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JAMES B, HUNT, JR. STATE OF NORTH CAROLINA BARBARA 3. MATULA
GOVERNOR DIRECTOR
DEPARTMENT OF HUMAN RESOURCES
SARAMH T. MORROW, M.D., M P.H DIVISION OF MEDRICAL ASSISTANCE
SEGCRETARY 410 N. BOYLAN AVE.
DEPT. HUMAN RESOURCES RALEIGH, NORTH CAROLINA 27603 IN REPLY REFER TO CODE

Dear Citizens:

Fisca! year 1980-81 was a year of substantial growth in Medicaid expenditures.
Payments for services, combined with greater utilization, resulted in a 23.8% increase in
expenditures over the previous year.

Progress in the Medicaid program inciuded an increase in health screenings of
children. Children also benefited when Medicaid included coverage of developmental
Evaluation Centers under the clinic program.

The Division of Medical Assistance focused on improved management of the
program. During FY 1980-81 considerable headway was made in redesigning the
automated eligibility system. Improvements were made which reduced paper work and
processing time at the county level and simplified the eligibility manual. The Division
achieved a 40% decrease in the number of claims delayed due to eligibility problems.

A major eligibility loophole was closed by the General Assembly when it passed a law
prohibiting people from giving away assets solely for the purpose of meeting Medicaid
eligibility requirements. A lock-in system was designed to control utilization of services
by identified over-users. Implementation is scheduled for FY 1981-82.

The major challenge for the Medicaid Program remains one of controlling
expenditure growth while maintaining high quality medical services for the State’s
needy population.

Sincerely,

Serdasra Vit

Barbara D. Matula
Director



TITLE XIX
MEDICAL ASSISTANCE PROGRAM

PEOPLE SERVED .

North Carolina Medicaid provided needed medical care to 382 386 of |ts citizens who
nad one characteristic in common; they were poor.

North Carolina provides medical services for two classifications of eligible people
—~—the categorically needy and the medically needy. The categorically needy group con-
sists of people who are eligible for income assistance through public programs. Federal
regulations require all state Medicaid programs to include the categorically needy
classification.

The medically needy classification is included at state option. Medicaily needy Medi-
caid eligibies do not receive cash assistance. The recipient may have income below the
allowable levels set by the State legislature, or if the income is higher, then he or she
must spend the difference between his or her income and the allowable levels on medi-
cal care before becoming eligible.

Within each classification are five categories of eligibility:

1} AFDC or Aid to Families with Dependent Children -—— A dependent child is defined
as one who has been deprived of one or both parents. Deprivation may be by
absence or incapacity. The age limit for a dependent child was 20 untii February
1982 when it was changed to 18. Both children and their parents or caretakers in
AFDC families may be eligible for Medicaid.

2} AA or Aid to the Aged — A person age 65 or over is considered aged.

3) AD or Aid to the Disabled — The Social Security definition of disability is used.
Persons are between ages birth through 64 years old.

4} AB or Aid to the Blind — The Social Security definition of blindness is used. No
age criteria is involved.

5) RC or Reasonable Classification of Children under 21 — This category includes
children in foster care, children in the custody of the county department of social
services, and children who have been institutionalized for more than 180 consec-
utive days.

When need is established, resources are counted as well as income. Resources are
real or personal property, tike land, cash, non-essential automobiles, etc. As long as a
recipient or his spouse or his dependent children reside in his home, the home is not
considered an available resource for purposes of determining Medicaid eligibility.



SERVICES PROVIDED. ..

MANDATOCRY

Hospital inpatient

Hospital Outpatient

Lab and X-Ray

Skilled Nursing Facilities,
over age 21 {SNF)

Home Health

Early and Periodic Screening,
Diagnosis and Treatment (EPSDT)

Family Planning

Physicians

Hearing Aids for Children

Rural Health Clinics

Transportation (ambulance)

OPTIONAL

Prescribed Drugs

Chiropractors

Dental”

Intermediate Care Facilities (ICF)

Intermeadiate Care Facilities for the
Mentally Retarded (I{CF-MR)

Clinics

Optical Supplies

Optometrists

Skilled Nursing Facilities, under age 21 (SNF)

