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GAL) United States 
General Accounting OffIce 
Washington, D.C. 20648 

Human Reeonrcee Division 

B-243774 

August 12, 1992 

The Honorable F’rank H. Murkowski 
United States Senate 

Dear Senator Murkowski: 

This report responds to your request that we determine whether the 
Department of Veterans Affairs (VA) could offset more of the costs of 
providing nursing home and domiciliary care in VA and community 
facilities through increased charges to veterans.’ As agreed with your 
office, we wiJl report separately on the potential for VA to recover some of 
the costs of nursing home and domiciliary care from the estates of 
veterans or their survivors. 

Background In fiscal year 1991, VA spent about $1.3 billion to provide nursing home and 
domiciliary care to about 97,000 veterans. This care was provided under 
three v~-supported programs: (1) nursing homes and domiciliaries owned 
and operated by VA, (2) community nursing homes that contract with VA to 
provide care, and (3) state veterans’ homes owned and operated by 40 
states.2 (See table 1.) 

‘Nursing homes provide care for persons who are not acutely ill or in need of ho@al au-e but require 
sldlled nursing care and related medical servicea. Domiciliaries provide shelter, food, and neceaaay 
medical care on an ambulatory &fare basis to veterans who are die&led by age or disease but not in 
need of sldUed numing care or hospitalization. 

WA contributes up to 66 percent of the cost to build or renovate state homes and pays stata a daily 
allowance (per diem) for each eligible veteran receiving care. 

Pmge 1 GAWHBD-92-86 Adopting SW.43 Copayment Practi~ 

; ,  .) ‘5. ,  I ,  
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Table 1: VA ExpendIturea for Nurrlng 
Homo and Domlcillary Care, by Source 
of Care (Fiscal Year 1991) 

Dollars in mlllions 

Program 
Number of Vetersns 

facllltles eewed VA coat 
VA-owned 

Nursing homes 
Domiciliaries 

126 28,000 $744 
32 19.000 168 

Subtotal 
Contract community 

Nursing homes 
Subtotal 

State veterans’ homes 
Nursing homes 

47,000 912 

3,400 28,000 284 
28,000 294 

60 15,000 81 
Domiciliaries 42 7,000 15 
Subtotal 22,000 99 

Total 97,000 $1,292 

Veterans’ eligibility for care and their out-of-pocket costs for care depend 
on the levels of care they need and the programs under which care is 
provided. All veterans with a medical need for nursing home care are 
eligible to receive such care in VA and community facilities to the extent 
that space and resources are available? VA is required to collect a fee, 
commonly known as a copayment, from  certain nonservice-connected 
veterans with incomes above a designated level ($18,171 for a single 
veteran in 1991). Nursing home care is free for other veterans who receive 
care in VA or contract community nursing homes (see app. II). 

Eligibility for VA domiciliary care is lim ited to veterans with incomes below 
a prescribed amount ($11,409 in 1!391).4 None of these veterans, however, is 
required to make any copayments for domiciliary care. a 

Each state establishes the eligibility and copayment requirements for 
admission to any of its veterans’ homes. VA has no direct control over 
admissions to state homes and pays per diem  amounts only for those 
veterans who would be eligible for care in a VA facility. The homes may 
admit both veterans and nonveterans. Nonveterans may not exceed 26 
percent of total residents. 

~eteram who do not have a serviceconnected disability are limited to 6 months of care in community 
nursing homes. A setviceconnected disability is one that results from an ix#uy or dieease incurred or 
aggravated during active military service. 

‘The income limit is based on VA’s maximum annual pension rate for single veterans needing aid and 
attendance. 
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In lQQ1,3Q of the 40 states with veterans homes required veterans to 
contribute to the cost of their care; only Georgia did not require veterans 
to make copayments. Of the 39 states that required copayments: 

l 16 set variable copayments based on the veterans’ incomes and assets; 
l 16 set variable copayments based only on the veterans’ incomes; and 
l 8 charged a fixed copayment regardless of veterans’ incomea or assets. 

(See fig. 1 and app. III.) 
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‘Igure 1: Copayment Requlrementr In State Votennr Home8 

Copayment based on income and assets (16) 

Copayment based only on income (15) 

Fixed copayment (8) 

No copayment (1) 

No state homes (10) 

Scope of Our Work We compared VA nursing homes and domiciliaries and contract community 
nursing homes to nine state veterans’ homes (in Yountville, California; 

Y  M iUedgeville, Georgia; Marshalltown, Iowa; Augusta, Maine; Chelsea, 
Massachusetts; M inneapolis, M innesota; Truth or Consequences, New 
Mexico; Sandusky, Ohio; and Orting, Washington). We determ ined 
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. how m uch of their operating costs were offset through copaym ents, 
l how m any veterans were required to m ake copaym ents, 
l how m uch individual veterans were required to contribute, and 
l what safeguards were used to help prevent financial hardships for the 

veterans and their fam ilies. 

See appendix I for a detailed description of our scope and m ethodology 
and the criteria used for selecting the nine state veterans’ hom es. 

Results in Brief 

. 

. 

VA could offset a larger portion of its nursing hom e and dom iciliary costs if 
the Congress authorized it to adopt charging policies sim ilar to those that 
m ost of the states we visited use to offset the costs of operating their state 
hom es. In ilscal year 1990, VA offset-through copaym ents of 
$260,~less than one-tenth of 1 percent of its costs to provide nursing 
hom e and dom iciliary care in VA and com m unity facilities. In com parison, 
the eight states we visited that charged for care offset from  4 to 43 percent 
of state hom e operating costs through copaym ents. If VA had o&et sim ilar 
percentages, its yearly recoveries would have been between $43 m illion 
and $464 m illion. 

