jersey to

. i@?;ement e medical assistancelﬁfegfeﬁ uﬁdefﬂfiﬁle XIX
S of £ﬂefede£ei'30ciel Secufify'Acﬁ begiﬁﬁiﬁé-eh Jaﬁﬁary

1, 1970,

,;_é@eAt,its;iﬁceptiony_the program should cover the following
'ﬂNew.Je;sey.residents Who»are determined to:need medical
<eeﬁeandservices: |
Le(ejerecipients;of.qld age;asSistance,_aseistence for:
‘v.’ehe permanentlyeand totally.disabled,;assistance
: v_ﬁgbi the blind or eesiptanceifor:dependent_children;

,ﬂb),thosezwho.would be eligible to receive public

.aseistance under the State categorical assistance

v'pfograms.except for failure‘£o meet an eligibility
'eoﬁdifioh Or requireﬁent‘imboeed unaerJthe‘Sta£em
categorical assistance pfeéfeﬁ ﬁhieh ieAﬁrehibiéed
‘ﬁﬁder'Title>XIX'of“theiFedefai éeeielASecﬁfi£y Act
Heuchfasee dﬁretieﬁal'fesideﬁcerfeéﬁifemeets; relative
responsibility,'ceﬁsehtwte-imﬁeeitieﬁfefee iieﬁ;

_‘(».‘c) a child between 18 and 21 years of age who would

beJeliQible“fofvaSsietehee:forhaepenaenﬁ children



(D

(e).

(£)

living in the family group except for lack of school

attehdance“or pursuit of formalizedbvocatiénal or
téchnigal trainiﬁg; “‘ | |

arspouée of a.recipient df old age agsistaq9§{ _
aséistance fof the pérmanehtiy éﬁd'totally .

disabled, or assistance for the blind who is living

‘with such recipient and whose needs are taken into -

account in determining the  amount of cash payment

made to the recipient;

a child in foster placement under supervision of the
Bureau of Children's: Services; -

those who meet the standard of need under a'éategorical
assistance program but ‘who are not receiving such

assistance and elects not to receive it.-

The plan shall provide for furnishing the following basic

medical care and services:

,,(a)

(b)
(c)

(@)

Infpatien£~hospital seryiceé (§£her than services in

ah institution:fo# tuberéulésis or mental diseases);

Out-batieﬁt ﬁéspitai‘sefyices;

Oﬁhe; iaboratéry»and x—rayvservices;‘

(1) Skilléd ﬁursiné hqmgs sérviées tqthef than
Serviéeé’in‘an instituﬁion for tubércﬁlosis or

mental diseases) for persons 21 years of age or

older;

O



(2) Such early and periodic screening and diagppsis
of individuals, who aré eiiéiﬁié ﬁnaeri£het;fogram
and afe‘uhder ége'éi,yﬁé égéer£éiﬁ fhéir physical
‘or?méntai aéfeété and éucﬁvhéélth“cafe; tréatment,
u“ahd'othérlméaéurés to c§¥feé£’;fvameii6f;te defects
?ahd cﬁroﬁié‘cbﬁditioné aiéco§efea.théfé£§, as may
be provided in rééﬁlatidné of théASeérétary of
qﬁhe'Fédéfai-DepéftmentvéftﬁéAlﬁh,.Educ;tion and
:Welfare éﬁavapproved‘by}ﬁhe Cémmiésiéner?
’H(é).Physi;iéﬁé‘ sefvices fﬁfﬁiéhéd iﬁ thé gffic;; ££e
1‘“§aﬁieﬁ£‘s'hoﬁe, a héséiﬁéi ékiiieaﬂﬁufsing hsme or
= B ' :f‘i>éisewﬁé£é} “ R

L. .

4; Tﬁé piaﬁ méyvfur£hef”pfb§ide'for furnishih§ the ﬁoilowiﬁg
bésiésmédiéaltcéré and ééf§ices;kk‘ | -
'(a) Medicél céfé, n5£ ihciudéd ih ;ﬁbseetidh:(e)ﬁéﬁgéé,

>0r'éﬁ§ othér t&pe of féﬁediai ééfer;edggﬁiééd ﬁhder
étéfé'laﬁj fufniéhéd‘by‘iiéeﬁsea‘pféc£iti6neréMWi£hin
the scope;of their practice as defined by State law;-

. 'v R provided,khoweVer, at the program's inception' such

practitioners shall be.limited to podiatfiSts,and‘
optometrists;

(b) Home health care,serVices;

(c) Clinic services:



(d) Dental services;

(e) Physical therapy and related services;

(£) Presoribed drugs,xdentures, ana prosthetic devices;
and‘eYeglasses prsscribed by a physioian_skilled
inidiseases of the‘eye or byran optometrist, whichever
tneHinaividuai msyyselsct; B

(g9) Othst diagnostio SCfeéning, preventive, and
rénabilitstive servioés, and other remedial care;

(h) In-patient hoséital ssrtices and skilled nursing home
sérvioes for individuals 65 years oflaée or over in

an institution for tuberculosis or mental diseases.,

The plan shall be formulated by the Department of Institutions
and Agenoiss; Withrorovision for legislative ov%ersignt° The |
program wili be administered by the.Departmsnt of Institutions
snd Agencies through a Division ofv Medical Assist‘ance and

Health SerVices, which the committee recommends be created.

It is recommended that so many of the recipients of Medical
Assistance for the Aged as can be transferred to the 0ld
Age Assistance Program be so transferred, ' Those persons

in the Medical Assistance for the Aged Program who cannot

be so transferred, will continue to receive medical



assistance to the same extent as was made available to
them prior to the initiation of the Medicaid program under

a separate program to be financed by the State.

It is recommended that in the operation of the program,
that so much of the program as can be underwritten, be
underwritten by a carrier, andgthat,the,same carrier -shall

act as fiscal intermediary for the balance of the. program.



MEDICAL CARE FOR LOW INCOME PERSONS IN NEW JERSEY

INTRODUCTION

Few' subjects have received as much attention and
eoncentrated‘Study by public officials and private groups
in New Jersey as the ‘implementation of Medicaid by the
State. In view of the potential benefits to be derived
from such a program by the citizens of this State, and the
need for fiscal responsibility, careful study was, and still
is, warranted. The much publicized experiences of our sister
states with Medicaid present ample evidence of the need for

caution in preparing a program under Title XIX.

New Jersey has a long standing tradition of
providing needy persons with a wide variety of medical and
health care services., Table I, in the Appendix to this
report, prepared by the Department of Institutions and Agencies,
shows the extent to which the 14 mandatory and optional services
under Medicaid are already being provided to recipients in our

categorical assistance and medical assistance for the aged programs,

However, the medical benefits available to the

various classes of recipients are not uniform. As things



now stand in New.Jersey, a separate plan exists for each
category of recipient under the variohé'phblic Sééi5£ance
titles to the Social Security Act. For example, whereas
the‘participantvin the 014 Age-Assistance Program (OAA) will
get:in—patient hospitaiization, out-patient hospital_services,

skilled nursing home services, laboratory and X-ray services,

;thé-participant in the Aid to the Blind Program‘(B.A.)_will

get all these services except in-patient hospitalization, .

MEDICAID AND MEDICARE

Medicaid and Medicare are two separate programs

‘that are frequently confused. Both were created by

amendments to the Social Security Act-in"l965,.Medicérenas

Title XVIII, and Medicaid as Title XIX.

Méaicare is a federally'adminiéﬁeféd;proéram’of
heal£h:iﬁsuran¢e.for the aéed. Baéidélly the prbgfaﬁ affOrds
2 kiﬁdéuof béﬁefits for pefsons aged 65 or oldef:v hbspitél
ihéﬁfénée ( forvhdspiﬁaiization“and related cafe)'aﬁd
supbiéﬁentafy médicai insuranéé‘( fof physiéiéﬂs; séfvidéév

and some other medical services). Benefits are the same

'throughout the nation. Eligibility for.hosﬁitai insurance

is a right for almost all aged persons, but medical insurance
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is a voluntary program.

Medicaid is a program that is designed to pay  :

medical care costs for people with low incomes. . It is a

- . federal-state program, intended to provide medical :care :

for needy persons of all ages under a definition of need defined
by each State. Eligibility is. determined for the individual
or family according to state provisions. The program is .
administered by the states and financed in part by the

state (or state and‘ibéél) govérnmeﬁté and in part (50-83%,
depending on state average per capita-income);by the federal
government. - Since each state determines eligibility and ..
benefits, there are differences~-state by state--in who is
eligible and for what benefits. Medicaid complements the
hospital insurance provisions of Medigare by paying the
deductiblevaméunts for ﬁeed? aged perséns who are insured. It
may complemen£ thevvolunﬁary medicél insurance pfovisioné if

a state wishes.to pay the mohthl; premiums for reéibiénts of
old age assiétance;. It suppleméhts the insuranée éfogrém by
providing services‘for persohs aged 65 of ovéf in addition to
those méde availablé‘under the inéurancé»provisions and éiso

by providing medical services to persons under age 65.
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Briefly, Medicaid ties together all federal
assistance for medical services to welfare recipients under
a single program. The Secretéry.of Health, Education, and
Welfare has required that by January 1, 1970, federal
financial participation in vendor payments for medical
services will not be available under any of the other Public
assistance titles of the Social Security Act. Thus, New
Jersey is obligated to develop a State plan to implement
Title XIX or lose federal funds for medical assistance.
Under Title XIX, the federal government will pay for
approximately 50% of the mediqal care costs incurred for low
income families eligible for federal reimbursement under
Title XIX. The committee had many questions about-
the extent to which the federal government shared in meeting
the costs of affording benefits under the Medicaid program.
It would appear that the percentage of federal participation
varies with the type of recipient and the type of services
afforded, This subject will be discussed in greater detail

at a later point in this report.

The Federal legislation, within the limits of certain
guidélines, leaves to the states the persons to be covered and

the services to be furnished. These two areas, at least

 New Jersey State Library
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‘initially, represent the major variables.in defining the

magnitude of the State's program. . As will be seen later,
the Federal legislation does not leave the states as much_

discretion in-determining people to be covered and services

- to be furnished as one would be led to believe from the

language of the. act.

'WHO IS ELIGIBLE FOR TITLE XIX BENEFITS

There‘are th principle Classés of ?articipants
under Titlé XIX, i.e., the "caﬁégoridally needy" and the
"mediéally indiéént”; There is:general agréeﬁén£ that, in
order fofvaiététe plan £olrecéive federal'aﬁproval, the state
plan must‘pfovide covefage from its inception, on or before
January 1, 1970, for all individuals and families who
receiﬁe financial assistance for basic maintenance from

the federally aided publicvaésistance programs for the aged,

‘the blind, the disabled, and families for dependent children.

These programs are Aid to tne‘Blind, Aid to the Permanently
and Totaily Disabled, Aid for Families Qf Dependent Children
and 0ld Age Assistance. .Invaddition, the approved plan must
include the ?categoricaily related"; for example, all those
persons who would be eligible for the foregoing categorical

assistance except Ehgtﬁ;hgyudp not meet New Jersey's 1 year

S
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;gsidenqe ;equirement and child;gg,f;om‘AFDC(families ages
18-21 who are not ip échool. This_qesc:iption of the'
"catego;igally related"” is an oyersimplification. _The groups
which we are required_to cover.at the incéption of the
program are more fully set outrin section 3,f.(l), (2),‘(3),

(4) and (6) of the recommended bill appended to this report.

Once the committee determined what groups had to
be covered in the initial program, it was essential to
attempt to estimaté the number of people in the groups to
be Covered.'iTheflatést population estimates of the' persons

" who will be "at risk" in 1970 are set forth below.

1969-70

1970-71
Department/ Dgpartment
0ld Age Assistance 15,000 15,000
Disability Assistance 11,000 11,500
Assistance for Dependent 212,000 242,000
Children ' o : -
Assistance for the Blind 1,000 1,000
Categorically Related 11,000 12,000
' Sub-Total 250,000 - 281,500
ADC-Unemployed Parent 19,000 23,000
Presumptive Eligibility 16,300 18,000
Medical Assistance for the 11,600 12,200
Aged
Sub-Total 296,900 334,700
Foster Care 12,000 13,000
TOTAL 308,900 347,700

Prepared by the Department of Institutions

July 30, 1968

and Welfare,
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In dealing with these estiméteé, it is impdrtant

to note at least two facts, i.e.; the rate of growth of

“the various categorical assistance progréms and the inability

to identify at thié time the ﬁeoplé who W6ﬁid qﬁélify és
categoriéally rélatéd befofe#é cléimvisvfiied. As is apparent,
we now have no contact with the “ééﬁegbriéally related". The
rate of growth factor is readily seen from the recent
enactment of legislation to cover under the AFDC program the
unemployed and underemployed parent in the home. Inasmuch

as these people areixwvuﬁder AFDC, they must be included in

our Medicaid program.:

If we want an approved Title XIX program in New

Jersey, we must cover at least these people.

The Committée chose toadd oﬁe group not required
to be included byrthe Federal statute, i.e., children who are
wards of the State under the foster care program. We have
been informed by the Federal authorities that this group
could be separately added and we would be eligible for
Federal matching funds. We are already providing hbspiﬁal
care for these dhildren, under an insurance policy, without

Federal matching funds.
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In_additionh the Eede;a; mgtching under the
Medical Assistanqe_for‘the Aged program will_terminate on_
‘Deqember 31, 1969, Several aite;na@ives were available to.
the comﬁittee. The MAA program qpu;d be terminated on that
date.and medical assistance terminated for theAmore than
l0,000.New Jersey_residentswreceiving assistance_under the
program. Thig approach:was regarded as unreasongblg gnd: ’
nqt a:valid alternative. Another approach would be tp‘gontinue
the program entirely at state expense. However, it,is
estimated that the gross dollar'commitment to this prograﬁ
by 1970 will be about $53.5 million, with more thaﬁ $21
million comiﬁg from Federal funds. Continuation of the program
" at the 1970 level will require the State to contribute the

$21 million just to maintain the status quo for these people.

A third approachkwould be to‘completelyrcove; th¢
recipients in the MAA program by ﬁhe’Mediqaid program beginning
January 1, 1970.  The majority of the committee‘members aid
not approve of this approach because sﬁch inclusion unld_have
required coverage'of additional persons;‘not now‘receiying

MAA, without Federal matching funds.
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Another alternativé would be to transfer those
MAA recipients to the OAA program as can be trénsferred,
which would be the great majority of the MAA people, and to
continue to provide medical assistance for the MAA recipients
who could not be‘transferred, at the current level of services,
under a separate program, at State expense. This approach
was regarded as the most practical by the majority of the
committee members and therefore it is recommended that the
appropriate legislation be enacted to authorize this transfer

and continuation of service.

Insbfar as the second major classification, the
"medically indigent"”, is concerned, it now appears clear that
the program need not provide medical care and services for this
classification at the program's inception, to avoid the penalty
of the loss of Federal‘funds. It would appear that the
Federal government requires that the State plan, in order to
be approved on or before January 1, 1970, must include
provisions for both the categorically needy and medically
needy:; that the plan provide for a phase-in of the other
than mandatory groups by July 1, 1975; that medical care and
services must actually be provided for the categorically
needy under the plan on or before January 1, 1970; and that
the State must show reasonable progress under the plan to phase-

in the medically needy on or before July 1, 1975,
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:ffhe majOrity>df'the commiﬁﬁee has recommended
that fhefNeW“Jérsey plah peride fofia sfridtly;controlled
phase-in ofﬂﬁhe medically indigeﬁf; fhe"cont:olled phase-
in will permit us to expand medical‘aﬁd health éare
facilities to meet the expanded demand for services in an
ordefly'manner, allow us to gather additional experience
and information on utilization rates as well as further cost
and poplilation data so that the addition of large
numbers of people will not cause serious disruption'of'the
program and jeopardize the furnishing of quality careé and -

services to other recipients.

Officials of the Department of Institutions and

Agencies have indicated how the inclusion of one group

will automatically operate to require inclusion of another

group by the following example that appeared in the report
of the Commission on State Aid to Hospitals for the Care of
Indigent Patients:

"esee A State Medicaid program may provide medical
assistance to groups of otherwise non-dependent
persons who would be eligible for categorical
public assistance except for'the fact that their
income and resources are in excess of New Jersey's
standard for maintenance assistance. If the
State includes any of these medically-dependent,
‘it must include all medically needy who are

blind, disabled, aged, or in families with
dependent children. Put another way, if the. .
State pays for medical care for elderly persons
over 65 who are self-supporting except for medical



- 18 -

care, the State alsc must pay for medical
care for medically needy blind and disabled
persons and for medically needy children and
adults in families who would qualify for the
basic assistance programs if their incomes
were low enough,"

CLASSES OF HEALTH CARE SERVICE TO BE PROVIDED

Federal law requires that, as,an.absolute.minimum,
the foliowing 5 basic serviées must be included in the State's
program:

l. In-patient hospitalization (which must be reimbursed
to the hospitals on the basis of full reasonable
kcosts.)

