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DEPARTMENT OF HEALTH & HUMAN SERVICES

Health Care Financing Administration

Center for Medicaid and State Operavtionsf

7500 Security Boulevard -
Baltimore, MD 21244-1850

 April 7, 2000
M e /waéz ﬂ &
Dear State Medicaid Director: . —— L . .

Over the past few years, States have made enormous progress increasing access to health care
coverage for low-income, working families. |As a result of eligibility expansions, simplified
enrollment procedures, and creative outreach campaigns, millions more low-income children and
parents are eligible for health care coverage through Medicaid or through separate State

" Children’s Health Insurance Programs (SCH!IP) And yet, at the same time that States have made

expansions of coverage a priority, instances in whlch eligible children and parents have lost out on
coverage have come to light,

~ The delinkage of Medicaid from cash assistance has made it possible for States to offer low-
income families health care coverage regardl[ess of whether the family is receiving welfare, but it
has created challenges as well as opportunities for States. Last August, President Clinton spoke
to the National Governors’ Association (NdA) about the importance of ensuring that everyone
who is eligible for Medicaid is enrolled, and dlrected the Department of Health and Human

Services (HHS) to take several actions to 1mprove the health care avallable to low-income '
families. ‘ . ‘ '

Today, I am writing to provide guidance and mformatson that will bulld on our joint efforts to
improve eligible, low-income families’ ablhty to enroll and stay enrolled in Medicaid. We are
concerned that some families who left the Temporary Assistance for Needy Families (TANF)
program and who remain eligible for Medxcaxd or Transitional Medical Assistance (TMA) benefits
may have lost coverage, In addition, it appeziars that some children who became ineligible for
Supplemental Security Income (SSI) beneﬁts due to a change in the SSI disability rules may not
have been continued on Medicatd despite Congressxonally mandated requxrements

- This Ietter covers three related topics. First, it outlines a series of act.tons that all States must take
to identify individuals and families who have|been terminated improperly and to reinstate them to

- Medicaid. Second, it clarifies guidance on Federal requirements relating to the process for
redetermining Medicaid eligibility. Third, it irevis'ews the obligations imposed by Federal law with
regard to the operation of computerized ehgiblhty systems, We have also enclosed a set of -~
questions and answers to hclp States implement the guidance. We will continue to issue wntten

answers to questions that arise and make those questions and answers available to States on an
ongomg basis,
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instatement for Improper Medicai ination

Over the past several years, cash assistance rules have changed at both the Federal and State
levels. As a result of these changes to promote work and responsibility, and a strengthened
economy, many fewer families are receiving cash assistance. When eligibility for cash assistance
and Medicaid were delinked, Congress and the Administration took specific actions to assure that
Federal law continued to guarantee Medicaid eligibility for children and families who formerly
qualified for Medicaid through their receipt of cash assistance.

These changes required a significant retoéling of Medicaid eligibility rules and procedures at the
State and local level. In some cases, it appears that necessary adjustments to State and/or local
policies, systems and procedures have not been made.

Several States have taken action to reinstate coverage for families and children who have been
terminated improperly from Medicaid. Remst'atement is compelled by Federal regulations and
prior court decisions. Under Federal regu!atton 42 CFR 435.930, States have a continuing
obligation to provide Medicaid to all persons who have not been properly determined ineligible
for Medicaid. This includes individuals whose Medicaid has been terminated through computer .
error or without a proper redetermination of ehg1b1hty Therefore, all States must take steps to

identify individuals who have been terminated! improperly from Medicaid and reinstate them, as
described below. ‘ L ‘

A. Requirements for TANF-related terminations

* States must determine whether individuals and families lost Medicaid coverage when their
TANF case was closed, or when their TMA coverage period ended without a proper notice or
without a proper Medicaid redetcrmmatnoh mcludmg an ex parte review consistent with
previous guidance. For example, States should review whether their computer system
improperly terminated Medicaid coverageiwhen TANF benefits were terminated, and they
should consider whether families whose TANF termination was due to earnings were
evaluated with respect to ongoing Medicaid eligibility, including TMA. In addition, if a State
did not implement its Section 1931 category until some time after its TANF -program went
into effect, the State must review Medicaid/T ANF terminations that occurred before the State
had an operative Sectxon 1931 category.

