Olmstead Advisory Committee

Agenda Item 8


OPTIONS FOR INCREASING THE HOME UPKEEP ALLOWANCE

Background:  The Home Upkeep Allowance is an income disregard that enables qualifying individuals residing in nursing homes and other medical facilities to retain a specified amount of their income for up to six months from the date of entry to the nursing home.  The purpose of the HUA is to allow individuals to retain income for the maintenance of their “home”.  For purposes of the HUA, the “home” is the place of the individual’s residence before becoming a resident of the nursing home.

Existing Law:  While both federal and California statutes authorize the Home Upkeep Allowance (HUA), neither specifies the amount of the allowance.  However, current California regulations limit the HUA to a ceiling of approximately $215 by linking the HUA to in-kind income levels and to the Cost of Living Adjustments (COLAs) applied to California’s CalWORKs program.   A revision of California’s Medi-Cal regulations would be required to increase the HUA.  The option of increasing the HUA to the Medically Needy (MN) Program’s monthly Maintenance Need Level (MNL) of $600 for a single individual would be permitted under federal law.

Mandatory and Recommended Changes To Law To Authorize A Higher HUA:   Changes to California Medi-Cal regulations would be required to de-link the HUA from the in-kind income levels and CalWORKs COLAs, and to establish the HUA at the selected target level.  State statute does not specify explicitly the HUA level.  No changes to federal law are needed or recommended.  A SPA will be required to specify the new HUA level.

Proposed HUA Target Levels and Pros and Cons For Recommended Option:  to increase the HUA from the current $209 per month to $600 per month (the current MNL level for a single individual).

Pros*:  

· Raising the HUA from $209 to $600 per month will allow institutionalized individuals to keep more income for maintenance & upkeep of their home.  

· The proposed increase from the current level of $209 to $600 for the HUA is more likely to provide the individual with enough income to be helpful in offsetting the rental, mortgage, and maintenance costs of their home.   

· Increased utilization rates: more people may take advantage of this deduction and be able to return home when discharged. 

Cons: Raising the HUA will increase Medi-Cal programs costs. These costs, for which more detailed estimates are provided below, range from a low of $235,000 per year, to a high of $2.35 million per year. 

Note Regarding “Increased Utilization”:  

Estimated Yearly Fiscal Impact:  

· Current costs for the existing HUA for an estimated 100 recipients are estimated at $125,000.  Funding for the HUA is 50/50 GF and FFP.

· Increased cost for that same number of HUA recipients at $600 per month is $235,000 ($117,500 GF)  

Past experience suggests that significant increases in certain kinds of income disregards, such as the HUA, results in a change in behavior that increases the proportion of individuals in the target population who apply and qualify for the income disregard.  Increased utilization may result from increased awareness of the deduction through such means as the proposed notice describing this deduction to beneficiaries and applicants.

If increased outreach and the change in policy to increase the allowance resulted in just 200 people utilizing the allowance, costs would increase by $470,000 ($235,000 GF) annually. If 1,000 individuals used the allowance at the higher rate, costs would increase by $2,350,000 ($1,175,000 GF).
Attachments:

1. Beneficiary Notice: A Medi-Cal beneficiary notice informing individuals about the Home Upkeep Allowance has been drafted for distribution by advocacy groups.  The notice may increase utilization of the URA.  

2. Medi-Cal Eligibility Division Information Letter:  A Medi-Cal Eligibility Division Information Letter will be sent out to the counties to inform them that Medi-Cal applicants and beneficiaries may be receiving the information notice and to alert counties to the possibility of increased queries regarding, and requests for, the HUA. 

3. Survey of Other States’ Adoption Of The HUA:  For a selected set of states, this survey summarizes states that have adopted the HUA option, and the HUA level.  Most states do not have a HUA, and the few that do range from a level of $175 to $867.

