Department of Health & Human Services
Centers for Medicare & Medicaid Services
61 Forsyth St., Suite 4120

Atlanta, Georgia 30303-8909 CENTERS for MEDICARE & MEDICAID SERVICES

October 20, 2008

Ms. Elizabeth A. Johnson
Commissioner

Cabinet for Health and Family Services
Department of Medicaid Services

275 East Main Street, 6W-A

Frankfort, Kentucky 40621-0001

Attention: Kevin Skeeters
RE: Kentucky Title XIX State Plan Amendment, Transmittal #08-009
Dear Ms. Johnson:

We have reviewed the proposed amendment to the Kentucky Medicaid State Plan that was submitted
under transmittal number 08-009. This amendment implements the requirements of Section 1917(d) of
the Social Security Act (the Act) (Section 6021 of the Deficit Reduction Act of 2005). The provision
establishes authority for all states to implement LTC partnership plans that provide dollar-to-dollar
disregard of assets or resources equal to the insurance benefit payments on behalf of the individual.

Based on the information provided, we are pleased to inform you that Medicaid State Plan Amendment
08-009 was approved on October 20, 2008. The effective date for this amendment is July 14, 2008.
We are also enclosing the approved HCFA-179 and plan page.

If you have any questions or need any further assistance, please contact Maria Donatto at 404-562-
3697 or Yvette Moore at (404) 562-7327.

Sincerely,

T

Mary Kaye Justis, RN, MBA
Acting Associate Regional Administrator
Division of Medicaid & Children's Health Operations

Enclosures
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53b
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State: Kentucky

1917 (b) 1 (C) (4) X If an individual covered under a long-term care
insurance policy received benefits for which
assets or resources were disregarded as
provided for in Attachment 2.6-A, Supplement 8c
(State Long-Term Care Insurance Partnership),
the State does not seek adjustment or recovery
from the individual’s estate for the amount of
assets or resources disregarded.

TN No: 08-009
Supersedes Approval Date: 10/17/08 Effective Date 7/14/2008
TN No: 03-014



SUPPLEMENT 8¢ TO ATTACHMENT 2.6-A
Page 1

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State: Kentucky

STATE LONG-TERM CARE INSURANCE PARTNERSHIP

1902(r)(2) The following more liberal methodology applies to individuals who are
1917(b)(1)(C) eligible for medical assistance under one of the following eligibility groups:

Section 1902(a)(10)(A)(ii)(V) of the Act.

An individual who is a beneficiary under a long-term care insurance policy that
meets the requirements of a “qualified State long-term care insurance partnership”
policy (partnership policy) as set forth below, is given a resource disregard as
described in this amendment. The amount of the disregard is equal to the amount
of the insurance benefit payments made to or on behalf of the individual. The
term “long-term care insurance policy” includes a certificate issued under a group
insurance contract.

X The State Medicaid Agency (Agency) stipulates that the following requirements
will be satisfied in order for a long-term care policy to qualify for a disregard.
Where appropriate, the Agency relies on attestations by the State Insurance
Commissioner (Commissioner) or other State official charged with regulation and
oversight of insurance policies sold in the state, regarding information within the
expertise of the State’s Insurance Department.

e The policy is a qualified long-term care insurance policy as defined in section
7702B(b) of the Internal Revenue Code of 1986.

e The policy meets the requirements of the long-term care insurance model
regulation and long-term care insurance model Act promulgated by the
National Association of Insurance Commissioners (as adopted as of October
2000) as those requirements are set forth in section 1917(b)(5)(A) of the
Social Security Act.

