
Chairman, Subcommittee on Qversigttil; 
and lnvesticjations 

Committee on IEntcrstate and 
Foreign Commerce 

r,,~ 2, ";9 /) f::' 
, 

House of kpresentatives 

Dear fdr, Chairman: 

January 26, 1976 

This is ii response to your letter dated October 31 Y 7975, and 
a$so to confirm iniort!!ation presented orally to hour staff on Decem- 
ber 18, 1975, regardin:! the implerrzntstion of secLion 1903(g) of the 
Social Security Act, 42 U.S.C. 2 13%b(g)(l) (SUplJo Iv, 7974) bjf tk! 

.\ fkpartment of f!ealth, Education, and Ikl fare (the Departnlentpl a ,:.."L 
(,,/I,/~" ,I 

Section 1903(g) vas added by section 207(a)(l) of the Social 
Security Anicndn~cnts of. 1972, Public Law 92-603 86 Stat. 1379, This 
secti on provi dcs general ly tt?at after at: individual has received care 

. as an inpaticn t in a hospilal ‘) skilled nursing facility, or intermedi- 
ate care facility be_vot~I CO days. or in a hcspital for n~cn-i.al diseases 
beyond 90 days, d;!t-ing amy fiscal year-, the Federal medical assistance 
percentage wth wsptct to s;~:cur:ts paid for any such care "shall be 
decreased"by 33 l/3 percent ur~less the State agency responsible for 
the administraticn of the polar: t:iaiLes 2 shuwing sat~isfactory to the 
Secretary 0.F the Depart !yEIlt tilat) vi Ih r~~spect to each cslendar 

quarter for which the State s:itl:ti' LS a rqtwst for payment for atnounts 
paid for long-W-r:! care, tt::iw is in ojxration in the State an effec- 
tivc protjram of cont~*ol over utilization of such institutional services. 



appyoved medical assistance program s advising them of their utilization 
revjew responsibilities in connection with the Social Security Amend- 
Rlcraes of '8372. I his TIlClt~i’9”3fldUl:l StatCd that "a SatiSfaCtOry ShOWii7g” 
by the Stat32 t!lat it riv2~~ts the requircrmits of section 207 must be 
evidenced by a certification to that effect by the head of the State 
Medicaid agency each calendar qliarter, 

The Acting P,dminist.rator of the Department's Social and Rehabili- 
tation Service issued dn Information Memorandum dated August 22, 1974, 
to State agencies administering approved Medicaid plans further advis- 
ing them of the requirements, timing, methods and criteria for the 
Department's evaluation of State adherence to section 1903(g). This 
memorandum stated that: 

'To avoid l"mposition of the 33 l/3 percent reduction in 
FFP [Federal Financial Participation] for patients in 
institutions over 60 or 90 days, at the beginning of 
each quarter the State must submit to the SRS Regional 
Commissioner a showing that it has in place an effective 
system of control over utilization of institutional 
services. Until further notice, a statement from the 
State agency responsible for .E;hc administration of ehe 
plan that it meets the following UC [Utilization Control] 
requirements is accep.l;able as a satisfactory shoGng~~~~" 

We visited the DepartmentIs regional offices in Region IV (Atlanta) 
and Region V (Chicago) on December 17, 1975, and November 2c1, 1975, 
respectively, to determine whether the ten required quarterly cwtifica- 
tions for fiscal years 1974 and 4975 and the first Ix/o quarters of 
fiscal year 1376 for the applicable States were in the rc?ional office 
filE!S. tie determined tt9aP; 1 Lo 6 of the IO required certifications 
were not in the Cepartment's regional office files for 43 of the 14 
States in the 2 regions. (See enclosures 1I and II.) 

He reviewed selected States" files to determine whcthcr the missing 
ccrtificaeions were in the States" files. A copy of the wissing cer"cifi- 
cation for Tennessee KSS in the Sl;atr!'s files. Copies of the five missing 
certifications for Georgia were noI, in !kc' Seate"s files. 
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December 1375, submitted certifications which had not been subml'ttcd 
for prior quarters. 

Our July 3, 1975, Icttcr to you regarding section 1303(g)(7) 
stated that., in our vice:, in tlif.2 absence of the required showing by 
a State, the Secretary Iins no choice but to decrease the federal 
medical assistance pcrccnts$c I>y 33 l/3 percent for applicable 
long-term care cases. >ccordingly, it is our opinion that the 
Secretary should have! reduced applicable long-term care funds for 
those quarters for which the States did not submit certifications 
of satisfactory showings of compliance with section 1903(g). 

He have since been informed by a Departmental official that all 
certifications have been subrrftted by all States in Regions IV and V 
However, since many of the certifications were not submitted by the 
States within the deadlines established by the Depa~"tment, the 
States do not appear to have complied with l;he Department's require- 
nlents for a satisfactory showing, Therefore, funds must be reduced 
until such time as the Secretary determines that the States involved 
have mdc a satisfactory shwing of compliance with section 9903(g). 
Nhile xe believe that the acceptance of significantly late certifi- 
cations xithout obtair?ing specific proof of compliance is of dubious 
probative value9 the law only requires tha2; a State"s showing be 
satisfactory to the Secretary., Thus, -it appears that the Secretary 
legally could accept the late certifications as a satisfactory 
showing a 

In this regard k:e recognize that the Department's regulations 
which became effective July 1, 1975, require that the quarterly 
satisfactory.shoGng must include a description of the methods used 
for assuring that records are available which show the number of 
-days each individual has received institutional services, 

