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OVERVIEW — The Patient Protection and Affordable Care Act of
2010 (ACA) enacted the most significant opportunities for optional
state expansion of Medicaid-financed home- and community-
based services (HCBS) since 1981, when Congress enacted the
section 1915(c) waiver program. Three of the ACA provisions, the
Balancing Incentive Program (BIP), the Community First Choice
(CFC) state plan option, and the health home state plan option,
offer states enhanced federal Medicaid matching funds as long
as they meet federal requirements. The ACA also expanded two
HCBS programs established under the Deficit Reduction Act of
2005 (DRA) by extending the Money Follows the Person (MFP)
Rebalancing program through 2016 and expanding the scope of
services and eligibility under the section 1915(i) HCBS state plan
option. Although state interest in implementing these programs
has been fairly robust, some states have been concerned about their
ability to contribute their share of matching funds and pressures
on limited state staff to implement the programs. This background
paper reviews the HCBS programs under the ACA, factors affect-

ing state uptake, and future considerations for policymakers.
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M any in the long-term services and supports (LTSS)

community have long championed wider access to
home- and community-based services (HCBS) for people
with LTSS needs under Medicaid. (For a description of HCBS,
see box.) Advocates have pointed out that HCBS benefits are
not on a level playing field with nursing home care which is
a mandatory Medicaid state plan benefit for eligible benefi-
ciaries. Under Medicaid law, people eligible under a state’s
Medicaid plan are entitled to nursing home care; that is, if a
person meets the state’s income and asset tests and level of
care requirements for nursing home admission, he or she is
entitled to the benefit.

For many years the entitlement to, and financing for, nursing home
care has influenced state Medicaid policy and care options avail-
able to people with LTSS needs, as well as state LTSS spending. In-
stitutional spending far outweighed HCBS spending for decades,
but the proportion of Medicaid LTSS spending for institutional
care and HCBS nationally approached a 50-50 ratio by 2011." The
increase in HCBS spending over the decades has been primarily
due to use of the Medicaid section 1915(c) waiver program, enacted
in 1981, which offers states the option

to modify their spending patterns by

BACKGROUND

allowing them to offer a wide range
of HCBS for people who would oth-
erwise qualify for Medicaid-financed
institutional care. Prior to enact-
ment of the waiver program, states
were required to offer home health
services to people who were eligible
for care in a skilled nursing facil-
ity, and they had the option to offer
personal care services that were pre-
scribed by a physician.? The waiver
program significantly expanded the
scope of HCBS for many groups of
beneficiaries who meet state-defined

The term HCBS refers to a wide range of supportive and health-related
home and community services provided to individuals of all ages
who have disabilities and need assistance to help them reside in their
own homes and communities. Individuals may require assistance
due to a functional, cognitive, mental, behavioral, or intellectual dis-
ability. Individuals with disabilities in need of assistance may include
children, adolescents, working age adults, or the elderly. HCBS may
refer to care management, homemaker/home health aide, personal
care/attendant care, adult day health, habilitation, respite care, and/
or family caregiver support, as well as other services for those need-
ing assistance with activities of daily living (ADLs) or instrumental
activities of daily living (IADLs), or supervision due to a disability.
ADLs include bathing, dressing, toileting, eating, and transferring
from a bed to a chair; IADLs include shopping, preparing meals,

transportation, and managing money.
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institutional level of care criteria, including people age 65 or older;
younger people with physical, cognitive or intellectual disabilities;
people with HIV/AIDS; and medically fragile and/or technology-
dependent children, among others.

Perhaps more importantly, section 1915(c) gives states authority to
“waive” certain Medicaid requirements that would otherwise apply
to state plan services, and thereby allows the state to maintain con-
trol of their HCBS budgets. Specifically, states may receive approval
to waive requirements that services be offered to beneficiaries on a
statewide basis and be available in the same amount, duration, and
scope to all those eligible for Medicaid regardless of their eligibility
category. (See box, next page, on selected differences between state
plan services and section 1915(c) waiver services.) Therefore states
can offer waiver services in selected geographic areas and to certain
groups of beneficiaries as requested by the state and approved by
the Centers for Medicare & Medicaid Services (CMS). In addition,
states may use a more liberal financial eligibility standard to deter-
mine an individual’s eligibility than is used for other state plan ser-
vices. The HCBS waiver program has been extremely popular with
states because they can tailor service programs to meet LTSS needs
of various populations and provide services to individuals who
would not otherwise meet the state’s financial eligibility standards,
while controlling participation and financing for services. Virtually
all states have implemented multiple waiver programs; there are
more than 300 programs nationwide, which provide opportunities
for many people with LTSS needs to receive services in settings of
their choice. About 1.4 million people nationwide received waiver
services in 2009.°