TN No: 08-009

Supersedes Approval Date: 10/17/08 Effective Date: 7/14/2008
TN No: None



SUPPLEMENT 8c TO ATTACHMENT 2.6-A
Page 2

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State: Kentucky

STATE LONG-TERM CARE INSURANCE PARTNERSHIP

e The policy was issued no earlier than the effective date of this State plan
amendment.

e The insured individual was a resident of a Partnership State when coverage
first became effective under the policy. If the policy is later exchanged for a
different long-term care policy, the individual was a resident of a Partnership
State when coverage under the earliest policy became effective.

e The policy meets the inflation protection requirements set forth in section
1917(b)(1)(C)(11)(IV) of the Social Security Act.

e The Commissioner requires the issuer of the policy to make regular reports to
the Secretary that include notification regarding when benefits provided under
the policy have been paid and the amount of such benefits paid, notification
regarding when the policy otherwise terminates, and such other information as
the Secretary determines may be appropriate to the administration of such
partnerships.

o The State does not impose any requirement affecting the terms or benefits of a
partnership policy that the state does not also impose on non-partnership
policies.

o The State Insurance Department assures that any individual who sells a
partnership policy receives training, and demonstrates evidence of an
understanding of such policies and how they relate to other public and private
coverage of long-term care.

e The Agency provides information and technical assistance to the Insurance
Department regarding the training described above.

TN No: 08-009
Supersedes Approval Date: 10/17/08 Effective Date: 7/14/2008
TN No: None



Revision: HCFA-PM-91-4 (BPD) ATTACHMENT 2.6-A
August 1991 Page 6a

OMB No.: 0938-
State: Kentucky

Citation

Condition or Requirement

<

e

<

<

I

[

I]><

Supplement 2 to ATTACHMENT 2.6-A specifies the resource levels for mandatory and

optional categorically needy poverty level related groups, and for medically needy
groups.

Supplement 7 to ATTACHMENT 2.6-A specifies the income levels for categorically
needy aged( blind and disabled persons who are covered under requirements more
restrictive than SSI.

Supplement 4 to ATTACHMENT 2.6-A specifies the methods for determining income
eligibility used by States that have more restrictive methods than SSI, permitted under
section 1902(f) of the Act.

Supplement 5 to ATTACHMENT 2.6-A specifies the methods for determining resource
eligibility used by States that have more restrictive methods than SSI, permitted under
section 1902(f) of the Act.

Supplement 8a to ATTACHMENT 2.6-A specifies the methods for determining income

eligibility used by States that are more liberal than the methods of the cash assistance
programs, permitted under section 1902(r) (2) of the Act.

Supplement 8b to ATTACHMENT 2.6-A specifies the methods for determining resource
eligibility used by States that are more liberal than the methods of the cash assistance
programs, permitted under section 1902(r) (2) of the Act.

Supplement 8¢ to ATTACHMENT 20.6-A specifies the methods for determining
resource eligibility used by State that are more liberal than the method of the cash
assistance permitted under sections [902(r)(2) and 1917(b)(1)(C) of the Act.

Supplement 9b to ATTACHMENT 2.6-A specifies the criteria used for transfer of assets
under section 1917(c) of the Act, which affects the eligibility of institutionalized
individuals on or after February 8, 2006.

Supplement 10 to ATTACHMENT 2.6-A specifies the criteria used to exclude the assets
transferred into a Medicaid trust because of undue hardship for categorically needy
individuals, as permitted under section 1902(d)(4) ot the Act.

Supplement 11 to ATTACHMENT 2.6-A specifies cost effectiveness methodology for
COBRA continuation beneficiaries.

Supplement 12 to ATTACHMENT 2.6-A specifies the variations from the basic personal
needs allowance under section 1902(a)(50) of the Act. It also specifies the AFDC
covered groups and the income and resource eligibility criteria for low-income families
under section 1931 of the Act.

Supplement 13 to ATTACHMENT 2.6-A specifies the treatment of available income and
resources for certain institutionalized spouses with a community spouse under section
1924 of the Act.

SPA: 08-009
Supersedes
SPA: 92-1

Approval Date: 10/17/08 Effective Date: 7/14/2008



Revision: HCFA-PM-91-4 (BPD) ATTACHMENT 2.6-A
August 1991 Page 6b
OMB No.: 0938-

State: Kentucky

Citation Condition or Requirement

Supplement 14 to ATTACHMENT 2.6-A specifies the income and resource requirements
used by States for determining eligibility of Tuberculosis-infected individuals whose
eligibility is determined under section 1902(z)(1) of the Act.