B. Requirements for temunat ions of disabled children eligible for Medicaid under Section 4913
of the Balanced Budget Act of 1997 . : : '

Chi]_drcn who became ineligible for SSI due to the 1996 change in the SSIkdisability rules and
then were terminated from Medicaid either without adequate consideration of their eligibility
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under Sectxon 4913 of the BBA, or thhout a proper red etenmnanon mcludmg an ex parte
review consistent w:th previous guxdance, must be identified and reinstated. States must
compare the Social Security Administration (SSA) list of children whose Medicaid eligibility
was protected by Section 4913 and determine which, if any, of those’ children are not currently
receiving Medicaid or are receiving Medlcmd but are not identified as a Section 4913 child,

The Health Care Financing Administration (HCFA) and SSA will work with States to ensure
that States have the information that theiy need to identify Sectxon 4913 children. The results
of these cross-matches should be promptly rcported to the HCFA Regxonal Oﬁicc

C. Improper Dema!s of Ehgtbxhty

In some States, e 1g1ble mdwxduals applymg for both Medtcand &nd TANF may. have been denied
Medicaid improperly because eligibility f‘ietermmatmrls continued to be linked, While HCFA is not -
requmng States to 1dent1fy and enroll thesc apphcants WE encourage you to do so.

i."

&gnﬂgtgment

If, aﬁer a State-wide exammatxon of enrollment pohcxes and practxces it appears that there have
been improper terminations since their TANF plan went into effect, States must develop a -
timetable for reinstating coverage and conduictmg follow-up ehglblllty reviews as appropriate.
© Action to reinstate coverage should be takf:ni as quickly as possible, and States should keep their
HCFA regional office informed as they review their policies and practices and develop their plans
This gutdance should not delay State actwns to reinstate mdmduals that are a]ready under way

Because it may not always be clear or easy f‘or the State to dcterrmne whether a parucular
" individual was terminated properly, States that determine that problems in policy or practice did
cause individuals to lose Medicaid lmproperly may reinstate coverage without making a specific
finding that an individual termination was in fact improper. Such action is consistent with Federal
regulations that require that eligibility be detciermmed in a manner consistent with simplicity of
: acirmmstranon and the best interests of the apphcant or recipient (42 CFR 435, 902).

Federal Fmancxa] Partlmpatlon (FFP) will be avallable forup to 120 ‘days of coverage aﬁer
reinstatement; pending a redetermination of ongoing eligibility, rcgardless of the outcome of the -
redetermination process. ‘States that have developed reinstatement procedures have typically
reinstated individuals and families for a period of 60 or 90 days. Coverage provided during this
time period will not be considered for any M=dtca1d Ellgtbxllty Quahty Control (MEQC) purpose.

' If a State deterriines that there have been no mstances of improper termmatlon.s it should inform
the Regional Office of the review undertakenl and the basis for its conclusmns HCFA WIH
_provide asmstance to States throughout this process
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Contacting Individuglg ggsi Eﬂmﬂlﬁ” A o

 States may have to remstate mdwxduals and famﬁm who have not been in contact w:th the
Medicaid agency for some time, and should. t{ake all reasonable steps to identify the individual or
family’s current address. For example, Statcf', could check Food Stamp program records for a

~ more up-to-date address and alert caseworkelrs to the list of affected individuals so that these
~ individuals are identified if they contact the agency for other reasons: Other outreach efforts

might include nptxces to families receiving _chﬁd care services and telievxsxon and radio spots.

* In most situations, States will need to redetetmme \ehglbﬂlty aﬂcr remstatement to assess whether

- the family or individual is currently eligible for Medicaid. To ensure that families understand the
process and have adequate time to respond t0 requests for further mfcrmatlon, States should
allow a reasonable time for the review process. As noted above, FFP will be available for up to

' 120 days after reinstatement to allow States E dequate ttme to rcvxcw ongomg ehgxbthty

- Individuals and families whose most recent M edlcaxd ehglbthty determmatlon or redetermmanon -
- occurred less than 12 months before remstatement may be continued on Medicaid until {2 months
from the date of that last eligibility review, wnlthout any new redetermmatlon of eltglbthty In
these situations FFP will not be limited to ]2@ days. Individuals and families who have earnings

‘may be covered under. TMA and therefore weuld be sub]ect to the State $ TMA reportmg and
revnewprocedures T B T w«’

’When States redetenmne the ehglblhty of chxldren 1dent1ﬁed by SSA asa Secuon 4913 child, the
child does not lose pratection under Section ?913 ‘because of a prlor break in ehgibzhty
Continuous ehglbxhty is not a requlrement of Sectlon 4913