2. Qut—patient hospital serviceso

3. Physicians' éérvices (whether furnished in thé office,
patienﬁ's home,>hospital; nursing home, or elsewhere),

4, Skiiled nﬁrsing the services,

5. Laboratory and X-ray services (other than hospital-
bésed)o o

Thése five basic servicésihave been expanded by the
1967 amendments to the Sociél Secﬁfiﬁy Act sd as to require
the inqlusion, not iater théh July,l,-l§70, of a sixth; namely,

home health services.
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. Federal law also requires that Whefe'any'staté is
already providing any of the additional “optiénaI”VServicés
unider its categorical assistance programs, it may not
continue such additional services for a selected group or
groups Only. It must either extend that particular class
of service to all categorically=-related groups that are to
be included under the Title XIX program proposed By ﬁhe State;
or it must completely drop brbéliminate_guch class of service
fqr»éll groups. Table I, discussed_garlier, liststhe 14
major‘glasses of services, which‘are_alreadylbeing provided

in New Jersey in their respective programs,

ADDITIONAL LIMITATIONS ON STATE DISCRETION

At this point it would be appropriate to"discuss
several of the important provisions of the Federal law which
serve to limit the discretion of the State in deveioping the

Title XIX program.

- One of the most impdrtant\featufes of the new
legislation is that Congress has prohibited states from using
Federal funds as a substitute for stéte"ﬁohey;"Tﬁis‘feature,
known as the requirement for "maintenance of state fiscal

' effort", means that the state participating in the medical
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assistance program must.contique towspgnd at least as much

state money for public assistance as it_did before.

Consequently, por.tions Qf state money "released"” by the availability
of increased Federél matching funds under Title XIX must be

used to broaden and liberalize the state's public assistaqce
programs by at leastAan amount equal to the Federal increase

in f unds.

Thé Federal legisiation fﬁrthef.requires that by
July 1, 1970, the noh;Federal share of the coét of a medical
assistance prdgram must be fiﬁanced entire1y from state funds
and not involve any réquirements.for a share to be borne by
"local" funds unless safeguards are included in the law and
operating'procedurés to assure that a scércity of local tax

funds does not impede the program's operation.

Thébfederal legislation aléo contains réqukéments
cohcérning equal treatmentvwhich aré basic to a considération
of the scope of a state program. Except for the spécific
exclusion of persons under 65 who are in mental or tuberculosis
hospitals, all medical services offered byvthe State's program
must be equal in amount, duration and scope for all beneficiary
groups included in the program. Thus, service made available

to one group of the needy must be the same for all the other
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categories., The State may, however, provide services for all
'péfsons'who are "medically needy" only; which are of lesser
amount, duration and 5copé than those provided for all pérsons

‘receiving public assistance for maintenance.

The basic principle of the Medicaid,program is that
the income an individual or family needs to use for  Dbasic
isupporﬁ other‘than medicai care mﬁst be‘proteéted for such
use. HoWever,'the législation‘iequiréé ééch’sfate ﬁo éeﬁ
its oWnrlével ofvincome or’fesources‘néeaéd'for basic
maintenance and this level must be cbmpérabié for.éil gfoups
includéd in the state's pfogram. ‘PerSOné‘Whose income éndv
resourcéé afe beiow this level,aha who éfé oﬁhefWise eiigible,
must, tﬁéréfdre,fbe included in theistate's‘Titié>XIX progfam.
Although}the'Federal law pfovideé'cbnsiderabie i%titudé
to ﬁhe'state, this ievel éannot“be lower than:the iével of
maintenance now in effect for the most libefal of thé state's

money payment maintenance programs.

i‘The Federal law aiso éeis furtﬁér iimitétioné dh’the
kinds of eligibility tesﬁs that the state‘may'impose.
Only avéilable income and resources‘ﬁay be céﬁsidefed, and
if the'inc0meiis'ho£ certaih of irrégﬁiar;vdnly thé£ incoﬁe

which is actually in hand may be counted. If income is
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in excess_of the amqunt set by the state for qr@ina;yﬁliying
expenses, the amount in excess must first be applied in a way
to enable the person to pay forwany medical care or services
which are not within the scope of the state's medical

assistance program.

Another impoftant‘change effected by the Title_xix
program is that the state, for purposes of’the medigal
assistance program, can no ionger-hold adult children
responsible‘for-the medical éxpenses of théir aged parentg.
The Federal legislation permits the state to consider a
spouse responsible for‘a spouse and parents responsible
for children under 2l or childfen of any age if they are
blind or diabled, bﬂﬁ:no other‘"relative" responsibility
may be legally‘imPOscu, This is in contrast to our present

Kerr-Mills Program,

In addition, as in Kerr-Mills, the gtate may not
impose a dura£i0n31 residence-requirement,as_a condition
of eligibilityvfor medical assiétance.. Conseéuently, under
a Title XIX program,ithe»state mustrfind eligible all

otherwise eligible persons who are residents of the state,
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without regard to the length of the residence. The state
must.also make arrangements to provide medical assiStance
to residents of the state’whoware temporarily absent from

ite

Another important requirement for a Title XIX ..
program is that the State, for its aged assistancé recipients,
must pay'the deductible portion of the medical cosﬁs;undera
the Hospital Insurance for the Aged, commonly called Medic;re.
In addition, the State may pay thése deductibles for_medicélly
needy old people who are otherwisé unable to pay them. Thé
State may also pay the'éo—insurancefcosts of the Hospital
Insurance Plan‘but such optional payments for aged persons may
'be made under the Title XIX program only if services of the
same duration are also furnished under Title XIX to all other
eligible persons. Title XIX also permits payment of the
deductibles and co-insurance of the Supplementary Medical
Insurance, also known as Part B of Medicare, but as in the
case of co-insurance under Part A{df,Medicare._paywenﬁsaof
such costs for aged persons is poésible only when equivalent
services are provided under Title XIX to otherwise eligible

individuals,
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THE RISING COST OF HOSPITAL CARE.

"Chaptéf i40“qf the‘LaWé'of NéW'JéfséjﬁLQGS, approved
Julf 13, 1§65; pfdvidedlfbf the éféationfof‘a commission:to
stﬁdy tﬁe‘adviSabiliﬁyv§f a prdgram‘Of Stéteféiaﬁto1pubiici
and non-profit private hospitals for(the care of indigent'
patients. This iegislatiqn, which wgsviptfoduggd.before the
enacﬁment of the 19651amegdméﬁts to the Social Seﬁurity Act,
which provided for a Medicaid Program,»p;ovided‘that ﬁhe _
duties of: the commisSion,wou;d be to define the term ;: |
"indigent patient" for_thefpurpose of_;ny possibLe Stqte}}
aid for the cost of care therefor, determine theipta; cost
of hospital care for:indigent patients and make a study of
the advisability oﬁ‘Statetaid to public andrhoan;intwimv
hoSpitalé for the care of indigent patients. The”commission's
principle concern was the reportedly substantial.annua;
deficits experienced by hospitals. The gommigsion's‘study
continued:through December 1967 andvbecaﬁsé of?théxgbvipus
relationship.of the new Federal Title XIX,Program,athe. -
commission.devoted a great deal of its time and attention

to the Federal legislation.

At the request of the Hospital Study Commission,

the New Jersey.Hospital Association undertook a compréhénsive
. T EN n fé . . -

study and survey-of the extent of the deficit‘beihg experienced
IRCIIRE A I P i ’

Wi
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annually by non-profit, private hospitals in New Jersey. The results
Of_this study are reported in Table II in the_Appendix. Fbr the
‘yéar'repbrted, the total unrecovered cost of hoséital care

’(both in-patient and out—pétient) for indigents'wés"estimated

to be $16,210,022, This‘tbtal figure was reduced by slightly

more than $2 million because of funds received from undesignated
éourées;_thus‘bringing the'net cost of indigent care to a

little more than $14 milli¢no

The commission, chaired by‘then-Asstblyman Norman
Tanzman, reported that there Qere three alternativeé which
suggested themselves if fiscal relief, by way of government
aid, was to be provided New JerseY'svpubiic‘aﬁd.non~profit
private hospitals for the care of indigent patients. These
alternatives were:

"1, County Boards of Freeholders and/or municipalities
where these medical institutions are located can
increase their lump sum grants to hospitals or revise
their reimbursement formulas for payment for indigent
persons who receive care from them. Since a number
of New Jersey counties already make lump sum grants
equal to the maximum which the law permits, statutcry
revision would be necessary if any of these counties
indicated a wish to pursue this alternative. ‘

2. The Department of Institutions and Agencies and the
County Welfare Boards could expand their program of
providing hospitalization insurance for persons served
by federal categorical programs of public assistance,
It was estimated two years ago by the Division of
Welfare, Department of Institutions and Agencies, that
to include all persons not otherwise covered by hos-
pitalization insurance in the various federal cate-
gorical programs the cost to New Jersey would be
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approximately $11 million. If present formulas for
providing for the non-federal portion of these costs
were continued, State costs would be approximately

$5.5 million with an equal cost to the counties, ‘Since
this estimate was made two years ago and hospitalization
insurance has risen sharply since that time, this
figure would necessarily be revised substantially up-
ward by the Department's actuaries,

3. Substantial relief is available to public and non-profit
private hospitals from another area--the implementation
in New Jersey of a Title XIX program authorized by the
1965. amendments to the Social Security Act. Because
of the complex character of such a program and the finan-
cial cost associated with it, this Cominission devoted
much of its time to discussion of issues related to the
implementation of a Title XIX program in New Jersey."

THE PROBLEMS OF COST DATA DEVELOPMENT

In April 1967, while the Tanzman Commission was
engaged in its study, the State Department of Institutions
and Agencies pubiished a preliminary dr;ft of éost estimates
for health ser?ices under Title XIX in.NeW Jeréey; This
document;‘preparea by the ététisticianS'df the Divisibn of
Public Welfare, represented the principle, comprehensive
attempt at developing cost estimates in this highly

problematical area. These cost estimates were prepared for
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3 eligible groups based on income. ’The low cohort group
covered ‘that portion of the pbpuletion wifh aﬁ income
standard of between$l600 and $8130; the intermediate group
‘with an income of $1,799 to $3565; and the high group with

an income of from $1999 to $3999, The'low“figuré was the

‘annual income for‘a single person wﬁereasufhebhigh figure
represented a family of 4. When these incoﬁe standerds Were
applied ;5 the 1960 New Jefseyvpopulation, it was found‘
that under the low standard 13.11% » under. the intermediate-
standard 16.42%, and under the hiéh standard 20.24% of

the population would be potentially eligible for medicd. -
services. These cost estimates were’based upon population

and service cost estimates projected to 1968.

At the request of the Tanzman Commission the
Hospital Service Plan of New Jersey and the Prudential

Insurance Company of America jointly agreed to evaluate the
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DeparpmentJS'preliminary:estimatesp__In_an_attgmpt to be
consistent, Blue Cross and Prudential made their evaluation
of the Dgpartmentfs,estimates.based on an assumed effective
date of January, 1968. 'In addition, Blue ergs and Prudential
altered some Qf,the,datgaused‘in making,the gqmputations;to
reflect their own experience and to add'several judgemental

factors.

Typical of the changes made in the figures used
by the insurance companies is the hospitalization utilization
rate and the per diem ¢ost. The Department used a utilization

rate of 2,389 days per thousand population for that portion

of the'pépulatién age'65 aﬁdiovér and 811.days'péf thousand
population forvages under 65°AhThe Eepartmenﬂs ahtidipated
patient days were priced at an estimated hospital per diem
cost of $50,00., Based upon utilization experience under
the Blue Cross program, Blue Cross and‘Prudential,used a
utilization rate of 4,000 days per thousand population for
ages 65 and over and 1,000 days per thousand population for
under age 65. In addition, baséd on the assumption that
with the advent of Title XIX people would use private
hospitals instead of governmental institutions, a per diem

cost of $55 for 1968 was used,



‘The Blue CroSs—PfudehtialHCQSt estimates, prepared
in June 1967, rélated_onlyftorthe"low income standard"cohort.
Theirléost_estimate, ekclusive of'cost of:administration,
indicaied that the Division of Public Wélfaré'svestimates
were conser&ativé,‘approximately 43% unde;ltﬁe'Blue Cross-

Prudential estimates.

In August 1967, the two sets of estimates now
available were sent to the United States‘Department of Health,
Educatidn and Welfare for app;aisal.‘ Thiswappraisal was
completed and returned tQ the Department on October 12, 1967,
.Thé;followingrcohmenﬁs, ﬁéde by HEW officials at the time of

their appraisal, are worthy of note:

"We belleve that estimating medical care costs,
espec1ally during this period of greater utlllzatlon
of medical services by a larger proportion of the
population and at what appears to be a never ending
rise in medical service unit costs, is a particularly
hazardous venture.

These difficulties which include the many 1mponderables
aluded to by the fiscal intermediaries inevitably result
in honest differences in opinion on the different aspects
of medical economics including predicting medical care
costs both with regard to estimating techniques and

- concerning types and costs of medical data used in the
estimating procedure. However, all of us should agree
that medical care estimates must be derived from logical,
systematic estimating procedures based on objective,
pertinent information. Moreover, these estimating
procedures must be amenable to evaluative testing under
actual operating conditions with modifications in
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hypothesis and data formulation if estimates prove to
be in error. For this reason, we are impressed with the
systematic estimating approach employed by your Welfare
Division in determining the parameters regarding the
potentially eligible population in +the three different
income groups, the utilization rates for the different

. medical serv1ces, appropriate medical service unit costs,
and the offsets generated by provisions in the Medicare-
Title XVIII-Law, The estimates derived from this
systematic approach can be evaluated on the basis of
actual operations with modifications, if necessary, of
the estimating assumptions and techniques. On the other
hand, the estimates shown in the summary statement
prepared by the fiscal intermediaries are based in part
on 'judgemental factors' which cannot be objectively
evaluated. We realize that the intermediaries may have
used supporting detailed data for their calculations
but these were not shown in their statement and therefore
could not be evaluated for appropriateness, etc.

We wish to reiterate that estimating costs of medical' .
services exceedingly difficult even when data on potentially
eligible populations, utilization rates, unit costs, and
Title XVIII offset are available; the difficulties are
multiplied when data are scarce or unavailable. Medical
economists are in agreement only with respect to the

fact that medical costs are expensive, and will continue

to becone more so in the future; however, 'how high is

up' concerning medical care estimates depends on the
predilections and affiliations of individual estimators."

The appraisal made by the Department of HEW was
again for the"low income standard' cohort only. Their cost
estimate fell between the Division of Welfare's and the Blue

Cross-Prudential estimate.
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Upon receipt of HEW's estimate, the statisticians

of the Division of Public Welfare extended the Federal

estimates, based on HEW's assumptions, and developed cost

estimates for the intermediate and high income standard
classifications. The extended Federal estimates and the
camparative estimates from the three major sources appear

in Tables III and IV.

With the inception of this current study began a

new round of cost estimate attempts by the Department, Prudential,

Blue Cross-Blue Sh;eld, and the committee. Throughogt

these attempts, the committee has sought ﬁo:keep in mind

that the vastlmajority of ourwsister‘states whq_h;vg adopted
Medicaid}unaerestimated the cost of the program by an. average
of 25 per cent. With this in mind, the committee members have
sought to make available to their colleagues reasonable cost

estimateso‘;These“estimates are found in Tables V and VI.

It is hoped that between the time any proposed
legislation is adopted and the program will begin, that
further attempts will be made to improve these

estimates,
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MEDICAID PROGRAM FOR NEW JERSEY

In view of the existing medical assistance programs
being offered in New Jersey now and the requirements contained
in the Federal legislation, what are the possiblé programs

or courses of action that could be taken by New Jersey?

1., We could réject Medicaid and continue the operation
of our medical assisténce programs without Federal
" financial cost sharing.
2. We could adopt a “"minimum" pfogram under Medicaid
‘effective January 1, 1970, with a phase-in of
additional participants and services to July, 1975.

3. We can adopt an above "minimum" Medicaid program.

There is a general consensus that,if we decide
to adopt a Medicaid program, the decision should be made in
the near future,since time is of the essence., Prospective
carriers, fiscal intermediaries, departmental officials, and
interested public groups have testified before the committee
that 18 months lead time would be desirable to “tbol—up" and
make the transition into a Medicaid program with a minimum of

disruption. The experience of many of our sister states,

®
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particularly New York and California, clearly shows that
a major source of difficulty hQSFerQ,theffa;;pre towprpvide

adequate time to prepare for implementation, .

What then can we reéé&néblyuexpeC£wﬁndé£ each
of the three altérnativés;

1. Aééordiﬁé tobﬁhé bepanménﬁ‘of Ihsfitutiéhé’éﬁd_
Agénéies, mediéal Care'expenditufés for dafegbrical
assistance programs and medical éééiétéhdé‘for‘fhé
aged'for fiscal year 1966-67 totaled $30,788,000.

As shown by table VII, the Fedérélgébﬁefhment's”*
vshare of-ﬁhese fuﬁdéﬁwas S11 mfliién,itﬂé State
éharé $11 million and the‘couﬁty éﬁére'épproxiﬁafély

$8.6 million.

The medical“care,expenditurgs’will ingrease substantiallg
during fisca; year l967-68;to close to $50.5 million,

By fiscal year 1969-70 it is exepcted tht these
expenditures'will be about $66 milliocn, ‘with' the

Federal government contributing’ $26.6 million.
Failure to implement Medicaid by January 1, 1970,
‘barring a change in.ngeral:law, will probably result

in losing 1/2 of the Federal funds’($l3.3 million)
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éxpectéd durihé fiscal'Year'l969-70.w This share will
probably have to be picked up by the Sfate, so that

the State’will probébly pay $35.88 million for

medical care for the beneficiaries in‘thése programs.
In additiOn, cognties will pay $16;780,000. These
figures do not reflect thé true maQﬁitude»of ﬁedical
care‘cost_for thg needyibecause the céunties are
already makiﬁé adqitioqal payments to‘héspitals'for

the care pf‘indigents in excess;bf $lQ million annually
and @he State.and municipalities are also paying for
medical'Care'for needy persons on general éséistanceo
In addiﬁion, these figures do noﬁ take iﬁtov
consideration the substantial deficité e#perienced by
noﬁ—profit.privéte hospitals which exceeded $16 million

in 1965 and which can be expected to continue.