X Supplement 15 to ATTACHMENT 2.6-A specifies disqualification for long term care
assistance for individuals with substantial home equity.
SPA: 08-009 Approval Date: 10/17/08 Effective Date: 7/14/2008
Supersedes

SPA: None



SUPPLEMENT 9 (b) to ATTACHMENT 2.6-A
Page 1

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State: Kentucky

TRANSFER OF ASSETS

1917 (c) FOR TRANSFERS OF ASSETS FOR LESS THAN FAIR MARKET VALUE MADE
ON OR AFTER FEBRUARY 8, 2006, the agency provides for the
denial of certain Medicaid services.

., Institutionalized individuals are denied coverage of
certain Medicaid services upon disposing of assets for
less than fair market value on or after the look-back
date.

The agency does not provide medical assistance coverage
for institutionalized individuals for the following
services:

Nursing facility services;

Nursing facility level of care provided in a
medical institution;

Home and community-based services under a
1915 (c) or (d) waiver.

2. Non-institutionalized individuals:

The agency applies these provisions to the
following non-institutionalized eligibility
groups. These groups can be no more restrictive

TN No: 08-009
Supersedes Approval Date: 10/17/08 Effective Date: 7/14/2008
TN No. 06-014



SUPPLEMENT S (b) to ATTACHMENT 2.6-A
Page 2

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State: Kentucky

TRANSFER OF ASSETS

than those set forth in section 1905(a) of the
Social Security Act:

The agency withholds payment to non-institutionalized
individuals for the following services:

Home health services (section 1905(a) (7));

Home and community care for functionally
disabled elderly adults (section 1905(a) (22));

Personal care services furnished to individuals
who are not inpatients in certain medical
institutions, as recognized under agency law and
specified in section 1905(a) (24).

The following other long-term care services for
which payment for medical assistance 1is
otherwise made under the agency plan:

TN No: 08-009
Supersedes Approval Date: 10/17/08 Effective Date: 7/14/2008
TN No. 06-014



SUPPLEMENT 9(b) to ATTACHMENT 2.6-A
Page 3

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State: Kentucky
TRANSFER OF ASSETS
3. Penalty Date--The beginning date of each penalty period
imposed for an uncompensated transfer of assets is the
later of:

e the first day of a month during or after
which assets have been transferred for
less than fair market value;

The State uses the first day of the
month in which the assets were
transferred

The State uses the first day of the
month after the month in which the
assets were transferred

or

e the date on which the individual 1is
eligible for medical assistance under the
State plan and is receiving institutional
level care services described in
paragraphs 1 and 2 that, were it not for
the imposition of the penalty period,
would be covered by Medicaid;

AND
which does not occur during any other

period of ineligibility for services by
reason of a transfer of assets penalty.

TN No: 08-009
Supersedes Approval Date: 10/17/08 Effective Date: 7/14/2008
TN No. 06-014



SUPPLEMENT 9 (b) to ATTACHMENT 2.6-A
Page 4

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State: Kentucky

TRANSFER OF ASSETS

4. Penalty Period - Institutionalized Individuals--
In determining the penalty for an institutionalized
individual, the agency uses:

X the average monthly cost to a private patient of
nursing facility services in the State at the
time of application;

the average monthly cost to a private patient of
nursing facility services in the community in
which the individual is institutionalized at the
time of application.

5. Penalty Period - Non-institutionalized Individuals--
The agency imposes a penalty period determined by using
the same method as is used for an institutionalized
individual, including the use of the average monthly
cost of nursing facility services;

imposes a shorter penalty period than would be
imposed for institutionalized individuals, as
outlined below:

6. Penalty period for amounts of transfer less than cost of
nursing facility care--

X Where the amount of the transfer is less than the
monthly cost of nursing facility care, the agency
imposes a penalty for less than a full month,
based on the option selected in item 4.

