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Dear Senator Hise and Representatives Burr and Hollo: 

The progress repmi from the Depaiiment of Health and Human Services on the implementation and 
operation of a tiered rate structure and block grant with the State-County Special Assistance 
Program pursuant to Session Law 2013-360 is enclosed. 

The repmi provides information about the Depaiiment's communication with the one hundred 
county depaiiments of social services regarding their interest in pa1iicipating in a pi lot. It also 
includes information from a conference call with the Social Security Administration regarding 
compliance with their regulations. In addition, the report addresses a change that would need to be 
made to the NC State Medicaid Plan in order to conduct a pilot. 

If you have fmiher questions or need additional information, please contact Dennis Streets, Director 
of the Division of Aging and Adult Services at Dennis.Streets@dhhs.nc.gov or 919-855-3401. 
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Dear Mr. Trogdon: 

February 1, 2014 

Aldona Z. Wos, M.D. 
Ambassador (Ret.) 

Secretary DHHS 

Adam Sholar 
Legislative Counsel 

Director of Government Affairs 

The progress report from the Depmtment of Health and Human Services on the implementation and 
operation of a tiered rate structure and block grant with the State-County Special Assistance Program 
pursuant to Session Law 2013-360 is enclosed. 

The rep01t provides information about the Depmtment's communication with the one hundred county 
departments of social services regarding their interest in participating in a pilot. It also includes 
information from a conference call with the Social Security Administration regarding compliance with 
their regulations. In addition, the report addresses a change that would need to be made to the NC State 
Medicaid Plan in order to conduct a pilot. 

If you have further questions or need additional information, please contact Dennis Streets, Director of 
the Division of Aging and Adult Services at Dennis.Streets@dhhs.nc.gov or 919-855-3401. 
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Progress Report on the 
Implementation and Operation of Tiered Rate and Block Grant State-County Special 

Assistance Pilot 
February 1, 2014 

Legislative Mandate 

Session Law 2013-360 requires the Department of Health and Human Services, Division of 
Aging' and Adult Services to establish a pilot program to implement a tiered rate structure within 
the State-County Special Assistance program for individuals residing in group homes, in-home 
living arrangements, and assisted living residences as defined in G.S. 13 lD-2. l. The purposes of 
the pilot program are to (i) determine the best way to implement a block grant for this program 
statewide and (ii) test the feasibility and effectiveness of implementing a tiered rate structure to 
address program participants' intensity of need, including medication management. The 
Department is to select a minimum of four and a maximum of six counties to participate in the 
pilot program, at least two of which shall be rural and at least two of which shall be urban. Per 
Session Law 2013-360, the pilot program is to (i) be implemented during the 2013-2014 fiscal 
year, (ii) operate for at least a 12-month period, and (iii) comply with any agreements in effect 
between the State of North Carolina and the United States government. 

As directed, the Department is to implement the pilot program in collaboration with the local 
departments of social services in the counties selected for participation. As part of the pilot 
program, the selected counties are to receive a State General Fund allocation as a block grant to 
be equally matched with county general funds. The General Fund allocation provided to each 
county participating in the pilot program is to be calculated based upon the average annual 
Special Assistance expenditures for that county during the 2011-2013 fiscal biennium, adjusted 
for the amount of projected annual growth in the number of Special Assistance recipients in that 
county during the 2013-2015 fiscal biennium. These funds may be used to pay for room, board, 
and personal care services, including medication management, for individuals digible to receive 
State-County Special Assistance, subject to the following limitations and requirements: 
(1) These funds are not to be used to cover any portion of the cost of providing services for 
which an individual receives Medicaid coverage. 
(2) The pilot program is to comply with all federal and State requirements governing the 
existing State-County Special Assistance program, except that Section 12D.3 does not apply to 
the pilot program. 
(3) The tiered rate structure is to be based upon intensity of need, and an individual's 
placement within a tier shall be based upon an independent assessment of the individual's need 
for room, board, and assistance with activities of daily living, including medication management. 

Collaboration with County Departments of Social Services 

The Division of Aging and Adult Services (DAAS) sent a Dear County Director of Social 
Services letter to all one hundred county departments of social services (DS Ss) on 
September 30, 2013, informing them of the required tiered State-County Special Assistance (SA) 
pilot. The letter to the DSSs is included as Attachment A of this progress report. The letter 
invited their participation in the pilot and included each DSS's projected block grant allocation 
from the State General Fund to be matched with county funds as required in Session Law 2103-
360 for participation in the pilot. 

· DAAS received a response from all one hundred DSSs. Only one DSS (Pamlico) indicated 
interest in participating in the pilot. With this limited interest, DAAS will not be able to conduct 
the pilot as required by the legislation. 



