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FOREWORD

On September 9, 1999, the Legidative Program Review and Investigations Committee
authorized staff to examine the implementation status of the Kentucky Coordinated
Human Service Transportation Delivery Program. Kentucky is currently in the early stages
of full implementation of what apparently is a unique coordinated human service
transportation program.

The Program Review and Investigations Committee adopted the staff report and
recommendations on November 9, 1999.

Staff would like to acknowledge the cooperation and assistance of Margaret Plattner,
Executive Director, and other staff of the Office of Transportation Delivery in the
Transportation Cabinet.

This report is the result of dedicated time and effort by LRC Staff Economists Perry
Nutt and Mike Clark and Program Review staff Lowell Atchley, Doug Huddleston, Tom
Hewlett, Joseph Hood, and Ginny Wilson, CSA.

Robert Sherman, Director
Legidative Research Commission

The Capitol
Frankfort, Kentucky
May 2000






MEMORANDUM

TO: The Hon. Paul E. Patton, Governor
The Legidative Research Commission, and
Interested Individuals

FROM: Representative H. “Gippy” Graham, Co-Chair
Senator Marshall Long, Co-Chair
Program Review and Investigations Committee

SUBJECT:  Adopted Committee Staff Report: Progress Report on Coordinated
Human Service Transportation System

DATE: May 2000

On September 9, 1999, the Legidative Program Review and Investigations Committee
authorized staff to examine the implementation status of the Kentucky Coordinated
Human Service Transportation Delivery Program. The Committee specifically asked staff
to address the issue of the expected reduction in the growth rate in transportation
expenditures, concerns about the quality of transportation services delivered to recipients,
and the effect of program changes on providers. Because the program has been in
operation for well under a year in most areas of the state, there was not sufficient data to
allow a complete and accurate assessment of these issues.

The program was developed as the result of an Empower Kentucky report released in
late 1996, which argued that placing the Commonwealth’s various human services
transportation systems under one umbrella and using a managed care approach could slow
the growth of quickly escalating costs. The 1998 General Assembly formalized the
proposed transportation delivery system with passage of House Bill 468.

Based on its review of the Coordinated Human Services Transportation Delivery

Program, the overall conclusion is that the Coordinated Human Services Transportation
Program has experienced severa serious implementation problems and could benefit from



improved program oversight and management. However, there is not sufficient current
evidence to conclude that implementation should not continue.

The following recommendations were submitted and approved by the Program Review
and Investigations Committee on November 9, 1999:

1. The policies and procedures of the Coordinated Transportation Advisory
Committee should be formalized. Minutes should be kept of each meeting
indicating such things as items discussed and the outcome of votes taken.

2. Trangportation and Medicaid officias should complete regular checks to ensure
that there is no duplication of benefits in the coordinated transportation program.

3. The Transportation Cabinet, working closely with the contracting cabinets, should
review its appeals procedures to assure their consistency with federal regulations
and the State Medicaid Plan and to guarantee that recipients clearly know their
rights when services are denied.

4. The Department for Medicaid Services should evaluate and review the objectives
set forth in the waiver request to ensure that they are being met with the
coordinated transportation program. Additionally, the Department for Medicaid
Services should ensure that all reporting requirements, report analysis, and
independent assessments have been completed within the time frames set by HCFA
in the waiver continuation and that additional continuations will be sought in a
timely manner.

5. Brokers should be required to develop methods to assure that non-emergency
medical transportation clients are classified properly and to rectify the “first rider”
problem.

6. The Transportation Cabinet should improve the procedures for collection,

validation, and analysis of program cost data.

7. The Transportation Cabinet should place greater emphasis on the task of
independently monitoring and enforcing the quality of transportation services
delivered to program recipients. It should:

7.1. Redesign therider survey to obtain valid and objective results,
7.2.  Minimize reliance on complaint data collected and reported by brokers,
7.3.  Develop procedures to randomly check program quality indicators;

7.4. Consder designating an independent investigator to receive complaints
from recipients and to work for their fair resolution.



8. The Transportation Cabinet should be required to provide quarterly reports to the
Legidative Research Commission for distribution to the Hedth and Welfare,
Transportation, and other interested committees.

9. The Program Review and Investigations Committee should re-visit this program
after the 2000 Session of the General Assembly.

The overall conclusion is that the coordinated human services transportation program
has experienced severa serious implementation problems and could benefit from improved
program oversight and management. However, there is not sufficient current evidence to
conclude that implementation should not continue.

Questions or requests for additional infor mation should be directed to Dr. Ginny
Wilson, Committee Staff Administrator for the Program Review and I nvestigations
Committee.
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EXECUTIVE SUMMARY

Progress Report: Kentucky’s Coordinated
Human Service Transportation Delivery Program

The Program Review and Investigations Committee voted at its September 9, 1999,
meeting to have staff examine the implementation status of the Kentucky Coordinated
Human Service Transportation Delivery Program. Kentucky is currently in the early stages
of full implementation of what apparently is a unique coordinated human service
transportation program. The state Transportation Cabinet has contracts with the Health
Services, Families and Children, and Workforce Development Cabinets to operate a
transportation program that guarantees rides to Medicaid recipients seeking non-
emergency treatments, welfare recipients needing job and child-care related trips, and
others.

The program currently operates in amost all regions of the state with a system of
brokers who are paid a capitated monthly amount to arrange client transportation. The
Office of Transportation Delivery administers the day-to-day operations of the program.

The program was developed as the result of an Empower Kentucky report released in
late 1996, which argued that placing the Commonwealth’s various human services
transportation systems under one umbrella and using a managed care approach could slow
the growth of quickly escalating costs. The 1998 Genera Assembly formalized the
proposed transportation delivery system with passage of House Bill 468.

M ethodology

Program Review staff reviewed relevant state and federal statutes and regulations,
other state and federa audits, and other relevant literature on the subject; interviewed
various stakeholders in the program; and examined applicable documents and records.
Because the program has only recently been implemented, staff recognized that there is
not sufficient current data available to perform a complete evaluation of the program.
Thus, thisreport is a progress report rather than afull program evaluation.

Section |: Coordinated Human
Services Transportation Program

The Coordinated Human Services Transportation Program has its roots in an
Empower Kentucky plan that cited rising costs, Medicaid non-emergency transportation
fraud and abuse, and welfare reform as reasons to establish a transportation system serving
a variety of human service needs. The system has replaced a Medicaid non-emergency
transportation delivery system described as fragmented, costly, and vulnerable to fraud



and abuse. An Empower Kentucky committee presented a business case for changing the
system, noting that costs were rising steadily.

The new human service delivery network must comply with assorted federa statutes
and regulations, the Medicad State Plan, a federal waiver, and state statutes and
regulations, although one regulation has been found deficient. The waiver is a critical
aspect because it alows the state to operate such a program under the Social Security Act.
The waiver is subject to renewal.

The program seems to have made considerable progress under a network of brokers
responsible for delivery of services to Medicaid non-emergency medical clients,
transportation of TANF consumers, and others throughout the state. The brokers provide
services that include recruiting transportation subcontractors, payment administration,
gatekeeping, reserving and assigning trips, assuring quality, and providing oversight. The
brokers operate their regiona businesses with moneys received through a capitated rate
system that gives them a certain amount per eligible recipient per month.

The transportation program functions under contracts between the Transportation,
Health Services (Department of Medicaid), and Families and Children Cabinets. The
contracts total amost $46 million. The Coordinated Transportation Advisory Committee,
made up of representatives from the member cabinets, has arole in policy decisions for the
coordinated transportation program. Also, Kentucky’s umbrella human services
transportation program apparently is unique among states and is considered by some to be
amodel undertaking.

Section |1: Progress Report
for the Coordinated Transportation Program

The Committee specifically asked staff to address the issue of the expected reduction
in the growth rate in transportation expenditures, concerns about the quality of
transportation services delivered to recipients, and the effect of program changes on
providers. Because the program has been in operation for well under a year in most areas
of the state, there is not sufficient data to allow a complete and accurate assessment of
these issues.

The state's objectives through this waiver period are to reduce the rate of growth in
expenditures, prevent unnecessary and inappropriate utilization, and assure adequate
access to quality care for Medicaid beneficiaries and others served by the program.

The costs of the program to the Commonwealth are determined by the average
capitation rate that is negotiated with brokers. To the extent that this average capitation
rate is less than the average reimbursement under the voucher program, then the state will
achieve alower cost.



A daff analysis shows that it is likely a reduction in average rates for two trip
categories—disoriented and non-ambulatory—has the potential to result in substantia
program savings. In addition, another way in which growth in total program expenditures
might be reduced is through better identification of fraud and abuse on the part of both
providers and recipients. Loca brokers have a financia incentive to reduce unnecessary
program expenditures because their capitated payments are fixed and they have the ability
to become more familiar with local utilization patterns within the region. For example,
brokers have identified, investigated, and reported instances where fraud and abuse
apparently have occurred.

Regiona brokers are responsible for maintaining complaint tracking and resolution
systems; however, the “complaints’ logged in 1999 appear more in the nature of genera
administrative actions taken for a variety of reasons. Of those actions taken, a third
constitute denials of service. In terms of denias of service, a staff anaysis found that
about 62 percent of those related to general eligibility denials are based on such factor as
the recipient not being listed on the state database.