Podiatrists

Mental Health Facilities, over age 65

Psychiatric Facilities, under age 21

Specialty Hospitals

Until December 1981, service limitations were based only on medical necessity. Effec-
tive December 1981, certain services were restricted as follows:

1. Eighteen (18) visits per year are allowed to one or a combination of physicians,
clinics, hospital outpatient departments, chiropractors, podiatrists, and optome-
trists. Exemptions based on medical necessity include:

a) prenatal care,

b} hospital emergency room care,
¢} end stage renal disease,

d) chemotherapy and radiation therapy for malignancy,

e) acute sickle cell disease,

f) end stage lung disease,
g) unstable diabetes,
h) hemophelia,

i} terminal stage of any life threatening iliness.
2. Eighteen (18) visits per year are allowed 1o a mental health center.
Four (4) prescriptions, including refills, are allowed each month.



Following are Income and Resource tables used in the North Carolina Medicaid
program.

INCOME

1 $1,524 $1,700 $2,100
2 2,004 2,200 2,700
3 2,500 2,500 3,100
4 2,520 2,800 3,400
5 2,760 3,000 3,700
RESOURCES
1 $1,000 $1,500 $1,000
2 1,100 2,250 1,100
3 1,150 2,350 1,150
4 1,200 2,450 1,200
5 1,250 2,550 1,250

PROVIDERS OF SERVICE ...

Medicaid payments are made to the participating health care professionals who pro-
vide medical services to eligible people. No payment is ever made to the recipient.
Medrca:d reolplents have the freedom o choose any medical provider Each recipient is

charges to the Medicaid Program. -
During fiscal year 1981 9,778 providers submitted 7,054,478 claims for payment.

ENROLLED PROVIDERS
BY TYPE OF SERVICE

Fiscal Year 1981

Number of
Type ¢f Seryice Providers
Physicians ..o 8,333
Radiologists .o 577
PRarmacies .o 1,615,
Dentists .o o 2,350
Optometrists ... 547
Chiropractars ... 379
Podiatrists .o 107
AMbBUIENCE .o 168
Home Health Agencies ... 91
ICF — General ..o 167
ICF — MRO 10
} Hospitals ..o 150
Mental Healih Clinics .o 71
Optical SUPPIES oot 156
SNF e 150
ONET oo e 4,313

T Total 17,182




EARLY AND PERIODIC SCREENING, DIAGNOSIS AND TREATMENT (EPSDT)...

North Carolina is a leading state in the percentage of eligible children screened
through the EPSDT program. EPSDT is a preventive health care program for Medicaid
eligible children. It is designed to identify and treat chronic conditions which can lead
to disabling diseases later in life.

EPSDT screenings are provided by local health departments and participating private
providers. Families are free to choose which provider will screen their children.

During fiscal year 1981 74,159 children were screened. This number is 43.0% of all
eligible children.

ADMINISTRATION, CLAIMS PROCESSING AND UTILIZATION REVIEW . ..

Administration of the Medicaid Program is the responsibility of the Division of Medi-
cal Assistance (DMA) in the Department of Muman Resources {DHR). DMA has 122
staff positions and two major contracts. The Claims Processing contract is held by EDS
Federal Corporation. The second major contract, also held by EDS Federal Corpora-
tion, is for utilization review.

in North Carolina 7,054,478 Medicaid claims were processed in 1981. Each claim was
subjected 1o a series of edits and audits to determine if the recipient was eligible, if the
provider was certified, if the procedure was covered, if the service was appropriate for
the age and sex of the recipient, if the claim was a duplicate of one previously submit-
ted, and a host of other relevant guestions designed tc guarantee that Medicaid funds
are properly spent,

Fraud and abuse detection and deterrence are major concerns of the State’s Medicaid
administrators. In addition to Medicaid agency staff, the office of the Attorney General
has staff fully devoted to the investigation and prosecution of Medicaid fraud. In fiscal
1981, 1,050 cases were initiated from which 441 recoupments were made adminstratively
and 20 cases were referred to the Attorney General for possible fraud prosecution.

On-site visits are made annually to gach nursing home where the level of care needs
of each Medicaid patient are reviewed. Paid claims are periodically reviewed and those
excepting from established norms are analyzed to insure the services are medically
necessary. Certain services such as reconstructive surgery, which are very expensive or
which may be of questionable necessity under certain circumstances, require prior
approval.