Compliance with Federal Agency Regulations and Agreements 

The SA Program operates as an Optional State Supplement Program to the federal Supplemental 
Security Income (SSI) Program in certain licensed facilities. This program must follow 
regulations in the Social Security Act which include Section 1616 [42 U.S.C. 1382e] and Section 
1618 [42 U.S.C 1382g] under the jurisdiction of the Social Security Administration (SSA). The 
program is "optional" since as of 1974 states have had the "option" to provide payments to 
supplement the SSI oflow-income individuals. NC initiated its supplement in 1974 when SSI 
was established, converting what was formerly known as the State Boarding Home Fund for the 
Aged and Infirmed established in 1951. Once states make payments as a supplement to SSI on or 
after June 30, 1977, states must continue to provide these payments and adhere to maintenance 
of effort regulations or risk losing all Title XIX (Medicaid) funding. As such, SSA regulations 
must be considered before implementing any operational changes to the SA Program. 

In addition to the above regulations, the Centers for Medicare and Medicaid Services (CMS) 
regulations [42 CFR 435.200] allow states to cover individuals receiving an optional state 
supplement in their state Medicaid plans. SA beneficiaries in certain licensed facilities are an 
optional coverage group under NC' s Medicaid State Plan and have been since at least 197 4. 

DAAS submitted a letter to the Regional Office of the SSA on August 30, 2013, seeking 
guidance to determine if an SA pilot with a block grant budget and a tiered rate structure would 
be in compliance with SSA regulations. The letter to the SSA is included as Attachment B of 
this progress report. The letter was subsequently forwarded to the Central Office of SSA to 
provide a response to DAAS. 

The Central Office of the SSA requested a conference call with DAAS staff to better understand 
the nature and scope of the SA pilot and DAAS's request for guidance about conducting the 
pilot. The SSA scheduled and conducted that call on January 9, 2014. 

During the January 9th conference call, DAAS staff learned that a tiered rate structure would be 
permissible under SSA regulations (Section 1616 and Section 1618 of the Social Security Act 
referenced above) as long as NC upholds the maintenance of effort requirement. SSA 
regulations require states to maintain certain levels of assistance for Optional State Supplement 
programs. States may comply with this regulation in one of two ways: (1) maintain 
supplementary payment levels at March 1983 levels or (2) maintain total state expenditures in 
the current twelve month calendar year equal to the total state expenditures in the previous 
twelve month period. NC uses the payment methodology, method (1) above, to meet the SSA 
regulations for maintenance of effort. NC has chosen the payment methodology given the 
fluctuations in expenditures in the SA budget over the years. The State has remained above its 
1983 payment levels based on the maximum rates for SA established by the NC General 
Assembly. 

Also, during the conference call on January 9, SSA staff indicated that NC could switch to 
method (2) and maintain total state expenditures at current levels as the baseline for meeting 
maintenance of effort. This can be done without penalty, but does mean that NC would have to 
maintain this amount at a minimum for purposes of the SA program budget going forward. SA 
expenditures for calendar year 2013 were $131,392,076. IfNC chooses to implement method 
(2) by using total state expenditures, it could block grant the SA program statewide and in effect 
"cap" enrollment by limiting the amount of funding available for the program and remain in 
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compliance with the maintenance of effort SSA regulations (Sections 1616 and 1618 of the 
Social Security Act). 

DAAS received e-mail communication from Angela Hood with the SSA on January 14, 2014 
confirming what had been discussed in the January 9th conference call. The e-mail 
correspondence is included as Attachment C of this progress report. 

Recommendation 6 of the December 19, 2012 Blue Ribbon Commission Final Report, entitled 
Transitions to Community Living, directed the Department of Health and Human Services to 
study SA to develop alternate cost methodology options for determining rates and to investigate 
the feasibility of a tiered rate structure to address assessed resident needs based on the intensity 
of need, including medication management. The October 1, 2013 report entitled, DHHS 
Findings and Recommendations in Response to Blue Ribbon Commission on Transitions to 
Community Living Recommendations, noted that tiered rates across facility and private living 
settings based on the requirements in Session 2013-360 could increase the state and county 
budgets for SA. Taking into consideration the SSA regulations for maintenance of effort under 
the payment level methodology, the basic tier of a tiered rate structure could not fall below the 
1983 minimum state supplement payment level. The minimum in 1983 was $239.70. The SA 
payment level is different from the maximum rate for SA set by the General Assembly. 