Even so, the flexibility afforded to states under the waiver programs
has resulted in constraints on the number of people who can receive
care, as well as uneven access across and within states. Because states
can limit the number of waiver slots, people who need HCBS may
be placed on waiting lists. In 2012, 524,000 individuals were report-
ed to be on waiting lists for waiver programs in all but nine states,
with an average wait time for services across LTSS populations of 27
months.* Many advocates continue to push for more Medicaid HCBS
coverage options and improvements in state LTSS infrastructures.
The ACA addressed some of these concerns by creating new Med-
icaid state plan options for HCBS or amending optional authorities
established by prior law. While these programs represent the most
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significant expansions of Medicaid HCBS options since 1981, when
the section 1915(c) waiver program was enacted, they are optional
and states may decide whether to implement.

ACA MEDICAID HCBS OPTIONS

The ACA authorizes two time-limited grant programs that offer
states an enhanced federal medical assistance percentage (FMAP)
rate for qualified services to promote HCBS; it authorizes for the first
time the Balancing Incentive Program (BIP), and extends the Mon-
ey Follows the Person (MFP) Rebalancing program that was origi-
nally enacted by the Deficit Reduction Act of 2005 (DRA). The law
also authorizes states to use their state plan authority to implement
three permanent HCBS programes; it (i) created the section 1915(k)

Medicaid HCBS Provided Under a
State Plan or a Section 1915(c) Waiver:
Selected Key Differences

State Medicaid agencies provide HCBS in a number of
ways. The two most common methods are through state
plan services and HCBS waivers. HCBS state plan services
include home health services and transportation to and
from providers that states are required to provide for
beneficiaries entitled to, and eligible for, nursing facility
care. Optional state plan services include personal care
and other services through programs included in the
ACA. In addition to state plan services, states have the
option to provide a wide array of HCBS under the section
1915(c) waiver authority, including homemaker/home
health aide, personal care, adult day health, habilitation,
respite care, and other services requested by the state and
approved by CMS.

State plan services are subject to certain federal require-
ments: (i) they must be provided to beneficiaries through-
out the state (statewideness requirement); and (ii) they must
be available in the same amount, duration and scope to
the various categorically eligible groups under a state
plan (comparability requirement). States may not limit the

number of people served and may not establish waiting
lists for state plan services. CMS approval for state plan

services is not limited to a specific time frame.

Section 1915(c) permits the Secretary of the U.S. Depart-
ment of Health and Human Services (HHS) to waive cer-
tain Medicaid requirements that ordinarily apply to state
plan services. Specifically, with HHS approval, (i) states
may provide HCBS in only a portion of the state (waiving
the statewideness requirement); and (ii) may offer services
in different amounts, duration, and scope to beneficiaries
enrolled in a waiver program than other beneficiaries
eligible under state plans (waiving the comparability re-
quirement). States are also allowed to use a more liberal
financial eligibility standard than is used for eligibility
for state plan services. States may limit the number of
waiver slots, which has the effect of creating waiting lists
for waiver programs. Also, waiver programs must meet
a “cost neutrality” test; that is, the cost of HCBS waiver
services cannot exceed the cost of institutional services
for covered individuals absent the waiver. CMS approval

for HCBS waiver services is tied to specific time frames.
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Community First Choice (CFC) state plan option that offers states
an enhanced FMAP rate for attendant care services; (ii) amended
the section 1915(1) HCBS state plan option (originally enacted by
the DRA) to expand eligibility and scope of services permitted and
allow targeting of specific population groups; and (iii) created the
health home state plan option that offers states a time-limited, en-
hanced FMAP rate for funds for care management and coordination
of services for beneficiaries with chronic conditions. (See Appendix
for selected characteristics of the section 1915(c) waiver program, the
ACA state plan options, and the federal grant programs.)

Each of these programs has different requirements regarding servic-
es to be provided and eligibility groups served. The programs may
be used in combination with one another to expand and leverage a
state’s HCBS programs for unserved or underserved groups, or may
stand alone.

