
PUBLIC HEARING 

before 

ASSEMBLY .RE.VDl.JE, FINANCE AND APPWPRIATICH> <DtMITI'EE 

on 

Assent>ly Bill 608 

(Allows "Medically Needy" Persons to Qualify for Medicaid) 

Held: 
July 12, 1984 
Roan 114 
State House Annex 
Trenton, New Jersey 

Assemblyman John s. Watson (Chairman) 
Assemblyman ROdney P. Frelinghuysen 
Assemblyman Walter J. Kavanaugh 
Assemblyman Karl Weide! 

Airo PRF.SENI': 

Assemblyman Thanas J. Deverin 
Sponsor of Assembly Bill 608 

Jay Hershberg, Analyst 
Division of Budget and Program Review 
Off ice of Legislative Services 

PROPERTY OF 
NEW JERSEY STATE LIBRARY 

~ 

DEC 2020 

I 185 W. ST/\lE ST. PO BOX 520 
Ti ii'~""!'('\'. NJ 03625-0520 

L--- --- - . ·-·==-=~--' 

Acting Aide, Assembly Revenue, Finance and Appropriatons Corrmittee 

* * * * * * 
ATTOR' GErJ 

OCT l 





'Ihanas J. Deverin 
New Jersey State Assent>lyrnan, District 20 
Sponsor of A-608 

George J. Albanese 
Comnissioner 
New Jersey Department of Human services 

Ann Kohler 
Divisiat of Medical Assistance 
New Jersey Department of Human services 

Alan G. Wheeler 
Deputy Director, Divisioo of Medical Assistance 
and Health Services 
New Jersey Department of Human services 

Ciro Scalera 
Association for Children of New Jersey 

Edith Edelson 
New Jersey Federatioo of senior Citizens .. -· ., 

Sal Malanga 
Ment>er of Executive Board 
New Jerey FederatiCX'l for Senior Citizens 

JoseJ;i'l Morris 
Representing New Jersey State Department of Health 

Graig A. Becker 
New Jersey Hospital Associatiai 

James Pike 
University of Medicine and Dentistry 

carol Kientz 
Christ Hospital Hane Health 

3 

8 

18 

21 

24 

30 

36 

36 

48 

49 

50 

55 

58 



Elizabeth Holland 
.Papresenting the New Jersey catholic Conference 

Adam Kaufman 
New Jersey Dental Associatioo 

Dr. Jack Roemer 
New Jersey Dental Association 

David Gardner 
Atlantic City casino Associatioo 

Donald carolan 
Union County Division at Aging 

Victor Volpe 
Representing the Gray Panthers of SOUth Jersey 

APPDl>IX: 

Letter to Cammissioner George Albanese 
N.J. Department of Human services 
Fran: Assemblyman Jain s. Watson 
Vice Chairman, Assembly Revenue, Finance, and 
Appropriations camli.ttee 

Letter to Assemblyman Jciln s. Watson 
Fran Carmissioner George Albanese 

Letter to Jay R. Goldstein, M.D. 
Coamissioner, N.J. Department of Health 
Fran Assemblyman Jciln s. watson 

Testinaly and Policy Analysis Subni.tted by: 
Ciro A. Scalera, Executive Director 
Association for Children of New Jersey 

Testinaly Sul:Jnitted by Edith Edelsal 
New Jersey Federatioo of Senior Citizens 

TestinK:>ny Sutlni.tted by Craig A. Becker 
Assistance Vice President and Director of 
Government Relations, N.J. Hospital Associatioo 

64 

65 

65 

70 

71 

72 

1x 

4x 

20x 

21x 

41x 

46x 



APPBl>IX: (Ccntinal) 

Statement Subnitted by Carol J. Kientz, R.N., M.S. 
Assistant Director 
Christ Hospital Hane Health services 

Testim:>ny Subnitted by Jam P. Tergis 
Legislative Chairman 
N.J. Council of Senior Citizens 

Testim:>ny ~uanitted by Joseph H. Rodriguez 
Public Advocate 
New Jersey Department of the Public Advocate 

Testim:>ny Subnitted by Isabel WOlock, Ph.D 
Associate Director 
Research Center, School ot social work 
Rutgers University 

Letter to Assemblyman Johns. Watson 
Fran Lucas Kran, Chainnan · 
Jackson Township Senior Citizen Advisory Comnission 

Statement Subnitted by Victor Volpe 
Legislative Representative- .. -
Gray Panthers of South Jersey 

p. 1 - 23:'1Dl 
p.24 - 28:MY 
p.29 - 74:'1Ut 

* * * * * * 

49x 

53x 

60x 

65x 

70x 

71x 





ASSEMBLY, No. 608 

STATE OF NEW JERSEY 

PRE-FILED FOB INTKODUCTION IN THE 198' SESSION 

By A1umblyman DEVEBIY 

A:6 AJ:T to amend the "New Jersey Medical Auiltance and Health 

Senica Act," approved January 15, 1969 (P. L.1968, c. 413). 

1 B• rr arACnD bf tu Sffltd• au Gn•ral """""blf of eu Stal• 

3 of N1t11 Jera.,: 

1 1. Section 3 of P. L. 1968, c. 413 (C. 30:4.D-3) is amaded to 

2 read u follcnn: 

3 3. De6Ditiou. Al used in this act, and UDleu the contm other-

4 wiu require•: 
5 a. "Applicant" mau any person who hu made application for 

6 purposea of becoming a "qualided applicant." 

1 b. "Commiuioner'' meana the Commi.ui.oner of the Department 

8 of Haman Semcea.. 

9 c. "Department" mau the Department of Haman Services, 

10 which ia herein designated u the single State agency to adminilter 

11 the proviliou of this act. 
13 d. "Director" mau the Director of the Division of Medical 

13 Asaistance and Health SemceL 

14 e. "Division" meana the Division of lledical ..\.ssi1tance and 

15 Health Servic:ttL 

16 f. "lledicnid" meam the New Jersey Medical .l.ssistance and 

17 Health Serricu Program. 

18 g. ":Medical auistance" means payments on behalf of recipients 

19 to providen for imdical can and serricu authorized under this 

20 act. 
21 h. "Pnmder" mau any person, publio or private institution, 

22 agency or buiD811 concern approved by the division lawtully pro-
~ ...... la......, ............. [1n.J I• Ille ...... bill 

18 - ....- .... 18 1111....,. le be-•-' in Ille law. 
-~lait.a.tlrule--
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23 riding medical care, services, goods aud supplies authori?.ed under 

24 this act, holding, where applicable, a current \·alid license to pro­

~ ride such services or to dispense such goods or supplieL 

26 i. "Qualliled applimnt" meana a penon who is a resident of 

'ZT this State and is determined to need medical care and services aa 

29 pro't'idm tmdH this act, and who: 

29 (1) Ia a recipialli of aid to families with dependent children; 

29.a. [or] 

30 (2) Ia a reeipient of supplemental nemity income for the aged, 

:n blind and cliaabled UJlder Title XVI of the Soci:.11 Security .!.ct; [or] 

32 (3) Ia an "ineligible spoUH" of & recipient of supplemental 

33 security income for the aged, blind and disabled under Title XVI of 

3-lt the Social Security Act, u defined by the federal Social Security 

35 .Administration; [or] 

36 (4) Would be eligible to receive publie auistana. uder & c:ate-

37 prical umtance program except for failure to meet aa eligibility 

38 condition or requirement imposed llllder such State program which 
39 ia prohibited under Title XIX of the federal Social Security A.ct 

40 such u a durational residence requirement, relative re1polllibility, 

U CODHJlt. to imposition of a lieJl; [or] 

42 (5) Ia a child betweel1 18 and 21 years of age who would be 

43 eligible for aid ta families with dependent children living in the 

44 family group except for lack of school attendance or p111'111it of 

46 formalised voc:aQoual or tecbDical; train.inf; (or] 

46 (6) Ia an indi~dual under 21 years of age who. qualifie• for 

41 categorical uaiatuee 011 tbe baaia of financial eligibility~ but does 

48 not qualify u a dependent child under the State'• program of aid 

49· to familiea with depelldam children (AFDC), or ~P• of such. 
5() imli.'lidD&ll, im:ludillg but not limited t~ children in foster plaee­

:51 ment llllder 1uperviaion of the Division of Youth and Family 

52 8enice9 whole maintenance ia being paid in whole 01: in part. from 

53 public funds, children placed in a foater home or institution by a 

54 privat.adoptioa apacy in New Jersey or children in intermediate 

55 care facilitiu, including institutiollS for the meDt&ilJ retardad. or 

56 in p11abiamc boepitals; Eoi:J 
57 (7) Yeeta the standard of need applieable to his cireumatance& 

58 lUlder a categorical a.aaistanee program or tapplement.al seeurity 

59 me.. program, bni is not recei.ving s111Ch usiat&Dee and. applies 

60 for medical umtance ouly. 

61 A penoa abaU not be eouidend a qualiAed applicut if, with.i.11 

62 l year of b->miag or waking applicaiioa to become a qualified 

63 appli&laat, he baa made a Yolantary a11ignment or transit1P rJt reai 

M or personal property, or nny interest or mate in property, for less 
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65 than adeqUAte consideration. Such 1·0Iwit:iry assii;nment or tro.na-

66 fer of property sha.ll he deen1ed to h:in Leen made for the purpose 

67 of becoming ll qualified applicant in the abHnce of evidence to 

68 the contmry supplied by the applicant. Thi.I requirement shall not 

69 be applicable to Supplemental Secarit:v Ineome applieants or aged, 

iO blind or diabled 11pplicantl for liadieai.d only unle111 authorized 

il by federal law, or 

72 (8) Jleela the standard of 11111tJ applicable to hi.t circvm1tane11 

i3 uflder a medically 11tl!dy catt.11ory sd forth in sub1ectio11 b. of 

74 secliott 1 of P. L. 1.!Jl8, c. ~U (C. J0:4D-7 ). 

75 j. "Recipient" means 11ny (1ualliied 11pplicant 1·eeeil'i.ug bene1its 

76 undw thUi act. 

77 k. "Resident" meana a pel'IOn who is living in Ui. State 

78 voluntarily with the intention of making hit home there and not 

79 for a temporary purpoae. Temporary al>Mne11 from the State, 

80 with subsequent return& to the State or inteut to retum when the 

81 purpo181 of the abaence1 J14ve heen aecomplilhed, do not interrupt 

82 continuity of residence. 

83 I. "State :Medicaid Commisaion" me&n1 the Goveruor, the Com-

84 miaaioner of Human Semees, the Preaident of the Sell&ta and tile 

85 Speaker of the General ·~aembly, hereby constituted a commiuion 

86 to approve and direct the meana aud method for tat payment of 

87 claiml pllmlUt to tJUI sat. 
88 m. "Third party" mee:na llts1' penon, institatioa., corporation, 
89 insurance eompany, publie, private or governmental entity who 

90 is or may be liable in contract, tort, or othenri.11 by law or eq'aity 

91 to pay all or part of the medical coat of injury, disease or di1ability 

92 of an applicant fo.r or recipient of medical auistance payable under 

93 this act. 
l 2. Section 1 of P. L. 1968, c • .U3 ( C. :m :4D-7) ia amended to 

2 read aa followa: 

3 7. Dutiea of conuniaaioner. The conunisaioner is authorized and 

4 empowered to isaue, or to cause to be issued through the Dh·ision 

5 oi lledicai ~iatance and Health Serviees all necessary rules and 

6 regulation• aud 11dmini1trath·1 orders, and to do or c11uae to be 

7 done all other aeta ud things necessary to secure ior the State oi 
3 ~ew Jersey the lll&Ximum. (eder11l participation that ia av11ilable 

9 with reapact to a program of medical assistance, consistent with 

10 fiaca1 responsibility and withi.u the limits of funds av:lilable for 

11 any fiaca1 yaar, and to the extent authorized by the medical :issiat-

12 ance program plan; to adopt fee IChedulea witli. regard to medical 

13 auiatance benefit& and otherwise to :iccompliah the purpo1H oi this 

1-' llCt, iDCladiq 1peciiically the iollowuur: 
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13 a. Subject to the limits imposed hy this act, to submit a plau for 

16 medical llSlistance, u required hy Title ~U of the Federal Social 

17 Security .\.ct, to the federal Departn1ent of Heultht Edacation] 

18 and [Welfare] Huma• S1rvit:ea for approval par~uant to the pro-
1!> nsiona of such lawa; to act for the State in mukin; negotiationa 

20 relative to the submiuion and approval or ~urh plan, to make such 

21 arrangements, not inco111i1tent with the law, :11 may be required by 
22 or pursuant to federal law to obtain and retain such approval and 
23 to secure for the State the benedts of the provisions of such law; 
24 b. Subject to the limits imposed by th.is act, to determine the 
25 amount and scope of sen'ices to be covered, that the amounts to be 

26 paid are reuonable, and the duration of medical auiatance to be 

27 flU'D.iahed; provided, howe\"er, th&t the department shall pro,"ide 

28 medical aasiatance on behalf of all recipienta of categorical asaiat. 

29 ance and such other related groupa aa are mandatory under federal 

30 lawa and rulu and regulationa, aa they now are or aa they may 

31 be hereafter amended, in order to obtain federal matching funds 

32 for such purposes and, in addition. provide medical aasiatance for 

33 the foster children specided in section 3. i. ( 7) of this act. The 

34 medical asaiatance provided for these groupa shall not be leu in 

35 scope, duration, or am0unt than ia currently furnished such groupa, 

36 and in addition, shall include at leaat the minimum services re· 

37 quired under federal lawa and rulea and regulation.a to obtain 

38 federal matching funds for such purpoaeL 

39 The commisaioner ia av.thorized and empowered, at such times 

40 aa he may determine feaaible, within the limits of appropriated 

41 funds for any fiscal year, to extend the scope, duration, and amount 

42 of medical a11ia~ce on behalf of these groupa of categorical 

43 assistance recipients, related groups as are mandatory, and foster 

44 children authorized punuant to section 3. i. (7) of this act, so 

45 111 to include, in whole or in part, the optional medical services 

-16 authorized under federal lawa and rules and regulations. and the 

47 commissioner shall ha\·e the authority to establish and maintain the 

48 priorities given such optional medical services; provided, howe\·er, 

49 that medical asaistance shall be pro\•ided to nt least such groups 

50 and in such scope. durntiou. and amow1t aa are required to obtain 

51 federal matchin; funds; 

52 The commissioner is further authorized and empowered. at such 

53 timea u ha may determine feuible, \vithin th• limita of appropri-

54 ated funds for any ftsc:al rear, to issue, or came to be issued throuq-h 

55 the Division of liedical .Assistance and Health Services all '!'leces-

56 sarr rule1, regulations and :idministrnti\·e orrlers. :ind to ·lo · 01r 

57 cause to be done all other acts and thinl?I necessaf"' •o i.mpiemenc 
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58 ad adminiater demon1tration project• p1D'111&Dt to Title XI, Sec-

59 tio11. 1115 of the federal Social Senrity Act. Uacludillr, bat DOt 
60 limited to waiving compliuce with lpeoiio prm.ioaa of thia act. 
61 to the atelli ad for the puiocl of time the eommiuioner cleema 

62 ~. u well u eontnomr witla an7 ltpl entity, ine111ding 

63 bat not limited to eorpora&ioaa orpniud panaat to Title HA, 

6' New Jene7 Staaate9 (!I'. J. S. lU.:1-1 et 11eq.) [uui], Title 15, BI­
SS 'riled Stamte9 (B. S. U:l-1 et 1eq.) tlfltl Tille u~, N .. Jer1eJ 

68 S""""• (N. J. 8. ~:1.-1. d 199.) u nil u boudl, po1q11, 

6& apncie1, penou ad other pUlio or print• entitiel[.]; 

61 n. eo.Milliotler ii fvrllter tndAorVH - ntpowered, d ncl 
68 litul"' u ..., c1e1.....-. ftlalibJ., WMtl lu ,_,, of .,,...,,;. 
69 GI*' ,-. for _, ~ year, lo ~ lu ..-- GlliriollCe 
iO progra• lo iwolw ...oit:ally ••tly gr°",- wl&a1• U.00.. ,,.,. 
n rnnn:u .,....i or a:c:eeG lu lev.Z. of ••itllw ,_,. lu ,,,_ 
72 hi .,.. i ... lftMrd lo ,,..., IUir lllHictll cOlll ,,.,. wio, m:epl for 

73 IAeifo Jf...:W ~ • ..eel aU of tu cOllClinou of eUgilrililJ 
14 ..,,.,. OU of lu cafegoricoj GllillMc• or..,,,......,. HCWU1J 

75 iwcOtM ret:ipietll -,rograru. T1e ruclit:al GIN'- pr,WW for 
76 ti&••• ,,..die.Uy ••tly ,..,,.,. 1W illClutle al lead tu lllilli•ai• 
TT 1enice1 reqtliretl -.r federal low, ndu or regtllclioM lo obloila 
78 , ....... 91Cdcl&ittg , .... for , •• fl'WPOllll, au ,,.., .. .,......,, 
79 lo provitN _._ GllilloRc:e 1mlicu curntllly .,_.,W olMr 
80 ,.,_,.. 

81 a. To ~ the proviaiona of thia aat; 
82 d. To man nporta to the federal Department: of Healtbt Edu-

83 cation] and. [Welfare] B..._ Sentiffl u f~m time to time mq 

8' be reqllind by nab federal deparime11.t ad to the New Jene7 

85 Legialatme u hereinafter pro-rided; 

88 

WT 
88 
89 
90 

e. To aaan tlW ua7 appliaDt:, qaaliW applicant or neipien.t: 
lball be dorUd the opportluaity for & hearing lhould. hia claim for 

Dlldial uliltaoe be deDild, reduoed, termiuted or not acted upon 

91 u admbaiatrative h-.ring within a reuonable time on any valid 

92 complaiat ariaing out of the claima pa,mant procea; 
93 I• To pro'riM ufegaarda to l'fftrict the uu or diaclonn of 
9' information c:ouemiDg applicutl ad naipientl to parpoaa 

95 clinatl7 comaected with adminiatration of thia act; 

96 h. To tab all DIOMl''7 action to recover an7 and all paymeuta 

W iDoornetl7 mad9 to or illepll7 noeincl by a provider from neh 
98 plOTidar or hia ettate or from any other person, 8rm. corporation, 

99 putnenbip or entity respomible for or reeeiYing the bene4t or ' 
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100 po1M11icna of the incorrect or illegal paymentl or their estate., 
101 111CCe110ra or uaipa, and to ...... and colleot such penalti81 u 

102 an p!OTided for henba; 
103 i. To taD all n-..rr Mtion to reeoYer the coat of beadta 
106 baoomietl7 pzmdecl to or iJieplly obtained by a neipimt, inchld­
lOI ms thole -- after a volantarr divutitan of real or penoaal 
108 pnputJ orgy int.nit or lltata in property for leu dau adequate 

1or comiduatioa Jlllde for the parpoee of qualifying for &llliatazlOll 
1<8 from nela reeipient, Jegall:r ?Upomible relative, repreeetative 

109 payee, or ay other party or parti11 whoa action or inution 

110 renlted in the in.cornet or illegal paymentl, or from their re1pe9-

lll ti.ve estata, u the cue mar be and to U1111 and colleet a1lleh 
112 peultiu u an provided for herein, ucept that no lieJl may be 

ll3 impoad again.It property of the recipient prior to hia death ezcept 

114. in ueordanee with aeetion 17 of P. L 1968, c. 413 (C. 30:40-17); 

115 proTided, however, that no recovery action ahall be initiated 5 

116 yon after ID in.cornet payment hu been Jlllde to & reeipient 

117 whc ncb baoorreet payment wu d1le solely to ID error on the 

ll8 part of the State or an:r agency, apnt or nbdiviaioll thereof; 

119 j. 'ro taD all neeuH.ry action to reeover the coR of ben8ita 

1.20 eornetly plOYidld to & recipient from the eatate of said reeipient 

121 in._._ witll 18Ctiou 6 tbroagh 12 of Wa amen.datory and 

122~•; 

123 Ir. 'ro tab all ~ meumea to ucertaiB the legal er 

12' equitable liabillt:r of · thiid parti.u to pay for eu. and ..me. 
125 (available UDder the plan) ariaiDg oat of injury, diaeue, or dia-
128 abilit)'; where it ia Imcnna that a third partr hu a liability, to treat 

. · 121 auch liability U a HIOlll'alt Of the iJldividaal OD whOM behalf the 

128 care and aerriC88 ·an Jlllde available for p1U'pOl8I of determining 

129 eligibility; ancl iD u.:r - when auch a liability ia foancl to mat 
130 after mediaal ..mtanee bu bee made available on belWf of the 

131 iildividul, to seek reimbunemellt for auch auiataaee to the ext.eat 

132 of auch liability; 

133 L To compnmile, waive or settle and u:eeuta a re1UM of aay 

13' claim ariaUlr under Wa act including interut or other penaltiu, 

135 or dMigpeta another to compromiae, waive or settle aad eseame 

136 a nlUM of IDJ' claim. arising under this act. The commillioner or 

131 hia demipee wboee ti.tie lha1l be speei4ed by npd&tioa may com-
138 promiae, settle or waive any nab el&i.m. in whole or in put, either 

139 in the iDtenl* of the medicaid program or for ay other reaioa · · 

140 whiah the CO'D!l!iuicmer by regulation aha1l establiall; 
1'1 m. To pay or credit to a provider any net amount found by 

· 1'2 ftul audit u dehed by regulation to be owing to the provider. 
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143 Saeh paJDIBt. if it ia not made trithiA 4:5 da11 of the ftnal audit, 
14' aball iml1lde intend Oil the &lll01mt dm u the maimma legal rate 
HI ia dMt Oil the date the p&Jlllft& ..._ dae, aaept that neh 
HI batenR lllal1 aot be peid oa _, oWlpttoa for tbe peftod pnerdillg 

1'1 ....... 15, 19'11. Tlia ......... lllal1 .. •llPIJ' 111ltil ftdual 
HI fhtNMjal putlelpatioa ia availabll for ... m-.. paJIMDb; 

141 a. To --. or Mpaa wtlier to --. ..,_.. to compel 
. UO ti. ett.denee of wit:ww .- tbe prodmtln of beob, reaorU, 
U1 .... ., papen ad doeamtmta of _,put')', whetbar or not thet 

m parer ia. prcmdu. wbiell dinetl1' 01' iDdiftltl7 nJate to podl or -

153 ....-. pnYMW.11Jlde1' tbia Mt, fol' the parpoee of Uliating in 
15' utt UmM:ipilcm, eyemjne.+.ioll, or iupletion, OP in &DJ' IUpelllion. 

~ cWiumet, d1lqaa1ile&tioD reernvr, or other proeeedinr arilillr 
J.M mut.rtbiaus; 
101 o. To IOliait, neeift and NTin' bida panaut to the p!VTiaiou 

~ of P. L. ~ o. 48 (C. 52:3M et aq.) and all unandmenta and 

151 npplemuta tllento, by authorilld iDl1lnlltle oompan;. and non. 

160 protl hoapital ..me. corporationa or medial aeniee corpora-

181 tiou, iDcorporated. in New Jener, and autborilld to do b1lliDlu. 
181 panaut te> P. L.1938, c. 388 (C. 1?:48-1 et 11q.) or P. L. UHO, 

163 c. T6- (C lT:tir-1 eheq.); aml to mab ftlOllllUDdatiou in con-
16' Deet:loa tbenwith to the Stat. Kedinid Coanniaioa; 

181 p.. To colltrUt, or otberwiM pro.US. u ba thia Mt pl01'idld, for 

188 the pa.,...U of cJaUu in the llWlllU' appioved bf the Stat. Kedi-

161 caid comm•uini 
168 q. When Me111U'7', to~ fanda to the anderwriteP or ftaeal 

169 apnt to enable nail undmniter or 8-1 apnt, in aecordance with . · 

170 tmlll of ita eoatnet, to mab paJlllellta to providen; 
in r. To am into eontraeta with federal, State, or loeal gonm-
112 mental ......., OP other appropriata part£-. when neeeuarr to 

173 ~ oat the proviaiona of Wa Mt; 

176 L To uan that the namn and qaality of the medical auiatance 

17S provided for undar this ut aball be 11Diform and eqaitable to all 

111 ftlipiata. 
1 3. Thia us lha1l tab etfect 1iz moatha tollowi.Dg enutmeat, bat 

2 all ammpmata a....,,. or appropriat. to enable this ut: to 

3 become tally etfectin oa this date •ball be made u promptly u 

' pallibl• u thoqla tbia .......... i......Uately. 



STA.TEllENT 
Thia bill woald ezpand the medicaid program to certain "medi· 

cally needy" groupa who L are ineligible for medicaid becaue their 

iDcom11 are too high, but 2. ca demomtrate that their incom11 are 

imufllciem to meet IUdiaU oaeta, ud 3. eseept for fiDaDcial aircum­

stancH, mHt all of the ccnulitiom of eligibility under one of the 
categorical uai.etaaoe or 1upp1emental security income programe. 



ASSEMBLDIMI Jall s. Nt4'9lf (Cliaiaaan): G<Xld m:>ming. It is 

nice to see so many people here this rroming. we would like to begin 

our hearif¥3 on A-60ij, sponsored by AsSeni:>lyman Deverin. Bill A-608 

would extend New Jersey's Medicaid program to persons and households 

that are medically needy, such as people in households who are not 

entitled to either AFDC or SSI, but who would be eligible for 

assistance if their medical expenses were excluded when determining 

eligibility. 

New Jersey is one of 18 states which does not have a 

medically-needy program. A medically-needy program IIUst cover pregnant 

vonen during the course of their pregnancy, arxl all other individuals 

under age 21, or, at State cption, under age 20, 19, or 18. 

In addition, a medically-needy program may include the 

following group: individuals under age 21; caretaker relatives; aged; 

blind; and disabled. A medically-needy program woula not provide 

Medicaid coverage to all persons. In particular, single persons and 

childless couples would not be eligible for this program. 

A-608 is perhaps the rrost important piece of social and 

health legislation pending before the Legislature. Since October of 

1981, when the Federal effort to reduce Federal expenditures began in 

earnest, elderly and disabled Medicare recipients have been subjected 

to significant increases in both deductibles and copayments, and over 
-

70 thousand persons, terminated fran public assistance, have lost their 

Medicaid benefits. A medically-needy program would assist elderly and 

disabled Medicare recipients to meet their medical neeas in tne face of 

higher Medicare deductibles and copayment requirements. It would also 

fill sane of the medical gaps which exist in the Medicare Program in 

such areas as dental care. 

Persons who lose their public assistance would no longer be 

faced with the loss of their Medicaid benefits, and they would not nave 

to forego necessary medical care. 

The purpose of this public nearing is to obtain data as to 

which groups are to be covered by a medically-needy program; the number 

of persons within each group who may qualify; the type of services to 

be offered; their estimated cost; and how best· to administer the 

program. we wish to know in advance the cost associated wi tn this 



program in order to avoid the problems that surrounded the 

pharmaceutical progran in 1978. 

The experiences of other states with medically-needy programs 

provide sane infonnation on medically-needy programs. States with 

medically-needy programs show that 14 percent of their caseload is made 

up of medically-needy persons. 'lhe medically-neeay population tenas to 

be older than the regular Medicaid population: 30.1 years for the 

medically-needy population versus 19 .3 years for tne Medicaid 

population. 

Average IOOllthly cost for a medically-needy person is 2.3 

times higher than for a categorically-needy person. Medically-needy 

expenditures range fran ~ 107 per IOOllth for those between age u to age 

20 years, carpared with $784 for those over 80 years. A greater 

percentage of medically-needy individuals tend to have medical 

insurance coverage; whereas, their categorically-needy counterparts do 

not. 

A medically-needy program takes on added inp:>rtance when 

viewed in 1 ight of recent indications that the Federal Heal th Care 

Financing Administration may not renew New Jersey's Hospital 

Rate-setting Program, which provides over ~200 million in rei.mbUrsement 

for indigent care and bad debts, through the rates paid by Medicare and 

Medicaid. 

The Department-of Health has indicated that as many as twenty 

to twenty-five inner city hospitals tace serious financial 

difficulties, and even bankrUptcy if New Jersey's Rate-setting Program 

is terminated. A medically-needy program would pick up sane portion of 

this $200 million in indigent care and bad debt cost, and tne Coomittee 

would be interested in knowing the impact a meoically-neecay program 

would have on indigent care and bad debts. 

First, I would like to thank yoo again for oeiRj here today 

regarding this inportant bill that is facing the Legislature. I would 

like to introduce to yoo sane of the members of my Ccmnittee. To my 

far right, is Assemblyman Rodney Frelinghuysen. we also have with us 

Assent>lyman Karl weidel. And, of course, we have my staff. en my 

right is Mr. Jay Hershberg, and on my left is staff member, Mr. Fred 

Butler. 
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The first person to testify tcx:lay is the sponsor of tne bill, 

Assemblyman Tnanas ueverin. 

ASSBMBL1llNI "ffl)W; llWBRIH: Thank you very nuch, Mr. <llairman. 

Thank you very mch for having us here. You know, the time has cane in 

New Jersey for this type of bill. There are 38 or 3!:1 states that have 

this legislation now, successfully. 

New Jersey has a very brave reputation throughout this nation 

for being a State that really cares about its citizens. You know our 

PAA Program was the first in the nation, and it is well run. we run 

our welfare program with CC11Passion. We have great control over our 

nursing hanes. Our institutions are probably the best institutions in 

America. so, we always look after the health care needs ot the pecple 

of New Jersey. 

The problem at this time in New Jersey is a very serious 

problem. If one is eligible for welfare or Medicaid, one is pretty 

TNell taken care of when his or her health needs cane up. Their 

children can have their teeth fixed. They can have their eyes fixed. 

They can be taken care of. 

If one is eligible for PAA, one can get his or her 

prescriptions at ~2.00 each. If one is eligible for SSI, one falls 

autanatically into Medicaid and one's health care needs are taken care 

of. 

Now, oo the other hand, if one is wealthy enough, or if one 

is retired fran a oaipany that has medical programs that the enployee 

can pick up upcn retirement, one has no problem. one can buy his or 

her health care and pay for his or her health problems. 

But, there is a group of peq>le in New Jersey who fall into a 

special category. Tney are actually in limbo. They fall into a crack 

between beiBJ poor enough to be eligible for the entitlements am not 

being TNealthy enough to take care of themselves. They are the people 

this bill addresses, and there are many of them. In New Jersey, I 

estimate there are between 200 and 300 thousand people who fall into 

this category. 

I am sure you, Mr. Chairman, and the rest of the Ccmnittee, 

have all heard the same stories in your otfices and oo your telephones 

as I have heard. I know of a case in Elizabeth, NeW Jersey, of a man 
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who is 73 years old, catpletely paralyzed, and in a wheelchair. His 

wife is 76 years old. 'I.bey are very lonely people, and I talk to them 

on the phone maybe once a IllXlth, hoping that sanething can be done. 

But, they are above incane 'at sane 40-sane dollars for SSI 

and help with Medicaid. 'I.bey are above the incane for PAA. 'Ihe 

prescriptions for that man alone are over ~200 a llKll'lth, an::t his wife's 

are $100-sane dollars a IllXlth. so, that couple faces a choice of 

buying food or buying medicine. 'lbese are the kinds of people we are 

talking about in this bill. 

I am sure you have also heard of the other ena of tnis 

category~ for instance, a young wanan whose husbam is disaoled and who 

has not worked in the work force long enough to be eligible for sane ot 

the programs. I can tell you of a case in Roselle, New Jersey, of a 

wanan with four children, the olaest is 12 am the youngest is 3, who 

has a husband that was crippled in an accident. 'lbere was no 

insurance. He finally got disability. For about three and one-half 

years she was eligible for welfare, and she got welfare. Her aiildren 

were taken care of. NQI one of the children has a very bad disease of 

the jaw, but when ner husband got his disability pension it put them 

~102 over the limit. No WCff can they PCff for food, put the kids 

through school, put shoes on their feet, and take care of their 

illnesses. No way can _they do that, unless they starve. They are not 

eligible. 'I.bis is another type of person who can fit into this 

program. 

The time has really cane for us to do sanething with this. I 

am not going to try and estimate the cost. I am not going to try to 

tell you exactly who fits into the category and who aoesn't fit into 

tne category. I have no concem about hQI we set up tne program, 

percentagewise. I think we probably ought to start out witn a 100 

percent of need criteria, and mayce after one or two years' experience 

we ex>uld tey to go to 133 percent. 

I think the Cannissioner - and I am not trying to patronize 

that Department - of Human services in New Jersey is one of the 

smartest and brightest people we have, and between him and this 

Conmittee in the Legislature, we can set up a program in New Jersey 

that will work. 
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om is 

mayor, 

tubes. 

I heard you mentioo the om. I know, and you know, that the 

in trouble. As a former county Freeholaer and a tormer local 

I understand what will happen if that program goes down the 

~ times, the COWlty had to cane up with iooney to keep the 

hospitals going, especially the inner city hospitals. Ana, regardless 

of what the Federal government does with indigent care for hospitals, 

this bill will be of help. 

so, Mr. Chairman, all I an really asking the Carmittee to do 

is to give serious consideratioo to this bill. 'lhirty-eight millioo 

dollars seems like an awful lot of iooney, but we will get back $38 

million in matching funds fran the Federal government. 'lhe program is 

really and truly needed, and we are no longer a poor State. we are a 

State that has cane a long way in the last ten years. We are a State 

to whcm the natioo now looks, one that it no longer finds anything 

funny about. 

We have done sane great things in New Jersey. This is ooe 

ioore step on the social ladder to help people who fall into that 

special category, into that crack, the ones who are in limbo ana who 

can't get help fran anybody else except the government. '!here is no 

help fran the Feaeral government. That help is beiB;J cut bade aay 

after day. 

oill will 

citizens. 