Sections 1616 and 1618 of the Social Security Act would allow NC to conduct a pilot to test the 
feasibility and effectiveness of a tiered rate structure and a block grant program and not 
jeopardize compliance with those federal regulations in any of the settings identified in Session 
Law 2013-360. However, CMS regulation 42 CFR 435.200 allows the state to make SA 
beneficiaries in certain licensed facilities a Medicaid eligibility group in the NC Medicaid State 
Plan. As a Medicaid eligibility group, the SA benefit must be available to all individuals in the 
state who qualify. As such, NC would be out of compliance with its existing Medicaid State 
Plan using a block grant for SA where eligible individuals are unable to receive the benefit due 
to a capped budget. 

Implications for an SA Pilot 

Without additional counties willing to participate, the pilot will not be possible. 
Moreover, while NC does have some flexibility under the SSA regulations for conducting 
a pilot, a change in the Medicaid State Plan would be required. In order to implement a 
block grant for SA in a pilot and subsequently statewide, the NC General Assembly 
would need to change the State Medicaid Plan and CMS would have to approve a State 
Plan Amendment eliminating this coverage group for SA beneficiaries in certain licensed 
facilities. The implications for taking this type of action, even if approved by CMS, 
would have to be considered for the individuals in this coverage group. DAAS's initial 
projection for the number of people who would rio longer qualify for Medicaid under this 
coverage group, if it were eliminated, is approximately 5,700. 
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!Attachment A to Legislative Progress Report on SA Tiered Pilot, Session Law 2013-3601 

PatMcCrory 
Governor 

North Carolina Department.of Health and Human Services 
Division of Aging and Adult Services 

September 30, 2013 

DEAR COUNTY DIRECTOROF SOCIAL SERVICES 

AldonaZ. Wos, MD. 
Ambassador (Rel) 

Secretary DHHS 

Dennis Streets 
Division Director 

ATTENTION: Adult Services and Special Assistance Supervisors and Managers 

SUBJECT: Tie1·ed Rate Pilot for State/County Special Assistance Pl'ogram 

This letter is to request your county's participation to design and implement a tiered rate pilot 
for the State/County Special Assistance Program (SA). SL 2013-360 directs the NC 
Department of Health and Human Services, Division of Aging and Adult Services (DAAS) to 
establish an SA pilot program. The special provision for the pilot program is Attachment 1 
for your reference. 

The pilot has two primary components. First, it must implement a tiered rate structure within 
the SA program for individuals residing in group homes, adult. care homes, and in-home living 
arrangements. The pilot is to test the feasibility and effectiveness of a tiered rate structure that 
addresses program participants' intensity of need, including medi.cationmanagement. The 
individual's SA tier payment ·will be determinedby an independent assessment of the 
individual's need for room, board and assistance with activities of daily living (ADLs ), 
including medication management. 

Second, the pilot is to determine the best way to implement a block grant for the SA program 
statewide; A block grant would mean a capped budget to operate the SA program. Currently, 
the cost of ihe SA program is borne equally between state funds (50%) and county government 
funds (50%). The SA facility-based program operates as an entitlement without a capped 
budget. 

SL 20B,.360 requires the pilot to be implemented this _state :fiscal yearin four to six counties 
(at least two urban and two rural); operate for at least twelvemonths; and comply with all 
Federal and State requirements governing the exis,ting SA program .. _DAAS has submitted a 
letter to the Social Security Administration to determine if the SA pilot will be in compliance 
wiih the Federal regulations that govern Optional State Supplement (dSS) programs. The OSS 
regulations are the basis under which Norih Carolina operates the SA program in residential 
settings. All. SA beneficiaries in the pilot counties living .in.residential facilities and in private 
living would be subject to the tiered payment rates established for the.pilot. 

www.ncdhhs'.gov • www:ncdhhs.gov/aging 
Tel 919-855-3400 • Fax 919-733-0443 

Location: Taylor Hall, 693 Palmer Drive • Raleigh, NC 27603 
Mailing Address: 2101 Mail Service Center• Raleigh, NC27699-2101 

An Equal Opportunity /Affirmative Action Employer 



Dear Director Letter SA Pilot Program 
September 30, 2013 
Page2 

The pilot counties will assist DAAS in the design of the processes, procedures, tools and fonns 
necessary to implement the pilot program. Those same counties will then implement what has 
been developed. No additional funding was appropriated for the pilot for DAAS or the 
participating counties. 

SL 2013-360 states that the selected counties shall receive a State General Fund allocation as a 
block grant to be equally matched with county general funds. Tiie General Fund allocation to 
each pilot county is calculated based upon the average annual SA expenditures for that county 
during the 2011~2013 biennium and adjusted for the amount of projected annual grovvth in the 
number of SA recipients in that county during the 2013~2015 biennium. TI1ese funds are to be 
used to pay for room, board and personal care services, including medication management, for 
individuals eligible to receive SA. The funds cari.not be used to replace Medicaid 
reimbursement for services. DAAS has calculated the projected pilot budget for all one 
hundred counties based upon the legislative provisions. The calculation doctunent is entitled 
State/County Special Assistance Pilot for Tiered Rate Block Grant and is Attachment 2 
for your reference in detennining your interest in participating in the pilot. 