Balancing Incentive Program (BIP)

Some states have made progress in balancing their spending for
HCBS and institutional care, but many have not. The BIP offers an
opportunity to states whose Medicaid LTSS spending is considered
unbalanced (that is, less than 50 percent of all Medicaid LTSS spend-
ing is devoted to HCBS) by providing $3 billion to temporarily in-
crease federal funding. The increased funding is intended to help
states expand access to HCBS for Medicaid beneficiaries and make
structural changes in their LTSS infrastructures. States must use BIP
funds to increase non-institutional services or access to services.

Enhanced FMAP — BIP offers states an enhanced FMAP rate for HCBS
that the state provides under various Medicaid authorities. The level
of the enhanced FMAP is tied to a state’s level of Medicaid HCBS
spending in fiscal year (FY) 2009.

* States that spent less than 25 percent of their FY 2009 Medicaid
LTSS expenditures for HCBS qualify for a 5 percentage point in-
crease in their regular FMAP rate. These states must reach a bench-
mark of 25 percent of LTSS spending on HCBS by September 30, 2015.

e States that spent less than 50 percent, but more than 25 percent,
of their total FY 2009 Medicaid LTSS expenditures for HCBS qualify
for a 2 percentage point increase in their FMAP rate. These states
must reach a benchmark of 50 percent of LTSS spending on HCBS by
September 30, 2015.”
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According to CMS data, only 12 states and the District of Colum-
bia spent 50 percent or more of their total LTSS Medicaid funds on
HCBS in FY 2009 and therefore are ineligible for the BIP enhanced
FMAP rate. Thirty-eight states spent less than 50 percent of spend-
ing on HCBS, including one state that spent less than 25 percent.® Of
the 38 states eligible for the enhanced matching rate, 16 have CMS-
approved BIP applications as of October 2013.7

Medicaid HCBS programs that are eligible for an enhanced FMAP
rate include: section 1915(c) waivers, home health state plan services,
personal care state plan services, section 1915(i) HCBS state plan ser-
vices, rehabilitative services for mental health and substance abuse,
section 1915(k) CFC state plan services, services under the Program
for All-Inclusive Care for the Elderly (PACE) program, health home
state plan services, and HCBS under managed care arrangements,
among others.’®

Structural reforms — Approved BIP states must also make structural
reforms to their LTSS infrastructures by (i) developing a statewide
system for a “no wrong door” or “single entry point system” that
provides consumers with information on service availability and
how to apply for services, referral to services and supports available
in the community, and financial and functional eligibility determi-
nations; (ii) establishing conflict-free case management processes
that ensure the independence of those performing assessments of
individuals in need of care from those who develop and approve
individual care plans; and (iii) developing a uniform standardized
assessment instrument to determine a beneficiary’s need for services
and an individual service plan for use throughout the state. (States
may develop different instruments tailored for different beneficiary
populations.)

CMS has stipulated that states with an approved BIP application
must have a work plan for implementation of the structural changes
within 6 months from the date of their application submission, and
the changes must be in effect by September 30, 2015.” CMS has pro-
duced a manual to guide states in making the structural changes,
and it has established a technical assistance center to help states im-
plement BIP programs.”

Funding under the BIP program became available October 1, 2011,
and is available until September 30, 2015, or until the full $3 billion
has been expended. Eligible states have until August 1, 2014, to apply
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According to CMS data, only
12 states and the District of
Columbia spent 50 percent
or more of their total LTSS
Medicaid funds on HCBS in
fiscal year 2009.
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for funds." As of September 2013, about $2 billion in BIP funding had
been committed to state grantees.”

Money Follows the Person (MFP)
Rebalancing Demonstration Program

The ACA extends the MFP program, originally created by the DRA
in 2005, through FY 2016." Its purpose is to provide time-limited
federal demonstration funds to state grantees so that they can help
Medicaid beneficiaries living in institutions transition to their own
homes or other qualified residential settings of their choice. States
receive grants to develop transition programs for beneficiaries and
to develop initiatives that will improve their HCBS infrastructures.
The MFP demonstration is now in its seventh year of operation.
Since the original awards were made in 2007, CMS has released
three additional MFP solicitations to allow more grantees to enter
the program. Currently 44 states and the District of Columbia par-
ticipate. CMS has awarded an ongoing evaluation contract to Math-
ematica Policy Research, which has produced more than 20 reports
on the program.*

Since its inception, MFP grants have helped over 33,000 Medicaid
beneficiaries transition from institutions to homes or other qualified
community residences with appropriate supportive services.” In
addition to the assistance of transition coordinators who help ben-
eficiaries move from institutions, services frequently provided to
participants are home-based services, such as home health aide, per-
sonal care, companion and homemaker services, and care in group-
or shared-living arrangements or residential settings that provide
24-hour health and social services.*

The DRA provided $1.75 billion for the program from FY 2007 to
FY 2011, and the ACA provides $2.25 billion for FY 2012 through FY
2016, bringing the total federal investment to $4 billion. The ACA
stipulated that the demonstration will end in 2016; states are allowed
to use any MFP funds remaining after FY 2016 until FY 2020.