S tate hom es offset a larger percentage of their operating costs through 
copaym ents than VA because 

m ore veterans are required to m ake copaym ents, and 
veterans who contribute toward the cost of their care are typically 
required to m ake larger copaym ents. 

S tate hom es also provide safeguards to help prevent copaym ents from  
impoverishing a veteran’s spouse or dependent children and to help 
ensure that veterans capable of returning hom e retain sufficient financial 
resources to return to the com m unity. 

States Rely Much Faced with widening gaps between operating costs and tax revenues, 

More Than VA on m any of the states we visited had implemented or increased copaym ents 
for state veterans’ hom e residents. Although the Congress established 

Copayments to Offset copaym ents for VA and contract com m unity nursing hom e care in 1936 and 

costi I 
added an additional $baday copaym ent in MO, VA offsets m uch less of its 
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nursing home and domiciliary costs through copayments than eight of the 
nine states we visited (see fig. 2).6 

Flguro 2: Percentage of Operating 
Budget Recovorod From Veterana in 
FY 1990 (by State Homes and VA) 

W  Porcontaffo Rocovemd 

45 

40 

35 

30 

26 

20 

16 

10 

6 

0 

81rlo Homrr Vlrltod snd Dopsrtmont of Votorsnr Affslrr 

GAO calculated these percentages from data provided by state home and Department of Veterans 
Affairs officials. 

The Augusta, Maine, home was excluded because the home could not separate veterans’ 
copayments from Medicaid reimbursements; therefore, we did not calculate the percentage recovered 
through veterans’ copayments. 

Note: Because of the unique way in which its state home’s operating costs are financed, Maine 
officials were unable to estimate the percentage of operating costs offs@ through copayments. 
Maine does not directly appropriate any funding to support the home’s operation. Instead, the 
home Is supported through (I) VA per diem payments, (2) Medicaid, and (3) veteran 
copayments. 

%cludee recoveries from nonveterarus in California (1 percent of home’s residents), Minnesota (3 
percent), New Mexico (6 percent), Iowa (12 percent), Washington (14 percent), and Maine (26 
percent). The homes were unable to separate amounts collected from veterans and nonveterans. 
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In 1981, we reported that many state homes were offsetting a portion of 
their operating costs through nongovernment sources, primarily through 
charges to veterans, but that there were opportunities to increase the 
charges0 We concluded that states should take full advantage of other 
sources of revenue, including charges to veterans, before seeking 
additional federal funding to help offset increasing state home operating 
COStS. 

Since 1983, five of the nine state homes we visited during our current 
review had either implemented or were considering implementing new 
policies on veteran copayments. Two of the states-I&ssachusetts and 
New Mexico-did so to avoid closing their state homes. 

Massachusetts did not require veterans to contribute to the cost of their 
care until August 1990. The Chelsea state home comman dant told us that 
the state home was faced with closure due to a $7OO,QOQ shortfall in state 
funding. Veterans’ service organizations, he said, were initially opposed to 
copayments. To avoid closure of the home, however, the veterans’ groups 
subsequently agreed to copayments set just high enough to cover the 
budget shortfall. 

Although the Chelsea home offset only 4 percent of its fiscal year 1990 
costs through copayments from  veterans, its copayment collections 
($674,418) were still more than twice VA’S nursing home collections 
nationwide ($260,389). If VA, like the Chelsea home, had recovered 4 
percent of its costs in fiscal year 1990, it would have offset $43 m illion of 
its nursing home and domiciliary costs. 

Like the Massachusetts home, the New Mexico state home at Truth or 
Consequences faced possible closure in late 1989 because of state budget 
shortfalls. Although the state had charged veterans for their care since the 
state home opened in early 1986, it believed the lack of a uniform  policy 
for determ ining veterans’ copayments was lim iting the state’s ability to 
offset the home’s operating costs. 

In January 1990, New Mexico implemented more stringent, uniform  rules 
on allowable income and asset exemptions and a standard method to 
determ ine veterans’ copayment amounts. These new rules allowed New 
Mexico to offset 43 percent of the operating costs of the Truth or 
Consequences home through copayments in fmcal year 1990. If VA, like the 

rtunities to Reduce VA and State Co&s and Improve Program 
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New Mexico home, had offiet 43 percent of its 1990 nursing home and 
domiciliary costs through copayments, it would have recovered $464 
m illion. 

Georgia, like Massachusetts and New Mexico, is facing serious budgetary 
problems. Currently the only state that does not require copayments, 
Georgia is considering adopting a copayment policy. 

In Ohio, state home officials told us that their home began operating more 
self sufflcientiy in July 1983 by shifting more of the cost burden to 
veterans, Collections from  veterans were earmarked for capital and 
equipment purchases, reducing dependence on state funding. In addition, 
the state expanded its capacity to care for veterans by using veteran 
copayments as matching funds to secure a VA construction grant for an 
addition to the state home. 

Finally, since it opened its first state home in 1983, Maine has required 
veterans to make significant copayments. Every resident in the Maine state 
home is expected to pay a flat rate, which is the difference between the 
cost of care and the VA per diem  payment, out of his or her own resources. 
Veterans who do not have sufficient resources to pay for their care must 
apply for Medicaid. The Medicaid program  then pays the difference 
between what the veteran was charged for care and what the veteran was 
able to pay. At the time of our visit in June 1991, about tw&tirds of the 
residents were receiving Medicaid assistance. 

