NOV 99 2007

COMMONWEALTH OF PENNSYLVANIA
DEPARTMENT OF PUBLIC WELFARE

P.O. BOX 2675
HARRISBURG, PENNSYLVANIA 17105-2675
Estelle B. Richman : Telephone 717-787-2600/3600
Secretary NOV 2 9 2007 FAX 717-772-2062

The Honorable Edwin B. Erickson
Senate of Pennsyivania
Harrisburg, Pennsylvania 17120

Dear Senator Erickson:

Enclosed is a proposed rulemaking that adds Chapter 283 (relating to burial and
cremation) to replace the existing burial regulations at Chapter 285 (relating to burial)
and amends Chapter 1251 (relating to funeral directors’ services).

This proposed rulemaking codifies policies that have been in effect since a
Notice of Rule Change was published at 30 Pa.B. 2957 (June 10, 2000). This proposed
rulemaking increases the maximum payment to funeral directors for burial or cremation
services to a standard $750 for all eligible individuals. This rulemaking also increases
maximum level of contributions that may be made by another agency or individual
towards burial expenses without reducing the Department payment. This amount is
increased from $180 to $750. Additionally, this proposed rulemaking eliminates several
restrictive requirements for burial, thus allowing families and funeral directors more
flexibility and choice in planning and selecting burial goods and services.  Finally, this
proposed rulemaking amends citations in Chapter 1251 (relating to funeral directors’
services) that reference Chapter 285 to conform to the addition of Chapter 283.

This proposed rulemaking, which amends the Pennsylvania Code, Title 55, by
adding Chapter 283, Payment for Burial and Cremation, to replace Chapter 285,
Payment for Burial and amending Chapter 1251, is submitted for review by your
Committee pursuant to the Regulatory Review Act.

The Department will provide your Committee with any assistance required to
facilitate a thorough review of this proposal.

Sincerely,

Estelle B. Richman
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Regulatory AnalysisForm
(10) Is the regulation mandated by any federal or state law or court order, or federal regulation? If yes,
cite the specific law, case or regulation, and any deadlines for action.

There is no mandate for this change.

(11) Explain the compelling public interest that justifies the regulation. What is the problem it
addresses?

This proposed rulemaking is needed because the maximum allowance for burial services in Chapter 285
is inadequate and does not reflect the prevailing costs to provide burial and cremation services. The
costs for transportation and preparation of the body, memorial services, gratuities to clergy and cemetery
procedures have increased considerably since current regulations were adopted in August 1977. This
proposed rulemaking is necessary to update the regulations to provide for a payment that more
adequately covers the actual costs of burial and cremation goods and services.

(12) State the public health, safety, environmental or general welfare risks associated with
nonregulation.

In general, there would be no public health, safety, environmental or general welfare risks associated
with nonregulation. Nonregulation may reduce the general cooperation by funeral service providers to
provide timely, efficient and effective burial and cremation services at the Department’s current
payment level, resulting in a burden on the deceased person’s remaining family members or the
community.

(13) Describe who will benefit from the regulation. (Quantify the benefits as completely as possible
and approximate the number of people who will benefit.)

This proposed rulemaking will benefit individuals acting on behalf of a deceased individual by allowing
more flexibility and choice in planning and selecting burial and cremation goods and services.

This proposed rulemaking benefits funeral directors and may benefit other members of the funeral
industry by providing increased payments that more adequately cover the actual costs of burial and
cremation goods and services. Increased payments reduce uncompensated costs that are incurred by
funeral directors and may reduce costs incurred by other funeral service providers. There are
approximately 240 funeral directors enrolled as providers who receive payment from the Department.
The Department made approximately 1,424 payments to funeral directors in the past two years.
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T | Regulatory Analysis Form
(14) Describe who will be adversely affected by the regulation. (Quantify the adverse effects as
completely as possible and approximate the number of people who will be adversely affected.)

No one will be adversely affected.

(15) List the persons, groups or entities that will be required to comply with the regulation.
(Approximate the number of people who will be required to comply.)

Funeral directors who are enrolled with the Department are required to comply with the proposed
rulemaking. There are approximately 240 funeral directors enrolled as providers who receive payment
from the Department. The Department made approximately 1,424 payments to funeral directors in the
past two years.

(16) Describe the communications with and input from the public in the development and drafiing of
the regulation. List the persons and/or groups who were involved, if applicable.

As a result of receiving both oral and written inquiries and comments from funeral service providers, the
Department analyzed the need for an increase in the payment for burial and cremation. The analysis
showed that the maximum payment for burial in current regulation is inadequate since costs for
memorial services, transporting of the body, gratuities for clergy and cemetery requirements have
increased considerably since adoption of the current regulation at 7 Pa.B. 2180 (August 5, 1977).
Subsequent to this analysis, the Department published a Notice of Rule Change (NORC) at 30 Pa.B.
2957 (June 10, 2000) and proposed rulemaking at 34 PaB. 1774 (April 3, 2004). As a result of all
comments received, this proposed rulemaking not only increases the maximum payment for burial and
cremation and maximum level of contributions that reduce Department payment, but also incorporates
requirements that permit flexibility and choice for consumers.
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Regulatory Analysis Form .~

(17) Provide a specific estimate of the costs and/or savings to the regulated community associated with

compliance, including any legal, accounting or consulting procedures which may be required.

Not applicable.

