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Purpose of the Report

This report is in response to the legislative request outlined in House Bill 00-1451 Footnote 50b.  The footnote authorizes the Colorado Department of Health Care Policy & Financing to examine work incentive Medicaid buy-in options.  Footnote 50b states:

Department of Health Care Policy and Financing, Medical Services Premiums – It is the intent of the General Assembly that the Department meet with Medicaid consumers with disabilities and Medicaid providers to examine state options with regard to the new Federal Work Incentives/Ticket to Work Act.  The Department is requested to submit a report delineating options and recommendations for providing incentives for persons with disabilities to return to work.  This report is requested to be submitted to the Senate and House Health, Environment, Welfare, and Institutions Committees by October 15, 2000.  This report is requested to include a discussion of the pilot program created in S.B. 97-147 and analysis and recommendations on whether this existing initiative can be accomplished under the new Act without the requested waiver.

Taskforce Members
As requested in Footnote 50b, the Colorado Department of Health Care Policy and Financing convened a Taskforce of consumers with disabilities and providers to examine state Medicaid options for people with disabilities to become employed.  The Footnote also requested that the Department provide recommendations on this issue to the Senate and House Health, Environment, Welfare, and Institutions Committees.  Below are the names and affiliations of Taskforce participants.

Natalie Alden – Consumer; CCDC; represents people with physical disabilities; represents rural perspective.

Carol Bouchard – Provider - Accent on Independence.

Judy Emery – Director, Project WIN (Grant through federal Rehabilitation Services Administration).

Carol Jean Foos Garner – Consumer; Mental Health Ombuds Program of Colorado; represents people with mental illness; represents rural perspective.

Bruce Goguen – Consumer; CCDC; United Cerebral Palsy of Colorado; parent of transitioning youth with disabilities; represents people with physical disabilities and developmental disabilities.

Toni Huntington – Consumer; represents individuals with mental illness.

Christina Johnson – Consumer; Governor’s Advisory Council for Persons with Disabilities; represents people with mental illness and brain injury.

Rusti Kelsey -  Consumer; represents people with physical disabilities; CCDC; represents rural perspective.

Andi Leopoldus – Goodwill Industries; represents individuals with developmental disabilities and other barriers to work.

Ann Mannering – Consumer.

Barry Martin, M.D. – provider; represents transitioning youth and adults with developmental disabilities.

Tom Muniz – Consumer; represents people with physical disabilities and hearing loss.

Arthur Powers – Consumer; Persons Living with HIV/AIDS Network of Colorado.

Julie Reiskin – Consumer; Colorado Cross Disability Coalition (CCDC).

Kevin Smith – Consumer; Accent on Independence; represents people with physical disabilities.

RJ Stoker – Consumer; represents people with brain injury; Co-chair Governor’s Advisory Council for Persons with Disabilities.

Taskforce Recommendations

The Taskforce recommends the following:

1. Pursuing the Ticket to Work Work Incentives Improvement Act (TWWIIA) Medicaid option and not the Disability Work Incentive Program (DWIN), as TWWIIA is a more flexible and generous program and does not explicitly limit eligibility.  Also, the future of DWIN is uncertain, at best, at this time.

2. Implementing both Option I and Option II of TWWIIA.  Option II would not cost the state any additional dollars, as the only people who could be included under Option II would be the ones that the state would already have been covering under Option I. 

3. No income cap.  Such a cap would still limit an individual’s full ability to work and budget neutrality would not be compromised by not limiting income.

4. Including Home and Community Based Services (HCBS) waiver eligibility under the TWWIIA program, as this will encourage employment by Home and Community Based Services (HCBS) clients without increasing the cost to the state.

5. Conducting an actuarial analysis of a potential Medicaid buy-in option under TWWIIA prior to making a final decision regarding the viability of this program.  Such an analysis would determine the appropriate client cost sharing requirements and the cost savings that can be incurred from state-only program and overall economic benefits of employment.

Introduction

With a tight labor market, major advances in assistive technology and rehabilitation therapy, and a greater public understanding of physical and mental disabilities, why are so few disabled Americans in the work force?  According to the Social Security Administration (SSA), less than one half of one percent of the recipients of Social Security Disability Income (SSDI), and of Supplemental Security Income (Supplemental Security Income (SSI), ever leave the rolls and return to work.  At the same time, a 1998 Harris poll found that 70 percent of people with significant disabilities who are not employed would like to be.

While no single factor accounts for the extraordinary low rate of labor force participation, one that does stand out is the probability that disabled individuals who go back to work will be declared ineligible for Medicaid if they earn more than a nominal amount of money and that they will be unable to obtain comparable health insurance in the private sector.  And if they try to save money, they run afoul of asset rules that limit resources to about $2,000.  For the disabled, moreover, losing Medicaid often means more than losing coverage for basic health care.  The program’s prescription drug and durable medical equipment benefits, make it a critical source of daily services and supports, and a comparable range of services is simply not available through even the most generous private insurance plan (National Conference of State Legislatures: State Health Notes, September 11, 2000).  

Current Benefits for People with Disabilities

Two main eligibility categories based on disability currently exist through the Social Security Administration – Social Security Disability Income (SSDI) and Supplemental Security Income (SSI). The definition of disability for purposes of initial eligibility is identical under the Social Security Disability Income (SSDI) and Supplemental Security Income (SSI) programs.  Disability is defined by Social Security Administration (SSA) as “the inability to engage in any ‘substantial gainful activity’(SGA) by reason of a medically determinable physical or mental impairment that is expected to last for a continuous period of not less than 12 months, or to result in death.” substantial gainful activity (SGA) is defined in Federal regulations as countable earnings of $700 per month.

a) Social Security Disability Income (SSDI): Title II of the Social Security Act establishes Social Security Disability Income (SSDI). Social Security Disability Income (SSDI) is a program of Federal disability insurance cash benefits for workers who have contributed to the Social Security trust funds and became disabled or blind before retirement age.