'!here is no help fran the state government for them. This 

do just that, Mr. Chairman. It will help the senior 

It will certainly help the poor young people who are 

struggling to take care of their children and themselves. It is 

sanething we need, Mr. Chairman, and I trust this camdttee will give 

it serious consideratiai am allow us to fund it properly in order to 

get it started. We can, through the efforts of the Carmissioner, this 

Comnittee, and the Legislature, cane up with a good program. I thank 

you for allowing me to cane here this ioorning, Mr. Chairman. 

ASSEMBLYMAN ~= '!hank you, Assemblyman Deverin. 

Assemblyman Deverin, your bill, A-608, is a very generalized and broad 

one. Shaula the bill oe tightened with respect to the incane level to 

be used? 

ASSEMBL~ DEVERIN: Yes. You know, the bill itself covers 

a broad category. '!here is no question about that, Just as with any 

piece of legislatiai that has this kim of ramification, it has to be 

5 



mcx:iified and tightened up. Besides the level of percentages that would 

be involved, there ought to be sane sort of means test ar¥l there ought 

to be an asset test, etc. 'lbere ought to be the same broad 

generalizaticn that covers all tne programs. That, Mr. Chairman, has 

to be done, and it should be done. I would appreciate it - in fact, I 

look forward to this cannittee maki"l suggestions and artt kirxi of 

amendment they thinlc will make this a better bill for all of us. 

ASSF.MBLYMAN ~= Asseni:>lyman, would you have artt Jdrx:l of 

recarmendation, insofar as the asset level that should be estaDlished? 

ASSEMBLYMAN DEVERIN: I an always amazed at the asset level 

that is established now. It is $1,000 for those oo welfare and $1500 

for those on SSI. If you don't mind me oei"l personal now, I made a 
trip to the SSI office in New Brunswick with a wanan who had $2700 in 

the bank. That ~2700 came about as result of a ~500 policy fran her 

husband who died in 1958 or 1959. It grew through interest. And, when 

she found out that she was not eligible, Mr. cnairman, because of that 

lousy lii2700 and.ch~e - I think it was $20 - all she kept repeati"l 

to the lady was: "That is ~ burial fund. That is what they are goi"l 

to buty me with." The lady just said: "I am sorcy1 you are only 

allowed to have $1500 in assets." 

I think there has to be this kinc:i of thing, out I don't 

think, Mr. Chairman, that .. the asset or the means test ought to be as 

bad as it is for SSI or welfare. 

ASSEMBLYMAN WATSOO: I would like to ask tne Conmittee 

members if they have arr:/ questions of Assemblyman Deverin. . Assemblyman 

Frelinghuysen? 

ASSEMBLYMAN FRELIKBJYSEN: Sane time in the future. 

ASSEMBLYMAN WA'l'SC6: Okay. Assemblyman weidel? 

ASSEMBLYMAN WEIDEL: I would just like to get this into 

focus. When we put the PAA ProgrClll in, it was goi"l to cost about $7 

or $8 millicn, and it now costs $tiij million. Mr. Deverin, you are 

suggesti"l a program, out ycu are not suggesti"l tne incane level. You 

are not suggesting the eligibility level. You are not suggesting how 

much we should set it at. 

ASSF.MBLYMAN DEVERIN: ai, I am. I said the entitlements 

ought to be 100 percent of the program now. For instance, if it is 
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$385 - if a family is eligible for Medicaid at $385, or for SSI, 100 

percent ought to be part of the program. There ought to be a 

speoo-down in the program too, Mr. weidel. If saneone is way above the 

level arX1 is caught with a catastrophic illness, or has to speoo his 

noney down to a certain level, he ought to be eligible for this 

program. I don't think that I am ready or able at the m::ment to tell 

you the exact figures or what they should be. I think that is a matter 

of stuay, in order to establish rules am regulations. aut, there 

certainly has to be sane criteria regarding who is eligible and who is 

not eligible. 

ASSEMBLYMAN WEIDEL: I see. That is what I wanted you to 

state. we don't know the overall cost of the program right now. 

ASSEMBLYMAN DEVERIN: If we go to the 100 percent, the 

estimates would be a.bout $38 million, Mr. Chairman. If I had my 

druthers, the funding for the senior citizen part of it -- those 

estimated to be eligible fran the senior citizen, 65-year-ola category 

- would be about $19 million. Those in the younger category - the 

Aid for Dependent Children, etc. - would be about :?19 million. The 

total would be about $38 million. 

I would have no qualms about, nor would I be concerned with, 

funding the senior citizen part of this fran the casino funds. Those 

funds are intended for t.his type of work. They are intended for the 

health and welfare of the senior citizens, and this is a program for 

the health and welfare of the senior citizens. I have no objection to 

that. The rest of the fund should cane fran the General Revenue. 

I think a $38 million furxi would be nore than adequate to 

start with. I agree with you, Mr. weidel, that the PAA Program, when 

you and I were cosponsors of that legislation, started out at a very 

small figure, but reached $66 million. However, in this day and age, I 

think both of us are vecy prOlXi of that program. 

I think we can start this program the same way because of 

what we have learned fran the PAA Program. we should start out with 

sane definite guidelines and after a year or so, we should review it 

and see 11ow we are doing with it. 

ASSEMBLYMAN w"EIDEL: Thank you. 

ASSEMBLYMAN WATSON: Thank you, Assemolyman weidel arx:i thanks 

again, Assemblyman Deverin. 
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our next speaker is the Ccmnissioner of Hlll'Rall services, 

Camdssioner Albanese. 

Camlissioner, would you be so kind as to identify your staff? 

<DllISSiamR GllRZ J. AUWDSB: To my right is ·Alan Wheeler, Deputy 

Director, Division of Medical Assistance and Health services, and Mr. 

Larey LocJchart, a Deputy camiissioner. To Mr. U:>ckhart' s right is 

Constance Thanas, Executive Assistant with the Division of Medical 

Assistance, and Ann Kohler, Chief of the Bureau of Health Statistics 

and Econanics, with the Division of Medical Assistance. 

ASSEMBLYMAN ~: Thank you. 

o:::MUSSICNER ALBANESE: Mr. Chairman, we are handing out 

oopies of testi.Ioony, and also a copy of a report that we prepared when 

we began our analysis of the medically-needy program. I think that 

will be very helpful to you. 

Mr. Chairman, I would first like to ocmnena you and the 

members of the Ccmnittee for takiB] the lead by holdiB] public hearings 

on an issue as inportant as extending Medicaid coverage to the 

medically needy. I would also like to ocmnend Asseut>lyman Deverin for 

his sensitivity to this particular matter. 

we have oeen goiB] back am forth with Asseai:>lyman Deverin, 

and he has been very patient while we have gathered sane of tne facts 

that were necessary to put together this program. so, I would like to 

thank him for his patierice and for cariB] for those in need. 

There is oo denyiB] the need for sudl legislation. One of 

the IOOSt critical areas that rust be addressed is the long-standing 

issue of the medically needy - those who fall between the cracks of 

eligioility for medical coverage. 

Who can benefit fran a medically-needy program? our 

children, our elderly, our pregnant wanen, or \t.'Orking poor, our olinct, 

and our disabled can. The Department estimates there are 100 ,000 

children who qualify for a medically-needy program, 90 ,000 elderly, 

12,500 disabled, and 50,000 adults. They are New Jersey citizens whose 

roonthly incane disqualifies them for Aid to Families with Dependent 

Children or Sf>I, yet whose inccue is insufficient to meet medical 

costs. 
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A medically-needy program would provide Medicaid benefits to 

those who would be eligible for a cash assistance program if their 

excess medical bills could be deducted fran their incane. 

As an exanple, take Macy Smith. She is 58, disabled, am she 

lives alone. Mary has an incane of $400 a m::>nth fran Social Security 

Disability, and she has assets which meet the SSI criteria. She is not 

eligible for Medicaid only because her incane, minus an allowable 

disregard, exceeds the SSI incane standard of $343. However, she would 

be eligible under a medically-needy program because her incane would be 

less than the program's standard. 

Another ex~le would the Jones family. Mr. Jones is 

underenployed. He earns $650 a m::>nth. He and his wife have two 

children. Because the AFDC staOOard is $590 per roonth, Mr. Jones can't 

qualify for Medicaid. But, Mr. Jones has one dlild who has asthma. 

The child needs regular medical care, including shots. Eadl rcontil, 

Mr. Jones spends $60 oo medical bills. Because it was determined his 

family nust spend $58 before the family becanes eligiole, he only 

receives a $2 benefit. However, any other medical bills for Mr. Jones 

or his family will be paid under the medically-needy program during the 

eligibility period. 

There is no question that access to health care is a critical 

problem for pregnant wanen, elderly, disabled people, and children of 

low-incane families. -According to a report by the Association for 

Children of New Jersey: "Many hospitals arxi physicians reported that 

parents are waiting longer to bring children in for care because of a 

lack of funds. '!here has been an increase in the nunt>er of cases where 

the illness has worsened because of delayed medical care." 

It has been documented that low-incaie children suffer roore 

illness and are IOOre at risk of dying young than other children. It 

has been documented that one out of every 80 infants nom in the United 

States dies at a rate higher than in 15 other countries. It has been 

documented that one in 20 pregnant wanen in this country receives late 

prenatal care, or none at all. It has been documented that a minority 

wanan is three times as li.Jcely to die in childbirth as a non-minority 

wanan. And, it has been aocumented that senior citizens must pay 20 

percent of their medical bills out-of-pocKet, over am above wnat 

Medicare will pay. 
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We rust reach out and protect our medically needy under a 

health care umbrella. By so doing, we can nOt only care for their 

inmediate illness, but we can also practice preventive measures. 

For instance, we know that aioong the causes of mental 

retardation are inadequate prenatal care, drugs and alcohol during 

pregnancy, maternal diabetes, premature birth, poor diet, an:i the age 

of the 11Dther. We also know that there are high-risk i;q;>Ulations whose 

children are llDre likely to be bOrn mentally retarded. They include 

adolescent 11Dthers, female diabetics prior to conception, and the 

l<JW'!-incane undereducated. 

The medically-needy program \\10\lld provide protection for many 

in the high-risk population. The.program \\10\lld also serve to bri1l9 in 

people who need early care before health problems become severe. 

It has been said that the health of the people is really the 

foundation upon which all their happiness depends. Therefore, I 

support iq>lementill9 a medically-needy progran in New Jersey. 

The Department is presently studying a list of options 

available, and it is focusing on areas whiai \\10\lla include ambulatory 

care for children1 prenatal delivery and postnatal care for pregnant 

wat1en1 and selected services for the aged and disaoled. This kirXi of 

program, however, is not without substantial cost. 

I estimate the mininrum cost \\10\lld be $35.4 million, while a 

maxinrum cost coula be about ~250. 7 million. However, while I support 

the concept of a medically-needy program, I must cautioo you that this 

issue rust be carefully studied. I have a list of concerns: 

Eligibility determination: Wtlicn agency deciaes - the 

counties or the State? What is the eligibility deter:mination? 

Error rates: Exceedill9 mandated targets would expose the 

Department to Federal fiscal sanctions. 

Spend-down requirements: Administratioo will create claim 

processing problems and will be difficult to lll)rlitor. 

ProVider relations: Questions of time lags, eligibility 

deter:minations, billing and paying procedures could all create problems 

for providers. 

Agency resources: I estimate it will take at least one year 

to iq>lement sudl a program. It will mean personnel recruitment and 
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training, systems changes, office spacing needs, and a coordinated 

effort of various State departments. 

While the Uepartment has reviewed several options, I want to 

tell yai there are artJ nWli:>er of options tnat coula be implemented. we 
are not locked into any plan, and there are a lot of variations 

available. It is up to this COOmittee, through these hearings, to 

define the types of groups to be covered and the kinds of services to 

be offered. 

I want to assure you that the Division of Medical Assistance 

and Heal th Services is gathering data fran across the country and we 

will be pleased to forward that information to you to help in your 

deliberations. 

As I notea previously, I have with me Mr. Wheeler, who is the 

Division's Deputy Director, to answer artJ technical questions on this 

particular program. '!hank you for your attention. 

ASSEMBLYMAN WATSCN: Carmissioner, just for the record, I 

would like 11¥ Conmittee and each and everyone here to know that· we sent 

yai a list of questions that you responded to. 'Ibis will be made part 

of the minutes and it will be incorporated as part of the testim:my. 

Carmissioner, A-608 is vecy broad and very general, leaving 

nuch discretion to the Carmissioner. '!he concern tne members of this 

C00111ittee will have is that it provides too mudl discretioo to the 
' .. 

Comnissioner. Should the legislation be tightened up as to the incane 

standards to be used, the asset test to be used, the services that 

should be provided, and how the program is to be administered? Do you 

have artt suggestions in this regard? 

COMMISSIGNER ALBANESE: As ybu may recall, Mr. Chairman, at 

the Joint Appropriations Carmi ttee meeting we discussed the 

medically-needy program. Because of these problems - that there are 

so many variables in the program, an:l it is a complex program - I did 

suggest - and I carmenct you for this public hearing process - that we 

all needed to get the input of the citizens of the State of New Jersey 

in fornulating this program. so, I have no hard and fast conceptions 

as to what the various limitations or eligibility requirements should 

be. 
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I, like you, am eliciting, through the public hearing 

process, informatioo as to the needs of the citizens of the State of 

New Jersey. I think this process will allow us to evolve a program 

within the flexibility that Asseid:>lyman Deverin nas given to us. I 

think that is a proper approach. 

I think we all have to hear what the needs are fran our 

citizens. 

ASSE:MBLYMAN WATSCN: Then I gather you would rather wait 

before making arrt kind of suggestions. we have AFDC, which is county 

operated through welfare, and we have other types of things 

adlninistered by your off ice. 

The only thing I would like to know, as a member of this 

Ccmnittee, is how you woula prefer this to be administered. 

CXHUSSICJmR ALBNESE: In our deliberations we have been 

researching, discussing, and trying to understand this program, because 

it is probably one of the RDSt CCJ1t>lex of programs due to its 

inplementation and administration. we are in the deliberation stage 

right now, whether it is with the county welfare agencies making their 

detennination, or whether it is with the Medicaid offices. Whether, as 

Assemblyman Deverin said, it is 100 percent or 133 percent, w00 do you 

help? If you reduce the eligibility, can you expand into additional 

services? There are a lat of variables that we really have to loak 

at. It is very carplex, and we are ex>ntinuing to look at it. 

As I said, we have gone out to all of the states in order to 

gather infoD11ation on their programs. we want to find out what is 

working and what is not working, and how best we can structure our 

program. This would include eligibility periods of fran one fl¥)1'lth to 

six llDllths. I have not made arrt final aetermination in these areas. 

In this doo.lnent, for exanple, we use the 130 percent 

standard. OUr figures are based on that. Assemblyman oeverin was 

talking about 100 percent. so, it is sanewhat variable, and we are 

listening, as you are listening, to the ccmnents of people caning 

before you. 
ASSEMBLYMAN ~= Ccmnissioner, do yoo feel that there 

could be a workable situation, where the counties could work the AFDC 

part, and Medicaid and SSI oould be war.Kea out of your Division? 
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CC»1MISSICNER ALBANESE: You know, we really haven't gotten 

into the logistics. We know it is goiBJ to increase tne cost for our 

county welfare agencies. You know, we could be talkiBJ about personnel 

for this progrcm of anywhere fran 200 to 400. It depends en our final 

determinations as to.who will handle the program and who will determine 

eligibility. All of that has to be discussed with relatien to the 

respective CXXIpOnents of the program. 

That is the difficulty with the administratien of this 

program. It is a CCJii>lex program. It is really settiBJ up a brand new 

Medicaid program for the State of New Jersey. You have to look at it 

that way. It is a new program with new eligibility, and different 

spend-down features, in terms of incurred medical bills. So, we are 

really in the throes of an embryonic stage of putting this program 

togetner. 

ASSF.MBLYMAN WATSCN: Ccmni.ssioner, I feel there will probably 

be other hearings en this. I know you spake about gatheriBJ rneaical 

assistance data with regard to other states. WOUld this data be 

collected first and then provided to this camtittee IlKXlths after people 

go off the rolls? If this is enacted, it will probably have the effect 

of diminishiBJ the cost here for the medically-needy program because 

those folks will stay en the regular program. 

a:MUSSIOO£R ALBANESE: That is also part of it. When they 

changed the disregards in Welfare, we had the working poor going off 

welfare. Based ai reports we looked at in New Jersey, the rneaically­

needy program would pick up a lot of that pcpilation who lost Medicaid, 

but who mignt still be called marginally poor. 

ASSEMBLYMAN WATSCN: can you explain the accounting period 

and how that is used in determining eligibility? 

CCMUSSICfiER ALBANESE: I would try, but I woula prefer to 

defer to the experts. 

MR. WHEELER: Assemblyman, under Federal regulations, we have 

the option in a medically-needy program, to establish eligibility 

IIDnthly, or we can go to a maxinum of semi-annually - six IlDllths. 

Basically, what that means is, whichever period you select, the 

individual who qualifies is eligible for that period. For exanple, if 

it is IlK>llthly am" if we use 133-1/3 percent, whidl is in the data book 
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we provided to you, and they are underneath that- If they are above 

the categorical level and the AFDC level, for exalli>le, but within 

133-1/3 and there is no spend-dOwn, they will be eligible for a ioonth 

- or if it is quarterly, for three ioonths1 or, for six ioontns, if you 

use that period. If there is a spena-down, it gets to be a little bit 

ioore difficult, because you then have to detennine how much they have 

to spend down and when, in that eligibility period, do they becane 

eligible? For exalli>le, if you use six ioonths an:1 if they have a fairly 

hefty spend-down -- let•'s say several i.1undred dollars - they are oot 

eligible within that six-ioonth period until they have incurred medical 

bills which are equivalent to the spencklown. Let's say it is ~300. 

They may meet that in the secon1 IOOnth or in the third ioonth, or they 

may meet it in the first ioonth. '!hey then remain eligible for the 

balance of the period. In the next period they begin all over again 

and they have to incur medical expenses, etc. 

we have tried to analyze what is oest for the recipients, 

what is best for the providers, and what is best for the State and the 

counties, and it is difficult to call it because in sane instances an 

extended period of eligibility is advantageous to everybody, and in 

sane cases it penalizes the client. I think in the document we shared 

with you, we gave sane exaJ11?les of how that can either work to the 

advantage, or to the di~advantage, of the various principles in this 

program. 

The other ccmnent I would make on the eligibility period 

relates to the issue of quality control and error rates - things of 

that nature. Basically, if an individual has a spend-down to meet, we 

rrust assure the Federal government that we do not pay for any of the 

services they receive that are applied to the spend-down. If we do, 

the client is then technically ineligible. we would then have an 

eligibility error, which, if it exceeds a certain Federal target, leads 

the State to fiscal sanctions fran the Federal government. 

So, the issue of extended periods really needS careful 

analysis. You are never going to please everybody with it. sanebody 

is going to be benefitirg and sanebody is goirg to oe losing, and I 

think what we have to do is to find out what the best mix is for all 

parties concerned. The states we are gettirg data fran are all over 
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the lot. Sane are six; sane are three; sane are going to ooe because 

of the quality control error rate problem. 

ASSF.MBLYMAN WA'l'SQl: I would gather then that the ooe 11D1'1th, 

as q:p:>sed to the six ioonths, would be IOOre costly to administer, but 

it would be better for the client. 

MR. WHEELER: Absolutely. 

ASSEMBLYMAN WATSCN: The six 11D1'1th's administration would t>e 

easier for us to handle, but WQrse for the client. There is a mix 

there that we have to talk about. 

MR. WHEELER: That's correct. 

ASSF.MBLYMAN WAT~: Were you going to say sanething on that, 

Coomissioner? 

a:lfiMISSIQ.Th:R ALBANFSE: No. 

ASSEMBLY~ WATSCN: Your suanission dia not consider 

assets. If assets are considered, now much would your case load oe 

reduced - by what estimated annmt? 

MR. WHEELER: Pardon me, Mr. Chair:man? 

ASSF.MBLYMAN WA~: How llUlch would it be reduced by? It 

didn't consider assets. 

COMMISSIOOER ALBANESE: I believe we did consider assets in 

the aetermination. I have been corrected; we did not include that. we 
didn't know, to t>e honest with you. 

ASSF.MBLYMAN WATSCN: All right. Assemblyman Frelinghuysen, 

do you have a question? 

ASSF.MBLYMAN FRELINGHUYSEN: There is no asset test for the 

Pharmaceutical Program, but there would be one considered for tnis 

program, is that correct? ('Whereupon there is trouble with microphone, 

and original thought is lost in the process of setting up a working 

microphone) 

(Assent>lyman Frelinghuysen, continuing) I would like to say 

for the record that I believe all the Assembly representatives at the 

table, including the sponsor of the oill, are fornier Freeholders. 

(Whereupon Assemblyman Deverin armounces that he is a Mayor and not a 

Freeholder) 

You are a L'tayor? 

you have missed sanething. 

You have never been a Freeholder? well, 

I know both Mr. Watson, Mr. Weide!, and I 
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have worked on the county level. Well, first of all, I 'NOUld like to 

carmerxi you for your bill arxi its intent. Serving oo a County welfare 

Board, as I know John arxi Karl have done -- they have experience in 

this field as well - has certainly shown that a lot of people fall 

between the cracks. 'Ibis is certainly the type of legislation that 

will address sane of tnose historic concerns. 

I have a basic question for the Ccxrmissioner. I kn<M there 

are a lot of people who want to testify after you are through, so we 

don't want to keep them waiting, but since you are here - we do not 

have an opportunity to questioo yoo too often - I wanted to ask yoo a 

question concerning the asset test of $1500 or less, for eligible 

persons in this medically-needy program. Is that anK>Unt set by the 

Federal government due to its financial participatioo? 

CCMUSSIOOER ALBANESE: It is a variable. They s~ in the 

Federal regulation that it has to be a reasonable asset limitation. It 

is not necessarily the $1500 that is in the regular Medicaid Program. 

That would be another. determination that we would have to 

make, in terms of a reasonable asset limitatioo for this particular 

program. NCM, first we have to find out what the Federal government 

means by "reasonable." so, that is another part of the caaplexity of 

this program. 

ASSF.MBLYMAN FRELINGHUYSEN: I firxi that .l1lail¥ constituents, 

represented by sane of the people behind you, wonder why tne Federal 

government set the incane limits where they did, am what rationale 

they used when setting these limits. would you care to take a whack at 

that? 

CCl-JMISSI~ ALBANF.SE: Well, I recently petitioned Secretacy 

Heckler, in the Camamity Care Program, to change the asset limitations 

in that Program. We found that while the Federal government gave us 

the discretioo to equalize the eligibility for institutional care and 

oamunity care, one aust realize that when one is in the camunity he 

still has other needs am costs that are not foun::i in a nursing hane. 

so, regarding that particular Program, we requested that we be allowed 

to raise the asset limitatioo because it was, in fact, hanq;lering people 

fran getting into the Program. '!hey were afraid to give up their 

assets in order to. get into the Program - to get down to that level. 

'!he reason why? I have no idea. 
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ASSEMBLYMAN FREL~SEN: I have other questions, but one 

that I would like to at least end with is, fran my short time here in 

the Legislature I have seen a tremendous aroount of arphasis put on the 

availability of casino dollars. Frankly, a lot of :i;:eople who have 

benefited fran those dollars tell me that they worry about mre and 

roore programs dipping into that source of IOOney. Tney are concerned 

about whether, in fact, that dependence is a healthy thing. What aoout 

that? The evidence that I have seen shows that casino revenue 

expenditures seem to be out-pacing casino revenue collections, and if 

the surplus drops, where do we stand relative to taking I0011ey for this 

ccnmendable program, if, in fact, we have problems providing for our 

responsibilities regarding the Pharmaceutical Program, and, for that 

matter, tne Lifeline Utility Credit Program? Is this a problem you 

have wrestled with? 

COMMISSIOOER ALBANESE: I will give you a flavor of what I 

have neard fran many senior citizen groups, in terms of casino funds. 

Maybe this is a recent phenanena, but I think that in terms of 

priorities you can best ask the senior citizen groups who are here 

today. we have been giving additional increases in pay in the Lifeline 

Program. It keeps going up, ard my sense - and I really don't want to 

speak for the seniors -- is the priority they have now is the 

medically-needy program. we have established programs, and paid 

Lifeline programs, but we ought to concentrate on putting our 

additional resources into this program. 

I think this is sanething for the Legislature to think about 

in its future budget aeliberations. Instead of increasing benefits for 

programs, they should develop this new program, which has been my 

i.npression is one of our elaerly's primar:y needs at this point in time 

- the medically-needy program. 

ASSEMBLY!WIAN FRELINGHUYSEL'l: I don't mean to hog the 

microphone, but the other part of the casino revenue for which there is 

quite a bit of legislatioo being considered is for the needs of the 

physically handicapped. There are any number of groups that I have _ 

heard from who feel they haven't gotten their fair share. My point, 

obviously, is there are cacmitments that have to be kept, as well as 

new ones that have to be anticipated. I am just YXX\Clering if the 

medically-needy program ought to be drawing from this pot of mney. 
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(DllMISSICNER ALBANESE: I would agree with you that in the 
last year or so the disabled population has surfaced, insofar as 

recognition that they are also eligible for the casino nnney is 
concerned. I think there is a growiD3 awareness and desire on their 
part to get involved with the casino funds. I have heard the same 
thing. 

ASSE'.MBLYMAN WAT~: Thank you, Assent>lyman Frelinghuysen. 

Assemolyman Weidel, do you have arrt questions? 
ASSEMBLYMAN WEIDEL: Yes, I do. 

ASSEMBLYMAN wATSGl: Asseat>lyman weidel. 

ASSEMBLYMAN WEIDEL: Ccmni.ssioner, concerning this spend-down 
program you mentioned, yoo are unable to gather how many there will 

be, or what the C'OSt will be, and you haven't gotten all the data yet. 

You will, will yoo not? 

~SSI~ER ALBANESE: That was regarding the assets. 

ASSEMBLYMAN WEIDEL: It was on the spend-down too. In other 

words, do you know how many people will be involved, after they deduct 

their medical expenses? 

C<lw1MISSIOOER ALBANESE: Let me say it is a guesstimate. 

ASSEMBLYMAN WEIDEL: It is an estimate? 

~SSICNER ALBANESE: It is a guesstimate. 

ASSEMBLYMAN ~IDEL: And, yoo have no- What is your guess? 

<n1MISS!OOER ALBANESE: we are talking about around 250, 000 

people, and that is a guesstimate. 

ASSEMBLYMAI." WEIDEL: 'lllat is what I wanted to ask first. The 

estimate of the C'OSt of the program - aoes that inclucte the spend-aown 

clients? 

COt+tISSIOOER AI.BANESE: Yes. 
ASSEMBLYMAN WEIDEL: I don't think it does. 

CCMUSSICNER ALBANESE: Ms. Kohler will answer that. 

ASSEMBLYMAN WATSC:N: WOUld you introduce yourself, please? 

ANN KCJD'.RR: My name is Ann KOhler and I am with the Division of 

Medical Assistance. I prepared these estimates, and it is very hard to 

determine that. There is limited data on that, and there is no data on 

spend-down fines. What we had hoped is that they would alm:>st wash 

out. we tried to get an estimate that was as realistic as fX)Ssible by 
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using census data, which at this time is the only thing available to 

us in order to get a handle on the clients. 

We feel that the estimates here will be sufficient to cover 

the spend-down peq:>le. 

ASSF.MBLYMAN WATSOO: Does that answer your question, 

Assemblyman? 

ASSEMBLYMAN WEIDEL: That answers that question; now I want 

to ask another. 

ASSEMBLYMAN WATSCN: I think Assemblyman Deverin would like 

to answer. 

ASSEMBLYMAN FRELil'«iHUYSEN: at, sure. Let him answer that. 

ASSF.MBL'™11N DEVERIN: As far as the spend-down is concerned, 

if you set the category at 133 percent, I am not sure the spend-down 

would be a very big item to most of the people we are talking about as 

being eligible. I am not sure it would be that big a concern. I would 

have no objection, and I don't think anyone else at this table would 

either, to setting a cap as to where the spend-down would begin and 

end. For instance, if saneone was making $1,000 a week, we could 

control it, if we make the spend-down fall into this category. So, I 

have no objection to setting a cap after you set the categorical aid, 

percentagewise, as to where the spend-down ends and begins. I think 

that ought to be considered, Mr. Chairman, if that is what the problem 

is. 

CCM-tISSIOOER ALBANESE: Assemblyman Deverin, I don't believe 

under the Federal regulations or legislation you can set up a cap, as 

long as an individual meets the categorical requirements ~ the assets, 

the disability age, or the AFOC criteria. They could be extremely 

wealthy, really, and if they have incurred sufficient medical expenses 

within a certain period of time, they could beccme eligible for this 

program during the balance of that perioo. That is wny it is extremely 

difficult to make a judgment as to how many are out there. 

ASSEMBLYMAN DEVERIN: I an trying to agree with you, because 

an extremely wealthy person would have his or her own insurance anyway, 

and his needs would probably be covered O'j nis insurance. I don't 

think we are throwing our oranges in the wrong oasket this time. I 

think the spena-down in itself would not- I think if you set the 
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category, the aid would be 133 percent and the spend-down would take 

care of itself. 

ASSF.MBLYMAN WATSai: You may continue, Assemblyman. 

ASSEMBLYMAN \'£!DEL: I want to tell you, Coomissioner, that I 

support the program, but I have been a member of the Appropriations 

Comnittee for 13 years and this year was different fran arrt other 

year. All of us are concemed as to whether next year is going to be 

the same as this year, with the surplus. I hope and prey that yoo cane 

up with a program where you are able to tell the Legislature, a lot 

better than we were told when the PAA Program was started, what your 

estimates are as to the future, so that we can appropriate--

The way I understam this program, we have to appropriate the 

nDney to you. You work out the program, subject to our appropriation. 

I can just see you sitting there, three or four years ckMn the road, 

saying, "I got $38 million the first year; now I need $69 million," or, 

"Now I need $169 million." I just hope that we can put sane parameters 

on the program you cane up with, in order to maintain a reasonable oost 

escalation. 

CCMtUSSICNER ALBANESE: we are just as concemed with that 

area. I was pointiD3 out before that one of the things we are aoif¥3 is 

surveying the other states for information, data, and their experience, 

whidl is very important. Because in sane cases, I wouldn't even call 

them estimates; I call them guesstimates. It is very difficult to 

ascertain that kind of information if, in fact, one can ascertain it at 

all. So, we are concerned. What we are trying to dO is to learn fran 

the experience of other states' programs. That informatioo will be 

provided to you, and the growth patterns of the other stages will be 

provided also. 

ASSFJmLYMAN WEIDEL: Yes, that is another item that is hard 

for me to canprehend, sitting here - arxt you sittiD3 there as the 

cannissioner. What state do you oelieve, in your interdepartmental 

workings arxi your associations with carmissioners in other states, is a 

lead state? Is there a lead state? There is no lead state, right? 

You mentioned that they are all over the lot, so to speak. 

CQlfMISSIOOER ALBANESE: 'l'hirty-sane states have this type of 

program. 
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ASSEMBLYMAN WEIDEL: How long has the oldest one been in 

effect? 

ALM G. MJBBC.RR: I 'NOUld imagine sinc-e the beginning of Title 19, 

which is 1966 or 1967. I think what is new and what we are kind of in 

the forefront with in New Jersey is, under the Federal TEFRA 

legislation of 1982, states began to have the opportunity to have 

options in medically-needy programs. we have given sane exalli'les of 

that. Before that, they didn't have options~ they pretty much hao to 

cover large blocks of servic-es - all the same same servic-es for all 

the same client groups. 

Lately, I have been talking with Iowa which is setting up a 

program now. They have the same kinds of problems we are wrestling 

with here. What servic-es for what groups, etc., is a new conc-ept. 

Nobody has really had to wrestle with that. That is what we are 

dealing with. 

ASSEMBLYMAN WEIDEL: Does Florida have a program such as 

this, where they have a lot of aged people? 

MR. WHEELER: Florida does not have a medically-needy 

program. I unaerstand Florida, south Carolina, and a couple of other 

states are in the stage of develoµnent we are in. I think Iowa has 

legislation to enact one. We are all kind of trying to exchange 

infonnation with one another. 

Ca.1MISSIOOER ALBANESE: The variables of tne program are, you 

can expand eligibility, or you can restrict or expand the number of 

servic-es. It is very much like our Medicaid Program. In the State of 

New Jersey I think we have about 27 programs, and there are 32 options 

available. That is part of our aeliberations. It is not only who we 

are going to cover, out what types of services are going to be provided 

to those who will ultimately becaoe eligiole. 

So, as I said, it is extremely canplex and there are extreme 

variables in the develQ?Dent of the program. 

ASSEMBLYMAN WEIDEL: Excuse me, Mr. Chairman. Comnissioner, 

dO you, by regulation, expand or restrict a program, subject to the 

appropriation, or does the Legislature and this bill restrict the 

program? Are we goirg to have a program that, when we put it in place, 

will stay in place, or does the Commissioner expanct it and set 

eligibility? 
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COMMISSICNER ALBANESE: I don't want to speak for Asseni:>lyman 

Deverin, but I believe the bill, as structured, provides that we start 

with a minilll.un eligibility, and then we will explore the developnent of 

increased eligibility, and also the types of programs. I believe he 

leaves it to the Camdssioner, is that ex>rrect? 

ASSEMBLYMAN WA~: I think so. I think in the legislation 

it leaves it to the Comnissioner. 

ASSEMBLYMAN WEIDEL: Thank you. 

ASSF.MBLYMAN WATSCN: Thank you, Assemblyman weidel. I tNOUld 

just like to recognize the arrival of Assemblyman Walter Kavanaugh. It 

is nice to have you, Assemblyman. 