It is reaspnable_to expect that medical expendifures

for the needy will,coptinge to rise in the years after
1969-70, and so will the State's commitment to these
p;:'dgramé° These ﬁrogréms will have to be carried on

without federal assistance and the State will have to provide
‘fér the furﬁishing‘of £he f&pe-of:quélity medical care

to whiich our citizens are entitled.
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In addition, having rejected Medicaid, under existing
law, we would not be able to change our minds and adopt

‘a Medicaid program after January l,’l97Qg

More than forty states have already adopted Medicaid
programs. Federal funds to support these programs

are derived from general tax revenues, Failure to

adopt a Medicaid program will result in New:Jefsey
residents paying for thé 6peration:of'MédiCaid in almost
all of our sister states withoUt'any oppoftﬁnity to
recoup any of these funds for the operation of our own

medical assistance programs.

Lastly, without a Medicaid program, coUntiés.;nd

municipalities would have to’continue to éxpénd large

sums of money for medical assistance, and private hospitals

will continue to operate with substantial annual deficits.
2.,What would happen if we adopted a‘"minimum" prggram’in

terms of peopleicovéred to go into operation on January 1,

19707

a. Who would we have to cover?

(1) All persons in the 014 Age Assistance 15,000
Program
(2) All persons in the Disability Assistance 11,000

Program




ALS

(a)

(5)
(6)

(7)
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Persons in the Aid for Dependent

Children Program ' '
including . ‘

ADC-Unemployed Parent

Persons in the Assistance for the
Blind Program

The Crtegorically Related

Those persons in the Medical Assistance
for the Aged Program who will be

‘transferred to the OAA program. (For

the sake of this analysis we have not
separated those MAA recipients who

'will have to be provided for in a
‘separate program).

Presumptive eligibility. (This

aspect of the categorical assistance
programs was added by recently enacted
New Jersey legislation effective ’
January 1, 1969, We have been
informed by Federal officials that if
presumptive eligibility exists for a.
categorical program, it must also be
applied in the Medicaid program.)

212,000

19,000

1,000

11,000

11,600

16,300

296,900

Accdfdingly, an absolutely minimum program, in terms of

‘number of potential péfsbné eligiblé'for‘medical care

will have about 296,900 people "at risk".
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b. What will such a program cost?’

The most complete cost estimates that we. have been
able to secure indicate that the annual per person
cost for the services outlined in the attached
recommended biil will be $33Q°OO, éxélﬁéi&e‘bfvthose
persons who are inétitutionalized, ahdxassﬁﬁihg the
calculation of physiciaﬁs cdsﬁs on arprévailihg fee
basis. If physicians were placed on a fée schedule
basis, thié figure wouid be $295.00 per:pefsbn per

~ year.

Adoption of a "minimum" number of-peOple program
now will allow the State to continue to develop

- a médical'aSSistance program to commence'dn_January
1, 1970. It would keep us in position to accept
or reject the program and expansionvthereof at some
futurc__a‘vdate° Although adoption evén now would not
give the full lead‘time requested by thé State
administering agency, it Would stiil afford the time
to plan}adequately for opeféﬁion of a progfam under
Title XIX. Adoption of‘é program woﬁld furﬁﬁer
permit the State to alleviate the deficits experienced

by private, non-profit hospitals and pick up the
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major share of the local public expenditures now
“being made for those persons who will be covered by

- the program.

Whéthéf adoption of a "more than miﬁiﬁum peréons"
érogfam bééinning with January 1, 1970, maf or may
notbe é éound policy in £he opinion of the méjority
of theICbmmitteé'mémbers, depends;oh wha£ other
pefsoﬁs you are plahniné to inélUde. Certain groups
of‘pé0ple can be inéiudéd as a sépaféte gfoup with
Federal matching and wiﬁhout requiring expansion of
the program to include other. persons for whom
Federal matching would not be évailable. Examples

- of these types of groups,héve been discussed earlier

in this report.

The-majorityyof the committee members believe that
at thebinceptioh of the prégfaﬁ, no éroup should be
covered wﬁich WOuid“require the inclusion of other
'gfouPs without Federal matChiﬁg..iThié position is
taken in orderlto kéép thé'prOgram éﬁna modest level,
at least at itsﬁinCeptiOn, ﬁntii more information is
aQailable as‘to utiiization\ratés and other cost
factors. Howévéf,fthé foétér'Cafe program is an

example of a group that can be included as a
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separate entity. It is a group for which we are
now furnishing hosptal care without Federal funds
and for which we can receive Federal funds by

inclusion under Medicaid.

For the foregoing reasons, the majofity of the
committee believe that the 13,000 children in the
foster care program be included under Medicaid
from its inception. The modest cost of furnishing
full health services to this group is far
outweighed by the benefits to be derived from

furnishing such care.

The attached tables (Tables V & VI) prepared by the Division

of Public Welfare, dated July 22, 1968, July 30,1968 as

amended August 10, 1968, are the latest available
cost estimates for the Medicaid program as
recommended by the committee majority for the firs£
6 months of operation (January 1, 1970 to‘June 30,

1970) and for fiscal year 1970-71,

For the first 6 months of operation of the recommended
program, at an annual rate of $295.00 per recipient,
the estimated additional cost to the State will be

$20,238,500, During the same period, county
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medical care expenditures are‘expected to be reduced
by $4,913,500 in terms of money spent on existing
programs and exclusive of contributions being made

to non-profit private hospitals.

For the first full fiscal year Qf operation, additional
State costs for the recommended program are
estimated_to be $51,794,000 and county_expenditures

are éxpected to be reduced by $12,170,500.

A NEW APPROACH TO PAYMENT FOR SERVICES

The Federal legislation allows the use of several
methods to pay prCViders of services. The two most commonly
employed methods are direct payment by the State and the
use of a fiscal intermediary. Under the former method, the
State receives the bills from providers and makes direct
payment. Under the lattér method, an intermediary receives
the bills, conducts all review_and audit, and pays the bill
with St;te funds advanced to the intermediary._ For this
seryice‘the intermediary will receive payment for performing
these services. it is generally believed that this latter
approach is less expensive than requiring the administering

‘qgency to perform these additional functions.
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A third approach is the use of underwriting.
Under this method the State will pay a fixed premium for
medical care insurance and the insurance carrier will be

responsible for payment of the cost of the services provided.

‘Although most states have considered using the underwriting

‘method, only l state , Texas has actually

been able to have a small portion of thgir‘Mediggidwp;ogram
underwritten. The reason;for the limited use of this method

is largely due to the inability of carriers to estimate

- costs to the dedree of accuracy necessary toassume the

“risk of underwriting for a fixed premium anhd the géneral

reluctance of carriers to assume these risks. ~ = 7’

The majority of the committee believe that

" underwriting is the most desirable method to employ in the

New Jersey Médicaid pfograml The committee has been informed
that*atﬁieaét"ohe“carrier'iS'nowﬁwilling“fo;ﬁnderwfifé’fheu
largest portion of our Medicaid program for a flat premium"
and without profit. The portion of the prbgram that

cannot be undeeritténfiégmedicai Eéréiférifhose

persons who are inspitutignalizeq, (?hgwyeésgg‘ﬁqn this

is obvious. H°We"er these persons can be handled by the

carrier as fiscal intermediary.
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The majorlty of the commlttee belleve that this
dev1ce affords New Jersey an opportunlty to add an element

of stab;llty to the cOst‘of medical care under Medlcald

‘hitherto_unavailable in any other state with a Medicaid

programa'vln addition,.we have been informed that the premium
will be kept constant for 18 months and should actual medical
care costs be less than the premlum durlng the perlod such excess

will be returned to the State of New Jerseyu

In‘view,of the foregoing, the committee recommends that
the New Jersey,Medicaidaprogram be underwritten to the greatest
extent possible, and that such underwriting be undertaken by

the lowest responsible bidder.

Should we be unable to have the program underwritten
to the extent now anticipated, the majority of the
committee recommends that the administering agency return.

to the;Legislature for further instruationSand‘authorization.

WHY NEW PRQPOSED.LEGISLATION?.”

The Legislature has had occasion this year to

consider other proposals’for the implementation of Medicaid
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by New Jersey. The major legislative proposal so considered
has been sent to the United Stétes Department of Health,
Education and Welfare for evaluation. The attached letter
indicated in great detail the areas of deficiency of

this proposal. As is apparént from this analysis, it would
not be possible to prepare a Medicaid program that would
receive Federal approval with the authorization contéined

in that proposal.

In addition, the principal proposal does not provide
for coverage of those persons recommended by the committee
majority, it does.not provide for adequate legislative
controls over program developmént deemed essential by the
majority of the committee, no does it provide for the type
of payment method deemed‘desirable by the majority.of the

committee,

In total, the majority of the committee believes
that the proposed legislation now pehding be discarded and
that favorable consideration be given to the new proposal

recommended by the majority of this committee,
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AN ACT prevgding\for,the(estab;ishment.ofiafmedical-assisﬁance;
program for eligible persons .and providing. for the .

administration; thereof,

BE IT ENACTED by the Senate and General Assembly of
"the State of New Jersey-'f R o |

'?io Short Tltle. Thls(act shallube known,andAnaf w
be cited as the “New jersey Medleal Aselatanee and Health
Serviees Act. | | - ’ o |

2. Declaration of Purpose. It is the intent of the

Legislature to make statutor& provision which will enable‘
the State of New Jersey to prov1de medlcalwaeatstaneeh
1nsofar as practlcablelbon behalf of hersone wheee{feeourcee
are determlned to beylnadequate to enable them toysecure'
quallty medlcal care at‘thelr.own ekpenee;;and to enable
the State,‘w1th1n the llmlts of funds avallable for any“
fiscal year for such bufpdséé, to ebtain all benefite‘fof
medical aSSEstance.proviaed hygthevFedetai Sdéial Secﬁrityi
. Act asbit now reads or as it.ha§'hefeaftet‘heﬂanenaea, er 
by any othefﬂFedetal act%nowvin effeetvef%nhiehymainhere— o
after Ee“eaaéiéao;" A o R

3. Definitibnsotahs?ﬁeed‘in thie”act;‘anaﬂuniessythe;
context ‘otherwise requires: e

| a. "Applicant" means any peraon who has aéplled fo;

medical assiEtance under thlS act.“‘ h N

b. “Commt551oner“ means»the ComnieSLener>of the
Department of Institutions and Agencies.

c;“"ﬁéparfméﬁfﬂ”ﬁééns:ihéﬁbé§;££$éh£YSE’IﬁgﬁitutEoﬁém

and Agencies, which is herein designated as the single



State agency to administer the-provisions of this act. '
d. "Medical assistance" means payments‘on behalf of -
recipients to providers for medical care'and services.
eg‘“PrOV1der" means any person publlc or prlvate
1nst1tutloe,.aéency or be51ness concern lawfully prov1d1ng medical
care, services, goods and supplies autho;ized under‘this act,
holding, Wﬁere eppiicable, a currentrvaiid licehse to

provide such services or to dispense such goods or supplies.

f; "Quallfled appllcantJ means alperson who is a re51dent
of this State.and is de£erm1ned to need medical care and
services as“previaed ender_this act, and who?(

(l)bie a recipient of old ege assistance, assistance
for the pefmanently”ana ﬁetally disabled, aseistance for the
blind or eseistance for dependent children; or

(2) woeid be eliéible to receive‘public assistance
under £Hea5tate cetegorical assistance pregrams except for_
failure to meet»aﬁveligibility condition or requirement
imposed under euch State‘pregram which'is prohibited under
Title XIX of the Federal Social Security Act such as a
duratioﬁal residence reéuirement;.relative responsibility,
consent to imposition of a lien; or

(3) is a Chlld between 18 and 21 years of age who
would be eligible for a551stance for dependent chlldren
living in the family greeé‘e%ceptvfo;'leck of school.attendahce”

or pursuit of formalized vocational or technical training; or

i
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.ﬂﬁ)pisaa,%Ppuﬁ?u9f a recipienthot-oldfaoe'assistance,
assistance for the‘permanently.and totally-disahled, SQui?
ass1stance for the blind who is llVlng w1th suchvre01p1ent
and whose needs are taken 1nto accountiin determining the
amount of cash payment made to the recipient“ or -

(5) is a child eligible under Title IV of the Federal‘ |
8001al Security Act, . in foster placement under‘superVision of
the Bureau of Chlldren s”Serv1ces; or |

(6) meets the standard of need’applicahle to his circumstances
under a categorical a551stance program but who 1s'notvreceiv1ng

jsuch a551stance and elects not to recelue it; |

do 2Recipientf means’any_person mho isﬁdeterminedito
be eligible tofreceiye‘medical assistance‘under this act;

h, fResidentf means a perSonvliving, other than |
temporarily, within the State. Temporary ahsencesifrom the
State shall not cause a person to lose.his status!of a:

;residentrof:this State, . e

_Anvjhere is hereby created inithevpepartmentlotfInstitutions
and Agencies a Division of Medical Assistanceiand”Healthxﬁ
Services° The Divisionvshall perform thoseradministratiueA

i.and operational functions vested in the Departmentipursuant
\to the prov151ons of this act.andrany other functions‘that
the Statef%oard of_Control may( from time to time, elect to”
assignptoﬁsuch Divisiond ThedDiyision.shall | |
consultlwithgandgcoordinate programs related to:medical |
assistance and health care services being furnished by’other

state agencies to avoid duplication of effort,



5. Medical assistance program. The Department, which
is hereby desiguateé the single\State agency to administer
the prouisions of thls act, throughrthe Division of Medical
Assistance and Health Seruioes, by rules and regulations,
shall:imélement and administer tﬁe program of medical
assistauce to brovide‘neoessary uedlcal care and services
for qualified applicants as;provided by thls act.

6. Basic mealcal care and services, |

a. Subject to the requirements of Title XIX of the
Peaeral Sooial Security Act, the limitations imposed by
thls act aud\oy the rules-and regulations promulgated pursuant
thereto, the medicalbassistance program shall include authorized
services Qithiu each of the following olassifications:

(1) In-patient hospital services (other than services
in an institution for tuberculosis orbmental diseases);

(2) Out-patient hospital services;

(3) Other laboratory and x-ray services;

(4)(a) Skilled nursing home services (other than seruices
in an institution for tuberculosis or mental diseases) for
persous 21 years of age or older;

(b) Such-early and periodic screening and diagnosis
of_indlviduals who are eligible under the program and are under
age Zl to‘ascertain tﬁeir physical or mental defects and such
health care, treatment, and other measures to correct or
ameliorate defects and~chronic conditions discovered thereby,

as may be provided in regulations of the Secretary of the



Federal Department of Health, Education and Welfare éﬁd“&ppfOVed“~
by the Commissioner;

(5) Physicians) servicesffurhished.iﬁ the 'office, the

:patient's home, a‘hoépiﬁal,-ékilled hursin§fh6mé7ofvelséwhefe:

b. Subject ﬁo:thé 1imitatibns,imposed‘by‘Fédefai”iaw;“‘”“

.-by'thié_adf; and_by‘the rules and fégulations pfdmﬁlgatéd“”_““'

pursuant thereto;?tﬁe’medical‘aésistance program may be expanded to

_ include authorized sefQices within each of the following Classificatias:

(1) Medical care not included in subsection a(5)

~ above, or any other type of remedial care recognized under
State law, furnished by licensed practitionérs within the scope

of their practice as defined by State law, provided however,

at the program's inception such practitioners. shall be limited

__tB'pbﬁiatrists’and'optOmetrists;

(2) Homé health care services;
(Sfuclinic'sérViceé; |

:(45‘Dehtal ser&ices;

(5)'PﬁysiCal therapy’aﬁd related_sefviceé;*

(6) Prescribed drugs, dentures, and prosthetic devices;

‘and eyégiaSSéé-prescribed by a physician skilled in diseases

“of the eyé or by an optometrist, whichever the individual may

select;

(7) Other ‘diagnostic; screening, preventive, and

- rehabilitative services, and other remedial care;

(8) In&patiehtghQSPital“services and skilled nursing

' home services for ‘individuals 65 years' of age or over in an



institution for tuberculosis or mental diseases;

(9) Any other medical care and any other type of remedial

care recognized under State law, specified by the Secretary of

the Federal Department of Health, Education and We%fare,{qnd o
approved by the CommiSsiqnerqv  |

c. Payments for the foregoing.sg;vices, gqods and_”
supplies ﬁurnishgq!pprsuant;ppathiglgct‘shallgbe made to
the extent;guthorized.by?thiswag;,>thevrules and rggulgfions
promulgated.pursuént there;p}and, whergnagpliqaple, supje;t‘
to_the,agrggment_of insuranceyprqvidgdbfor_gpder this‘:act°
Every provider making a c;gimCforipaymgnt'pursgénﬁ towtbis
act shall ce:tifyﬂipiwgétinghthgt no gdditiogql amount_wi;l
be charged to thgayeqipigp;vfor tthgeryice§¢ gooqs‘and' ‘

supplies, furnished,

“d. Any individual -eligible for medical assistance .