Individuals who have been entitled to Social Security Disability Income (SSDI) benefits for 24 consecutive months are eligible to receive health insurance benefits under the Medicare program.  They are not eligible for Medicaid, unless they receive Supplemental Security Income (SSI) benefits to supplement Social Security Disability Income (SSDI), or participate in a Home and Community Based Services (HCBS) waiver program.

b) Supplemental Security Income (SSI): Title XVI of the Social Security Act establishes the Supplemental Security Income Program.  The Supplemental Security Income (SSI) program is a means-tested program providing Medicaid and monthly cash income to low-income persons with limited resources on the basis of age and on the basis of blindness and disability. 

Since the Supplemental Security Income (SSI) program was implemented in 1974, work incentive provisions have been included in the Social Security Act for persons with severe disabilities. Under Section 1619b of the Social Security Act, an individual remains eligible for Medicaid generally up to an income of $23,899 per year (Allen Jensen, Center for the Study and Advancement of Disability Policy, The George Washington University School of Public Health and Health Services; Social Security Administration, 2000).  

Provision 1619b is the only Medicaid work incentive program for people with disabilities that presently exists in Colorado. Provided below are some features of 1619b, based on individuals’ experiences in Colorado:

Benefits








1. Simple to figure out for lower level jobs.  One can earn up to $23,899 and keep Medicaid.

2. Does not involve employer.

3. Disabled person does not have to figure out what expenses are disability related, keep receipts, etc.

4. Earnings can be higher for persons with more severe disabilities.

Drawbacks
1. Home and Community Based Services (HCBS) eligible individuals can earn up to $18,432 per year, which is almost as much as the $23,899 permitted through SSI Section 1619b.  However the Home and Community Based Services (HCBS) clients would not have to deal with the Social Security Administration at all.

2. Using the 1619b provision may trigger a determination by Social Security that one is no longer disabled.  This means the person could lose their Medicaid even if they stay under the income limit.

3. This program serves only persons on Supplemental Security Income (SSI) and very few persons on Supplemental Security Income (SSI) know it exists.

4. Finding the information to figure out the formula for higher earnings is very difficult.

In Colorado, 1619b remains a greatly underutilized program.  According to June 2000 Social Security Administration (SSA) data, only 3% (1,175 of a total 34,741) of working age Supplemental Security Income (SSI) recipients, aged 18-64, have obtained employment under Section 1619b.  Please see Attachment A for an example of the fear and mistrust that exists within the disability community of the 1619b benefit that may prevent many clients from participating in this program.

According to Taskforce members, persons with different types of disabilities have different types of benefit and work incentive needs. There is not a “one-size fits all” work incentives benefit program that will work for everyone. 

· Some people need to retain Medicaid forever.  Most persons with this need are on Medicaid, not working and not paying taxes. A significant number of people in this category would happily pay a premium, if they were allowed to earn money. Those participating in a Medicaid buy-in program, who have fewer needs, would get to a point where what they pay for the program would not be worth the benefits and they would choose to drop-out. 

· Others may need to retain Medicaid for a time period of several years, and then will be able to do without Medicaid.  This could be someone who has had a brain injury or stroke.  

· Some with cyclical disabilities, such as bipolar disorder, some types of multiple sclerosis, or epilepsy may be able to have large periods of time with no need for any supports, but have the need to use those supports during periods of relapse.  These supports need to be immediately and easily accessible, for example, when a relapse happens with no warning.  

· Finally, some may need only a partial benefit if they are able to work.  For example, someone who has cancer or HIV may only need pharmaceutical support and may get other needs met with employer based insurance.

Taskforce members also state that the term “work incentive program” is somewhat of a misnomer.  People with disabilities do want to work, yet the systems they depend on to survive have made that all but impossible.  Part of the problem may be that most current programs require that one be considered “disabled,” yet define disability narrowly as only the inability to work. 

Since the advent of health insurance, the primary system of providing health care in this country has been through the workplace.  Out of necessity, persons with disabilities depended on government systems, and those systems evolved over time in an effort meet the needs of persons with disabilities. A costly quagmire of rules, regulations and programs has resulted, none of which truly meets the needs of people with disabilities in particular, nor society in general.  Numerous barriers to work exist for persons with disabilities.  Attachment B identifies these general issues.

(Please note: the previous section was developed by the following consumer Taskforce members: Christina Johnson, Julie Reiskin, R.J. Stoker, Toni Huntington, Ann Mannering and Rusti Kelsey)

State Medicaid Buy-In Options

Other State Medicaid Buy-In Programs: Balanced Budget Act Section 4733:
The Balanced Budget Act (BBA) of 1997 (Public Law 105-33) added a new provision in the Medicaid program [Section 1902(a)(10)((A)(ii)(XIII) of the Social Security Act] that allows states to elect to provide Medicaid coverage to persons with disabilities who are working and who otherwise meet Supplemental Security Income (SSI) eligibility criteria but have net income up to 250% of the Federal poverty guidelines. “Under section 1902(r)(2) of the Act, States may use more liberal income and resource methodologies than are used by the Supplemental Security Income (SSI) program in determining eligibility for this group. Section 4733 also provides that States can require individuals to pay such premiums or other cost-sharing charges, set on a sliding scale based on income, as the State may determine” (HCFA, “Dear State Medicaid Director” letter, November 24, 1997).  