Please complete and the DSS director will sign Attachment 3--County Response Form for 
Participation in the SA Pilot Program indicating whether your comity is .interested or not in 
participating in the pilot program. We are requesting a response from all one hundred counties 
by October 18, 2013 regardless of your decision. DAAS will then make a detennination 
regarding the counties to participate in the pilot. The form can be e-mailed to 
Suzanne.Merrill@.dhhs.nc.gov or faxed to 919-715-0023. 

If you have questions about the SA pilot, please contact me at the e-mail address above or by 
phone at 919-855-3460 or Chris Urso at Chris.Urso@.dhhss.nc.gov or by phone 919-855~3461. 
We appreciate your attention to this request and look forward to hearing from you about your 
decision to participate. 

/spm 

AFS-12-2013 

Attachments (3) 

Sincerely, 

Suzanne P. Merrill, Chief 
Adult Services Section 
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Attachment 1 

SUBPART Xll-D. DIVISION OF AGING AND ADULT SERVICES 

TIERED STATE-COUNTY SPECIALASSISTANCE PILOT 
SECTION 12D.2.(a) As used in this section, the term "group home" means any facility that (i) is 
licensed under Chapter 122C of the General Statutes, (ii) meets the definition of a supervised living 
facility under lOA NCAC 27G .5601(c)(l) or lOA NCAC 27G .5601(c)(3), and (iii) serves adults 
whose primary diagnosis is mental illness or a developmental disability but may also have other 
diagnoses. 
SECTION 12D.2.(b) It is the intent of the General Assembly to create a State-County Special 
Assistance program that allows counties greater flexibility in serving individual needs within their 
communities and greater control over how county funds are used to support this program in light of the 
fact that counties are required to pay for fifty percent (50%) of the costs of this program. To that end, 
the General Assembly directs the Department of Health and Human Services to establish a pilot 
program in accordance with subsection (c) of this section. 
SECTION 12D.2.(c) The Department of Health and Human Services, Division of Aging and Adult 
Services (Department), shall establish a pilot program to implement a tiered rate structure within the 
State-County Special Assistance program for individuals residing in group homes, in-home living 
arrangements, and assisted living residences as defined in G.S. l31D-2.l. The purposes of the pilot 
program are to (i) detennine the best way to implement a block grant for this program statewide and (ii) 
test the feasibility and effectiveness of implementing a tiered rate structure to address program 
participants' intensity of need, including medication management. The Department shall select a 
minimum of four and a maximum of six counties to participate in the pilot program, at least two of 
which shall be rural .counties and at least two of which shall be urban counties. The pilot program shall 
(i) be implemented during the 2013-2014 fiscal year, (ii) operate for at least a 12-month period, and (iii) 
comply with any agreements in effect between the $tate of North Carolina and the United States 
government. 
SECTION 12D.2.(d) The Department shall implement the pilot program in collaboration with the 
local departments of social services in the counties selected for participation. As part of the pilot 
program, the selected counties shall receive a State General Fund allocation as a block grant to be 
equally matched with county general funds. The General Fund allocation provided to each county 
participating in the pilot program shall be calculated based upon the average animal Special Assistance 
expenditures for that county during the 2011-2013 fiscal biennium, adjusted for the amount of projected 
annual growth in the. number of Special Assistance recipients in that county during the 2013-2015 fiscal 
biennium. These funds may be used to pay for room, board, and personal care services, including 
medication management, for individuals eligible to receive State-County Special Assistance, subject to 
the following limitations and requirements: 
(1) These funds shall not be used to cover any portion of the cost of providing services for which an 
individual receives Medicaid coverage. 
(2) The pilot program shall comply with all federal and State requirements governing the existing 
State-County Special Assistance program, except that Section 12D.3 does not apply to the pilot 
program. 
(3) The tiered rate structure shall be based upon intensity of need, and an individual's placement 
within a tier shall be based upon an independent assessment of the individual's need for room, board, 
and assistance with activities of daily living, including medication management. 
SECTION 12D.2.(e) By February 1, 2014, the Department shall submit a progress report on the 
implementation and operation of the pilot program, including any obstacles to implementation; and by 
February 1, 2015, the Department shall submit a final report on the results of the pilot program, along 
with any recommendations based on these results, to the Joint Legislative Oversight Committee on 
Health and Human Services and the Fiscal Research Division. The report due by February 1, 2015, 
shall include information from all participating counties on at least all of the following: 
(1) The amount of the tiered rates implemented as part of the pilot program. 
(2) The cost methodology for determining these tiered rates. 
(3) The number of individuals participating in the pilot program while residing in a group home. 
( 4) The number of individuals participating in the pilot program while residing irt an in-home living 
arrangement. 