Although VA, like the states, is facing steadily increasing costs under its 
nursing home and domiciliary programs, it has not focused on veterans as 
a potential source of revenues for offsetting those costs. In its November 
1991 report, however, VA’S Commission on the Future Structure of 
Veterans Health Care said that it would be difficult, if not impossible, in b 
the long run to obtain significant increases in funds through direct 
appropriations. Although the report recommended that VA pursue other 
source8 of funding, such as recoveries from  other federal health programs, 
it did not explore veteran copayments as a potential source of revenues. 
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State Homes Exempt At seven of the eight state homes we visited that require veterans to 

Fewer Veterans From  contribute to the cost of their care, over 90 percent of the veterans made 
copayments in fiscal year 1991. By contrast, only about 1 percent of 

Copayments Than VA veterans discharged from  VA and contract community nursing homes and 
domiciliaries were subject to copayments7 This is because (1) VA exempts 
many veterans from  copayments on grounds other than financial criteria, 
whereas the states used only financial criteria, and (2) VA uses more 
generous financial criteria for determ ining the veteran’s ability to make 
copayments than the states we visited. 

VA exempts three groups of veterans from  copayments based on 
non5nancial criteria: 

l Domiciliary residents (about 18 percent of long-term  care patients); 
l Service-connected veterans (43 percent of nursing home patients 

discharged from  VA and community nursing homes in 1OfU) even if the 
treatment is unrelated to their service-connected disability; and 

l All veterans who were former prisoners of war; served in the Mexican 
border period or World War I; or were exposed to certain toxic substances 
or radiation and need treatment for related conditions (these groups 
combined represent less than 1 percent of the veterans discharged from  VA 
and community nursing homes in 1991). 

Although the eight states, like VA, exempt from  copayments those vetersns 
whose financial resources were below some designated level, they used 
stricter financial criteria in determ ining a veteran’s ability to make 
copayments. In fucal year 1901, about 66 percent of the veterans 
discharged from  VA nursing homes and contract community nursing homes 
were considered unable to pay. Of these, 17 percent were automatically 
classified as unable to pay because their incomes were low enough to 
qualify for a VA pension.8 The remaining 38 percent were considered unable 
to pay because they were either Medicaid-eligible or had total financial 
resources below a statutorily designated level that would require them  to 
make copayments, but above the level needed to qualipy for a VA pension 
or Medicaid. For example, a veteran with no dependents, no liquid sssets, 

Vhls &on diecueses veterans dlscluuged from VA and community nursing homes rather than 
veterans freated in them? facilities VA could not provide data on veterans treated in lQ91 by 
copayment etatue, disability, service history, or ability to pay, but could provide these data for VderaM 
dkharged The data include veteran6 diwharged to home and other care fadlit.les, and vetenuw who 
dkd. 

me VA penslone of veterans without dependenta are reduced to not more than &IO per month 3 
months after admkion to a VA mu&g home or don&U&y or a community numing home. VA 
pensions are not reduced for veterans entering state veterans’ home-s and are generally incUed in the 
veterans income for purpoees of establishing copayments. 
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and an annuaI income up to $18,171 would not be required to pay a 
copayment for VA nursing home care. The income level is adjusted upward 
for veterans with dependents. 

None of the state homes we visited automaticsIIy classifies a veteran as 
unable to pay if he or she receives a VA pension or is eligible for Medicaid. 
For example, Massachusetts and Ohio require single veterans to make at 
least m inimal copayments ($6 or less) if their annuaI incomes exceed 
$2,400 and $1,080, respectively. 

To demonstrate the effect of the VA exemptions on potential recoveries, 
we asked officials at the eight state homes to estimate the copayments 
they would have charged to three hypothetical veterans who would be 
exempt from  copayments if they obtained care in VA or community nursing 
homes. After combining the required copayments for the three veterans as 
a group, at the eight state veterans’ homes, the total daily copayments for 
the three veterans ranged from  $16 in Massachusetts to $145.11 in Iowa. 
(See pages 17 and 26.) 

S @ tes Generally Set 
Higher Copayments 
Than VA 

States generally require veterans to make higher copayments for care 
provided in their state veterans’ homes than VA requires for care in VA and 
communi~ nursing homes. In 1991, those veterans required to contribute 
toward the cost of care in VA or community nursing homes or domiciharies 
paid a fiat rate equivalent to $11.98 daily.8 In comparison, as shown in table 
2, the maximum daily rate for nursing home care in the eight state homes 
ranged from  $6 in Massachusetts to $92.66 in New Mexico. As discussed 
eatlier, Maine charged a ilat rate to aII veterans; the other homes charged 
veterans using a sliding scale based on income, assets, or both. Appendix 
IV discusses the systems used by VA and the eight state homes to 
determ ine ability to pay and the methods used to set copayment amounts. b 

@VA chargea a Oat fee of $628 for every BOday period of musing home care plus a daily charge of $6. 
We calculated the maximum daily rate for a BOday period as follows:[ [$628 + ($6 x f@)jDO] or $1138 
per day. 

Pqje 10 (MMilUbB2-96 Adopting State Copayment Practicer 



B-248774 

Table 2: Maxlmum Daily Copayment8 
for Nurrlng Home Care Votorm# homo Maximum dally copayment 

Truth or Consequences, NM $92.56 
Mlnneapolls, MN 90.60 
Ortina, WA 79.40 
Augusta, ME 77.56 

Marshalltown, IA 66.14 
Yountvllle, CA 29.59 
Sandusky, OH 18.74 
Chelsea, MA 5-w 

VA 11.98 
@To the extent that the veteran has available income, the Chelsea home charges copayments of 
$15 a day for its “hospital” level of care, recognized by Medicare as skilled nursing home care, 
and $5 a day for other nursing home care. 