To date, states that have implemented a Medicaid buy-in program did so via Section 4733 of the BBA.  The buy-in option through the BBA did not allow states to set a limit on the number of program participants.  The only way to limit the number of program participants is through a Section 1115 waiver.  Colorado passed Senate Bill 97-147 creating the Disability Work Incentive Program.  This required a Section 1115 waiver for implementation, as the State chose to limit the program to 150 potential participants.

Disability Work Incentives Program (DWIN):


(Please see Attachment C for a comparison chart of DWIN and TWWIIA)

In 1997, the Colorado Senate passed SB97-147 creating the DWIN program (Please see Attachment D).  The goal of this legislation was to allow persons with disabilities to become employed without the fear of losing their Medicaid benefits.  

DWIN was an innovative concept at the time it was created.  One of its main intents was to allow individuals with disabilities to become employed without restricting their income potential.  Federal initiatives that were offered through Section 1619b of the Social Security Act and through Section 4733 of the Balance Budget Act offered Medicaid employment incentives, but these were designed with income limitations and other barriers.

DWIN was designed to be a pilot program limited to 150 participants.  The legislation stated that an eligible person under DWIN is someone with a permanent disability, who is currently receiving Supplemental Security Income (SSI) and Medicaid or Social Security Disability Income (SSDI) and Medicaid, and is unemployed.  

The program requires the participant to purchase Medicaid on a sliding fee scale as a wrap-around to an employer-based private health insurance plan.  If the employer does not offer health insurance, the full Medicaid package will be offered on a sliding fee scale. There will be no limit on earnings and the Department expects a wide range of professions to be represented.

Section 1115 of the Social Security Act permits states to seek waivers for demonstration projects.  A Section 1115 waiver through the Health Care Financing Administration (HCFA) is required in order for Colorado to implement the DWIN pilot program for 150 individuals.  The Department submitted the waiver request to the Health Care Financing Administration (HCFA) in July 1998.  The Health Care Financing Administration (HCFA) has responded with a series of conference calls and written questions; the Department  has responded to all their questions and concerns to date. 

Colorado has not initiated the program, as we do not yet have an approved waiver from the Health Care Financing Administration (HCFA) and it appears unlikely that the Health Care Financing Administration (HCFA) will approve this waiver request.  The Health Care Financing Administration (HCFA) staff cited two main reasons for not approving the waiver request:

1. The DWIN waiver request is for a Section 1115 research and demonstration waiver.  Generally, the Health Care Financing Administration (HCFA) approves such waivers when they feel they can gain particular programmatic knowledge from which their department, as well as other states can benefit.  They feel that since the Ticket to Work/Work Incentives Improvement Act, a federal program which is broader than DWIN now exists, DWIN will not provide them with any substantial new knowledge.

2. The Health Care Financing Administration (HCFA) feels that the150-person program limit is insufficient.  The limit on participation would not sufficiently benefit the disability community and will not contribute significantly to the knowledge-base required of Section 1115 waivers.

Despite the Health Care Financing Administration (HCFA)’s latest unofficial statements, the Department remains hopeful that an agreement can be reached.  The Department sent a letter to the Health Care Financing Administration (HCFA) on September 28, 2000, requesting a final waiver decision, even if it is not the favorable response Colorado has been seeking (please see Attachment E for a copy of the letter (HCFA).

Medicaid Options Under the Ticket to Work/Work Incentives Improvement Act (TWIIAA):

(Please see attachment F for a draft of the HCFA state plan option preprint)
TWWIIA builds on the Medicaid buy-in option created through Section 4733 of the BBA.  Two Medicaid buy-ins are established through TWIIAA.  The first creating section 1902 (a)(10)(A)(ii)(XV) of the Social Security Act, allows States to offer a buy-in on a sliding fee scale to working age individuals who would be eligible for Supplemental Security Income (SSI), except for increased income.  States can set eligibility limits on assets and earned and unearned income.  States are not permitted to define “employment” under this option, i.e., states can not set a minimum standard for number of hours worked during a period of time, or a minimum level of earnings.

The second Medicaid buy-in 1902(a)(10)(A)(ii)(XVI), permits States to continue coverage for working individuals with disabilities whose medical conditions remain severe but who would otherwise lose eligibility due to medical improvement as determined at a regularly scheduled continuing disability review.  Eligibility is limited only to those individuals who were at one time members of the first option, but cease to be eligible for the first buy-in due to medical improvement.  A person can not be eligible for the second option unless they participated in the first.

For both buy-ins, States may require premiums or cost-sharing set on a sliding scale based on income and charge 100% of the premium to individuals whose income exceeds 250% federal poverty level (FPL) but is below 450% FPL provided that these premiums do not exceed 7.5 % of income.  States must require payment of 100% of the premium for individuals whose adjusted gross income as defined by the Internal Revenue Service exceeds $75,000 except that a State may subsidize the premiums with unmatched State funds (Carey O’Connor, HCFA, 1999).  The TWWIIA program became effective nationally on October 1, 2000.

Under the TWWIIA options, the state can create a Medicaid buy-in program with no income cap, as was the intent under DWIN. Unlike DWIN, the state can not set a quota on participation.  However, through the use of cost sharing mechanisms, states have substantial flexibility in limiting program participation.   Also, unlike DWIN, the TWWIIA program permits program participants to be employed at the time of application and does not require applicants to be currently Medicaid eligible.