Uhile we do not believe this requirement by itself provides 
enough additional infotwtion to improvtl the basis on \!hich the 
Secretary makes his findings of coi!+~liancc, effective as of July I( 
1975, those certifications cover-in<! cluartct-s subsequent to July I ) 
1975, VAlether or 170t iilcy wrc filed Cirwly, which do not contain 
the newly required if. . ~f~:rwtion ~;:ay not be nccupted by the Secretary 
as satisfactory shok;i~i</s~ 

111 addition to tl:c al;cvc, w  hwlil 1 ilk to point out tt:o 
additional matters rcuCt-diP.:i tliC in~~lcwt~tation of scctirn 7903(g) 
r;liljcj: art: of CGt7Cf?P'lI :C US e !  i rst 9 t:c lv~lil!uc? the lt~ll~ttl of eimc! 

hci11g L1I,en by t.!!c Dc~~dt-lr’~ 1::: to coi:$lctu filtc! vd idatiotl WdiCL! 
process illld rrk3kc ~pjjrc~;ls*i;:'.r. 1-1 (luctions from States not in 
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complinncc with Ihc rer~uircmcn~s of r,ccI:ion 1903(g) is unreasonable. 
The. Dcl)arLntcnC sL~rixd ~~I:irlcj t-wicws of State c011;pl iance in the 
first half of fl"scal yc;-.t* 1974, hue as of January 20, 1276, the 
Sccrctary had not redw: 4 i-k fmls awartlcd to any State for any 
quarter of fiscal yesr lIi7/;. The kting Qircctor of the Division 
of Utilization Control of the I!tyx~rtr,~t~t's ikdical Services Adminis- 
tration informed us Lhst, yt'zskttl; plans call for a review of fiscal 
year 1975 co~~tpliancc st’artiq in Ilarch 1?7G. t lok!ever 9 he stated 
that prior to the slari of l;i:e r~~vie~! of States' corilpliarlce for 
fiscal year 3975 the Eep~rtmcnt's General Counsel would have to 
approve ‘the division’s plans for Ute review and this might delay 
the start of I,he review, 

Second, the statute provides that in the absence of satisfactory 
showing by the S”catcs, the Federal med7”caI assistance pcrcentagc 
shall be decreased by cne-third with respect to amounts paid for 
care furnished to an ir;dl"vidual b/ho is an it-tpaeietle in a hospieal) 
skilled nursing facility or intcrmcdia~e care facility fcr more than 

. . 60 days or in a hospital for txntal diseases fcr mot-e than 9G days 
(whether or not sucit days are consecutive) in the same fiscal year. 
This would require a review: of Lhe records of each person receiving 
Federal medical assiseance before Uxz exact art!ount of the reduceion 
in Federal payments to the States may be calculated. The Subcom- 
nrittee may k!ish to consider amending this provision to provide for 
a less con:pl ex and 1 ess burdensome procedure for- calculating ehi s 

. reduction. 

k/e be1 ieve that in order to assure thai; Uie Secretary (I ) 
fnsures conlpliance wi”ch section 1903(g) in a reasonable timeframe 
and (2) ob.kains a more waningful showing of compliance xith sec- 
tion 1903(g) from the States, the Su,bcorx;litLce may also wane to 
consider drafting legislation to amend the law I;o impose a specific 
timeframe upon the Secretary and to prescribe "the information which 
must be included, as a t:linirnun:, in the States" showings. b!e would 
be pleased to assisP; tlic Subcor~mitt;cc staff in drafting proposed 
changes in *f;hc legislation on these n:at;eers. 
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state -- 

Fi seal year 
1974 

(4 Quarters) 

p;li nnesota 3 

11-l iflOiS 3 

IIndiana 

Total 

Fi seal year 
1975 

(5 Quarters) 

I 

1 

I 

”  

EIICLOSURE 

CGIlPILRTIOII PF 'STATE CERTlFICATIONS -- 

OF COi~PLIAilCE \gIITti SECTION 1903(g) 

OF THE SOCIAL SECURITY ACT HOT LOCATED 

1R CHICAGO HE!! REGIOl\llit OFFICE FILES 

AS OF IIOVFI'iCEI: 20, 1975 

Fiscal ycsr 
1976 

(_2 Qmrters) 
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UTILIZATION REVIEW PEMAETIES 
SlOChAL AND REHABILITATION SERVICE 
DEPARTl,~ENT OF I-EEKLTH, EDUCATICON, 

AND WELFARE 

B-164031(3) 
l/26/76 
J?m-76-89 

DIGEST 

--Section 1303(g) of the Social Security Act requires that States have 

an effective program over utilization of inpatient care provided in a 

hospital, skilled nursing facility, or intermediate care facility, 

Failure to comply with this requirement is supposed to result in the 

loss of one-third of the Federal medical percentage for all inpatient 

care over 61) days or in a hospital for mental disease beyond 30 days. 

States must submit quarterly certifications that they have complied 

with thee requirement. 

--The wonE.ng of the Act permits the Secretary of HEW to accept as timely 

and -vaILid certifications unverif:ied statements of compliance filed 

months after the quarters in question are over. 

--NEW's review of the States' compliance is not proceeding in a timely 

manner, 

--Administration of the penalty provision is complex and burdensome and 

amending the provision could relieve this problem. 

--GAO recommended that kgislation be drafted to specify the timeframe 

for and minimum information content of the quarterly certifications 

already required by the Act. 
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