Attachment 1 

. I 
( 5) The number of individuals participating in the pilot prograrn while residing in an assisted living 
residence as defined by G.S. l31D-2.1, broken down by facility type. 
(6) A comparison of the number of recipients of State-County Special Assistance prior to and 
during the pilot program, broken down by county and living arrangement. 
(7) Any other information the Department deems relevant for determining the best way to 
implement a block grant statewide for the State-County Special Assistance program. 
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.. ·x~;}~r ,,, ")9,164) l.7:?J,9?7. 
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,5.7:4,§5.2, 
31 B, 1 oo -4, 664 320,764 

. ....... ,..... .............. .. ............ ,. ................ .. 

.. ... 17.?i.~E,7 . ~~;:132 • _ 1 .. ~?.,79.9. 
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1'(229647 .. :: .. ' ........ ,:·.'.: ... :::, 
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.. 1', 005/i91 ··. . . (42;366) ., ... :.962,.725 ... 
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1, f3Qp,2:Z4 ......... .(72~) 
409,863 

.. : ·i,pQ5,4~$ 
999,689 

. fl79,499 
761,568 

2,053 1,001,742 
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(41,711) 719;857 
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for·2011.:2013 

Pre>jectecf Maximum· 
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3,760 87,403 
.... "'"~ .............. ~-... . 
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(26~278) .. '744:73'{ . 
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568,058 

[t911:\2l32: 
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··········· ....... , ..................... · : . ii~~?) ..... 138,731''. 
275,988 

1;205,227 

486,216 
················gfs'.104 

273,282 

128,811 

(\350) 274,638 
. (24;2152) .... -T;Tijq:Q75. 

(4,666) 481,550 

(!5i703) §i~?io1 ·· 
2,007 275,289 
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ATTACHMENT 3 

County Response Form for Participation 
in SA Pilot Program 

D Yes, ____ County DSS is interested in participating in the SA Pilot Program. 

D No, ____ County DSS is not interested in participating in the SA Pilot Program. 

DSS Director Signature Date 

Please e-mail or fax this form to Suzanne.MerriU@dhhs.nc.gov 
or 919'"-715-0023 (fax) by October 18, 2013. 
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Attachment B to Legislative Progress Report on SA Tiered Pilot, Session Law 2013-360 

North Carolina Department of Health and Human Services 
Division of Aging and Adult Services 

PatMcCrory 
Governor 

AldonaZ. Wos, MD. 
Ambassador (Ret) 

Secretary DHHS 

Dennis Streets 
D ivision.pirector 

August 30, 2013 

Ila Barnes-Frazier 
Social SecurityAdministration Regional Office 
SSI Program Team 
Atlanta· Regional Office 
SSIPT, 61 Forsyth St: SW, Suite 23T42 
Atlanta, GA 30303 

Dear Ms Barnes-Frazier. 

I am writing as a matter of urgency to seek guidance from the Social Security Admi_nistration 
(SSA) regarding the implementation of a pilot program for North Carolina's Optional state 
Supplement (OSS) to SSI, NC State/County Special Assistance (SA). 

NC SL 2013-360 ratified by the NC General Assembly and signed by Governor Pat Mc:Crory 
in July 2013 directs the Ne Department of Health and Human Services, Division of Aging and 
Adult Services to establish ari SA pilot program. The special provision for the pilot program is 
attached for your quick reference. 

The pilot has two primary tornponents: First, it must implement a tiered rate structure within 
NC's SA program for indi_\/iduals residing in group horn es, adult care homes, and i_n-home 
living. arrc3.ngements. NC's OSS pays for care iri adult care homes and group h_omes. The 
pilot is to test the feasibility and effectiveness of a tiered rate strudure that addresses program 
participants' intensity of need, incllJdi_ng medication management The individual's ti~r 
payment will be determine.d by an independent assessment of the i_ndividual's need forroom, 
board, and assistance with activities of daily living, including medication management. 