(including drugs) may obtain such assistance from any institution,

‘agency, community pharmacy, or person, qualified to perform

“the service or services required (including. an organization

which provides such services, or arranges for their availability

on a prepayment basis), who undertakes to-provide him such:
-services,
é;mAhything in ‘this act to’'the contrary -notwithstanding,
. no payments for medical assistance shall be made under this,
"act with respect to care or services for any individual who
(1) is’an'inméte*of1a?publicﬁinstitutionv(exéept as a -
" patient in a mediéal’ihétitﬁtidn%;for

: (2) 'has not attained 65 years:of age and who. is a

patient in an institution for ‘tuberculosis or mental diseases..

7. Duties of Commissioner. Under general policies

established by the State Board of Control, the Commissioner
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~is authorized and empowered to issue, or to cause

to’be-iQSuéd"throﬁgh'the Division of Medical Assistance and -

' Health Services all necessary rules and regulations ahd

»qdministraﬁive orders, and to do or cause to be done all

fqther'aéfé Anthhinéé nécésSéfY‘tb secure for the State of =
,New Jerse§ £heim52iﬁum‘Fedéfai fihénéiaiiﬁéftiéipaﬁighdtﬁét.””
 is"aVailable.WiEh.fespeét.fb.a‘érsgfém‘of ﬁedicéi éééiéﬁance;
consistent with fiscél rééﬁonéibiiify and Withinntﬁé iimitéhdf
‘funds available for any fiscal year, and to the extent .

. authorized by the medical assistance program plan; and other=

~wise to accomplish the purposes of this act, including

specifically the following:
" a. Subject to the limits imposed by this act, to submit

a plan'forbmediéalyaséistance, as réquiredvby Title XIX of

“the Federal Social Security Act, to the Federal Department

of Health, Education and Welfare for approval pursuant to

_the provisions of such laws; to act for the State in making

“‘negotiations relative to the submissibn'éhd"approval 6f;SudH';' o

plan, to make such arragnements, not inconsistent with the

law,'as'méy"be reqﬁire& byvor'puréuantjﬁo“Fédéral law to

obtain And“fétainAsﬁéh‘épprévél'éndREonsecﬁré for the State’the
benefitéibf'tﬁé Erbvisioﬁs.ofﬂsuéh‘law;

..bu‘éﬁbﬂeéﬁ éo the liﬁifs}iﬁpbséd'byiﬁﬁié éét; £dﬂ
aétermiﬁé the amount and éébpenéfééerOicééltbibe céVéfea;

that the amounts to be paid are reasonable, and the duration

of medical assistance to be furnished; provided, however, that

the DepaftméntIShali pfovidé mediéai'aSsiSféncé.oh‘behéif of

;
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all recipients of categorical assistance and such other
related groups as are mandatory gnder Fggegal{}gngand’rulgs}
énd regulatiqnspags‘ﬁhex now are»q;'as'they_maywpe.hefgaf;ep
amended, in Qrde;_tp“pbpqin:Egdepalvmatqh}ng fpn@s fpr such
purposes'andﬂ in_additiqn{xprovide medigallassistapce er
the foste;lchildrep spgcifigd_in sgctiqn_3,f,(§)‘of th;s aqt.
fhe med#ggi»a;;igﬁance‘P;ovided.fprAtheﬁevgroupsnghall_pot -
be less“iq,gcoge, dprgﬁion,vor‘;mopnt tban'iquurrent;y
furnishgd\such_g;oupshvand ?n additiop,‘shgll include at o

least the minimum services required under Federal laws and

rules and regulations to_pbtain‘Fede:al_mgtching funds for

such purposes,

The Department is authorized and empowered, at such

times as the Department.may determine feasible, within the

limits of appropriated funds for any fiscal year, to extend

the scope, duration, and amount of medical assistance on

~behalf of these groups of .categorical assistance recipients,

- related groups as are mandatory, and foster children

authorized, pursuant. to ,se_c__tior} 3‘,>f:", (5) of t‘.h_i‘s Aac»t, .

SO aé to inqludg, in whole orvin part, ;he‘optional medicgl
servicés authorized under Federal lawgsapd rulgs apd‘;ggulations,ﬂ.
and tﬁe Department shall have the qgthoriﬁy tQ_establish and
maintéin the prio;ipieg gi&en.suchvoptional_medical services;
pro?ided,‘howeygy, that medicaL_assis?ance_éhallube providedf
to at 1€§SF‘$uCh_9FOUP§ and%inﬂguch scope, duration, and
amount_as:are,pequirngtp;thaig §edera;Qm§tchipg funds,‘

bﬁt in no event shall mg@igal assi;t@nceﬂbe gprqighed_underv 
this act on behalf of any individuals or grouﬁs not

enumerated in section 3.(f.) for whom federal matching funds

cannot be obtained,nor in any scope, duration, or amount in



excess cf%£h0se‘fbr'which federal matching funds: can: be obtained;
c. To administer the provisions~of-£hiéfactf
d. To méke'fépofts to the Federal Department of Health, .
Education and Welfare as from time to time may be Fequired
by such Federal department and to the New Jersey Legislature
" as hereinafter provided. |
e. To aséuré that any applicant for medical assistance
shall be afforded the opportunity for a fair hearing.by the
Department should his claim for medical assistanCe'be‘deﬁied
or not ééted upon‘wiih reasonable ﬁrompthéss; |
_f,HTo provide safegquards to restrict the use or disclosure
of information”cdhéerning applicants and recipients to purposes
directly coﬁnectéd with administration of this act.

T g, To recover ahy and éli'payments'incorfectly or
illegally made to a recipiént or provider from such provider,’
the recipient or his estate:

h. To recover any and all benefits incorrectly paid’
to a provider on behalf of a recipient from such recipient
or from his estate except that no lien may bé imposed against
propefty of thévrecipient prior to his déath exéept”pﬁrsuant'
to the judgement of a court;
i. To take all reasonable measures to ascertain the legal
. liability of third parties to pay for care and services
(available under the ‘plan) arising out of injury, disease, or
disability; where it is known that a third party has a legal "’
liability, tO'treatISuch‘légal'Iiability'as é resource of. the
individual on whose behalf the care and services arée made
available for purposes,déﬁ;rmining eligibility; ‘and in any case
where such a legal'liability.is'fOUnd to exist after~medical‘
assistance has been made available on behalf of the individual,

to seek reimbursement for such assistance to the extent of such
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1eg51 liability. In any.case where such a legal liability
is found the Department shall be subrogated to the rightg of the
individual for whom medical assistance was made available,

Je T¢ determine the method Qf payment“of.claims for
medical assistance.as follows:.

(1) To contract with non-profit organizationg,Ningprpqratgd
v in New Jersey, and authqrized‘to'do busine$§ pursggnt.torp
Chapter 48 or 48A of Title 17 of the Revised Statutes of
New‘Jersgy.or‘withjinsprgngg.companies inco;por@tedyand,:k_
licensed to do business in the State, to updgrwy;;eﬂibu; not
for profit, on. an insuredlpremium gpproachf_that‘portipn of
the program ;overning_a;l_cash g;ant benefigia;ieswplusﬁall‘
other State cer;ified réquients of mediga;‘assistapcg with}pm?
the classes set forth in section 3(£)(1) throqgh (6)v9f this
act, with the exception of those persons who are confineg.ig
institutions for tuberculosis and mental care or whqaayg(v
required by mgdical necessity to be confined on a presumably
permanent-basis in other medical éare institutions by reason )
oﬁmdiseasegqf‘injury;_

- (2) Anyvgontract(executedfpursuant to:;ecﬁign‘7,jh(l)_:
shall‘pro?ide that for those persons. included iq?tbevprogram=:.
but .not covered on-an underwritten basis, the same carrier:'
selected:undervsectioﬁ 7,3.(1) shaLl,agpaas_fi§cal‘agen;‘fgr:the
Departmeht,_but not for profit, forisucbvmedicaL‘assistanqe
benefits as may‘bé;médeAavailable;

- (3) In selecting any underwriter and fiscal_aggnt,‘thg -
Department shall be guided by such.considerations as:

(@) The *lowest requnsible:bid;;i

.v(b)utherexperience~of,the underwriter and_fiscal agent

in ‘carrying out the“scope of medical :assistance benefits.in
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accordance‘with contractual arrangements with providers

whereby paymentsxare made on behalf of subscribers er poliey
holders directly to various providers of medicalVSerivees‘unaer
cost reimbursement formulas‘or in accordance wirh_fee

schedules agreedrupon in advance;

(c¢) The demonstrated effectiveness of controlpheehahisms
to assure quality of care, appropriate utiliéation of service,
and claims cost controlgml

(4) To provide that the contract shall iﬁelude:the
following:

(a) the method of payment;

(bS £hat either party may cancel such contract upon
reasonable notice to the other;

(c) that the State shall have.the right to‘audit the.
financial records of the carrier and providere° | | |
(d) that shoﬁld a premium suplus éevelop, eﬁch sﬁrpius

and any interest thereon shall accrue to the benefit of

the State. Any such funds held on behalf of the State shall be

invested by the Director of the Division of investment>in the
Department of the Treasury or invested in a manner prescribed
by such Director;

(e) that the carrier and fiscal agent shall quarterly
and at euchbother“times‘as the State Treasurer may require
and in'sﬁch form as he prescribes, render an accoﬁht 6f the
expenditures of ﬁoney advanced pursuant to this act.

K. Where peceseery, to advance funds to the underwriter
or fiscal agenﬁ to enable such underwriter or fiscal agent,
in accordance with the terms of its contract, to make

payments to provider;
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l. To contract Qlth and to pay the apprcorrate
county welfare boards.for 1nvest1gat1ng and _
determlnlng whether aonllcantswfor benefits underrthiseact‘
are eligible therefor under the etandardevprescribed_A
by the Department- 1‘

m; To assure that the nature and quallty of the medlcal
a551etance prov1ded for under thls‘act shall be unlform and
equitable to all recipientso ) "

8. Subﬁect‘to the limdtations orovided in section 7 of
this act, the Department shall (a) develop and employ such
methods and procedures re;ating_to the utiligaton‘of and the
payment for:nedicai careband servicee avai;ab;e_under the
plan as may be necessary to safeguard‘againet unneceseary
utilizationuof'such-care.and”eervices- -

(b) assure that payments (1nclud1ng payments for any
drugs prov1ded under the plan) are not in excess of reasonable
charges (reasonable costs in the 1nstance ofﬂlnpatlent
hosnltal serv1ces) conerstent’w1th eff1c1ency, economy and quallty
of care; and ' | |

kc’.preecribe etandards“that oarticipating providers muetw
meet, | |

9. éuhjectbto the linitations set forth.inbsection ?‘ofh
this act,.thehbepartment‘ehal;vaseure that noﬁenrollment fee,
premlum’or srmllar charge as 1moosed on an appllcant as
a condltlon of errglblllty for medlcal a551stance under thls

act,
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10. Pursuant to the limitations provided ippthis act
and the Federal Social Sécurity Act, the Department §hall"
prepare a comprehensive medical plan whereby the benefits of
this program will be extended in accordance with the mandatory
schedﬁle for providing benefits required by the Fede;ai
legislation, This plan shall include alternative means
of expanding the medical care benefits and cbverage provided ;
in this act. Such plan shall be re-evaluated from time to
time but no less than annually and shall be based upon a
documented review of medical needs of low income families‘
in New Jersey, a detailed analysis of priorities of service,
coverage, program costs and an evaluation of progress.

llubEligibility determination. The Department shall
assure:

(a) that all individuals wishing to make application for
medical assistance shall have the opportunity to do so;

tb) phat the proceséing of‘applications shall be
simplified to the end that medical benefits shall
be furnished to recipients as soon as possible.

12, The State shall proviae such funds as may be necessary
to meet its share of the costs incurred under this act.

13, Penalty. (a) It shall be unlawfql fo; any person to
wiifully obtain benefits under this act to which he is‘not
entitled, or in a greater amount than to which he is .
entitled, and, further, it shall be unlawful for any proyider
to regeive»medical assistance payments to which he is not
entitleq, or in a greater amount than to which he is eﬁtitled,
or to falsify any report required under this act.

(b) Any person who violates the provisions of subsection

(a) of this section shall be guilty of a misdemeanor.
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14, Reporting and Oversight. The Commissioner shall
report to'thé Governor and the Legislature, no less'than‘
once each year, wﬁich'réport shall include a summary‘of its
activities for the preceding year and any recommendations
or suggestions for iegislatiVe consideratibh.'

The Senate'and'Assembly.Standing Committees on
Insﬁitutions and Welféfe shall reviéw, on a continuous baéis;
the dévelopment, administration andkoperation of the brogram
pfovided'for in this act. To facilitate this review and
oversight, the Commissioner shall submit £o the Commiftees
the report provided for above, the report of the Departméht;s
program for‘theiprogressivé implementation:of'Medicaid in
New Jersey and such other‘reports as shall be called for by
the Committees from time to time.

In addition, the Commissioner of the Départmeht of
Institutions>and Agehcieé shall submit to the Committees,
at least once éaéh year, é statement of eligibilityifequirements

: . - - . _contemplated:
under the various categorical programs, any/modification in’
. , - S _such o
requirements,and estimates on the relationship of/modifications
to case ioédé and costs under this progrémo Priof to making
_such _ _ S S
any/modification of eligibility requirements under the
various éétegorical programs, the Commissioner shall report
to the Committees ip'det#il the natufe_bf such pfopdsed‘
modifications.
15, Severability clause, If any provision of £his:aét

or‘thefappliCation thereof to any person or circumstance is
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held invalid, such invalidity shall not affect other provisions
or applications of the act which can be given effect without
the invalid provision or application, and to this ehd the
provisions of this act are declared to be severable.

16, Effective date., This act shall take effect January 1,
1970, but all arrangements necessary or appropriate to enable
this act to become fully effective on said date shall be made
as promptly_as possible as though this act were effective

immediately.






APPENDTX







TABLE I

SERVICES NOW PROVIDED -IN NEW JERSEY UNDER CATEGORICAL

Table 1. AND MEDICAL ASSISTANCE FOR THE AGED PROGRAM |
Department of Institutions and AgenCiesv(MarCh 27'196?)
SERVICES | | © PROGRAMS
Minimum Required = - " A.F.D.C. ’CQA.A. B.A. D.A. M.A;A.
l. In-Patient Hospitalization No Yes No No Yes
2, Out-Patient Hospital Services (a) (a) (a) (a) (a)
3. Physicians SerQicés | (b) (b) (b) (b) | (b)
4, Skilled Nursing Home o lYés Yes Yes Yes . Yes
5;;Laborat0ry’and>xftay | Yes Yes Yes Yes = Yes
6;-qu§'Health Services i‘ - Ae) ﬁ'(cﬁbd (é)__:(c)f  {c)
‘“Opfional“‘Services | |
7. Other remedial care by . S
-licensed practitioners -Yes - Yes Yes Yes Yes
8.>Clinf¢ Services  (a) (c}) (e (5) ." No
9. Dentai Servicés v h j Yes Yeé fe$  ves No
10. Physical therapy " | Yes | Yes Yes @ Yes Yés
11. Prescribed drugs, dentures,
prosthetic devices and 3
eyeglasses Yes " Yes Yes Yes Yes
12, Other diagnostic services Yes Yes Yes Yes Yes
~13. Mental and T.B. hospitals :
for persons over 65 No No No No Yes
14..Priv§te Duty‘Nursing No No No No No

(a) Yes, in some counties and in some hospitals, at county option.

(b) Yes, for home and office visits, but not for services in
hospitals or clinics.

(c) Yes, in some counties where such services are available, at
county option.



Table II.

Bed Capacity

COST OF INDIGENT CARE NEW JERSEY NON-PROFIT PRIVATE

- HOSPITALS FOR YEAR ENDING DECEMBER 31,1965

New Jersey Hospital Association . -

Projéction

Hospitals for Hospitals : .
Reported Per Bed not Reported Total
7,887 ‘12,L08 20,295

Inpatient - Cost of Care  $9,160,762 $1,161.50 $14,411,881 $23,572,643
Recovered for this care _14,155,8L0 526.92 6,538,001 . .10,693,8u1.

Unrecovered cost.

5,004,922 63458 7,873,880 12,878,802

Outpatient - Cost of Care 1,895,930

Recovered for this care 601,374 o : , L

Unrecovered cost N 1,294,5% - - __2,036,66L -~ 3,331,220
Total Unrecovered Cost 6,299,478 798.72 9,910,544 16,210,022
Received Undesignated  __ 793,786 1,048,703 2,042,489

Net Cost of Iﬁdigent Care $5,505,692 & 698.08 $§l66il8hl $14,167,533



TABLE III

REGIONAL OFFICE, HEW, ESTIMATES OF NEW JERSEY TITLE XIX ‘COSTS FOR 1968

Typs of Services

"Low“‘d

“Intormediate".

SUPPLIMENTED BY “INTERMEDIATE" AND ®HIGH" COHORTS

HHighlt

In-Patient Hospital

Nursing Homes

~ Physicians

Prescriptions -

HOSpitél Q.P;D.