MFP enhanced match — States with approved MFP programs receive
an enhanced FMAP rate for MFP expenditures, which can be used to
support the administration of the demonstration and implementation
of broader infrastructure investments. These investments include ini-
tiatives such as: creating systems for performance improvement and
quality assurance, developing housing initiatives, supporting staff
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for key transition activities, improving the direct care workforce, and
building “no wrong door” access to care systems.

The enhanced FMAP that each state receives is equal to its regular
FMAP rate plus the number of percentage points that is 50 percent of
the regular state share. Therefore, if a state’s regular share is 50 per-
cent (and the regular FMAP rate is 50 percent), the enhanced dem-
onstration FMAP rate equals 50 percent plus one-half of 50 percent,
for a total of 75 percent. If a state’s regular share is 30 percent (and
the regular FMAP rate is 70 percent), the enhanced demonstration
FMAP rate equals 70 percent plus one-half of 30 percent, or 85 per-
cent. In no case can the enhanced FMAP rate exceed go percent.

Section 1915(i) HCBS State Plan Option

The ACA modified the section 1915(i) HCBS state plan option that had
been established by the DRA in 2005. This provision was a significant
step forward in Medicaid LTSS policy because it established a path-
way to HCBS without a beneficiary having to meet institutional level
of care criteria, as is required under section 1915(c) waiver programs.
The link to an institutional level of care standard has been part of
the waiver programs since 1981 and has been considered a barrier to
HCBS for many people who have care needs that are substantial but
would not qualify as needing an institutional level of care. Rather,
under section 1915(i) individuals must meet “needs-based” criteria
that the law stipulates must be less restrictive than the state’s institu-
tional level of care criteria.” According to the CMS-proposed section
1915(i) regulations “[o]ne particular result of this distinction is that,
through the section 1915(i) benefit, States have the ability to provide
a full array of HCBS to adults with mental health and substance use
disorders.””® (Individuals with mental health and substance abuse
disorders may not necessarily require the level of care required by
an institution and therefore would be ineligible for section 1915(c)
waiver programs.) The proposed rules also indicate that the benefit
“creates an opportunity to provide HCBS to other individuals with
significant needs who do not qualify for an institutional LOC [level
of care], such as some individuals with Autism Spectrum Disorder,
diabetes, acquired immune deficiency syndrome, or Alzheimer’s
disease. In many cases, without the provision of HCBS, these con-
ditions may deteriorate to the point where the individuals become
eligible for more costly facility-based care.””
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The link to an institutional
level of care standard has been
part of the waiver programs
since 1981 and has been
considered a barrier to HCBS
for many people.
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Although the DRA provision broke the link to institutional level of
care criteria, it contained a number of provisions that limited state
implementation. For example, states were limited in the types of ser-
vices that they could provide, in contrast to the section 1915(c) waiver
programs that allow states to provide a wide range of state-defined
services. Also, the DRA provision did not allow states to apply the
more liberal financial eligibility standard allowed under the section
1915(c) waiver program that allows states to provide HCBS to people
who have incomes up to 300 percent of the federal Supplemental
Security Income (SSI) benefit level ($25,588 in 2013 for a one-person
household), a provision unique to the section 1915(c) waiver pro-
gram.” States likely did not view the DRA HCBS state plan option
as an improvement to the HCBS options that were already available
under the waiver program, and only a handful of states took up the
program.”’ Some changes made by the ACA may engender more in-
terest by states, such as:

Allowable services — The ACA expands the scope of allowable services,
and states may now provide one or more services that are allowed
under the section 1915(c) waiver (see Appendix).