4. Home Upkeep Allowance Talking Points: Briefing document that was provided at March 2008 Olmstead meeting  
Attachment 1
MEDI-CAL HOME UPKEEP ALLOWANCE FOR AN INDIVIDUAL TEMPORARILY RESIDING IN A NURSING HOME OR OTHER MEDICAL FACILITY

If you are on Medi-Cal and you are living in or will be living in a nursing home or other medical facility, you may qualify for a Medi-Cal deduction called the Home Upkeep Allowance.  The Home Upkeep Allowance would enable you to keep $209 a month of your income for the maintenance and upkeep of your home while you are temporarily residing in the nursing home or other medical facility.  The Home Upkeep Allowance can be allowed for up to a 6 month period from the date you enter the nursing home.

To qualify for the Home Upkeep Allowance: 

· You must intend to leave the nursing facility and to return home within 6 months of the date you begin living in the nursing home.

· You must get a written medical statement from your doctor certifying that you will be able to return home within 6 months.

· Your spouse or family are not living in the home.

· Your home is being maintained for your return.
If you want more information about the Home Upkeep Allowance or wish to apply, please call your local  county social services office.

DRAFT
Attachment 2
(DHCS Letterhead, Medi-Cal Eligibility Division)

Medi-Cal Eligibility Division Information

TO:
ALL COUNTY WELFARE DIRECTORS



Letter No.:

ALL COUNTY ADMINISTRATIVE OFFICERS

ALL COUNTY MEDI-CAL PROGRAM SPECIALISTS/LIAISONS

SUBJECT:      Notice of Publication of Beneficiary Information Notice Regarding the Home 


Upkeep Allowance for Institutionalized Individuals

This is to inform counties that the Department of Health Care Services (DHCS) has recently prepared an informational notice which describes the Medi-Cal Home Upkeep Allowance that is available to individuals who reside in nursing homes or other medical care facilities who meet certain requirements.  DHCS is providing this information notice to certain advocate groups who will distribute this notice to the target population of individuals.  A copy of this notice is attached.  This Medi-Cal Eligibility Division Letter (MEDIL) is for informational purposes only.  This MEDIL does not make any policy changes in the Home Upkeep.  As advocate groups distribute the information notice, counties can expect to receive additional inquiries from applicants and beneficiaries about the Home Upkeep Allowance.

For counties’ information, the Home Upkeep Allowance (HUA), currently set at $209 per month, is an amount which qualifying institutionalized individuals may retain of their income for the upkeep and maintenance of their home.   In order to qualify for the HUA, the individual must meet several requirements (see Section 50605 of Title 22 of the California Code of Regulations), including a verified medical determination from the individual’s physician that the individual will be able to return home within six months of the date the individual is institutionalized.

Questions regarding this MEDIL may be directed to Dave Rappolee of my staff at (916) 552 9517. 

Sincerely, 

Vivian Auble, Chief

Medi-Cal Eligibility Division
DRAFT 
Attachment 3
ADOPTION OF THE HOME UPKEEP ALLOWANCE (HUA) IN SELECTED 
STATES: SURVEY RESULTS

STATES           HUA ADOPTED?          HUA AMOUNT, IF ADOPTED

Florida                No HUA
Georgia              No HUA



  

Massachusetts   Yes, 100% of FPL, currently $867

Maine

No HUA



Michigan

No HUA



Minnesota

No HUA



Nevada

No HUA



New Mexico
No HUA



New York

No HUA



North Carolina
Yes, $242

Ohio


No HUA


Oregon

Yes, Actual Cost of Maintaining Home

Pennsylvania
No HUA
Texas

No HUA
Virginia

Yes, $259 to $389

Washington
Yes, 100% of FPL: currently $867

West Virginia
Yes, $175

Attachment 4
Medi-Cal Home Upkeep Allowance:

Frequently Asked Questions 

 What is the Home UpKeep Allowance (Home Allowance)?

The Home Allowance is an amount of income, currently set at $209 a month that a qualifying individual, who is temporarily residing in a nursing home, or other medical institution, may retain for the upkeep and maintenance of the individual’s home, providing certain requirements are met.  This Home Allowance is for expenditures necessary to maintain the habitability of the individual’s home, such as home repairs, and other essential costs associated with the individual’s ownership of the home, such as property taxes, and other necessary payments such as rent/mortgage.  The Home Allowance is applicable for a period of up to 6 months from the month in which an individual becomes institutionalized.

How is the Home Allowance calculated in a person’s budget computation?