Dental

Other Special Services

Total

$ 35,992,532
$ 49,634,645

$ 39,688,48,
$ 24,246,851

$ 347,296

$ 18,922,309

$ 2,080,768

$ 47,839,296

$ 51,569,190
$ A9,91§0,.008
$ 27,355,033
$ k48,700
$ 2,241,096

$ 2,463,171

- $ 61,697,316

$ 53,018,460
$ 61,772,908
$ 30,715,316
$ 566,598
$ 30,411,420

_$ 2,893,350

$170,912,885

$203,856,49%4

- $241,075,368

Note: The HEJ eétimateé'db not includevadministrafive_cOSts,

TABLE IV | | |
COMPARATIVE ESTIMATES, TITLE XIX, NEW JERSEY, 1968, BY SOURCE OF ESTIMATE
| " ' ELIGIBLE POPULATION COHCRTS
Source of Estimate” -and- Date Preparedb

2Low" ®Hipghv

"Intermediate®

Division of Public | : ' ‘ _
Oct.-Nov. 1966  $151,064,915 $177,325,896  $212,074,03¢

Welfare
HEW Region Offich Oct, 1967" $170,912,885 ‘$203,856,A9h $24,1,075,36¢
PrudentialfBlue Cross‘ June 1967 . $215,000,000b e .

#For consistency of comparison, the above figures do not include costs of administrs-
tion (as not included in HEW Region II estimate), Generally, howover, such costs
may be estimated at 15% of the above totals, ' :

#*Data not prbvidéd.
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Wihsli V
July 22, 1968

DEPARTMENT OF INSTITUTIONS AwnD AWENCILS
DIVISION OF PUBLIC YWILFARE
BUREAU OF BUSINESS SERVICHS

MEDICAL ASSISTANC: PROGRAM
- SUMMARY OF COST FACTORS INVOLVLD IN IMDLEm NT TION,OF PROGRAME,., \f

The attached exhibits, A through DX, i-epresént es stimates of costs fo; a Mecical
Assistance Program which includes thie incigent persons listecd below and all
persons presently elisible for the Medical Assistance for the Aged nrogran. The
estimates excluoe any concept ox“mh61cally indigent only®. ST T : :

Money nayment and categorically irelated (&, AA) R ) ESO,CUOf
ADC—Unemployed Parent (B, BB} . : T 19,000
jrcsmmt._ve hllglbll ty (C, CC) o — 15,300.
hedlcal A551stance for Che'ﬂﬁeg (?) ‘ ) o 11,500,
Sub-Total = | - 295,900
Foster Care (D, DD) o : S ' 12,000
Total R : ST Ce 308,900

Exhibits A through E are based cn 303,500 recipients at a cost of $330.00 per
recipient ver year, Exhibits AA throu;h DD when combined with E are based on the -

' same number of recipients, but at an estimated annual cost of $2¢5.00 per recipi-
, ent .instead of $330.00, The difference of $35.00 nexr person is based on the

assumption that payments to ohysicians will Le nacde on a "fee. schedule" basis
rathex than the preva111ng fee" basis ‘assumed in Exhibits A Lhrough D.

" I. Summary of Costs for the six-month period, January 1 to June 30, 1970 at the

annual rate of $330.00 per recipient,

A, Estimated Acditional Cost (Table indicates additional State funds requizred
 in amount of $22,713,700.) .nd reduction in county costs

Total Federal . . . State  County

Money=-Payment and.Catégorically $31,433,000 $13,789,300 $14,243,700 1,600,070
Related (A) . -

© Apc-Unemployed Parent (B) 2,554,000 626,000 1,821,000 f95'”39
‘ presumptive Erigibility ©) 1,803,000 1,123,000 1 344,00Q? -158,00.
Mediical Assistance for the'Ageéz(Ej : ;6-' ;J,—2,429,500 ->~ $’3$5,000 '?,505,590
Sub-Total 35,790,000 18,213,800 22,243,700 -4,767,50
”'Foéfer Cﬁre"(Df‘ _ff!ﬁ;f‘" A :1,25310003‘,1lw;:éé4(doo f ‘ ,y,4j5)O0OA";;i§5$ﬁJO

Total $37,053,000  $15,247,800  $22,718,700 _g 017,500



B.

Sub-Total - 67,178,000
. Foster Care (D) 1,848,000
Total 59,026,000

o
Estimated Total Easic Cost = '~

Total

Money-Payment and Categorically  $38,500,000 - -

Related (A)
ADC-ﬁnemployed Parent (B) 2,926,000
Presumptive Eligibility (C) v

Medical Assistance for the Aged (E) 23,243,000

2,509,000

$19,456,300

826,000

1,156,000

9,122,000

30,630,300

934,000

31,564,300

State B

'$19,043,700

2,100,000

1,353,000

14,051,000
36,547,700
914,000

37,461,700

II. Summary of Costs for fiscal year 1969-70 at the annual rate of $330.00 per
recipient,

A-

Estiméted Total Basic Cost

Benefits
Money-Payment and Catégorically $82,500;000
Related (A) ‘ . :
'ADC-Unemployed Parent (B) 6,270,000
Presﬁm?tive Eliéibility {C) 5,375,000

Medical Assistance for the Aged (E) 46,486,000

Sub—Total 140,635,000
Foster Care (D) 3,960,000
Total $144,595,000

Zstimated Additional Gross Cost of Program

Administration Total
© $8,250,000 $90,750,000
527,000 6,897,000
537,900 5,915,500
- 46,435,000
9,414,900 150,049,9oo¢
396,000 4,355,000
| $2,810,900 s154,465,éoo’

Additional Gross Cost of
Program for Year

Money-Payment and Cétégorically Related kA)
ADC—Unemployed Parent (B)

Presumptive Eligibility (C)

Medical Assistance for the Aged (E)

Sub~Total

Foster Care (D)

Total

$73,720,000
6,004,000
4,221,900
-0
34,015,900
2,956,000

$86,971,900
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"III. Summary of Costs for the six-nonth period, January. l-to, June 30, 1270, at.
the annual rate of $295.00 per recipnient,

A. Estimated Additional Cost (Table indicates additional State funds

lioney-Payment and Categorically
Related (A7) '

ADC-Unemployed Parent (BEB)

Presumptive Eligibility (CC) .

Medical Assistance for the

Aged (T)
'Subethal
vfoster Care (DD)

. Total

Estimated Total Basic Cost

‘lioney~Payment and Categorically

Related (AR)

_ADC-Unemployed Parent (BB)

Presumptive Eligibility (CC)

Mecical Assistance for the
Agec (E}

Sub-Total
Foster Care (DD) - -

Total

Total

.$27,350,500

2,244,300
1,539,500

~0-

31,134,300

1,057,000

$32,201,300

Total

$34,417,500

2,615,300

2,245,500

23,243,000

..52,522,300
1,652,000

$64,174,300

Federal

- $1%,726,000

738,300

1,005,500

~2,429,500

16,041,300
835,000

$16,876,300

Federal

$17,393,000

¢,192,000

23,357,300

335,000

$25,122,300

_Yecuired in amount of $20,233,300.) and reduction in county costs. .

county

tate

$12,224,500 1,600,020

-1,599,000 =93,070

702,000 -169,900

'5,335,000—2,90¢ ,£00

19’866;50044,767,500
378,000 -14.6,020

$20,233,500 4,910,500

© - ‘State

$17,02¢,500

1,378,000

1,211,000

14,051,000
34,164,500 -

817,000

,;$34,981r500



IV. Summary of Costs for £
recipient, '

A-

Estimated Total Basic Cost

Benefits

1

iscal year 1969-70 at the annual rate of $295.00 per

Money-Payment and Categorically $73,750,000
Related (AA)

ADC-Unemployed Parent (BB) ‘5,506,000
Presumvntive Eligibility (CC) 4,809,000
lLedical Assistaﬁce for the 46,486,000
Aged (E)
Sub-Total 130,651,000
Foster Care (DD) , . 3,540,000
Total 134,191,000
Estimated Additional Gross Cost of Program

Acministration Total

$7,375,000 $81,125,000

560,300 6,166,600
430,900 5,23S,900
- 46,486,000

8,416,500 139,067,500
354,000 3,894,000

'$8,770,500  $142,961,500

Additional Gross Cost

of Program for Year

lioney-Payment and Catezorically
Related (AA)

ADC-Unemployed Parent (BB)

Presumptive Eligibility (CC)

lledical Assistance for the Aged (&}
Sub-Total

Foster Care (DD)

Total

$64,165,000

5,273,500
3,594,900
O
73,033,500
2,494,000

$75,527,500



DEPARTMENT OF INSTITUTIONS AND AGENCIES ; L ' : TEXHIBIT A
' DIVISION OF ‘PUBLIC WELFARR - < . ‘ July-22, 1963
DUREAU OF BUSINESS SERVICES - ' ’ y

MEDICAL ASSISTANCL PRCGRAM
ANALYSIS OF COSTS FOR HONEY~?AYMENT IND
“CATFGORICALLY RELATED" RECIPIENTS (:'ITHIN SCOPE
OF CD”EGOLICAL “POG“QhS _AS DEFINLD PRIOR."O 1/1/69)

(Excludlng MAA)

e —eer—e—vere-

FiScalﬂYear

1928-70
Eetimated Gross Cost of Denefits (@) . $22,500,000
Aédministrative Expense (10%) 8,250,000
Estimated Total Basic Cost ) i 0,750,000
Decuct:
Cost of Medical Cire for Fxisting Programs (OZA,DA, .' l6,960,0001w
ADC and AB only) o
Additional Cost 73,790,000

(2) For an estimated 239,000 avera e monthly money-payment re01p ients, )
250,000 recipients at an estimated cost of $330.00 per recipient.

(b) Five wmonths at $6,275,000 (cash basis),
(c) Fecderal, 55%; State, 45%.

(¢) Five months at $1,413,400 (cash basis).

————

»

. 'Six-Months of 1969-70-January 1 to June 30, 1970

7 Total i Federal i gtate c
. $34,375,000(P) $17,187,500 $17,127,500
4,125,000 (¢} fz,zée,soo ;3 1,656,200
38,500,000 15,456, 3oo 17,0A3 700
*7,067,000(d) 657,000 4,800,000 1,600,000
31,433,000 18 704,300 ' 14,223,700 1,600,000

31us 11,000 “categorlcally relatec" fbr a total of j




 EXHBIT F

DEPARTMENT OF INSTITUTIONS AND AGENCIES Ju1y>30, 1¢a8
DIVISION OF PUBLIC "'ELFARE

ALLOCATION OF MEDICAL CARZ EXPENDITURES FOR FISCAL YEARS 1969 TO 1971

FOR CAT:IGORICAL ASSISTANCE P

1968-69 (Zstimatec)*

Cld Age Assistance

Disability Assistance

Assistance for Dependent Children
Assistance for the Blind

Sub-Total v
lMedical- Assistance for the Aged
Tctals ’

PROGRAMS ONLY INCLUDING MEDICAL ASSISTANCE
FOR THE AGED

MEDICAL CARE EXPENDITURLS

Total Federal State County
$ 2,700,000 $ 1,350,000 $ 1,013,000 $ 337,000
4,700,000 == 2,937,500 1,762,500
7,200,000 -0 4,500,000 2,700,000
220,000 -0- 137,500 82,500 -

14,320,000 1,350,000 3,588,000 ...882 000
44,000,000 22,000,000 14,850,000 7,150,000

$52,820,000 $23 350,000 $23, 438,000 $12 032 000

(Non-Feéeral share computec on basis of State 75%, County 25% for perlod i/1 to

6/30/69,)

1969-70 (Estimated)*

OAA
DA
ADC
AB

Sub-Total
MAA

Totals

Period 1/1 to 6/30/70 (Estimated)*

OAA
DA
ADC
AB

Sub-Total
MAA

Totals

$ 3,200,000 $ 1,600,000 § 1,200,000 § 400,000

5,200,000 -0- 3,900,000 * 1,300,000
3,300,000 -0- 6,225,000 2,075,000
260,000 =0= 195,000 63,000

16,960,000 1,600,000 11,520,000 3,840,000
45,486,000 23,243,000 17,432,000 5,811,000

$63,446,000 $24,843,000 $23,952,000 § 9,651,000

$ 1,333,000 $ 667,000 $ 500,000 § 165,000

2,167,000 -0- 1,625,000 542,000
3,458,000 =0~ 2,594,000 854,000

109,000 =0~ 81,000 28,000
7,067,000 667,000 4,800,000 1,600,000

23,243,000 11,621,500 8,716,000 2,505,500

. $30,310,000 $12,288,500 $13,516,000 $ 4,505}506

{(OAA, DA, ADC and AB computed on a cash basis, i.e. for a five-month period.)'

1970-71 (Estimated)*

OAA

DA

ADC.

AB
Sub=Total
MAA

Totals

- § 3,700,000 $ 1,850,000 $ 1,387,500 § 462,500

5,700,000 =-0= 4,275,000 1,425,000
- 9,400,000 -0- 7,050,000 2,350,000

19,100,000 1,850,000 12,937,500 4,312,500
53,470,000 26,735,000 20,051,000 6,684,000

$72,570,000 $28,585,000 $32,988,500 $10,996,500

*These estimates presume no significant changes
scope of medical setvices flnanced through the
Arograms.

in existing
categorical

limitations on
assistance



TABLE VII

| STATE OF NEV JERSEY . L
DEPARTMENT OF INSTITUTIONS AND AGL’NCILS
DIVISION OF PUBLIC VELFARE
BURZAU OF BUSINESS SERVICEZS
ALLOCATION OF MEDICAL CARE EXPENDITURES FOR FISCAL YEARS 1967 TO 13870
FOR CATEGORICAL ASSISTANCE PROGRAMS ONLY INCLUDING MEDICAL ASSISTANCE
FOR THE AGED

- rMay:lq 1968

MEDICAL, CARE EXPENDITURES

1966-67 (Actual Expenditures)

1869-70 (Estimated)*

OBA $ 3,200,000 § 1,600,000 $ 1,200,000 $ 400,000
DA 5,200,000 -0- 2,600,000 2,600,000
ADC 7,300,000 -0- 3,650,000 3,550,000
AB 260,000 -0- 130,000 130,000
Sub-Total 15,960,000 1,600,000 7,580,000 &,780,000
MAA N 50,000,000 25,000,000 15,000,000 10,000,000

Totals $65,960,000 $25,600,000 $22,580,000 $16,780,000

Total - Federal " State County

Old Age Assistance $ 1,665,000 § 832,500 § 624,400 § 208,100
Disability Assistance 3 632, 000 ~0- 1, 841 Qo0 1,341,000
Assistance for Dependent Chlldren 4,723,000 -0- 2,361,500 2,361,500
Assistance for the Blind 140,000 -0~ 70,000 - 70,000
Sub-Total _ 10,210,000 832,500 4,896,500 4,480,600
Medical Assistance for the Aged 20,573,000 10,282,000 6,173,000 4,115,000

Totals $30,788,000 $11,121,500 $11,069,900 $ 8,596,600
1967-68 (Actual 6 months,

i Estimated 6 months) .

; T e g : L
OAR $ 2,200,000 § 1,100,000 $ 825,000 $ 275,000
;DA . 4,200,000 -0- 2,100,000 2,100,000
"ADC | 5,900,000 -0- 2,350,000 2,850,000
AB 180,000 -0~ 90,000 20,000
’Sub—Tbtal 12,486,000 1,100,000 5,965,000 5,415,000
MAA - 38,000,000 19,000,000 11,400,000 7,500,000

Totals $50,480,000 $20,100,000,%17,365,000 $13,015,000
'1968-62 (Estimated)*
OAA $ 2,700,000 ¢ 1,350,000 $ 1,013,000 $ 237,000
DA 4,700,000 -0~ 2,350,000 2,350,000
ADC 6,100,000 -0- 3,050,000 3,050,000
AB 220,000 -0- 110,000 110,000
‘Sub=Total 13,720,000 1,350,000 6,523,000 5,847,000
MAA - 44,000,000 22,000,000 13,200,000 8,800,000

Totals . $57,720,000 $23,350,000 $1%,723,000 $14,547,000

*These estimates presume no significant chaﬁées‘ihveXiéting limitatidns‘on‘scope
of medical services financed through the categorical assistance programs.



'SOCIAL AND REHABILITATION

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE :
i REGIONAL OFFICE

Region 11
26 Federal Plaza

SERVICE ‘New York, New York 10007

August 6, 1968

Mr. Lloyd W. McCor&le

Commissioner

Dept, of Institutions and Agencies
Post Office Box 1237

Trenton, New Jersey 08625

Dear Mr. McCorkle:
New Jersey Senate Bill No. 850 (1968) prOpqées to establish a State

program of medical assistance for the needy in accordance with Title
XIX of the Social Security Act, to become effective January 1, 1870,

. The pattern of administration for such program would differ from

that followed in New Jersey's categorical assistance programs, &s& it
would establish a State administered program with the role of county
welfare boards restricted solely to investigation and determination
of eligibility. Such boards would be reimbursed by the State agency
for the costs incurred in suchgoperation.

We have the following comments with respect to the bill;

(1) Fiscal Agent

In our prior letter of May 21 comnencing on State Senator Marasiti's
letter concerning proposed Title XIX legislation for the State of New
Jersey (copy of which we sent you), we noted that his description of

"the role contemplated for a fiscal agent in the program indicated a

possible misunderstanding as to the permissible scope of such an
sgent's participation. In this connection, the bill states that the
fiscal agent will "administer . . ., in full or in part, the benafiCB
provided for under this act for and in behalf of the single State
agency,”" and directs the Commissioner of the single State agengy to
negotiate a fiscal agent contract with an insurance company or with
a nonprofit hospital service or medical service corporation as may
be designated by the Governor, pursuant to which funds will be
advanced to such agency to make payments to "providers.," (Sections

3(10) and 6(i).