Individuals who may benefit from the TWWIIA program 

a) Current Supplemental Security Income (SSI) recipients: Supplemental Security Income (SSI) recipients have little or no work history and therefore qualify for this benefit.  According to June 2000 Social Security Administration (SSA) data, there were 34,741 working age individuals, aged 18-64, receiving Supplemental Security Income (SSI) in Colorado.  

According to December 1998 national data, Supplemental Security Income (SSI) recipients comprise the following categories:

· The largest single category of adults under the age of 65 receiving SSI are persons with severe mental illnesses. 31.4 percent of individuals aged 18 – 64 who received federally administered SSI were eligible on the basis of mental illnesses;  
· The next largest percentage were those with mental retardation which constituted 27.2 percent of SSI recipients; 

· Individuals with diseases of the musco-skelatal system constituted 7.7 percent;

· Individuals with diseases of the nervous system and sense organs constituted 9.1 percent; and

· Individuals with diseases of the circulatory system constituted 4.7 percent of the SSI population (Allen Jensen, please see Attachment G). 

According to a study entitled “Research on Employment Supports for People with Disabilities” (Gina Livermore, The Lewin Group, September 2000), conducted in Washington, New Jersey, and California, participants reported staying underemployed to maintain benefits.  Anecdotal information from Colorado consumers confirms these Lewin Group findings.  Many clients who remain SSI eligible under 1619b forgo promotions and other career opportunities in order to keep their income artificially low to continue to qualify for Medicaid.   According to Social Security Administration (SSA) data, there were 962 individuals working in Colorado under the 1619b provision in June 1999. 

Individuals from this group could benefit significantly from TWWIIA because they would be able to maximize their earnings and maintain Medicaid.  This would benefit the state as well, since currently these clients utilize full Medicaid benefits.  Under the TWWIIA options, these current Medicaid clients would be expected to contribute significantly to the cost of their Medicaid benefits after they lose eligibility for 1619b.  Additionally, if they obtain employer-based insurance, Medicaid will be available only for wraparound services.

b) Current Social Security Disability Income (SSDI) recipients: These individuals will typically have greater employment history than Supplemental Security Income (SSI) recipients. According to December 1998 Social Security Administration (SSA) data, 59,906 disabled workers received Social Security Disability Income (SSDI) in Colorado.   The Social Security Disability Income (SSDI) recipients comprise the following categories:

· Persons with severe mental illnesses also constitute the largest percentage of persons receiving benefits as disabled workers under SSDI program.  In December 1998, 26.6 percent of SSDI disabled workers received this benefit on the basis of a mental illness; 

· Individuals with diseases of the musculo-skelatal system constituted 22.4 percent of SSDI disabled workers; 

· Individuals with diseases of the circulatory system constituted 11.5 percent; and 

· Individuals with diseases of the nervous system and sense organs constituted 9.7 percent of SSDI disabled workers (Allen Jensen, please see Attachment H). 

As stated in the previous section, Social Security Disability Income (SSDI) recipients receive Medicare after 24 months.  They can receive Medicare up to 8 ½ years after initiating employment above the substantial gainful activity (SGA) level.  Medicare covers most basic health care needs such as physician visits and hospitalization.  

Medicare does not cover prescription medication and only covers the first thirty days of nursing home care.  Medicare also requires some cost sharing on the part of the beneficiary.  The Department does not expect that the program participants will require long term nursing home care.  Therefore, Medicaid would generally be utilized as a wraparound to Medicare for medications, and to cover the Medicare premiums on behalf of the client. 

As stated in the previous section, some Social Security Disability Income (SSDI) recipients receive Medicaid through a Home and Community Based Services (HCBS) waiver program.  Under a Home and Community Based Services (HCBS) waiver program, individuals receive special services that are outside the scope of the regular Medicaid package of benefits.  Home and Community Based Services (HCBS) waiver services for working age individuals generally include adult day care, alternative care facilities, electronic monitoring, home modifications, non-medical transportation, respite care, personal care and homemaker services.  

Individuals who currently receive Medicaid through Home and Community Based Services (HCBS) in Colorado have to limit their income to 300% of the Supplemental Security Income (SSI) level, or $18,432 annual salary.  However, the Health Care Financing Administration (HCFA) permits states to extend Home and Community Based Services (HCBS) services to the TWWIIA eligibility group, without increasing the income cap in other Home and Community Based Services (HCBS) programs.  Therefore, if individuals return to work and choose to participate in TWWIIA, they could also apply for Home and Community Based Services (HCBS) under the TWWIIA category.  Therefore, they would get the added services of Home and Community Based Services (HCBS) but will not have the income restrictions of non-TWWIIA Home and Community Based Services (HCBS) categories.  

The Department expects that only current Home and Community Based Services (HCBS) clients would qualify for Home and Community Based Services (HCBS) under TWWIIA as they are the only Medicaid clients who meet the required level of care to qualify for the Home and Community Based Services (HCBS) services.  Additionally, Oregon included the Home and Community Based Services (HCBS) waiver as part of their buy-in program.  Of the people who received Home and Community Based Services (HCBS) services through Oregon’s buy-in program, 100 percent had been Home and Community Based Services (HCBS) recipients prior to the buy-in participation (Doug Stone, Manager, Long Term Care Planning, Oregon Department of Human Services). Thus, the Department does not expect to incur additional costs for allowing Home and Community Based Services (HCBS) eligibility under the TWWIIA option.  