To demonstrate the effect of the difference in copayment amounts, we 
asked officials at VA and the eight state veterans’ homes to estimate the 
daiIy copayments for three hypothetical veterans who would have been 
subject to the $11.98 daily copayment in VA and community nursing homes, 
for a total daily copayment for the three veterans as a group of $36.94. 
After combining the required copayments for the three veterans as a 
group, seven of the eight state veterans’ homes would have required the 
veterans to make higher copayments, ranging from  $48.77 in Ohio to 
$271.86 in M innesota, At the eighth state home, in CheIsea, Massachusetts, 
the copayments for each of the three veterans would have ranged from  $6 
to $16 per day depending on the level of nursing home care provided. (See 
pages 17 and 26.) 

States Have Each of the eight states we visited that charge veterans for their nursing 

Safeguards to Protect home and domicihary care used three primary safeguards to prevent such 
charges from  causing undue financiaI hardship on the veterans or their 

Veterhs and Their fam iIies.l” F’irst, none of the states require veterans to seII their homes if 

Families there is a reasonable expectation that the veteran wiII be able to return 
home or ifthe veteran has a spouse living in the home. In Iowa and 
M innesota, however, a single veteran with no prospect of returning home 
must sell or rent his or her residence and apply the proceeds toward the 
copayment amount. 

%atne relies on the safeguards established under the state’s Medicaid program. 
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Second, all eight states exclude a specified amount of the veteran’s 
monthly income from the copayment computation as a personal needs 
allowsnce. Exclusions for personal needs allowances range from $30 in 
New Mexico to $200 in Massachusetts. Additional amounts of the veteran’s 
income are excluded from the copayment computation in some states to 
allow veterans to pay health insurance premiums (Minnesota, New 
Mexico, and Ohio), make court ordered payments (California, Iowa, 
Massachusetts, Minnesota, and New Mexico), and/or pay other 
outstanding bills (Minnesota). 

FInally, each state hss provisions to protect the veteran’s spouse from 
impoverishment. In addition to excluding the principal residence, each 
state excludes a portion of the veteran’s income from the copayment 
computation. For example, Ohio permits the spouse to retain 60 percent of 
the veteran’s income. Similarly, California permits the spouse to retain a 
portion of the veteran’s income to meet the estimated living expenses of 
the household, including dependents. Although New Mexico includes the 
income and liquid sssets of both the veteran and his or her spouse in the 
copayment computation, it exempts over 96 percent of the couple’s liquid 
assets and 60 percent of their joint income from the copayment 
computation. 

Conclusions and Federal and state governments are facing mounting budget deficits at the 

Matters for same tune that health care costs continue to rise. In such an environment, 
the ability of governments to maintain current programs, let alone expand 

Consideration by the to serve an increasing aging population, is severely strained. To address 

Congress these pressures, state governments, more than the federal government, 
require veterans to contribute to the cost of nursing home and domiciliary 
Cal%. 

The Congress may wish to consider changing the current policy for 
charging veterans for care in VA and community facilities to help offset 
increased operating costs, fund care for more veterans, or both. The 
Congress also may wish to consider changing the copayment requirement-s 
by discontinuing automatic exemptions for certain types of veterans. Yet 
another option the Congress may wish to consider is increasing the 
amount of the copayment by instituting a higher fixed rate copayment or a 
variable rate copayment based on the veteran’s ability to pay. Any change 
in the law should be accompanied by adequate safeguards to help prevent 
placing an undue financial hardship on the veterans or their families. 
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Agency Comments The Secretary of Veterans Affairs, in a letter dated July 6,1992, said that all 
avenues, including increased cost sharing, that could offer solutions to the 
increasing escalaGon of costs for all types of medical care should be 
explored. VA said that the use of copayments as a means to provide less 
costly care will be carefully scrutinized as VA reviews eligibility reform. 

VA agreed with our conclusions that any expansion of the current 
copayment criteria would require congressional action and that any such 
action should be accompanied by adequate safeguards to help prevent 
placing an undue financial hardship on the veterans or their families. 

Unless you publicly announce its contents earlier, we plan no further 
distribution of this report for 30 days. At that time we will send copies to 
the Secretary of Veterans Affairs and interested congressional committees. 
We will also make copies available to others upon request. 

This report was prepared under the direction of David P. Baine, Director, 
Federal Health Care Delivery Issues. If you have sny questions you can call 
him on (202) 612-7101. Other major contributors are listed in appendix VII. 

Sincerely yours, 

Lawrence H. Thompson 
Assistant Comptroller General 
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e and Methodology 

To select the states for our field work, we obtained a directory of state 
veterans’ homes from the National Association of State Veterans’ Homes 
and contacted state home officials in each of the 33 states operating state 
homes at that time. We then determined if veterans were required to make 
copayments for nursing home care and, if so, how the amount of the 
copayment was set.’ 

From the 32 states that charge copayments for nursing home care: we 
judgmentaliy selected eight states that represented the different 
copayment bases and visited one state home in each state. We also visited 
a state home in Georgia, the only state that does not require any veterans 
to pay for nursing home or domiciiiary care. (See table I.1 for the states we 
Vi&Xi.) 