ASSEMBLYMAN KAVANAUGH: I am sorry I am late. 

ASSEMBLYMAN WATSCN: Camdssioner, in getting your 

information fran the other states, would you also assist us 'O'j 

gathering the assets test they use in those other states? 

COMMISSIOOER ALBANESE: Definitely. 

ASSEMBLYMAN WATSCN: we tNOUld appreciate that. Are there any 

other questions? Assemblyman Frelinghuysen. 

ASSEMBLYMAN FREL~SEN: Has an analysis been done on wnat 

sane of the counties are doing? I Jtnow our county proviaes a free 

dental program, and it also puts quite a lot of mney into meeting the 

needs of crippled dlildren. Has the Department done an analysis, 

county by county, as to what the counties are doing, so that this will 

also be reflected in the data you are puttirY:J together? 

Ca.1MISSICNER ALBANESE: No, we are not. 

ASSEMBLYMAN FRELI~SEN: I suggest that maybe you might do 

that. In fact, it may make this overall prcp:>sal a little less 

ex>stly. We tNOUlan't want to duplicate sane of the good things tnat are 

being done by the counties presently. Thank you. 

COMMISSICNER ALBANESE: That is a good point, because we were 

looking at the paid program -- the interaction between the paid program 

arxi the medically-needy program. Certain determinations have to oe 

made there, in terms of keeping people eligible for the paid program 

arx1 the medically-needy program. one of the administrative nightmares 

is if you take saneone off of the paid program and get them onto the 

medically-needy program, their eligibility might change on a IOOnthly 
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basis, or every six m:>nths, and you would then have to put them back oo 

the paid program. So, there is just an awful lot of researcn and 

thought that has to be done as to how this program is actually going to 

be implemented. 

ASSEMBLYMAN WATSCN: Have you ccmpleted your questioning, 

Assemblyman? 

ASSEMBLYMAN FRELIRBJYSEN: Yes. 

ASSEMBLYMAN WATSCN: Asseni>lyman Weiael. 

ASSEMBLYMAN WEIDEL: I have ooe RDre question, Ccmnissioner, 

and I know that it may not be apropos to this particular bill, but I 

have to ask it anyway. '!here is an underground econany. When we have 

all these restrictions as to how much incane people can have and how 

nuch we can subtract, are there penalties? Is it just under Medicaid 

that we have the penalties the Attorney General's Medicaid Fraud 

section uses? Are there penalties in these bills when there is a 

conspiracy as to what the incane is - the undergrouna econany, tne 

paid-in case, or the person who gets it under the table? I know this 

doesn't relate specifically to this bill, but it does relate to the 

whole situation where this econany now exists - which you know. 

Cleaning wanen now want cash because they will be outside their limit 

if they get IOC>re RDney. A druggist knows a person isn't needy, but, 

yet, he fills the prescription. Doctors know this exists. Are there 

penalties outside of the bill or in the bill? Is there a fraud statute 

to cover this? 

Cc:HilSSICNER ALBANESE: I don't believe there is any penalty 

in the bill - in Asseni>lyman Deverin's bill. We basically use the 

AFDC penalty for Medicaid enforc:ement. 

A recent pieoe of legislatiai for private-pay contracts and 

discrimination was sponsored, which specifically provided for 

prosecutiai or for reimbursement when this type of activity is fourxi. 

'!hat is the ally one I know of, where there is a bill in New Jersey. 

That involves the private-pay contract and the divestiture of assets. 

'!here was a provision for getting that rrcney back fran individuals who 

divested their assets to get into the program. 

ASSF.MBLYMAN WEIDEL: '!hank you. 

ASSF.MBLYMAN ~: '!hank you, Assemblyman. 
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Since there are no further questions, we want to thank 

Carmi.ssioner Aloanese and Director Wheeler for their appearance here 

this 11Dming. Thank you for your response to the questions we have 

asked you. 

CCMUSSICNER ALBANESE: Thank you, Assemblyman. 

ASSEMBLYMAN ~= Is Ciro Scalera here, representing the 

Association of Children of New Jersey? 

Mr. Scalera, do you have a statement? 

CIR> SCALBRA: Assemblyman, before I begin II¥ ccmnents, I would like to 

subnit a prepared statement fran the Rutgers School of Research. Their 

representative is not able to be here todayi however, they delivered 

their prepared statement to our off ice, and I would like to suanit it, 

on their behalf, to the Carmi.ttee and hope that it would oe 

incorporated in the record. 

Mr. Chairman and members of the Carmittee, II¥ name is Ciro 

Scalera and I am the Executive Director of the Association for Children 

of New Jersey. We are a statewide childrens' advocacy organization. I 

am here today on behalf of the organization to express our strong 

support for A-608, which expands New Jersey's Medicaid program to 

include medically-needy individuals. AQlJ, along with tne Federation 

of Senior Citizens, is actively involved in the Medically Needy 

Coalition in our State, .and has consistently supported this legislation 

and initiative. 

I will not read the entire text of II¥ statement. I want to 

go through and selectively ree¥l portions of it. 

As a statewide citizen-based child advocacy organization, 

Aml recognizes that the lack of adequate health care is one of the 

m:>st pressing problems facing children in our State today. we believe 

that enactment of a medically needy-program is one of the m:>st 

iaportant steps that we can take to begin to adaress these health care 

needs. 

Medicaid is an ~rtant children's prograin. Medicaid is tne 

largest goverrunent heal th care program for the poor, and chilaren 

represent the largest percentage - approximately 50 percent -- of 

individuals covered under Medicaid. According to the 1982 Census 

Bureau report, Medicaid covered approximatly 40 percent of all poor 
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households, and 52 percent of all poor households with children under 

19 years. Clearly, poor children depeoo heavily oo Medicaid. 
I have attached the Executive Slllllllary report ocmnissioned by. 

the American Ac~ of Pediatrics entitled Medicaid and Children: A 
Policy Analysis for your information. 'lllis national report and others 

pointed out sane disturbil"J3 trends in terIIE of the poverty ani heal th 

status of Medicaid cnildren. 
The poverty status of Medicaid children is an important 

issue. In the past year there have oeen various Census Bureau reports 

oo the increase of poverty in America. The House Select cannittee on 
Children, Youth, and Families recently estimataed that one out of five 

children and one out of two blade children live in poverty. In 
discussing federal and state programs designed to help these children, 

the AAP report founi that eligibility standards have not been adjusted 

for inflation, particularly Eor AFDC recipients whose famililes nust be 

increasingly poor: to qualify for Medicaid unaer AFDC. 
The i.aplications of the failure of eligibility standards to 

keep pace with inflation, it notes, can be SU1l1llarized in a number of 

ways, and one inportant one is that a smaller percentage of poor 

children are eligible for Medicaid than had been previously. This 

trend will worsen unless current eligibility standards are raised. 

I might ccmnent as an asiae, that we had worked very actively 

in. supporting, before the Joint Appropriations cannittee, an increase 

in the AFDC eligibility standards, and, in fact, .that has been approved 

by the Governor. '!hat will help sanewhat with this problem. The 

Comnittee is to be ccmnended for its support of that effort. 
The 'AAP report also cites documentation of the fact that poor 

chilaren have mre health probletB than other children. Children in 

low-incane families ~re 3.5 times as likely as children in high-incane 

families to be judged as beil"J3 only in fair or poor health. Lc.M-incane 

children have higher infant IIDrtality rates despite nationwide 

improvement in all incane groups. Dental disease is another area 

showing disparity between children of different. incane groups. The 

report also points out growil"J3 medical problems for infants neeaing 

newborn intensive care, children with chronic conditions, and 

adolescents. 
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It concludes that because of the restricti~e nature of 

eligibility criteria, a substantial number of poor children are not 

covered by Medicaid and cites the drastically growing number of 

children without coverage in the last five years. 

The situation in New Jersey reflects many of these national 
trends. Two recent reports completed by our Associaton, Through the 

Safety Net: The Child Watch Project and a survey by ACNJ, in 

collaboration with the Newark Preschool Council Headstart Program, 

called Not Enough to Live On provided us with important data on 

problems in the health area. Both identified the need for a medically­

needy program as a priority in New Jersey. We support A-608 and a 

medically-needy program in this State for several reasons. I wi 11 

summarize the rest of my statement from this point on. 

The first reason is that tens of thousands of New Jersey's 

poor children lost Medicaid eligibility and are presently without 

access to health benefits. When we conducted our survey, we could 

document about 18,500 children who were removed from Medicaid. We feel 

the figure is somewhat higher and there may have been as many as 40,000 

children who were actually removed from that program. The Department 

estimates, as you heard the Commissioner say, that potentially 100,000 

children could be eligible for inclusion in the program, so we know 

from our research that many families and children were removed from 

Medicaid eligibility. 

When we followed that up in our most recent survey, Not 
Enough to Live On, we also got some evidence that of the families who 
lost Medicaid eligibility, about half of them told us that they are 
either delaying or not bringing their children to the doctor as 

frequently as they would have, or did, when they were eligible and had 

access to Medicaid. We are, on our own score, going to be doing 

further research to try to get a better handle on that particular 

issue. f ram the research we have done to date, there does seem to be 

evidence that both of those things take place. 

Another reason why we are supporting this initiative is that 

it begins to look at the question of support for preventive efforts on 

behalf of these children. In the testimony, I cite a number of 

different research studies and data that have been documented over the 
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years pointing out the fact that to invest some dollars in preventive 
efforts, through Medicaid and through what is known as the Early 
Periodic Screening, Diagnosis, and Treatment Program, which is a part 

of Medicaid, for many of these children can prevent very serious kinds 

of disabilities and diseases that will later occur and are much more 

costly to treat. 

We also are supporting this because we believe that a number 

of families and children who are ineligible are presently utilizing 

emergency rooms and other kinds of costly forms of care 

inappropriately, out of desperation, and because they do not know where 

else to turn. We would agree that there is undoubtedly pressure on the 

DRG system by way of the growing uncompensated care costs in the 

State. We feel that the medically-needy program is supportive and 

should be pursued as a way of perhaps dealing with part of the problem 

and the pressures that are on the DRG program. 

We are aware of the four options that are presently being 

proposed. ACNJ, along with the federation of Senior Citizens, the PTA, 

several dent.al associations, and several other organizations met with 

Commissioner Albanese. We are trying to work cooperatively and with a 

realistic sense of what kinds of problems lie ahead in this program. 

We fee 1, however, that the time is he re and now to move forward with 

this. We can overcome, or at least it is our association's position 

that we can overcome some of the administrative problems and 

difficulties that lie ahead. Hopefully, if we all work cooperatively, 

the services that these families need can be put into place. Thank 

you, Assemblymen. 

ASSEMBLYMAN WATSON: Thank you, Mr. Scalera. Would you just 

stay seated for a short time; we may have some questions to ask you. 

You heard the Commissioner's statement and comments about the 

complexity of a medically-needy program. Do you have any suggestions 

as to the income standard to be used? 

MR. SCALERA: At the present time, we are supporting the 133 

percent, using the figures that we have reviewed from the Department 

unless there is substantial evidence that those figures are 

unrealistic, from a fiscal point of view or otherwise. But for the 

present time, we are supporting the 133 percent. 
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ASSEMBLYMAN WATSON: What would be your recommendation as to 

the asset level to be used? 

MR. SCALERA: I think that, as the Commissioner indicated, 

there is some flexibility in setting that. I would urge that we look 
to increasing that figure. If the $1500 is not fixed, and it is within 
the Department's discretion to fix a reasonable level -- I think that a 
number of people have brought to this Committee some concern that the 
$1500 is not a reasonable limit -- then we ought to look seriously at 

increasing it. 
ASSEMBLYMAN WATSON: Do you have any idea as to how the 

program should be administered? 

MR. SCALERA: I think that I would favor an approach that is 

not that dissimilar from what the Department has taken in .other 

things: a strong State role with a fair amount of county involvement, 

both on the planning and the implementation level. I see a strong 

State role in terms of coordinating, overseeing, and operating this 
program. I think that we should have that for a number of reasons, but 

I wouldn't preclude either a county fiscal or a county programmatic 

involvement in one way or another in this. If there is a network out 

there -- and we know there is, through the CWA -- then it ought to be 

looked at, as to how to utilize and build upon that already existing 

system. 

ASSEMBLYMAN WATSON: Thank you. I would now like to 

entertain questions from my Committee members. Assemblyman 
rrelinghuysen? 

ASSE~L YMAN tRELINGHUYSEN: Thank you, Mr. Chairman. Mr. 
Scalera, I have a question. There was a fair amount of lobbying for a 

bill that is being considered -- I forget its name -- but I was visited 

by a number of school nurses. The bi 11 has to do with the ratio of 

school nurses to population. I forget the number of the bill, but 

whatever the bill number is doesn't matter. I learned through that 

process, and maybe you would like to comment on this, of a number of 

things that are being done in our school districts which fall into some 

of the categories that we are discussing generally here today, in terms 

of health care and prevention. Has your Association done an analysis 

of what is being done around the State in the various school 
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districts? I have found -- I am not sure it is a bad thing, and it is 

true in districts that are wealthy as well as those that are not -­

that school districts are providing health services that traditionally 

have been provided by families. They are picking up health costs and 

health responsibilities that traditionally had been done through the 

family physician. Have ·you done an analysis of the types of services 

that are being provided by the school districts, and if so, does that 

analysis have any bearing on this particular proposal? If you haven't 

done an analysis, would you do one? Thank you. 

MR. SCALERA: Our association, per se, has not done an 

analysis. I also serve as vice chairman of Governor Kean's 

Governors Committee on Children's Services Planning. As part of our 

responsibility on the Governor's Committee on Children, I, along with 

our health subcommittee, interviewed representatives from the 

Department of Health, and one of the areas that we explored was the 

issue of greater utilization of the schools in terms of providing 

health care services. 

One of the issues that I know the Department. of Health--

And, I would be glad to provide you with data. I can contact the 

Governor's Committee staff and have them provide you with the data they 

have provided to us on the issue of present efforts by local school 
districts, working with t-he Department of Health. Through their local 

heal th departments they run what are known as child heal th 

conferences. They hold these conferences every six months -- or they 

have them frequently. 

One idea they are exploring is the idea of having a greater 

relationship with the school districts, having more of those types of 

conferences held, and perhaps having more of a formal role by the 

schools in the areas that presently exist. 

I was surprised to find out that 20 years or so ago, the 

schools had a much greater role in the health area than they do today. 

They, in fact, performed some functions that they do not do presently. 

One of the issues we discussed was whether or not it would be feasible 

to recommend that the schools again play more of a role in this area. 

The other way it relates to this medically needy issue is, 

under the program I mentioned, the EPSDT Program is a part of 
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Medicaid. That is another initiative I am aware of. One of the 

problems we have had in New Jersey with that program is that it has not 

really lived up to its potential in the sense that not all of the 

children who theoretically would be eligible for screening have been 

identified and located. One of the efforts that is going on right now 

is to involve -- and I know this is taking place in Newark and in one 

other part of our State - school districts, schools, and other day-care 

agencies -- other agencies that work with children -- by having them 

link up with Medicaid and the EPSDT Program, in order to try to 
identify kids who are eligible for these services, but who, for various 

reasons, are not being brought to the attention of the Medicaid 

officials. That effort cou~d fit in well with the medically-needy 

program that is being considered. 

So, those are two areas, and I can get information to you 

about that issue and what we have gotten from the Department of Health 
on that. 

ASSEMBLYMAN f"REL I NGHUYSEN: Thank you for your answer. I 

don't mean, Mr. Chairman, by asking that question, that I am forgetting 

about the preschool population, which obviously is an extremely 

important area as well as the prenatal portion of this program. Thank 

you. 

ASSEp.fiLYMAN WAT_?_ON: We understand that, Assemblyman. Are 

there any other Assemblymen who would like to ask further questions? 

(no response) Hearing no response, I would like to thank you, Mr. 

Scalers. 

MR. SCALERA: Thank you very much. 
ASSEMBLYMAN WATSON: Is there a Mrs. Edith Edelson present? 

(affirmative response) 

EDITH EDELSON: He is 

ASSEMBLYMAN 

Ms. Edelson, is Mr. Malanga with you? 

going to speak as an individual. 

WATSON: You are going to speak for 

f"ederation and Mr. Malanga is going to speak as an individual, fine. 

the 

MRS. EDELSON: We thank you very much for the opportunity to 

give this Committee the viewpoint of the seniors with whom we have 

contact. It is very important, and I am glad to see that committees 

are turning more and more to the population for their input. We are 

getting away from committees and commissions doing things without 

consulting with the people. That is a very healthy trend. 
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We are very grateful to Assemblyman Deverin for introducing 

A-608, and we urge the passage of the bill, with an amendment mandating 

that the Commissioner of the Department of Human Services carry out a 

medically-needy program -- mandating it instead of just authorizing the 
Commissioner to do so. 

What perhaps has not been brought out clearly -- at least not 

to me -- is the reason why this program is so important. There are 

many people who do not realize that Af"DC benefits are below the poverty 

level -- considerably below. According to the census, the poverty 

level for a family of four in 1982 was almost $10,000. The ArOC 

benefit was about one-half of that, or almost $5,000. So, even with 

these programs, we are still way below the poverty level. 

Insofar as SSI is concerned, that is also below the poverty 

level, because for a number of years the State absorbed the cost of 

living adjustment instead of passing it along to the recipients. While 

the State no longer does this, the Social Security COLA applies to only 

the rederal part of the benefit and not to the State supplement. So, 

it doesn't cover the full amount. 

We support option 2, that the Department of Human Services 

has estimated, or drawn up. We are very disappointed that the 

Commissioner says it will take a year to put this through. You know, 

the rederation has been fighting for the medically needy since about 

1976 or 1977. The Department continually made estimates about the 

medically needy during all these years, and to say at this time that it 

will take another year is very discouraging to us. 

Take, for instance, an example of a couple in Edison, New 

Jersey. They are over 80 years old, with an income of $425. Their 

rent is $400. The wife is a diabetic, has high blood pressure, is 

overweight, has to have her teeth removed, is losing her sight, has 

needed a hernia operation for over two years, and has to postpone 

visits to the doctor until she has enough money. This is an 

emergency. How long is this woman going to liv.e? Where will she be a 

year from now; or, will she be in a nursing home? 

We have an example of someone who had a brain operation. She 

had a tumor. She was sent to a nursing home ~ich was supposed to give 

her physical therapy. In that nursing home she was strapped to a 
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chair; she was never allowed to.walk; and she didn't talk. When her 

family took her home over the weekend, she improved. When she went 

back, she fell right back into this passive, vegetable role. She is 

now at home, at great cost to her children who are trying to pay a 

woman to come in and take care of her fthile they work. She is moving 

around. She is talking. She is doing things in the house. . That is 

the kind of thing a medically-needy program would help to bring about 

-- keeping people out of institutions. for the elderly, what is more 

crucial than that? for the population, what is more crucial than 

health? . Therefore, there is an emergency situation here, and it should 

be taken care of quickly and completely. 

Besides, the question was raised, "Is there a possibility 

this will be escalated?" Well, you can't provide any particular 

thing forever and ever. It can always be amended. The provisions can 

be amended if it turns out that the State cannot cover it. But, for 

the present time, there is money, there is the casino fund -- and that 

too creates an emergency, because the casino fund is being nibbled at 

in many other directions. They are many important kinds of programs, 

but not as important as health. Therefore, we can't wait a whole year; 

there won't be any money left in the casino fund if they continue this 

way. 

There is a que~tion of the percentage -- 100 percent versus 

133 percent. We feel that it is very important it be l.B percent of 

the medically-needy program. Under that, one person, or a couple, 

could have an income of up to $585, instead of $343 under SSI, and less 

under AFDC. I think if we had only 100 percent, there would be 

terri fie frustration on the part of the people. They would say, "All 

right, here is another program. What is it doing? It is not doing 

anything for me. It leaves out too many people who should be under 

it." 

As for being afraid the cost will escalate, you have the 

Federal government that puts restrictions on it -- asset restrictions. 

They have to be people who would be eligible for SSI or AFDC, except 

for their income. Therefore, the asset level could be fixed in some 

way that would ensure that millionaires could not get in Lrlder this 

program, and so forth. 
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Some of the hidden benefits: Mr. Scalera referred to some of 

them, so I am going to skip that. It is in the paper I am going to 

give you. 

Also, I am going to give you a paper which gives you a few 

individual -cases, so I am not going to go through them. I mentioned 

two. 

Take children -- a child who needs glasses. We talked about 

the importance of education. We want them to take tests. We want to 

inake sure they are above the average, and so forth. If they have no 

glasses, how can they function in the classroom? 

What about children with dental problems? Think of the 

escalation of health needs for that kind of child. 

Pregnant women giving birth to premature children -- think of 

what cost would be saved for the State if they had the proper care, and 

the child was born in a healthier condition. 

Thank you very much. 

ASSEMBLYMAN WAT SON: Thank you, Mrs. Edel son. You know, 

given the problems when they were implementing the PAA Program back in 

1978, the deluge of applications led to delays of six or more months 

due to the processing of the applications. You know, one can't expect 

this kind of a program to be enacted overnight. We have to have some 

patience. We are gatbering a lot of information through these 

hearings, and through what the Commissioner of Human Services is 

getting for us from other states, in order to really refine A-608 to a 

point where we are going to have a good program. It is just something 

we can't do overnight. 

I understand your concern about this. I just want to be 

realistic about the approach to it. 

MRS. EDELSON: We certainly appreciate the thoroughness with 

which it is being looked at, but we have confidence in the Department 

that they can do things a little faster than a whole year. 

okay? 

ASSEMBLYMAN WATSON: We will give them a little push then, 

Assemblyman Kavanaugh? 

ASSEMBLYMAN KAVANAUGH: Mr. Chairman, through you to Mrs. 

Edelson, we appreciate the effort you have put in over the years on 
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behalf of the senior citizens. I am just wondering about the 

priorities. I just listed two of them. You talked about nibbling at 

the casino revenue fund. There are four bills: One is $39. 7 million; 

another is $150 million; another is $10 million; and another is $28 

million. This is an area where the Legislature is, I guess one can 

say, less than responsible when implementing some of the new programs, 

or when proposing them. The concern I have is with the groups here, as 

far as priorities are concerned and the programs that would constitute 

the input, because in the bill itself it includes the Commissioner. He 

will define it, insofar as services are concerned. 

I am just wondering if not only you but the other speakers, 

when they come before us, could list some programs or priorities in a 

way that would be beneficial to the Committee? 

MRS. EDELSON: I am glad you mentioned that. The main 

priority for the Federation of Senior Citizens is health, which is the 

thing everybody is getting concerned about. So, we would say that the 

medically needy is our prime priority. After that, we need renters 

relief. Renters have gotten nothing from the casino funds. Also, we 

are concerned about home health care. A little bit is being done in 

that direction, and much more has to be done. Transportation 

certain things about transportation -- is another concern. 

I might add that. ·as far as the disabled are concerned, it was 

the Federation that got the Constitutional Amendment extending the 

programs to cover the disabled; so, today they are in the same boat we 

are in. We have been working very closely with the disabled. 

It is very difficult for the Federation to come out against, 

let's say an increase -- an automatic increase in energy assistance. 

But, it is ridiculous. Lifeline is ridiculous because each time they 

get $25 from Li feline, they fall further and further behind in their 

debts to the utility companies. More shutoffs are taking place. So, 

it is not really achieving what it is supposed to be doing. We have 

urqed that these things be held up until priorities are established. 

We are so disappointed that the legislature -- Karcher, Otlowski, and 

Orechio did not appoint a commission for the use of the casino 

funds. It is a ~ale year and it has not been put into place. Their 

job would be to set priorities. So, that is the push we need. I am 
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glad there are bills now to constitute the commission, and so on. We 

have to push in that direction and hold off on other programs until 

priorities are established. 

ASSEt-tiLYMAN WATSON: Assemblyman Kavanaugh, are you finished 

with your questions? 

ASSEMBLYMAN KAVANAUGH: Yes. 

ASSEMBLYMAN WATSON: Assemblyman Frelinghuysen. 

ASSEMBLYMAN FRELINGHUYSEN: Mrs. Edelson, I have heard you 

testify before. I am new to the Legislature, and I just have a few 

questions, along the same lines as Assemblyman Kavanaugh 's questions, 

in terms of the Federation's priorities, and in terms of the 

expenditure of casino funds for new programs. You mentioned that the 

medically needy were the number one priority. What are your feelings 

relative to dental assistance for the elderly, personal care services, 

and plans by some legislators to expand the Pharmaceutical Assistance 

Program and increase the utility payments for Lifeline credit? Where 

do those stack up after the medically-needy priority? 

MRS. EDELSON: We cannot, as an organization, say we are 

against any of those programs, G'.!t. we do say we cannot support them. 

Again, it is a question of priority. 

As far as dental care is concerned, in our testimony we urge 

that instead of taking $l9· million out of the casino funds, they take 

$21.1 million and include dental services dentures, optical 

services, and podiatry. So, we have included that in what we recommend 

for the medically-needy program. 

ASSEMBLYMAN FRELINGHUYSEN: If there is a word I would like 

you to change, it would be to change "nibbling" to another description. 

(Whereupon Mrs. Edelson laughs at Assemblyman Frelinghuysen's request) 

I don't find that people are nibbling down here at all. I think their 

appetite is rather voracious and insatiable. I am glad you are willing 

to be a watchdog by making sure that we ha~e enough funds, and that 

there are not too many demands being made on the casino funds. Thank 

you. 

ASSEMBLYMAN WATSON: Thank you, Assemblyman. Assemblyman Tom 

Dever in. 
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ASSEMBLYMAN ll:VERIN: Edith, I appreciate your support, and I 

understand that asking you to pick a priority for the casino funds is a 
very difficult thing to do. However, like you, I think the health care 

of the senior citizens is just as important as having a light on or off 
in their homes. Without their health, they have nothing •. 

In answer to your question, Mr. Frelinghuysen, the medically­
needy program will take care of some of the dental work, so nibbling, 

or grabbing, or biting at that fund is not what we are going to do. 

I say this to you publicly, and I will say it again: The 

casino funds have not been overtaxed; they have not been over-spent. 

There is more money there than anybody really wants to realize. And, 

when we sit down and figure this out, we will realize that with the new 

casinos there will be sufficient funds to fund this and other 

programs. I appreciate your coming, Mrs. Edelson. 
ASSEMBLYMAN WATSON: Mrs. Edelson, I would just like to add 

to what Assemblyman Deverin is saying. The Legislature is very aware 

of the amount of available casino revenue funds, and it will ensure 

that the programs wi 11 not exceed the revenues. On top of that, the 

casino revenue funds are targeted for the poor and the disabled. We 

will always keep that in mind. 

Assemblyman Weide!, would you care to ask any questions? 
ASSEMBLYMAN WEIDEl: No. 

ASSEMBLYMAN WATSON: Hearing no other requests, I would like 

to thank you for appearing here this morning. 
Mr. Malanga. 

SAL MALANGA: I was elected, for ten years, to the Executive Board of 
the New Jersey federation of Senior Citizens. I am in favor of this 

bill, A-608. At the same time, I am on the Board of Directors of the 

Essex County Council and I am an honorary member of the State Council. 

I wish you to implement A-608 immediately. That is all I have to say. 

ASSEMBLYMAN WATSON: Thank you, Mr. Malanga. Are there any 

questions for Mr. Malanga? (no response) Hearing none, I want to 

thank you for coming, Mr. Malanga. 

Is Mr. Joseph Morris . in the hearing room? (affirmative 

response) Mr. Morris is representing the Department of Health. Good 

morning, Mr. Morris. 

JOSEPH ~RIS: Good morning, Assemblyman. 
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ASSEMBLYMAN WATSON: Do you have a prepared statement, Mr. 

Morris? (affirmative reply) Thank you. 

MR. MORRIS: Good morning, Mr. Chairman, and thank you very 

much for the opportunity to appear before your Conwnittee on behalf of 

Commissioner Goldstein. Unfortunately, a prior commitment by Dr. 

Goldstein prevents his appearing before you. He is addressing the 

Commission on Alzheimer's Disease, a very serious disease and one that 

is very crippling and debilitating, affecting citizens from all walks 

of life; otherwise he would have appeared before you today. 

I will present our general conwnents regarding the medically­
needy legislation, but first I would like to address a specific issue 

which was addressed to Commissioner Goldstein in a letter, dated June 

28th. That issue was one regarding the amount of uncompensated care 

for the medically indigent, or bad debts which could be attributed Jto 

the population who will be affected by this bill, and how much that 

made up the approximately $200 million in uncompensated care. 

Unfortunately, precise calculations of the uncompensated care 

costs that would affect certain persons or households are not 

possible. The Department of Health does not calculate data on that 

specific a level to be able to give you that detail. 

The amount of uncompensated care in all the hospitals varies 
by geographical location, .. and as one can expect, the inner city and 

urban hospitals have a greater degree of uncompensated care. On a 

gross level, we can estimate that approximately 20 percent of all 

uncompensated care is due to outpatient services, and 80 percent of it 

is related to inpatient services. 

To the extent that the Medically Need Bill covers services 

for outpatient and inpatient services, then the effect of this 

legislation, aside from those cited by Commissioner Albanese in terms 

of the human element, from the Department of Health's perspective would 

reduce the pressure we see right now of ever increasing uncompensated 

care burdens on the hospitals, which under our DRG system is then 

shifted to other payers, such as Medicare, Blue Cross, and commercial 

insurers. 

The New Jersey Medicare/Medicaid waiver expires on December 

31, 1984. The Department of Health is currently in the process of 
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applying for an extension of that waiver for an additional three 

years. A crucial factor in the ability of New Jersey to extend these 

waivers would be the assurance that New Jersey can make to the federal 

government that what will be paid out from New Jersey's DRG system will 
be no more than what Medicare would have paid under its own perspective 
payment system. 

Key in that is, hospital seryices which result in 
uncompensated care are then included in all other payer's bills. And, 

to the extent that we can keep the burden of uncompensated care lower, 

we decrease the differential between what the New Jersey system would 

have Medicare pay out and what its own system would produce. So, a 

desired effect from ·this bill would also be to address - the 

uncompensated care burden, rather than having it all picked up by 

Medicare and jeopardize the waiver. 

What I would like to do now is to make some general comments 
about the legislation itself. Upon reviewing this legislation, we 
support the substance and intent of such a program, which would extend 

health care coverage to low-income population groups who are not 

income-eligible for such assistance programs as Aid to families with 

Dependent Children or Supplemental Security Income and their 

accompanying Medicaid coverage; yet, who are below the federal poverty 

level. In view of the enactment of more restrictive ArDC guidelines 

and pockets of high unemployment levels, it seems appropriate for a 

highly urbanized and prosperous State, such as New Jersey, to join the 
approximately 30 other states which provide coverage to the medically 

needy, as permitted under revised federal Medicaid regulations. 
It is also appropriate that the major groups to initially 

benefit from this are children and pregnant women. It is self-evident 

that, given the high cost of living in this State, many unemployed and 

underemployed families must use the greater part of their incomes for 

basic subsistence i terns, such as housing and food, and consequently 

cannot afford to pay for private medical care and insurance coverage. 

What basic health care coverage is made available to the marginally 

employed does not provide for the crucial ambulatory and preventive 

care services which can prevent serious and more costly medical 

problems in the young and unborn. As low-income children have been 
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shown to be at higher risk of. illness and disabling health problems, 

the long-range costs to the health care system cannot be ignored. 

In addition, may poor people who are not eligible for 
Medicaid coverage, particularly in the large inner cities, turn to 

hospital emergency rooms and use them as primary health care 

providers. In New Jersey, this costly uncompensated hospital care for 

the poor element is paid for through the hospital rate-setting 

mechanism under Chapter BJ, Public Laws 1983, and the Health facility 

Claiming Act of 1971. 

As I indicated, these are provisions included in the Medicare 

and Medicaid Waivers, and these costs for uncompensated care, which are 

increasing, result in an additional burden on third-party payers, and 

jeopardizes those Waivers for the New Jersey DRG system. While 

hospitals currently receive payment for services rendered to the 

medically needy lXlder New Jersey's Medicaid Waiver, this may not be 

renewed beyond three years, and in 1987 the inner city hospitals may 

face financial disaster in carrying out their service responsibilities. 

\~e would support the options identified by the Department of 

Human Services to extend this medically-needy coverage to the aged, 

blind, and disabled for the same reasons as above. 

Obviously, the greatest impact with regard to the Medicare 
Waiver will be those opti-0ns in the medically-needy bill which include 

coverage of hospital services to all affected populations. The 

Department of Health supports the coverage of both hospital inpatient 

and outpatient services. 

At the pleasure of the Chairman and the Committee, I would be 

more than willing to answer any questions, Mr. Chairman. 

ASSEt-eLYMAN WATSON: Thank you, Mr. Morris. I have a couple 

of questions I would like to ask you. 

Would the Department, in cooperation with the New Jersey 

Hospital Association, lXldertake a one-time. study as to the numbers of 

indigent persons who utilize hospital services and who would qualify 

for a medically-needy program? 

MR. MORRIS: Such a study, if we pursued it, would have to be 

done on a sample basis., We wou.id have to pick selected hospitals 

because the detail upon which we would have to base this investigation 
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would include going back into the financial records of the hospital 

from a prior period, going back into the records of the detailed 

interviews of the patients, and looking into those records to determine 

income levels. 

ASSEMBLYMAN WATSON: That's what we are looking for -- just a 

sampling. Could you, as an administrator, pick a certain week and just 

take that week and do a study for us, to make us aware of just who 
would be using this kind of service? 

MR. MORRIS: What I could do is-- Since requirements of the 
hospital are more akin to retrospective data collection, we would be 

more than willing to work with the New Jersey Hospital Association to 

devise that kind of study, and to indicate how they should proceed to 

take to take a sampling projection. 