Many of the individuals and families who were terminated 1mproperly will have incurred medical

expenses that would have been covered unden}‘ Medicaid.” States have the option to provide:

~ payment to providers and individuals for the cost of services covered ‘under the State’s Medicaid

-plan provided between the time the mdmduaﬂ was terminated from Medicaid and reinstatement.
" FFP will be available to States that provide such retroactive payments including direct payments
by the State to individuals who had out-ef-pockct costs for services that would have been covered
by Medicaid had the individual not been tcrmmated from the program. FFP in direct payments

will be based on the full payment amount. FFP in payments to pamclpatmg Medicaid prowdcrs
will be at the Medtcald rate. ‘ A -
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Over the past fcw years, HCFA has 1ssued gu1dance on the redetermmatlon process (see letters

- issued February 6, 1997, April 22, 1997, November 13, 1997 June 5,1998 and March 22,

1999). - This guidance instructs States that mdxwduals must not be termmated from Medicaid -
unless the State has affirmatively explored and exhausted all possible avenues to eligibility, Tt also

outlines requirements for ex parte reviews. Howevcr recent reports indicate that inadequate *

redetermination proccdurcs have caused some eligible individuals and families to lose coverage,

- |
and some States have asked for more guidance in this area. As such,.this lctter restates and

clarifies the previous guidance on (1) mformatnon that can be reqwred at redctcrmmattons (2) ex
parte revnews and (3) exhaustmg all possxb!e avenues of € 1g1b;hty

lnformagon Regmred at Redetermmatlon

Pursuant to Federal regu lations (42 CFR 435 902 and 435, 916) States must lmnt the scope of

~ redeterminations to information tha is necessary-to. determine ongoing eligibility and that relates:

to circumstances that are subject to change, isuch as income and. re31dency -States cannot require
individuals to provide information that is not relevant to their ongomg eligibility, or that has

already been provided with respect to an eligibility factor that is not subject to change such as

date of birth or Umted States cltizenshlp

| Quesnons about the proper scope of a. redetermmatmn also arise when an individual. reports a

' Ex.m.@lisy_@x.

‘ change in circunistances before the next regularly scheduled redetermination. Federal regulatlons ‘
" require a prompt redetermination in such cases, but Statcs may limit their review to eligibility .

factors affected by the changed. circumstances and wait until the next redetermination to consider
other factors. For example if a State gencrally conducts a redetermination every. 12 monthsand a -
parcnt reports new earnings three months after the famxly s most recent redetcnnmatlon the State
must assess whether the individuals in the family continue to be ehglble for Medicaid in light of .

. the new earnings. However, it may wait untnl the next regularly scheduled rcdetermmatmn to.
3 cons:der other ehglbxhty factors : , ‘

States are reqmred to ccnduct ex parte reviews of ongomg Cllglblhty to the extem pussxble as
stated in HCFA’s previous guidance. By relymg on information available to the State Medicaid

~.agency, States can avoid unnecessary and reqetmve requests for mformattcn from families that .-

can add to administrative burdens, make it difficult for individuals and families to retain coverage,
and cause eligible individuals and famllies to lose coverage. States should use the following

gmdelmes and enclosed questlons and answe s in conductmg redetenmnatzons

| Progl ant rewrds States must make ali reasenable efforts to obtam relevant mformatmn from

- Medicaid files and other sources (subjec(t«to conﬁdentxahty.requr_rements) in‘order to conduct ex
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parte reviews. States generally have ready av.cess to Food Stamp zmd TANF records, wage and
payment information, information from SSA through the SDX or BENDEX systems, or State -
child care or chtld support files.

Family records. States must consider records in the individual's name as well as records of
immediate family members who live with that individual if their names are known to the State.
Again, this should be done in compliance with privacy laws and regulations.

Accuracy of information. States must rely on information that is available and that the State
considers to be accurate. Information that the State or Federal government currently relies on to
provide benefits-under other programs, such is TANF, Food Stamps or SSI, should be considered
accurate to the extent that those programs reé;uirc regular redeterminations of eligibility and
prompt reporting of changes in circumstances. Even if benefits are no longer being provided
under another program, information from that program should be rehed on for purposes of'
Medicaid ex parte reviews as long as the tnformatlon was obtained within the State’s time period -
for conducting Medicaid redetermmatmns unless the State has reason to believe the information is
no longer accurate.