Targeted benefits — The law allows states to provide a specific set of
HCBS benefits to targeted population groups. For example, a state
could target a benefit package to children under the age of 21 with
an intellectual disability, a developmental disability, autism, or a be-
havioral health condition. According to the proposed CMS regula-
tions, states may now establish more than one section 1915(i) benefit
program, each fashioned for a specific population; may provide one
set of benefits that targets multiple populations; and may offer differ-
ent services to each of the defined target groups within the benefit.*

Option to provide HCBS to individuals eligible for waiver programs and to use
more liberal income eligibility levels — In general, the ACA makes sec-
tion 1915(i) services available to people whose income does not ex-
ceed 150 percent of the federal poverty level (FPL) ($17,235 in 2013
for a one-person household) who meet the state’s needs-based cri-
teria that are less than its institutional level of care criteria. But the
ACA added new provisions allowing states to apply the more liberal
income eligibility criteria that are used to determine eligibility for
section 1915(c) waivers, that is, income up to 300 percent of the SSI
federal benefit level. This more liberal income standard is available
only to those individuals who are eligible, or who would be eligible,
under an existing section 1915(c), (d), or (e) waiver or section 1115
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waiver and who will receive section 1915(i) services.*® (Individuals
who would be eligible under section 1915(c) would be required to
meet the state’s institutional level of care criteria.)

Option to establish a new eligibility pathway for full Medicaid benefits to in-
dividuals receiving section 1915(i) services — The Act created an optional
eligibility pathway that would make individuals eligible for section
1915(i) benefits, and not otherwise eligible for Medicaid, to receive
full Medicaid benefits. According to the proposed regulations, for
example, “an individual age 65 or older, who has chronic needs but
not at an institutional level of care and has too much income and/or
resources to qualify for Medical Assistance under a State’s Medic-
aid plan, could be eligible for section 1915(i) services if he/she meets
the needs-based criteria for the section 1915(i) benefit, has income
up to 150 percent of the FPL and will receive section 1915(i) services.
Under this group, States may also elect to cover individuals with
income up to 300 percent of the SSI/FBR [federal benefit level] who
would be eligible under an existing section 1915(c), (d), (e) waiver or
section 1115 waiver and who will receive section 1915(i) services....
Individuals eligible for Medicaid under this group would eligible for
full Medicaid benefits.”*

Other characteristics of section 1915(i) — In some ways, the section 1915(i)
benefit contains the flexibility of the section 1915(c) waiver program.
Because states may choose to provide a wide range of services for
certain targeted groups of individuals with LTSS needs, the benefit
has the ability to serve people that waiver programs cannot. It also
allows states to target the benefit and to offer benefits differing in
type, amount, duration, or scope to specific populations. However,
states must provide HCBS state plan services statewide, and they
may not limit participation; in contrast, waiver programs are not
required to be statewide and states may limit participation.”® The
statewideness requirement may affect a state’s decision to elect the
section 1915(i) option; unless they target populations and services
packages carefully, states may not be prepared to finance services
for an unknown number of eligible applicants throughout the state.
Also, one researcher has pointed out that states which already have
waiting lists for section 1915(c) waiver programs (for individuals
who must meet the state’s institutional level of care requirements)
may be reluctant to establish a state program for people who have
less intensive needs.”

"
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Unlike other ACA HCBS options, states do not receive an enhanced
FMAP rate under section 1915(i). As of October 2013, 13 states have
elected this option, 9 of which have done so since enactment of the
ACA.” There are a total of 15 approved section 1915(i) programs
among 13 states.

Section 1915(k) Community First Choice (CFC)
State Plan Option

The ACA added a new Medicaid state plan option, Community First
Choice, allowing states to provide HCBS attendant services and sup-
ports to beneficiaries of all ages. Individuals who may receive HCBS
under this option must be Medicaid eligible under an existing eli-
gibility pathway that includes access to nursing facility services; or,
if a beneficiary is eligible under an eligibility group that does not
provide access to nursing facility services, the beneficiary must have
income that is below 150 percent of the FPL. In both cases, the ben-
eficiary must meet the state-defined level of care criteria required for
institutional care.”

Unlike the section 1915(c) waiver program that allows states to
choose from a wide array of services for groups of beneficiaries, the
CFC program requires states to offer a specific set of services and al-
lows them to offer others. Required CFC services are assistance with
activities of daily living (ADLs), instrumental activities of daily liv-
ing (IADLs), and health-related tasks through hands-on assistance,
supervision, and/or cueing; acquisition, maintenance, and enhance-
ment of skills necessary for the individual to accomplish ADLs,
IADLs, and health-related tasks; backup systems or mechanisms to
ensure continuity of services and supports, such as personal emer-
gency response systems; and voluntary training on how to select,
manage, and dismiss attendants. States have the option to pay for
expenses associated with helping a beneficiary transition from an
institution and other services that increase his or her independence
or substitute for human assistance.”