In fact, these individuals will have a more substantial work history than Supplemental Security Income (SSI) clients and will likely be able to earn more than the $18,432 allowable under the Home and Community Based Services (HCBS) program. Therefore, if Colorado chooses to permit Home and Community Based Services (HCBS) eligibility under TWWIIA, these participants would be expected to contribute significantly to the cost of their Medicaid benefits, and if they obtain employer-based insurance, Medicaid will be available only for wraparound services.

c) Employed individuals with disabilities who do not receive Supplemental Security Income (SSI), Social Security Disability Income (SSDI), or Medicaid: These individuals have found a way to work without the benefits of Medicaid, and there is no reason to expect that their needs will shift significantly to require Medicaid services. Based on experience of other states, such as Oregon, the Department expects that very few individuals in this category will take advantage of the program. 

d) Transitioning youth: These individuals are youth aged 18 and above who have been educated and trained for employment and are ready to begin work.  Some may have received Medicaid through Supplemental Security Income (SSI), but many did not participate in state or federally subsidized disability programs prior to their 18th birthday.  These youth generally become eligible for Supplemental Security Income (SSI) once they turn 18.  

The Colorado Department of Education does not have data regarding work activity of this group post graduation.  However, they do not expect that these individuals would greatly benefit from TWWIIA, as they typically will have little or no prior work experience and will not be able to obtain employment above the $23,899 limit of the SSI 1619b provision.  The state could benefit from the few individuals from this group who are able to earn more than the Supplemental Security Income (SSI) allowable amount, as they will be required to contribute to the cost of their health care.

Creating a potentially state budget neutral program under the TWWIIA Medicaid option 

The TWWIIA Medicaid buy-in option was not created with the intent of being budget neutral.  However, that does not preclude states from developing a budget neutral, or nearly budget neutral program.  States have considerable flexibility in the way they implement this program.  No state has demonstrated budget neutrality through their buy-in program, though Oregon reports that their program is close to being budget neutral.  It is possible to model a program in Colorado based on Oregon’s experience, as well as various specific components of other states’ programs.

In order to create a budget neutral program, or nearly budget neutral program under TWWIIA, the state will have to ensure the following:

· Maximizing the number of participants who already receive Medicaid;

· Maximizing the number of participants who will earn high salaries;

· Maximizing the number of participants who will work enough hours to be able to participate in employer-based insurance;

· Other program offsets; 

· Potential reduction in service utilization; and 

· Overall benefits to the economy.

Maximizing the number of participants who already receive Medicaid

During the September 2000 HCFA technical assistance conference for states entitled “Removing Employment Barriers for People with Disabilities,” representatives from Minnesota, Oregon, Vermont, and Alaska reported that approximately 85 percent of all participants in their buy-in program are former Medicaid clients.  Minnesota, Oregon and Vermont have a medically needy Medicaid eligibility program, in contrast with Colorado and Alaska that have a categorically needy Medicaid eligibility program.  

In states that have a medically needy program, individuals are able to "spend down" to Medicaid eligibility by incurring medical and/or remedial care expenses to offset their excess income.  In categorically needy states, in order to qualify for Medicaid, individuals must be eligible under a particular category, such as Supplemental Security Income (SSI), which has specific income and resource guidelines (please see Attachment I for an explanation of these eligibility groups).  

The Department would expect a smaller percentage than the reported 85 percent of former Medicaid recipients to participate in the program because Colorado is not a medically needy state and therefore, has a proportionately smaller Medicaid pool than the medically needy states.  However, Alaska’s data is consistent with that of the medically needy states.  Therefore, Colorado expects that like Alaska and the other states, approximately 85 percent of program participants would be former Medicaid recipients. Therefore, Colorado could see significant savings for this group once they became employed because they could share in the cost of their healthcare and potentially receive Medicaid only as a wraparound to employer-based insurance. 

As stated above, these clients can be current Supplemental Security Income (SSI) recipients who are not employed, SSI recipients who work under the SSI 1619b provision, SSDI recipients who currently receive Medicaid through a Home and Community Based Services (HCBS) waiver, or transitioning youth.  We expect that SSDI recipients and individuals who work under Section 1619b will benefit most from this program, as their work experience should have prepared them for earnings beyond current thresholds.

Maximizing the number of participants who will earn high salaries
The objective of this strategy would be to minimize the “woodwork effect” by ensuring that only participants who are able to contribute significantly to the program will participate. In essence this would allow the state to better limit the program to individuals who would be earning salaries that are high enough to be able to afford additional cost sharing requirements. Maximizing the number of individuals with high salaries can be attained through the following cost-sharing mechanisms:

· Program entrance fee: Wisconsin explored this option for its Medicaid buy-in program.  They chose not to implement this fee as they did not want to limit program participation.  The Health Care Financing Administration (HCFA) permits a state to charge a program entrance premium to anyone who is interested in participating in the program.  There are no guidelines to this premium from the Health Care Financing Administration (HCFA) and the state is able to set the price.  

· Program Premiums: Setting high program premiums would increase the probability of participation by individuals who work more hours and have higher incomes because they could afford to contribute more to the cost of their healthcare.  The program premium would be used to offset the Medicaid state cost. 

· Contribution of unearned income: In some states, including Oregon, participants in the Medicaid buy-in program are required to pay back to the state some or all of their unearned income above a specified income level.  States report that the unearned income is generally in the form of Social Security Disability Income (SSDI) payments.  