Timing of redetermination. States have the oiption to schedule the next Medicaid redetermination
‘based on either the date of the ex parte revaew or the date of the last eligibility review by the
program whose information the State relied on for the ex parte review. Since the date of the ex
parte review will be the later of the two dates, States could reduce their administrative burden by
scheduling the next redetermination based on the ex parte review date.

Use of eligibility determinations in other programs. The responsibility for making Medicaid
eligibility determinations is generally limited 10 the State Medicaid agency or the State agency
administering the TANF program. However, the State may accept the determination of other

programs about particular eligibility requirements and decide ehgxbxhty n hght of all relevant
ehgxbn]tty requirements.

Obtaining inﬁ:rmaﬁon Jfrom individuals, ‘Tf ongoing eligibility cannot be established through ex
parte review, or the ex parte review suggests that the individual may no longer be eligible for
Medicaid, the State must provide the individual a reasonable opportunity to present additional or
new mformatxon beforc )ssumg a notice of termination,

Eth;sﬁgg All Possible qumggs«gf Ehg:bl ity

The Medicaid program has numerous and somenmes overlapping ehglbxhty categories. For
eligibility redeterminations, States must have systems and processes in place that explore and

. exhaust all possible avenues of eligibility. These systems and processes must first consider
whether the individual continues to be eligible{under the cutrent category of eligibility and, in the
case of a negative finding, explore eligibility under other possible eligibility categories.
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' ,The extent to whrch and the manner in which othrar possrble categorres must be explored Wl“
depend on the circumstances of the case and the information available to the State. If the ex parte
review does not suggest el\gtblhty under another category, the State must provide the individial a
reasonable opportunity to provide information to establish continued eligibility. As part of this
process, the State will need to cxplam the pclttentlal bases for Medicaid ellglbnhty (such as
dlsablllty or pregnancy) , : :

In addrtxon in States- wrth separate SCHIP programs children who become mclrgrble f0r
Medicaid are likely to be eligible for covcrage in SCHIP.  States should- develop systems for
ensuring that these children are evaluated and enrolled in SCHIP, as appropriate. As is consistent
- with the statutory requirements, States must coordinate Medxcald and SCHIP coverage.

. Cgmputenzed Ellg bility Sgstemg

Changes in ehgrblhty rules affecting cash ass:stance and Medicaid have reqmred States with
" computerized eligibility systems to modify then‘ computer-based systems,  1f a State has not
* modified its system properly, some applicants may be erroneously denied enrollment in Medicaid.
- In add:tlon some beneﬁcranes may lose coverage even though they still may be ehgrble

States have an obhgatxon under Federal Iaw to ensure that therr computer systemsarenot
improperly denying enrollment in, or terminating persons from, Medicaid. The attached questuous
and answers explain this obligation and present some practlcal suggestlons on how Statcs mrght
meet their responsibilities under the law. .| o

H

) clnk i

Most States are addressing the challenges aswcrated with changmg ehglbrhty rules and systems,
and many have developed promising new strategies for ensuring that children and families who are
not receiving cash assistance are properly evalluated for Medicaid. HCFA will work with States -
as they assess the need for reinstatement, provide technical assistance to States xmplementmg )
reinstatements, and facilitate exchanges among States to promote best practices to improve and -
streamline redetermination procedures. We anticipate that there will be many questions about the
reinstatement process and the redetermination guidelines. We will make every.effort to address
your questions promptly, and 10 post and maintain a set of questions and answers on HCFA's
website so that all States will be aware of how particular situations should be handled.

T
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As important as it is to correct problems that|have led ehgxble ch:ldren a.nd families to lose
coverage, it is equally important that we improve eligibility redetermination processes and ‘
computer systemis to prevent problems in the future. We are committed to working with you to-

implement this guidance to help achieve our mutual goal of an efﬁment effective Medicaid -

program that helps all eligible families. If you have any qucsnons conccmmg this letter, please
contact your reg:onal office.