Brokers generally look on the appeals process as something that should be handled at
the cabinet level. Some brokers told staff that initial non-emergency transportation denials
are based on whether a recipient’s name appears on dligibility lists maintained by the
Department for Medicaid Services. If there is a question about digibility, brokers tell
recipients to check with their caseworker, the Department for Medicaid, or to phone the
toll-free number at the Transportation Cabinet. Staff also determined that the number of
complaints varies by region.

Several legidative committees have heard testimony from recipients, providers,
brokers, and Transportation Cabinet officias regarding the program. Recipients generally
complained about the lack of freedom of choice in selecting providers, the inconvenience
of scheduling trips 72 hours in advance, poor pick-up reliability, and having to wait an
hour or more for a pick-up after a medical appointment. Transportation officials and
brokers offered two basic responses to these complaints. First was that many of the
complaints were the result of start-up problems associated with changing the program
structure. They also acknowledged that many of the complaints were associated with the
move from afee-for-service voucher system to a capitated broker system.

Staff examined the complaint data from January to September 1999 to see if the
average number of complaints received by brokers tended to decline with increasing
months of operation, which would indicate that many problems were related to the start-
up process. In general, this trend was evident, although by no means uniform. The average
number of complaints during this period was generally higher for brokers in operation for
one-two months than for brokers in operation for six-seven months.

In general, the 16 brokers that Program Review staff contacted said they believe the
current system of providing transportation service is an improvement over the previous
system. They told staff the current system offers more services and opportunities to
individuals attempting to move from welfare to work. They aso told staff the current
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system offers more flexibility for recipients by providing services 24 hours a day, seven
days a week. The brokers said that, while some problems remain, the current system
prevents some of the abuses by both providers and recipients that existed under the
previous system. Also, a test of brokers phone systems found no significant problems
overal.

Several programmatic issues require additional consideration. As a coordinated
program serving different human service programs, it is important that safeguards be
developed against duplicative benefit payments. Where benefits are denied, it is important
that recipients are informed of appeal procedures. The coordinated human service
transportation system should guard against duplicative payments. Also, officials need to
assure that the appeals process is consistent with federal requirements.

As a part of this review, staff examined encounter data, which brokers report on a
monthly basis, and compared that data to the distribution of payments to providersin 1997
under the voucher system. Of 82 providers who operated under both programs, haf had a
larger regional market share in the new program than they had in the voucher program,
and half had a smaller regional market share in the new program. Providers who gained
market share recelved 14 percent of total reimbursement dollars under the voucher
program, compared to 39 percent of total reported reimbursement dollars under the
coordinated program. The comparable figures for providers who lost market share were
41 percent and 25 percent, respectively. This data indicates that, on average, smaller
providers (as measured by voucher program market share) were not particularly
disadvantaged by the program change, and may even have benefited when compared to
larger providers. Overal, however, for the majority of providers who participated in both
programs, the percent of total payments they received were reduced under the broker
system. The analysis indicates that a number of providers lost market share as a result of
the implementation of the new program. Without provider-specific information across all
lines of their business, staff could not determine whether providers who lost market share
suffered actual financia declines.

Finaly, staff found inconsistencies within the data, normal data entry errors, miscoding
of data (brokers reported as sub—brokers not reporting trips), duplicative records within
files, inconsistent type of reporting across regions (text versus numeric), and
unconventional or non-standard approach to reporting.

Section I11: Conclusions and Recommendations

Based on the review of the Coordinated Human Services Transportation Delivery
Program, this section summarizes the magjor conclusions in regard to program operations.
A subsequent section offers recommendations.
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Conclusions

1.

10.

11.

12.

Costs for Medicaid non-emergency transportation were increasing at a rapid pace
under the voucher system, and stories of significant fraud and abuse were
common.

Under a fee-for-service reimbursement system, such as the voucher system, the
financial incentive for providers and recipients was to over-utilize services. The
primary oversight responsibility of the Commonwealth was to restrict unnecessary
utilization and fraudulent billing.

Under the capitated system, the financial incentive for brokers is to reduce trips
and miles.

Brokers have different incentives from the providers who subcontract with them.

It is too early in program implementation to draw reliable conclusions about the
effectiveness of program operations or whether the promised reduction in
expenditure growth will be redlized.

The potential exists for a significant reduction in the growth of program
expenditures, but reliable estimates cannot be made at this time.

Recipients and their advocates have lodged a variety of complaints about the
quality of the service rendered under the new program.

Subcontractors have complained that the reimbursement rates are too low to alow
aprofit and that brokers unfairly distribute trips.

While some providers, particularly those who are also brokers, increased their
share of the regional Medicaid non-emergency transportation market under the
new program, many experienced a decline in market share.

Now that it has gotten the program implemented in al regions of the state
(excepting the Medicaid portion of Jefferson County), the primary task of the
Transportation Cabinet is to monitor the program to assure that adequate quality
of serviceis maintained.

Current procedures for the collection and analysis of data are judged inadequate
for the task of monitoring and enforcing quality standards.

Many brokers do not currently record a claims amount for trips they provide in the
encounter data submitted to the Transportation Cabinet. The absence of this data
could significantly hamper the Cabinet's ability to determine actuarialy fair
capitation rates in the future.
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13.

The overall conclusion is that the coordinated human services transportation
program has experienced several serious implementation problems and could
benefit from improved program oversight and management. However, there is not
sufficient current evidence to conclude that implementation should not proceed.

Recommendations

Based on the conclusions drawn about the coordinated transportation program, staff

offers the following recommendations for Committee consideration.

1.

The policies and procedures of the Coordinated Transportation Advisory
Committee should be formalized. Minutes should be kept of each meeting,
indicating such things as items discussed and the outcome of votes taken.

Trangportation and Medicaid officias should complete regular checks to ensure
that there is no duplication of benefits in the coordinated transportation program.

The Transportation Cabinet, working closely with the contracting cabinets, should
review its appeals procedures to assure their consistency with federal regulations
and the State Medicaid Plan and to guarantee that recipients clearly know their
rights when services are denied.

The Department for Medicaid Services should evaluate and review the objectives
set forth in the waiver request to ensure that they are being met with the
coordinated transportation program. Additionally, the Department for Medicaid
Services should ensure that all reporting requirements, report analysis, and
independent assessments have been completed within the time frames set by HCFA
in the waiver continuation and that additional continuations will be sought in a
timely manner.

Brokers should be required to develop methods to assure that non-emergency
medical transportation clients are classified properly and to rectify the “first rider”
problem.

The Transportation Cabinet should improve the procedures for collection,
validation, and analysis of program cost data.

The Transportation Cabinet should place greater emphasis on the task of
independently monitoring and enforcing the quality of transportation services
delivered to program recipients. It should:

7.1. Redesigntherider survey to obtain valid and objective results;
7.2.  Minimize reliance on complaint data collected and reported by brokers,
7.3.  Develop procedures to randomly check, program quality indicators;
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7.4. Consder designating an independent ombud to receive complaints from
recipients and to work for their fair resolution.

The Transportation Cabinet should be required to provide quarterly reports to the
Legidative Research Commission for distribution to the Hedth and Welfare,
Transportation, and other interested committees.

The Program Review and Investigations Committee should re-visit this program
after the 2000 Session of the General Assembly.
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INTRODUCTION

The Program Review and Investigations Committee voted at its September 9, 1999,
meeting to have staff examine the implementation status of the Kentucky Coordinated
Human Service Transportation Delivery Program. Kentucky is currently in the early stages
of full implementation of what apparently is a unique coordinated human service
transportation program. The state Transportation Cabinet has contracts with the Health
Services, Families and Children, and Workforce Development Cabinets to operate a
human service transportation program that guarantees rides to:

Medicaid recipients seeking non-emergency treatment,

Welfare recipients needing job and child-care related trips,

Menta health, mental retardation or Comprehensive Care Center clients, and
Clients of Vocational Rehabilitation and Department for the Blind.

The program currently operates fully in all regions of the state except Louisville and
Jefferson County (because of a temporary restraining order) with a system of brokers
who are paid a capitated monthly amount to arrange client transportation. The
transportation system seeks to hold down costs that were increasing rapidly, and to curb
the fraud and abuse that was evidenced in the former Medicad non-emergency
trangportation program. Transportation’s Office of Transportation Delivery administers
the day-to-day operations of the program.

The program was developed as the result of an Empower Kentucky report released in
late 1996, which argued that placing the Commonwealth’s various human services
transportation systems under one umbrella and using a managed care approach could slow
the growth of quickly escalating costs. The 1998 General Assembly formalized the
proposed transportation delivery system with passage of House Bill 468. Essentiadly, the
bill anended KRS 96A and 281 to give the Transportation Cabinet the authority to set up
the program and to administer funds.

This report provides a discussion of the new program and the voucher program it
replaced. As a very new program, there is insufficient data to fully evaluate program
operations. Also, because the program is in its start-up phase, it is reasonable to question
whether data from the early stages of the program would be an accurate predictor of
steady-state operations. Within those limitations, the report presents an initial assessment
of information relating to the program’s potential to deliver significant cost savings to the
Commonwealth while providing adequate transportation services to the dligible
population. As requested by the Committee, specific attention is given to the question of
how individual transportation providers were affected by the program change. Findlly, the
report offers recommendations intended to improve program operations.