The CFC program stresses the notion that a person-centered plan-
ning process be used to develop a beneficiary’s plan of care. Also,
states may choose to implement services through an agency-provid-
er model of care, where services and supports are provided by an en-
tity chosen by the state Medicaid agency, or through a self-directed



BACKGROUND
www.nhpf.org PAPER NO. 86

model of care where beneficiaries recruit and hire their attendant
care providers whom they supervise, manage, and pay.

Unlike the section 1915(c) waiver program, services must be provid-
ed on a statewide basis, and states are not allowed to limit or target
participation. The final CMS regulations state that CFC services and
supports must be provided in the most integrated setting appropri-
ate to the individual’s needs, without regard to the individual’s age,
type, or nature of disability, or the form of home and community-
based attendant services that the individual requires to have an in-
dependent life.*

Under the ACA, states are to receive a 6 percentage point increase in
their FMAP rate for CFC services. As of September 2013, two states
have approved state plan amendments for CFC, California and Or-
egon, and several additional states are planning to implement.*

Health Home State Plan Option

The health home state plan option, though focused on covering ben-
eficiaries with chronic conditions, is frequently grouped with the
ACA HCBS options. Many beneficiaries with chronic conditions are
at risk for needing HCBS. The option offers an opportunity for states
to integrate and coordinate primary, acute, and behavioral health
care (both mental health and substance use) and LTSS for beneficia-
ries of all ages who have chronic illnesses. Health homes are expect-
ed to integrate and coordinate primary and behavioral health care
services and to provide linkages to HCBS for beneficiaries covered
under the benefit.

Those eligible are Medicaid beneficiaries who have two or more
chronic conditions; have one chronic condition and are at risk for a
second; or have one serious and persistent mental health condition.
Chronic conditions listed in the statute include a mental health con-
dition, substance abuse disorder, asthma, diabetes, heart disease, or
being overweight by having a body mass index (BMI) over 25. States
may elect to provide health home services to those who have any of
these conditions and may elect to target services to populations with
higher numbers or greater severity of conditions. States may elect
to include populations with conditions other than those stipulated
in the statute, such as those with HIV/AIDS. The statute waives the
Medicaid comparability requirement and thus allows states to offer

13
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health home services in a different amount, duration, and scope than
services to other populations not included under the health home
benefit.*>

Health home services include comprehensive care management, care
coordination, health promotion, comprehensive transitional care/
follow-up, patient and family support, and referral to community
and social support services. An enhanced FMAP rate of go percent
is available for health home services for the first eight quarters from
the effective date of the state’s plan amendment; thereafter, services
are matched at the state’s regular FMAP rate.

Health home services may be provided by a designated provider,
a team of health care professionals operating with such a provider,
or a health team that provides health home services. Providers that
may qualify as a designated provider include physicians, clinical
practices or clinical group practices, rural health clinics, commu-
nity health centers, community mental health centers, home health
agencies, or any other entity or provider (including pediatricians,
gynecologists, and obstetricians) that is determined appropriate by
the state and approved by the Secretary of HHS. This list, therefore,
is not an exhaustive list. States may include additional providers in
this category, including other agencies that offer behavioral health
services. Each designated provider must have systems in place to
provide health home services and to satisfy certain health home
qualification standards.

The team of health care professionals would include physicians as
well as other professionals, such as a nurse care coordinator, nutri-
tionist, social worker, behavioral health professional, or any profes-
sionals deemed appropriate by the state and approved by the Secre-
tary of HHS. (This, too, is not an exhaustive list.) These teams may
operate in free-standing or virtual settings, or may be based at a hos-
pital, community health center, community mental health center, ru-
ral clinic, clinical practice or clinical group practice, academic health
center, or any entity deemed appropriate by the state and approved
by the Secretary.

CMS has stated that it expects the health home delivery model “will
result in lower rates of emergency room use, reduction in hospital
admissions and re-admissions, reduction in health care costs, less re-
liance on long-term care facilities, and improved experience of care
and quality of care outcomes for the individual.”*
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States are not required to provide health home benefits on a state-
wide basis and may target particular geographic regions. As of Sep-
tember 2013, 12 states have received CMS approval to implement
health homes, with several states having elected to provide multiple
health home models.**

A 2012 report of the first year of six health home programs in four
states (Missouri, New York, Oregon, and Rhode Island) found that
states are focusing on beneficiaries with serious mental illness (SMI),
substance abuse, and chronic physical conditions. New York and Or-
egon have chosen to combine all three populations in single, broadly
focused program. Missouri and Rhode Island each have separate
programs primarily for beneficiaries with SMI or with chronic phys-
ical conditions. The report found that integration of physical health,
mental health, and nonclinical support services, while important to
program success, is a challenge even in states with more experience
with integration, perhaps because it represents a culture change for
providers. Providers were concerned about who would incur costs
and who would benefit from the return on investments; the inad-
equacy of data systems to meet provider needs; and the pace and
effects of practice transformation. In all four states, the availability
of the enhanced FMAP rate was cited as an important part of state
motivation for implementation.” Evaluations by the Urban Institute
and NORC are ongoing.