Sincerely,

Director g
Attachment

cc. - B
All HCFA chlonal Adnumstrators -

All HCFA Assoc:ate Regional Admmxstrators
For Medlcaxd and State Operatlons

- Lee Partndge SRR o
Director, Health Policy Unit IR 3 R
American Pubhc Human Services Association| L

Joy Wilsoh "
Director, Health Committee n
National Conference of State Leg:slatures

Matt Salo T
Director of Health Legislation o i
" National Governors’ Association Director - S
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- QUESTIONS AND ANSWERS
B jetermin . - ,

When should 2 State rely on mfo:-matlon ava:lable through other program records" _ |

States must rely on all mformatwn thlat is reasonably avajlablc and that the State consxders
to be accurate. Information that the State or Federal government is relying on to provide

‘benefits under other programs, such as TANF, Food Stamps or SSI, should be considered
- accurate to the extent that those proémms require regular redeterminations of eligibility
and 1 prcmpt reporting of changes in circumstances. For examplc in the Food Stamp -
_ program, Federal law requires States|to recertify eligibility on a regular basis, and

individuals receiving food stamps are reqmred to report promptly any change in their
circumstances that would affect eligibility. Thus, information in Food Starhp files of
individuals currently receiving food stamp beneﬁts should be consadered accurate for

If benefits are no longer being paid under auother program, can mformatxon f rom
that program be rehed on for purposes of Medlcand ex parte revnews"

It ca.n'bc relied on 1f’ the mfonnatton was obtamed within theshme period established by the

State for conducting Medicaid redeterminations unless the State has reason to believe the
information is no longer accurate. Folr example, take the case of a State that normally
schedules Medicaid redeterminations every 12 months. Ifa child was determined
financially eligible for SSI in January, -2000 and then loses SSI on disability-related
grounds in March, 2000, the SSA ﬁnancml information should still be consndered accurate
when the State redetermines Medxcald elxg1b1l|ty in March, 2000

VWhen can the State schedule the next Medncmd redetermmatwn if it relies on
_information from another program for its ex parte revnew" '

' The State may schedule the next Medmmd redetermmahon based on the date of the ex

parte review or the date when the last |review of eligibility was conducted in the other

. program. For example, consider a State that normally schedulcs Medicaid . :
. redeterminations every six months and that determines, based on a Medicaid ex. parte
' review in March, that the family. continues to be eligible for Medicaid. If the ex parte’
- review relies on Food Stamp program mformanon and the last Food Stamp review took -
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- determination?

- relevant eligibility requirements.

: termmatmg (or denymg) ehglbnhty"

place in 'January thie State may wait U ntil Sepiéniber (six moinths from March) to schedule | o

| - its next Medicaid redetermination review, or it may schedule the next redetenmnatlon in
- June (snx months after the last Food Stamp recemﬁcation)

&

When can Medlcaxd accept another program s ellgibirity; requirement

‘ When an eligibility requiremént imder another program apphes equally to the Mcdlcaid
- ‘program,’the State may accept the other program’s determmation with respect to this

particular eligibility requirement. "For example, if the resource standard and method for

* determining countable assets under the State's TANF program were the same or more

restrictive than the assct rules in the Medicaid program, the Medicaid agency may accept

" TANF agency’s determination that a flamdy s assets fall below the Medicaid asset standard
‘without any further assessment on it own part rcgardmg this requirement. The Medicald

agency would then proceed to make a ﬁnal determmation of ehgibihty in ]lght of all

When an mdmdual reports a change in c:rcumstances bcfore the next regularly

scheduled redetermmation, must th - State conduct a full redetermmatmn at that
time? :

" No. ’I‘he State may imut thts redetermmatien to- those ehgtbihty factors that are affected

by the changed circumstances and wait until the next regular arly scheduled redetenmnatlon
to consider other ehgiblhty factors. For example, if a State generally conducts a

- redetermination every 12 months and 5 parent reports new eamings three months after the
family’s most recent redetermination, the State must assess whether the individuals in the.
- family continue to be eligible for Medtcaud in light of the new earnings. However, it may.
- wait' untll the next regularly schccluied redetenmnation to cons;der other ehgibihty factors

,Whether the State oonducts a f‘uil or limited redetermmanon whcn an individual repons a

change in c1rcumstancc Fedcral regulations require that the redetermination must be done
promptly : :

How must the State proceed to consnder all possnble avenues of e!ngibthty before .

- The systems.-and processr;s used by the State must first consrder whether the mdnvxduai
continues to be eligible under the current c.atcgory of ehgibihty and if not, explore
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' eligibility under other possible catég:ﬁes.'- The extent fo whlch and mannér in Whiéh dthéf
. possible categories must be explored will depend on the circumstances of the case and the
L ;information available té the State, - |~~~ T ' ‘ h

.