Staff would like to acknowledge the assistance of the Transportation Cabinet’s Office
of Transportation Delivery in the preparation of this report. Once the Executive Director
of that office recelved assurances of the impartiality of the review, full cooperation was
promised and delivered.



METHODOLOGY

Program Review staff undertook a literature review of relevant state and federa
statutes and regulations. The methodology included a review of other state and federa
audits and other relevant literature on the subject. Various stakeholders in the program
were interviewed, including personnel from the various affected agencies. Staff aso
examined applicable documents and records, including billing records, correspondence,
contracts, and other pertinent files. Provider payments from the Medicaid portion of the
previous voucher program were obtained and compared to payments to the same provider
under the new program. Because the program has only recently been implemented, staff
recognized that there is not sufficient current data available to perform a complete

evaluation of the program. Thus, this report is more of a progress report than a complete
program evaluation.



SECTION |

Coordinated Human Services
Trangportation Program

The Coordinated Human Services Transportation Program has its roots in an
Empower Kentucky plan that cited rising costs, Medicaid non-emergency transportation
fraud and abuse, and welfare reform as reasons to establish a transportation system serving
a variety of human service needs. The system has replaced a Medicaid non-emergency
transportation delivery system described as fragmented, costly and vulnerable to fraud and
abuse. An Empower Kentucky committee presented a business case for changing the
system, noting that costs were rising steadily. The cost of the program grew in $2-$4
million increments from the late 1980s to late 1990s.

The new human service delivery network must comply with assorted federal statutes
and regulations, the Medicaid State Plan, a federal waiver and state statutes and
regulations, although two regulations have been found deficient. The waiver is a critical
aspect because it alows the state to operate such a program under the Social Security Act.
The waiver is subject to renewal.

The program seems to have made considerable progress under a network of brokers
who are responsible for delivery services to Medicaid non-emergency clients and TANF
consumers, and others, throughout the state. The brokers are important to the system and
provide services that include recruiting transportation subcontractors, payment
administration, gatekeeping, reserving and assigning trips, assuring quality, and providing
oversight. The brokers operate their regional businesses with moneys received through a
capitated rate system that, under Medicaid, gives them a certain amount per client, per
month.

Empower Kentucky Team Develops Plan
For Kentucky’s Human Service Delivery System

The coordinated transportation program was designed by an Empower Kentucky
process team consisting of 12 staff people from the Headth Services, Families and
Children, and Transportation cabinets, and supported by Deloitte & Touche Consulting
Group, developed a draft redesign report in December 1996 that presented a business case
for the coordinated transportation plan. The report cited a need for change from the old
system because:

Kentucky’'s welfare reform initiative placed a maor emphasis on integrating
transportation delivery across multiple health, human services and workforce
programs.

Transportation delivery processes were fragmented, increasingly costly, and
vulnerable to fraud and abuse.



Transportation services were not readily accessible statewide.

Federal welfare reform also played a role in the need for change. The new federa
program, Temporary Assistance for Needy Families (TANF) replaced Aid to Families with
Dependent Children (AFDC) and parts of the JOBS programs with a single block grant.
Under welfare reform, states are required to reduce welfare dependency and increase
workforce participation. An element in workforce participation is enabling qualified low-
income workers to get to and from work and to meet other work-related needs, such as
for child care. Kentucky’s version of TANF is referred to as the “Kentucky Temporary
Assistance Program” (KTAP), and the welfare-to-work program within KTAP is referred
to as “Kentucky Works.”

Old Voucher System Described as Fragmented,
Costly, Vulnerable to Fraud and Abuse

State officials acknowledged that the old Medicaid transportation delivery service was
fragmented, costly and vulnerable to fraud and abuse. Cabinet heads, in a December 1,
1997, letter to the federal Health Care Financing Administration (HCFA) seeking a federal
waiver to create the program (See Appendix A), noted that under fee-for-service, non-
emergency medical transportation costs paid by Medicaid had increased dramatically over
the past decade. They said the system was vulnerable to fraud and abuse, which was costly
to detect and difficult to correct when identified. Further, the state was allocating funds to
support audit, investigative, and legal services to detect the fraud and abuse. They said the
payment system was administratively burdensome, requiring 55 full-time equivaent staff
people to issue and process the more than a million vouchers per year associated with the
fee-for-service payment system.

The voucher system did, in fact, require more work of caseworkers than the current
broker system. Under the current system, a Medicaid non-emergency or TANF recipient
simply calls a local broker to schedule a trip to the doctor, or school or work. The old
Medicaid voucher system required a recipient to call his caseworker. The caseworker
would determine eligibility, being sure to ask a client if he had an available, operable
vehicle. Once the caseworker determined the recipient could recelve non-emergency
transportation, he issued a voucher form that arrived in the recipient’s mail a few days
before the scheduled visit. At the same time, a recipient was supposed to contact a
transportation provider, such as a cab company, and arrange transportation. On the day of
the medical visit, the transportation provider and medical provider would sign the
voucher, confirming that the trip occurred, and the transportation provider would return
the voucher to the local socia service office to be processed for payment. There were
variations to that routine, such astype of patient involved and the extent of the trip.

The current coordinated transportation system also is different from the varying
approaches used, apart from the Medicad voucher system. According to the 1996
redesign report, many agencies within Health Services, Families and Children, and
Workforce Development took different approaches to providing transportation services to



their clients. Programs within the respective cabinets, such as JOBS, and employment and
job training programs provided recipients with $3 per day payments for transportation.
Those payments were mailed directly to recipients. The Division of Family Services within
Families and Children had programs such as foster care and child protective services which
used state staff to provide transportation services to Clients

State's Press Reported on Abuses,
Costsin Old Medicaid Non-Emer gency System

The state’s press aso provided anecdota evidence of abuses in a system in which cab
and ambulance companies were paid a per-mile fee to transport Medicaid recipients to
visit their doctors. Perhaps one of the more memorable incidents occurred in 1995 when
the Human Resources Secretary learned from Department for Socia Insurance officials
that Livery Corporation, a private Lexington company, was paid to transport Medicaid
patients in a stretch limousine. Ironically, in Fayette County, that was a cheaper mode of
transportation than cab companies. In another case, a grand jury indicted two eastern
Kentucky ambulance service operators for defrauding the state by transporting people
who did not need an ambulance.

Medicaid Non-Emergency Transportation Costs
Grew Steadily Through Decade of 90s

The 1996 Empower Kentucky draft report presented a business case for changing the
system and quelling costs that had risen steadily throughout the 1990s. The report said
that “if no changes were made in the current NEMT delivery system, historical trends
indicate an annual percentage increase of 20 percent in NEMT dollars or a total cost of
$69.2 million by the year 2002.” The entire program (including Department of Socia
Insurance programs, Workforce, vehicle and staff related costs, was projected to grow to
$98.4 million by 2002. Adding other related costs (technology, administration) would
have balooned the figure to $103.7 million by that same year, according to the draft
report.

Actual Medicaid non-emergency transportation costs were rising at a significant rate,
as shown in Table 1. The cost of the program grew yearly in $2-$4 million increments
from FY 1989 to FY 1997, for an average annua growth rate of 26 percent. From FY
1997 to FY 1999, the average annual growth rate fell to 15 percent.



Table 1
Non-Emergency Medical Transportation
10-Year Expenditure Comparison
Fiscal Managed Fee for Percent
Empower : Total
Year Care (est.)* Service Increase
1989 $ 4,574,542 | $ 4,574,542
1990 $ 5,788,552 | $ 5,788,552 27%
1991 $ 7,586,050 | $ 7,586,050 31%
1992 $ 10,396,730 | $ 10,396,730 37%
1993 $ 13,620,922 | $ 13,620,922 31%
1994 $ 16,589,920 | $ 16,589,920 22%
1995 $ 20,657,719 | $ 20,657,719 25%
1996 $ 23,161,705 | $ 23,161,705 12%
1997 $ 27,911,481 | $27,911,481 21%
1998 $ 196,174 | $ 2,690,079 | $ 29,575,824 | $ 32,462,077 16%
1999 $9,446,864 | $ 5,776,727 | $ 21,716,848 | $ 36,940,439 14%
*Non-emergency transportation is based on historical fee-for-service data.
Source: Kentucky Transportation Cabinet

A profile drawn from FY 1996 data helps illustrate the characteristics of the program
in the mid-90s. As shown in Table 2, payments for the aged, blind, and disabled accounted
for almost 90 percent of total Medicaid non-emergency transportation claims. Annualized
utilization also was high for those groups. The Medicaid non-emergency transportation
system probably can be characterized as a system for the elderly, disabled and blind, even
though the coordinated program may not be as concentrated in this way, because it
incorporates TANF work-related trips for parents, including transportation to and from
child-care.