TabI 1.1: Stat0 Votomno’ Homo8 
vlobd, by copayment Baa. Coprymont 

Variable-based on income 
Stab votemnr’ home 
Yountville, CA 
Chelsea, MA 
Sandusky, OH 
Orting, WA 

Variable-based on income and assets Marshalltown, IA 
Minneapolis, MN 
Truth or Consequences, NM 

Fixed-regardless of income or assets 
No copayment-regardless of income or 

assets 

Augusta, ME 
Milledgeville, GA 

At the nine state homes, we interviewed officials to discuss the operation 
of the state home and how much of their operating costs are recovered 
from veterans. These off’ncials provided data on their fiscal year 1990 
operating costs and copayment collections, and from these data we 
calculated the percentage of operating budgets recovered from veterans. L 
We did not verify the accuracy of the data provided by the state home 
officiais. To accomplish the other three objectives-determining which 
veterans are required to pay, the methods used to determine how much a 
veteran pays, and the safeguards used to prevent financial hardships-we 
interviewed state home officials and obtained copies of the state homes’ 
rules and regulations. We aiso asked the state home officials to calculate 

lTenneeeee and Kentucky opened state veterans’ homes after we made our site eekctione. 

We focused on the 32 states that provide nursing home care because VA provides nmahxg home care 
to more veterans and apende more on this care than on domiciliary care. 
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Apps*1 
f!k!ope and Methodology 

the daily charge for six hypothetical veterans3 representing various 
financial and service-related situations. (See appendix V for details on 
these hypothetical scenarios.) 

To obtain information on VA'S policies for charging veterans and its cost 
recovery efforts, we reviewed VA laws, regulations, ruk and directives, 
and interviewed VA headquarters officials in the Medical Administrative 
Services, the Medical Care Cost Recovery and the Geriatrics and Extended 
Care offices. We also met with VA off’icials at the Des Moines and Atlanta 
VA medical centers. 

Our review wm performed from May 1991 to January 1992 in accordance 
with generally accepted government auditing standards. 

%ree of the hypothetical vetmans would not be xequired to make a copcwment to VA for nursing 
home care (Veteran 1,4, and 6). The other three (Veteran 2,3, and 6) would be requbed ta make 
copayments. 
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Legislative Authority for VA’s Copayment 
Requirements 

The Veterans Health Care Amendments of 1986 (Public Law 99-272) 
require VA to collect a fee, commonly referred to as a copayment, from 
certain veterans who receive nursing home care in VA’S own facilities or in 
community nursing homes under VA contract. The requirement applies to 
any veteran, unless he or she meets at least one of the following criteria: 

has a service-connected disability; 
is a former prisoner of war; 
is a veteran of the Mexican border period or World War I; 
was exposed to certain toxic substances or radiation and needs treatment 
for related conditions; or 
has a nonservlce-connected disability and is unable to defray the cost of 
care. Veterans eligible for Medicaid, receiving a VA pension,’ or having 
ilnancial resources below a prescribed level (see app. IV for discussion on 
the prescribed resource level) are considered unable to defray the cost of 
CWt!. 

The law specifies that veterans not meeting these criteria must agree to 
pay, for each 90 days of nursing home care, sn amount equal to Medicare’s 
inpatient deductible. In fiscal year 1991, these veterans were required to 
pay $628 for each 90 days of care in a VA nursing home or contract 
community nursing home. 

The Omnibus Budget Fkconciliation Act of 1990 (Public Law 101-608) 
expanded the copayment requirements for veterans not meeting one of the 
criteria that exempts veterans from copayments. In addition to the 90day 
period copayment required under the 1986 law, these veterans are required 
to pay an additional $6 for each day of nursing home care in a VA nursing 
home or contract community nursing home. 

‘Veterans receiving VA pensions are not required to pay for their care. However, under 33 C.F.R. 3.661, 
the pendons of veterans without dependents are reduced to not more than $30 per month 3 months 
after admit&on to a VA nursing home. The penelons of veteran8 in VA domiciliaries and community 
numing homes are also reduced. The penmions of veterana in state veterana homes are not reduced. 
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Appendix III 

, Basis for Setting Copayments in State 
Veterans Homes 

star 
Alabama 

Numkr of 
homoe Can provldW 

1 NH 
Copaymont bad@ 
Fixed fee 
Variable/Income & assets0 

California 
Colorado 
Connecticut 

Arkansas 1 NH&DOM 
1 NH&DOMd 
3 NH&DOM 
1 DOMd 
1 DOM 
2 NH&DOM 
1 NH&DOM 
3 NH&DOM 
1 NH&DOM 
1 NH&DOMd 
1 NH&DOM 

Variable/income only 
Variable/income & assets0 
Variable/income & assets 

Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Iowa 

Variable/Income only 
No copayment 
Variable/income & assets 
Variable/Income onlv 
Variable/income 81 assets 
Variable/income 81 assets 

Kansas 
Kentuckv 
Louisiana 
Maine 

Variable/Income only 
1 NH 
1 -NH&DOM 
3 NH 

Variable/income & assets 
Variable/income & assets 
Fixed fee 

Marvland 1 NH&DOM Fixed fee0 
Massachusetts 
Michigan 
Minnesota 

2 NH&DOMd 
2 NH&DOM 
2 NH&DOM 

Variable/income only 
Variable/income & assets 
Variable/income & assets 

Mississippi 
Missouri 
Montana 

1 NH 
4 NH 
1 NH&DOM 

Nebraska 
New Hampshire 

4 NH&DOM 
1 NH 

New Jersev 
New Mexico 
New York 

3 NH&DOM 
1 NH&DOM 
1 NH 

Fixed fee 
Variable/income & assets 
Variable/income & assets 
Variable/income & assets 
Variable/income only 
Variable/income only 
Variable/income & assets 
Fixed fee 