According to December 1999 Social Security Administration (SSA) data, only nine percent of the disabled workers received less than $400 in Social Security Disability Income (SSDI) payments and approximately 50 percent received more than $700 in Social Security Disability Income (SSDI) payments.  Approximately 16 percent received $1100 or more in Social Security Disability Income (SSDI) payments.  All individuals who are eligible for Social Security Disability Income (SSDI) maintain their eligibility for an additional 12 months after their countable earnings exceed the substantial gainful activity (SGA) level ($700 per month).  Therefore, a cost share of the Social Security Disability Income (SSDI) income can be used to offset TWWIIA program costs even as these individuals return to work.

An initial monthly cost-share of unearned income has two purposes. First, this approach requires a substantial commitment to work on the part of beneficiaries because they must contribute a significant portion of their unearned income to receive the Medicaid benefits.  Thus, this cost share will ensure that participants are engaged in substantial employment and not just working a minimal number of hours just so they could get Medicaid.  Second, all Social Security Disability Income (SSDI) recipients will start from the same non-earnings income level when they begin to use some of their earnings to buy into the Medicaid buy-in program (Julie Scales, National Conference of State Legislatures; Donna Folkemer, NCSL; Allen Jensen).

· Resource cap: The state is able to develop resource methodologies with few limitations from the Health Care Financing Administration (HCFA). A restrictive resource cap, for example $2,000, which is the equivalent of the Supplemental Security Income (SSI) eligibility resource cap, would likely increase participation by individuals with higher earnings, if combined with other cost sharing methods.  These individuals would not have substantial resources to help with premium costs and would need to have high earnings in order to afford the higher premiums.  

A restrictive resource cap would also ensure that only individuals who are committed to substantive employment would participate in the program.  These individuals will not be reliant on resources to pay for premiums, and therefore, would not just work a minimal number of hours just so they could get Medicaid.

Maximizing the number of participants who will work enough hours to be able to participate in employer-based insurance 

Participation in employer based insurance is important for minimizing state costs, as Medicaid would only be needed on a wrap-around basis. According to some national preliminary analysis of persons who have received services from state Vocational Rehabilitation agencies and are employed, those with at least 30 hours of work a week are much more likely to have employer-based health insurance than those employed, for example, only 20 hours a week. (Allen Jensen).  Fiscal Year 2000 data from the Colorado Division of Vocational Rehabilitation demonstrates that 25 percent of their Supplemental Security Income (SSI) or Social Security Disability Income (SSDI) clients who became employed, received health care coverage through their employer.

Additionally, states have made projections on the number of individuals who would newly qualify for employer-sponsored health insurance if they could work more hours. For example, in a joint effort by the Minnesota Consortium for Citizens with Disabilities and the Minnesota Medicaid agency, data was developed which estimated the savings to Medicaid that would occur if more current Medicaid recipients would work and be covered under employer health insurance plans. 

Minnesota calculated the savings for their SSDI/Medicaid recipients who were potentially eligible for the Medicaid buy-in to be between $3,776 per year per person, to $5,715 per year per person, depending on the need for personal care assistance. This would be due to the reductions for acute and primary care that would be covered by employer health insurance (Minnesota Department of Human Services, 1997).

General Fund (GF) offsets
Currently, GF dollars are spent to subsidize state only programs for individuals who are not Medicaid eligible.  For those individuals that could become Medicaid eligible through TWWIIA, the state would receive a 50 percent match from the federal government on GF spending.  Services to individuals with mental illness and developmental disabilities can be considered when assessing cost offsets, as these populations represent the majority of Supplemental Security Income (SSI) and Social Security Disability Income (SSDI) recipients. 

· The Community Mental Health Services program annually receives 26 million in General Fund dollars for services to non-Medicaid eligible adolescents, working age adults, and older adults. During FY 2000, the public mental health system served approximately 28,800 non-Medicaid adults aged 18-59 through this program at a cost of approximately 19 million dollars for this working age group. 

In FY 1999, some of the more common services utilized by these working age adults included approximately 212,000 case management units; 77,000 residential; 101,000 individual; 190,000 group and 207,000 brief. All these services are benefits of the Medicaid program.  If these individuals were Medicaid eligible, the Health Care Financing Administration (HCFA) would reimburse the state 50% for the cost of these services.  

· Developmental Disability Services receives GF dollars for its “Comprehensive Services” and its “Adult Supported Living Services” programs. The Comprehensive Services program provides residential care and day services to its clients. The program serves 81 clients with a $1,510,336 allocation in GF dollars.

The Adult Supported Living Services program includes supported employment, personal assistance, day habilitation, transportation, environmental engineering, and behavioral services to its clients. The program serves 571 clients with a $4,271,103 allocation in GF dollars.  Therefore, the total GF allocation for services to non-Medicaid eligible developmentally disabled clients is $5,781,439.  If these clients became Medicaid eligible, the Health Care Financing Administration (HCFA) would reimburse Colorado 50% for their services. 

Colorado does not offer many state-only programs for working age people with disabilities.  Therefore, the possible impact of TWWIIA on these and other state programs must be studied in more depth in order to assess if significant savings will result from providing Medicaid eligibility to people who currently utilize state-only programs.   

Potential reduction in service utilization 

According to preliminary data of the Vermont Medicaid buy-in program, they have found that employed individuals have lower service utilization than those who are not employed. Less than 10% of the Vermont Medicaid buy-in program enrollees are "new" to Medicaid, but their health care costs, to date, appear to be one fifth of the costs for the other 90% on the program.  