FACTORS AFFECTING STATE IMPLEMENTATION

The ACA HCBS options are the most significant expansion of Med-
icaid HCBS in 30 years, and a number of states are implementing
one or more of them. The most popular option has been the MFP
program and most states have had several years of experience with
its implementation. For the remaining programs, some states have
received CMS approval to implement, are in the planning stages, or
in some cases are not moving forward. The ACA has provided states
a number of rather flexible options for expanding their HCBS plat-
forms, increasing the number of beneficiaries who can receive HCBS,
and balancing their spending patterns for LTSS. Many states seem
particularly interested in those options that offer enhanced FMAP.
The ACA also offers new and expanded ways for states to meet goals
of reducing or eliminating unnecessary institutionalization that are
included in a state’s Olmstead plan®* or under the terms of a state’s
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Olmstead agreement with the Department of Justice.” Though the
added flexibility and enhanced funding may be attractive to states,
widespread implementation will take time and some states may face
a number of barriers.

State Budget and Staffing Constraints

A number of reports indicate that some states are still feeling the
effects of the recession and are experiencing a slow or uneven re-
covery that continues to affect staff capacity.”® Thus, some states may
have limited ability to implement the ACA options due to possible
increases in service expenditures as a result of increased utilization.
Staff shortages could impinge on a state’s current ability to develop a
strategy to incorporate the programs into its existing infrastructure
and negotiate state plan amendments necessary for CMS approval.
Also, some states may have limited state funds that would be needed
to take advantage of the enhanced FMAP rates. A 2012 report by the
U.S. Government Accountability Office (GAO) regarding ACA HCBS
implementation found that states were concerned about their abil-
ity to contribute their regular matching share for expanded services,
or to continue services once the period for enhanced FMAP rates
ends. In addition, some states expressed caution about their ability
to implement the new options that must be offered on a statewide
basis, such as the section 1915(k) CFC and the section 1915(1) HCBS
state plan options, uncertain of their ability to sustain their share of
matching funds. Another barrier cited by GAO was states” inability
to dedicate staff to manage the new options, such as infrastructure
development, quality assurance, and financial tracking systems.” A
2013 report by the Kaiser Commission on Medicaid and the Unin-
sured also indicated that some states” HCBS programs are “waiting
in line” for access to limited state information technology personnel
who have responsibilities to implement other ACA provisions.*

Complexity in the Mix of HCBS Authorities

The various HCBS options generally have different service packages,
eligibility requirements, and financing arrangements, which makes
implementation complex. For example, while some of the HCBS op-
tions require a beneficiary to meet the same functional eligibility
standard used for entry into an institution, the HCBS state plan op-
tion does not. The health home provision is targeted to people with
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specific chronic conditions, but other options target people with
functional needs who need the level of care provided in an institu-
tion. The section 1915(k) CFC state plan option requires a specific set
of services, but other options do not. Some of the programs offer the
incentive for enhanced FMAP rates, but others do not. States must
choose among the various options and decide what strategies are
best for integration into their preexisting HCBS infrastructure, and
which additional groups of individuals to serve and services to pro-
vide. In addition, assigning beneficiaries who have similar and often
overlapping functional needs into predetermined eligibility catego-
ries may be complex and difficult for case managers, who must de-
termine what state HCBS option would best meet beneficiary needs.

States must carefully assess the effect of each of these options, not
only on service delivery and populations previously unserved or
underserved, but also on their ability to continue financing the pro-
grams over future years. The section 1915(k) CFC and section 1915(i)
HCBS state plan options must be provided statewide with no en-
rollment caps. Some of the programs have certain safeguards allow-
ing states to control utilization and spending. For example, the sec-
tion 1915(i) HCBS option allows states to target specific population
groups and to constrict functional eligibility criteria if the projected
number of beneficiaries exceeds estimates; the health home benefit
allows states to target specific geographic areas. However, unless
states have solid data on the potential number of people who may
qualify, they could face financial shortfalls to continue the programs
in future years. Also, those states in the process of initiating Medic-
aid managed LTSS systems will need to assess how the new options
would be integrated into such systems, and they may want to assess
the effect of managed care before taking up the new options.