I myself, or my staff, could not do it. It would have to be 

done by the hospital staffs. I do believe such a study could be done; 

however, I would have to consult with the hospitals in the Association 

regarding how to pick a sample and do it with as much reliability as 

possible, without making it too much of a burden for them. 
ASSEMBLYMAN WATSON: I think the initiation should come from 

the Health Department with regard to the way we would like to see it 

done as a Committee. I would like to have that kind of information so 

that we might be able to;- along with other evaluation studies we are 

doing, come up with some idea. I would like to see that done. 

MR. MORRIS: I agree with you. The nature of my remarks were 

that I do not have the staff to go out and do this myself, but I assure 

you that we will certainly talk with Mr. Scibetta of the Hospital 
Association in order to try and find out how his member hospitals could 

participate in such a study. 

ASSEMBLYMAN WATSON: Would you be so kind as to keep this 

Committee informed on how you are approaching this situation? This is 

a very important part of this piece of legislation. 

MR. MORRIS: I certainly will, sir. 

ASSEMBLYMAN WATSON: By regulation, the Department must 

monitor the amount of uncompensated care -- bad debts reported by 

hospitals. To what extent does the Department monitor this provision? 

40 



MR. MORRIS: The monitoring is one of an audit function. We 

use retrospective years, after the hospital has closed out their 

financial records. We employ subcontractors -- Blue Cross and 

Prudential Insurance Company -- who have auditors on their staffs. 
They go out and they review the hospital records on a sample basis to 

assure that the amounts written off for uncompensated care or bad debts 

are legitimate, and that the hospitals followed adequate credit and 

collection procedures. At this point in time, it is a process of 

verifying that an account -- one that is written off as uncollectable 

-- was indeed uncollectable. We do not keep data as we go through this 

process as to "this person's income was this le~e l or that level." 

But, that is how we make sure the amount of uncompensated care was 

appropriate, and that someone was not just letting a very wealthy 

individual avoid paying his bill. 

ASSEMBLYMAN WATSON: Could you, in any way at all, tell us 

what your audits have determined so far with regard to this? 

MR. MORRIS: The audits, to date, show generally -- with 

regard to your question -- that it seems about 20 percent of the total 

uncompensated care burden of approximately $200 million is for 

outpatient services; and, of course, the majority 80 percent -- is 

for inpatient services. The reason for that is because of the 

costliness of the inpatient services. 

ASSEMBLYMAN WATSON: What amounts are involved -- insofar as 

bad debts and things like that are concerned -- in these hospitals? 

What are we talking about in terms of the dollar amounts? 

MR. MORRIS: By specific hospital, or just by aggregate sum? 

ASSEMBLYMAN WATSON: Just give me an idea. Say it is a 

speci fie hospital. Where does that fit into the category of all of 

of them put together? Is there a norm? Just what kind of a situation 

are we in with regard to dollar amounts? 

MR. MORRIS: Generally speaking, uncompensated care is 

approximately six percent of total hospital revenues, which roughly 

runs into about $200 million. It varies by hospital. Some hospitals 

may have even less than one percent uncompensated care and bad debt, as 

opposed to other hospitals having ranges of up to 15 percent. 

ASSEMBLYMAN WATSON: Who verifies this, your Department? 
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MR. MORRIS: The auditors working for our Department under 
contract. 

ASSEMBLYMAN WATSON: 
verifications? 

Are you satisfied with those 

MR. MORRIS: Yes, to date we are. 

ASSEMBLYMAN WATSON: Assemblyman Frelinghuysen. 

ASSEMBLYMAN FRELINGHUYSEN: Thank you, Mr. Chairman. My 

conments are piggybac~ed on the Chair's question. Hospitals -- I am 

active with one hospital -- do have information relative to indigents. 
The six general hospitals in our neck of the woods have a working 
relationship with the county government, and the county has 
historically provided, even under the DRG Program, a certain amount of 

county tax dollars to pay for indigent health care -- in other words, 

I guess you would categorize this as unpaid bills. I think our 

hospitals have an analysis of the number of individuals who come 

through their doors -- as has been stated by others here, and you as 

well -- primarily for emergency help. I think that data exists on the 

local hospital level, and I am sure the Hospital Association may have 

that data. 

I have a question. Are you assuming that this bill includes 
hospital inpatient services? It is one of the options that has been 

identified, but as I understand it, it is not option number one or 

number two. Are' you assuming something? 

MR. MORRIS: No, I wasn't assuming anything, sir. That is 

why in my comments I said the Department of Health supports the option 

which includes services for outpatients and inpatients at hospitals. I 
believe that is option three. 

ASSEt-eLYMAN FRELINGHUYSEN: All right. I am not trying to be 

antagonistic. 

MR. MORRIS: No, I am not trying to be either. 

ASSEMBLYMAN FRELINGHUYSEN: I am just trying to draw out some 

information. 

I do have another question, but I will yield the floor to 

someone else. 

ASSEMBLYMAN WATSON: Y.ou can ask your question, Assemblyman. 

ASSEMBLYMAN FRELINGHUYSEN: I will wait. 
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ASSEMBLYMAN WATSON: You care to wait? That's fine. 

Assemblyman Kavanaugh. 

ASSEMBLYMAN KAVANAUGH: Mr. Chairman, through you, if we are 

moving down to option three, are you familiar with-- If I am correct 
-- maybe one of our staff people can tell me wouldn't we be going 
into option three? 

MR. KOHLER: Yes. Inpatient hospital care is not included in 
option 1 or 2. 

ASSEMBLYMAN KAVANAUGH: You would have to go to three. I was 

not here earlier when Assemblyman Deverin was talking, but I think we 

have moved ourselves out of option one and two and we have gone from 

$35 million up to $100 million with that response. 

MR. MORRIS: In the information that has been provided to the 

Department of Health, and in the basic bill, as it appears now, it is 

not clear in the flexibilities given to the Commissioner of Human 

Services. It has been indicated that this bill has the potential to 
reduce uncompensated care and effect the ability of the State to retain 

the Medicare Waiver. So, my comments were such that this bill can only 

affect the Medicare Waiver to the extent that it applies to hospital 

inpatient and outpatient services. And, if it is $100 million and it 

didn't cover inpatient and outpatient services, then there is no effect 

on the Medicare Waiver. lf it is $35 million, however, and $30 million 

is for hospital services, then it does have an effect. So, I cannot be 

precise in my answer, except to say that in order for it to provide a 

benefit to the Medicare Waiver, the services ha'.le to be included for 

hospital inpatients and outpatients. And, by no means am I trying to 
connote support for a $100 million program as opposed to a $35 million 

program. I am just trying to give information to t~e Committee so-that 

you don't think a program will be beneficial to the Medicare Waiver 

unless you realize it affects hospital services. 

ASSEMBLYMAN KAVANAUGH: I remember when we were talking about 

the PAA Program. I can still remember those numbers being $6 million 

and $8 million. I think that we are certainly aware of the need, and 

we want to respond to our constituents and the people of New Jersey. I 

also think that we have to tread very cautiously. 

43 



You, as Assistant Commissioner, are the expert as far as 

DRG. If anyone talks about it, Joe Morris is the guy who knows all the 
answers. I appreciate that. The only thing is, as we go through the 

alternate service packages and we look at cost, I think we cannot bury 
our heads in the sand just because of pressures. We all have seniors 

and disabled people in our immediate families. 

I have looked at these things, and some of them are a little 

frightening, because the figures that come forth range from $35 million 

to $200 million, and we are not sure, with the spend-down, ~ere we are 

going to end up. That is the thing that frightens me. I think it is 

·very important for this Committee, during the hearing today, to find 

that bottom line. I think it would be worse if we promise -- and this 

is ~at has been done in the past -- that we are going to do things for 
people, and then we can't afford to keep that proinise. I am concerned 

that we are going to raise people's hopes and enter into almost a 

verbal contract with our citizens as their elected officials, and then 

down the line we are going to see that this is a runaway program. 

I certainly admire what Assemblyman Dever in has introduced; 

I think it is something we should strive for. But, it is like riding 

horseback without a bridle or a saddle; I wouldn't want to end up, 

after I get out in the field, being unable to control the horse. 
ASSEMBLYMAN WATSON: Just one minute, Assemblyman. I would 

just like to ask a question. Absent this legislation, ~at would the 

cost of the Medicare Waiver be? 
MR. MORRIS: I'm not sure I understand. Do you mean the cost 

to Medicare, under the Waiver, to pick up uncompensated care? 
ASSEMBLYMAN WATSON: What would the cost be? 

MR. MORRIS: Approximately $90 million is what Medicare is 

picking up in lf"lcompensated care payments under the Waiver. 

ASSE~LYMAN WATSON: If we did not get the Waiver, what would 

the State cost be? 

MR •. MORRIS: At the Joint Appropriations Committee meeting, 

the Commissioner indicated that there are two ways of looking at that. 

One involves the $90 million that Medicare would not pay. If we assume 

that Medicare would allow the Federal portion of the Medicaid Program 

to go up if the State included. a medically-needy bill that would cover 
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the services for that amount of uncompensated care, it would be 

approximately $45 million, with another $45 million in Federal match. 

That is the lowest number that would meet that $90 million gap. 

Now, the problem inherent with that simplistic assumption is 

that one can pass a bill and make sure you only pick up the services in 

hospitals, but utimately you would then have to pass a bill that would 
entitle recipients to any number of other services, and that would cost 

more than the $45 million. 
In the absence of the Medicaid Program doing it, the other 

two options are, direct appropriations to the hospitals, or the ability 

of the hospitals to save through the way they provide their services -­

say there is a lesser amount of services -- and to include the 

provision of uncompensated care to the remaining payers who are in the 

system. 

ASSEMBLYMAN WATSON: Assemblyman Frelinghuysen. 

ASSEMBLYMAN FRELINGHUYSEN: Mr. Chairman, Commissioner 

Albanese provided each of us with the medically-needy material and New 

Jersey's options. I draw the Committee's attention, and perhaps the 

Assistant lon.1eiissioner's attention, to pages 13, 14, 15, and 16 of a 

bi 11, where the inpatient hospital cost is anticipated for adults, 

needy children, needy disabled, blind, and medically-needy aged. It 

might be valuable to have.the Department of Health verify, or at least 

do their own homework, perhaps, so that the Committee would then have 

at its. fingertips the opinion of the Department of Health regarding the 

Department of Human Service's figures on anticipated cost. I think 

that might be extremely valuable, because the · total of what 

Commissioner Albanese . provided comes to $111 mil lion, which is a 

considerable sum of money for inpatient hospital care. 

ASSEMBLYMAN WATSON: Is that a request to the Chair, that you 

would like that to be done? 

ASSEMBLYMAN FRELINGHUYSEN: If it is possible. It might be 

valuable. 

ASSEMBLYMAN WAT SON: Could you repeat your request again, 

please? 

ASSEMBLYMAN FRELINGHUYSEN: Referring to pages lJ through 16 

of Commissioner Albanese's Medically-Needy, New Jersey Options Report, 
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provided to this Committee -- and I believe you have a copy also -- if 
we could get the Department of Health's anticipated figures, and 

perhaps reaction to INhat the Department of Human Services has provided, 

I think that would be helpful. 

I have one additional question ~ich has to do with-­
ASSEMBLYMAN WATSON: (interrupting) Before you go to your 

other question, that is a request that you want to deliver through the 

Chair? 

ASSEMBLYMAN FRELINGHUYSEN: Yes. 

ASSEMBLYMAN WATSON: We will send that to you in writing. 

(speaking to Mr. Morris) 

MR. MORRIS: Okay. Just so I understand, what you are 

basically looking for is the Department of Health's verification, or 
its estimate of what these figures would be, is that correct? 

ASSEMBLYMAN FRELINGHUYSEN: Yes. 

ASSEMBLYMAN WATSON: All right. Assemblyman, you still have 
the floor. 

ASSEMBLYMAN FRELINGHUYSEN: I have one other question. I, 

with the full cooperation and assistance of the Commissioner, made up a 

resolution to the Joint Appropriations Committee that would set up a 

prenatal program. Perhaps one already exists, but at least in that 

case it was an additional$625 thousand. As I understand it, is there 

a renewed effort on the part of the Commissioner and the Department to 

see that program develop, and does it have a bearing on this proposal 
we are discussing here today? Are you familiar with that? 

MR. MORRIS: No, I am not familiar with that. I believe that 
comes under one of the other Divisions' community health services. 

ASSEMBLYMAN FRELINGHUYSEN: Would you be able to provide 

as was provided to me -- background information to the Chair for this 

Committee? That was a very positive program which we have not given -­

perhaps due to the lack of funds -- enough attention to in the Joint 

Appropriations Resolution process. 

ASSEMBLYMAN WATSON: I would just like to make you aware of 

the fact that earlier we questioned Commissioner Albanese on that, and 

under Federal law we are doing most of this now in the prenatal 

care field. 
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ASSEMBLYMAN F'REL INGHUYSEN: We may be doing some of it, but 

Commissioner Goldstein seemed to have a desire to do more, and maybe we 

could just take a look at exactly what that proposal was, or at least 

have the information available. 

ASSEMBLYMAN WATSON: All right. Would you repeat your 

request again to the Chair? 

ASSEMBLYMAN FRELINGHUYSEN: One of the Joint Appropriations' 

Resolutions, that was introduced but not acted upon, was a request from 

the Department of Health for a prenatal program -- I believe it was a 

pilot program. My request is to have provided, through the Chair, 

background information on that program so that we can have it for our 

review. Thank you. 

ASSEMBLYMAN WATSON: Thank you, Assemblyman. Assemblyman 

Dever in. 

ASSEMBLYMAN r£VERIN: I am a little concerned about this $100 

million. We are not talking about that kind of money at all. As far 

as the DRG is concerned, if we are going to lose that Waiver we are 

going to go back to where we were before this became a fact. Indigent 

care will be picked up by the hospitals, by the patients who pay, or by 

the county -- which will make an appropriation to pick it up -- or else 

the hospitals will go bankrupt,. especially the inner city hospitals. 
Am I aiming my remarks in_ the right direction? 

MR. MORRIS: Except for one thing. It will not precisely 

go back to what we had before the amendments, because Medicare, right 

now, has changed its method of reimbursement and it has a perspective 

payment system of its own. 

ASSEMBLYMAN DEVERIN: But, if we don't get the Waiver, 

somewhere along the line the hospitals are going to get-- There is 

going to be about $90 million voted on that someone is going to have to 

pay in those hospitals. 
MR. MORRIS: That's a very good way of projecting it. 

ASSEtf3LYMAN DEVERIN: Now, let me ask you a question. 

Whether we give you inpatient care or outpatient care, if we don't give 

you inpatient care, does the Department still feel that this is a 

pretty good piece o.f legislation? 
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MR. K>RRIS: Yes, it does, sir. Tne nature of my ocmnents is 

to make sure that the camti.ttee understands we support the 

legislation. we don't want you to misconstrue the effect it will have 

ai the Medicare Waiver. But, you are entirely correct, we sui:tX>rt the 

legislation even if it doesn't affect the inpatient services. one 
distinction to make is that the Department of Health will still be 

under considerable pressure to make sure that the New Jersey system is 

sufficiently rigorous to provide un<Xllp!nsated care for everyaie and 

still retain the Medicare waiver. 

ASSEMBLYMAN ~= '!bank yoo, Asseni>lyman Deverin. would 

any other Conmittee ment>er care to speak? (no response) Hearing none, 

thank you for appearing this afternoon, Mr. Morris. we will be sending 

you sane questions to be answerea. 

MR. t«:>RRIS: Thank you very much, Mr. Chairman. 

ASSEMBLYMAN ~: Craig Becker, fran the New Jersey 

Hospital Association. 

I would just like to announce to the audience that we intend 

to go right straight through. we are not going to break for lunch. 

It is inportant that we sit here and go through the witness list. 

CRAIG A eaaam: Thank you, Mr. Chairman. I think IIDSt of my cxmnents 

have already been made by Deputy Coomissioner Morris, and also by 

Coomissioner Albanese, ~ .. if I may, I would like to just reiterate sane 

of our main concerns regarding the potential loss of the DIG Medicare 

Waiver. 

we feel the $90 million is a very real figure. It is a grave 

concern that it will have to be made up sanehow. The positiai of the 

Hospital Association is that any bill that can help us surroount this 

problem, or take care of this $90 million shortfall, is a good piece of 

legislation. our main concem is, shoold be lose oor Waiver, many of 

our inner city hospitals, am many of our teaching hospitals, will be 

faced with bankruptcy. we saw this prior to the DR; waiver - the o~ 

experiment that New Jersey has undertaken - am it has ~ our belief 

that New Jersey has always been in the forefront in taking care of the 

disabled and the elderly, J:7.r' providin:J access to all. Therefore, we 

consider bills like A-608 to be good legislation, and it would be 

helpful to us should we lose this Medicare Waiver. 
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If I may, I would like to just add one more thing. We will 

work very closely, as we have in the past, with Mr. Morris on getting 
you the information you requested. I am sure the Association will be 

as helpful as it possibly can. 

ASSEMBLYMAN WATSON: Thank you, Mr. Becker. I would just 

like to ask you the same question I asked Mr. Morris with regard to the 

study -- the joint study between your Association and the State with 

regard to the medically needy. It would be a one-week study on the 

different kinds of pat.ients you have coming in. That would give us 

some handle on the percentages we are looking for. 

MR. BECKER: I am sure the study can be completed. I am not 

sure one week would be representative, particularly because of all the 

variations. I am not really a statistician, but working closely with 

our financial people I am sure they can come up with a statistic that 

will be agreeable to you, the Committee. 

ASSEMBLYMAN WATSON: I think we would accept your opinion 

regarding the best way to do it; you are the expert. 

MR. BECKER: Sure. 

ASSEMBLYMAN WATSON: Whatever it takes to give us the kinds 

of percentages that would make us feel are a little more reliable than 

we are presently working with would be great; You can expect some 
letters from us with regard to this. 

Does anyone else care to ask any questions of Mr. Becker? 

(no response) Hearing none, Mr. Becker thank you again. 

Do we have a Mr. Pike from the University of Medicine and 

Dentistry here? (affirmative response) Mr. Jim Pike. Do you have a 

prepared statement, Mr. Pike? 

JAMES PIKE: No, sir, I don't. ~od afternoon, and thank you for 

letting me present a very brief statement this afternoon. I guess one 

of the advantages of being close to last is that it has all been said 

before. 

As a provider of health care to a large population of the 

medically indigent, University Hospital strongly supports Assembly Bill 

608, which would provide medical assistance to the medically needy. 

Thank you. 
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ASSEMBLYMAN WATSON: That was quite short. I don't suppose 
there are any questions. Thanks a lot for your appearance today and 

for your support of this bill. 

MR. PIKE: Thank you. 

ASSEMBLYMAN WATSON: Would there be a Ms. Carol Kientz from 

Christ Hospital Home Health present? (affirmative response) Good 
afternoon, Ms. Ki.entz. 

CAROL KIENTZ: Good afternoon. 
ASSEMBLYMAN WATSON: Do you have a prepared statement? 

MS. KIENTZ: I do, sir, with an apology and an explanation, 

if I may. I think you will quickly notice the number on that text is 

incorrect. I am a last minute fill-in here for our organization, and 

the typist was commandeered at the last minute, very quickly, and given 

mixed signals in her chore to type the text very fast. I have to 

apologize both to the Committee and to Assemblyman Deverin for that 

error. The text is in support of A-608, although in truth we support 
all legislation we have been currently reviewing in the State for 
medically-needy care. So, I ask you to accept my apology for that 
number. 

As I said, we support Assemblyman Deverin's bill. We find 

him to be extremely knowledgeable and compassionate about the needs of 

the people we deal with iA .. the community. 

I just want to thank you for the opportunity to speak on 

behalf of the Home Health Agency Assembly of New Jersey. We represent 

52 State certified home health agencies in this State. 

I am not going to read my text; but, rather, I am going to 
try to give you the essential points that we feel are most important. 

Our position is a simple one. There is a large reservoir of 
unmet needs in all communities in New Jersey. Most of those needs are 

for basic, simple services which would keep people in their homes, 

where they want ta be, and would keep them clean, safe, and fed, which 

they deserve to be. 

Basic part-time help and care at home for the medically needy 

who are elderly and disabled can reduce the enormous nursing home bill 

being paid by the taxpayer, since without this care at home people are 

often forced into nursing homes by means of Medicaid, with its higher 

eligibility limits for that type of care. 
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Some also believe that these needs can be met in other ways-­

for example, Medicare. One of the saddest misconceptions of the 

elderly is that Medicare will meet most of their health care needs. In 

fact, it covers none of the day-to-day survival needs which the 

chronically ill experience. It was designed essentially for doctors' 

and hospitals' costs during periods of acute illness. Most of the 

elderly have chronic conditions, and chronic maintenance care by 

definition is not covered by Medicare. 

It is not unusual for a 70 or 80-year-old to have heart 

disease, arthritis, diabetes, and lung disease, or the remnants of a 

stroke which has left that person in a wheelchair. If such a person 

wants to stay at home to live out his or her life, I hope there is a 

good family to assist them, and either lots of money or so little that 

they qualify for Medicaid, because otherwise they are out of luck. 
Medicaid will not touch that type of cost with a ten-foot pole. 

I would like to just share the experience of one woman that I 

described in my text, who is not in that elderly category. Sometimes I 

think we lose sight of those disabled in the middle-aged spectrum, 

particularly those with the devastating disease of multiple sclerosis. 

Mrs. A. is a lady in her 40's, and she has had multiple sclerosis for 

several years. It is a disease which strikes the young adult and can 
progress within a few years to severe disability -- I mean total, 

bed-bound inability to do anything for yourself. But, you don't die 

from this; you live for years and years in a bed. 

Again, it is a chronic condition; therefore, although Mrs. A 

is bed and wheelchair bound, she does not qualify for Medicare 

assistance. She does have Medicare, but it will not pay for the care 

she needs at home. 

She lives with her husband, whose income is marginal, but 

just enough to disqualify them for Medicaid. The irony of her 

particular case is that if she were less motivated and determined, she 

could have the help of a nurse and a home health aide at home several 

days and several hours -- for instance, three to four hours a day 

Monday through friday by means of Medicare. But, because she chose to 

fight her disease and maintain control over her bladder, she cannot get 

that help. 
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You see, there are a lot of clauses in Medicare, and in this 
situation if she were incontinent and she needed something called a 
catheter to drain her bladder, we could provide her help under Medicare 

because we would be dealing with the care that a catheter requires. 

But, she doesn't need that catheter because she had the courage and 

determination to fight that problem of her disease. So, the existence, 

or lack of existence of a plastic tube means the difference between her 

being home alone during the day while her husband works, without any 

care, and not getting that care. 

I ask you to look over some of the other examples. We have 
tried to give you some in all age spectrums. One of the other 

misconceptions we deal with is that ~eople often feel there are other 

programs in the community: "If Medicare will no longer help Mrs. A, 

isn't there something else?" 

We do have Title 20 help in many of our communities, but in 

Jersey City, for example and the experience seems to be true 

throughout the State -- there is such a waiting list -- now 125 people 

-- for Title 20, which is basic help at home for personal care and 

everyday needs. It is part-time care, and that list of 125 means that 

those people essentially won't get_ any help this year from Title 20. 
They will be lucky if their number comes up early next year. That also 

means that most of them.'- because they are elderly, will wind up, 

instead, in a nursing home, back in the hospital -- because they have 

gotten sick again -- or they will be dead before Title 20 can come to 

their assistance. 

Other programs are going out of existence, such as the Senior 

Companion Program. We still have one in Jersey City, but it is 

teetering on the verge of extinction because it is an expensive program 

to administer, and the funds just aren't there to do it. 

All in all, we have had to deal with many, many cases like 

this, only to give them the sad news that there is very little, if any, 

help to assist them, and for that reason -- as I said -- we support any 

legislation which will assist the medically needy. We feel this bill 

is a significant step in the right direction. 

It is obviously not a magic wand to help everybody, but I 

don't think we as a State, or any state, can afford to do that. But, 
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we do support these efforts, and would certainly assist the Committee 

in any way if there is other information we can provide. I thank you. 

ASSEMBLYMAN WATSON: Thank you, Ms. Kientz. Could you tell 

me the income levels of people using home health care? 

MS. KIENTZ: People using home health care can come from any 

income level. It is home health care, per se, just as a doctor's 

service is available to anyone who needs it. If it is covered by a 

reimbursement source, such as Medicare or Blue Cross, that 

reimbursement source would pay for it. If the person has the money to 

pay for it himself, he might be paying privately. 

So, home care, per se, is not an income-eligible service. 

ASSEt-fJLYMAN WATSON: Would you have any suggestions for us on 

that income level? 

MS. KIENTZ: Do you mean to determine what the income levels 

are? 

ASSEMBLYMAN WATSON: Yes. 

MS. KIENTZ: (continuing) Of our clients? We might be able 

to come up with some figures. Again, as the previous speaker just 

said, statistics are very poor, and we don't really have the money to 

do that kind of statistical work. 

ASSEMBLYMAN WATSON: You probably didn't quite understand 

what I was trying to get from you. What income level would you suggest 

to us would be appropriate? 

MS. KIENTZ: I'm sorry, I understand you now. We would 

support, ideally, the 130-plus eligibility, with support option 2. We 

can certainly understand if eligibility has to be started at a lower 
base, Assemblyman, the results of that would have to be evaluated. 

But, we feel that would be reasonable. 

If I might just speak to the resource problem -- eligibility 

in terms of financial resources 1500 certainly isn't very much, and 

that is a problem. I might just say if that is determined to be the 

level that must be used, that some means, if possible, should be worked 

out to cut the red tape as quickly as possible. 

This week I am working with a woman who probably will be 

reinstitutionalized because she has gotten very sick, emotionally, from 

a lack of resources. She came home from a State hospital after many 
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months with $1600 in the bank. She is eligible for SSI, but it took 

over four months to get that. SSI reinstated, simply because of paper 
work and the fact that she was about $100 over the limit and had to 

spend-down. She spent down within a week because she owed rent, she 

had to buy over $50 worth of medication the first week she was home, 

she had things stolen and had to buy sheets -- she was faced with all 

the little things that happen to people. But, it took four months to 

get all of that validated, with photocopies of bankbooks, etc. She now 

has less than $300 left, and she is so emotionally devastated that, as 

I said, she will probably be reinstitutionalized this week. 

So, if red tape can at least be done in such a way that 

people have the knowledge that the $1500 won't disappear before they 

are eligible, that would certainly be a kindness. 

ASSEMBLYMAN WATSON: The estimates here for home health care 

under this program are close to $20 million. 

MS. KIENTZ: I realize what it might cost. I think, again, 

it is difficult to estimate. Some people could get by with care that 

would cost $50 to $100 a week. Others might need care that would cost 

$200 or $ 300 a week. It is variable, but, yes, I think that is 

probably accurate. 

ASSEMBLYMAN WATSON: Are there any other questions? 

Assemblyman f relinghuysen ... 

ASSEMBLYMAN FRELINGHUYSEN: I think we all recognize that you 

do good work, and you work with some difficult clients. I know, coming 

from a county background, that our County Welfare Board works very 

closely with VNA and the Visiting Homemaker Service. 

We seem to be collecting quite a lot of statistics around 

here, but I believe that County Welfare Boards would be able to 

provide, perhaps through the Department of Human Services, or through 

your Association, statistics regarding the number of clients they are 

dealing with -- not only the ones they are able to deal with because of 

available resources, but also estimated figures on those they can't 

serve because of the lack of money. 

I know in some counties there are county government contracts 

with VNA's and Visiting Homemaker Services and it might be good to get 

those dollar figures from the 21 counties as to what some of the 
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counties are doing. Quite frankly, I don't mind State government doing 

a lot of this, which, of course, is the'basis of this program; however, 

I think it is also a positive factor to have the county level of 

government doing their fair share of this. It is the 

County Social Worker who is closest to the people in need. This 

follows some of the comments we heard from previous speakers. I would 

like to echo that I think County Welfare Board social workers are very 

close to the problems, and they are close to the providers, such as you 
or the groups you represent. 

Thank you, Mr. Chairman. 

ASSEMBLYMAN WATSON: Thank you, Ms. Kientz for appearing here 

today. 

Is Mr. Keiserman present? (affirmative response) Mr. 

Keiserman and Mr. Tergis. 

DAVID KEISERHAN: Mr. Tergis stepped out for a moment. He will be 

right back. 

ASSEMBLYMAN WATSON: Okay. 

MR. KEISERMAN: Hovever, if I may, I will proceed. 

ASSEMBLYMAN WATSON: Sure, that will be fine. 

MR. KE ISERMAN: Thank you. Mr. Watson, and ladies and 

gentlemen of the Appropriations Convnittee, thank you for giving me this 

opportunity to present the views and concerns of the more than 20, 000 

members of the Monmouth County Senior Citizens Council. 

My name is David Keiserman. I live at 5K Pine Cluster 

Circle, Manalapan, New Jersey, and I am President of this Council. 

This Council views with alarm the vast array of bills that 

are filed each year that look for financing from the casino revenue 

fund. While we are well aware of the much needed benefits that these 

bills can provide, we are also very aware of the limitations of these 

casino funds. The Monmouth County Senior Citizens Council, and every 

major senior citizens organization in t!"!t State of New Jersey, has 

supported the establishment of a legislative commission to review the 

disbursements of casino funds. Are these funds being utilized in the 

best way possible? 

last year, SCR-75 was passed, establishing a review 

commission. Unfortunately, no commission was appointed, and the 
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legislation died. This year -- and I understand it was just this past 

week ACR-104 and SCR-97 passed, again establishing a joint 

legislative commission to review casino fund expenditures, and to make 

reconmendations. 
Also pending is AJR-27, which directs the Department of 

Health to conduct a study and make recommendations for the development 

and implementation of a Social Health Maintenance Organization 

program. Incidentally, that program has been proven throughout the 

country as being very cost-effective. If we continue with the cost 

figures, the same procedures, and the same programs we are following, 

we will never be able to afford the terrible increase in the cost of 

medical care and hospital care. Fortunately, the DRG Program has 

helped to contain hospital costs. But, this same program of doctor 

care, etc., has just been overly-expensive and it is running away at 

three times the actual rate of inflation. 

In addition, every major senior citizen organization in the 

State has voted home health care and rental assistance as their highest 

priority programs -- and those most needed by senior citizens. 

We do not question the need for this medically-needy program, 

nor do we question the good intentions of the many other good bills 

pending. But, we are acutely aware that the Casino Revenue Fund is 

projected to receive an income of $160 million this fiscal year, and 

already $176 million has been appropriated. 

Thanks to a surplus carried over from last year, some very 

limited funds are still available. We call upon this Committee to 

restrict further casino revenue expenditures until a complete review of 
all programs currently being funded from this source is done and 

recommendations are received. We must make certain that all future 

programs provide the most benefits for every dollar spent. 

Thank you for allowing me this time to make this presentation 

to you. 

ASSEMBLYMAN WATSON: Mr. Keiserman, thank you for appearing 

here today. I see that' you directed your remarks to a specific part of 

the expenditure in the bill and not the bill itself. We are discussing 

the bill today. I let you continue because of the fact that it is, in 

the end, part of what we are going to discuss -- the funding. 
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MR. KEISERMAN: Well, more than half of the funding is coming 
from the State. 

ASSEMBLYMAN WATSON: If you have anything to say insofar as 

the need for the bill is concerned, I would like to hear that from you. · 

MR. KEISERMAN: The need· definitely exists, Mr. Watson. 

There is no question about that. The need does exist. What we would 

like to see is AJR-27, which will review the various types of medical 

programs that are currently containing costs throughout the country, 

and see if they can be implemented in order to save tremendous amounts 

of money by keeping people well, rather than waiting until they are 
hospitalized -- as with HMO's, which have proven to be very effective. 

New Jersey should become more progressive and look to better 

programs, rather than just continue on with the very costly programs we 

have in effect today, which this bill will continue. 

ASSEMBLYMAN WATSON: It is my understanding that the Social 

Health Maintenance Organization referred to is an experimental program. 

MR. KEISERMAN: It is in effect in a number of areas. I can 

tell you where it is in effect. It has been proven to be very 

successful. It is in Middlesex County. It has been in California for 

many years. And, it is being used in New York very extensively as 

wel 1, and it has been proved to be very cost-effective. 
ASSEMBLYMAN WATSON: Is that the Channeling Project that is 

going to be terminated? 

MR. KEISERMAN: Yes, the Channeling Project. 

ASSEMBLYMAN WATSON: It will be terminated. 

MR. KEISERMAN: I am not that well versed in that particular 

program to go into it in depth, but I am interested in the fact that we 

should look toward new ways to provide these services in a far more 

cost-effective manner. 

ASSEMBLYMAN WATSON: Are there any other questions from the 

Committee? Assemblyman Deverin. 

ASSEMBLYMAN DEVER IN: If we funded this directly from the 

general appropriations, you would be very much in favor of the idea, is 

that correct? 

MR. KEISERMAN: No, I still feel we should look into a much 

more cost-effective plan. I feel the methods that are presently being . 
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used to provide medical care to the public are not in the best interest 

of the public. 

ASSEMBLYMAN C£VERIN: It is not a matter of just medicine; it 

is a matter of health care. 
MR. KEISERMAN: Well, when I speak of medicine, I mean the 

entire field of medicine. 
ASSEMBLYMAN C£VERIN: How can you run a statistic on people 

who aren't even in the health care system? They are simply not in it 
because they· are not eligible for it. How do you run a statistic on 

that, Mr. Keiserman? 

MR. KEISERMAN: When you say they are not in it, most of the 

time they are not in it because they can't afford it -- and that 

applies as well to seniors. 

ASSEt-13l YMAN DEVER IN: 

about. I am aware of that. 
Well, that is what we are talking 

This bill is geared to help senior 
citizens. I am kind of surprised to hear you say you are not in favor 
of it. You don't understand it, obviously. 