Reliable data does not yet exist for the reasons for decreased service utilization by employed people with disabilities.  However, according to consumer Taskforce members, some reasons may be that the only time individuals with disabilities who are not employed receive attention is when they are sick and in the hospital. When someone is engaged in life, they may be motivated to remain healthy. When there are few rewards for work, health may deteriorate. 

Benefits to economy 

Employed individuals may be contributing to the economy by increasing spending and contributing in taxes.  This would be especially beneficial to the state if the majority of the program participants earned high incomes. States that currently have Medicaid buy-in programs for people with disabilities have not analyzed the benefits to the economy of such a program; therefore, it is not possible to state at this time the potential benefits to Colorado.  Further analysis in Colorado would be necessary to estimate the overall economic benefits.
Expected number of participants

Preliminary data from other states can be used to estimate the number of participants for the TWWIIA buy-in option in Colorado.  Most of our estimates will be based on Oregon’s experience.  

Oregon, one of the first states to have implemented a Medicaid buy-in program through Section 4733 of the Balanced Budget Act, started the initiative in February 1999.  Oregon has the most relevant data of any state in helping estimate the number of potential program participants in Colorado.  Additionally, Oregon’s experience can be generalized to Colorado, as Colorado and Oregon have very similar numbers of people on Supplemental Security Income (SSI) and Social Security Disability Income (SSDI).  As stated above, 34,741 individuals received SSI in June 2000 in Colorado.  In Oregon 33,034 individuals received SSI in December 1999.  In Colorado, 59,906 individuals received SSDI in December 1998. In Oregon, 50,995 individuals SSDI. 

By the end of the first program year, approximately 300 participants were enrolled into the Oregon buy-in program which is approximately 0.36% of their combined SSI/SSDI population ((33,034 OR SSI clients + 50,995 OR SSDI clients) x .0036). Enrollment has been growing more slowly during the second year of implementation, with current enrollment at 422.  

Approximately 35 percent (or 105 individuals) of the first year participants had been receiving Social Security Disability Income (SSDI) and Medicaid through Home and Community Based Services (HCBS) prior to enrolling in the Medicaid buy-in program.  Oregon was able to extend the Home and Community Based Services (HCBS) waiver to program participants whose earnings became higher than the current limit of 300 percent of the Social Security Administration (SSA) level, or $18,432 per year.  Thus, program participants were able to retain the extra services offered through the Home and Community Based Services (HCBS) program and earn higher wages.

They report that approximately ten percent (or 30 individuals) of first year participants were former Social Security Disability Income (SSDI) recipients who were not receiving Medicaid.  They also state that approximately ten percent (or 30) of the participants were receiving Medicare.  

Oregon reported that very few participants were former Supplemental Security Income (SSI) recipients.  Of those who were former SSI recipients, they were employed under the Section 1619b provision.  This group constitutes less than two percent (or 6 individuals) of the total buy-in participants. 

Oregon also reported that approximately seven program participants had not received Medicaid or other federal benefits such as Supplemental Security Income (SSI) or Social Security Disability Income (SSDI) in the past.  They also reported that they have no record of transitioning youth participating in the program.  

The highest proportion of their participants, or approximately 40 percent (120 individuals), were participants in their Medicaid medically needy program.  As stated earlier, Colorado is a categorically needy state and the medically needy program does not exist in Colorado.  Oregon’s data also shows that approximately 60 percent of participants are over age 40 (Doug Stone). 

Vermont has had some similar experience as Oregon.  Their program became effective January 1, 2000 and there are 200 people enrolled in the program to date.  Most of the people enrolling have been on Social Security Disability Income (SSDI), and they report no former Supplemental Security Income (SSI) enrollees.  They speculate the reason for this is because SSI recipients already have 1619b coverage and since 1619b coverage is free there may be no reason to transfer them over into a buy-in.  Of the SSDI enrollees, only 15 of the 200 were not on Medicaid prior to enrollment.  However, VT also has a medically needy program that would qualify many SSDI recipients for Medicaid (Peter Baird, Work Incentives Director, VT Division of Vocational Rehabilitation). 

According to Oregon and Vermont’s experiences, the Taskforce presumes that there will be approximately 340 individuals enrolled in a Medicaid buy-in program in Colorado in the first year.  This number was estimated based on the Oregon model.

Colorado estimated participation and costs
· As stated above, during the first year of implementation, Oregon included  approximately 300 participants in their buy-in program, or approximately 0.36% of their combined Supplemental Security Income (SSI)/Social Security Disability Income (SSDI) population.

· Based on Oregon’s experience, Colorado can expect that approximately 0.36% of the combined SSI/SSDI population would participate in a Medicaid buy-in option.  Therefore, the Department expects that approximately 340 individuals with disabilities would participate in a Medicaid buy-in option in Colorado ((34,741 SSI clients + 59,906 CO SSDI clients) x .0036).

· In its first year of implementation, Oregon’s program contained approximately  120 former medically needy participants.  These clients met the Social Security level of disability, thus they had been covered by Oregon’s medically needy Medicaid program prior to enrolling in the buy-in.  Many of these clients were also Social Security Disability Income (SSDI) recipients. 

As stated previously, Colorado does not have a medically needy program.  However, the Department expects that due to the clients’ level of disability, similar individuals would be represented in Colorado’s Medicaid buy-in program.  The Department expects that most of these individuals would be former Social Security Disability Income (SSDI) recipients and several would be individuals who do not have a history of receiving state or federal benefits. 

· We expect that based on the experience of numerous states listed above, nearly 85 percent will be former Medicaid recipients.  Therefore, of 340 individuals, approximately 85 percent (or 289 individuals) will be former Medicaid clients.  These clients will include the following:

· No more than two former non-1619b SSI recipients.  