These provisions raise a question as to the legislative: intent re-
garding the functions of the fiscal agtnt and whether those functions
would impair the single State agency's ultimate authority for program
administration. Handbook D-2130,5, D-5520(b), and D-5820 spell out
the terms of a fiscal agent s partrcxpatlon in the program and make
clear that those functions which are integral to fulfillment of the
State agency's responsibilities for program administration may not

be delegated to any other entity,

(2) Advisory Council

A similar question under the .single State agency requirement.:is

raised by the provisions of the bill governing the functions.of the
State Medical Assistance Advisory Council in relation to the adminis-
tration of the medical assistance plan, which might be read as

vesting the Advisory Council with administrative authority inmcompatible
with the authority required to be vested in the State agency. Thus,
the opening paragraph of section 6 directsuthe-Commissionerqof the
State agency to implement policies 'approved by the State Medical
A551stance AdVLSory Council,"” and subsection (1)-thereof requires

him to exercise certain sallent program functions '"through the State

. Medical ASSLStance Advisory Council," Such. references should be
_;?,revlsed to restrlct the function of the Counc11 to; serving. in. an
. advisory capacity and to make clear that the responsibility for plan
.administration and for the development of pollc1es, procedures and
"“"gtandards is vested in the 8tate agency. w :

(3) Designated State Agency .

We note that the single State agency is not named by the proposed
legislation but that the Governor is empowered to designate the
particular State departmenc to serve.in that capacity, This means

. .. that the Department may be one- other than the. Department of
‘“;:Instltutlons and Agencies whlch is the single State agency. for
.. +~purposes. of the categorical programs.',In any: event,-the act should
~-make it .clear: that the designated single-State agency has authority
. to supervise- county welfare boards . which are: empowered to.make deter-
- minations of e11g1b111ty. - o : :

_f‘It is of 1nterest to observe an implxcatlon in the b111 to the effect
. that the State Department of Health is not intended to be named as

the State agency.“ Such mellcatlon occurs-in section 9 .describing
the compositlon of .the Advisory Council to include as ex-officio

.. members "the admlnlstratlve heads of. the SLngle State agency and the

State Department of Health or their successors in functlon.
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(4) Coverage

, As,ﬁrovided in section 3(8), covérage under the program is to be

limited to the categorically needy and related groups whose coverage
is mandated by the Federal statute, However, the bill fails to
eover individuals who would be eligible for assistance under one of
the categorical programs except for failure to meet any eligibility

_econdition of such program which is prohibited for purposes of Title

XIX eligibility, such as, citizenship, relative responsibility, con-
sent to imposition of lien etc, (See N.J.S.,A, 44:7-5(b) and 44:7-14),
Its inclusion of 'persons who are eligible for assistance , , .

except for durational residence requirements' is too limited to meet
the mandatory coverage requirement, As we advised in our sbove-cited
letter of May 21, 1968, this section must be expanded, (See Handbook
D-4030(b)). ‘

‘The State ﬁay also wish to consider expanding coverage under the

program to include any other individual who meets the standard of

need under a categorical program but who 1is not receiving such

assistance, as for example, a categorically related individual who
although needy is not willing to apply for money payments but is

seeking medical assistance. (See Handbook D-4020(2)(a))., Such

coverage, if provided, would not change the character of the program

 as one limited to the cateforically needy.

(5) Scope of Care and Services

SectionAS,fails to include under the scope of medical care and
services provision for "early and periodic screening and diagnosis
of individuals who are eligible under the plan and are under the

.age of 21," as required by section 1905(a)(4)(B), effective July 1,

1969, Also, as the bill proposes to initiate the program by providing
the five mandatory services under section 1902(a) (13), we wish to
remind you of the need to assure that the plan provides at least the
same level of medical services as was previously furnished as part

of categorical assistance, '

By reason of section 121(b) of Public Law 89-97, Federal matching
under Title I is prohibited with respect to medical vendor cases

for any period in which New Jersey will receive Federal funds under
Title XIX, This means that the vendor payments must be discontinued
as part of the State's Title I plan, which plan in effect would then

‘cover money payments only., The question we raise relates to the

effect of the termination of the vendor payment part of the Title I
program upon the State's ability to comply with section 1902(c) of
the Act which provides: '



"Notwithstandlno SUbsectlon (b), the Secretary" shall

: not approve any State plan for medical assistance’

"if he determines that the approval and operation - of

“the plan will result in'a reductlon in aid or assistance
(other than_so much of the aid or assistance as is pro-

_ "vided ‘for under ‘the plan of the State: ‘approved under

U this title) provxded for eligible individuals- ‘under - a

plan of such’ State approved under Tltle I IV X XIV
‘ ffor XVI, LA : ,

aThe import of the above quoted section’ as- reflected in"its leglsla-
tive history'is to protect the level of aid insofar:as the money
payment group is concerned, In other words, the prohibition against
a reduction in the level of assistance prov1ded eligible iandividuals
'under the categorles is subject" solely to- the exception that a State
“may Feduce the ‘lével of such aid to the extent:that medical care
"’formerly prov1ded as part of ‘categorical assistance’is now:to be

”'lprOVided as Title XIX aSSLStance._ The: protectlve purposes: of

‘section’ 1902(c) ‘apply to‘the money payment groups and-not’ :o MAA

“A*recipients “Proteéction: of the level of medical care means!that

‘there may be no LEdUCthﬂ of the, specxflc ltems of medlcal care
formerly available to money payment groups ' s
In the event that the services ﬁandétoflly’reQUired”undef;the bill
do not encompass all the medical services now being provxded to
lfcategorxca] reelplgnts thé mechanism employed to avoid a“violation
“of the 190Z(c) pron1b1t1on against reductlon of-assistance whether
in maintenance needs or-in’ the medical services could take the form
'_of expanding the items of mandatory services under Title XIX or
"increasing the money payment grant to cover special-items of medical
needs or of provxdlng SUsh ltems as’ non-matchable vendor payments

"“Weé note that New Jersey's MAA program includes home health care as
an item of medical service, whereas section 5(2)(b)- of the bill
 Includes this item as one of the permissive services. The bill
‘Jshould take cognlaanee that effective June 30, 1970 -section
.'1902(3)(13)(u) will regulre the State plan ‘to provxde home health
services to any individual ellglble for’ sk111ed nursmng home

_ Servxces. (Section 224 of Pub11c Law 90 248). h

"We also note that in llst1ng the services' whxch the State aaency

may elect to add to the ‘plan, the bill ‘does not take ‘advantage of

the full scope of setvices for which Federal: financial participation
is available, since it omits coverage of private duty ‘nursing services
and an omnibus clause of the type sent forth in section 1905(a)(15).



The bill does not refer to or evidence recognition of the limitation
on Federal matching set.forth in clauses (A) and (B) of section
1905(a) relating to inmates of public institutions other than patients
in a medical institution and individuals under 65 in an institution
for tuberculosis or mental diseases,

(6) Relative Responsibility; Recoveries, Etc,

As State law imposes a duty to support on specified relatives
(N.J.S.,A. 44:4-100, 44:4-103, 44:5-19.9 - 44:5-19)0), we recommend
inclusion in the bill of a new section reading somewhat as follows:

“Notwithstanding any other provision of law, the
financial responsibility of any individual for any
applicant or recipient of medical assistance shall
be disregarded unless such applicant is such indi-
vidual's spouse, or child who is under the age of 21
or is blind or permanently and totally disabled,'

Similar clauses should be added to conform State law to the Federal
requirements under section 1902(a)(18) re: liens and recoveries
against the property of individuals receiving assistance (N,J,.S.A.
44:5-19.1 - 44:5-19.8, 30:4-80,1 - 30:4-80,4). We would suggest
that section 6(g) of the bill which refers to recovery of incorrect
benefits be revised to read:

"To recover any and all benefits incorrectly paid to a
recipient from such recipient or from his estate except
that no lien may be imposed against property of the
recipient prior to his death except pursuant to the

- judgment of a court." :

The bill makes no reference to a prohibition against recovery or
adjustment of assistance correctly paid, Although State law
authorizing recovery under the categorical programs might be inter-
preted as having no application to medical assistance, it would be
preferable to remove any ambiguity by affirmatively providing that
such provisions would have no application herein, '

(7) Methods of Administration

 Section 6(1) of the bill which appeérs to be designed to conform
- with section 1902(a)(30) of the Act does not fully accomplish such
objective,



ftﬂc therefore suggest that clauses (1) and (2) of subdivision (1) be
gcombined to read:

"to develop such methods and procedures relatlng to the
utillzatlon of and the. payment for -medical care, and
services available under the plan as may be: necessary

to safeguard against unnecessary utillzatlon of such
care and services and to assure that payments (including
payments for any drugs provided under the plan) are not
in excess of reasonable charges COHSLStent with efficiency, -
, economy and quallty of care,'

”If the State adopts ‘this recommended reference to payment in
. ‘accordance with reasonable charges the bill should also seek to
. avoid misunderstanding as to charges for hospital services by
...-adding the requirement of section. 1902(a)(13)(D) that payment under
,'the;ﬂan for anatxent hospital services shall be made on the basis
- of reasonable cost o

(8) Sta'"te‘ F’ufn‘ds - i

\\_‘Section 8, relatxng to financing the program, obligates the State
Cto provxde necessary funds to the extent that Federal funds are not
"'vailable for the "benefits" provxded under this act. The limitation
payments for medical asalstance without including costs of adminis- .
tration is no doubt attrlbutable to over51ght Correction is indi-
ated by revising ‘line 2, page 6, to read: "to pay for the expendi-

tures incurred under this act, the State shall , ., . .’

.v”f(gfifiior”Vendor”Payments'for Medical Care

As the State intends to abolxsh its current programs of vendor pay-
ments for medical services upon establishment of the Title XIX

~ program, the bill should provide for such repeal effective as of
the,effective date of the new program, (N.J,S.A, 44:7-76.- 44:7- 84)

(10) Miscellaneous

10ther points to be taken Lnto account when the submitted bill is
redrafted intlude the follow1ng.:h S

a) Review of the State's buy-in_ agreement with the - - C .
Social Security Administration under section 1843
_of the Social Security Act; ‘ -




cc?

(b) Deletion of the term, 'benefits,'" wherever it occurs

(c)

to describe vendor payments for medical assistance

on behalf of eligible individuals;

Clarification of the definitions of applicant and
recipient to relate those terms to medical assistance;

(d) A commitment to provide high quality care under the

(e)

act;

Inclusion of additional groups of children as
categorically needy (without adding medically needy
children) who do not qualify under the State's AFDC
plan if based on reasonable classification, (Handbook
D-4040,5) '

Sincerely yours,

,“/ f//,w

2

Tames C. Callison
Regional Commissioner

Mr, Engelman







VIEWS OF THE MINORITY






DEPARTMENT OF INSTITUTIONS AND LGLEHCILS EXHIEIT b

DIVISION OF PUBLIC ":ELFARI , “July 22, 1268

BURLAU OF BUSINESS SERWVICES ~

HMEDICAL ASSISTANCE SROGRAL

-ANALYSIS OF COSTS FOR ADC~UNEIMPLOYED ARENT YROGRAM

Fiscal Year Six-Months of 1969-~70-January 1l to June 30, 1S70
: g . C %
1965-70 Total Fecderal State —ouny.
Estimated Gross Cost of Benefits(2)
Unem»loyed Father--Fed. Definition $3,135,000 $1,206,000 (b} . $653,000 $ 653,000
(2,500 persons at $330,00) : .
Other Unemployed and Underemployec 3,135,000 1,306,000 (1) -0- 1,306,000 -
‘(9,500 wersons at $330C,00) :
Total Cost of Benefits 5,270,000 . 2,612,000 653,000 1,659,000
Adninistrative Expense (10%) 627,000 ~ 314,000(c) 173,000 . 141,000
Estimated Total Basic Cost 5,397,000 2,226,000 826,000 . 2,100,000
Deduct: S _ ‘ 7 . _ » o
Cost of Medical Care for Existing Program (State 75%, 893,000 (e) » 372,000 (d) h -0~ ‘ 279,000 93,000
Counties 25%) S ' - o e
Acditional Cost. 6,004,000 - 2,554,000 . 826,000 1,821,000.93,000

(a) For an estimated 19',000 recipients at an estimcted cost oii $330.00 per recipient.

{b) Five months at 3$251,200 (cash basics).

(c) Federal 55%, State 45%.

(¢) Five months at $74,400 (cash basis),

(e) Estimated anmual cost of $47.00 for each of the 19,000 recipients.




U S0 oL .. DEARTMENT OF JINSTITUTIONS AND AGENCIES EXHIBIT C
R . : ’ DIVISION OF PUBLIC T'ELFARE ‘ : ‘ July 22, 1958
o ; ' ST IUREAU OF BUSINLSS S$IVICHES

I'EDICAL ASSISTANCE PROGRAM .
- - ANALYSIS OF CO5TS FOR ADRITIONLI, PERSONS
GRANTED ASSISTANCE UNDER ALL CATIZGORICAL PROGRANS
ON PRESUMPYIVE ELIGIBILITY EASIS.:-

Fiscal Yééfi' o Slx—Months of 1965-70- January 1 to June 36, 1970JM1&}>:
1965-70 - Total Iederal EEEEE 22223!
aggimggee Gross Cost of Bemefits(a)  $5,379,000 'liif‘  $2,200,000(0) 51,008 ,000 s1.232.000
Aaéin;§tra§iyg Expense (lé%lsk 537,500 269,ooq(c) 142,000 121;9901_‘
"Esgi*“‘“’téa*iﬁél":'Baf;i‘"f Cost 5,916,906 < 2,509}0,00; - 1,1'55,005_ 1,353,000 -
Cés£?o£4§éaiéai’é3£é'for”Exisfiﬁg‘Programs 1,6?5,000(93~ : 705;000(5) _ 28,000 509,000 - 169,000
1 n~1 Cost - . o N 4,221,SQO » l,;OS{OQO 1,128,000 844’909 .159.000

(fa) For.en estimated 16,300 -averaje monthly recipients at an estimated cost of $3‘O 00 ner recipient, Approrimately 90%
of recipients will be eligille for Federal participation,

») Five months at $242,000 (cash basis).
(C) Feceral, 55%; State, A5%.
(¢) Five months at $141,200 (cash Lasis).

e

(e) HEstimated z2nnual cost of $104.00 fox each of tne 16 “00 re01p1ents




DEPARTHENT OF INSTITUTIONS
DIVISIO OF NPUBLIC “EL
BUREAU O BUSINESS

"HEDICAL ASSILTANCE

AND AGENCIES

wA D

SKERVICES

ANALYSIS OF COSTS5 FOR FOSTER CARE PROGRAM

SH{HIEIT D

July 22,

19675

Estiﬁate& Gross Cost of Benefits(2)
Edministrative Ixpense (10%)’

Estimated*Tptal Basic Cost

Deduct:r
Cogt'qf Existipg DProgram (State 75%; Counties 25%)

. Additional Cost

(a) For an estimated 12,000 averajé monthly children_
(b) Five ﬁonths;at $330,000.(cash‘basis).
(c)'Fedérél, 55%; Staﬁe;_45%. |

{(d) Five months at $117,000 (cashrbasis).

Fiscal Year

1965-70

$3,260,000
326,000

4,355,000

1,400,000

2,256,000

Six-konths of

Total

$1,650,000 ()

155,000 (c)

1,343,000

535,000 (d)

1,263,000

1969-70-January 1 to June 39, 1570 ~ -

Federal

$825,000
109,000

934,000

~0-

934,000

at an estimated cost of $330,.00 per child..

State

$325,000
89,000

°14,000

439,000

475,000

County

146,000

=146,000




DEPARTHMENT OF INSTITUTIONS AND AGENCILES

MEDICAL ASSISTANCE PR

BUREAU OI' BUSINESS SERVICLS

DAM

ANALYSIS OF COST FACTORS RELATING TO MAA

PROGRAM -~ NOT REFLECT!

iD IN OTHER EXZHIBITS

EXHIGIT E
July 22, 1958

4

Coéts For Incividuals Now Receiving MAA

Hursing Home Cases Eligible for OAA Program
* (5,000 at 350 00 for 12 months)

'entdl and TE Casec Fll”lDle for OAA Proﬁram
77(3,050 at $3 60, pO for 12 months)

Remaining MAA Cases (Not Tligible for
OAR Projiam):

::'Nhfsing ijome Cases
(1 800 at $3212.00 for 12 months)

w liental and TD Cases
(650 at $312,00 LOf 12 monthg)

h0501tal Care Cases
(200 at $150 ,00 for 12 months)

Home health Care Cases. .
.(300 at $50.00 for.12. months)

Gross Cost of Benefits
Decuct: Cost of Existinj HAA Program

Additional Cost

Fiscal Yearx

1968-70

$21,000,000

15,763,000

360,000

180,000

46,486,000 ..