TABLE 2
FY 1996 Medicaid Non-Emergency Transportation
Claims and Utilization

% of Annualized Per Member
Net Claims Total Net| Units | Utilization |Unit Cost Per Month
Claims per 1,000
AFDC $ 1,587,891 9.4%| 63,024| $ 278.95 25.19| $ 0.59
Foster 235,090 1.4%| 12,501 2,357.25 18.80 3.69
Pregnant Women and
Children 255,985 1.5%| 10,605 100.46 24.13 0.20
SSI with Medicare 4,696,282 27.9%]204,793 3,199.71 22.93 6.11
SSI without Medicare 10,049,803 59.7%|395,641 3,616.41 25.40 7.66
Total| $ 16,825,051 | 100.0%]|686,564

Source: Department for Medicaid Services




Human Service Transportation System Must
Comply With Federal and State L aws, Regulations

The coordinated human service transportation program must comply with various
federal statutes and regulations, the Medicaid State Plan, a federal walver, and state
statutes and regulations, although two state regulations have been found deficient. In
October 1998, the federa Health Care Financing Administration granted Kentucky a
waiver for a two-year continuation of the coordinated human service transportation
program. (Typically, states can seek exemptions to portions of the Social Security Act to
carry out changes in Medicaid programs.) The waiver covers a period from November 1,
1998, through October 30, 2000. Kentucky may request that this authority be renewed.

The 1998 Genera Assembly formalized the transportation delivery system with
passage of House Bill 468. Essentially, the bill amended sections of KRS 96A and 281,
giving the Transportation Cabinet the authority to set up the program and to receive funds
to administer it. In May, the Legidative Administrative Regulation Review Subcommittee
found one regulation affecting the program, 603 KAR 7:080, to be deficient. The
regulation would implement procedures required to administer the entire human service
delivery program. It defines and outlines the regions, eligible groups to be served, broker
selection, financing and contracting arrangements, and safety and accountability. At the
May 1999 subcommittee meeting, both members and staff expressed concerns about
various provisions in the regulation. committee member said the regulation was not ready
for approval because of technical reasons, issues raised by citizens who wanted to voice
concerns about the implementation of the regulation and its impact on recipients of non-
emergency transportation. During the public testimony portion, witnesses expressed
concerns about the loss of freedom of choice. Transportation officials will be drafting
legidation to rectify the deficiency. Cabinet officials also are discussing possible legidative
changes in the program, according to the Executive Director of the Office of
Transportation Delivery.

In addition, in January 1999, the Interim Joint Committee on Health and Welfare
found an accompanying regulation, 907 KAR, to be deficient. The regulation governs non-
emergency medical transportation waiver services and payments to TANF recipients.

HCFA Waiver Key to Implementation
of Non-Emergency Transportation Program

The Health Care Financing Administration’s approval of awaiver isacritical aspect of
the non-emergency transportation program. The Cabinet for Health Services obtained the
necessary federal waivers of requirements under Section 1902(a)(23) of the Socia
Security Act, to participate in the Human Service Transportation Delivery Program.
Medicaid program managers determined that the Section 1915(b) waiver was appropriate
to meet the objectives of the transportation delivery process.

Under Section 1915(b), or freedom of choice waivers, states are alowed to place
beneficiaries in primary case management programs that are run on a "managed” fee-for-



service basis using a gatekeeper concept, or operate on a prepaid capitated arrangement.
At present, freedom of choice waivers, when approved, are for two-year periods and may
be renewed at two-year intervals.

The purpose of freedom of choice waivers is to improve beneficiary access to care
through enrollment in a guaranteed provider network that operates in a cost efficient
manner. Such waivers also promote monitoring of beneficiary quality of care. Freedom of
choice waivers must ensure that Medicaid beneficiaries have at least two or more
providers.

All walver requests under Section 1915(b) of the Social Security Act are subject to
requirements that the state document the cost-effectiveness of the project, its effect on
recipient access to services and its overall impact. The Cabinet for Health Services chose
to apply for the freedom of choice waiver under Section 1915(b) that requires the state to
demonstrate cost savings in expenditures rather than under Section 1115, which requires
expenditures to remain cost neutral.

Federal Health Care Financing Administration
Denied 1994 State Waiver Request

Waivers are not aways approved. For example, HCFA denied a waiver request to
develop a contract for the provision of non-emergency medica transportation from the
Department of Medicaid Services in 1994. The department based the waiver on a plan to
contract for non-emergency medical transportation services in three metropolitan areas
and one rural area development district of the state. The contracting agencies would have
become a sole source provider in the areas specified.

On the basis of the requirements of Section 1915(b), HCFA stated the 1994 waiver
request did not appear to provide sufficient documentation to determine that requirements
could be met. Federa officias listed numerous concerns in their response to the waiver
requests. Many of those concerns dealt with general issues. Specifically, HCFA wanted
greater assurance that access to services would not be substantially impaired, that state
agencies would restrict providers to only those who "meet, accept, and comply with state
reimbursement, quality and utilization standards,” and that cost effectiveness and quality of
care would be achieved. Other issues were that vehicle specifications should conform to
transportation laws as well as the Americans with Disabilities Act, what class license
should be required of drivers, and whether the recipients would receive information
informing them of their rights involving complaints and grievances.

M odification of Waiver Request
Received HCFA Approval in 1996

In 1996, HCFA approved a Department for Medicaid Services request to operate the
Kentucky Non-Emergency Transportation Program to provide non-emergency medical
transportation for al Medicaid eligible beneficiaries, including AFDC. AFDC-related,



Supplemental Security Income (SSI), and SSI-related in seven service areas throughout
the state. The modification allowed the state to change the date of implementation; to add
western Kentucky, the Big Sandy, and Pennyrile area development districts to the service
area; add flexibility, in certain areas, to either contract using the competitive bidding
process or to contract with other governmental agencies (transit authorities); and alow
contractors to authorize trips through an on-line computerized system connected to the
state's eigibility system.

HCFA based its approval on submitted evidence that indicated the state's proposed
walver modification was consistent with the purpose of the Medicaid program, would
improve beneficiary access, enhance quality of care, and would be a cost effective means
of providing Kentucky's Medicaid non-emergency transportation services to Medicaid
recipients residing in the affected areas of the state. Approval of the request granted
Kentucky a modification of its waiver program under Section 1915(b)(4) of the Social
Security Act for a period of two years, beginning 90 days from the approval date of July
25, 1996.

Waiver Subject to Renewal in 2000;
I ndependent Assessment Needed

In October 1998, HCFA approved a request for a continuance of the waiver for the
Department for Medicaid Services. The request was granted even though the program was
not operational during the previous two-year waiver period. Approval of the request was
contingent on the state's conducting an independent assessment of the overall waiver
program and submitting the assessment three months prior to the end of the waiver period.

The Department of Medicaid Services currently contracts with the Transportation
Cabinet to administer the program. The current contract amount is approximately $33
million. The state also has created the Coordinated Transportation Advisory Committee
(CTAC) that includes representatives from each of the participating human services
programs.

Transportation Cabinet Has Number
of Roles, Responsibilities Under Contract

The Transportation Cabinet has a number of roles and responsibilities under its
contracts with the Health Services and Families and Children cabinets to assure that the
coordinated human service transportation system functions properly. Among its duties, the
Cabinet is responsible for contracting with transportation brokers to provide non-
emergency transportation services to clients; implementing and monitoring contract
compliance, including determining if brokers are meeting standard performance measures,
conducting field compliance reviews, reviewing broker annual audits, and reviewing
broker credentialing. The Cabinet must maintain a complaint tracking system, collect
encounter and other pertinent transportation data, review monthly broker invoices,
provide program progress reports, and assure that federal and state regulations are



followed. Also, the Cabinet is responsible for renegotiating funding amounts in programs
and evaluating capitation rates, maintaining a toll-free wetts line, maintaining the necessary
records and accounts, including personnel and financia records, and reporting suspected
cases of fraud and abuse. In turn, the other cabinets are supposed to supply the
information and support needed for Transportation to fulfill the contract.

As noted earlier, the Office of Transportation Delivery handles the day-to-day
operations of the program. Officials said the office has not been fully staffed since
inception. The office has a staff complement of 15, including the executive director, with
three pending positions. The office has two sections— the human service delivery division,
which serves as a client advocate branch, and the public transportation division, which
assures provider compliance.

System of Transportation Brokers
Set Up Throughout Kentucky to Serve Clients

The Transportation Cabinet appears to have made considerable progress in getting the
program under way. The cabinet first divided the state into 16 multi-county regions based
on the potential number of Medicaid non-emergency and TANF recipients, the geography
of the regions, population, and existing public transit systems. (See Figure A.) In June
1998, the Transportation, Health Services, Families and Children, and Workforce
Development Cabinets launched a pilot program in the five-county Big Sandy Region
(Floyd, Johnson, Magoffin, Martin and Pike counties) with Sandy Valley Transportation
Services providing a system for transporting Medicaid clients to medica appointments and
providing rides to Kentucky Works participants. Since that time, transportation brokers
have been selected for 16 regions. The brokers are fully operational, except in Region 6
(Jefferson County), where arestraining order issued by a Franklin circuit judge has limited
the broker there to servicing only TANF recipients. The restraining order resulted from a
lawsuit filed by Senior Executive Coach (doing business as Lifeline Transit), which
protested the awarding of the contract to Yellow Transportation Management. Other
plaintiffs ultimately joined the suit, arguing, among other things, for freedom of choice to
persons with disabilities and specia needs. The plaintiffs argued that sudden and frequent
change in routine adversely affects persons with disabilities and special needs, as well as
thelr family members. Changes contemplated by the new system would be severely
detrimental to the health and well-being of disabled persons using Medicaid transportation
voucher, the plaintiffs argued.

