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The Department of Planning and Budget (DPB) has analyzed the economic impact of this proposed regulation in accordance with Section 9-6.14:7.1.G of the Administrative Process Act and Executive Order Number 25 (98).  Section 9-6.14:7.1.G requires that such economic impact analyses include, but need not be limited to, the projected number of businesses or other entities to whom the regulation would apply, the identity of any localities and types of businesses or other entities particularly affected, the projected number of persons and employment positions to be affected, the projected costs to affected businesses or entities to implement or comply with the regulation, and the impact on the use and value of private property.  The analysis presented below represents DPB’s best estimate of these economic impacts.

Summary of the Proposed Regulation


The proposed regulation establishes the policies and procedures for a new Medicaid home and community-based care waiver to serve individuals and families of individuals with developmental disabilities.  The waiver is currently operating under emergency regulations that went into effect July 1, 2000.

Under the Individual and Family Developmental Disabilities Support Waiver (DD Waiver), certain Medicaid eligible individuals may become eligible to receive a wide array of home and community-based services that are not otherwise available to Medicaid eligible individuals.  These services include: in-home residential supports, day support, supported employment, personal care (agency-directed), attendant care (consumer-directed), respite care (both agency- and consumer-directed), assistive technology, environmental modifications, nursing services, therapeutic consultation, crisis stabilization, personal emergency response systems (PERS), family and caregiver training, and companion care. 

The eligibility criteria for these home-based services under the DD Waiver can be summarized as follows:

· The person must be at least six years old and have a severe, chronic disability attributable to cerebral palsy, epilepsy or autism; or any other condition, other than mental illness, found to be closely related to mental retardation that is expected to continue indefinitely.

· The person must not have a diagnosis of mental retardation.

· The person must be eligible under current Medicaid criteria for placement in an Intermediate Care Facility for the Mentally Retarded (ICF/MR).

· Monthly income must not exceed 300 percent of the SSI income level (currently $1,536).  (The income of parents is not deemed to a child.)

Estimated Economic Impact

Currently, the only options available to Medicaid eligible individuals with developmental disabilities are institutional or remaining in the community where little or no support services are available.  Some individuals with developmental disabilities may currently be inappropriately receiving services through the Elderly and Disabled (E&D) Waiver.  The proposed DD Waiver will offer a full array of appropriate and flexible services to meet each participant’s needs.  By providing appropriate community support services, the new waiver will enable participants to live successfully in their homes and communities, as they may not have been able to before.  

DMAS does not know exactly how many individuals might qualify for participation in the DD Waiver.  Estimates of the number of people who might be eligible range from 2,500 to 3,000 Virginia citizens.  The current appropriation is sufficient to provide services for approximately 254 individuals in FY 2001 and 323 individuals in FY 2002.  Since the number of eligible participants will likely greatly exceed the current funding, this regulation includes a method of selecting from among eligible participants.  During the initial implementation of the program, from July 1 through August 31, 2000, all applications were treated on an equal basis. Since the total cost for all eligible applicants was expected to exceed the available funding, DMAS randomly assigned a waiting list number to all applicants applying during this initial 60-day period.  After this period, applicants will be added to the list on a first-come, first-served basis, and will be further screened and provided services depending on the availability of funds.   

In order to ensure the cost effectiveness of this waiver (required in order to receive federal matching funds), DMAS has designed a dual-level waiting list strategy.  Applicants with Consumer Service Plans (care plan) below $25,000 will be added to one list (Level 1) and applicants with care plans above $25,000 will be added to a second list (Level 2).  DMAS has targeted 55 percent of the available waiver funds to Level 1 and 40 percent of waiver funds to Level 2.  The remaining 5 percent of funds would be allocated for emergencies.  This dual-level waiting list strategy is intended to ensure that the waiver program is a cost effective alternative to institutionalization in the aggregate (i.e., the average cost of care for individuals on the waiver will not exceed the average cost of an institutional placement).  

Total Medicaid costs for an individual in an ICF/MR are approximately $90,000 annually.  The total Medicaid costs for participants in the DD Waiver program are expected to average around $30,000 annually.  For some individuals, therefore, the new waiver will reduce expenditures while providing more appropriate services.  However, while some participants are likely to be moving from an ICF/MR facility to a home-based care setting under this waiver, it is expected that many waiver applicants will not be from such facilities.  These might include participants in the Elderly and Disabled Waiver, individuals who have sought placement in an ICF/MR but have been unable to find an open facility, and those who have preferred to live outside of an institutional setting.  Many of these individuals may have current Medicaid costs substantially under the average cost of waiver ($30,000) and, once admitted to the DD Waiver, will therefore result in an increase in overall expenditures.  The 2000 Appropriation Act provided $8 million in FY 2001 and $11 million in FY 2002 in funding for the DD Waiver.  

The benefits of this proposed regulation include providing appropriate community support services to enable individuals with development disabilities to live successfully in their homes and communities, as they may not have been able to before.  The costs are the increased expenditures associated with providing additional services to Medicaid eligible individuals.  These expenditures are limited at $8 million in FY 2001 and $11 million in FY 2002. Since participation in the waiver is voluntary, it can be expected that participants, or those making decisions on behalf of the participants, believe the services offered under the waiver to be preferable to other alternatives.  If the cumulative benefits that program participants receive from being cared for in a home setting outweigh the costs to taxpayers, this regulation will result in a net economic benefit.  However, valuation of the benefit of receiving services at home rather than in an institutional or other setting is a subjective matter.  Thus, determining whether the cumulative benefit exceeds the costs ($8 million in FY 2001 and $11 million in FY 2002) is subjective as well.

Businesses and Entities Affected


Estimates gathered by DMAS of the number of people who might be eligible for participation in the DD Waiver range from 2,500 to 3,000 Virginia citizens.  The current appropriation is sufficient to provide services for approximately 254 individuals in FY 2001 and 323 individuals in FY 2002.  Some provider groups may also experience expansions in their patient loads in providing these new waiver services.   

Localities Particularly Affected


The proposed regulation is not expected to uniquely affect any particular localities.

Projected Impact on Employment


By covering additional services for individuals in the DD Waiver, the proposed regulation may increase employment opportunities in businesses such as home health agencies, personal care agencies, and providers of family caregiver training, companion care, and respite services. 

Effects on the Use and Value of Private Property


Since new expenditures will be directed toward providers of services for the developmentally disabled, the proposed regulation may increase the value of businesses that provide home health, personal or companion care, family caregiver training, and respite services.  There could also potentially be an increase in sales of equipment and other products related to provision of these services.