Seqond, the pilot is to dete_rmine the best way to implement a block grant for th_e $A program 
statewide. A block grant would mean a capped budget to operate the SA program. Currently, 
the cost of the SA program is borne equally between state funds (50%)and county 
governmentfunds (50%). · 

The piiot must be impiemented this state fiscal year in four to six counties; operate for at least 
twelve months; an·d comply with all Federal. arid State requirements governing the existi11g SA 
program. The OSS beneficiaries in the pilot counties woul_d be subject to the tiered payment 
rates establish.ed for the pilot which will be different than the current methodology used to 
establish the oss payment. During the pilot, the remaining 94-96 counties Will continue to 
operate the QSS under the structure described below. In other words, during the pilot the 
payment methodology would not be uniform across the state. 

www.ncdhhs.gov • www.ncdhhs.gov/aging 
Tel 919-855-3400 • Fax 919-733-0443 

Location: TaylorHall, 693 Palmer Drive• Raleigh, NC 27603 
Mailing Address: 2101 Mail Service Center~ Raleigh, NC 27699-2101 

An Equal Opportunity/ Affirmative Action Employer 
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Ms. Ila Barnes Frazier 
August 30, 2013 
Page 2 of 5 

The current rate structure for the SA program statewide is outlined in the chart below. NC has 
one hundred county departments of social services that determine eligibility and administer 
the SA program. The chart was submitted for publication in the State Assistance Programs 
forSS/Recipients, January 2011. It describes two rates based on living arrangements: (1) 
adult care homes/group homes and (2) special care units for Alzheimer's and other 
dementias. As required by Section 1616 of the Social Security Act, NC pays the supplement 
to all individuals in the specified living arrangements who are either receiving SSI or who 
would but for their income be eligible to receive SSI. 

Table 1. 
0 tional state su lementation a ent levels, Janua 2012 (in dollars 

Living arrangement 

Adult care home 
Basic (aged, blind, and disabled) a 

S ecial care unit a ed, blind, and disabled 

Combined federal and 
state 

Individual Cou le 

1,228:00 b 
1,561.00 b 

530.00 
863.00 

a. An additional $20 income exclusion is allowed. In addition, a $ 46 personal needs allowance is 
included in the optional supplementation. 

b. Couples residing in these living arrangements are treated as individuals. 
DEFINITION: 

b 
b 

Adult care home. Includes recipients residing in an assisted living residence in which the housing 
management provides 24-hour scheduled and unscheduled personal care services to two or more 
residents eithc1r directly or, for scheduled needs, through fom1al written agreenwnt with licensed home 
care or hospice agencies. Recipients residing in a special care unit for Alzheimer's in an adult care ho1rte 
are eli "hie for a hi her a ment amount. 

The tiered rate is intended to cover individuals whose physical/mental functional status does 
not meet the impairment level required for the State's Medicaid Personal Care Services 
Program. While the exact method for defining the tiers and the affiliated rates is under 
development, the rate structure must be based on an independent assessment of :::in-------------1 

individual's need for room, board, and assistance with activities of daily living (ADU,) (e.g., 
assistance with bathing, feeding dressing, mobility), including medication management. A 
rate would be established for each tier based on AOL needs and then an individual'_s 
countable monthly income would b_e subtracted from the rate to arrive at the payment level for 
that individual. We have specific questions to assure that our optional state supplement would 
be operating in compliance of applicable federal requirements. While the pilot will expand the 
SA living arrangement definition to persons living in their own homes, NC will have to 
determine whether to include this living arrangement under the ass on an ongoing basis. 

With this proposed rate structure, NC's minimum payment levels would not fall below our 
required minimum payment level of $215.70 effective 2013 (this is the State supplementation 

- rate.) The minimum under the pilot is a state supplement rate of $518 for persons living in 
either basic adult care hornes or special care units 

We have several questions related to each component of the SA pilot to determine if NC's 
ass program will be operating in compliance with applicable Federal requirements and 
abiding by NC's Memorandum of Agreement with the SSA. 
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Ms. Ila Barnes Frazier 
August 30, 2013 
Page 3 of5 

1. Can a tiered rate structure be used under an OSS program? The tiered rates would be 
based on the need for room and board and AOL assistance rather than purely on income 
and the setting of care. 

2. Under an OSS program, can a tiered rate structure based on the need for room and board 
and AOLassistance be used in the same setting of care where other individuals are 
receiving a payrnent for room and board only? In the room and board only payment 
situation, Medicaid Personal Care Services would pay for the AOL assistance based on a 
higher level of need. 

To help explain question 2 using just an example of a tiered rate structure, the room and 
board rate is $1,182/month; the tiered rate for one AOL is $543/month; and the tiered rate 
for two AOLs is $815/month. All eligible individuals would receive the room and board 
assistance. Based on an independent assessment some individuals may need assistance 
with one AOL while others may need assistance withtwo AOLs and some individuals 
would have the ADL assistance paid for under Medicaid. The specific payment for an 
individual would be determined by subtracting his/her countable monthly income from the 
rate. 