· No more than five former SSI 1619b clients.

· Approximately 35% of the 340 participants (or 119 individuals) would be former Home and Community Based Services (HCBS) clients.  

Therefore, Colorado can design a program that would require approximately 85 percent of participants, or the 289 individuals, to contribute significantly to the cost of the health care that they currently receive free of charge.  This cost sharing requirement can produce a significant savings to the state.

· Approximately 34 participants are expected to be receiving Medicare.  As stated above, Medicare clients generally use Medicaid as a wraparound for medications, long term care and cost sharing.  TWWIIA participants will be employed and the Department does not expect that these employed individuals will require long term care through Medicaid.  Therefore, Medicaid would be used on a wraparound basis for medications and Medicare premiums.  

According to FY 99-00 Colorado Medicaid claims data, the state spent $920 per disabled person for medication coverage.  After accounting for 14 percent annual growth for pharmaceutical coverage for this population, the cost to provide medicine to a disabled person in FY01-02 will be approximately $1,196.  Therefore, the total cost to Medicaid to provide medications to the 34 Medicare clients would be approximately $40,664 ($1,196 x 34) in FY 01-02.  The cost to the state would be $20,332, due to a 50 percent federal Medicaid match.  

Additionally, Colorado would pay for Medicare Part B premiums for these 34 program participants and co-payments.  The cost per person per year for the Part B premium is $546.  According to FY 98-99 Medicaid claims data, the average Medicaid expenditure for co-payments was $119 person.  If the price inflation were 2 percent, the cost per person in FY 01-02 would be $124 for the co-payments. Therefore the total cost per person to Medicaid to pay for the Medicare Part B premiums and co-pays would be $670.  Therefore, the total cost to Medicaid for 34 clients would be $22,780 (34 x $670).  The cost to the state would be $11,390 due to the federal 50 percent match.  

The total cost to the state for the 34 Medicare beneficiaries would be $29,138 ($20,332+ $11,390).  These individuals would be expected to contribute significantly to the cost of their health care, thus reducing the cost to the state.
· The Department expects that no more than seven program participants would not have received Medicaid or other federal benefits such as Supplemental Security Income (SSI) or Social Security Disability Income (SSDI) in the past.  Additionally, the Department expects that approximately ten percent, or 34 individuals will be former non-HCBS/Medicaid Social Security Disability Income (SSDI) recipients.  

According to Colorado Medicaid claims data, the cost of Medicaid per disabled adult per year, including mental health benefits, is expected to be approximately $7,954 in FY 01-02.  Therefore, the cost to Medicaid to provide services to these non-former Medicaid recipients would be approximately $326,114 (7 non-(SSI/SSDI participants + 34 SSDI non-Medicaid participants = 41 participants; 

41 x $7,954 = $326,114).  However, the cost to the state would be $163,057 due to the federal 50 percent Medicaid match.  Additionally, these individuals would be expected to contribute significantly to the cost of their health care, thus reducing the cost to the state.

· We expect that almost no transitioning youth would participate in the buy-in.

· As stated previously, according to data from the Colorado Vocational Rehabilitation program, approximately 25 percent of former Supplemental Security Income (SSI) or Social Security Disability Income (SSDI) individuals who become employed through their services receive employer based insurance.  Therefore, we expect that 25 percent of the 340 participants, or approximately 83 individuals, will receive employer based coverage, (340 – 7 non former Supplemental Security Income (SSI)/Social Security Disability Income (SSDI) recipients = 333 clients; 333 x 25% = 83).  Thus, for 83 clients, the state will only be responsible for the wraparound costs to private insurance and not the full Medicaid package.

Based on information from the Division of Insurance on “2001 Colorado Standard Health Benefit Plans” for small employers (please see Attachment J), the Department expects that Medicaid will be used as a wraparound to employer based insurance for the following services:

· 50 percent of the cost of medication, or $479 per person ($957 from above/2);

· 50 percent of the cost of durable medical equipment, or $164 per person; 

· 50 percent of the cost of home health services, or $360 per person.

Therefore, the cost to Medicaid to provide wraparound services to employer based insurance could be $83,249 ($479 + $164 + $360 x 83 people) for the 83 clients. The cost to the state could be less than $41,625 due to the federal match. Thus, for 83 individuals, the state would be responsible for only the wraparound cost of $41,625, and not the full cost of Medicaid.  Also, program participants would be expected to contribute to the cost of their Medicaid benefits.
Based on the above estimates, the majority of participants in the buy-in program would be former Medicaid recipients with a significant employment history.  This means that these individuals would be more likely to find higher paying jobs with insurance benefits. Therefore, these former Medicaid recipients would now be able to contribute significantly to the cost of their healthcare.  

(Please see Attachment K for information on other state Medicaid buy-in programs)

Conclusion

The TWWIIA Medicaid option can greatly benefit the disability community and remain budget neutral or close to budget neutral for Colorado.  This can occur through creation of a program that takes into account the combination of:

· Client cost sharing,

· Opportunities for employer-based insurance,

· Resource considirations,

· Offsets to current General Fund programs, 

· Participation by current Medicaid clients,

· Cheaper services to working Medicaid clients, and

· Overall benefits to the economy.      

As society changes the expectations of the disabled are rising.  Their contribution can be significant at this time of low unemployment.  Implementation of the Medicaid option under TWWIIA would allow people with disabilities to become employed through the supports offered by the Medicaid program, and to significantly contribute to their community.  