MR. KEISERMAN: No, I am for it. I am for these bills, but I 

would like to see studies made so these programs could be made more 

effective before they are implemented. Once they are implemented, 

invariably they just go on and on. As long as the commission hasn't 

been appointed -- The programs are there to look into, and I would like 

to see that done before the implementation of the programs that you are 

speaking of takes place, sir. 

ASSEMBLYMAN C£VERIN: fine. 

ASSEt-13LYMAN WATSON: I think the legislature and the 
Department of Health are aware of all the studies that are being done 

with regard to this, and they will be incorporated in this. 
Hearing no ottier questions, I want to thank you for your 

appearance. 

MR. KEISERMAN: Thank you, Mr. Watson, and thank you ladies 

and gentlemen. 

ASSEMBLYMAN WATSON: Is Mr. Tergis present? Mr. Tergis is 

from the New Jersey Council of Senior Citizens. 
JOl-W P. TERGIS: That's right. 

ASSEMBLYMAN WATSON: Do you have a prepared statement, Mr. 

Tergis? 
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MR. TERGIS: Yes, I do, Mr. Watson. You already have it. It 

was delivered this morning by Ed Keiserman. 

My name is John Tergis. I am from the New Jersey Council of 

Senior Citizens. Thank you for permitting me to testify today. 

Before you pass the issues you have before you today, we 

speaking as a senior citizen, regarding senior citizen moneys 

request that you go into all the options and priorities concerned with 

the expenditure of casino revenue funds, including home health care and 

rental assistance, before you make your decision about the issue which 

is before you today. 

We are not arguing against medically-needy at all. As a 

matter of fact, it has some elements in it which provide for home 

health ca~e. What we are saying is that there is a need to review all 

of the proposed benefits in the legislation, which is before you and 

before' the Legislature concerning senior citizens before you make your 

decision. 

We don't agree with the concept that the casino revenue funds 

are an endless source of money and will keep on coming in. If you look 

at the study which I have attached to my testimony today, you will see 

that the expenditure from the Fund for the new Fiscal Year, 1985, is 

$176 million. The income of the Fund is projected to be $160 million. 

That $160 million includes-a very liberal estimate of $20 million more 

than is provided this year. In other words, you are expecting a $20 

million increase in the fund. Naturally, you can't balance a budget of 

$176 million with an income of $160 million; you are depending on a 

very liberal estimated amount being carried over from this year. 

If either of these extremely optimistic estimates as to 

income and carryover amounts should prove to be very wrong, you will 

really have a shortfall in casino revenue funds this year. 

I think another thing which must be considered, and which I 

bring out in my report -- and we have been watching this very carefully 

-- is that there is a built-in liability, even with respect to the 

senior citizen programs that are on the books now. 

Under the PAAD Program, because the benefits transfer over as 

people reach $1200 under the old plan, they go into the new plan. 

That, with the cost of drugs, has caused the casino portion of the PAAD 
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Program to accelerate very rapidly. The same thing holds true for the 

Tax Reduction Program. And, with the present promise to increase the 

lifeline legislation by another $25 next year -- which we don't agree 

with; we don't think it is a good idea -- this will raise the 

expenditures of that Program from $5 to $8 million a year, just because 

of one $25 increase. We think it is really necessary to go over these 

programs and decide which program is the most important. 

ladies and gentlemen, two years ago the legislature passed 
Bill SCR-75, and in that bill they said it was the policy of the 

legislature of New Jersey, before expending any more casino revenue 

funds, to consider the resources of the Fund, the expected income, and 

the expected outgo, to review present programs, to review what is 

before the legislature, and to make a study, hold hearings, and decide 

just what the priorities of the Casino Revenue Fund are. That 

legislation was passed, but unfortunately it was never implemented. 

This year the legislature has passed another bill, recreating 

the commission, and the study is to be made. Now, what is the policy 

of New Jersey? In this legislation you say it is the policy of the 

Legislature to have this study by the commission made before any 

further expenditures from the Fund are made. 

We certainly support that legislation, and what we are asking 

you to do is to please co~sider the options which are before you, and 

await the study of the Fund. If that is not possible for you to do, 

then consider all of the other options. 

I haven't presented any testimony in favor of rental 

assistance, but we think it is very important. At the proper time, 
during a hearing on the proper subject, we would be willing to come 

before you and explain just what the very, very great needs are of the 

elderly in New Jersey, especially the elderly people who are paying 

very, very high rents. 

Thank you very much, ladies and gentlemen. 

ASSEMBLYMAN WATSON: Thank you, Mr. Tergis. I would just 

like to reiterate a statement I made earlier. The Legislature is very 

much aware of the amount of available revenue we have, and we will make 

sure we will not exceed those revenues. 

60 



You made another statement regarding an estimate of those 

funds. That is not an estimate; those are dollars in the bank. That 

$176 million is there. 
MR. TERGIS: That is expenditure. That is the proposed 

expenditure. 

ASSEMBLYMAN WATSON: But, the moneys are there. 

MR. TERGIS: It all depends on the income and the carry-over. 

ASSEMBLYMAN WATSON: Assemblyman Frelinghuysen. 

ASSEMBLYMAN FRELINGHUYSEN: I haven't made your 

acquaintance. I didn't know people like you existed. I am glad to see 

there is somebody--

MR. TERGIS: You didn't know I existed? 

ASSEMBLYMAN FRELINGHUYSEN: No. I am new down here. It is 

so refreshing. I will have a better appetite for lunch after listening 

to you. 

MR. TERGIS: Thank you. 

ASSEMBLYMAN WATSON: Assemblyman Kavanaugh. 

ASSEMBLYMAN KAVANAUGH: We have had the opportunity of 

hearing Mr. Tergis before. In fact, after hearing him quite a few 

times, I think we can call him John. 

If what you said in the statement -- and I think it is 

important-- I don't know. how to say this because this is something 

that is strictly nonpolitical. We have Assemblyman Deverin offering 

you a program that is endorsed by our Governor, who is not a member of 

my Party; he is in the other Party. But, I think that ~at has been 

done insofar as casino revenues are concerned-- Even though a portion 
of this funding will come from casino revenues, it seems that spending 

has been whatever is politically expedient, and the ones who are going 

to be hurt in the future are the seniors. 

I think, John, when you mention revenues and expenditures, if 

one runs a business he can't do it that way, and we are hoping that it 

will balance out. 

When SCR-75 was put forth, it was an agreement. The members 

of the legislature took that Senate Concurrent Resolution and passed 

it, and everything was fine; but, nothing was done. Now, another one 

has been introduced. Are we going to have the same results we had with 
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SCR-75? That was nothing. Now, we have additional programs being put 
forth with the expectation of spending casino dollars. The priorities, 

as I mentioned earlier, have not been reviewed. That is why we asked 

what would be done, insofar as what is here. 

But, there is a section -- a cross section -- of the senior 

population, and the disabled population, that has expressed their 

concern to us insofar as, "Where are you people going? What planning 

have you done?" We don't plan. It is crisis government. Right now, 

this is something that is on the front burner, and it is very nice. It 

is coincidental that some of us are going to be up for reelection next 
year when this thing is hot and heavy. 

I think what we have to do is to look at the long haul and 

review what is going down the road. 

As I said regarding Tommy Deverin, he is very sincere about 

what he is doing. But, you mentioned the PAAD program, and the 

expansion of these programs. I just don't like to do something in 

haste and repent at leisure, and I am concerned that we should take-­

You have it in here, and I think it is very important. You didn't read 

it, but you mentioned the reasons, and if you don't mind, I wi 11 

paraphrase it. You say you suggest an intense study of the high­

priority needs of the seniors and disabled should be made now, and that 

a planned approach to casino revenues be made so these needs will be 

met before the fund levels off. 

Listening to testimony, and I think this is what I have heard 

all day, I think it is important, and I would like to see an Assembly 

Resolution, or whatever the proper mechanism is, where we would limit 

any additional expenditure of the fund until the commission reports 

back, and we have input from all segments of the society that are 

involved, and for ~ich the money was dedicated. It is their money. 

Yet, I think by almost mismanagement we said, "Riqht now we will do 

this, and tomorrow we will do something else." I think that before we 

do anything -- we can move ahead on A-608, but there is no funding 

mechanism, per se -- and before this moves through, I think the 

commission better get started. I would say, "Let's go out and have a 

study commission and call the seniors together, and use a room down 

here." If the Legislature doesn't want to do that, then I think it is 
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incumbent upon those of us who are concerned about this to do it 

ourselves. Thank you. 

ASSEMBLYMAN WATSON: Thank you, Assemblyman. Assemblyman 

Dever in. 

ASSEMBLYMAN OCVERIN: John, if we funded this thing through 

the general revenue, would your Association be in favor of it as 
something the senior citizens of New Jersey need and can use? 

MR. TERGIS: Well, I have always considered that a trick 

question. 

ASSEl>f3LYMAN DEVERIN: let me change it then. We had someone 

talk from the Federation of Senior Citizens who was very much in favor 

of it, and called it a number one priority. Now, I am not sure, even 

though I am a senior citizen. I am not a member of either council, so 

I am not sure which is which. I asked you a very serious question. 

There .is nothing in this bill that says it would be funded by 

casino revenues. But, I would like an answer from you as to whether 

you believe the idea of a medically-needy program is a bad thing for 

senior citizens, or if the idea of funding it through the casino funds 

is a bad thing. Which of the two things are the lesser of the two 

evils for you? 

MR. TERGIS: I have always considered it this way: We are 

not opposed to a medical~y-needy program. As a matter of fact, it 

might have some elements in it which provide home health care, and we 

are very much in favor of that. But, we still think that since part of 

it is coming from the casino funds -- and I think I have tried to point 

out that these funds are very limited -- that it is really necessary to 

find out just what the primary needs are. There are many, many 

conflicting things before the Legislature. There is a bill in there to 

increase the PAAD Program. 

ASSEt-elYMAN DEVERIN: Yes, but we are only concerned with the 

medically-needy at the moment. 

MR. TERGIS: In answer to your question, if I thought 

something was not good, I would not say it was all right to do it under 

the general funds. I wouldn't say that. I think that would be pretty 

inconsistent, and it would be sort of selfish. 

ASSEt-el YMAN DEVERIN: Do you think there is a need for a 

medically-needy program in New Jersey? 
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MR. TERGIS: If it doesn't come out of our money; it should 

come out of your money, or something like that. 
ASSEMBLYMAN DEVER IN: Do you think there is a need for a 

medically-needy program in New Jersey? 
MR. TERGIS: Speaking of the medically-needy, I do think that 

it is a good program. But, I still think this kind of a study should 

come first. There are many other things, such as rental assistance -­

and I don't want to get into this area, but I think rental assistance 

is awfully important. If we are going to allow people to remain in 
their homes, we have to do something about these very, very high rents 

poor people are paying. We have to balance these things out, one 
against the other. This is why I say this kind of a study should be 

made. 
ASSEMBLYMAN WATSON: Thank you for your appearance here 

today. 

MR. TERGIS: Thank you very much. 

ASSEMBLYMAN WATSON: Elizabeth Holland, representing the New 

Jersey Catholic Conference. Ms. Holland happens to be from my county. 

ELIZABETH tll.LAND: My statement is brief, very general, and it is 

devoid of the facts and figures you are looking for, but it is, I 

think, full of the common sense impression that most of us have, that 
there are an awful lot of·poor people out there who need a program such 
as this. 

The cost of medical care is at an all time high. Those whose 
incomes are so limited that there is barely enough to pay for their 

daily necessities of life, like food and shelter, must often ignore the 

need for medical care. If care is sought, the location may be 

inappropriate, such as hospital emergency room treatment, and unpaid 

hospital bills often accumulate, to be paid by the State. 

In other situations, persons are inhibited from seeking 

medical attention, since most individual providers insist on a 

cash-on-delivery system. Obviously, in light of the increased cost of 

care, and the restrictions of the Omnibus Reconciliation Act of 1981, 

which denied Medicaid coverage to tens of thousands of New Jersey's 

poor children and their families, the State's conscience must demand 

that a medically-needy progra"', as outlined in Assemblyman Deverin's 

bill, A-608, be implemented. 
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New Jersey is but one of two northeastern states without such 

a program •. Even states considered less socially advanced than New 
Jersey have instituted such coverage for their poor citizens. 

As discussea, A-608, ar¥l its canpanion Senate bill, S-1718, 

should meet all the requirements of individuals who demand that public 

ooney be carefully used. RecogniziBJ that many tamilies have inccmes 
above AFDC and SSI levels, thereby disqualifying them for Medicaid but 

pl~ciBJ them oelow the poverty level, obviously makes them incapable of 
meeting their own medical expenses. A family with an inccme at 133 

percent of the AFDC and SSI standard could qualify for the 
medically-needy program. 

A spend-down provision would require that individuals whose 
inccmes exceed 133 percent, expend inccme in excess of that limit 

before being deemed eligible. This provision further assists those 

many families and individuals whose inccmes are decimated by medical 

costs. 
The New Jersey catholic Conference, representing the Bishops 

of New Jersey, respectfully requests the support of this Camiittee in 

releasing this bill for a vote. It makes neither gocxi ooral nor 

financial sense to deny medical coverage to the marginally poor ot our 

society. Medical care is a necessity of life. Lacie of care at the 

appropriate time takes a greater toll in human arX1 financial costs. 

I apologize because you have heard all of this before, out at 

least we are on your record. 

ASSEMBLYMAN WATSCN: '!bank you, Ms. Holland. WOUld anyone 

care to ask artf questions? (no response) If not, thank you for your 

appearance here today. 

MS. HOLLAND: '!bank you. 
ASSEMBLYMAN WATSal: Adam Kaufman, New Jersey Dental 

Association. 
ADAM KAUPMMI: Mr. Chairman, Jade I<>emer will be speaking for us. 

ASSEMBLYMAN WATSON: Doctor Roemer? 

MR. KAUFMAN: Yes. 

ASSEMBLYMAN WATSON: Proceed, Dr. Roemer. 

DR. JACK REMER: Mr. Olairman, and Comnittee mernoers, on behalf of 

the 5,000 member New Jersey Dental Association, I would like to thank 

you 
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for this opportunity to speak to you today about the medically-needy 

legislation. 

I am Doctor Jack Roemer. As a member of the New Jersey 

Dental Association, I serve as Vice Chairman of our Council on 

Legislation and I am Editor of our quarterly jc,urnal. My private 

practice is located in Princeton. 

The New Jersey Dental Association supports the 

medically-needy legislation, A-608, sponsored by Assemblyman Thomas 

Deverin, and 5-1718, sponsored by Senator Louis Bassano. 

I speak before you today on a mission of concern. The New 

Jersey Dental Association believes it is tragic that nearly 200,000 of 

this state's senior citizens, disabled, children, and working poor, 

those who can least afford it, have been squeezed out of adequate 

health care coverage. 

I am sure this Committee has heard compelling arguments for 

enactment of this legislation from the previous speakers. The New 

Jersey Dental Association would add to that chorus of concern and 

remind the members of this Committee that we live in a society that has 

a responsibility to its citizens. We diminish the value of any 

individual by denying them access to basic health care. 

Approximately two months ago, in testimony before the Joint 

Appropriations Committee,_Human Services Commissioner, George Albanese, 

stated he was charting a new course for action by his Department that 

would stress prevention over treatment. As he indicated today, a 

medically-needy program is an essential component in this new 

direction. 
We in dentistry enthusiastically embraced the Commissioner's 

remarks because they embodied the very essence of dentistry's purpose 

and philosophy: Prevention. 

Dentistry is one of the few health professions to 

consistently advocate preventive care. We have also seen the positive 

fiscal results of prevention. It has been said by some that dentists 

will some day put themselves out of business because of good preventive 

dentistry. 

The medically-needy legislation is a preventive program that 

should prove cost-effective to the State. In dentistry, we know it is 
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more cost-effective to follow a maintenance and prevention program, 

rather than respond to neglect. 

Preventive dentistry refers to procedures in dental practice 

and health programs which prevent the occurrence of oral disease. 

What has occurred in dentistry through its advocacy of 

nutrition, 

remarkable. 

education, fluoride, and regular checkups, has been 

According to the Director of the National Institute of 

Dental Research, "The tooth decay rate has been cut in half as compared 

with 20 years ago." 

Additional data reinforced the continued positive results of 
prevention: 

A 65 percent reduction of cavities in school age children who 

have been exposed to fluoride since birth. 

A 75 percent decrease in loss of first permanent molars in 

12 to 14 year-olds. 

A sixfold increase in the number of children who reach their 

teens with no cavities. 

A 30 percent decrease in adults who need dentures. 

And, one-third of the children 15 to 17 years old are cavity 

free. 

The New Jersey Dental Association believes that the 
medically-needy legislation represents this State's strong commitment 

to a prevention-oriented public policy, which holds great promise for 

the future through the intelligent allocation of efficient use of 

available resources. 

This Association is firmly committed to the belief that 

dental care should be available to all, regardless of income. With the 

commitment of public policy makers, such as yourself, and dentistry's 

continuing commitment to the delivery of cost-effective preventive oral 

health programs, the medically-needy legislation makes quality dental 

care a reality to the needy people of our State. 

Each of the population groups that would benefit from this 

legislation, the elderly, disabled, and children, have dental concerns 

unique to their age or condition. 

If childhood dental problems are treated early, you alleviate 

a lifetime of pain and cost. The elderly frequently neglect dental 

care for economic reasons. 
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for the elderly, poor oral health is merely the start of what 

can become a vicious cycle of poor general health. Pain, discomfort, 

and disfigurement coexist and heighten nutritional deficiencies. Poor 

nutrition impacts on an individual's overall health, and can mushroom 

into other physical problems, including a lll.lltitude of gastrointestinal 
problems. 

I want to emphasize that dentistry is indeed a crucial 

element in any proper health maintenance program. 

This Association would like the medically-needy legislation 

to reflect the importance of dentistry by including it as a mandatory 

service for the seniors and the disabled. Currently, under federal 

medically-needy provisions, dental care is included for children. Your 

colleagues on the Senate Institutions, Health, and Welfare Committee, 

in their release of S-1718 stated: "It is the intent of the Committee 

that dental care shall be one of the noninstitutional care services 

available to elderly and disabled persons." 
We can correlate our experience with the New Jersey Dental 

Association's Senior Dent Program for possible utilization data. 

Senior Dent was founded, and is funded, by the New Jersey Dental 

Association. The only state involvement is the manning of a Senior 

Dent toll free hotline. Eligibility is based on the State's 

Pharmaceutical Assistance.to the Aged Guidelines. This program enables 

eligible senior citizens to receive a minimum of 15 percent reduction 

in fees, from nearly 2,000 participating dentists. Over a three-year 

period, the program has handled 9,000 referrals for all types of dental 

treatment. 
In conclusion, I would ask this Committee to consider release 

of both A-608 and 5-1718, with the inclusion of dental services as a 

mandatory service for seniors and the disabled. The New Jersey Dental 

Association conmends both Assemblyman Deverin and Senator Bassano for 

their compassionate efforts to help the neediest people of this State. 

I thank you for your time and attention. 

ASSEMBLYMAN WAT SON: Thank you , Dr • Roemer. I have one 

question. You indicated that 9,000 PAAo· recipients have taken 

advantage of your Senior Dent Program. Is more data as to the income 

levels of the 9,000 persons who took advantage of the Senior Dent 

Program available? 
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OR. ROEMER: We have data, I believe, up until 1982. We are 

correlating data from 1982 to 1984 at the present time, and we could 

provide that to you. 
ASSEMBLYMAN WATSON: Could you provide that to this 

Committee? 

OR. ROEMER: Yes. 

ASSEMBLYMAN WATSON: Does anyone else care to question Dr. 

Roemer? Assemblyman rrelinghuysen. 

ASSEMBLYMAN rRELINGHUYSEN: Thank you, Mr. Chairman. We have 

a Senior Dent Program in our county. We certainly congratulate the 
dentists who participate in it. Do you have any ideas about how the 

Department of Human Services could be responsible for overseeing this 
medically-needy program, or how you would like to see it structured? 

What sort of relationship should there be between the State and those 

who would be providing the services on a professional basis? 

DR. ROEMER: Well, those who would be providing the services 

on a professional basis would be providing it at Medicaid fees, through 

the Department of Human Services. All we have at this point is an 

approximate estimate of those who would qualify and the approximate 

cost to the Department. 

ASSEMBLYMAN tRELINGHUYSEN: I found, in dealing with a number 
of senior citizen clubs- and organizations in my area, that this 

certainly is an important aspect of people's lhes -- to eat, and to 

have proper teeth and dental health. I also found -- and I think this 

is a factor -- that efforts are being made by other medical people to 

provide eye care at reduced cost, as well as efforts -- in our area 

by podiatrists to assist with the care of feet. 

I know you are here, and I recognize and salute you for this 

aspect of the care. However, quite frankly, I think there are other 

concerns that are legitimate concerns to older people and I thought I 

would mention them. Thank you. 

ASSEMBLYMAN WATSON: Assemblyman, I think the provision for 

reimbursement would be through the existing Medicaid reimbursement 

procedures. 

ASSEMBLYMAN fRELINGHUYSEN: ror this program? 
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ASSEMBLYMAN WAT SON: Yes. Does anyone else care to ask a 

question? (no response) Doctor, it was nice to have you appear here 

today. 

DR. ROEMER: Thank you very much. 

ASSEMBLYMAN WATSON: Thank you for coming. 

Is there someone here from the Eastern Paralyzed Veterans' 
Association? (no response) 

Is there a Fred Kessler present? Fred Kessler represents the 
Atlantic City Casino Association. 

DAVID GARDNER: I am taking Fred's place, Mr. Chairman. 
ASSEMBLYMAN WATSON: What is your name, sir? 

MR. GARDNER: David Gardner. I am Acting Director of the 

Atlantic City Casino Hotel Association. 

ASSEMBLYMAN WATSON: fine. 

MR. GARONER: Well, first I would like to commend Assemblyman 

Deverin for identifying what sounds like a very important need. I am 

attempting to provide a solution to that need. 

Second, I would like to commend this Committee for very 
carefully paying attention to details, in trying to look at the need 
and the resources of the State to meet that need. 

The Atlantic City Casino Hotel Association does not oppose, 

in concept, legislation e-xpanding and improving New Jersey's Medicaid 

program. 

I had a very short statement, and it is now going to be even 

shorter. What I would like to do simply, but strongly, is to support 

the call by Mr. Keiserman and Mr. Tergis for an examination of the 
impact of additional appropriations on the casino revenue funds which 

must proceed any legislation that extends the range or the sum of the 
casino revenue fund commitment. 

Our Association strongly supports SCR-97, which reconstitutes 

the commission to review the expenditure of casino revenue, and we 

would hope that the commission would carefully examine disbursements 

from the casino revenue fund and recommend funding priorities. 

I will not read the rest. of this, because I think Mr. 

Keiserman and Mr. Tergis said it far better than I can. Thank you. 
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ASSEMBLYMAN WATSON: Thank you. Would anyone care to address 

a question to Mr. Gardner? (no response) Hearing none, Mr. Gardner, 

let me thank you for your appearance here today. 

MR. GARDNER: Thank you. 
ASSEMBLYMAN WATSON: Do we have a Donald Carolan present? 

Donald Carolan is representing the Union County Division on Aging. 

DONALD CAR(LAN: First of all, my name is Donald Carolan, and I am the 

Community Service Planner from the Division on Aging. I am here on 

behalf of Mr. Peter Shields, Director of the Division on Aging in Union 

County. Mr. Shields, unfortunately, was unable to testify in person, 

due to a conflict in scheduling. It is interesting that he has a 

legislative luncheon today up in Union County, meeting with elected 

representatives. Basically, they are going to be discussing this 

issue, the legislation on medically-needy that Mr. Deverin has 

sponsored, with the seniors and other representatives of State 

government. 

At this time I would like to read Mr. Shield's testimony into 

the record: 

My name is Peter Shields. I am the Director of the Union 

County Division on Aging with almost 50 years of government service, 

mostly serving the elderly. I have received 18 commendations and other 

honors for my work with the elderly in my present position~ 

Previously, I had been employed as a Field Representative of the U.S. 

Social Security Administration. 

Simply stating the fundamental need in A,B,C fashion: 

A. There is an absolute great need for the passage of 

medically-needy legislation in order to provide home health care for 

the elderly. This is an established fact in view of the conditions 

here in Union County, where we in the Division on Aging are making some 

small contribution for home care to approximately 600 seniors who do 

not qualify for Medicaid but are too medically poor to be able to 

afford the cost of nursing and home health aide visits. 

The care we are paying for, while helpful, is still not 

sufficient nor comparable to that which is ordinarily available to the 

Medicaid-eligible. 

B. In addition to the 600 we are helping, there are hundreds 

of others who we are unable to help due to our limited funds. 
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C. If we do not continue to try to provide more home health 
care, we will continue to be faced with the problem of unnecessary 

institutionalization, and the placing of our aged in nursing homes who 

may not need nursing home care. 

Thank you very much. 

ASSEMBLYMAN WATSON: Thank you, Mr. Carolan. Does anyone 

care to ask any questions? (no response) Thank you for your 

appearance here this afternoon, Mr. Carolan. 

We have someone here from the Gray Panthers of South Jersey, -

Victor Volpe. Mr. Volpe? Mr. Volpe, someone wants to know if you were 

declawed? They call you the Gray Panther, and someone on my right 
wants to know if you were declawed or not. 

VICTOR VOLPE: That is another organization; don't get it mixed up 

with the Panthers. 

ASSEMBLYMAN WATSON: You are on, Mr. Volpe. 

MR. VOLPE: If you are going to expect any expertise on this 

problem, abandon the idea, because I am not going to be able to offer 

you that. What I do want to do is to address the legislation in this 

respect: Philosophically. This legislation wants to put into practice 
an approach to a need, and not to greed. On that basis, we support 

this legislation wholeheartedly. We think it is one of the finest 

pieces of legislation th~t has ever come out of Trenton, if it passes. 
That is how we feel about it. 

I have been working on this problem for years, and our 

organization has formed a coalition with the New Jersey Federation to 

support this program. We are for it 100 percent. 

Now, I would like to digress for a moment. I am on the 

Health Committee of the National Gray Panthers, and we are working on 

the Kennedy-Gephardt bill, which has to do with the perspective payment 

systems and DRG 's. While on this Committee, we have had people from 

the American Association of Retired People, an organization of 15 

million, and we have had people from Rutgers University come to us with 

certain information. One of the figures I heard, while sitting on the 

Committee, was that there are from 25 to 30 million people in America 

who do not have health insurance of any kind. We always thought that 

in New Jersey the figure was 200 to 300 thousand, and we accept that. 
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It seems that everyone is concerned about the cost of this. 

I think what we should do, instead of worrying about the casino funds, 

is to determine ~at our needs are and then look at the casino funds to 

see if they can cover them or not. We should not just turn around and 

destroy a program because we are supposedly in doubt about that. 

One more point I would like to raise is -- and then I will 
stop -- while sitting there, a question came up from the American 
Association of Retired Persons. You may have gotten this information, 

because they distributed it all over the country. Since 1967, the 

cost-price index has been at a rate of 189 percent. for physicians, 

the figure has been 227 percent. for hospitals, it climbs to 442 

percent. 

Now, these figures are for 1982. The 1983 figures go much 

higher. In 1984 it may hit a plateau because of the DRG's. But, it 

means this: As that climbs, more and more people have been put in a 

position where they cannot afford heal th care. That is why I think 

this legislation targets in on a very serious and dire need, and I 

think the Legislature should give it a lot of attention. 

Thank you very much. 

ASSE~LYMAN WATSON; Thank you. 

MR. VOLPE: May I say something else before I leave? 

ASSEl'-BLYMAN WATSON: Yes. 

MR. VOLPE: I heard people talk about priorities here today. 

I wouldn't profess to say I know what programs senior citizens consider 

should come first. I was a VISTA volunteer for three years, and I 

worked with the federation. I talked to more senior citizens than 
probably anybody you can think of. It is true that there are senior 

citizens who are greedy, but there are also senior citizens who are 

conscientious, and they recognize that this program is directed to most 

of the senior citizens that I keep in contact with. They would 

wholeheartedly approve this. Thank you very much. 

ASSEMBLYMAN WATSON: Thank you for your appearance here this 

afternoon, Mr. Volpe. 

Is there a Marv in Burden from the Health System Agency of 

Bergen County here? 

MEMBER Of AUDIENCE: He was here, but he left. 
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ASSEMBLYMAN WATSON: All right, just for the record, I would 

like to indicate that the Public Advocate's office sent written 

testimony in, and it will be made part of this hearing. 
Does anyone else here care to testify? Hearing none, I would 

just like to thank each and every person who appeared here today. I 

would also like to thank our staff and the members of the Committee who 

appeared here today. 

I would like to make one other statement. In the e\lent we 

should receive the kind of information that we requested and it should 

require another public hearing, I think we will call one other public 

hearing, after we get that information and all of our research is 

finished. We will then make it known to you. Thank you for your 

appearance here this morning and afternoon. 

This hearing is now concluded. 

(Hearing Concluded) 
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Department ot Huaan Servioea 
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22 s. warren St., CH-700 
Trenton, IJ 08625 

Dear CollJliaaioner Albanese: 

MICHAaL J. aASA!ll!AB 
COMMITTD AIOIE 

On Jul1 12, 19811 the Aaaeabl7 Revenue, Finance and Appropriatioa.s 
Committee will hold a public hearing on A. 608 whiob would extend Rev 
Jerse7•a Medicaid prograa to include thoae persona and households 
conaidered •medicall7 need7.• 

There are a variet7 ot- aubatantive iaauea regardillg the exteaaion ot 
the Medicaid prograa to the aedicall7 need7 which the Coami.ttee ia 
interested in and ia concerned about and upon whieh tile CoaJlittee would 
appreciate 7our opinion: 

1. Your departllent 1a report, Mll>ICALLI IBEDI. RD JBBSII1S OPTIONS, 
indicates that 50,000 adulta, 100,000 children. 12,500 b1:l.Dd and 
disabled, and 90,000 aged would qualitJ tor the prograa. 

a. What inooae standard (e.g., 100S ot ataadarcl, 133 1/3S ot 
standard) vaa used to develop theae eatiutea? 

b. How were theae eatimatea developed? 

c. Were aaaeta oonaidered in developing theae eatiaatea? 

2. It ia eatiaated that 12,500 blind and disabled and 90,000 apd 
would qualitJ tor the progru. 

The ComauDit7 Care Waiver Project though aoaewhat ditterent in 
tooua ia aiailar to the proposed aedioall7 need7 prograa. It haa 
been tound that aan7 aged, blind aad disabled persona have aaaeta 
above the $1,500 level allowed b7 tederal law and do not quality 
tor the ComauDit7 Care Waiver Project. 
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In view ot findings in the Co-unity Care Waiver Project regarding 
the assets ot the aged, blind and disabled, are the estiaatea 
regarding the number ot aged, blind and disabled persona wbo may 
quality tor the medically needy program realistic? 

3. The Federal Omnibus Budget Reconciliation Act reaul ted 1D tbe 
termination ot upvarda ot 70,000 people trom AFDC and the 
subsequent losa ot Medicaid benetita. 

Is tbe estimate that 150,000 adulta and children would be eligible 
tor the medically needy progr• realistic? 

~.What are the departaent•a estimates as to th• number ot 
Pharmaceutical Assistance recipients who may be eligible tor a 
medically needy progr .. 'l 

5. Eligibility determination is currently a tunotion ot the county 
weltare agencies. Will counties be responsible tor meclicallJ needy 
elig1bilit1 determinations? It not, how does the departaent i.Dtend 
to determine elig1b1lit1? What inooa• standard doea the departaent 
intend to apply? 

What accounting period will be used to determine t.119 aaount ot 
medical expenan a recipient incurs? 

Bow will the department inaure that it does not reiaburae tor 
medical expenses vhioh are the recipients respona1.bilit7T 

What are the estimated coats with respect to el1.gibilit1 
determination? With respect to general administration? 

6. What services should a aedicallJ needy progr• provide outa1de ot 
those mandated bJ tederal law? Are institutional aerY1.oe• to be 
provided? 

7. The State• a Medicaid QualitJ Control Error Rate is below tederal. 
targets, theretore the State ia not liable tor tiaoal aanctiona. 

It the State adopta a aedioallJ need1 progr• will tb• State be 
able to meet tederal. error rate targets? It the State vill not be 
able to aeet th•• error rate goala, bov much could the State loae 
in tederal reillbur ... ent7 

Wbat are th• error ratea iD Statea with medicallJ need1' progr-? 

Have tederal. tiaoal aanotiona beeD applied to &IQ' State vboae error 
rate ia above tederal requir911enta? 
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What are the error rates in States with medicallJ need7 pro&rBIUI? 

Have tederal t)scal sanctions been applied to &IQ' State whose error 
rate is above federal requir•ents? 

8. In thoae States which do have medicall7 need7 procraaa what haa 
the)r experience been with the procraa: Ia it more ditticult to 
administer than the regular Medicaid prograa? Do expenditurea 
increase at a more rapid rate than the Medicaid procraa in general? 
Who are the prime beneticiaries ot the progru? 

I look forward to 7our response and a117 additioaal 1Dtormation 7ou 
ma7 wiah to bring to the Co•aittee•s attention at 1ta public heari.Dg 011 

Jul7 12. 

Sinoerel7, 

JSW:B/gh 

AaseablJ11&1l John s. Wateo11 
Vice Chairu.J1 
Aaseabl7 Revenue, Fin•nae and 
Appropriations Coamitttee 
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July 9, 1984 

The Honorable John S. Watson 
Vice Chairman 
Assembly Revenue, Finance 

and Appropriations Committtee 
State House A~x 
CN 066 
Trenton, 8625 

ondence is in response to your letter of June 28, 1984 
information regarding various aspects of a Medically Needy 
ch is included in the provisions of A-608. 