§ For example i the State has mformatmn in ltS Medtcard ﬁles (or other ava:lable program

 files) suggesting an individual is no lbnger eligible under the poverty-level catégory but .
_poteniially may, be eligible on some other basis (e.g., under the disability or pregnancy

- category), the State should consider elxgxbnhly under that category on an ex parte basis. If

~ the ex parte review does not suggest eligibility under another category, the State must
provide the individual a reasonable oppor’tumty to provide information to establish

.continued eligibility. - As part of this | process, the State will need to explam the potennai
bases for Medscald ehgtbxhty (such as dtsabnhty or prcgnancy) ‘

Q. ifa State has dctermmed that an lfadl\fldual is no longer ehgnble under the original .
category of coverage, does the State have the option to terminate coverage and ,
advise the individual that he or she may be ehglble undcr other categones and could

. reapply for Medlcmd" : ‘

- A. No. States must affi rmatwely expk)re all categones of cixglblhty before it acts to termmatc
+ Medicaid coverage - o T

y
i
i

-~ Q. Does this reqmrement to explore all categones of cm‘erage apply to Transitional .
' Medlcal Assistance? ‘When the TMA period is over, can the State termmate S
' covemge and advxse the f‘lmxiy to rcapply for Medn:md"

A. No TMA is llke any other Medlcald ehg1bthty category Ehgxbﬂxty under other .
- categories of coverage must be explored before coverage is termmated In |Ight of
‘expansions in.coverage, particularly ﬁi)l' children, many childfen in families | recexvmg TMA
“will contmue to be ehglble under other eitgxblhty categones

Q. My S@te’s Enmputgr systém m’ay be erroneously termmatmg Medicaid coverage
- when families leave cash ass;stance. Because of Y2K, programming on a number of

. priorities has been backed up. The|delinking reprogrammmg is scheduled to take - .
place this fa!l Is tlns an acceptablc corrective actmn" ' '
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A No. HCFA recognizes that Y2K delayed other priorities, and we know that it takes time
to make computer changes.. Howevelr States have an obligation to move expeditiously to
correct computer programming probiems that are leading to erroneous Medicaid denials
and terminations. HCFA will be workmg with States to correct computer problems and
will provide whatever assistance we can to help resolve the problem.

In the meantime, no person should be denied Medicaid inappropriately due to computer

error, and no person should have hxs/her Medicaid coverage terminated erroneously due to

computer error. Once a problem thh a State's computerized eligibility system has been

identified, the State must take immediate action to correct the problem. If programming

changes cannot be made immediately, an interim system to override computer errors must
""" be put in place to ensure that eligible mdmduals are not denied or losing Medicaid .

HCFA will review State procedures and State plans to adOpt new procedures as follow—up
~ to the Mcdtcaldl'l" ANF State reviews!

- Q. - Have other States expenenced these problems? How have they corrected the
problems?

A Each Si&te’s issues and processes are|unique. The measures that will be effective to
© remedy computer-based problems will vary from State to State. There are a number of
ways States can address these issues: - ‘

Correct the Computer Error -| The most direct way to remedy the problem is by

making the necessary changes|to the computer system. This should occur
expeditiously.

 Implement an Effective Back-Up System to Prevent Erroneous Actions— While
corrections to the computer system are being made, States must ensure that
erroneous actions do not occu:r States that have identified computer-based
problems in their systems have adopted different approaches; four different
approaches are described below. In each case, the State adopted a formal and .
systematic approach to-correcting computer-based errors. A simple instruction to
workers to override or work around computer errors is insufficient to ensure that
erroneous denials and terminations will not occur.

é:q:en’zsary review. To stop erroneous terminations from occurrmg due to
Medicaid/TANF delinking prohlems Pcnnsylvama required supervisors to review

+ all TANF case closures before any Medicaid termination could proceed. Having
trained supervisors review terminations (and denials) can prevent wrongful
terminations (and denials) from occurring,
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' Cefm al:zed review, Maryland mstltuted 2 System in whxch Iocal supemsors anda
State—leve! task force review|all Medicaid demals and terminations that coincide
with a TANF denial or termmatnon This system has been instrumental in ensunng 5

that thousands of eligible fammes were not denied or termmated from Medicaid -
whxle computer fixes were finalized. ‘

Peremptory mnsla{ement The State of Washmgton devxsed a system in which
cases to be terminated were given a next-day audit by caseworkers and managers.

Cases that continue to be eligible for Medlcald are remstatcd‘ before the case lS
- scheduled to be closed. :

Interim hold on case actions. A short-term moratorium on Medicaid case closings

" based.on certain computer codes pending implementation of other solutions might °
be an option for some States. Medicaid case closings could be held as long as
Federal requirements on the frequency of redetérminations are met.