The Home Allowance augments the amount of income set aside for an institutionalized individual’s maintenance need.  Without the application of the Home Allowance, the institutionalized individual is afforded a $35 Personal Needs Allowance (PNA) as their monthly “maintenance need”. The $35 is for the small expenditures the institutionalized individual may wish to make.  If the individual qualifies for the Home Allowance, then a monthly amount of $209 is added to the monthly $35 for the individual’s maintenance need.  The effect of this is to reduce by $209 the SOC of an individual who qualifies for the Home Allowance.

What does In-Kind Income Mean?  

In-Kind Income (IKI) is an amount of income, established pursuant to Medi-Cal regulations, that is attributed to an individual or family that is receiving an “item of subsistence” for free.  There are four categories of items of subsistence: shelter, food, clothing, and utilities.  When an individual or family on Medi-Cal gets any of these items for free because another individual or entity is providing these items at no cost to the individual or family, Medi-Cal attributes to the individual or family a certain amount of income for the value of these items they have received.  For example, if a family is staying in an apartment that is paid for by a relative and the family pays no rent, the Medi-Cal program will deem that this family is receiving $236 a month of IKI for the free shelter they are receiving.  This deemed amount of income is then added to the family’s total Medi-Cal countable income and will have an impact on their share of cost.

What are the negative Impacts of Increasing the Home Allowance?

· The Home Allowance amount is currently in state regulations tied to the In-Kind Income Level (IKIL) that is applicable to the Medically Needy and most other Medi-Cal programs.  In turn, the IKIL is tied to the Cost of Living Adjustments (COLAs) that are applied to the former AFDC Maximum Aid Payments (MAP), and now the MAP of the CalWORKs program.  Under existing California regulations any increase in the present Home Allowance of $209 to a new Home Allowance amount would require an increase in the IKILs.  This would have a negative impact on those Medi-Cal cases to which IKI is attributed.  For example, for a family of four, the IKI for shelter would have to increase from the current $236 to the corresponding percentage increase in the Home allowance. 

· One way to avoid this negative outcome is to delink the HUA from the IKI.  An alternative linkage for the HUA would be the Maintenance Need Level (MNL) for a single individual.  The MNL is currently used to determine income level for an individual for Medi-Cal eligibility.

How Could The Home Allowance Be Changed?

Any meaningful increase to the Home Allowance would require a regulatory change to separate it from IKI.  While IKI impacts a large number of Medi-Cal medically needy cases, very few cases are reported by the counties to include the Home Allowance.  Medi-Cal regulations would need to be changed to separate the Home Allowance from the IKI levels, and to simply establish the Home Upkeep Allowance at the desired level.  A preliminary examination of relevant State and federal statutes did not reveal any statutory impediments to such a statutory or regulatory change, however a State Plan Amendment would need to be submitted to the Centers for Medicare and Medicaid Services specifying the new Home Upkeep Allowance level.

What are the impacts of the Home Allowance?

· Increasing the Home Allowance might assist some of those institutionalized individuals who qualify for the Home Allowance to better meet their financial obligations for the upkeep and retention of their home for the 6 month period to which the Home Allowance applies.  Our Medi-Cal Eligibility Data System (MEDS) does not capture information on who utilizes the HUA.  A survey of counties identified very low numbers of cases reported where the Home Allowance is being utilized.  DHCS estimates that 100 beneficiaries statewide claim the HUA on any given month.  A survey of 17 states identified six states that have adopted a Home Allowance provision.  The amount of the Home Allowance level in other states ranged from a low of $175 in West Virginia to a high of $867 per month in Washington and Massachusetts.   

· The cost impacts on Medi-Cal from a change to the HUA are estimated to be minimal due to the low number of cases reported by counties to be utilizing it.   In Sacramento, only 7 cases were reported utilizing the Home Allowance for February 2008, while over 6,000 utilized IKI.  It is believed that currently only a relatively small proportion of Medi-Cal clients who become institutionalized qualify for the Home Allowance, it is conceivable that this might change were the allowance to be substantially increased.  Any increase in the Home Upkeep Allowance would result in a decrease in a beneficiary’s share of cost, resulting in higher Medi-Cal expenditures. 
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