(18) Provide a specific estimate of the costs and/or savings to local governments associated with
compliance, including any legal, accounting or consulting procedures which may be required.

Not applicable.

(19) Provide a specific estimate of the costs and/or savings to state government associated with the
implementation of the regulation, including any legal, accounting, or consulting procedures which may
be required. '

The increase in burial payments since FY 2000-2001 resulted in increased State fund costs of $2.517
million since implementation through Fiscal Year 2006-2007. The estimated cost of $0.433 million in
State funds is anticipated in Fiscal Year 2007-2008.
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(20) In the table bclow provide an estimate of the fiscal savings and costs assomated w1th
implementation and compliance for the regulated community, local government, and state government

for the current year and five subsequent years.
Current FY FY +1 FY +2 FY +3 FY +4 FY +5
Year Year Year Year Year " Year

SAVINGS: 3 $ $ 3 $ $
Regulated Community
Local Government
State Government -
Total Savings 30 $0 $0 $0 $0 $0
COSTS:

Regulated Community

Local Government
State Government $433 $438 $442 3445 $448 $451

Total Costs $433 $438 $442 $445 $448 $451

REVENUE LOSSES:
Regulated Community
Local Government

State Government
Total Revenue Losses 30 $0 30 0] . %0 $0
(20a) Explain how the cost estimates listed above were derived.

These cost estimates are based on paid claims information which indicates a 76 percent increase in
claims in Fiscal Year 2000-2001, the first fiscal year of implementation. This increase was anticipated
due to the unusually low fees previously paid for these services, which resulted in many services never
being billed to the Department. The estimated costs reflect both the increase in utilization as well as the
update to the new maximum fee of $750 for burial services (from the previous fee of $350).

FY07-08 | FY08-09 | FY09-10 |FY 1011 |FY 11-12 | FY 1213
MA-Outpatient $433 $438 $442 $445 $448 $451
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(20b) Prov1de the past three- year expenditure history for programs affected by the regulahon
(Dollar Amounts in Thousands)

Program FY 2004-2005 FY 2005-2006 FY 2006-2007 FY 2007-2008
MA-Outpatient $842,991 $945,950 $671,472 $593,992
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(21) Using the cost-benefit information prdvidéd abbve, explaih how the benefits of the regulatioﬁ
outweigh the adverse effects and costs.

Reimbursement rates to funeral directors are being increased to reflect the Department’s commitment to
provide basic needs and services to indigent citizens.

(22) Describe the nonregulatory alternatives considered and the costs associated with those alternatives.
Provide the reasons for their dismissal.

No nonregulatory alternatives were considered since this proposed rulemaking will codify existing
policy in a NORC published at 30 Pa.B. 2957 (June 10, 2000).

(23) Describe alternative regulatory schemes considered and the costs associated with those schemes.
Provide the reasons for their dismissal.

There are no viable alternative regulatory schemes applicable to the provision of burial and cremation
goods and services.

(24) Are there any provisions that are more stringent than federal standards? If yes, identify the specific
provisions and the compelling Pennsylvania interest that demands stronger regulation.

No.
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Regulatory Analysis Fol
(25) How does this regulation compare with those of other states? Wil
at a competitive disadvantage with other states?

1 the regdlation pﬁt Peﬁnsylvania

A comparison with neighboring states indicates that their burial and cremation payments exceed
Pennsylvania’s payment rate. By increasing the Department’s payment rate, Pennsylvania’s payment
rate is more comparable with rates of other states. This proposed rulemaking will not put Pennsylvania
at a competitive disadvantage.

(26) Will the regulation affect existing or proposed regulations of the promulgating agency or other
state agencies? If yes, explain and provide specific citations.

This proposed rulemaking will add 55 Pa.Code Chapter 283 (relating to payment for burial and
cremation) to replace Chapter 285 (relating to payment for burial). This proposed rulemaking will also
amend citations in Chapter 1251 (relating to funeral directors’ services) that reference Chapter 285 to
conform to the addition of Chapter 283.

(27) Will any public hearings or informational meetings be scheduled? Please provide the dates, times,
and locations, if available.

[f warranted, meetings may be held with the Pennsylvania Funeral Director’s Association, as well as
other interested members of the funeral industry.
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Regulatory Analysis Form . -
(28) Will the regulation change existing reporting, record keeping, or other paperwork requirements?
Describe the changes and attach copies of forms or reports which will be required as a result of
implementation, if available.

There are no changes to existing reporting, record keeping or other paperwork requirements.

(29) Please list any special provisions which have been developed to meet the particular needs of
affected groups or persons including, but not limited to, minorities, elderly, small businesses, and
farmers.

There are no special provisions to this proposed rulemaking.

(30) What is the anticipated effective date of the regulation; the date by which compliance with the
regulation will be required; and the date by which any required permits, licenses or other approvals must

be obtained? :

This regulation is effective upon final publication in the Pennsylvania Bulletin for Chapter 1251
(relating to funeral directors’ services) and §§283.1, 283.3,283.4, 283.5, 283.6, 283.7,283.11,

283.22(1), 283.23, 283.24 and 283.31. The following amendments will be effective retroactive to July
3, 2000, for 283.21 and 283.22(2).

(31) Provide the schedule for continual review of the regulation.

This proposed rulemaking will be subject to internal review through the Department’s Quality Control
and Corrective Action review process which is monitored by the Federal Department of Health and
Human Services.
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