!

Q.. Arethere any actwns that States must take before they alter their computer R |
- systems" ~

A.  Yes, Ingeneral, prior authorization from HCEA must be obtained in order for a State to-
' " receive federal matching funds for chlinges it makes to its computer systems. HCFA will
work with States and provide technical assistance as early in the planning process as
possible in an effort to help States ao:‘:omphsh thelr ObjBCtWC

<Q. Ts there addmonal funding ava:(able to help w:th the changes in the cemputer -
system? :

A. Yes. Per our letter of January 6, 2000 concemmg the $500 mxlllon federal fund - ,
' - established in 1996, there is federal ﬁ:imdmg available for computer modifications related to :
delinking. We encourage you to review that letter and the amount your State has available
. from the enhanced matching funds to imake changes needed as a result of the enactment of
Section 1931 (the delinking prowsmn) MMIS enhanced funding may a!so be available for
- some MMIS changes please ccnsult with your regnonal ofﬁce

 TOTAL P.13
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. sources (food stamp records, TANF

‘Even if benefits are no longer being
- that program’s files should be relied‘ oib r
ed by the state for conducting Medicaid

Requiring a comprehensive review.,

- continues to be eligible under the cu

SUMMARY OF PROPOSED

* Qverview Letter
This letter states our concern that far

i

HHS LETTERS ON TANF-MEDICAID

milies leaving TANF and disabled children on SSI

may. have been inadvertently dropped from the Medicaid rolls and provides an overview

of the three letters HHS is releasing

on the legal requirements that states have towards

these famlhes It credits the President. ‘ .

Requlrements far Redetermmatlo
- The letter details the following requ

' Lumting requests for information.

n of Eligibility
irements for the redetermination process:

When redetermining eligibility, states must limit the scope of their inquiry to information

that is necessary to determine ongoi
* - subject to change, such as income or

They cannot ask for date of birth or

Requiring ex parte reviews.

ng eligibility and that relates to 01rcumstances that are
residency.

Us citiienship.

In order to eliminate the need for infiiividuals to provide information that is already
available to states through other means, states must conduct an ex parte review, making

all reasonable efforts to obtain relev
etermmatmn of ehglblhty

States do not have to mdependently

ant 1nf0nnat10n from Medlcald files and other
files, and SSA mformanon) in order to make a

verify the information. in these files, and should

consider them accurate for the purposes of eligibility determination.

obtained in the time/frame establish
redeterminations.

provided under another prdgr_am, information from
on to determine eligibility if the information was

‘States must consider records in the individual’s names as weil as records of 1mrned1ate
famlly members if thexr names are known to the state.

States will not be liable for ehglbnht
this information.

. States must have systems in place th
termmatmg or denying eligibility. T

eligibility under other possible eligi

y determination errt)rs1 made because they relied on’

at explore all p0551b1e avenues of eligibility before
hey must first con31der whether the individual
rrent category of ehglblllty, and if not, explore
bility categories, including S-CHIP.



http:information.in

 Obligations to Individuals Improperly Terminated from Medicaid
“This letter details the requirements for reinstatement of coverage to mdmduals who were .

improperly terminated from Medica

F ederal regulatlons require that state

i1(:1

g

) they are found to be ineligible.

s provide Medicaid to all ehglble 1nd1v1duals until

" States have ¢ a cdntinuing obligation to provide Medicaid to everyone who has not been
iproperly determined ineligible for Medicaid, including individuals who have been
termmated through computer error or w1th0ut a proper redetermmatlon of 611 glblhty

‘States can reinstate coverage withou

terminated improperly.

‘Because it may be difficult to detern

be available for all individuals reins|

: spemﬂc determination that the termi

Requiring a state action plan.

t determining that an 1ndividual or group was.

nine whether a termindtion was appropriate FFP will .
tated. in accordance thh thls guidance even without a
nation was 1mproper

| . By 6/1, states must develop a plan to address ény impropef terminations of Medicaid
eligibles to be submitted to their regional office. These plans must include a tlmetable for

. remstatements and fol]ow—up eligibi

At a minimum, states must ‘1dent1fy

lity reviews.

whether individuals lost Medicaid coverage when:

. their TANF case was closed; their TMA coverage period ended without a proper notice -
or without proper redetermination; or their SSI case-was closed. States must also explore
" whether individuals applymg for TANF may have been denied Medlcsud 1mproper1y

because the Medlcald and TANF eh

Contactmg fannhes

States must take reasonable steps to
other state records ‘10 ﬁnd current ad

glblhty were stﬂl hnked

»

contact and reinstate fam1hes mcludmg rewewmg
dresses and other pertlnent 1nf0rmat10n ,

Redetermmmg ehg1b1 ity. once 1nd1v1duals are reinstated.