The judge's order, issued in late August 1999, restrained the Transportation Cabinet from
implementing the contract for brokerage except for Welfare to Work recipients. Subsequently,
the cabinet and broker entered into what amounts to an emergency contact that remains in
effect.
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BrokersImportant ComponentsIn Human
Services Transportation Delivery System

Brokers are important components in the transportation process and serve as
gatekeepers in the system. The Transportation Cabinet uses a request for proposals (RFP)
process to select brokers for the regions. The Cabinet is responsible for contracting for
service, making all payments to brokers, monitoring service delivery, reporting to the
funding cabinets, and maintaining a complaint monitoring system for all recipients as well
asfor brokers.

According to Transportation Cabinet officials, 11 of the regional brokers are federa
transit agencies, three are private for-profit taxi systems, two are brokers who do not
provide any service, one is a for-profit broker, and one is a non-profit broker. (See Table
3).
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TABLE 3
Coordinated Human Service Transportation Network

Region Counties Provider/Broker & Location Contract Date
1 zallard, Cgllkoway, Carhsle,kFuIton, Paducah Area Transit System, Ve 20. 1699
raves, Hickman, McCracken, paducah ay 20,
Marshall
2 Caldvyell, Qhr|st|an, Crittenden, Pennyrile Allied Community
Hopkins, Livingston, Lyon, . L Jan. 20, 1999
. Services, Hopkinsville
Muhlenberg, Todd, Trigg
3 Daviess, Hancock, Henderson, Audubon Area Community
. \ : Jan. 7, 1999
McLean, Ohio, Union, Webster Services, Owensboro
4 Breckinridge, Grayson, Hardin, Transportation Management Julv 1. 1999
Larue, Marion, Meade, Nelson System, Bowling Green y <
5 Adair, Allen, Barren, Butler,
Edmonson, Green, Hart, Logan, Yellow Cab Co., Bowling Green April 14, 1999
Metcalfe, Simpson, Taylor, Warren
6 Jefferson Yellow Transportation Management Oct. 1, 1999
(TANF only)
7 Bullitt, Henr}/, Oldham, Shelby, Amgngan Red Cross Louisville, June 9, 1999
Spencer, Trimble Louisville
8 Anderson, Boyle, Casey, Franklin,
Garrard, Jessamine, .L|ncoln, Bluegrass Community Action, Aug. 27, 1998
Mercer, Scott, Washington, Frankfort
Woodford
9 Boone, Campbell, Carroll, Gallatin, |Region 9 Transportation LLC, Jan. 8. 1999
Grant, Kenton, Owen, Pendleton Newport 7
10 Fayette Federated Transportqtlon Senvices Sept. 21, 1998
of the Bluegrass, Lexington
11 Bour.bon, Clark, Estill, Halrrlson, Kentucky River Foothills
Madison, Montgomery, Nicholas, S Sept. 21, 1998
Dewelopment Council, Richmond
Powell
12 [Bell, Clinton, Cumberland, Knox,
Laurel, McCreary, Monroe, Pulaski, |Rural Transit Enterprises
. Aug. 27, 1998
Rockcastle, Russell, Wayne, Coordinated g
Whitley
13 |Breathitt, Clay, Harlan, Jackson, Leslie, Knott, Letcher and Perry
Knott, Lee, Leslie, Letcher, Owsley, |Community Action Council (LKLP), |[Nov. 1, 1998
Perry, Wolfe Red Fox
14 FI.oyd, Johnson, Magoffin, Martin, Sanqu Valley Transportation May 18, 1998
Pike Services, Prestonsburg
15 |Bath, Boyd, Ca.rter, Elliott, Greenup, Community Action Council, Carlisle|Aug. 1, 1999
Lawrence, Menifee, Morgan, Rowan
16 |Lewis, Robertson, Mason, Fleming, [Licking Valley Community Action

Bracken

Program, Flemingsburg

Aug. 26, 1998

Source: Compiled by Program Review staff from information supplied by Transportation Cabinet
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Brokers are required to provide six broad areas of services, according to the network plan.
Those are:
Recruiting and negotiating with transportation providers;
Payment administration,;
Gatekeeping;
Reservation and trip assignments,

Quality assurance; and
Administration oversight and reporting.

Brokers are responsible for arranging for or providing transportation to eligible
recipients to and from stated points of origin or from specific reimbursable services at the
request of clients. Generally, they establish a network of independent transportation
providers to deliver transportation and negotiate specialized service delivery rates with
each qualified transportation entity. They provide payment to each transportation provider
based on authorized services rendered.

The regiona brokers also must manage the day-to-day operations necessary to deliver
services and maintain appropriate records and systems of accountability. They are
supposed to maintain office arrangements, including adequate staff, records, and
accessible phone service, including atoll-free number.

Brokers serve as gatekeepers by:
Verifying the recipient’s current transportation eligibility;
Assessing the recipient’ s needs for non-emergency transportation;
Selecting the most appropriate transportation to meet the recipient’ s needs; and
Educating recipientsin the use of network services.

The Transportation Cabinet has the right to conduct on-site reviews of brokers to
assure compliance with RFP requirements. These include such aspects as the number of
times the phone should ring, driver requirements, and attendant and service personnel
training. The cabinet can check for vehicle safety. The cabinet also has a complaint
tracking system. In the past, according to Transportation officials, there was no
monitoring of provider quality.

The Cabinet uses an operational readiness test that brokers must complete prior to
being alowed to begin service. This includes an adequate phone system, instalation of a
toll-free number, complaint tracking, vehicle inspections, proof that drivers have
undergone drug testing, and verification that all contract requirements are met.

14



Brokers Maintain Working Relationship
With Transportation Providersin Regions

Brokers maintain a working and contractual relationship with transportation providers
in the 16 regions. The brokers are required by regulation to allow all willing transportation
providers in their regions to participate in the program, as long as they accept the specified
reimbursement rates. The providers, such as cab companies and ambulance services, must
meet safety and other program requirements before being alowed to participate. The
regional contractors must assure that transportation providers:

Meet health and safety standards for vehicle maintenance;

Meet operation and inspection requirements,

Have specified driver quadlifications and training;

Conduct drug and alcohol testing;

Have procedures for recipient problem and complaint resolution; and
Ensure delivery of courteous, safe and timely transportation services.

Generdly, providers must agree to comply with the applicable federal and state laws,
have proper licenses, proofs of ownership and insurance, maintain appropriate records,
allow record inspections by appropriate agencies, and maintain the confidentiality of
information. They are required to maintain an office with regular business hours. Given the
specia needs of many of the recipients of the program, providers are required to provide
door-to-door service for those certified to need the extra care.

Under the contractual relationship, brokers reimburse their subcontractors for services
rendered. There are approximately 160 providers (Appendix C) operating in the program.
Provider payment rates vary across regions and, in some cases, across providers within a
particular region. Recipients are certified for one of four types of service, as shown in
Table 4.

TABLE 4
CATEGORIES OF TRANSPORTATION SERVICES
Code Category Description
02 Taxi Regular taxi service
04 Bus Regular bus service

Transportation for those confused as to time,

07 Disoriented place or persons such that assistance is required.

Transportation for those who need physical
08 Non-Ambulatory |assistance that can be provided by one individual,
but not those requiring stretcher transport.

Source: Kentucky Transportation Cabinet

Capitated Payment System Has Replaced Old Voucher System

The Cabinet has replaced the old voucher payment system with a system based, for the
most part, on a capitated rate. This is a flat amount per month paid for each eligible
recipient in the region. Under this system, capitated payments go directly to a single
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broker in each region. In return, brokers guarantee transportation for every Medicaid,
TANF or other eligible client. Funding is transferred to the Transportation Cabinet
through interagency agreements with Health Services, Families and Children, and
Workforce Devel opment.

Under the voucher system, providers were paid on a fee-for-service basis. Thus, the
more trips and miles they reported, the greater their gross income. The incentive was to
provide more services. Without sufficient monitoring to control excess billing, a fee-for-
service structure can result in large expenditure increases, as was experienced in the
Kentucky Medicaid non-emergency transportation program. In contrast, under the
capitated rate structure, payments to brokers are fixed and do not increase with an
increase in the number of trips or miles during the contract period. The greater the number
of claims against the total capitated payment amount to the broker, the less money the
broker keeps. Thus, the broker has a strong incentive to monitor providers to ensure that
all trips and miles are billed appropriately. The greatest need for monitoring is to ensure
that brokers do not respond so strongly to the financia incentives to reduce trips and miles
that they render service of an unacceptable quality.

The actuaria firm of Milliman & Robertson developed the initia capitation rates for
non-emergency transportation in the 16 regions. The following data sources were used to
develop the rates.

Medicaid eligibility data extracts for state fiscal years 1995-97;
Voucher payment extracts for state fiscal years 1995-97,
Enrolled provider files,

Job Opportunities and Basic Skill/Kentucky Works Program (JOBS/KWP)
payment summaries,

Partial summaries on fleet sizes by number of vehicles and capacity; and

Documentation on both the historical and proposed non-emergency transportation
programs.