46,486,000

-0-

Siv-Months of 1969-~70-Jznuary 1 to June 3G, 1970

Total

$10,500,000

7,854,000

5,372,000

1,217,000

130,000

0,000

23,243,000 -

23,243,000

Estimate of cases which will he eligibhle for the Old Age A551gtance PYOY ran. ;

5,000 (74%) of the 6,800 Mursing Home Cases,

** 3,650 (85%) of the 4,300 cases in Public HMental and TB Hospitalc,

f’f [

Federal
$ 5,250,000

3,942,000

€,192,000

11,621,500

-2,42%,500

State County

$ 5,250,000

/542,000

3,372,000
1,217,046
180,000

90,000

14,0?] 000

8,716,000 2 905 500

3,535,000-2,905,500




 DEVPARTEENT CF INSTITUTIONS IMND AGENCIDS EZAHIBIT AN
DIVISION OF DUBLIC UVELFARE . July 22, 1263
LUREAU OF BUSINESS SERVICES

HTDICAL, ASSISTANCE PROGRAM
- ARALYSIS OF COSTS FOR IIONEY - PAYMENT
AND FCATEGORICALTY PELATEDY RECIPIENTS
] (E’Ei’ﬂiIN. 5COPE OF CATEGORICAIL: PROGRAMS AS DEFINED PRIOR TO 1/1/59)
' (Exccludin: 11AA)

' Fiscal Year " six-Months of 196S-70-Januaiy 1 to June 30, 1970
1569~70 Total Feceral State. . County
Estimated Gross Cost of Benefits(a) $73,750,000 $30,730,000 (b) $15,355,000 $15,365,000
Administrative tpense (10%) o 7,375,000 3,687,500(c) - 2,023,000 1,659,500
‘Estimated Total Basic Cost 51,125,000 34,417,500 17,393,000 17,024,500
Deducts ETE
Cost of Neolcal Care for nystln Programs {(OBAA, DA, 10,,60 000 7,067,000(6) ' 667,000’ 4,800,060 1,609,000
LDC and -AB only) : '
Ada;ﬁ;qq&leggF L 64,165,000 27,350,500 16,7265000 12,224, soo‘i 609,00¢

(a):For an estimated 239;000*aVeragermonthly money-payment recipients, plus 11,000 "categorically related® for a total of
250,000 recipients at an estimated cost of $295.00 per recipient, : : :

(b) Flve months at $6 146,000 (cash baSlS).
(c) Federal, 55%; State, 45%.

(d) Five months at $1,413,400 (cash basis).




DEPARTHENT OF INSTITUTIONS NV AGENCIES IZIEIEIT BB
DIVISION CI* PUBLIC . 'ELYIRIE g July 22, 1S63°
BUREAU OF BUSINESS SERVICES

P MEDICAL ASSISTANCE PROGRAILL
ANALYSIS OF COSTS FOR ADC~UNENPLOYED PARENT PROGRAM

Fiscal Yeaxr
1969-70

|
l

‘Estimated Gross Costs of Bnnefits(a)-
Unemployed Father--Fed., Definition $2,303,000
- (3,500 persons at §295.00)

‘Other Unemployed and Underemployed " 2,503,000
(2,500 persons at $295,00)
‘Total Cost of Benefits o 5,606,000
5ﬁdﬁinistrative Expense (10%) 560,600
Estimated Total Basic Cost | . 6,166,500
Deduct: ‘ C
' Cost of Melical Care for Existing Program (State 75%, “'395}600(6)

. Counties 25%).

Additional Cost 5,272,500

—— — e ————
Sizx=-Months «f 1969=70~January 1 to June 30, 1970

Total : Federal State m
$1,168,000(b) $5684,000 $ 584,000
1,168,000(b) -0~ 1,163,000
2,336,000 584,000 1,752,000

220,300(¢) 154,300 126,000
2,616,300 733,300 1,378,000

372,000 (<) SRR 279,000 95,000

2,244,200 . 738,300 1,559,000-93,000

(a) For an estimated 19,000 recipients at an estimated cost of $225.00 per recipient. =

(b) Five months at $223,600 (cash basis)... .

{c) FederalASS%, State 45%.

{(¢) Five months at 374,400 (cash basis).

(e) Estimated annual cost of $47.00 for each ci. the 19,000 recipients, -




DEPARTHENT OF INSTITUTIONS AMD AGENCIES
DIVISION OF PUBLIC UELIFARE
BUREAU OF BUSINESS SERVICLES

MI'DICAL ASSISTANCE PROGRAM
ANALYSIS OF COSTS FOR ADDITIONAL PERSONS
GRANTED ASSISTANCE UNDER ALL CATEGORICAL PROGRAMS
ON PRESUMPTIVE ELIGIBILITY BASIS

EZHIBIT CC
July 22, 195

Fiscal Year Six~Months of

1962~70~Janvary 1 to June 30, 1270

1969-~70 Total
Estimated Gross Cost of Benefits(2) $4,809,000 $2,005,000(b)
‘Administrative Expense (10%) ' ‘ 430,900 240,560(0)
Estimated Total Basic»Cost 5,285,200 2,245,500
Deduct’: ‘ »
'éSé%'éf Medical Care for I:isting Programs 1,695,000{6) - 706,000(d)
|  §ﬂ§iFiQQél'C0st _ ’ 3,594,900 1,539,500

(a) For an gstimated 16,300 average monthly recipients at a stipulated cost»estimate of
(b)jFiQé ﬁ;ﬁths:at $201,000 (cash basis). |
4(&) Federal; 55%;‘Staté,'45%; |

() Five months at $l4i,200 (cash basis).

(e) Estimated annual cost of $104,00 for each of the 16,300 recipients,

Federal State ongt:

$ ©02,00C $1,103,000

| 132,500 108,000

1,034,500 1,211,000
28,000 502,000 169,000

1,00€,500 - 702,000 -169,000

$295,00 .pex recipient. 72 




DEPADRMIEITS O INSTITUPIONS AMD AGELCIES ' LIHIDIY DR
RIVISION OF RPULLIC ""BLIV: July 22, 1997
LUEAU OF BUSIIIESS SERVICLS

: FLDICAL ASSISTANCE PROGRAI
ANALYSIS OF COSTS FOR FOSTER CARE PROGRAN

P R SRR £ e T T LR Fiscal Year Siv-ponths oi 196S-70-January 1 to June 30, 1S70

) 1962-70 Total ‘Fecdeial State
T B UL B TR S ; ' .E".m
Estimated Gross Cost of Benefits(2) 33,540,000 $1,475,000 () $737,500 5737,500

Administrative Expense (10%) o 354,000 177,000(¢)  --.97,500 . .- .. 759,500
Estimated Total Basic Cost 3,894,000 1,652,000 - 835,000 817,000 -

Dédﬁcﬁf

Cost of Existing Progran (State 75%, Counties 25%) i,400,000 585,000 (<) -0-- 439,000 146,000
Adcitional Cost .. ¢ - . 2,494,000 1,667,000 835,000 378 ,'0‘69*-’145-000

(a) ‘For ‘an estimated 12,000 average wmonthly children at a‘sﬁiﬁhiateﬁ cost estimate of $295.00 per éﬁiiﬁ;

(b) Five months at $295,000 (cash:-basis). |

(c) Federal, 55%; State, 45%.

(¢) Five-months at . $117,000 (cash basis).




Mk VI A8 AMENDED g-10-58
Btafe of New Jeraey

. DEPARTMENT OF INSTITUTIONS AND AGENCIES
DIVISION OF PUBLIC WELFARE
DIVISIONAL OFFICKS - ADDRESS REPLY TO:
128 EAST HANOVER STREXT
TRENTON, NEW JERSTY = DIV.l:l‘:: 2: :::Ll.‘cml:::'kkl
P. 0. BOX 1827

TELEPHONK TRENTON, NEW JKRSEY 08628

AREA CoDk €09

July 30, 1968

Assemblyman Richard J. Vander ?laat, Chairman
Comiittee on Institutions ané Telfare

State House :

Trenton, New Jersey

Dear Sir:

This transmittal supplenents information cdated July 22, 1968 which was furnishec
to your Committee at the meeting of July 24, 1968 with Mr, Vechsler, Mr, retite,
et al.

The attached exhibits, A through E, represent estimates of costs for fiscal year
1970-71 for a Medical Assistance Program which includes the indigent oersons
listed below and all persons presently eligible for the Medical Assistance for

_ the Aged program. The estimates exclude any concept of "medically indigent
only", .

The listing also shows a comparison of person estimates prepared by the Depart-
ment of Institutions and Agencies and by Blue Cross for fiscal year 1963-70C.

1269-70 : 1270-71

Blue Cross Department Department

0l¢ Age Assistance 15,000 15,000 15,000
Disability Assistance 11,000 11,000 11,500
Assistance for Dependent Children 200,000 212,000 242,000
Assistance for the Blind 1,000 1,000 1,000
Categorically Related 5,000 11,000 12,000
Sub=-Total ‘ 232,000 250,000 221,500
ADC~Unemployed Parent 19,000 23,000
Presumptive Eliyibility 16,300 . 13,000
Mecical Assistance for the Ajed 11,600 12,200
Sub-Total 296,900 334,700
Fosteix Care 12,000 ' 13,000
Total 308,200 347,700

Exhibits A through E are based on 347,700 recipients per year at an estimated
annual cost (as per your recuest) of $295,00 per recipient instead of the

$330,00 figure used in certain cther est:imates., The difference of $35, per person is
based on the assumotion that payments to physicians will be made on a "fee
schedule" basis rather than the “prevailing fee" basis.



Assem:lyman Richarc¢ J, VanderfPléét, Chairman

July 30, 1248
raje 2

Cormittee on Institutions and Wel fare

I. Summary of costs for fiscal year 1970-71 at the annual rate of $295.00 per’ '’

recipient.

' a, Estlmatec Additional Cost to receraT‘ano State Governments

county costs

licney-Payment and Categorically
Related (&)

ADC-Unemployed Parent (g)
Presunmptive Eligibility (C)

Medical Assistance for the
Aged (E)

Sub-Total
Foster Care (D)

A¢citional Cost

. TOL&1
$72 247,200

6,267,500
3,861,000
Q-

82,375,300

2,618,500
84,994,300

Feceral

§44,233,300

2,062,500
2,503,000
-5,665,000

53'242,396

2,126,500

45,370,800

B. Istimated Fedéral and State share of Total Basic Cost (Cost

~decuction:of the cost of the existing prograwps

g 4

Money-Payment anc Catejorically

. Related. (A).
. “'ADC5Unémpléyed Parent (B)
' Presumptive Eligibility (C)
‘Medical Assistance for the
Azjed (E)
‘i Sub-Total
Foster Care ()’

. Total

C.. hnalysis of Estimated Basic Cost by Benefits a
.to ceduction. of the cost ¢f the existing

mOney-Payment and Categorically
" Related (Rp) B o

ADC—Unennloyed Paren; (B) n
“Presunotlve ullglblllty (C)

fhedlcal As51stance fer the
Aged (E)

Sub-Total =
Foster Care (D)

"~ - Total

; jbtal

$91,347,300

T, 4625007
15,841,000

53,470,000

158,121,800

4,213,500

162,340,300

25,056¢
Y ’8

Federal
$45,080,u00

C

e

O .

<y ’
7
’

K\)'
o

(A

71,906,300
2,123,800

74,034,800

.00
" 00"
21,066,000

and reduction in

State  Loupty
$32,321,000 -4,3172,500 ,

4,457,000  =299,000
1,723,000  -475,000 °

12,353,000 -6,684,000

© 50,504,000 -11,770,50C

1'390;000a -400,00C
1,794,000 12,170 ,50¢

»rior to

' ‘state’
345,253,500

";’“A/OOO?
] 159 1000
32, 04,000;

- 88,215,5C0¢
2,000,000
33,305,500

! Administration (Cost pricr
) . N N . " . 3

PECTEDNS
Total’ Benefits: * Administraticn
$91,347,300  $63,043,000 52,304,300

7,463,500

5,841,000

53,470,000

158,121,300
4,215,500

162,340,300

6,735,000

310,000
53,470,000

148,608,000

3,835,000

152,443,000 °-

673,500

"1 531,000
o
¢,513,800
283,500
¢,897,300



Assemblyman Richard J. Vander Plaat, Chairman © July 30, 1268
Cormittee on Institutions and "elfare . Page 3

II.

Mecical Care Expencitures for Euisting Programs

Exhibit F reflects the allocation of estimated medical care expenditures
for fiscal years 1969-1971 for the existing categorical assistance programs
including Medical A551stance for the Aged. In other words, this reflects
the medical care costs, and the distribution thereof, that must be
anticinated without rejard to a Title XIX program,

Followiny is a listing of the estimated reductions in county costs for
the periods indicated that would result from the State's absorption of
the county share, ‘

1558-69 fiscal year - _ $12:Q32c000 Does not
- . : -z include
1¢5%~70 fiscal year ‘ $ 9065;f000 4 pC -U,
1/1 to 5/30/70 (% months : ‘4,505,500 pres,
6/30/70 ( hs) F 4e505 eligibility,
1¢70-71 fiscal year $10,996,500 foster care

The reductions indicated 6o not mean that the counties will be able to
recduce their current appropriations by the amounts indicated. Since the
nrojected estimates for the periods indicated incorncrate 1ncreases*in
costs of medical care that are estimated to occur in any event, the figures
simply indicate the amount by which the funds to be contributed by the
counties for the OeLlOOS indicated would be less than would otherw1se “have
been recuired,

. "'e ‘are developing new estimates of the costs that are likely to be incurred
by a Medical Assistance Progrxam in MNew Jersey for fiscal year 1975-76 and
will make such estimates available to your Committee as soon as they are
available,

Sincerely

. . ")' ’) }

'\"“'"" B "//: \ v// [¢ / ‘L
Irving J. Engelman, DxrectoL
Division of Public Welfare

IJE:PPp



DEPARTHMENT OF INSTITUTIONS AND AGENCIES ™ . EXHIBIT A
DIVISION OF PUBLIC“WELFARE L CoEe July 30, 1968

MEDICAL ASSISTANCE PROGRAh'” ] o : s .
ANALYSIS OF COSTS FOR MONEY-PAYMENT ‘ FISCAL YEAR 1970-71
AND "CATEGORICALLY . RELAT“D' RECIPIENTS S :
(”ITHIN SCOPE OF CATEGORICAL PROGRAMS AS DEFINED PRIOR TO 1/1/69)
(Excludlng MAA) '

e . = ‘ s :

EEEEl;.E j_ | Tf ‘federal . f, i;§EgEg‘ Egﬁlﬁl.
ostimated Gross Cost of Benefits(a) . . $83,043,000 l?i . $41,521,500 ;;fﬁ $41;521}500
Administrative Sxnense (10%) o - s,3o4,3oo(b)(':f 4,567,300 L i‘3,737,boov

Estinated Total Basic Cost 5?""' | 91,347,300 ;T~ 46,083,300 45,255,500
Decduct:
Cost of lMedical Care for Existing Prow”ams (OAA, DA, ' g _19,100100§‘ ‘j_‘[ 1,850,000 S 12;337,500 f4,3;2;500

ADC and 2% only)
hdditional Cost . 72,247,300 44,238,300 . 32,321,000 -4,312,500
(2) Fcr an estimated 269,500 average monthly money- payment rec1J;ents, Plus 12 000 “categorlcally related" for a total of
281,500 recipients at an estimated cost of $225.00 »er 1ec1p1ent S :

(L) Lecderal, 55%; State, 45%.




DEPARTIHENT .OF INSTITUTIONS AND AGENCIES EXHIBIT B
DIVISION OF PUBLIC VELFARE July 30, 1968

MEDICAL ASSISTANCE PROGRAM : FISCAL YEAR 1970-71
ANALYSIS OF COSTS FOR ADC-UNEMPLOYED PARENT PROGRAM

Total : Federal State County
Estimated Gross Costs of Benefits(a)
Unemployed Father--Fed. Definition $3,392,500 $1,696,250 $1,696,250
(11,500 persons at $295.00)
Other Unemployed and Underemployed 3,392,500 =0~ 3,392,500
(11,500 persons at $225,00)
Total Cost of Benefits 6,785,000 1,696,250 5,088,750
Administrative Expense (10%) 678,500 (1) 373,250 305,250
Estimated Total Basic Cost 7,453,500 2,055,500 5,394,000
Deduct:
Cost of Medical Care for Existiny Program (State 75%, ' 1,196,000(c) : ~o- 897,000 290,000
Counties 25%) . - .
additional Cost . : . 6,267,500 2,069,500 4,497,000 -299,0(0

(a) For an estimated 23,000 recipients at an estimatec cost of $2‘35.QO per recipient,
(b) Federal 55%, State 45%,

(c) Estimated annual cost of $52.00 for each of the 23,000 recipients.




DEPARTMENT OF INSTITUTIONS AND

AGENMCIES EXHIBIT C

DIVISION CF PUBLIC "“:BLFARE July 20, 173

HEDICAL ASSISTANCE PROGRAM FISCAL YEAR 1970-71
ANALYSIS OF COSTS FOR ADDITIONAL PERSONG

GRANTED ASSISTANCE UNDER ALL CATEGORICAL ROGLRAMS

"ON PRESUMTTIVE ELIGIBILITY BASIS

(c) 1

" 'For an estimated 138,000 aveérage monthly recipients at a stipulated

Federal, 55%; State, 45%.