Coordinating with ACA Provisions

Other factors that may affect HCBS implementation include the
pressure states may be under to implement broader ACA changes
to Medicaid eligibility and enrollment as well as state-administered
health insurance exchanges, if they have chosen these options.*
State exchange implementation has explicit deadlines. Once these
deadlines are met, perhaps states will be able to dedicate staff to
implement the ACA HCBS options. However, implementation of the
broader Medicaid expansions will continue to roll out over a number
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of years and will require dedicated state staff, potentially affecting
states’ capacity to further develop their HCBS programs.

Enhanced FMAP Sunset

Three of the ACA provisions carry an opportunity for time-limited
enhanced FMAP rates for qualified services. States are not under
any deadlines to implement any of the HCBS provisions. However,
if they decide to implement BIP, its enhanced FMAP is available only
until September 30, 2015, or until the full amount of funds available
has been expended. Grant funds for the MFP program will end in
2016, even though unused funds may continue to be used until 2020.
The health home state plan option has an enhanced FMAP for a two-
year period. At the end of these periods, states may be faced with
decisions of whether and how to continue the programs without the
benefit of additional federal funds. Advocates for the programs are
likely to propose continuation of the enhanced matching amounts to
maintain the progress made in serving LTSS populations previously
unserved or underserved. And when enhanced FMAP periods end,
federal policymakers may be faced with decisions as to whether con-
tinuation of the enhancements is warranted.

LOOKING TO THE FUTURE

The Medicaid program touches many people with LTSS needs,
through its mandatory coverage of state plan services such as phy-
sician, hospital, and nursing facility services. It also touches many
people living in the community who would otherwise need institu-
tional care through section 1915(c) waivers and other state plan ser-
vices. However, for many years, advocates of LTSS expansion have
indicated that HCBS should be on a level playing field with nursing
home care, which is a mandatory Medicaid benefit for those who
qualify. HCBS in its many forms, whether as a waiver or an optional
state plan service, is not mandatory, the ACA expansions notwith-
standing. Except for home health services, other HCBS are still a
coverage choice that states must make. Beneficiaries who qualify
for ACA state plan options, such as section 1915(i) HCBS or section
1915(k) CFC services, would be entitled to these services for the peri-
od that a state covers the state plan option and as long as individual
continues to meet a state’s eligibility requirements for the covered
service. The ACA opens the door to new service opportunities for
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unserved or underserved populations, and states have unique op-
portunities to enhance their HCBS programs by leveraging the vari-
ous state options. Even so, states retain the authority whether and
how to take up the options, control eligibility, and, within certain
federal stipulations, define the scope of services. While champion-
ing the new opportunities, some advocates and practitioners may
view these provisions as stepping stones toward a broader-based
HCBS entitlement yet to come.

Beyond the issue of optional versus mandatory services, a number
of analysts have pointed to the complexity of integrating the various
HCBS options, from the myriad section 1915(c) waiver programs to
the various state plan service options. As one analyst has pointed
out, LTSS public policy has “developed through a collection of dis-
parate program authorities...often designed in isolation from one
another but implemented within LTSS delivery systems in conjunc-
tion with other programs having both complimentary and conflict-
ing policies.”* A policy option that has surfaced in the past is the
possible integration of the various HCBS optional programs and the
development of a standardized approach to serve people with mul-
tiple and overlapping LTSS needs that would eliminate fragmented
programs and pathways to care. However, to date, how to opera-
tionalize service pathways that are more consumer friendly has not
received a full discussion among policymakers and practitioners.
The issue of integration and simplification was raised again by the
congressional-mandated Commission on Long-Term Care when
it recommended in its 2013 report that Congress “reduce Medic-
aid waiver complexity by streamlining the HCBS provisions of the
Medicaid statute.”*® While integration may be more desirable than a
stepping-stone approach to changing HCBS policy, some states may
want to retain the flexibility inherent in the status quo.

With the aging of the population and greater demand for HCBS by
people of all ages, some analysts and practitioners worry that state
Medicaid programs will not be able to sustain their current commit-
ments or develop new programs to meet growing needs. Moreover,
those with moderate incomes and assets who do not meet stringent
Medicaid eligibility criteria but are unable to meet their own LTSS
needs will likely continue to rely on family caregivers. How to more
adequately address the issues around LTSS financing and access will
continue to be an issue for policymakers in coming years.
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