The original capitation rates ranged from $3.89 to $5.43 per region. Medicaid non-
emergency medica transportation and TANF trips account for virtually al human service
trips (Table 5). These are covered by capitated rates. The remainder (Vocationa
Rehabilitation and Industries for the Blind) are on a fee-for-service basis or a specified
amount per mile. The current capitated rates are shown in Table 6.
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TABLE 5
Coordinated Human Services-Transportation Program
Trips January - July 1999

Program Number Percent

Department of Blind 81 0%
Medicaid 419,448 45%
TANF 518,683 55%
Vocational Rehabilitation 126 0%
Total 938,338 100%

Source: Kentucky Transportation Cabinet.

TABLE 6
Per Member Per Month Capitation Rates
FY 2000
Region TANF MEDICAID
1 8.08 $5.46
2 7.37 $4.62
3 7.27 $4.26
4 7.23 $5.01
5 7.11 $5.50
6 6.96 $5.94
7 7.16 $4.98
8 8.09 $5.06
9 7.03 $4.48
10 6.95 $4.88
11 7.12 $5.24
12 7.68 $5.42
13 8.38 $5.69
14 8.49 $5.87
15 8.13 $4.98
16 7.08 $4.95
Source: Kentucky Transportation Cabinet

Program Operates Under Series
of Contracts Between Cabinets

The Cabinets for Health Services (Department for Medicaid Services) and Families
and Children have contracted with the Transportation Cabinet to provide transportation
services to eligible Medicaid and TANF recipients. Each cabinet contracts individually
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with the Transportation Cabinet to secure high quality human service delivery for non-
emergency transportation, welfare-to-work, and other programs.

The current contract between the Department of Medicaid Services and the
Transportation Cabinet is for $33 million. Currently the Transportation Cabinet receives
$444,000 in administrative cost to implement the non-emergency medical transportation
program. The administrative costs will increase to $602,000 in FY 2000 with full
implementation.

Currently, the contract between the Families and Children and Transportation Cabinets
is $12.6 million. The Cabinet for Families and Children has limited payment to the
Transportation Cabinet for indirect administrative costs to no more than 10 percent of the
contract total or $1.2 million. (Indirect administrative cost means those costs for
administrative activities within an organization that are not specifically identifiable with a
particular project, service, or program activity.)

Panedl of Agency Officials Advises Cabinet
in Operation of Transportation System

According to a Transportation Cabinet official, the CTAC exists as a*“ communications
tool” between the various contracting agencies and attempts to keep the other cabinets
informed about Transportation’s activities and to assure that Transportation is responsive
to the other agencies. Because the committee actually casts votes on such issues as the
recommending the awarding of RFPs, the panel’s voting powers are weighted. The
Transportation, Health Services, and Families and Children Cabinets each have two votes;
the Workforce Development Cabinet has one.

The head of the Office of Transportation Delivery sets the agenda for CTAC meetings,
which have been taking place since April 1997. The CTAC has met on successive months
since that time, and sometimes twice a month, but has had periods of times when it has not
met, according to meeting agendas. Because there are no minutes of the meetings, steff
was unable to determine what issues the panel discussed and what votes they have taken in
the meetings. However, an analysis of the agendas showed 36 percent of topics scheduled
for discussion seemed to involve program implementation, and policies and procedures
issues. Topics involving RFPs and the regions made up 29 percent; topics relating to the
affected programs consumed 13 percent. The remaining issues included legidative and
regulatory topics, CTAC responsibilities, and other general discussion items.

Kentucky’'s Umbrella Human Services
Trangportation Program Termed Unique

Kentucky’s umbrella program apparently is unique among states. An article in the
February/March 1998 issue of Community Transportation magazine called the program,
“Kentucky’s Great Experiment.” The article said, “This plan is untested, but innovative,
and other states are sure to keep a sharp eye on the situation as it develops.”
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The executive director of the National Transportation Consortium of States (NTCYS),
based in Birmingham, Ala, told Program Review staff, “Many states have expressed a
great deal of interest in the human services transportation of Kentucky because it is
considered a model program.” According to NTCS, 19 states have legidatively enacted
coordination programs. (See Appendix B.)

The NTCS officia cited some common problems in implementing coordinated human
service transportation programs:

Difficulty in developing an acceptance by private providers that their services
cannot pick and choose best routes;

Issues related to whether transportation brokers can aso be providers and cull out
the best routes for themselves,

The difficulty in setting the right local capitated rate; and

“No show” problems with clients making reservations and then failing to be
avalable.
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SECTION I

Progress Report for the Coordinated Transportation Program

In response to the Committee’'s request, this section provides a status report on the
implementation of the coordinated human services transportation program. The
Committee specifically asked staff to address the issue of the expected reduction in the
growth rate in transportation expenditures, concerns about the quality of transportation
services delivered to recipients, and the effect of program changes on providers. Because
the program has been in operation for well under a year in most areas of the state, there is
not sufficient data to allow a complete and accurate assessment of these issues. Much of
the information available is in the form of projections and anecdotes. While such
information is not useless, it is often more subject to bias than data collected on all
encounters and that is subject to standard validation procedures.

Potential for Significant Cost Savings Exists

The state's objectives through this waiver period are to reduce the rate of growth in
expenditures, prevent unnecessary and inappropriate utilization, and assure adequate
access to quality care for Medicaid beneficiaries, and others served by the program. The
state has projected savings of $1.8 million over the two-year waiver period. A letter to the
Director of the LRC from the Health Services Secretary suggests that a 20 percent
reduction in costs should result through improved access to transportation services. Note
that these savings estimates represent the difference in expected costs with and without
the program. It is not anticipated that the program would cause future expenditures to be
20 percent less than current expenditures, in absolute terms.

The costs of the program to the Commonwealth are determined by the average
capitation rate that is negotiated with brokers. To the extent that this average capitation
rate is less than the average reimbursement under the voucher program, then the state will
achieve a lower cost. The reimbursement rates paid to providers under the capitated
system affect the broker’'s net costs, but do not directly affect the Commonwealth.
However, because the capitation rate received by the broker must at least cover
reimbursement rates, these rates indirectly affect the capitation rate that can be negotiated.

Rates for each category of transportation for each region were drawn from areview of
provider contracts and rate sheets supplied by the Kentucky Transportation Cabinet.
There was significant variation in the schemes used in different regions to define rate
structures. Instead of attempting to display these complicated and non-comparable rate
structures, staff used the different Medicaid non-emergency rate structures to calculate the
rate for one-way daytime trips for a single recipient in each category. Rates were
calculated for trips of 5, 10, 25, 50, and 75 miles. Rates paid under the previous Medicaid
voucher program were calculated for comparison. The calculated rates are shown in
Tables 7 - 10.
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Table 7
Medicaid Non-Emergency Transportation Rates Paid to Providers

Single Recipient Daytime One-Way Trip

Category 02
Taxi
Length of Trip
Amount Paid
Provider for No Show | Smiles | 10 miles | 25 miles | 50 miles | 75 miles
- Previous Medicaid Voucher Rates § - % 600 $ 1200 $ 2000 $ 3000 $ 75.00
Coordinated Human Services Transportation Rates
1 All Providers in Region 5 - $ 500 § 1000 $ 2500 $ 5000 §$ 75.00
2 Al Providers in Region $ - $ 500 % 1000 $ 2500 $ 5000 & 75.00
3 All Providers in Region $ - 8 450 $ 900 § 2250 $ 4500 § 67.50
4  All Providers in Region $ - 8 625 § 1050 § 2325 § 2700 § 39.50
5 Al Providers in Region $ $ 475 § 950 § 2000 § 4500 § 75.00
6  All Providers in Region S - % 550 § 900 $ 2400 § 2850 § 7125
T Al Providers in Region $ - 3 2000 $ 2000 § 2000 § 2000 $ 20.00
8  Frankfort Taxi; PK Cab; &
Bluegrass Cab Paid one-way $ 540 $ 1080 $ 18.00 § 27.00 $§ 67.50
Life First Paid one-way % 515 $ 1025 § 1710 $ 2565 § 64.10
Frankfort Active Day; Caretenders  Paid one-way $ 450 $ 900 § 2250 $ 4500 § 6500
9  All Providers in Region $ 3 600 $§ 1200 $ 2000 $ 3000 § 75.00
10  All Providers in Region $ - 3 990 § 1790 $ 4190 § 8190 $12190
11 All Providers in Region Paid one-way $ 550 § 1100 $ 1800 $ 27.00 § 6750
12  All Providers in Region $ - $ 500 $ 1000 § 2500 % 5000 § 75.00
13  Jackson Cab; Medi-Cab; Ingram’s
Taxi; Riley's Taxi; Mcintosh Taxi,&
Allen Taxi $ - § 570 § 1140 § 1900 § 2850 § 7125
Appalachian Transportation 5 - 578 $ 1056 $ 1760 $ 2640 $ 6600
Tackett's Taxi $ § 250 § 500 % 1250 § 2500 § 3730
James Seals Cab Co. $ S 400 & 800 % 2000 § 4000 $ 60.00
14 Al Providers in Region 5 - B 570 $ 1140 S 19.00 § 2850 § 7125
15  All Prowiders in Region $ $ 500 % 1100 $ 1800 § 2800 $ 67.30
16  All Providers in Region $ - % 500 § 1000 $ 2500 § 5000 § 75.00