3. The bill requires a "block grant" with a specific state allocation to be matched by counties. 
With this stipulation, NC's SA Program would not be an entitlement for all who qualify once 
the funds are depleted. Would a wait-list situation in the pilot counties be allowable? 

Please consider these questions and whether or not this pilot as written in the legislation and 
explained above would be allowable under federal regulations for an 088. Thank you for 
your time and assistance. We look forward to hearing from you very soon. 

Attachment 

Sincerely, 

Suzanne P. Merrill, Chief 
Adult Services Section 
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Ms. Ila Barnes Frazier 
August 30, 2013 
Page4 of 5 

Attachment 1 

SUBPART XII-D.DIVISIONOF AGING AND ADULT SERVICES 

TIERED STATE-COUNTY SPECIAL ASSISTANCE PILOT 
SECTION 12D.2.(a) As used in this section, the tenn ''group home" means any facility that (i) is 
licensed under Chapter 122C of the General Statutes, (ii) meets the definition of a supervised living 
facility under lOA NCAC 27G .5601(c)(l) or lOA NCAC 27G .5601(c)(3), and (iii) serves adults 
whose primary diagnosis is mental illness or a developmental disability but may also have other 
diagnoses. 
SECTION 12D.2.(b) It is the intent of the General Assembly to create a State-County Special 
Assistance program that allows counties greater flexibility in serving individual needs within their 
communities and greater control over how county funds are used to support this program in light of the 
fact that comities are required to pay for fifty percent ( 50%) of the costs of this program. To that end, 
the General Assembly .directs the Department of Health and Human Services to establish a pilot 
program: in accordance with subse.ction (c) of this section. 
SECTION 12D.2.(c) The Department of Health and Human Services, Division of Aging and Adult 
Services (Department), shall establish a pilot program to implement a tiered, rate structure within the 
State-County Special Assistance program for individuals residing in group homes, in-home living 

· arrangements, and assisted living residences as defined in G.S. 131D-2.l. The purposes of the pilot 
program are to (i) determine .the best way to implement a block grant for this program statewide a.nd (ii) 
test the feasibility and effectiveness of implementing a tiered rate structure to address program 
participants' intensity of need, including medication management. The Department shall select a 
minimum of fom' and a maximum of six counties to participate in the pilot program, at least two of 
which shall be rural counties and at least two of which shall be urban counties. The pilot program shall 
(i) be implemented during the 2013-2014 fiscal year, (ii) operate for at least a 12-month period, and (iii) 
comply with any agreements in effect between the State of North Carolina and the United States 
government. 
SECTION 12D.2.(d) The Department shall implement the pilot program in collaboration with the 
local departments of social services in the counties selected for participation. As part of the pilot 
program, the selected counties shall receive a State General Fund allocation as a block grant to be 
equally matched with county general funds; The General Fund allocation provided to each comity 
participating in the pilot program shall be calculated based upon the average annual Special Assistance 
expenditures for that county during the 2011-2013 fiscal biennium, adjusted for the amount of projected 
annual growth in the number of Special Assistance recipients in that county during the 2013-2015 fiscal 
biennium. These funds may be used to pay for room, board, and personal care services, including 
medication management, for individuals eligible to receive State-County Special Assistance, subject to 
the following limitations and requirements: 
(i) These funds shall not be used to cover any portion of the cost of providing services.for which an 
individual receives Medicaid coverage. 
(2) The pilot program shall comply with all federal and State requirements governing the existing 
State-County Special Assistance program, except that Section 12D.3 does not apply to the pilot 
program. 
(3) The tiered rate structure shall be based upon intensity of need, and an individual's placement 
within a tier shall be based upon an independent assessment of the individual's need for room:, board, 
and assistance with activities of daily living, including medication management. 
SECTION 12D.2.(e) By February 1, 2014, the Department shall submit a progress report on the 
implementation and operation of the pilot program, including any obstacles to implementation; and by 
February 1, 2015, the Department shall submit a final report on the results of the pilot program, along 
with any recommendations based on these results, to the Joint Legislative Oversight Committee on 
Health and Human Services and the Fiscal Research Division. The report due by February 1, 2015, 
shall include information from all pa1ticipating counties on at least all of the following: 
(1) The amount of the tiered rates implemented as part of the pilot program. 
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Ms. Ila Barnes Frazier 
August 30, 2013 
Page 5. of5 

(2) The cost methodology for determining these tiered rates. 
(3) The number of individuals participating in the pilot program while residing in a group home. 
( 4) The number of individuals participating in the pilot program while residing in an in-home living 
arrangement. 
(5) The number of individuals participating in the pilot program while residing in an assisted living 
residence as defined by G.S. 131D-2.l, broken down by facility type. 
(6) A comparison of the number of recipients of :State-County Special Assistance prior to and 
during the pilot program, broken down by county and living arrangement. 
(7) Any other information the Department deems relevant for determining the best way to 
implement a block grant statewide for the State-County Special Assistance program. 
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Attachment B to Legislative Progress Report on SA Tiered Pilot 