I appreciate this opportunity to review with you and your Committee 
some of the substantive issues regarding the extension of the Medicaid 
program to the medically needy. As you are aware by the eight points 
raised in your letter, the Medically Needy program is a complex pro­
gram which requires considerable thought, time and effort to imple­
ment in an efficient and effective manner which will be of maximum 
benefit to the recipients a~d be least cumbersome to the provider 
community. I believe the questions you have raised highlight many of 
the important issues and affords an opportunity for adequate discus­
sion of the policy determinations which must be made prior to the 
implementation of the program. 

The attached material addresses the points contained in your letter 
and includes background material as needed. Each page concerns a 
separate point and they are numbered in relationship to your letter. 

Thank you once again for this opportunity to be of assistance to your 
Committee. I am available to clarify any of the responses or to pro­
vide additional materials as needed. 

GJA:2 
Att. 
c.c. Larry J. Lock.hart 

Geoffrey S. Perselay, Esq. 
Thomas M. Russo 



DEPARTMENT OF HUMAN SERVICES 

Assembly Revenue Fin.ance & Appropriations Committee 
Questions on A-608 

Question No. 1 

Your department's report, MEDICALLY NEEDY. NEW JERSEY'S OPTIONS, 
indicates that 50,000 adults, 100,000 children, 12,500 blind and 

_ disabled, and 90,000 aged would qualify for the program. 

a. What income standard {e.g., 100% of standard, 133 1/3% of standard) 
was used to develop these estimates? 

b. How were these estimates developed? 

c. Were assets considered in developing these estimates? 

Answer 

The population estimates used in the Department's report, MEDICALLY 
NEEDY. NEW JERSEY'S OPTIONS, were developed from census data. The 
133 1/3% income standard was used to identify the potential population. 

Due to the lack of data, the asset limitations were not included in the 
estimates. In addition, the potential population which would become 
eligible under the "Spend-down" provision of a Medically Needy program 
were also not included in the estimates. 
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Question No. 2 

It is estimated that 12,500 blind and disabled and 90,000 aged would 
qualify for the program. 

In view of findings in the Conmunity Care Waiver Project regarding the 
assets of the aged, blind and disabled, are the estimates regarding the 
number of aged, blind and disabled persons who may qualify for the 
medically needy program realistic? 

The Community Care Waiver Project though somewhat different in focus is 
similar to the proposed medically needy program. It has been found that 
many of aged, blind and disabled persons have assets above the $1,500 
level allowed by federal law and do not qualify for the Community Care 
Waiver Project. 

Answer 

The Medically Needy Program is very different from the Conmunity Care 
Program for the Elderly and Disabled (CCPED). 

Under the CCPED Program, clients cannot have assets which exceed the SSI 
asset limitation. Under a Medically Needy Program, the state must 
establish a "reasonable" asset limit. In addition, the asset limit 
established under a Medically Needy Program must vary according to 
family size. 

Under a Medically Needy Program, persons with incomes above 133 1/3% of 
the standard must incur medical bills for their "Spend-down". 

Clients in the CCPED program must pay for a portion of their care if 
their income exceeds 100% of the SSI eligibility standard. 

Finally, in order to qualify for CCPED, the client must require nursing 
home care. There is no similar restriction under a Medically Needy 
Program. 



Question No. 3 

The Federal Omnibus Budget Reconciliation Act resulted in the 
termination of upwards of 70,000 people from AFDC and the subsequent 
loss of Medicaid benefits. 

Is the estimate that 150,000 adults and children would be eligible for 
the medically needy program realistic? 

Answer 

Many of the AFDC families who lost Medicaid as a result of the Omnibus 
Budget Reconciliation Act of 1981 would become eligible under a 
Medically Needy Program.· In addition, persons whose income is 
insufficient to cover their medical expenses would also become eligible 
under this program. There are always some problems with population 
estimates, but based upon the information available at this time, the 
estimates appear realistic. 
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Question No. 4 

What are the department's estimates as to the number of Pharmaceutical 
Assistance recipients who may be eligible for a medically needy program? 

Answer 

Most of the elderly and disabled clients who would qualify under a 
Medically Needy Program are probably receiving benefits under the 
Pharmaceutical Assistance to the Aged and Disabled Program. 

Frequently. persons enrolled in Medically Needy programs may be eligible 
one month and ineligible in the next month due to changes in health 
status or income. Therefore, the Department reconmends the drug 
benefits to continue to be provided under PAAO rather than under a 
Medically Needy Program. This would assure continuity of service to the 
elderly and disabled clients. In addition, the PAAD $2.00 co-pay could 
be counted towards the client's "spend-down" liability. 



Question No. 5 

Eligibility determination is currently a function of the county welfare 
agencies. Will counties be responsible for medically needy eligibility 
determinations? If not, how does the department intend to determine 
eligibility? What income standard does the department intend to apply? 

What accounting period will be used to determine the amount of medical 
expenses a recipient incurs? 

How will the department insure that it does not reimburse for medical 
expenses which are the recipients responsibility? 

What are the estimated costs with respect to eligibility determination? 
With respect to general administration? 

Answer 

A major issue is the designation of the appropriate agency which will be 
responsible for the determination of eligibility for the Medically Needy 
Program. At present, this area is sti 11 under study by staff and a 
designation of the agency which will be responsible for this function 
will be made after reviewing the results of the study. 

The decision of what standard to utilize for determination of 
eligibility for the Medically Needy Program is still under review. 
Although the estimates of the eligible population basically utilize the 
133% AFDC income standard, this will require an SSI-related two person 
household to spend-down below the current SSI income eligibility 
standard before federar funding would be available for medical expenses. 
Staff are currently studying all available options before proposing an 
appropriate income standard for the medically needy. 

The attached material is a surrmary of the appropriate federal 
regulations and other pertinent material regarding the budgeting 
period that must be established for the eligibility detenninatton 1n • 
~edically Needy Program. In addition. U.. .. t•rf•l cont~tn' c:Ut~ on t,_. 
accounting periods of the other Hates wf\tch c~rrtnt17 •oritr'\t~r • 
Medically Needy Program and an atter..;>t to note SOC"e of th~ ·~~•ftlagit\ 
and inequities in utilizing either the one-QC>nth or a six-c-onth ~r10d 
for budgeting purposes. 

As can be seen from the attached materia~, t~e de~ermination o~ a 
budgeting period is a difficult issue.w~ich is st~ll under review at 
this time. Administratively, any decision made will ha~e to b~lanc~ the 
increased risk of higher error rates of a longer budgeting period w~th 
the increased costs of reviewing eligibility on a more frequent basis. 

The issue of insuring that the department ~o:s.not.reimburs: for me~ical 
expenses which are the recipient's responsi~ility is a.crucial .one in 
implementing a Medically Needy Program. This concerry is e~pecially 
important one since it is an area which can substantially increase the 
Medicaid Quality Control Error Rate. 



Question No. 5 Continued 

In order to assist in the identification of medical expenses which are 
the responsibility of the recipient, two areas have been identified 
which should be developed to adequately meet this concern. This 
includes development of a data processing capability and an appropriate 
method of eligibility determination which will incorporate sufficient 
methods to identify the medical expenses which are not eligible for 
reimbursement. 

In general, the estimated costs with respect to eligibility 
determination and general administration is approximately 9-10% of the 
estimated budget for services. This includes an estimate for the 
increased costs as a result of the additional complexity of eligibility 
determination and the consequent increased time necessary to process an 
application. It should be noted, however, that this estimate does not 
include the start-up costs necessary to implement the program. We are 
currently in the process of preparing a time-cost estimate which should 
provide us with an approximate breakdown of the various costs associated 
with implementing and administering the program. 



BUDGETING PERIODS UNDER A MEDICALLY NEEDY PROGRAM 

Under federal regulations, a state must establish for the Medically 
Needy program, a budget period for medical eligibility of not less 
than one month, nor more than six months in duration. After the 
budget period has expired, it is necessary to redetermine the appli­
cant's eligibility for medical assistance. It must be noted, however, 
that whatever budget period the state has selected to utilize for a 
determination of eligibility, federal procedure requires that, in 
general, the state must apply the budget period consistently across 
all groups of recipients and all types of services. 

States have established the budget periods for their Medically Needy 
programs anywhere from one month to three months to six months for a 
variety of reasons. According to the Data Base maintained by the 
National Governor's Association, twenty of the states which have a 
~edically Needy program utilize a six month period of eligibility. 
Of the twenty states which use a six month accounting period, how­
ever, five noted they have exceptions, including one state which 
allows the applicant to elect the budgeting period applicable to his 
case. Arkansas, Kentucky, Louisiana and ~ontana utilize a .three month 
budget period while California, Hawaii, North Dakota and Utah use a 
one month period to determine eligibility. 

The following material will attempt to outline the advantages and 
inequities of establishing a one month or six month period for 
budgeting purposes for both the applicant and the administering 
agency. 

One Month Budget Period · 

For the state, the advantage of utilizing a one month budget period 
allows the opportunity to more closely monitor eligibility and the 
error rate. This is particularly true in instances where available 
income varies from month to.month. 

Administratively, however, it is more costly for a state to redeter­
mine eligibility monthly. Several states have made a determination 
that the benefits of monthly budget periods outweigh t~e cost~. For 
example, New York City has instituted a monthly budgeting period for 
their Medically Needy program. 

For the recipient, there is an obvious inconvenience in having their 
eligibility redetermined monthly. In addition, depending on the 
cash flow into the household, a monthly budgeting period could 
create an inequity for differing patterns of income. 

For example, assume there are two households each with three persons 
and each household will receive $2,700 income over the next six 
months. One household will receive the income regularly over the 
six months but the other household's income will vary. Also assume 
that for this example, the medically needy income level is $400 a 
month and there is a one month budgeting period. 

II )( 



- 2 -

One Month Period 
Spend- Total Covered Net 

Countable down f"edi ca 1 by f-iedical 
Income Liability Expenses fw'edica id Expenses 

$ 450 $ 50 $100 Yes s 50 

450 50 25 No 25 

Regular 450 50 150 Yes 50 
Income 

450 50 50 Yes 50 

450 50 75 Yes so 
450 50 30 No 30 

$2,700 $300 $430 $255 

One Month Period 
Spend- Total Covered Net 

Countable down Medical by Medical 
Io come Liability . Expenses Medicaid Expenses 

$ 500 $100 $100 Yes $100 

300 0 25 Yes 0 

Irregular 600 200 150 No 150 
Income 

400 0 so Yes o 

500 100 75 No 75 

400 0 30 Yes 0 

$2,700 $430 $430 $325 

As can be seen by this examp 1 e, a 1 though b_~_th househo 1 ds received 
the same amount of income for a six month period of time, due to 
differences in the cash flow of the income and the use of a one 
month budget period, one household incurred more out-of-pocket 
medical expenses th~n the other. 

However, there is an advantage to certain applicants if~ one month 
budgeting period is utilized. This occurs for those applicants who 
have incurred large medical expenses in a short period of time. The 
example usually given is in the situation of a hospitalization, but 
could occur in the case of an unexpected illness, an accident or 
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purchase of a large expensive item, such as dentures, a prosthetic 
device or a hearing aid. As a resu1t of monthly budgeting periods, 
the individual could meet the spenddown limit for a month but would 
not be able to do so if the medical expenses were budgeted over a 
longer period of time. -

Six Month Budget Period 

For the agency administering a fv1edically Needy program, a six month 
eligibility period can be less costly but also affords less oppor­
tunity for the agency to monitor for quality control accuracy. Some 
states, however, advocate a six month budget period because they 
maintain that it provides eligibility to applicants who are truly 
medically needy and have ongoing unmet medical needs and does not, 
therefore, provide services to those individuals who are not medi­
cally needy, but have a one-time large medical expense. 

For the recipient, a six month budget period can be advantageous 
because once eligibility is established, there is a longer period of 
time before a redetermination of eligibility is required to be 
completed. 

In certain circumstances, a six month budgeting period can be 
advantageous to the recipient in terms of the amount of expenses 
the applicant fs responsible for in addition to the medical 
coverage. The example below illustrates this point. In this 
illustration, it is assumed that the 3-person household has income 
which varies monthly and also that the medically needy income 
standard is $400. As can be seen, the six month budget period is 
more favorable than the one month budget period to the recipient 
with variable income because the recipient incurs $25 less in net 
medical expenses over the same period of time. 

Six ~onth Period 
Spend- Total Covered Net 

Countable down ft1edical by fv1edical 
Income L iabil itl ExQenses t-1edicaid ExQenses 

$ 500 $300 $100 No $100 

300 200 25 No 25 

600 175 150 No 150 

400" 25 50 Yes 25 

500 0 75 Yes 0 

400 0. 30 Yes 0 

$2,700 $300 $430 $300 

... 
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One Month Period 
Spend- Total Covered Net 

Countable down Medical by Medical 
Income Li abil i t,Z'. ExEenses f.'edica id ExEenses 

$ 500 $100 $100 Yes $100 

300 0 25 Yes 0 

600 200 150 No 150 

400 0 50 Yes 0 

500 100 75 No 75 

400 0 30 Yes 0 

$2,700 $430 $430 $325 

However, in another example, using the same six month total income, 
the same household size and the same medically needy standard, but 
using a different cash flow situation {in this case, a regular 
monthly incamel, it can be seen that a six month budgeting period 
would not be as- equitable as a one month budget period to the 
applicant in terms of net medical expenses. 

Six Month Period 
Spend- Total Covered Net 

Countable down ftledical by fv'edical 
Income Liabilit_y ExQenses Medicaid ExQenses· 

$ 450 .$300 $100 No $100 

450 200 25 No 25 

450 175 150 No 150 

450 25 50 Yes 25 

450 0 75 Yes 0 

450 0 30 Yes 0 

$2,700 $300 $430 $300 
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One Month Period 
Spend- Total Covered Net 

Countable down "1edical by "1edical 
Income Li abi l i t,l'. Exeenses "1edicaid Ex2enses 

.. 
$ 450 $ 50 $100 Yes $ 50 

450 50 25 No 25 

450 50 150 Yes SD 

450 50 50 Yes so 
450 50 75 Yes 50 

450 50 30 No 30 

$2,700 $300 $430 $255 
·-

There are other instances when a six month budget period can be 
inequitable for selected applicants. This can be illustrated by an 
example where the individual applying for assistance primarily 
receives ambulatory care services and has a large spenddown 
liability. Since the total liability for the six month budget 
period must be ~ncurred prior to eligibility, a person who utilizes 
ambulatory services, such as pharmacy and physician, may find it 
more difficult to receive credit for the spenddown liability than 
another individual who received primarily institutional services, 
such as hospitalization during the same budget period. 

Therefore, it would appear that whatever budget period a state 
elects to utilize to detennine eligibility for a Medically Needy 
program, there will be costs and benefits to the administering 
agency and advantages and inequities to the applicants for such 
assistance. 

T pQBOX520 
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Question No. 6 

What services should a medically needy program provide outside of those 
mandated by federal law? Are institutional services to be provided? 

Answer 

The options presented in the Department's report Medically Need~: New 
Jersey's Options, were designed to serve as examples of the kin s of 
services packages that can be developed under a Medically Needy 
Program. 

A Medically Needy Program must offer ambulatory care services for 
children and prenatal, delivery and postnatal care for pregnant women. 
States can elect to offer services and expand coverage to other 
eligibility categories. However, the scope of the Medically Needy 
Program cannot exceed the scope of the State's regular Medicaid Program. 
In the report, Option I represents the minimum program that could be 
established, while Option IV represents maximum program allowed under 
federal law. Between these two polar options exist a great deal of 
flexibility in designing a program of services which could be tailored 
to fit the needs of each eligibility group. 

If the DRG/all payer system waiver is not extended, the state may wish 
to create a Medically Needy Program which will cover at .least inpatient 
hospital care for all potential clients. 

This will reduce the amount of uncompensated care liability for 
hospitals in New Jersey. 

The projected cost for ~~oviding inpatient hospital services for each 
group of potential clients can be found in the Department's report. 



Question No. 7 

The State's Medicaid Quality Control Error Rate is below federal 
targets, therefore the State is not liable for fiscal sanctions. 

If the State adopts a medically needy program will the State be able to 
meet federal error rate targets? If the State will not be able to meet 
these error rate goals, how much could the State lose in federal 
reimbursement? 

What are the error rates in States with medically needy programs? 

Have federal fiscal sanctions been applied to any State whose error rate 
is above federal requirements? 

What are the error rates in States with medically needy programs? 

Have federal fiscal sanctions been applied to any State whose error rate 
is above federal requirements? 

Answer 

It is likely that New Jersey may initially exceed the federal Medicaid 
quality control target if a Medically Needy Program is implemented. The 
federal sanction is based upon the amount by which the error rate 
exceeds the 3% target. The fiscal sanction for New Jersey would be 
approximately $5.8 million for every 1% the error rate exceeds the 
target. 

A listing of the Medic~id Quality Control error rates for all States is 
attached. 

The 3% federal target was established under the Tax Equity and Fiscal 
Responsibility Act of 1982 (TEFRA). The error rates from the first 
review period under TEFRA will be published in August 1984. Prior to 
TEFRA, several states did receive sanctions, however, these sanctions 
may be waived by the Federal government. 

11 ~ 



MQC ELIGIBILITY PAYHENT ERROR RATES 

RrVI~ PERIOD 17178-12/78 4/79-~/791 10/79-3/80 4/80-9/801 10/80-3/Bl 4/81-9/811 10/81-3/821 4/82-9/82 10/82-31831 
I· I 
I I 

~T'L AVE?.4GE I 6.2 5.0 5.2 5.0 4.1 NIA I NIA NIA NIA 
I I 
I I 

ALA~ I 4.9 5.2 6.8 8.8 1.6 3.3531 I 1.4915 3.0478 3.7652 
ALASKA I 0.7 0.3 0.5 5.1 11.7 13.4219 I 0.9623 1.8769 3.8038 
ARr~SAS *I 6.8 11.1 4.9 6.5 3.2 2.1578 I 2.S960 2.4694 0.8217 
CALIFORNIA *I 7.5 3.4 3.5 7.0 8.1 4.0442 I 3.6957 6.0961 1.1151 
COLO~DO I 3.2 7.1 1.6 9.7 5.1 5.3543 I 6.2983 3.8119 5.5500 
ccmECTICUT *I 10.2 6.0 1.9 5.8 6.6 3.6015 I 1.5746 2.6593 1.2217 
o.c. *I 7.1 3.5 4.4 4.7 3.3 1.9710 I 12.~419 7.7338 . 6.7997 
OE~RE I 9.3 11.l 8.0 8.3 15.4 2.5989 I 2.4682 4.4213 I 0.1745 
FLORIDA I 2.S 10.8 1.7 8.0 6.3 3.4472 I 2.1020 5.9230 2.3194 
GEORGIA I 9.1 6.9 6.9 12.7 6.9 4.7667 I 4.9248 4.7825 2.4154 
~II *I 4.5 0.7 I 0.2 1.5 7.2 4.0184 I 2.6780 6.1497 3.3073 
IDAHO I 3.9 4.7 I 1.2 4.4 11.8 2.9212 I 3.2156 1.7067 1.5488 
ILLINOIS *I 6.3 a.o ! 7.1 2.8 5.6 4.2562 I 1.2554 1.4206 1.8840 
IND!~ I 3.0 2.5 I 0.6 1.5 0.9 1.2402 1.2988 4.1201 7.2354 
ICWI I 10.1 11.7 I 6.7 6.S 3.3 t.n34 2.6753 4.1807 2.4823 
KA'ISAS *I 1.8 4.6 I 3.9 3.2 2.9 2.4299 1.1883 4.6721 I 3.4893 
KENTUCKY *! 6.2 3.9 I 4.0 2.0 5.1 3.8713 3.6275 1.ono I 2.4015 
LOUIS!~ *I 4.1 6.4 I 5.3 3.4 1.8 3.1731 3.8547 1.8689 I 4.0603 
~!NE *I 14.5 18. 7 I 12.1 10.9 8.7 4.0957 6.5615 6.6167 I 6.1572 
W1RYL.A'i0 *I 6.2 6.5 I 9.2 2.4 2.9 7.5803 1.7778 1.9815 I 2.2437 
~SSAcHUsms *I 4.9 8.6 I - 14.2 13.2 6.6 4.6419 4.5732 4.0978 I 5.2907 
MICHi~ *I 8.3 5.5 I 3.1 4.3 4.0 1.4563 1.4754 2.9361 I 2.3912 
HHMSOTA *I 11.S 0.9 I 4.2 0.5 0.3 0.6304 0.4676 0.6044 I 1.7234 
HISSISSIP?l I 7.2 S.9 I 2.5 . 1.1 3.7 3.3057 7.3806 3.6695 I 5.4387 
MISSOURI I 2.5 4.7 I 3.0 2.3 0.6 0.4550 3.2974 6.5379 I 2.7552 
MCNT~ *I 10.S 15.7 I 13.0 16.6 18.3 9.4584 10.5133 1.6000 I 1.8172 
NEBRASKA *I 1.9 0.6 I 2.3 1.0 2.8 3.7011 2.1204 4.3877 I 0.5556 
NEl.JADA I o.o 0.2 o.o 1.2 o.o 2.8118 1.3016 1.3803 I 0.2853 
NEW ~~HIP.E *I 1.2 1.4 0.8 1.3 1.5 4.7309 0.7049 4.5813 0.8994 
NEW JERSEY I 6.2 4.4 S.4 4.3 4.4 1.2420 2.2215 1.5439 1.3721 
OOI MEXICO I 0.9 4.S 1.5 5.9 1.6 4.8850 3.5386 11.4237 9.6227 
NEW YORK *I 2.1 2.1 2.6 4.6 2.7 2.0844 1.5114 1.3797 2.6957 
NORTH CAROW~ *I 8.0 3.5 6.0 5.9 5.4 1.8766 2.2917 1.2376 1.5498 
NORTH MKOTA *I 1.9 6.5 2.2 1.4 S.3 2.6005 1.1869 1.6015 0.9289 
OHIO I 11.6 6.S 11.4 3.8 2.1 2.2627 3.4858 2.2136 2.4798 
OKLAHCM *! S.8 6.8 1.4 2.4 3.4 5.0653 2.6028 2.7178 4.2652 
OREGCN *'! 3.4 4.3 7.3 2.0 2.9 3.1026 4.4200 2.6195 0.8100 
PEttlSYLVi!t'~IA *I 9.0 7.0 7.5 8.1 3.7 3.5784 4.9910 3.6623 1.9215 
RHC:OE I S~lD *I 4.1 2.3 2.5 5.5 4.1 4.5136 2.4405 1.0769 4.1357 
SOUTH CAROL!t~ I 5.3 7.1 2.8 6.2 2.2 1.6882 2.4157 5.9218 5.6899 
SOlJTH ~KOTA I 11.6 3.6 0;0 1.5 6.8 0.8678 1.7607 2.7998 0.8925 
T8~ESSEE *I 3.0 8.4 4.8 3.7 3.1 2.4986 2.6417 2.0638 1.4716 
TD'.AS I 5.2 3.1 4.5 5.2 2.4 3.6744 4.3943 . 5.3362 3.6811 
lJTAH *I 1.9 3.5 12.1 3.4 4.8 4.9655 2.4514 4.2198 1.8297 
VEP.!".CNT *I 5.4 9.9 6.9 11.7 2.5 5.3184 4.8598 0.3108 3.3976 1 
VIRGINIA *I 6.1 3.5 1.6 2.4 1.9 1.5744 2.4248 1.3423 1.2044 I 
~SHINGTW *I 5.0 6.6 8.1 2.0 4.0 7.8019 1.3682 4.1618 2.2743 I 
J.IEST VIRGINIA *I 1.7 4.9 9.9 3.7 12.7 6.3191 6.5272 2.3655 2.3483 I 
WISCCUSIN *I 11.5 8.0 8.9 6.2 3.5 2.9469 3.0913 2.4599 . 3.1340 I 
~crmm I 7.7 8.9 6.3 6.2 I 2.8 2.5851 2.9154 2.2749 1.5255 ! 

* STATES TfJAT ~E 1'!£0Jf'AILY m-mv Ii" X 



Question No.8 

In those States which do have medically needy programs what has their 
experience been with the program: Is it more difficult to administer 
than the regular Medicaid program? Do expenditures increase at a more 
rapid rate that the Medicaid program in general? Who are the prime 
beneficiaries of the program? 

Answer 

Due to the "Spend-down" requirements, it is more difficult to administer 
a Medically Needy Program. 

A recent study by Urban Systems Research and Engineering of Cambridge, 
Massachusettes, has shown that after adjusting for nursing home clients, 
Medicaid per capita expenditures for Medically Needy clients are 
approximately 1.8 times the per capita cost for categorically needy 
clients. 

It is difficult to identify the prime beneficiaries of Medically Needy 
Programs in other states, since they classify nursing home residents as 
Medically Needy clients. In New Jersey, nursing home residents are 
covered as categorically related Medicaid clients. 
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KARL WEIOl:L 

Honorable Jay R. Goldstein, M.D. 
Commissioner 
Department of Healtb 
Health & Agriculture Building 
Room 805, CN 360 
Trenton, NJ 08625 

Dear Dr. Goldstein: 

MICHAEL. J. BASAR' 
COMMITTEE AIDE 

On July 12, 1984"tbe Assembl7 Revenue, Finance and Appropriationa 
Committee will hold a public bearin1 on A. 608 vhicb would extend Nev 
Jersey's Medicaid program to include tbose persona and households 
considered •medically needy.• 

New Jersey•a hospital rate aetting program (DRGs) currentl7 prov1dea 
upwards of $200 million 1n reillburaeaent tor indigent coats and bad debts. 

The Committee would be intereated 1n knowing it there are any 
estimates aa to the amount ot indigent coats and bad .debts wbicb are 
attributed to persona and houaebolda who would be considered medically 
needy. 

I look forward to your reaponae and a127 additional int'ormation 10u •81 
wish to bring to tbe Committee•• attention at its public bearing on 
July 12. 

JSW:H/pb 

Sincerely, 
_,,,.,-. !:. I _,....., I , • ..L_ 

--t._ . _,,· ~. ~(.,. r-= 

A mblyman John s. Watson 
Vice Chairman 
Assembly Revenue, Finance and 
Appropriations Committee 
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ASSOCIATION FOR CHILDREN OF NEW JERSEY 

TESTIMONY PRESENTED: 

201 /643-3876 

17 Academy Street, Suite 709 
Newark, New Jersey 07102 

ASSEMBLY REVENUE, FINANCE AND APPROPRIATIONS COMMITTEE 
THURSDAY, JULY 12, 1984 

TRENTON, N.J. 

Presented by: 
CIRO A. SCALERA 

Executive Director 

I am here today on behalf of the Association for Children of 
New Jersey (ACNJ) to express our strong support for A-608 which 
expands New Jersey's Medicaid program to include "medically needy" 
individuals. ACNJ, along with the Federation of Senior Citizens 
is actively involved in the Medically Needy Coalition in our state 
and has been consistently supporting this legislation and initiative. 

As a statewide, citizen-based child advocacy organization, 
ACNJ recognizes that the lack of adequate health care is one of the most 
pressing problems facing children in our state today. We believe 
that enactment of a Medically Needy program is one of the most 
important steps that can be taken to begin to address these health 
care needs. 

Medicaid is an Important Children's Program 

Medicaid is the largest government health care program for the 
poor, and children represent the largest group (approximately 50%) 
of individuals covered under Medicaid. According to a 1982 Bureau of 
Census report, Medicaid covered 40% of all poor households ••• 52% of 
all poor households with children under 19 years. Clearly, poor 
children depend heavily on Medicaid. 

I have attached the- Executive Summary report commissioned by 
the American Academy of Pediatrics (AAP) entitled Medicaid and 
Children: A Policy Analysis for your information. This national 
report and others pointed out some disturbing trends in terms of 
the poverty and health status of Medicaid children. 

Poverty Status of Medicaid Children 

In the past year there have been various Census Bureau reports 
on the increase in poverty in America. The House Select Committee 
on Children, Youth and Families recently estimated that one out of 



five children and one out of two black children live in poverty. 
In discussing federal and state programs designed to help these 
children, the AAP report found that eligibility standards have 
not been adjusted for inflation, particularly for AFDC recipients 
whose families must be increasingly poor to qualify for Medicaid 
under AFDC. 

"The implications of the failuz.:e of eligibility standards 
to keep pace with inflation, it notes, can be summarized 
as follows: 

Unlike other population groups, children in 
low-i.ncome families rely largely on Medicaid 
with fewer other financial resources to pay 
for medical care. 

A smaller percentage of poor children than 
before are eligible for Medicaid. This trend 
will worsen unless current eligibility standards 
are raised. 

A decreasing proportion of families below the 
national poverty standard are covered by AFDC. 

In many two-parent households, poor families 
with children do not qualify for AFDC. 

In 1980, less than 50% of dependent children 
under age 21 in :amilies with incomes below 
the national po\ ... rty standard received Medicaid. " 

Health Status of Medicaid Children 

The AAP report cites documentation of the fact that poor 
children have more health problems than other children. Children 
i~ low-income families were 3.5 times as likely as children in 
high income families to be judged as being only in fair or poor 
health. Low-income children have higher infant mortality rates 
despite nationwide improvement in all income groups. Dental disease 
is another area showing disparity between children of different 
income groups. The report also points out the growing medical 
problems for infants needing newborn intensive care, children with 
chronic conditions and adolescents. 

It concludes that because of the restrictive nature of eligi­
bility criteria, a substantial number of poor children are not 
covered by Medicaid, and cites the drastically growing number of 
children without coverage in the last five years. 
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The situation in New Jersey reflects many of these national 
trends. Two recent reports completed by ACNJ, Through the Safety 
Net: The Child Watch Project and Not Enough to Live On, a Survey 
Of9Living Costs and Conditions of Head Start Families in Newark, 
provided us with important data on problems in the health area. 
Both identify the need for a medically needy program as a priority 
in New Jersey. · We support A-608 for several reasons: 

TENS OF THOUSANDS OF NEW JERSEY'S POOR CHILDREN LOST MEDICAID 
ELIGIBILITY AND ARE WITHOUT ACCESS TO HEALTH BENEFITS. 

Our Child Watch report indicated that at least 18,500 children 
lqst Medicaid benefits due to the 1981 federal budget cuts. Although 
they and their families lost benefits because their income was con­
sidered too high for AFDC eligibility, their income remains below 
the poverty level. Because new families were being enrolled at the 
same time as families were deleted, this number may not represent 
the actual number of children removed from eligibility. We believe 
it may have been as high as 40,000 children. 

For a family of three, for instance, $571.73* a month is set as 
the income above which AFDC, and thus Medicaid coverage, can no long­
er be given. That translates to a yearly income of $6,860.75. The 
official federal poverty level for such a family is $8,460.** 

For a family of four, $666.14* a month is the AFDC eligibility 
limit with a year salary for this income level of $7,993.62. The 
official federal poverty level for this size family is $10,200.** 
In both cases, families unable to qualify for Medicaid are between 
$1,600 and $2,200 below the poverty level sum. 

According to our Head Start survey, Not Enough to Live On, 
families without Medicaid pay an average of $23 for each visit to 
the doctor, although the range of payments is from $5 to $55. This 
represents an average of 4% of income for each visit as contrasted 
to the 1% of income that families with incomes of $25,000 pay for 
each visit. Over 40% of the Head Start families not receiving Medi­
caid reported that they have not gone to the doctor with a sick child 
because they did not have the money. 

FOR PREGNANT WOMEN AND YOUNG CHILDREN, THE CONSEQUENCES OF GOING 
WITHOUT HEALTH CARE ARE PARTICULARLY DIRE. 

The infant mortality rate in New Jersey as a whole increased 
from 10.6 in 1981 to 11.7 in 1982. In addition, fetal deaths in­
creased from 9.16 to 10.3, neonatal deaths from 7.13 to 8.1 and 
perinatal deaths from 16.7 to 18.7. Because of the exceedingly 
stringent eligibility limits, large numbers of pregnant women and 

*This AFDC eligibility level has been revised to indicate latest 
benefit levels incorporated in the 1985 New Jersey budget. 

**Latest Federal Poverty Guidelines, revised as of February, 1984. 
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children are excluded from health coverage that more affluent seg­
ments of the population take .for granted. 

LOSS OF MEDICAID ELIGIBILITY HAS PROHIBITED CHILDREN FROM PARTICI­
PATING IN PREVENTIVE HEALTH CARE PROGRAMS. 

Preventive health care programs such as the Early Periodic 
Screening, Diagnosis, and Treatment Program (EPSDT) have resulted 
in savings in state health costs. Strengthening cost-effective 
preventive child health and maternal health programs mean long 
term budget savings. Studies show that screening and treating 
young children under Medicaid saves $8 in later costs for every 
dollar spent now. In New Jersey, it costs about $21 per child to 
perform a Medicaid screening while the cost of a one-week stay in 
the hospital is well over $1,000. 

Low birth-weight babies are 20 times more likely to die in 
infancy than other infants and to suffer handicapping conditions. 
One in 20 pregnant women and one in 11 nonwhite pregnant women 
receive prenatal care late or not at all. Babies born to women 
who receive adequate prenatal care are three times less likely to 
be born underweight. 

Studies show that women who receive Medicaid while pregnant 
are less likely to have low birthweight babies and are less sick 
themselves than those who have no health coverage during pregnancy. 
Hospital bills are significantly lower. · 

It cost $1,400 for Medicaid to provide complete maternity care, 
including delivery, to a pregnant woman. It costs $1,000 a day to 
hospitalize an infant born sickly and underweight because a mother 
did not receive prenatal care, and the average length of stay is 
20 days. 

It costs $600 to provide a baby with a complete schedule of 
checkups and immunizations under Medicaid and to care for any ill­
ness that occurs over an entire year. It costs thousands of dollars 
to hospitalize a child who was not immunized and thus contracted 
diphtheria or measles. 