Source: LRC staff analysis of provider contracts and rate sheets supplied by the

Kentucky Transportation Cabinet Office of Transportation Delivery.
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Table 8

Medicaid Non-Emergency Transportation Rates Paid to Providers
Single Recipient Daytime One-Way Trip

Category 04
Bus
Amount Paid
Region| Provider for No Show | 5 miles | 10 miles | 25 miles | 50 miles | 75 miles
—— Previous Medicaid Voucher Rates $ - $ 250 § 500 $ 1250 $ 2500 § 37.50
S e § SRR e RS | 4 S AR RS
1 All Providers in Region 5 - $ 325 § 085 § 1625 § 3250 $ 4875
2 Al Providers in Region 3 - Mo Bus Service
3 Al Providers in Region ] - MNo Bus Service
4 Al Providers in Region § - $§ 625 § 1050 § 2325 § 27.00 § 39.50
5  All Providers in Region 5 . No Bus Service
8  All Providers in Region 5 MNo Bus Service
7 All Praviders in Region 5 . $ 2000 § 2000 $ 2000 S 2000 $ 20.00
8  Frankfort Transit (Category 03) $ - $§ 050 § 050 § 050
9 Al Providers in Region $ - $ 600 $ 1200 $ 2000 $ 3000 $ 75.00
10  American Red Cross Wheels 3 a $ 050 § 050 § 050
11 All Providers in Region Paidoneway $ 325 § 065 $ 1625 § 3250 § 4875
12  All Providers in Region $ - No Bus Service
13  All Providers in Region $ - $§ 050 § 050 § 0.50
14  All Providers in Region B Mo Bus Service
15 All Providers in Region $ - No Bus Service
16  All Providers in Region 5 - § 050 $ 050 § 050
Source: LRC staff analysis of provider contracts and rate sheets supplied by the

Kentucky Transportation Cabinet Office of Transportation Delivery.
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Table 9

Medicaid Non-Emergency Transporiation Rates Paid to Providers
Single Recipient Daytime One-Way Trip

Category 07
Disoriented Recipient
Length of Trip
Amount Paid
Region Provider for No Show | 5miles | 10 miles | 25 miles | 50 miles | 75 miles
Previous Medicaid Voucher Rates  § = $ 2000 $ 27.50 % 5000 % 87.50 5125.00
Coordinated Human Services Transportation Rates

1 All Providers in Region 3 = $ 16,00 $ 2100 § 3EO00 5 61.00 % 8600
2 All Providers in Region 5 = & 1600 S 21.00 § 3800 § 6100 % 88.00
3 Medical Transport; Concare 5 - $ 950 § 1400 $ 2750 % 5000 5 T2.50
Yellow Ambulance 3 - $ 1400 5 19.00 $ 3400 § 58.00 $ B4.00
4 All Providers in Region $ - $ 1425 5 1850 $ 3125 $ 3500 $ 47.50
5 Al Providers in Region $ _ $ 1600 $ 2100 $ 3600 $ 61.00 $ 86.00
6 All Providers in Region 5 - $ 1550 § 2050 $ 3550 § 6050 $ 8550
7 All Providers in Region $ - $ 2000 S 2000 $ 2000 $ 2000 % 2000
8 Life First Paidone-way $ 1710 % 2350 $ 4270 % 7470 $106.70
Frankfort Active Day Paidoneway $ 1500 % 1500 $ 1500 % 1500 S 15.00
Frankfort Transit $ & £ 1125 $ 1125 % 1125 § 1125 § 1125
Caretenders Padone-way $ 1800 $ 2475 § 4500 § 7875 $11230
9 All Providers in Region 5 - $ 1600 % 2100 § 3600 § 6100 $ B86.00
10 Georgetown Adult Daycare 3 - £ 1500 % 1500 % 1500 % 1500 S 15.00
Medical Transport & Caretenders $ 1800 $ 2475 S 4500 § 7875 $11250
American Red Cross Wheels $ - $ 1250 $ 1250 $ 1250 § 1250 $ 1250
11 All Providers in Region Paidone-way $ 1625 $ 2250 § 4125 § 7230 £103.75
12 All Providers in Region 5 - $ 1800 % 2475 § 4500 § 7875 $11250
13 Appalachian Transportation B - $ 1675 § 2350 % 4375 § 7750 $111.25
Daniel Boone Dev Council Transit b - $ 2000 $ 2750 % S0.00 $ 8750 $125.00

Middle KY River; Red Bird Millian;

Harlan Community Action;; & Medi-
Cab LS - $ 1880 5 2580 $ 46580 $ 8180 % 116.80
Mcintosh Taxi & Allen Taxi B - T 1903 $ 2618 % 4783 §$ B333 % 119413
Medi-Cab of Kentucky b - $ 1897 $ 2607 $ 47.27 5 8287 $118%7
14  All Providers in Region $ - S 1897 § 2607 § 47.37 §$ 68287 $118%7
15 All Providers in Region ] $ 1700 § 2300 § 4100 $ 7100 $101.00
16 All Providers in Region $ - $ 500 % 1000 § 2500 % 5000 $ ¥5.00
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Table 10

Medicaid Non-Emergency Transportation Rates Paid to Providers

Single Recipient Daytime One-Way Trip

Category 08
Non-Ambulatory Recipient
Length of Trip
Amount Paid
Region Provider for No Show | 5miles | 10 miles | 25 miles | 50 miles | 75 miles
——— Previous Medicaid Voucher Rates $ - $ 3250 % 4000 $ 6250 $ 100.00 $ 137.50
Coordinated Human Services Transportation Rates

1 All Providers in Region $ - $ 2600 § 3100 § 4600 § 7100 $ 9600
All Providers in Region L - $ 2600 % 2100 $ 4600 § 7100 § 9600
3 Medical Transport; West KY Transport. 5§ - § 2250 % 2700 % 4050 5 6300 F 8550
Yellow Ambulance g - € 2500 5 3000 5 4500 § 70.00 % 9500
Grayson Co. EMS 5 - $ 2750 § 3250 $ 4750 3 7250 § 9750
Concare 5 $ 2050 % 2500 § 3850 § 6100 § #8350
4 All Providers in Region 5 § 2300 § 2800 % 4300 % 4300 % 63.00
5 All Providers in Region 5 $ 2625 % 3250 5 5125 § B250 B 11375
6 All Providers in Region b - $ 2600 $ 3100 § 4600 $ 7100 § 96.00
7 Al Providers in Region 3 $ 2500 $ 2500 § 2500 % 2500 $ 2500
3 Life First Paidone-way $ 27.80 $ 3420 § 5340 $ 8540 511740
Frankfort Active Day Paidone-way $ 2200 § 2200 § 2200 § 2200 5 2200
Frankfort Transit b - & 2250 % 2250 $ 2250 § 2250 § 2250
Caretenders Paidone-way $ 29.25 $ 3600 § 5625 § 90.00 § 123.75
9 All Providers in Region 5 $ 2625 % 3250 § 5125 % 8250 % 11275
10 Georgetown Adult Daycare b - $ 2000 $ 2000 $ 2000 § 2000 S 20.00
Medical Transport; & Caretenders $ 2925 $ 3600 § 5625 § 9000 5 123.75
American Red Cross Wheels 5 - $ 1250 $ 1250 § 1250 § 1250 $ 12.50
11 Al Providers in Region Paidone-way $ 2625 $ 3250 § 5125 3 B250 3 113.73
12 Al Providers in Region 5 - $ 2025 $ 3600 § 5625 % 90.00 § 123.79
13 Appalachian Transportation $ $ 2660 $ 3320 S 5300 5 8600 % 119.00
Daniel Boone Dev Council Transit 5 - § 3250 % 4000 % 6250 % 10000 35 13750

Middle KY River; Red Bird Million;
Harlan Community Action;; & Medi-Cab  § - $ 3050 $ 3750 S 5850 $ 9350 5 128.50
Medi-Cab of Kentucky ] - $ 3085 $ 3795 $ 5925 5 9475 § 13025
14 Al Providers in Region 3 - § 3085 $ 3795 $ 5925 § 9475 § 13025
15  All Providers in Region $ - $ 2600 $ 3200 $ 5000 $ 80.00 § 110.00
18 Al Providers in Reaion 5 = $ 500 % 1000 § 2500 % 5000 $ 75.00
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The calculated rates for standard taxi service (02) were often, but not always, lower
than the rates under the voucher program. This pattern was also exhibited in the nine
regions that offer bus service (04). In contrast, virtualy all of the calculated rates for
disoriented (07) and non-ambulatory (08) recipients were below those of the voucher
program. As was shown above, nearly 90 percent of FY 1996 Medicaid non-emergency
transportation claims were for the aged, blind, and disabled population, which are more
likely to qualify for these two categories of transport. So far under the new system,
disoriented and non-ambulatory recipients have accounted for 26 percent of trips. (See
Table 11.) Because brokers do not always record a reimbursement claim amount for trips
they provide themselves, it is not possible to determine what share of paid clams were
made for disoriented and non-ambulatory recipients in the coordinated program. However,
it is likely that a reduction in average rates for these two trip categories has the potential
to result in substantial program savings.