X The state adds together all transfers for less
than fair market value made during the look-back
period in more than one month and calculates a

TN No: 08-009
Supersedes Approval Date: 10/17/08 Effective Date: 7/14/2008
TN No. 06-014



SUPPLEMENT 9(b) to ATTACHMENT 2.6-A
Page 5

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State: Kentucky

TRANSFER OF ASSETS

single period of ineligibility, that begins on
the earliest date that would otherwise apply if
the transfer had been made in a single lump sum.

7. Penalty periods - transfer by a spouse that results in a
penalty period for the individual--

(a) The agency apportions any existing penalty
period between the spouses using the method
ocutlined below, provided the spouse is eligible
for Medicaid. A penalty can be assessed against
the spouse, and some portion of the penalty
against the individual remains.

(b) If one spouse 1s no longer subject to a penalty,

the remaining penalty period must be served by
the remaining spouse.

8. Treatment of a transfer of income—

When income has been transferred as a lump sum, the
agency will calculate the penalty period on the lump sum
value.

When a stream of income or the right to a stream of
income has been transferred, the agency will impose a
penalty period for each income payment.

X For transfers of individual income payments, the
agency will impose partial month penalty periods
using the methodology selected in 6. above.

For transfers of the right to an income stream,
the agency will base the penalty period on the
combined actuarial value of all payments
transferred.

TN No: 08-009

Supersedes Approval Date: 10/17/08 Effective Date: 7/14/2008
TN No. 06-014



SUPPLEMENT 9 (b) to ATTACHMENT 2.6-A
Page ©

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State: Kentucky

TRANSFER OF ASSETS

9. Imposition of a penalty would work an undue hardship--

The agency does not impose a penalty for transferring
assets for less than fair market wvalue in any case in
which the agency determines that such imposition would
work an undue hardship. The agency will use the
following criteria in making undue hardship
determinations:

Application of a transfer of assets penalty would
deprive the individual:

(a) Of medical care such that the individual's health
or life would be endangered; or

(b) Of food, clothing, shelter, or other necessities of
life.

10. Procedures for Undue Hardship Waivers

The agency has established a process under which
hardship waivers may be requested that provides for:

(a) Notice to a recipient subject to a penalty
that an undue hardship exception exists;

(b) A timely process for determining whether an undue
hardship waiver will be granted; and

(c) A process, which is described in the notice, under

TN No: 08-009
Supersedes Approval Date: 10/17/08 Effective Date: 7/14/2008
TN No. 06-014



SUPPLEMENT 9 (b) to ATTACHMENT 2.6-A
Page 7/

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State: Kentucky

TRANSFER OF ASSETS

which an adverse determination can be appealed.

TN No: 08-009
Supersedes Approval Date: 10/17/08 Effective Date: 7/14/2008
TN No. 06-014



SUPPLEMENT 15 TO ATTACHMENT 2.6-A
Page 1

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State: Kentucky

DISQUALIFICATION FOR LONG-TERM CARE ASSISTANCE FOR INDIVIDUALS WITH
SUBSTANTIAL HOME EQUITY

1917(%) The State agency denies reimbursement for nursing facility services and other
long-term care services covered under the State plan for an individual who does
not have a spouse, child under 21 or adult disabled child residing in the

individual’s home, when the individual’s equity interest in the home exceeds the
following amount:

X $500,000 (increased by the annual percentage increase in the urban
component of the consumer price index beginning with 2011,
rounded to the nearest $1,000).

An amount that exceeds $500.000 but does not exceed $750,000
(increased by the annual percentage increase in the urban component of

the consumer price index beginning with 2011, rounded to the nearest
$1,000).

The amount chosen by the State is

This higher standard applies statewide.

This higher standard does not apply statewide. It only
applies in the following areas of the State:

This higher standard applies to all eligibility groups.

This higher standard only applies to the following
eligibility groups:

The State has a process under which this limitation will be waived in cases of
undue hardship. Good cause is determined when the denial of a benefit results in
the loss of :
a. Medical care which shall result in an endangerment to the individual's

health or life; or
b. Food, clothing, shelter, or other necessities of life;

TN No: 08-009

Supersedes Approval Date: 10/17/08 Effective Date: 7/14/2008
TN No: None