Egtlhated annuul cost of $llO OO for each of “he lo,OOO Lec1p1enns

Total Federal State  County
;"'.é's'ti';ﬂatéé"' Gross Cost of Bemegits(a)™ ~ T T $5,310,000 $2,390,000 $2,520,000° -
A_,.mlr;"straulve mpense (10 ) 531,000 () 2%2,000 232,000
N ]stlmatec'”‘otal Daolc C;)S,C,< 5’,'341':00“0' zwz ooo‘" 3 1-,,000'
Deduct:
CAsE of ‘jiedical cai ‘e forf‘Ele_stlnj Programs 1.,930,000(c) 7¢,000 1,426,000 475,00¢C
fagitional cost” 3,861,000 2,603,000 1,733,000 47,000

cost estimate of $275,00 mer recipient,



;DEPAPTMENT OF INSTITUTIONS AND. AG“NCIEQ

DIVISION OF PUBLIC WELFLIU

MEDICAL ASSISTANCE PROGRAM
ANALYSIS OF COSTS FOR FOSTLR CARDE PROFQAM

EXHIBIT D

FISCAL YEAR 1970-

Eéﬁéi o Eedexai;

Estinatéd ‘Gross Costof ‘Benefits(a) $3,835,000 $1,917,500
ldmln;stratlve Expense (10“)1' “3§3,§opﬂb) ‘ 211,000
Estlmatethgtal Basic Cost 4,218,500 2,128,500
Cos; ofvﬁmistlaguﬁraéraa E.cate 75%, éoantles 25%) 1,600,000 ~0-
Addltlonal Cost - 9 o '2}618,306' 2;léé;§66'

(a) For an estlmatec 1 000 average monthlv chlldlen at a stlpulated cost estimate of $295,00

(b) Federal 55 State, 45%,

Sfate
$1,917,500

172,500

2,090,000,

. 1,200,000 400,000

890,000 -400,000

ner child,

County

71 ~:



k]

DEPARTMENT OF INSTITUTIONS AND AGENCIES
DIVISION OF PUBLIC ELFARE

MIDICAL ASSISTANCE PROGRAM
ANALYSTIS OF COST FACTORS RELATING TO MAA
PROGRAM ~ NOT REFLECTED IN OTHER EXHIBITS

EXHIBIT E
July 30, 1568

FISCAL YEAR 1970-71

f : s ATV Total
Cos ts For Ind1v1duals Now Rece1v1ng MAA o . L
Nuxs1ng Home Cases" Lllglble for ‘OBA Proaram o $24,804,000
* (5,300 at $320,00 for 12 months)
Hental and TB.Cases Eligiblé for OAR Program 17;328;b00
%% (3,300 at $380.00 for 12 months) :
’Remaiﬁiﬂg MAA Cases {Not Eligible for
v OfK- Program)
Mursing Home Cases 8,026,000
(l 900 at $352 00 for 12 months) : '
Mental and TB Cases 2,772,000_
+ {700 at $330.00 for 12 months) o
“’Hosnltal Care Cases : - - 360,000
(200" at $150 00° for 12 months)
Home Health Care Cases 180,000
(300 at $50.00 for 12 months) » C e
Grcss Cost of Beneflto 53,470,000
Deduct: Cost of Existing MAA Program ST TR ol *531470b000“,A“
Additional Cost : S Lpa

Estimate of cases which will be. elljlblc for the 01d Age ASSLStance orogran,;

5,300 (74%) of the 7,200 Nursing Home Cases,

% 2%

3,800 (35%) of the 4,500 cases in Public Mental and TB Hospitals.

Federal

$12,402,000

‘3,664,000

0=

21,056,000

26,735,000

-5,6%59,000

State County

$12,402,000

8,564,000

8,026,000

2,772,000

260,000

180,000

32,404,000

720,051,000 ¢,684,0a
12,352,0006,684,00



MINORITY REPORT ON MEDICAID

While recognizing that the report of the Assembly
Committee to the Legislature recommending thé
+implementation of Medicaid in New Jersey is basically
factually accurate, the undersigned membersbof the Joint
Committee cannot agree with the conclusion reached by the
majority. In order for.thevpeople of the Staté of New
- Jersey and our fellow legislators to decide intelligehtly
whether Medicaid should be adopted, we are submittiné
herewith our report recommending that Medicaid‘not be

adopted in New Jersey.

‘At the outset we wish to establish clearly our
conviction that there exists a great néed for improvement
ih tﬁe medical services available to our citizens. No‘one
can argue that many persons are not receiving the care and
sefvices available to the more affluent members of our
soéietyo. But weldd not believe that Medicaid is. the
véhicle which should be used by New Jersey to provide these

services to the néedy°



citizéhsﬁ‘(Statémént of Dr. Louis K. Collins, President of

using,thgmstaqqgrds_now applicable in determining eligibility

- are not only adequate, but also "equal‘po“ thbsg which the-

.“The'PhilOSoggicaiiPrdbiem”5*ﬁl“ e

Before discussing the practical problems associated

‘with Medicaid we feel that the dnderlyinglphildsdphical ‘ .

proposition should be considered. The avowed purpose of
Medicéid is to pro§ide hea1£h ¢are‘for the needy which will

not merely be necessary and adequate but which will be "high

qualiﬁy'héél£h'céfe':;Q on an eéual basis with all other 3

the Médiéai Society of New Jersey, at public hearing before
Joint Committees on April 19, 1968, at page 3.)." This will

require, in 1975, the provision of services to'approximately

20% of our citizens (Majority report page 28, high cohort),

for general welfare assistance. These standards, as a
. practical matter, cannot be lowered without doing a great

disservice: to our people, and therefore must be used.

Consequently, we must ;herefore-ggkuourselvesﬁthe following:

Are eighty per cent of our citizens willing to provide

.me@igal~servi¢esfto‘the_qther-twentylper?cgnt, which services -

‘majority of the other eightyper cent can provide for

themselves? By way of simple illustration, should the

‘state establish a program pérmitting a recipient to have

his way paid to a doctor of his own choice and pay that



doctor a reasonable fee for his services, or should a
recipient have his way paid to a clinic or other state
provided facility, and there be given adequate medical

treatment, although not by a person of his own choosing?

If we accept Medicaid we should do so cognizant of
the philosophy we are embracing., We question whether New Jersey
can and should undertake a commitment to a‘proposition with

such far reaching consequences. For what comes after health

e,

care services? Do we then guarantee equal quality recreation

and cultural services? Is every boy, in order to be well
rounded and well adjusted, entitled to admission ﬁo a big
leégué baseball game each year so that he can feel he is

part of "the great American pastime", and a participant in it?
Do we then move on to providing everyone with new clothes
from the best of stores rather than utilizing perfectiy good
second hand clothes and discount store clothes, because it
will make the recipient feel he is a "second class" citizen?
Other examples could be given, but suffice it to say, that

in adopting Medicaid, we are adopting a far reaching

philosophical proposition never yet accepted.



The Effect of Medicaid - -

What Medicaid Does Not'bo

Despite the many claims of its proponents about

making services available, Medicaid does not really meet

the needs of bur pedplé.

buy services, but for the services themselvegf Medicaid

will not produce more doctors, or have them establish a

pracﬁiée ih_thé ghéﬁtos or withvthe furélbpoor. No new
'héépiﬁai 5eds wiil be pfoVided, nor Wiilvéddiiidnéi‘nurséé'
be graduaﬁed ﬁé staff them.A:th é siﬁéle oné df the
sérvicesvtobbe avéiiable under the‘Mediéaid pfogram Willbbe
madevmofé availéble by.an increaSé in thé nﬁﬁbéf of'péfédﬁs

and facilities in New Jersey. The need is to have a doctor

or hospital or nurse physically ready and aVailable, not

to pay the existing doctors and hospitals and nurses for

the services which they already render.

What Medicaid Does

Very simply put, Medicaid redistributes the cost
of providing medical services to the néedyn Today, doctors,

as part of their professional standards, treat many needy



vmllllon dollars by fund dr1Ves,

“in full for their services.

patlents at greatly reduced rates, or W1thout any charge at

all. Drugglsts,vdentlsts, phys1cal theraplsts, optometrlsts

and others do the same° Now they Wlll all be pald.-«

HOSpltalS, whlch in New Jersey today underwrlte the cost of

) 5

1nd1gent care in an annual amount of approx1mately 51xteen

tlght flscal p011c1es,;aw

higher rates to §rivaté“pa€1‘ g’y and”other%dev1cesignow,will

be paid in full. The countles contrlbute approx1mately ‘ten

mllllon dollars a year to the hospltals- now they w1ll

contrlbute nothlngO' An undetermlnable amount of the general

welfare monies spent by the mun1c1pallt1es for medlcal

serv1ces w1ll now*be prov1ded by Medicald\ We can only

conclude, after a close study of Medlcal that 1ts prlnclpal

1mpact W1ll be flnanc1al° Medrcald SerV1cesvheretQﬁ9§ei”,

provided and underwritten fromymany sources+Will be paid for

from one source - the state - andVVendors'willvall;beqpaid

i

» This conclusion is buttréessed ﬁyﬁthe?teétimdny~*‘

-presented. at sthe. three -days' ‘of hearlngs held by the J01nt
'Comm;tteeg; :Everyone who testlfled supported Medlcald. -And
hearly everyone.who: testified had a- d‘»i:-rect , vestea «"ec"onom'i}-‘:

‘beneiitwto¢be\ga;ned,sior»they;asgvendors*w0uld»réceive state



guaranteed payments in full for thelr servlces. »Not a

| 81ngle representatlve of the group ostenslbly to he

beneflted by Medlcald was heard from.z No ghetto dweller,
no needy person rbr any one of the many persons worklng
w1th them sald- "Adopt Medlcald, 80 I can go to my own doctor

and have a seml-prlvate hospltal bed, llke everyone else .'

dditionalelm‘licationsvof Medicaid

If we adopt Medlcald, we ad0pt a program over o

'whlch we. have no control. Control is vested 1n Congress, i

t

~and we must comply w1th the requlrements of the enabllng )

federal leglslatlon,'as it ex;sts, and as it may be changed

in the future° Thls means, for example, that ellglblllty

’w1ll be federally determlned except to the extent whlch we

)

can contol it by deflnlng the "medlcally 1ndlgent“ Our one
year resldence requlrement is ellmlnatai(Majorlty Report, pg°
23), and ‘we can no lOnger require adult chlldren to be
respgns;blelforathevmed;calgservmces:prov1ded their aged
Iparents,tno'matter.how,Wealthy¢theYtare (Majority Report}‘pgo
23), We no longer_willnbe-molders oftourown destiny, best
able_to;perceive and meet the needs of our people.  This'

will be done for us by the federal government,‘establishiﬁg



single standards applicable to the entire country without

regard to the varying needs of the different states.

Fﬁrthermore, we are embarking on a program which
assumes‘rdughly equal partidipation by the federal govérnment
with the State of New Jersey, But what guarantee is there
that the day will not come when the federal funds will be
reduced, or eliminated altogether, leaving us with a program
designed and controlled by others, but paid for by ourselves?
Experience shows that thié is not a remote possibility but a
very real one., New York embarked on an overly ambitious Medicaid
program, so much so that not only did it have to cut back on its

own eligibility standards, but the federal government reduced

"~ its share in the first year, thereby imposing a still greater

burdén on the State of New YOrk.' Meanwhile, in Washington,

emergency appropriations have been required this year to finance

the Medicaid program, as costs have greatlyvexceeded budget

estimates and the program is only beginning. As pressures
build up to cut the federal budget, one of the first areas to
feel the éffect will be Medicaid, for here is found an on-going
prééram whose financing can easily be passed on to the states,
The possibility of the existing federal commitment being only
"seedrmoney" islvery real, and cannot be disregarded.

Already this year we have appropriated 3 million dollars to



underwrite the school lunch program so that it could continue
when federal funds were withdrawh;"The history‘bf'federai’
matching funds inithe‘areas of road construction, clean air
\and water projects, transportation and other areaslis‘é ciear
warning Fo us that the day»may»come, and very‘soon, when

most if not all of the cost of the Medicaid program will

be born by the State of New Jersey.
The Cost

 Before scrutinizing the cost of Medicaid, the
entire program must be placed in the proper fiscal f;amework.
For New Jersey, Médicaid cost will be divided,approxi@ateiy
equélly.between,State‘and ﬁederal funds. But, if‘New_Jergey
doeé not adopt Medicaid, existipgyfederal funds for‘several
of our programs wiil be discontinued, resulting in a loss in
Fiscal Year 1969-1970‘of approximately 13.3 million dollars
in federal aid. We point this Qut clearly ;t the outset
.so that the federal blackmail will be readily_apparent,
»Eithér New Jersey goes along, or Washington will ;ake away

its subsidies. We believe New Jersey would be better off

lbwithout the federal funds than with Medicaidoﬁ

Inidiscussing cost, great'care‘must'be taken,

for several approaches present themselves:



1. What will be the total cost in the first full

" fiscal year of ‘thé program, i.é., Fiscal 1970-19712

2. What will be the total cost in the First fiscal
year of the program i.e., fiscal 1969-70?

3, How much state money must be appropriated in |

addition to that which wiil"bé Speht on médiéal care in any

‘event, both in fiscal 1970-71 and fiscal 1969-70?

4, What will be the cost of the prdgfamfin>1975;“

“its first year of full operation?

Prior to answering these questions two things must

B be_pqinted Qut, _Eirst,\ngwqpe has_da;ed to predict with any
_cogfidenpevwhat Medigaide;;l_cqstﬂb‘Th}siisyeasy_to under-
stand inasmuch‘asnphe cost,of:almostvevery other Medicaid
pfogram adopted‘thrpughqu;zthe count;y_hashbeen,un@ergstimated.

Our committee found that the principal. sources for estimates

used by the cqmmittee, the Department of Inst%tutions and
Agencies,_B;uevCross-B;ug Sh;e;d, and‘Prgdential, varied as
@uch‘asi43 per gent invtheir est;mateanySecgndly,‘qare
sould be taken,;n as§e§s;pg”costs‘to allgw;fqr.a_time—lag in

implementing the program. For example, the 1969-70 fiscal

~ year gost,wi;l oglyvpeifqr fogr,tqbf;ve mon;hs_inasmgchmas,h
- thirty to sixtymdays,wil;,be required for the provision of

the services, billing and paying. . |
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Summarily stated, the best estimates provided lead
us to conclude that the cost of Medicaid, at an estimated
per unit cost of $295.00, will be no less that the
following:

1. For the first full fiscal year of 1970-71,

162,340,300 million dollars, of which New Jersey must provide

~ $88,305,500.,

2. In fiscal 1969—70, or for approximately four to

flve months of actual operation, a total of 64,174,300

‘ million dollars of which New Jersey must prov1de $34,981,500.

3. It is ‘estimated that of the 34 98L500 mllllon

'which will be required from New Jersey in fiscal 1969-70,

$l4,743,000 would have been required anyway;.resulting in

-$20,238;500 in new money to be appropriated.'

4, For the first twelve months of full operation,

.$51 794 000 in new state money will be required.

5. Only Prudentlal whoserestlmates for the cost
of an 1n1t1e1 program were con51derably lower than the Department's,
has dared progect the 1975 estlmates- this was$500 million.
As of thlS wrltlng the Departmeht has not prOV1ded thls
committee with.its estimates for the lé?d'coet ofdthe program.
despite requests° We feei; based onvour‘analYSis and comparison

of the other estimates provided, that $700 hillion is a more
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realistic figure £for 1975, inasmuch as the number of persons

covered by Medicaid will be increased from 308,900 to

approximately 20 per cent of the population or 1.6 million

persons assuming a population of g million,

Our consideration of cost thﬁs fesolves iﬁself into
one crucial question: Will Medicéidbe worth 350Amillion
dollars of the State money to the people of New Jersey in
1975, or can the money be better épent in other wayé té

provide medical services for the poor?

The Alternatives

Obviously we do not believe that the expenditure
of 350 million dollars on Medicaid will be money well spent,
but at this Jjuncture, we can do no more than point the way

we should go. It has not been possible for us to develop in

. the few months we have had to consider this problem a concrete

proposal; that must come later. We can with confidence,

nonetheless, suggest the following avenues of approach.,

The existing programs shouwld be continued, but
administration of them vested in one fiscal intermediary
operating with and through a new Division of Medical Services

in the Department of Institutions and Agencies, assisted
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by a State Medical-Advisory:Council. :With our medical services
administrétion'thus constituted,‘programs,designed to directly
meet the needs of the medically indigent -can be formulated.
These might include the crucial area of pre-natal and infant
care; greater emphasis on preventive medicine, especially for
children: félocétiognofdclinics and ﬁéaicél“care facilities

in citfta£eas; aﬁd'therﬁringiﬁg of the ﬁediééi éeréiées éo the
rﬁrai pdof;‘grea£ef)em§haéis_on broﬁidiﬁgﬁmedicatioh;‘dfugs
andwéhéfééyléﬁﬁside of‘ﬁéséitéis;hproviéioa of biréh céht£ol
information and devicés;'aﬁd similar Wais; }Thé émpﬂééisméf
such programs must be to bring the provider and. recipient.

physically together in a practical way if the needs of the

poor are td be met.

‘By. comparison with the well outlined and documented

..Medicaid Program which has been proposed in the Assembly Bill,

~these alternatives may'appear inadequate, but we believe that

they .can be developed into a more meadingful'service-for:the

people of New Jersey.

Conclusion

It follows from our analysis of Medicaid as little

more than a redistribution of the cost of existing services,
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combined with a built in commitment to expansion over which
we have no control, that we recommend that Medicaid not be
adopﬁed° If this is done, New Jersey will then be free

to develop a program designed to meet the needs of its
qitizens in an imaginative, realistic, and more economiéal

manner.,
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