Table 11
Coordinated Human Services Transportation Program
Trips and Claims Since Program Inception
by Category of Trip

Category of Trip Number Percent

01 Private Auto 8,743 1%
02 Taxi 205,590 34%
03 City Bus 3,689 1%
04 Non-Profit Bus 223,504 37%
07 'Ambulatory Disabled (Disoriented) 97,887 16%
08 'Non-Ambulatory Disabled 61,962 10%
Total 601,375 100%

Source: LRC staff analysis of encounter data provided by
Transportation Cabinet

Another way in which growth in total program expenditures might be reduced is
through better identification of fraud and abuse on the part of both providers and
recipients. Local brokers have a financial incentive to reduce unnecessary program
expenditures because their capitated payments are fixed. They aso have the ability to
become more familiar with loca utilization patterns within the region. This has the
potential to lead to tighter program controls. For example, brokers have identified,
investigated, and reported instances where:

A taxi cab company was transporting wheelchair recipientsin a car rather than a
lift-equipped van.
A recipient was arranging transport for a non-eligible friend rather than for herself.

Vehicle inspections revealed vans for disoriented recipients with broken windows.
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A recipient scheduled several trips to a physician’s office near a department store
when she had no appointments schedul ed.

A provider was found to be charging non-ambulatory rates inappropriately.
Recipients were seen by brokers driving cars that turned out to be their own.

Based on this small number of anecdotes, of course, it is not possible to determine
whether there has been a change in the number of inappropriate claims identified.
However, it is clear that brokers are responding to the incentive to search for instances of
fraud and abuse.

Quality I'ssues Raise Concerns
During Early Phase of Program

There was neither time nor staff resources available to conduct an in-depth assessment
of the quality of services being delivered by the coordinated transportation program. As a
condition of the waiver, the Department for Medicaid Services is to contract with an
independent contractor to perform such an assessment. Funds have been included in the
Cabinet’s FY 2000 budget for that purpose.

To provide some information regarding the quality of services, staff reviewed
complaint data collected by brokers and submitted to the Transportation Cabinet,
reviewed tapes of legidative committee meetings where the program was discussed and
contacted some individuals who had testified about problems, and reviewed all the contact
sheets from the legidative Office of Constituent Services relating to either transportation
or Medicaid. Additionally, staff interviewed the broker in each of the 16 regions, tested
the telephone response system in each region, and considered several programmeatic issues
relating to federa requirements.

A review of complaints by recipients and subcontractors revealed some dissatisfaction
with the coordinated transportation program. Recipients voiced concerns about lack of
freedom of choice, untimely pick-up, and poor communication responses. he number of
those complaints may be declining as brokers gain program experience. Subcontractors
complained that reimbursement rates are too low and that brokers unfairly assign trips.
Because these occurrences are consistent with the financial incentives incorporated into
the program, it is not expected that these complaints will decline over time.

Denials of Serviceto Recipients Make Up Third
of Brokers Administrative Actions

Regional brokers are responsible for maintaining complaint tracking and resolution
systems, however, the “complaints’ being logged appear more in the nature of genera
administrative actions taken for a variety of reasons. Of those actions taken, a third
congtitute denials of service. Staff identified 481 such administrative actions from a
compilation of what are labeled as “complaints’ for a period of January-September 1999.
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Brokers are required to handle complaints or other inquiries as part of their daily
operations. Each broker should have his own procedures and include those in the
operations manual. Transportation officias supply brokers with a complaint-tracking
program prior to beginning operation at the regional level. Brokers log all complaints into
the program and then submit those to the Office of Transportation Delivery. According to
the Office of Transportation Delivery executive director, brokers are required to log all
complaints, athough “some log more than required,” apparently to include the variety of
inquiries ranging from outright complaints to denials of service, requests for information
and the like. Brokers submit their complaint lists to the Frankfort central office via disk.
Transportation Delivery staff compile them into one summary that also includes
complaints filed directly with the central office. Another aspect is follow-ups, which are
taken both at the regional level and from the central office level.

From the complaint compilation sheets, staff created seven categories—service denial,
client or recipient no-show, untimely pick-up or scheduling problem, provider or vehicle
complaint or concern, freedom of choice request, system or program complaint or
concern, and genera inquiry. As noted, staff determined there were 481 administrative
actions taken as a result of 464 contacts. As Table 12 shows, 33 percent (160) of the
administrative actions dealt with service denias. The other administrative actions ranged
from alow of 6 percent (provider or vehicle complaint or concern) to 16 percent (generd

inquiry).

TABLE 12
Human Service Delivery Complaints/Concerns
January -September 1999

Administrative . Client/Recipient | Untimely | Provider or Vehicle Freedqm of System/Program General
. Denial . . Choice . .
Action No-Show Pick-up Complaint/Concern Complaint/Concern Inquiry
Request
Number 160 68 56 31 37 51 78
Percentage 33% 14% 12% 6% 8% 11% 16%

Source: Compiled by Program Review from Office of Transportation Delivery Complaints Data Summaries.

Staff grouped service denias into three categories—denials because of evidence of an
accessible vehicle, genera digibility (other than vehicle denids), and denials because
recipients failed to properly schedule rides (Table 13). Genera digibility denials, based on
such things as not being listed on the state database, made up 62 percent (99); accessible
vehicle denids accounted for 23 percent (36); failure to give adequate trip notice
accounted for 16 percent (25). Under program rules, brokers may deny a trip or
immediately discontinue a trip for any recipient found indligible for Medicaid, Kentucky
Works, vocationa rehabilitation or Department for the Blind program services on the
basis of the state database information. Medicaid recipients must be denied if brokers
determine they have an accessible, operable vehicle at their disposal. Recipients also can
risk being denied services if they misuse services, are uncooperative or abusive. For
example, the Region 5 broker denied service to a recipient whose husband allegedly
“threatened or harassed” a driver. Finally, recipients can be denied non-urgent trips not
scheduled 72 hours in advance.
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TABLE 13

Human Service Delivery Service Denials

January - September, 1999
General
Denial Type |Accessible Vehicle | Eligibility (Other |Scheduling Total
Than Vehicle)
Number 36 99 25 160
Percentage 23% 62% 16% 100%
Source: Compiled by Program Review from Office of Transportation Delivery
Complaints Data Summaried.

Providers Attempt to Rectify Denials

It appears brokers attempt to rectify denials short of sending out letters noting that
denials are permanent. For example, the summary sheets list scenarios that seem to
show brokers are taking steps to provide rides, even though an initial denial has
occurred. In Region 9, a provider/broker denied service because the recipient failed
to give a three-day trip notice. But the follow-up notation indicated “Client is new
to program and failed to call in advance for trip; broker will try and schedule.” In
Region 12, a recipient was denied service because of a wrong county code. A
follow-up notation sad “RTEC will take care of problem and provide
transportation.” In Region 5, the provider/broker apparently denied service based on
a vehicle being in the household. But a follow-up seems to indicate that the vehicle
was inoperable. The recipient was “advised to get a mechanic's statement, stating
car isinoperable.”

As noted earlier, what Human Service Ddlivery officials list as “complaints’ are, in
many cases, administrative actions. From the compilation sheets, staff identified 40 (8
percent) outright complaints filed against the program itself, drivers, or providers. Under
program rules, recipients can file a complaint and obtain mediation at the cabinet level.
Brokers are to respond promptly to al complaints and attempt immediate resolution. The
complaint must be elevated to the Transportation Cabinet only after provider/broker
mediation has failed. If Transportation is unable to resolve the complaint, a recipient can
obtain a hearing at the appropriate state program agency level.

Brokers generally look on the appeals process as something that should be handled at
the cabinet level. Some brokers told staff (see subsequent section) that initial non-
emergency transportation denials are based on whether a recipient’s name appears on
eligibility lists maintained by the Department for Medicaid Services. If there is a question
about digibility, brokers tell recipients to check with their caseworker, Department for
Medicaid, or to phone the toll-free number at the Transportation Cabinet. Brokers aso
deny trips for non-covered services, having an operable vehicle in the home, or for not
being a resident of the region. Brokers believe recipient appeals should be referred to
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officias in Frankfort. At the same time, though, they attempt to work with recipients and
arrange tripsif they can.

If there is a denial, apparently brokers do not tell recipients up-front that they have
appedls rights, but tell recipients they should call state officials. A few send form letters
indicating to recipients that a denial has occurred and the steps to take. Staff obtained a
copy of aform letter that one broker uses. The letter notes that a Medicaid trip was denied
and gives the following reasons that can be checked:

Y ou have been determined to be ineligible for Medicaid Transportation.
Y ou are unwilling to accept transportation from the provider assigned to you.
Other.

The letter says further, “Y ou have the right to appeal this decision within twenty-one
(21) days of the postmark date of this letter. You may appea to your caseworker at your
local Department of Social Insurance (DSI). If your problem is not resolved, you may then
contact the person(s) listed below for further assistance.” The form letter later says an
appeals officer will contact the recipient for additional information.

Number of Complaints Varies by Region

Using data supplied by the Transportation Cabinet, staff calculated the complaints per
1,000 trips for January through July 1999 for Medicaid and TANF recipients (Table 14).
For al the regions in operation during the period, there were 1,500 Medicaid trips for
each complaint filed, versus nearly 10,000 TANF trips. Perhaps because they are more
likely to have special needs and because they have become 