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A. Legislative Mandate

Section 10.72A(a)(4) of Session Law 2009-451 directs the Department to report to the
General Assembly on the implementation of a waiver to prevent a Medicaid recipient
from losing Medicaid eligibility due to Social Security and Railroad Retirement cost-of-
Living adjustment (COLA) and federal poverty level (FPL) adjustments. The report and
recommendation shall provide the cost to cover all affected persons effective April 1,
2009.

The issue this initiative addresses arose because some Aged, Blind, and Disabled
Medicaid recipients lose their Medicaid eligibility when the Social Security/Railroad
Retirement COLA results in an increase of these benefits that is greater than the increase
in the Medicaid income limit resulting from the federal poverty level (FPL) adjustment.
The Social Security/Railroad Retirement COLA is effective January 1 of each year. The
Aged, Blind, and Disabled Medicaid income level increase resulting from the FPL
adjustment is effective April 1 of each year. According to federal law, 42 USC
1396a(m)(2)(D), the Social Security COLA is disregarded uatil April 1 of each year for
aged, blind, and disabled Medicaid recipients. The desired effect is that the increase in
the Aged, Blind, and Disabled Medicaid income limit will offset the increase in Social
Security benefits due to the COLA and Aged, Blind, and Disabled Medicaid recipients
will not lose their eligibility. However, sometimes the Social Security COLA results in
an increase in Social Security benefits that is greater than in income limit.

B. Implementation and Effective Date

Such a proposed change in policy requires an amendment to the Medicaid State Plan to
allow, under the authority of 42 USC 1396a(r)(2), a less restrictive income eligibility
methodology which disregards the amount of the Social Security/Railroad Retirement
COLA that exceeds the Medicaid income limit increase resulting from the FPL
adjustment.

According to 42 CFR 430.20(b) (3) and 42 CFR 430.20(a), a State Plan amendment may
not be effective earlier than the first day of the quarter it is received in the CMS regional
office. For this policy to be effective April 1, 2009 as stated in the Session Law, the State
Plan amendment would have had to be received in the CMS regional office no later than
June 30, 2009.

If the 2011General Assembly enacts a change in income disregard for certain types of
income early into the session, a State Plan amendment will need to be submitted to the
CMS regional office for approval. However, this would have no practical impact on
Medicaid recipients and their eligibility. Due to a decrease in the Consumer Price Index,
there is no Social Security or Railroad Retirement COLA Increase for 2011, so there will
be no amount to disregard. This is the second consecutive year with no COLA increase.

The earliest actual possible effective date i1s April 1, 2012. Legislation and funding must
be in place in order to submit the SPA.



However, in order to protect recipients from losing eligibility in the future, a State Plan
Amendment may be submitted upon authorization from the NC General Assembly prior
to April 2012.

C. Cost of Implementing COLA Disregard

The last year in which individuals lost eligibility due to the SSA/RR COLA was 2009.
There was no COLA increase in 2010 or 2011.

Anticipated costs are based on the number of individuals impacted in 2009 (3,490) and
assuming there will be a COLA and FPL increase in 2012 similar to 2009.

SFY 2012 SFY 2013 SFY 2014 SFY 2015 SFY 2016
April 1, 2012

Estimated additional
total cost for COLA

$ 7,398,767 $ 30,290.553 $ 31,002,381 $ 31,730,937 $ 32,476,614
Additional — Federal

$ 4,819,557 $ 19,773,673 $ 20,238,355 $ 20,713,956 $ 21,200,734
Additional — State

$ 2,579,210 $ 10,516,830 $ 10,764,027 $ 11,016,981 $ 11,275,881

At this time, we cannot predict whether there will be a COLA increase for 2012 or
whether the difference between the FPG and the COLA will have a negative impact on
Medicaid recipients. The earliest possible impact would be April, 2012.
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