North Dakota 1 DOM 
Ohio 
Oklahoma 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Vermont 
Washinaton 

1 NH&DOM 
6 NH&DOM 
3 NH&DOM 
1 NH&DOM 
2 NH 
1 NH&DOM 
1 NH 
1 NH&DOM 
2 NH&DOM 

Variable/income only 
Variable/income only 
Variable/income only 
Variable/income only 
Variablelincome only 
Variable/income only 
Variable/income 81 assets 
Fixed fee 
Fixed fee 
Variable/income only 
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Bade for satring copaymenta in state 
Veteruu Homer 

state 
West Virginia 

Number of 
homes Care provldwP 

1 DOM 

Copayment basisb 
Variable/income only 

Wisconsin 1 NH&DOM Fixed fee 

Wvomina 1 DOM Variable/income & assets 

Source: Discussions with state veterans homes officials in each state, 

The type of care provided is nursing home (NH) and/or domiciliary (DOM). 

bUnless otherwise noted, states providing nursing home and domiciliary care use the same 
copayment basis for both types of care. 

Qomiciliary copayments are based on income only. 

dThls state also provides some limited care that VA recognizes as acute (hospital) care. 
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j Comparison of the Systems Used by VA and 
the Eight States Visited by GAO to Assess 
Ability to Pay 

VA’s System for Certain veterans are automatically eligible for free care from VA and make 

Determining Ability to no copayments. If a veteran does not automatically qualify for free care, VA 
must assess the veteran’s income and assets and his or her family’s income 

P&Y to determine whether a copayment is required. 

To determine ability to pay, VA first determines the income of the veteran, 
the veteran’s spouse, and any dependents. The types of income include 
Social Security benefits, U.S. Civil Service retirement, U.S. Railroad 
Retirement, military retirement, unemployment insurance, any other 
retirement income, total wages from all employers, interest and dividends, 
workers’ compensation, black lung benefits, and any other income from 
the calendar year prior to the veteran’s application for care. 

If the income is greater than a prescribed amount, the veteran must pay 
the copayment. In 1091, the prescribed income threshold was $18,171 for 
veterans with no dependents. The threshold is adjusted upward for each 
dependent. Regardless of how much any veteran’s income exceeds the 
limit, each veteran pays $628 per fKMay period of nursing home care, plus 
$6 per day. 

If the veteran’s income is below the prescribed threshold, VA will review 
the veteran’s income and assets to determine his or her ability to pay. The 
types of assets included in the assessment are stocks, bonds, notes, 
individual retirement accounts, bank deposits, savings accounts, and cash. 
Primary residence and personal property are excluded. The veteran’s 
debts are subtracted from the market value of the assets to determine net 
worth. lfthe sum of the veteran’s annual income and net worth exceeds 
$66,666, the veteran must pay the copayment. However, the veteran’s case 
will be reviewed periodically by VA to determine if the veteran must 
continue to make copayments. If the sum of the veteran’s income and net 
worth is $60,000 or less, the veteran is not required to make copayments. 

Systems Used by the 
Eight States to 

Table IV.1 summa&e s the main features of the systems used by the states 
to asess whether a veteran has the ability to pay and to set the amount of 
the veteran’s copayment. 

Determine Ability to 
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Compulaon oftbe Syet8ma Ueed by VA end 
the Eight Statm Vimited by GAO to haeu 
Abuttqta Pby 

Tsbla IV.1 : St&o Homo@’ Syrtomr for 
Dotormlning Ablllty to Pay ind to 
Computa Votorma’ Copclymonto for 
Nurolng Homo Cwo 

Income counted toward 

stat. 
CA IA ME’ MA MN NM OH WA 

copayment 
Veteran’s incomeb x x x x x x x Xm 

Spouse’s incomeb X 
Assets counted toward 

copayment 
Veteran’s liquid assets0 
Veteran’s real property 
Spouse’s liquid assets0 

Income Allowances 

X Xd X X’ 
X’ X’ X’ 

x0 X 

Veteran’s personal needs Xh Xh Xh X” Xh X” Xh X” 
SDouse’s livina expenses X’ X’ Xk X’ X’ X’ XJ X’ 
Veteran’s health 

insurance premiums X x x x 
Veteran’s court ordered 

Davments x x x x x 
Ceiling on amount of 

copayment” x x x x x x x x 

(Table notes on next page) 
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TThla column shows the types of income, assets, and safeguards contained in the Maine 
Medicaid program. 

%come includes items such as wages, VA compensation, VA pension, Social Security benefits, 
any other retirement Income, interest income, and rental income. 

%lquid assets include such Items as checking and savings accounts and stocks and bonds. 

dUp to 50 percent of liquid assets are exempt. 

%w Mexico exempts $2,000 of liquid assets for the veteran and $2,000 for the spouse. Of the 
remaining liquid assets, only 5 percent is counted in the copayment calculation. 

‘The residence is considered only in the case of a veteran with no dependents or no prospect of 
returning home. Such a veteran must rent or sell the residence to convert it into income or a ilquid 
asset, which 18 counted in the copayment computation. 

Ore Maine Medicaid program considers the total assets of the Medicaid recipients and their 
spouses, but the spouses are provided an asset allowance. 