MANY OF THE MEDICALLY NEEDY NOW RELY ON EXPENSIVE HOSPITAL AND 
EMERGENCY ROOM CARE, WHETHER THIS IS MOST APPROPRIATE OR NOT, AND 
ACCOUNT FOR A LARGE PORTION OF UNPAID HEALTH BILLS IN OUR STATE'S 
HOSPITALS. 

Many poor people who do not qualify for Medicaid use the state' 
hospitals, particularly the large inner city hospitals, receive 
costlv hospital care and leave behind a trail of unpaid or "uncompen 
sated'' bills. Evidence of this turned up in our Child Watch survey 
wherein emergency room personnel and doc~ors indicated that hospital 
emergency rooms were used as if they were primary health care clinic 

The state and third party insurers ultimately pay for this 
uncompensated care. It could be paid with federal Medicaid dollars 
if more low-income people were Medicaid eligible. 
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There are least four options to funding a medically needy 
program presently under review by the Department of Human Services. 
Each option varies as to the persons covered and the state costs 
involved. Option II is the most fiscally realistic option. However, 
we recognize the importance of covering mothers of medically needy 
children which is included in Option III. 

The strong financial incentive to draw down more federal 
dollars has led 30 states and the District of Columbia to enact 
medically needy programs. At least 10 additional states are 
presently considering such programs. New Jersey is one of two 
states in the Northeast presently without this medically needy 
program. 

We hope that this Committee will act favorably on A-608. 

-s-
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I. FORWARD 

The paper which follows was co11111issioned by the American Academy of 
Pediatrics (AAP) to aid the organization in its deliberations on the 
Medicaid program. The analysis is that of the authors. not the 
Academy. Thus. the conclusions and recommendations should not be 
construed as an AAP policy statement. 

The AAP Medicaid Policy Statement can be requested from the AAP's 
Central Office: 

American Academy of Pediatrics 
1801 Hinman Avenue 

Evanston, Illinois 60204 
(312/869-4255) 
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II. EXECUTIVE SUMMARY 

Major gains have been made in providing health care to low income 
children since the inception of Medicaid. As many as 50 percent 
(10~ million) of the total Medicaid recipients in 1980 were 
individuals under 21. Further, they accounted for nearly $4 
billion of Medicaid expenditures. In the aggregate, low income 
children receive about the same amount of health services as other 
children. However, changes in eligibility criteria and limits on 
mandatory and optional benefits may reduce previous utilization 
rates and undermine the gains that have been made. Infants 
requiring newborn intensive care, chronically ill children, and 
adolescents are three subgroups who are at highest risk and suffer 
inadequate Medicaid coverage. Moreover, 34 percent of poor 
children under 18 had no insurance coverage whatsoever in 1977. 

Efforts to reduce program expenditures should focus on more equi­
table and efficient distribution of dollars among all eligibles, 
not on reducing the number of eligible children, especially since 
only about one-third of the poor are covered by Medicaid. 
Increased physician participation, which should be an important 
part of any such cost-reducing strategy, can be encouraged by some 
or all of the following: expanding restrictive eligibility 
criteria; offering a co111>rehensive list of covered services; 
eliminating arbitrary limits on the amount, duration, and scope of 
benefits; increasing administrative efficiency; and reimbursing 
physicians at fee levels which approach those obtained in the 
private market. 

These conclusions were reached following a study of available data 
on the Medicaid program undertaken for the American Academy of 
Pediatrics, which long has been concerned about the extent to 
which low income children were able to obtain medical care of good 
quality. The study describes the program, presents data on the 
ways in which it has been changing, examines interstate differ­
ences, and considers proposals for further changes. Finally, it 
concludes with a series of general reconmendations based on the 
analysis. It is intended primarily as a source document con­
taining current information and analyses to be used by the Academy 
and other child health experts in developing positions and strate­
gies to help protect the gains made to date in behalf of poor 
children and to contain program expenditures by encouraging 
greater participation of office-based physicians and experimenting 
with promising new methods of organizing and paying for medical 
care. 

Medicaid is a medical vendor payments program operated by the 
states under general federal rules and with federal financial 
assistance. The states, which also share in the cost, make impor­
tant decisions in four principal areas: eligibility, benefits, 
payment of providers, and administration. 



Executive Sunmary 3 

The largest Medicaid recipient group is dependent children under 
21. amounting to approximately 50 percent of all eligibles. 
States decide which groups to cover (AFDC and SSI recipients only 
or several optional groups, as well, including the medically 
needy) and what criteria to use to define them (income, assets, 
and family composition). 

States also determine the benefit package to a considerable degree. 
They must cover the following mandatory services: hospital (both 
inpatient and outpatient); physicians' services; lab and x-ray 
services; early and periodic screening, diagnosis and treatment 
(EPSDT) services for children under 21; skilled nursing facilities 
(SNF); family planning; and rural health clinics. In addition, 
they may choose to cover virtually any other service at their 
option (including drugs, dental care. and intermediate care 
facilities {ICF)). For each service which a state includes, it 
must decide on the amount, duration, and scope to cover. 

States pay providers for the services rendered to eligibles and 
are reimbursed by the federal government for a portion of those 
expenditures {from 50% to 78%, depending on a state's per capita 
income). All but 11 states pay hospitals on the basis of their 
reasonable costs, as under Medicare. States pay physicians and 
other practitioners on a fee for service basis. Hospitals and 
physicians alike claim that Medicaid programs do not pay them 
enough. 

Finally, in order to-operate a complex Medicaid program, a state 
must perform certain administrative tasks. It must establish 
policies and procedures to determine eligibility, pay bills, 
monitor the program's activities, and plan for the future. On 
average, states spend on these administrative functions 5.5 percent 
of the amount spent on services. 

Since each state has considerable latitude. it is not surprising 
that the programs vary considerably from state to state. Data are 
presented which demonstrate that state programs are different from 
one another in important ways; that such differences have been 
observed from as long ago as 1970; that the programs have changed 
over the years; and that the policies which together comprise a 
state's Medicaid program are not always consistent with one 
another. From 1970 to 1975, the general tendency among the states 
was to liberalize the programs, primarily by including the 
medically needy and by adding optional services to the list of 
covered benefits. This trend was reversed by 1978, however, as 
the states retrenched. From 1978 to 1980, although many changes 
were adopteds, they folowed no clear pattern. The programs were 
somewhat less restrictive in 1980 than they had been in 1970, but 
much more restrictive than they had been in 1975. Fragmentary 
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evidence suggests that, since 1980, the trend con~inues to be 
more restrictive. • 

Unfortunately, the effects of state Medicaid program discretion 
have not been well researched. Preliminary analyses reported here 
suggest that a program which is more service-oriented and less 
restrictive is more likely to be an expensive program. The reason 
may be simply that more eligibles are entitled to more services in 
such programs. On the other hand, lowering the fees paid to phy­
sicians or failing to raise them with inflation is associated with 
higher expenditures, contrary to the expectations of the policymak­
ers who introduced them. It is apparent that progranmatic out­
comes {utilization and expenditure rates, for example) are the 
product of complex interactions between Medicaid program charac­
teristics, economic conditions, the local medical care environ­
ment, and other factors. 

Medicaid is very important to meeting the medical care needs of 
low income children. Fifty percent of all Medicaid recipients are 
children, a proportion which has remained relatively constant 
since at least 1973. While children represent half of the 
Medicaid population, however, they account for less than one-fifth 
of Medicaid expenditures because the services used by children are 
much less expensive than those used by other groups, particularly 
the elderly and disabled. 

Children, unlike the elderly who rely on other sources of public 
spending (e.g., Medicare), depend heavily on Medicaid. Further, 
it is twice as i~ortant as a source of payment for physician 
services for children than it is for non-elderly adults, and four 
times more important than for the elderly. It is even more 
important as a source of funds for children's hospital services 
than for physicians' services. Thus, children, their doctors, and 
their hospitals rely on Medicaid more than other groups of 
eligibles and other providers. 

These gains are threatened by the actions which the states and 
federal government have been taking in an effort to cope with 
their fiscal problems. Eligibility standards are not keeping pace 
with inflation, and the numbers of eligibles in many states are 
actually declining even though the current recession has put many 
out of work. Limitations on benefits and the failure to raise 
reimbursment rates are having similar effects. 

The Omnibus Budget Reconciliation Act of 1981 included several 
major reforms affecting children: {1) reductions of federal 
contributions to state Medicaid programs of 3 percent in FY 1982, 
4 percent in FY 1983, and 4.5 percent in FY 1984; (2) block grants 
which replaced and reduced the amount of several formula grants 



Executive Sunmary 5 

and categorical health programs; and (3) increased state 
discretion in the operation of Medicaid and the block grants. 
Since passage of the Reconciliation Act the following changes have 
been documented by the Intergovernmental Health Policy Project, 
the National Governors' Association, and the National Association 
of Childrens' Hospitals and Related Institutions: 

1. Mandatory benefits 

Some 16 states have limited or propose to limit the 
numbers of hospital days covered either by a yearly 
maximum or a limit per spell of illness. 

• The most conmon changes noted in outpatient care and 
emergency room services are limits on the number of 
visits and imposition of copayments. 

• Eight states report decreasing the number of annual 
physician visits reimbursable by Medicaid. 

Seven states have adopted or proposed changes in the 
EPSOT program -- reducing the scope of services, re­
ducing outreach, eliminating EPSDT for general relief 
recipients and medically needy recipients, reducing 
dental services. Texas and Arkansas are the only 
states taking a more generous approach. 

2. Optional Benefit~ 

• Mississippi officials have said that the state will drop 
optional services altogether if Medicaid is underfunded. 

• Prescription and over the counter drugs are the op­
tional services most affected by changes in 1981 and 
1982 -- 19 states adopted or propose to adopt or in­
crease copayments; several states are eliminating 
coverage of certain drugs; others are setting limits 
on the annual number of prescriptions reimbursable 
by Medicaid. · 

Restrictions on the number of eyeglasses per year and 
new cost-sharing requirements are being set for 
prosthetic devices, eyeglasses and hearing aids. 

3..r .r 
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• States generally have taken a more generous approach to 
coverage of home health care. 

• Dental care has been dropped or reduced in several 
states. Seven states plan to impose copayments on 
each dental visit. Only Maine has expanded the range 
of reimbursable dental services. 

• Coverage for mentally retarded individuals in inter­
mediate care facilites has been added in five states. 

3. El i g i b i1 i ty 

• Several states have adopted or proposed more restrictive 
eligibility requirements for mandatory eligibles. 

• Only two states report changes in income disregards or 
excluded assets. 

• California has recently decreased the market value of 
real property exempt in co~uting eligibility from 
$25,000 to $6,000. 

• The most common practice followed by states is not ad­
justing the eligibility standards or actual payments 
according to inflation. In 1980, only five states were 
within 90 percent or more of their comparable 1970 
standard; 27 states were at 60-89 percent; and 18 
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states had eligibility standards set at only 24-59 per­
cent of the 1970 level. Only five states increased their 
payment standards at or above the rate of inflation 
during the 1970 to 1980 period. 

• Three out of four states reporting changes in SSI are 
adopting more generous eligibility policies. 

• The medically needy eligibles have been the target of 
the greatest number of changes. Income standards are 
increasingly restrictive. Other state initiatives 
include restricting aliens' eligibility; eliminating 
recipients whose eligibility was based on Title XX 
Child Care payments; eliminating medically needy 
caretaker relatives whose eligibility was based on 
AFDC, except for prenatal and delivery services. 

Ten states eliminated coverage of 18-21 year olds. 

Families with unemployed parents {AFDC-U} is another 
optional group increasingly being eliminated. 



Executive Sunmary 

Several states have extended coverage to pregnant women 
for the care of their unborn child while other states 
have reduced it. 

4. Reimbursement 

Since 1980, 11 states had been approved to reimburse 
hospitals at other than the Medicare rate. Another 
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11 states have established and two more are considering 
adopting new payment plans, primarily prospective hospital 
reimbursement. 

Limits have been set on the amount of Medicaid reimburse­
ment for inpatient hospitals in several states. 

Only three states are planning to change their outpatient 
hospitals' reimbursement methods. Some are placing 
limits on emergency room use to prevent non-emergency 
use. Others are just lowering the rate. 

Physician reimbursement method changes will occur in six 
states. The trend is to decrease, freeze or place limits 
on reimbursement increases for providers. 

EPSOT fees to physicians were increased in five states. 

5. Medicaid Waivers and State Plan Amendments 

Horne and conmu.nity-based waivers in long term care are the 
most conmonly requested waivers, with case-management 
waivers running second. 

State plan amendments have been primarily in the area 
of changes in methods of hospital reimbursement, towards 
prospective reimbursement. 

Under HCFA's research and demonstration authority, some 
141 projects with waivers are still in operation, with 
long term care demonstrations as the most popular. 
Only a handful of projects relate directly to child 
health. They include: a test of alternative reimburse­
ment methods of physician reimbursement in continuing 
care for children; integration of comprehensive health and 
special eduction services in schools; improving access to 
obstetrical services for Medicaid eligible mothers; 
assessment of capitation and case management for dental 
services for AFDC Medicaid beneficiaries; and examination 
of the effects of copayment on referral and utilization. 

31~ 
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The most important trends occuring besides those in 
long term care are in the areas of case management and 
cost-sharing. 
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Federal officials have estimated that 661,000 eligibles will lose 
Medicaid coverage between 1982 and 1983. Conditions of par­
ticipation for providers, too, will result in reduced availability 
of services. Physicians will increasingly be faced with such 
financial and ethical dilenrnas as whether to treat Medicaid 
patients at all and, if so, whether to alter the nature of the 
treatment to compensate for the increased uncertainty inherent in 
the new policies. More turnover in eligibility will result in 
further loss of the opportunity for children to receive comprehen­
sive, continuous treatment provided by office-based physicians. 
For adolescents, eliminating their eligibility can only further 
reduce their already low use of health services. 

The most important issue facing providers concerned with child 
health is Medicaid eligibility. The gains made by expanding 
access to care for all children are being threatened by current 
efforts to reduce the number of low income children eligible for 
benefits. This is an issue which seriously affects the ability of 
physicians to serve low income children. 

Strategies to contain Medicaid costs should focus not on reducing 
eligibility and benefits, but on increasing the participation of 
low-cost, office-based primary care physicians. This goal can be 
accomplished by some or all of the following: stabilizing 
eligibility; covering a comprehensive range of services; omitting 
arbitrary limitations on the amount, duration, or scope of 
benefits; administering the program with efficiency; and paying 
physicians at rates which approach those received from private 
patients. Available evidence cited in the report suggests that 
this approach will contain expenditures without adversely 
affecting low income children. 

In addition to increasing physician participation in the program, 
experiments should be conducted in new ways of paying for and 
delivering services. These experiments should be approached with 
caution and tested on a limited scale to permit adjustments and 
fine-tuning if problems arise. Case management, an arrangement in 
which a patient receives care from or through a specific primary 
care physician, limits the patient's freedom to choose a provider 
in an atte111>t to encourage more appropriate use of the system. 
Prepayment, under which outlays are known in advance and 
incentives encourage providers to avoid the overprovision of 
services, is another promising idea which has not been widely 



Executive Su111T1ary 9 

tested with a Medicaid population. It. too. is worth experimen­
tation under limited conditions. 

Cost-sharing. on the other hand. is an approach to reducing utili­
zation which is inappropriate for Medicaid recipients, especially 
children. The problem is that it causes low income people to 
forego services. but provides no guidance to help them differen­
tiate between those which they can safely eliminate and those 
which they need. Further. copayments have their greatest effect 
on relatively inexpensive services, like physician care. which 
should not be discouraged. 

If Medicaid is federalized. as the administration has proposed, a 
residual will be left to many of the states which have broader 
programs than would be encompassed by a federalized Medicaid. If, 
at the same time, AFDC is turned over to the states, it is like~y 
that both programs would face greater financial pressures than 
either does now. The states would have the full AFDC burden, 
which is now shared with the federal government. as well as the 
Medicaid residual. Under those circumstances. states would be 
likely to cut eligibility. benefits, and reimbursement still 
further. Thus. a federalized Medicaid program must also be 
approached with caution. Present versions of the proposal appear 
to harm low income children and the professionals who provide 
their medical care. 

The challenges facing Medicaid today center primarily on pro­
tecting the gains alN?ady achieved and, at the same time, on 
improving the program so that necessary efforts at containing 
expenditures do not reduce the access of people in need to the 
services they require. Whether those challenges can be met suc­
cessfully depends on good ideas and the political skill to see 
that they get a chance to be tested. The stakes are high and the 
outcome is uncertain. 
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This paper, conmissioned by the American Academy of Pediatrics*, 
presents a comprehensive analysis of the role of Medicaid as a funding 
source of health care for children. The program will be described as 
it has developed over the past 17 years -- its acomplishments, its 
problems, and the recent proposals which have been advanced to solve 
some of the difficulties. Emphasis has been placed on analyzing 
changes in the Medicaid program before and after The Omnibus Budget 
Reconciliation Act of 1981 as well as on identifying the major areas 
of state variation affecting children. The information presented is 
the most current and complete we have been able to find. Yet, states 
are constantly changing their Medicaid programs, and they do not 
always report the changes promptly. Thus, it is possible that some 
changes have occurred since the paper was completed and others, which 
occurred prior to completion, may have gone unreported. For both 
reasons, the material available to us may occasionally not reflect the 
present situation. 

In many ways, the challenges posed by Medicaid today are greater 
than ever before because the current recession has increased the need 
for such programs at the same time that it has reduced the capacity of 
governments to meet that need. Moreover, dramatic proposals -- first 
to "cap" the federal share of Medicaid's expenditures and then to 
"federalize" the program -- have surfaced and are being debated and 
negotiated. Consequently, the Academy requested that a White Paper on 
Medicaid be prepared to summarize what is known about the Medicaid 
program as it relates to children, to identify the most important 
changes that have occurred at the federal and state levels, and to 
assess the likely effects of these changes on children. The principal 
purpose of the paper is to provide background information and analysis 
which can assist Academy leaders and other child health experts to 
determine how best to contribute to the debates on Medicaid's future. 

* Committee on Child Health Financing, R. Don Blim, M.D., F.A.A.P., 
Chairman and Division of Pediatric Practice, Samuel Flint, .Director • 
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A 608 
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The NJ: Federation of senior Citizens. as a particip~nt in a 
Medically ~eedy Coalition. is grateful to Assemblyman Deverin for 
introducing A 608. We urge the passage of the bill with an amend­
ment mandating that the Ccnnisaioner ot the Department of Hwaan 
service• ~arry out a Medically Needy Prccp:am.inat .. d ot just 
authorizipg the Connisaioner to do so. 

Under auch a progr.... fr .. medical care - Medicaid - would be 
extended ~o c:over persona who, except for their inccne, would be 
eligible tor the federal categorical programs. Aid to Families 
with Dependent Children (AFDC) and SUppl-entary Security Inccne 
(SSI). Tb••• two programs set the incc:me guidelines belgv the 
poverty level.According to the Census, the poverty level for a 
family of ~ in 1982 waa 39,862. AFDC benefits for such a family 
is just about half of this level: it is $4,968. SSI is also 
below the poverty level because for several years in the past, the 
State absorbed the social security cost-of-living adjustment instead 
of passinq it along ta the recipients. And while the state no longer 
does this, the social security COLA applies only to the Federal part 
of the benefit and not to the State supplanent. 

The aepartment of Human Services haa drawn up s.veral alternative 

service ~ackaqes. We support Option II under which children would 
receive free ambulatory care. pregnant women would get prenatal, 

delivery and postnatal care, and the aged and disabled persons would 
receive selected services. The Department estimates that under 
this option, 100,000 ag~ and disabled persona, 100,000 children, and 
3, 000 pregnant wanen would be c:overed by a Medically Needy Program;.. 

· The cq•t of the program i• estimated to be about S73 million. 
But the federal government would pay about halt - S36 million -

and the State would pay the reat with $18 million from the general 
fund and,Sl9 million from the caaino FUnd. 

We ur~e the Department to add to the selected services for the 
aged and disabled dental, pediatric and optometric care and optical 

a99liancea, ~hich would brinq the total out of the caaino Fund to 

about $21.l million. 

What '!re 3ome ,..,f ':he Less Gbvious 3enefits -,f 3ucn '! ?rogram? 
L) It •.iould gncouraqe orimary and preventive care, thus reducinq 

misuse of ~ergency rocns and complications frcm unattended health cate. 
2) ':'here would '.:le an incentive for· Low-i.ncome workers to stay on 

the job gven if they lost their AFDC '.:lenefits. 3ince cheir cnildren'! 
heal~~ care would be covered by Medicaid. 

J) Mor~ oeoale would get hcne health care and so would not have to 
be institutionalized. · 

4) The ?regnant women would give birth to healthier children needlnq 
fewer health care services. 

In view.of the great need for a Medically Needy program and +:he 
availability of 336 million of federal funds. we think it would be 
inexcusable for the state to refuse to adOl)t such a program. 

Enclosed: a fact sheet explaining a Medically Needy Program in greater 
detail: anecdotal notesi & a list of organizations endorsinq this program. 

'II ~ Sllbnlitted by Edith Edelson 



MEDICALLY NEEDY COALITION 

JW.y 5, 1984 

Th• Medica~ly N .. dy Coalition con•i•ts of the followinCJ orqanization•1 
AHociatigp for Retarded Citizen• of NJ 
As•ociation of Children of NJ 
Ber9en co. ,Coalition of Retired Seniors and Disabled People 
District 65 Reti.r•• of Berqen County 
Here to Help, Inc. 
Home eealt:ll Aqency Assembly 
NJ Assn. of Reh&Dilitation Facilities 
NJ Coalitien of Citizens with Dis&Dilitie• 
NJ Dental Assn. 
NJ Federation of Senior Citizens 
NJ Podiat::y Society 
Old Bridqe·Office on A;inq 
SeAior .Cluaa-cf BltrCJen County Inc. 
social Action Center, Schaal of social Work, Rutgers University 
Union Councy Division on Aqinq 
Woodbridqe-Township IAvolved Senior Citizens 

Health Services Aqency of Berqen - Passaic Counties 
State PUblic Advocate 

The campaiqn of the COal.ition baa been endorsed bys 

Child Advoeacy Coalition of Bunterton County 
Community Life Commi••£on, NJ Council of Church•• 
Community OUt.reach Proqram for Senior Adult• (COPSA) 
DIAL for Independent Livinq 
Essex eouncy Division of A;inCJ 
Family Plaaninq Advocates of NJ 
Middlesex County Association of the Blind 
NJ TEnants Orqanization 
Princeton.Friends !'!eetinq Peace i Social Order Committee 
Princeton Senior Resource Canter 

Visi tinq Nurse Association in ~1iddlesex Count•f 
~ational Council of Jewish Women--NJ St.ate ?ublic :\ffairs Commission 
Family Planning .\dvocates of NJ 

Assemblyman Oeverin's aedically Needy bill, Ll.Q!. has been 
supported by: 

Health & Welfare council of Berqen County 
Middlesex County Hum.an Services Council 
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_ FACT SHEET EXPLAINING A •MEDICALLY NEEDY• PROGRAM 

WHO ARE MEDICALLY NEEDY? 

They are •ome of .the poorest people and •ome people of moderate 
income, all of whom cannot afford t.he health care they need. They 
are people who meet the eligibility requirement• - except for their 
income - of the federal catergorical programs, •Aid to 1ami1lea with 
Dependent Children• (AFDC) and •supplementary Security Income• (SSI) • 

. Thes.e .two progr&m1 . .aet.. ~he in~ome. guiclelinea below the .poverty level. 
·-"'According to the Census, the poverty ie·vel ·for a !amny ctf .. 4 · tn 11382 · · 

was, $9,862. AFDC benefits for •uch a family is just about half of 
this level1 it is $4,968. SSI is also below the poverty level because 
for several years in the past, the State absorbed the social security · 
cost-of living increase (COLA) instead of passing it along to the 
recipients. And while the State no longer does this, the Social 
Security COLA applies only tot.he federal·part of the benefit and 
not to the State supplement. 

HOW WOULD A MEDICALLY NEEDY PROGRAM WORR? 

Under the Federal ·Medicaid Law, income eligibility for the 
Medically Needy Program is tied by formula to the AFDC guidelines. 
In accordance with this, the State Department of Hwnan Services has 
set the income standards of eligibility as follows: 

FAMILY SIZE: 2 3 4 5 6 

•MAXIMUM STANDARD·$SB4.93 $584.93 $760.40 $885.96 $1001.52 $1117.JB 
. , 

, •Note: These are the maximum standards allowed for Federal . 
Financial Participation, which means that the Federal 
Government will reimburse New Jersey for about half 

_the.payment• under Medicaid. 

Medicaid would pay for the services covered in the State'• 
Medically Needy Program for persona whose monthly income does not 
exceed the above standards - provided they meet the other eligibility 
.requirements of AFDC or SSI. 

WHEN INCOME EXCEEDS THE STANDARD 

A •spend-down• provision weuld permit persons with incomes 
higher than the above atandards to be eligible for Medicaid benefit• 
when their incurred medical expenses equal the amount of excess 
income. 

EXAMPLE• Mr. A'• countable monthly income 1• $700.00r his med~cal 
expen1e1 at the time of application equal fll9.73. The 
amount of exce11 income la fll5.07 ($700 - $584.93). 



MEDJCALLV MEEDY INCOME ITANDA~D 

AMOUNT or INCURRED lXPENSEI 
NEEDED TO !STABLISH ILJG181LXTY 

TOTAL INCURRED MEDICAL EXPENSES 
AT THE TIME OF APPLICATION 

.. .ts••. p> 

115.07 

119.73 
,,. - . . . . ~ ": . ,. ~ ' . .. .. 

'. 

Mr. A would be eligibie under·-. Medically'Needy Program aince 
hi• countable income of $700.00 ha• been reduced below the Medically 
Needy •tandard of $584.93 by $119.73 incurred medical expenses. 

The Department of Buman Service• baa c!rawn up aeveral ··alter­
na ti ve service packaqes •. Option II'of t.heae packages would provide 
For Children: ambulatory care (outpatient hospital, lab/x-ray, 
ocllnic, drugs, physician, dental, optometric, optical appliances, 

~·..,_~os.t.he.tica an4 aecUcal "anspoztation) . · 
.·' 

For Pregnant women: prenatal, delivery_ and -postnatal care. 

t . 

For Aqed and Disabled Persons: aelected service• (home health, 
lab/x-ray, clinic, medical day care, physician, medical transportation . 
and medical supplies and equipment.) · 

Option II would cover about 100,000 aged and disabled persons, 
100,000 children and 3,000 pregnant women. 

WHO WOULD PAY FOR A MEDICALLY NEEDY PROGRAM? 

The Federal Government would pay about half of the cost, and 
the State would pay the rest, using the General Fund and the Casino 
Fund. 

The estimated coat of Option II is $73,718100f Of this, the 
Federal share would be about $36 million: the State's share would be 
$37 million - $18 million from the general fund and $19 million from 
the Casino Fund. , .. 

Because of the importance of dental, pediatric and optometric 
care and optical appliances to the aged and disabled persons, these 
services should be included, bringing the Casino Funding up to about 
$21.1 million. . :· .. 1 .. 

' . . ......... . . . . . . . . . . . . . . . . . . . . . . . 

· A Medically Needy bill has been introduced in each house-
. A 6-08 by Deverin in the Aasembly, and S 1718 by Bassano in the Senate. 

In view of the great need for a Medically Needy program and the 
availability of $36 million of federal funds, we think it would be 
inexcusable for the State to refuse to adopt such a program •. 



PEOPLE IN N:S:SD OF A. MEDIC.1\LLY NEEDY PRCGRAM 

Mr. A in New Brunswick, 35 years old, gets SS disability benefits 
Lives alone. 
Income is $5 above Medicaid guideline. 

Problems: muscular dystrophy: debilitated: needs expensive 

food supplements: has to go to doctor about every week 

needs portable oxygen - provided by an agency. 

couple B in Edison, over 80, income is $425 for both: rent is $400. 

Wife is diabetic, high blood pressur~, overweight, has to 

have teeth removed, lofing sight~~has needed hernia 

operation for two years: h~s to postpone visits to dr. 

until she has enough mciney. 
79 yrs old 

Widow C/lives alone in mobile home. Income is $380/mo. Rent is $189: 

has health insurance $120/quarter. 

Problem: diabetic, losing sight, very nervous, needs glasses, 

needs dental work and special shoes, has skin problem. 

Widow W in Carteret, 62 years old, lives with working daughter. 

'\ 

Income is $439/mo. Blue Cross is $24.06/mQ. as Medicare supplement 

Prob~em: Had brain surgery for a tumor in 1982, one eye paralyzed 

has diabetes, phlebitis, arthritis of legs, needs dentures, 

under care of doctor and neurosurgeon. Needs to go to 

eye doctor to overcome double vision. Cannot be left 

alone. Needs encouragement to be active and to do 

things for herself. When in nursing home she was strapped 

in chair, was fed, wasn't helped to walk, and didn't talk, 

while at home she does things for herself, does light 

chores. 
Needs to attend a day care center but cost is $172.50/wk. 

Woman stays with her - $125/wk. When she can't come they 

pay a homehealth aide $6/hr. When woman was hospitalized 

daughter had to stay home from work. 

Impact on chimdren 

(Report of 1982 study of impact of termination from welfare on 
health of former recipients in Middlesex County:prepared by Research 
Center, School of Social Work, Rutgers U: Isabel Wolock, PHO Assoc.Dir) 

In Middlesex County 687 families lost welfare benefits as result 

· of revised welfare eligibility under 8/81 Cmnibus Budget Reconciliati 
Act. 78% had at least one medical or dental problem they couldn't 
afford. 49% of parents couldn't afford care of children's severe probierr 
Child A with asthma couldn't afford prescribed drug: child B had seriou~ 
back problem and needed bracerut couldn't afford it, also needed dental 
Un-1-. -'-.; 1,.1! f""t a..o.~,~,...L!t. ... t""\~f-h..::t.,. ... .of"!ll. 'h.1,~ ,..""',,1.rl..,..t.a- ,,.."""- ~- ~--.a.~ -..L.- - .... _, --
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GOOD t'ORNING.1 I AM CRAIG A, BECKER., ASSISTANT VICE 

PRESIDENT AND DIRECTOR OF GOVERf'tlfNT RELATIONS OF THE NEW JERSEY 

HOSPITAL ASSOCIATION, I AM HERE TO SPEAK IN SUPPORT OF A-608 

WHICH WCXJLJ) EXTEND NEW JERSEY'S f'<EDICAID PROGRAM TO PERSONS 

AND HOUSEHOLJ)S DEEMED f'IEDICALLY NEEDY, 

NEW JERSEY HAS BEEN HISTORICALLY IN lriE FOREFRONT OF 

PROVIDING ACCESS TO CARE FOR ITS ELJ)ERLY.1 DISABLED., AND POOR, 

lriE t'OST RECENT INITIATIVE IS ITS SUCCESSFUL DRG EXPERitvENT 

THAT HAS BEEN ONGOING FOR lriE PAST FOUR YEARS, UNDER lriIS EXPERif'lfNT.1 

NEW JERSEY HAS CREATED AN ALL-PAYER SYSTEM WHICH DISTRIBUTES THE 

COST OF PROVIDING FREE CARE TO lriE INDIGENT TO ALL INSURERS., 

INCWDING lriE STATE. - lriIS SYSTEM DIFFERS MARKEDLY FROM THE NATIONAL 

PROSPECTIVE PAYtvENT SYSTEM., \~ICH OOES NOT RECOGNIZE OR PAY FOR 

I ND I GENT CARE I 

NOW.1 HOWEVER,, WE ARE AT THE CROSSROADS WITH THIS 

INNOVATIVE AND EFFECTIVE SYSTEM, lriE FEDERAL GOVERNMENT.1 UNDER 

THE AUSPICES OF THE HEALTH CARE FINANCING AUTHORITY IS NOW LOOKING 

VERY CLOSELY AT WHETHER OR NOT TO ISSUE US A NEW DRG WAIVER, 

SHOULJ) HCFA a-iOOSE NOT TO ISSUE A NEW WAIVER., IT HAS BEEN CONSERVATIVELY 

ESTit'1ATED THAT IT COULD COST THE STATE OF NEW JERSEY ANOTHER $90 MILLION 

IN INDIGENT CARE, lriIS WOULJ) HAVE TO BE DISTRIBUTED OVER OTHER 

~7X 



-2-

INSURERS WHICH 'r'O.JLD CERTAINLY RESULT IN SIGNIFICANTLY HIGHER 

PREMIUMS OR COULD RESULT IN THE CUTBACK OF SERVICES OR EVEN CLOSING 

OF SOM: OF OUR INNER CITY HOSPITALS, ALL OF THESE SCENARIOS WOULD 

HAVE DISASTROUS EFFECTS ON THE HEALTH CARE DELIVERY SYSTEM IN NEW 

JERSEY, 

FOR THE NEW JERSEY HOSPITAL SYSTEM LEGISU\TION LIKE 

A-fi08 REPRESENTS A HEALTHY HEDGE AGAINST THE Tir-E WHEN UNCOMPENSATED 

CARE WILL ONCE AGAIN BE A PROBLEM. BEFORE THE DRG EXPERitvENT, fvW.tY 

OF NEW JERSEY'S HOSPITALS WERE PUSHED TO THE BRINK OF BANKRUPTCY 

CARING FOR THOSE LESS FORTUNATE. BY INCREASING THOSE WHO WOULD BE 

ELIGIBLE FOR t-EDICAID COVERAGE, THE STATE LEGISU\TURE WILL BE 

PURCHASING INSURANCE AGAINST THE DAY NEW JERSEY WOULD LOSE ITS 

CURRENT SYSTEM OF EQUl.TABLY PAYING FOR CARE TO THE POOR, 

WE r-tJST PROVIDE FOR THE FINANCIAL INTEGRITY OF OUR HEALTH CARE 

SYSTEM AND CONTINUE OUR EXCELLENT TRACK RECORD OF PROVIDING 

ACCESS TO CARE FOR ALL, 



STATEMENT IN SUPPORT OF SENATE No. 1718 
BY CAROL J. KIENTZ, R.U., M.S. 