Third party resources for medical care, e.g. health insurance, and claims, are an
important means of reducing the Medicaid obligation. When a person accepts Medicaid
benefits he, by faw, agrees to use his own available resources first, including any third
party resources designated for health care. North Carolina’s Medicaid agency has
received national recognition for its successful efforts in recovering third party re-
sources. In FY 1981 for every $1 spent in this effort, $61.21 was collected.



TOTAL MEDICAID ELIGIBLES
Hlate Fiscal Years 1877-1981

IN THOUSANDS

457 459
456

453

1977 1978 1979 1980 1981

Total Expenditures For Medical Services, Total Number of Recipients, .
Average Spent Per Recipient, and Perceniage By Program Category for
Federal Fiscal Year 1981 '

o, ] Pereitl

. Regipie

Total e $477,899,254 100.00 $1,249.78
Aged e 183,481,352 38.39 76,6852 20.05 2,393.69
Blind ... 5,815,394 1.24 2,492 85 2,373.75
Disabted ............. 156,600,110 32.77 51,410 13.44 3,048.10
AFDC-Child ... 50,374,558 10.54 164,972 43.14 305.35
AFDC-Adult ... 64,506,805 13.56 81,689 21.36 793.34

Other Child ......... 16,721,087 3.50 5171 1.35 3,233.83



A HISTORY OF MEDICAID EXPENDITURES
For State Fiscal Years 1971-1981

penditurass S e T

1971 o, '$ 94,463,693

1072 e " 105,719,572 11.9
1973 e, , 128,631,312 21.7
1974 e, 141,833,487 10.3
1975 o 184,606,164 30.2
FOT6 oo, 215,741,299 16.9
FO77 o, 273,338,697 26.7
TOTB e, 306,691,301 12.2
1979 oo, 379,769,848 23.8
1980 oo, 410,053,625 8.0
1981 oo, 507,602,694 23.8

A HISTORY OF MEDICAID EXPENDITURES
For State Fiscal Years 1971-1981 508

410

380

MILLIONS OF DOLLARS

306

273

216
185

142

129

106
94

1977 1978 1979 1980 1981

1971 1972 1973



Comparison of Madical Expenditures for
Faderai Fiscal Years 1980 and 1981

inpatient Hospital ... $133,589,144 $105,640,997 26.46
Qutpatient Hospital ... 15,022,572 14,882,217 .84
Menial Hospital ..o 7,456,787 10,334,654 27.85
Skilled Nursing Home ..................... 72,411,381 57,011,098 27.01
intermediate Care —

General oo 79,265,889 69,885,869 13.42

Mentally Retarded ... 60,617,900 44,466,053 36.32
Physician ... 36,877,402 32,496,461 13.48
Prescription Drugs ..o, 34,598,362 32,400,669 T 878
Dental 14,470,545 14,145,766 2.30
Buy In Medicare ..ol 4,368,548 8,260,950 1.30
SCreaNING v 1,793,322 1,439,480 24.58
CHNICS e 9,201,130 8,756,819 5.07
Family Planning’ ....ccccecviiieenicennennn, 3,313,544 1,799,835 84.10
Home Health ..o 2,192,452 1,377,302 59.18
Other oo 7,088,854 6,436,341 10.14

TOTAL (e $4886,267,842 409,334,549 18.79

'Family Planning recipients increased 66.5%. Family Planning preseription drugs beginning July 1980 were included in
the Family Planning service category rather than the Prescription Drugs category.

Perceniage of Expenditures for Selected Categories of Service to Total Expenditures
For Federal Fiscal Year 1981

GENERAL HOSPITAL
(INPATIENT AND
OQUTPATIENT)

OTHER

DRUGS
SKILLED NURSING

FACILITY

PHYSICIANS

INTERMEDIATE CARE
FACILITY-
MENTALLY RETARDED

INTERMEDIATE CARE
FACILITY-GENERAL



Other

3.4%

Expenditures and Recipients by Aid Category, Sex, Race, Age Group

EXPENDITURES

Disabled

32.8%

6-20
16.1%

65 and over
36.3%

Federal Fiscal Year 1981

RECIPIENTS

Disabied
13.4%

BY AID CATEGORY

[ Bling
0.6%

BY AGE GROUP

BY SEX

BY RACE
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