“To provide for the veteran’s personal needs, the veteran may retain $150 per month in California; 
$40 In Maine; $200 In Massachusetts; $85 in Minnesota; $30 in New Mexico; $90 In Ohio; and 
$182 in Washington. in Iowa, the personal allowance is a percentage of the veteran’s income. 

The veteran retains a portion of his income to meet the reasonable living expenses for the spouse 
and any dependents. 

In Iowa, 50 percent of the veteran’s income is retained for the spouse or a dependent; in Ohio, 50 
percent is retalned for the spouse or a dependent, 65 percent for two dependents, or 75 percent 
for three or more dependents; In New Mexico, 50 percent of the couple’s joint income is retained 
for the spouse. 

‘The veteran retains enough income to assure the spouse a monthly Income not to exceed $1,662 
in 1991. 

vhe Chelsea home has 66 beds that meet VA’s definition of nursing home beds for which the 
home charges up to $5 a day. The home has an additional 88 beds that are certified by Medicare 
as skliied nursing facility beds for which the home charges up to $15 a day. No spousal living 
allowance is given if the veteran occupies a $5 bed; however, a monthly allowance of $800 is 
given for the spouse if the veteran occupies a $15 bed. 

mAlthough the Washington home considers only income in setting the copayment, the home 
admits only those veterans whose liquid assets and real property are valued at less than $1,600. 

“The dally copayment celling is equal to or less than the daily cost of nursing home care. See 
table 2 for each state homes’ maximum dally rate for nursing home care. 

The following hypothetical examples illm trate the methods and 
safeguards used by two states-Ohio and New Mexico-to compute the 
copayments. We asked the statea to compute copayments for two 
hypothetical veterans.’ As shown in table lV.2, in Ohio, the first veteran’s 
total monthly income is reduced by one-half to allow for the spouse’s 

IAs discussed previously, we asked each state home to apply their copayment comput&on methods to 
SIX hypothetkal veterans. The fht veteran in the Ohio snd New Mexico examples Is hypothetical 
veteran 1, and the second veteran la hypothetical veteran 4. The hypothetical veterane sre described in 
sppendixV. 
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living expenses, and then a $90 monthly personal allowance for the 
veteran is subtracted. The remainder (8383) is the first veteran’s monthly 
copayment. The second veteran, on the other hand, is not married; 
therefore, Ns or her total monthly income is reduced only by the $90 
monthly personal allowance. Although tl& leaves $1,202 available for 
monthly copayments, no veteran’s monthly copayment in Ohio can exceed 
$670; therefore, the second veteran retains all income over $670. If either 
veteran had been paying health insurance premiums, the countable 
income would have been further reduced by the amount of the premiums. 

T&la IV.2: Copayment Computation 
for Two HypothetIcal Votomno for the 
Ohlo VoteraW Homo 

Incomehrwt conridered 
Veteran’s monthly income 
Less 112 for spouse 
Less $90 monthly allowance 
Countable income remaining 
Monthly copayment 
Monthly income remaining after 

first vetemn Second veteran 
$946.67 $1,292.00 
-473.34 0.00 

-90.00 -90.00 
383.33 1,202.oo 
383.33 570.00 

copayment and retained by veteran 0.00 632.00 

As shown in table lV.3, in New Mexico the liquid assets of the first veteran 
are reduced by $2,000 for both the veteran and the spouse. Afkr this 
reduction, 6 percent of the liquid assets is counted as potentially available 
for copayments, and this amount is added to the income of the veteran and 
spouse. Their combined countable income and assets are then reduced by 
one-half to allow for the spouse’s living expenses. The remaining amount 
is reduced by the $30 monthly personal allowance, and the remainder after 
this reduction is the first veteran’s monthly copayment. Because the 
second veteran is not married, he or she is allowed only a $2,000 reduction 
in assets, and the total income and assets are not reduced by one-half. If 
either veteran had been paying health insurance or court-ordered b 
payments, the countable income would have been reduced by those 
amounts. Additionally, if either veteran’s monthly countable income and 
assets exceeded $2,816 (the maximum monthly copayment), the veteran 
would retain all income in excess of the maximum. 
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Tablo IV& Copayment Computation 
for Two Hvnothetlcal Votonnr for the 
Now Moxlk Votorano’ Homo 

Incoma or A8a.t Con8ldor.d Wet vetoran Second veteran 
Total liquid assets 
Less $2,000 exemption 
Llauld assets after exemption 

$10,000.00 $3,400.00 
4ow.00 -2,OOO.OO 

6.ooo.00 1 MO.00 
5 percent of liquid assets 
Veteran’s monthly income 
Spouse’s monthly income 
Combined income and assets 

300.00 70.00 
+946.67 +1,292.00 

+1,006.33 +o.ou 
2.255.00 1362.00 

Less 112 for spouse -1;127.50 -0.00 
Less $30 monthly allowance -30.00 -30.00 
Countable assets and monthly income 1.097.60 1332.00 
Monthlv cooavment 1.007.50 1 X32.00 
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AppendixV 

Scenarios for Six Hypothetical Veterans 

To meet our objectives and help ensure data comparability, we asked state 
home officials to calculate the daily charge for the following six scenarios 
representing various financial and servic+related situations. 

Veteran 1 Age: 68 years old. 

Marital status: Married with one dependent (spouse). Spouse resides in 
residence. 

Disability: Service connected disability-lo-percent rating. Receives VA 

compensation. 