ASSISTANT DIRECTOR, CHRIST HOSPIThl. !IOME :mAL'rH SERVICES 
JI~RSBY CITY, ~.JEW JERSEY 

On behalf of the Home Health Agency Assembly of 
~~ew Jersey, Inc. , and the fifty-two providers of home care repre­
sented by the Assembly, I would like to thank the Conunittee for 
this opportunity to speak in support of Senate Bill 1718. We 
su?port this bill, and in truth ::rnpport all well-::Jesigned legis­
lation which con increase the chances for the people of this 
state to Live L9nger., safer., a11.d more satisfying lives in their 
corn ... rnuni ties, 1"."ather than be forced into institutions in orrier 
to l1ave their basic needs met. Nursing ho:nes are an extremely 
costly method of care, and the cost is usually borne by the 
taxpayer via our Medicaid system. In addition, the quality 0£ 
life can seldom replicate one's own home. Many of our patients 
livir~g in even the poorest crarnpcd apartments beg to remain there 
becQuse their fear of institutionalization is so great, and their 
dcs:.re to have <l hornc i.s :.>o strong. 

Sl71J can be the means to meet the needs of many such 
citizens. Fs Limr.ttinq the numbers 3.ctually requiring some type of 
personal care and help at home, who are not covered for this care 
Ly .my presently existing form of reimbursement, is difficult. 
YJ;=my are in n,1rsing homes "prematureJ.y, and it i.s '1oped that the 
r.ew :1tedic.:d.d Comrnuni ty Care Progrill'F for the E 1.der ly and Dis::ibled 
will brinrr s·.)me of these individu<'1ls home, whil2 keeping oth.:rs 
at home. r!t:'.ll"f are probably in our communities in need of help 
but afraid to ask for fear of being considered i~competent and 
in :12cd of ir.s tit:utionalization. Some ure just too unsophisticated 
to ::now whE.r'2 to call for help in cur increasL1gly complicated 
health c~re system. Home health and social service agencies 
Je3rn about such people every d~y, when a neighbor or clergy­
;::ierson c:alls and asks for :1id. 

Of the elderly and disabled known to 11s, and for home 
health agencies this numbered about 100,000 p0ople in New Jersey 
in 19 82, we can estimate that anywhe:ce from fif t.:y to one hundred 
people each week remain in nee<l of care, but must be discharged 
frrnn our servic~s because of inadequate funding. This includes 
expiration of Medicare eligibility,severely restrictive Medicaid 
income eligibility, and too little in the Hay of commu!"lity contri­
butions t:.o a<;encies to finance as much free or r~~duced-fee care 
as is needed. 



One of the saddest misconceptions of the elderly is the 
belief that Medicare will meet most of their health care needs. In 
Ia.ct, it covers none of the day to day survival needs of the chroni­
cally ill. It was designed primarily to pay for hospital and doctors' 
services during periods of acute illness. But most of the elderly 
suffer from several chronic conditions - and chronic care, by definitio 
i3 not covered by Medicare. It is not unusual for a seventy or eighty 
year old to have heart disease, arthritis, diabetes, and lung disease, 
or the remnants of a stroke which has left that person in a wheel­
ch~ir. If such a person wants to stay at home to live out his/her 
life, I hope there is a good family and either lots of ffioney, or so 
little that ne/she qualifies for Medicaid. Otherwise, they may be 
out of luck, because Medicare won't cover the cost of that care at 
11ome with a ten foot pole! · 

So many such people exist in our communities that the 
scattered programs set up under Title XX or by private grants and 
local donations are strained to the breaking point. The waiting list 
of the chronically-ill elderly in Jersey City, for example, to receive 
part-time !lomemaker/home health aide help at home from Hudson County's 
Title XX f.)rogrc:un now has 125 people on it. That means that some will 
die or be in nu!"sing homes before their "number comes up" months from 
now. The Senior Companion program has gone out of existence in. most 
:)arts of the state both <lue to an inadequate supply of workers, and 
inadequace funding. So most home health agencies have very little 
advice to offer the frustrated, frightened, and angry patient a.."'1d 
family when we l~ave to give them the bad news that Medicare is a very 
.c;hort term form of help and-won't go on providing ti"le nurse and 
110;ne health they have come to depend upon. These are the people of 
o~r so-called middle class, and they are truly caught in the middle, 
"lith too little savings to meet their own needs, but too much social 
s<=curi ty or pension income to qualify for any assistance. As an 
aqcncJ :i.d;-.iinistrator, I get calls from them every week. They don 1 t 
.van'c. t0 believe their visiting nurse when she tells them Medicare just 
won't go on helping. They ask me if they can call their legislators 
for hel:), or can an order from their doctor force Medicare to go on 
paying for tne care that's needed. The anger and despair is !?alpable 
o?~r th2 phone, as I answer no - there just is no way around Medicare's 
re_ruL:it i_ons. 

I would like to s.hare with you some specific examples 
of patients in Jersey City, who are similar to people all over the 
3 t.:itc in need of care at hor.te, but at the end of the line in terms 
of .!:inane ial resources to pay for that care: 

Hr. ;1.is cm 81 yr. old gentleman with cl1ronic leukemia. He 
also has heu.rt disease and arthritis. Until his wife died about 
a year ago, they helpP-d care for each other. Their two sons live 
~everal states away and don't have sufficient income to help 
their father. Mr. M. has gradually become extremely weak. On a 
good day, he can walk around his apartment, but he can't get out 
or do tnuch to help himself. The chronic care he needs isn't 
covered by ¥edicare, but until this January he qualified for 



Medicaid, and therefore was able to have a home health aide 
through Medicaid to assist him a few days a week. This year, 
however, his income went up to about $650.00 per month, so he 
is way over the income eligibility limit for Medicaid. We've 
helped him apply for Title XX but he's still on the waiting 
list. In the meantime, our agency is giving free care so that 
he can stay at home. Combining the free care with a Senior 
Companion for a few hours two days a week has meant the difference 
between an institution and independence in the community. 

Lower down on the age spectrum is Mrs. A. She is in her forties 
and has had multiple sclerosis for several years. This is a 
disease which strikes the young ad1.1lt and can progress within 
a few years to severe disability. But again - it is a chronic 
condition. Therefore, al thO\~gh .Mrs. A. is bed and wheelchair­
bound, she does not qualify for Medicare assistance. She lives 
with her husband whose income is marginal but just enough to 
disqualify them for Medicaid. The irony of this type of case 
is that if Hrs. A. were a less motivated and determined individ·..:al, 
she could have the help of a nurse and a home health aide several 
llours a week via Medicare. I3ut because she chose to fight her 
disease and maintain control over her bladder, she cannot get 
that help. You see, if she were incontinent and required a 
catheter to drain her bladder, :'11edicare would pay for visits by 
a nurse to Q1ange and care for the catheter periodically. Thus 
in addition, Medicare would also pay for a part-time aide, which 
she needs so badly. But she doesn't need a catheter, as I stated, 
ciue to her own courage and <letermination. It seems sad that the 
presence or absence of a plastic tµbe can make that much difference 
to someone's life. 

~ven younger, is little Hank. He's 12 years old and recentl~had 
to have hip surgery. Now he needs physical therapy to help hime 
'..1u.lk .:tgain. His father works as an unskilled laborer in New York, 
ond the cnmp.J.ny he works for discontinued Blue Cross coverage for 
th2ir err.ploye•3S a few months ago. What little savings the family 
li . .,d went to pay for the surgery. i~ow they have nothing left to 
oay fo:..· the therapy. We are trying to convince them to let our 
pl)ys.i.cu.l therapist visit Hank for a reduced fee (Or no fee, if need 
~)<."}) , but they don't believe us yet -- and Hank still needs the 
th2rapy. They are a proud family, after all, and have resisted 
ch~rity and welfare. Entitlement to a State Medical Assistance 
pros1ra.rn, however, would probably be acceptable to such a family. 

Finally, may I close with another situation involving an elderly 
couple. Just because both spouses are still alive, it can't be 
assumed that they can somehow meet each other's care needs. Often 
they are both in need of care. Mr. and Mrs. D. are in their 
cighti~s are now chronically ill. Mrs. D. is in a wheelchair, 
incapacitated by severe arthritis. Mr. D. has Parkinson's Disease 
and the tremors and loss of balance which are part of this illness 
make it difficult for him to help himself, let alone his wife. 
For awhile, we were able to provide rehabilitaion services via . 
~\1edicare, and were dble to increase their function to one of partial 

~Ir 



independence for Mrs. D. and almost full self-care independence 
for Mr. D. This was the maximum function each was capable of. 
Therefore, this was the point at which Medicara coverage ended. 
The couple still needed 0~1tside help on a part-time basis, a 
few days a week. Mr. o.•s pension put them over the limit for 
Medicaid eligibility. But fortunately, the waiting list for 
Title XX help was shorter last year, and they've been able to 
survive quite well at home with this help ever since. A couple 
in their situation this year would have been out of luck - the 
need, and the waiting list grows each year, as our society grows 
older each year. 

These are just a few of the people at every point in the age 
spectrum who could be helped by0 Sl718. These happen to come ·to 
my mind because I've been in touch with them recently. If we had 
the money and personnel in our Home Health Agencies to tabulate 
all the cases similar to these over the past five years, they woul.J 
probably number in the thousands. Of that, perhaps a third or more 
would fall within the financial and spend down provisions of this 
leg.islation. That would mean a significant step forward in giving 
the elderly, disabled and needy a chance to live with some dignity 
;:rnd nappincss, rather thu.n suffering a survival existence and 
finally wishing for the end to come. If you think the latter isn't 
happ1~~ning r:. _:ht now all over New Jersey, I invite you to spend 
a. day :,1itl1 the Vi.siting Nurse i;:i your constituency. The st.cries 
are hcartbrea~ers, but they're true. 



SUBJECT: Testimony before Assembly, Revenue Finance and Appropriations 
Committee concerning A-608, July 12, 1984. 

BY: John P. Tergis, Legislative Chairman, New Jersey Council 
of Senior Citizens. 

Before you pass on the issues before you today, the New Jersey 

Councii requests that you consider all options and priorities for 

the expenditure of casino revenue funds, including rental assistance 

and home health care for senior citizens and disabled residents which 

have been rated as very high priorities by all senior organizations. 

The Casino Revenue Fund is quickly approaching a saturation 

point. If you will refer to the attached study you ~ill see that 

in order to meet the Casino Revenue Fund budget of $176 million for 

1984-1985, it will be necessary to attain a projected increase in 

the fund's revenue of $20 million in 1984-1985 and an optomistic 

carry-over of $34 million this year's budget. If either of these 

estimates should prove to be overly optimistic, the fund would 

indeed experience a serious short-fall. 

Of importance, too, ia_our prediction of three years ago, which 

has been borne out in the meantime, that the PAAD and tax reduction 

programs will continue to require additional expenditures from the 

fund even though these programs remain the same. Certainly the 

lifeline program will cause an additional drain of between $5 and 

$8 million each year if the budget is increased by a promised $25 

in 1985-1986. 

We are not questioning the desirability of a medically needy 

program but there are other programs which should be considered 

along with it to insure the best use of these limited resources. 

Two years ago SCR-75 was passed by the legislature which stated 

'it was the policy of New Jersey to form a commission to study the 

resources of the Casino Revenue Fund and make recommendations as 
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to the priorities for which the funds should be spent in order to 

secure an efficient use of these monies. Unfortunately their legis­

lation was never implemented. However, new bills have been intro­

duced which would re-create the commission. 

Since the resources of the Casino Revenue Fund are not sufficient 

to satisfy every want, we request that the committee await the study 

which has been promised before expending any further casino revenues. 

If the committee does not wish to do that, then we sincerely request 

that the committee consider all options, including the importance 

of rental assistance and home health care, before moving on the 

one issue which is before you n6w. 



Analyai• of Caaino Revenue Fund with Particular Empha•i• on 
PA.AI>, Lifeline and Property Tax Reduction Proqrams --­
Relationship Between General Fund and Caaino Revenue Fund. 

PAAD 

In f iacal year 1982-83 (the last completed year) there were 
201,000 elderly participants under the General Fund and 60,938 
under the Casino Revenue Fund for a total of 261,938 which waa 
close to the total of 259,295 all of whom were included under 
the General Fund in fiscal year 1980-81. 

From the above and other data in the chart.there i• evidence 
that a considerable amount of ahif~ing of participants from the 
•old program• (General Fund) to the •new program• (casino Revenue 
Pund). (For a description of thtt_ •new program• see item 11 of 
the footnote a in the chart.) · -- ---- . 

Bven though the number• in the General Pund are decreaaing 
the coat to the General Pund ia increasing. If we compare 
fiscal year 1978-79 with fiscal year 1982-83 (the last completed 
year), we find that eligibles have decreased by 28t whereas 
costs have increased by 26t. This trend seems to be holding 
in the revised estimated figures for 1983-84 and in the Governor's 
budget for 1984-85. This increase in cost is primarily due to 
the rapid acceleration in the cost of drugs. 

The trend of the General Fund portends what we think will 
happen to the cost of the PAAD under the casino Revenue Fund 
where we have not only perhaps a greater increase in the cost 
of drugs due to inclusion of the disabled but, in addition, 
a rather steep increase in the number of eligibles besides. 

Comparing fiscal year 1982-83 with the Governor's budget 
for 1984-85, we find that the numbers of eligibles will have 
increased by 8.St and the expense to the Casino Revenue Fund 
will have increased by 17.5t during this period. If this trend 
continues it could result in a considerable drain from the 
casino fund. 

LIFELINE PROGRAM 

This program has increased in cost from $21.0 million in 
1979-80 to a projected cost of $72.6 million for 1984-85 (a 
2501 increase). Beginning with an initial benefit of $100 in 
1978-79, the benefit has been increased each year as outlined 
in item 12 of the chart. Besides the planned increase for 
1984-85, the Governor's budget message last year stated that 
.another increase is planned for 1985-86 which would bring the 
·cost of this program to almost $80 million per year. · 

· The Task Force on Legislative Concerns has taken the position 
that any future increases should be discontinued. The Governors 
Management Improvement Task Force has taken the same position. 
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PROPERTY TAX REDUCTION PROGRAM 

The Chart reveals a shifting of a considerable portion of 
the coat of the property tax reduction program from the General 
Fund to the Casino Revenue Fund. This has been due to 
people ....tr.anaf.erring .. fr.ca- the-~old!....-to· the •new-program" (-aee 
item 13 of the footnotes) and to those coming under the •new 
program• for the first time. 

GENERAL 

Spending under the Casino Revenue Fund is budgeted at 
$176 million in 1984-85 against a projected income of $160 
million. It i• planned that the projected income will be 
•upplemented by a projected surplus carried over from thi• 
year'• revised estimate of •pending. 

CONCLUSION 

It would seem that funds are being committed as fast as 
they are generated. 

Moreover in the past at least it is evident that even the 
original programs could not have survived without constant 
increases in the Casino Revenue Fund. The table below shows 
how built-in liabilities under the .Present PAAD, Lifeline and 
Tax Reduction programs were fed on these increases: 

YRS. 1979-80 '80-81 '81-82 '82-83 '83-84 '84 

Increase from previous 
In Casino Revenue Fun 

year: 
d 

In PAAD, Lifeline an 
Tax Reduct. (tota 

Remaining portion of 
increase 

d 
l) 

- 39.3 13.9 

21.0 5.9 

18.3 e.o 

(est.) (bud 

31.4 27.2 9.4 20 

23.0 46.9 28.8 

8.4 (-19.7) (-19.4) 18 

If the 1984-85 budget is correct that year will be the first in 
which the built-in liability of the three programs listed above will nc 
have used up a considerable portion of the projected increase in the 
fund for that year. Bowever1we would expect further increases in the 
portion of the PAAD program financed by the Casino Revenue Fund and in 
the Lifeline account if the Governor proposes an 1985-86 increase in 
the program. 

If the Casino Revenue Fund should level off there is the possibil: 
that revenues will be insufficient to finance present programs let 
alone unfulfilled needs which have a very hiqh priority. 
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Por theae reaaona we auggeat that an intense atudy 
of the high priority needs of aeniora and disabled 
be made now and that a planned approach to the Caaino 
Revenues be made ao that these needs will have been 
met before the fund levels off. We, therefore, suggest 
that the administration and the legislature work with 
us to this end. 
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GENERAL FUND EXPENDITURES FOR SENIOR CITIZEN ANO 
DISABLED PBRSOH PROPERTY TAX REDUCTION ANO PAAO PROGRAMS 

lmDITURES 

PAAD 
CJune eligibles) 

Property Tax Reduct. 

~ 
~ 

BHUES 

BHDITURES 

llomaatead Rebates 

PAAI> 

Lifeline ProgrAIUI 

Property Tax Reduct. 

Bame Bealtb Care 

' Transportation Act . 
.Congregate Housing 
' 

CIH HILLIOHS) (COMPILED BY JOHN P. TERGIS) 

1978-79· 1979-80 1980-81 1981-82 

33.86 36.29 39.60 44.1 
280.938 380,514 259,295 232,518 

JO.:t•• 29.3** 28.2** 27.6 

CASIHO llBVEHUE FUND - EXPENDITURES 

CIH MILLIONS) 

1978-79 1979-80 1980-81 1981-82 
18.3 58.l 72.0 103.4 

. 
I 

11.0 17.0 17.0 i 80.0 

0 0 0 1.5(1) 
Elderly* 

Disabled* · 

0 21.0 Cl) 26.9 41.1 

0 0 0 7.JC3) 

0 0 0 0 

0 0 0 0 

0 0 0 0 

1982-83 

42.8 
201,000* 

15.8 

1982-83 
130.6 

19.4 

19.4 
60,953 
25,693 

51.6 

25.8 

0 

0 

0 

(Governor's 
(t;St:.) Buctget) 

I 1983-84 1984-85 I 

44.2 43.9 
192,000* 182,000* 

15.4' 15.4 

1983-84 1984-85 
140.0 160.0 

20.5 21.0 

26.2 22.8 
68,600 69,000 
28,900 25,000 

69.0 72.6 

30.4 30.4 

10.5 17.6 

3.0 10.0 

0.55 0.62 



~ 
..0 
< 

• 

*Average Monthly Participants 
**Estimated 

FOOTNOTES: 

1. Increase in PAAD from $12,000 to $15,000 eligibility and addition of disabled 
financed froa Casino Revenue Fund. 

2. The lifeline program was $100, year 1979-801 $125, year 1980-811 $150, year 1981-82 
$175, year 1982-83; $200, year 1983-84; increase to $225, budgeted year 1984-85. 
Lifeline (tenants) started in year 1981-82 - amount same as lifeline. 

3. Increase in property tax reduction from $160 to $200 and eligibility from $5000 
to $8000 in year 1981-921 to $225 and $9000 eligibility in year 1982-831 to 
$250 and $10,000 eligibility in year 1983-84 - all increases financed by Casino Revenue 
Fund. . 

An nr::l.,lftA 



TESTIMONY OF THE DEPARTMENT OF THE PUBLIC ADVOCATE 
ON ASSEMBLY BILL 608 (A BILL WHICH WOULD 

EXTEND THE MEDICAID PROGRAM TO COVER 
MEDICALLY NEEDY INDIVIDUALS) 

BEFORE THE ASSEMBLY REVENUE, FINANCE 
AND APPROPRIATIONS COMMITTEE 

JOSEPH H. RODRIGUEZ 
PUBLIC ADVOCATE 
BY: EDWARD H. TETELMAN 
ASSISTANT DEPUTY PUBLIC ADVOCATE 

JULY 12, 1984 



The Department of the Public Advocate supports A-608 which 

would expand the Medicaid program to cover medically needy indi-

viduals. This legislation would provide health care services 

through the Medicaid program to approximately 100,000 persons.* 

This population is made up of low income women and children, dis-

abled individuals, and elderly persons who presently do not qualify 

for Medicaid. Some characteristics of this population include: 

(1) Individuals and families whose income is substantially 

below the national poverty guideline. (Approximately 

$5,600 for a family of four to qualify for the medi­

cally needy program as compared to $10,200 under the 

national poverty guideline); 

(2) Elderly individuals who have to choose between paying 

the rent, purchasing food, or obtaining medical care 

because their-fixed incomes are too low to purchase 

the basic necessities they need; 

(3) Children who need primary care services to treat 

various illnesses and conditions, but whose families 

lack sufficient funds or insurance. These untreated 

conditions and illnesses may deteriorate and result 

in substantial hospitalization or permanent disabili-

ties. These conditions often cause children to per-

form poorly in school and keep children from ever 

reaching their full potential; and 

* Based on a previous Department of Human Services'estimate and 
other state medically needy programs actual eligibility numbers. 
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(4) Finally, low income pregnant women who often forego 

prenatal care because they do not have funds to pay 

for·this care. 

The lack of prenatal care is a major factor in the cause of 

infant death and morbidity. The establishment of a medically 

needy program would make a substantial number of these individuals 

eligible for Medicaid services. 

Medicaid is a comprehensive health care program that covers 

preventive, primary, long-term, and acute health care services. 

We recommend that for the initial phase of establishing a medi­

cally needy program that the ambulatory services and medical 

support services be provided by the program. These services and 

items include: physician services, lab and x-ray services, 

clinic services, dental services and appliances, optometric 

services and appliances~ orthotic and prosthetic devices, 

medical day care, drugs for children and adults who do not 

qualify for PAA, medical transportation, early periodic diagnosis 

and treatment, and prenatal, delivery and post natal care for 

pregnant women. These services and items provide basic ambula­

tory health care needs, emphasizing prevention and primary care 

and keeping individuals out of costly institutional settings. 

With these services available, the health status of the afore­

mentioned population should greatly improve, and the cost of 

hospitalization, preventable disabilities, as well as the loss of 

human potential should drastically decline. 

In addition, over thirty states and territories have medical!~ 

needy programs. Most recently, Mississippi and Oregon established 
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medically needy programs. Only three industrialized states, 

of which New Jersey is one, have no medically needy program. 

New Jersey should take its proper place as a leader in providing 

health care services to low income persons, who would qualify for 

medically needy services, as it has in other areas of health care 

. delivery such as hospital rate setting. 

A medically needy program is also cost effective. First, it · 

reduces the use of emergency rooms by giving qualified persons 

the ability to obtain primary care services from physicians in 

their off ices and in free standing clinics which are much less 

costly. For example, Medicare reports that a routine physician 

visit averages $25, whereas a hospital emergency room visit 

averages about $70. Second, it will also help to offset the cost 

of some medical services that are provided by the counties and 

municipalities that use·only local and state funds to pay for 

care. Most importantly, a medically needy program, besides pro­

viding medical services, will bring federal dollars into New Jersey. 

The medically needy program, as part of Medicaid, requires the 

federal government to pay for half the cost of the program. 

It is estimated by the Department of Human Services that 

providing selected ambulatory services for different segments of 

the medically needy population at 133% of the AFDC eligibility 

level would cost approximately $73 million for 250,000 individuals. 

The federal share of this cost will be $36.5 million. In compari­

•son, actual figures from the state of Massachusetts, using the 

same eligibility level and providing care for 79,111 medically 
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needy persons, including adult single parents, for selected 

services cost $50.4 million if drugs are included (Massachusetts 

has no PAA program and reports that most of the drug cost is for 

elderly persons) and $32.8 million if drugs are not provided. 

Under the Massachusetts program, the federal and state share is 

$16.4 million. Obviously, any estimate of cost of the program 

and of the number of eligible persons must be carefully calculated. 

It is our opinion that the Department of Human Services estimate 

of the cost may be high in light of Massachusetts actual experi­

ence. 

In conclusion, a medically needy program will provide compre­

hensive preventive, primary and non-institutional health care 

services to low income elderly and disabled persons, children and 

their parents, and pregnant women who are living below the national 

proverty line. It is cqst effective by providing health care 

services in more dignified and less costly settings and will 

bring in federal funds to match the cost of services. The estab­

lishment of this program in New Jersey is long overdue. We urge 

the committee to review the testimony presented here today and 

then vote A-608 out of committee as soon as possible. 



IMPACT OF TERMINATION FROM WELFARE ON THE 

HEALTH OF FORMER RECIPIENTS: A STUDY 

OF MIDDLESEX COUNTY, NEW JERSEY 

Testimony before the Assembly Revenue, Finance 
and Appropriations Committee Supporting A-608 

Prepared by Research Center 
School of Social Work 
Rutgers University 

July 13, 1984 

Isabel Wolock, Ph.D. 
Associate Director 



The Ominbus Budget Re~onciliation Act (OBRA), first signed 
into law on August 13, 1981 radically revised welfare eligibility 
and resulted in the elimination of hundreds of thousands of 
welfare recipients from the AFDC rolls. In Middlesex County, 
N.J. alone the number of discontinued families was 687. For the 
vast majority of these families the loss of welfare eligibility 
also meant the loss of Medicaid eligibility. In the summer of 
1982 the Research Center of the Rutgers University School of 
Social Work, in cooperation with the Middlesex County Board of 
Social Services, carried out an interview study of 129 terminated 
families to determine how the loss of welfare had affected their 
lives. All but 14% stopped receiving Medicaid when they lost 
their welfare benefits. Somewhat more than half (57%) had some 
type of medical insurance for themselves at the time of the inter­
view but only 44% had coverage for the children. A third of the 
respondents paid for the insurance entirely themselves and an 
additional 22% for some portion of the insurance costs; employers 
paid for the full costs of medical insurance in only a third of 
the families. After the grant had ended 40% of the parents ob­
tained medical or dental care for themselves and 46% for their 
children. Families were more likely to seek care for a severe 
condition than for a routine problem or for preventive care. 
Sixteen percent of the families obtained preventive care 
(immunizations and medical and dental check ups), 28% sought care 
for a routine medical or dental condition (allergies, bronchitis, 
sore throat, dental cavities, etc.), and 46~ for a severe con­
dition ( major surgery, pneumonia, fracture, diabetes, high 
blood pressure, heart condition, etc.). Fifty-seven percent of 
the families obtaining medical care after the grant ended went 
to a private physician, 23% to a hospital emergency room and 
18% to a clinic. Families with medical insurance were far more 
likely to have obtained medical care after termination than those 
without insurance (71% compared to 46%; x2=7.33; 1 df; p=.007). 
Most respondents (83%) had to pay for some portion of the medical 
or dental costs themselves and reported extreme difficulty doing 
so. A number of families still owed money months after the 
medical or dental care had been received. Others were forced to 
borrow money to pay the bills and some had to use money earmarked 
for food and rent in order to meet medical and dental expenses. 

The profound impact of the loss of Medicaid is even more 
sharply reflected in the finding that the vast majority of fami­
lies (78%) had at least one medical or dental problem for which 
they could not obtain professional care or follow up treatment 
or medication because of the cost. The particular problems and 
percentage of families reporting them are shown below. 

% Families 
Problem Reportir.g 

N=l29 

Respondent did not get care for medical 
problem (s) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36% 

Child/children did not get care for medical 
problem(s) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28% 
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Respondent did not get care for 
medical problem(s) . . •. •. . . ••. . .•.... .. .. •. . . 41% 

Child/children did not get care for 
dental problem(s) •..•.......•......•....•... 32 

Respondent and/or children unable 
to get eyeglasses .•...•.•..••...•..•...••... 30 

Respondent and/or children unable to 
obtain medication ..•.•••.........•.•........ 27 

Thirty-two percent of the parents were not able to go for 
preventive care, 49% had routine conditions that went untreated, 
and 53% severe problems that were unattended. Thirty percent 
of the respondents said they had to forego preventive care for 
a child, 54% were unable to attend to a routine medical problem, 
and 49% could not afford care for a child's severe medical prob­
lem. Three quarters of the families who said that they could 
not afford some medication needed a prescription drug. Most 
parents' and children's untreated medical and dental conditions 
(72% to 79%) were problems that had received professional atten-
tion prior to termination. 

A more in depth analysis of the interview material provides 
a clearer picture of how the loss of Medicaid endangered the 
health of so many families in our study. In many families the 
health of several members was threatened by the inabiiity to ob­
tain professional care or to get some prescribed medication for 
a medical or dental problem. Many of the conditions '(e.g., 
heart condition, thyroid condition, and hypertension) were 
potentially life threatening if untreated. Other problems such 
as untreated dental cares or the failure to get eyeglasses were 
conditions, which, if not attended to could seriously impair the 
functioning of the individual in either the short or long run. 
A number of typical situations depicting the plight of many of 
these families, are presented below: 

The mother of this family had throat surgery while still 
on welfare and was supposed to return for a post surgery 
check up. Prior to this, however, she was terminated 
from welfare and could not go for the check up because 
she could not afford to pay for it. In addition, this 
woman had colitis which flared up after the grant had 
ended. She could not afford to go for medical care or 
even to purchase the medication which had previously been 
prescribed. In addition, her son had asthma and although 
it had not bothered him since the grant ended she worried 
constantly about how she would pay the doctor bills when 
he did have another attack. 

In this family the mother had diabetes and after being 
terminated had to cut back on her medical check ups be­
cause of lack of funds. One son had asthma and had had 
an attack after the loss of benefits. She could not 
afford to get the prescription which she had used before 
and had to resort to using an over the counter remedy. 
She had to borrow money from a friend to buy this drug. 
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The mother had been planning to have surgery to correct 
a heart condition. After she lost her Medicaid benefits 
this was no longer an option. In addition, her son had 
a serious back condition which required a special brace: 
their Medicaid had stopped prior to getting the brace 
and they did not know whether they would ever be able to 
afford it. The son also suffered from bronchial asthma, 
severe aliergies, and an exceptionally bad case of acne. 
Although these problems had been treated while the family 
had been on assistance, the family could not afford to 
pay for the medical care after termination. The mother 
said she was still renewing the prescriptions which had 
been recommended for these conditions but that she had 
to use the family's food money. In addition, the son 
needed dental work and the mother stronger reading glasses. 

In other cases the loss of Medicaid was somewhat less dramatic 
in its impact but nevertheless had severe consequences for the 
current and future health of family members. Typical of such 
cases is the family in which the children had frequent colds and 
sore throats but the mother could not send them to a doctor. 
The 1nother herself had a gum infection and went to the dentist 
for an initial visit. Although she was supposed to have returned 
for further treatment she was unable to do so because of the cost. 
A son in the family was badly in need of orthodontic work but 
the family could not afford it. The daughter needed eyeglasses 
but there was no money to pay for them. 

In another family the son had lost a number of fillings and 
complained of considerable pain but was not able to go to the 
dentist. The mother needed a new prescription for glasses but 
could not pay for the ex~mination or the new glasses. 

The daughter in still another family had a foot infection 
for which penicillin had been prescribed. The family could not 
afford the penicillin. Similarly, the mother needed an ointment 
for a h?nd infection but did not get it because of the cost. The 
daughter had cavities that had to go untreated. 

Not only this study but research done in other states as well 
as a national study provide clear evidence that access to health 
care is a critical roblem for most families who were terminated 
from AFDC/Maryland Dept. of Human Resources, 1982TMoscovic ana---· 
Craig, 1982: Sarri, 1983: Rhode Island Dept. of Social and Re­
habilitative Services, 1983: and Research Traingle Institute, 
1983). )While the specific percentages vary across studies, a 
sizeable proportion of each of the samples of terminated clients 
(close to, or more than half) were left without medical coverage. 
Furthermore, several studies show as we do, that many families 
had to delay or forego medical and dental care because they 
could not afford the· out of pocket costs of such care (Maryland 
Dept. of Human Resources, 1982: Moscovice and Craig, 1982: and 
sarri, 1983). 
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State ot New Jerse7 Legislature Assembl.7 
State House Annex CN 066 
Trenton, New Jerse1 0862S 
Atta Assemblyman John s. Watson 

Dear Assemblyman Watson: 

I 

' .. ~·- : ~~ 

JulJ' ll, 198b. 

The Mayor's Senior Citizen Advisor, Conmdssion of Jackson, N.J. 

and the Senior Citizens we represent, are in complete accord with 

Bill /1608, which would extend New Jerse7•s Medicaid Program to 

persons and households deel8d medicall.7 necesa•1"1• 

This Program would be ot great beneti t to the need1 seniors o! 

New Jeree7. 

jg 
7or 

Respecttun1, 

.;d{,.~.U fd_.._,,(i ) 
LlJCAS IRCM, CHAIRMAH / 



July 12, 1984. 

TO: Assembly Revenue, Fianance & Appropiations Committee. 

SU3JECT: Assembly #608. 

F.ROM: Gray Panthers of So. Jersey. 

This proposed le;gislation will target the over 200,000 
unfortunate persons, families with their children who for fina­
ncial and age reasons have been shut out of our health care sy­
stem of state and nation. 

The irony of the situation is that we~are speaking of the 
wealthiest country in the world. 

ranks 

This great country which boasts the finest medical system 

12th in preventing cancer deaths 

11th in infant mortality deaths 

26th in lower cardovascular deaths 

14th in longer life expectancy 

We expend 10% of our gross national product on health 
Before the year expires the figure according to those who 
lc1ow will rise to 12%. 

T~e U.K. which has a comprehensive Health Service Plan and 
s·?ends only 5% of its gross .:;national product on heal th) 

Yet it surpasses the U.S. on the above categories. 

Health care should not be based on the ability to pay •• 

This legislative body ban feel proud of itself fo~ passing 
Bill #608. 

It shows an understanding and grasp of the dilemma faced by 
these unfortunate persons; 

And the compassion such an act would declare. 

Legislative representative 
G~ay Panthers of So. Jersey. 