From: Hood, Angela [Angela.Hood@ssa.gov] 
Sent: Tuesday, January 14, 2014 2:52 PM 
To: Merrill, Suzanne 
Cc: Brown, Scott B.; Foley, Dennis; Mansfield, David; Macinnis, 
Patricia; McGruder, Ann; Urso, Chris; Beard, Ann-Maria 
Subject: North Carolina's State Supplement Program Discussion 

Dear Ms. Merrill: 

You wrote to us about North Carolina's pilot optional state supplementation program, and asked several questions 
about the maintenance of effort ("pass-along") requirements of the Social Security Act. At the end of our 
teleconference on January 9, 2014 discussing these matters, you asked us to set out in writing the points we had 
covered; this email serves to memorialize our conversation. 

As we understand the pilot from your description, North Carolina currently makes optional state supplement 
payments to some 20,000 individuals in various settings of care, and the pilot - which has not yet begun - · is meant 
to test a block grant or capped state supplementation program. The pilot would include a tiered rate structure, in 
which payments made to individuals would depend on the level of assistance they require with activities of daily 
living. In addition, the pilot would move from an entitlement nature - with payments made to all eligible individuals 
- to a capped program, in which only a certain amount of state funds would be available for a specific county. 
Current recipients and future applicants would both be covered by the pilot. The pilot's funding level will be based 
on the two-year expenditures for 2011-13, with modifications for projected growth, and the cap would vary from 
county to county. 

Generally speaking, it is possible for a state to use a tiered rate structure and still meet its pass-along obligations, as 
states have flexibility in establishing payment categories and amounts, and flexibility in meeting pass-along 
obligations that attach to the established categories and amounts. Pass-along requires that once a category is 
established, certain efforts or expenditures must be maintained. 

North Carolina currently complies with its pass-along obligations under the payment levels method, defined in 
Section 1618 of the Social Security Act (Act) (42 U.S.C. § 1382g(e)) and 20 C.F.R. § 416.2096(b)(l). Under the 
payment levels method, the state supplement payment levels in a state may not be reduced below the levels in effect 
in March 1983 (or in effect at the creation of the state supplement payment category, iflater). A state with a uniform 
payment level across various categories of supplements could institute a tiered set of payments ( different amounts for 
different categories; or even different amounts within a category) and still meet its pass-along obligations, provided 
the new payments do not fall below the historical benchmarks the state must maintain. 

The law even provides states flexibility to reduce payments below required levels and still be considered to meet 
pass-along, provided the total amount expended on supplementation in a year is as least as much as the previous year 
(the total expenditures method). Under this method, a state need not maintain individual payment levels, but the total 
amount the state spends must not reduce from year to year. Act Section 1618(b) (42 U.S.C. § 1382g(b)); 20 C.F.R. § 
416.2096(c). A state that complies with pass-along under the total expenditures method has flexibility to cap its state 
supplement payment budget, so long as the state spends in this year what it spent in the preceding 12 months - that is, 
the state may create a ceiling on expenditures, so long as it does not fall below the floor set by the previous year's 
spending. In calculating total expenditures, SSA considers the total of state supplementary payments (in North 
Carolina, as we understand it, this would include state- and county-provided funds). 

We send out a letter to the states each fall asking which pass-along compliance method they intend to use for the 
following year. A state may change from the payment levels method to the total expenditures method, or vice-versa. 
However, a state must comply with one method or the other and cannot use the payment levels method for some 
supplementary payment categories and the total expenditures method for others. If North Carolina wishes to change 
its pass-along compliance method for 2014 to accommodate its pilot, it should inform us as soon as possible. 

You asked about the general definition of a state supplement payment in the law for Social Security's purposes. That 
definition provides, in part, that a payment qualifies as a state supplement payment only if it is made regularly, and in 
cash or a negotiable instrument convertible into cash on demand. Act Section 1616(a) (42 U.S.C. § 1383e(a)); 20 
C.F.R. § 2001(a)(3). Vendor payments, or payments in the form of vouchers usable only for certain purposes, do not 
qualify as state supplement payments under the pass-along provisions. 20 C.F.R. § 2096(c)(4). 
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I hope this information will assist you in preparing your interim report to the General Assembly. Please contact me 
with any questions. 

Thank you, 
Angela Hood 
SSNOffice of Retirement and Disability Policy/Office of Income Security Programs Analyst 
410-965-6912 
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