Flnsnclal InformatIon 
Annual lncomr Veteran Wages ($5OO/month) earned in past year-no longer capable of 

earning wages $6,000 
Retirement ($650/month) 10,200 
VA combensation (!MO/month) 960 

Spouse 
Annual interest income 
Wages ($1,OOO/month) 

200 
12,000 

Annual interest income 100 
Ao$etr Joint Value of residence (no outstanding debt) 50,000 

Checking and savings accounts 10,000 
Debt8 Joint Current outstanding credit card debt 600 

Health insurance premium for spouse ($30/month) 360 
Household expenses ($2W/month) 2,400 

V&era 2 Age: 68 years old. 

Marital status: Married with one dependent (spouse). Spouse resides in 
residence. 

Disability: Nonservice-connected disability. Does not receive a VA 
pension. 
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&a& for Sir Hypothaticd Veteran0 

~~~ ~-~ 
Flnanclal information 
Annual income Veteran Wages ($5W/month) earned in past year-no longer capable of 

earning wages $6,000 
Retirement ($650/month) 10,200 

Spouse 
Annual interest income 
Wages ($l,OOO/month) 
Annual interest income loo 

Aaeetr Joint 

Debts Joint 

Value of residence (no outstanding debt) 50,000 
Checking and savings accounts 10,000 
Current outstanding credit card debt 600 
Health insurance premium for spouse ($30/month) 360 
Household expenses ($2W/month) 2,400 

Veteran 3 Age: 68 years old. 

Marital Status: Never married, no dependents. 

Dieability: Nonservice-connected disability. Does not receive a VA 
pension. 

Financial Information 
Annual Income Veteran Retirement ($WO/month) $10,6W 

Social Securitv ($500/month) 6.000 

Awet 

Debt. 

Veteran 
Annual interest income 
Does not own a home 
Stocks and bonds 
Checking and savings accounts 
None 

500 

20,000 
13,000 

Veteran 4 Age: 74 years old. 

Marital status: Never married, no dependents. 

Disability: Nonservice-connected disability. Does not receive a VA 
pension. 
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fikamrtoe for SIX Eypothetid V&mm 

Financiel Information 
Annual Income Veteran Retirement (S75Olmonthl $9,ooo 

Social Security ($5OO/month) 
Annual interest income 

6,ooO 
500 

A,rrtr Veteran Does not own a home 
Stocks and Bonds 
Checking and savings accounts 

1,400 
zoo0 

Debta Nnnn 

Veteran 5 Age: 70 years old. 

Marital status: Never married, no dependents. 

Disability: Nonservice-connected disability. Does not receive a VA 
pension. 

Flnanclal lnformatlon 
Annual Income Veteran Retirement ($1 ,OOO/month) $12,000 

Social Security ($650/month) 7,600 
Annual interest income 500 

Asaetr Veteran Does not own a home 
Stocks and bonds zoo0 
Checkina and savinas accounts 5.000 

Dabta None 
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Appsn~V 
seenut for six Hypotlletlcel v&are&e 

Veteran 6 Age: 81 years old. 

Marital status: Widow/widower, no dependents. 

Dieability: Nonservice-connected disability. Receives a VA pension. 

Flnanolal InformatIon 

Annual Incoma 

Aewtr 
Dobta 

Veteran Social Security ($450/month) 
Annual VA pension 
None 
None 

$5,400 
1,733 
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Comments From the Department of 
Veterans Affairs 

THE SECRETARY OF VETERANS AFFAIRS 
WASHINGTON 

JUL 6 1992 

Mr. David P. Baine 
Director, Federal Health Care 

Delivery Issues 
human resources Division 
U. S. General Accounting Office 
441 G Street, WW 
Washington, DC 20548 

Dear Mr. Baine: 

I have reviewed your draft report, B Qffaettigq . 
bona-term cow Costs BY AW&ina Btata cmfhxnmt ~~~~tio~e 
(GAO/HRD-92-96). I agree with your conclusion that if VA is to 
expand current copayment criteria, Congress will have to enact 
legislation allowing such action. Also, I strongly support GAO's 
conclusion that any change in policy should be accompanied by 
adequate safeguards to help prevent placing an undue financial 
hardship on the veterans or their families. 

As the report states, VA is legislatively mandated to exclude 
certain categories of patients from making copayments for their 
care. All veterans with a medical need for nursing home care are 
eligible to receive such care in VA operated nursing homes to the 
extent that space and resources are available. Eligibility for 
non-service connected veterans to receive care in Community Nursing 
Homes sponsored by VA is generally limited to six months and only 
if they are transferred from a VA health-care facility. Service- 
connected veterans, and certain non-service connected veterans, 
e.g., World War I and former POWs, by law, make no copayments and 
have the highest priority in nursing home placements. Non-service 
connected veterans whose incomes require that they make a copayment 
are in the lowest priority group for nursing home placement. The 
amount of copayment is established by law and is based on income 
limitations as well as eligibility criteria. unless Congress acts 
to change the law, VA must continue to provide care within the 
current eligibility and copayment criteria. 

I recognize the issue of cost sharing is an important one. 
The increasing escalation Of costs for all types of medical care 
necessitates that we examine all avenues that could offer 
solutions. The Department is reviewing eligibility reform and will 
carefully scrutinize the issue of copayments as a means to provide 
less costly care. 

Thank you for the opportunity to comment on this report. 

EJD/vz a 
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Major Contributors to This Report 

- Human Resources 
Division, 
Washington, DC. 

Atlanta Regional Ira B. Spears, Regional Management Representative 

Office 
Nancy T. Toolan, Evaluator-in-Charge 
M ike Duvall, Evaluator 
Paige Smith, Evaluator 
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