- Aftera famlly is 1dent1fied and re-er

120 days of coverage while redetern
redetermination process. g

Individuals and families whose mos
. 1ess than 12 months before reinstate

arolled in Medicaid, F FP WIH be available for up to

nination takes place, regardless of the outcome of the

t recent Medicaid eligibility determination occurred
ment are eligible for Medicaid until 12 months from

~ that last review. FFP W111 not be limited to 120 days in these lnstances

[




Coverage for medical care provided before re-enrollment m Medicaid.

- FFP will be available to states who provide payment to previders and individuals for
medical care provided to families between the time the individual was 1mpr0perly
termmated from Medicaid and his reinstatement. :

Operation of Computerlzed Ehgibxhty Systems

This letter asserts that states have an obligation under F ederal law to ensure that their
computer systems are not 1mpr0perly denying enrollment in or terminating eligibility for
Medicaid. There are q&a that present practical suggestions on how to meet this -
requirement attached to the letter. These qé&a also detail the steps necessary to claim

~ funds from the $500 million fund to pay for computer systems ehanges




STATUS UPDATE ON FEDERAL REVIEWS OF STATE MEDICAID ELIGIBILITY AND
ENROLLMENT PRACTICES. '

SUMMARY OF ACTIVITY T : i ‘ :
The national HCFA review of state Medicaid eligibility and enrollment began in September of 1999.
Currently, all 50 states have been visited by HCFA regional office staff, who have completed their initial
~evaluation of state practices. The reports have been sent to HCFA’s central office, which will review
them and send them to the states, who will havé two weeks to respond before the reports released to the

‘ pubhc ' *

P

In late May, HCFA will release the first four reports (AK, UT, NV, andiH]) to be completed. By mid-
-July, the next group of reports (CA, FL, KY, MI, SD, WI and WY) wil be ready for release. All of the
- reports will be released by the fall of 2000. ! o

_RESULTS FROM THE FIRST REPORTS
State reviews focused on two main issues:

e  Whether states had, as required by PRWOA, established a new Medicaid eligibility category (1931)
‘ to ensure that individuals who are no longer eligible for cash assistance retained Medicaid eligibility.

o Whether states had taken action, as required in the BBA (section 4913), to ensure that ¢hildren with
disabilities transitioning off SSI retained their Medicaid eligibility.

UTAH. The regional office review found that Utah did not implement the 1931 eligbility category until
November of 1999, causing families to be mappropnately denied Medicaid benefits, transitional
Medicaid, or be required to spenddown to retam their Medicaid e]ngnb:hty In addition, the state failed to
provide Medicaid benefits to the vast majority of the d:sabled children tranSItlonmg off SSI. ‘

HAWAIL The reglonal ofﬁce review found that Hawan failed to nnplement the 1931 ehglbl ity category,
resultmg in families bemg 111appropnately denied Medicaid benefits and trans&txonal Medicaid.

ALASKA The state is in compliance with Federal statute and regulatlon

NEVADA. The regional office review found tf at the state d|d not 1mplement the 1931 ehglblhty group
until March 19, 1999, resulting in families bemg mappropnately denied Medicaid benefits and
transitional Medicaid. In addition; the state has not appropriately xmp]emented seotxon 4913 resulting in
disabled chlldren losing access to Medtcand

WYOM ING. The, regional office review foundI that even though the state had implemented the 1931
eligibility category, families were inappropriately denied Medicaid benefits and transitional Medicaid.

PUBLIC REPORTS OF INAPPROPRIATE DENIALS OF ELIGIBILITY
Three states have independently reported that errors in their computer systems have caused the-systematic
denial of benefits to hundreds of thousands of people :

PENNSYLVANIA Approxnmately 40, 000 beneficiaries-were inappropriately terminated from Med;cald
F he state has begun to identify these individuals and asked them to reapply for benefits.

WASHINGTON. Approximately 100,000 beneficiaries were inappropriately termmatcd from Medlcald
The state has Iaunched an aggressive outreach campalgn to re-enrol these individuals.

|
MARYLAND Apprommately 60,000 benef iciaries were mapproprxately terminated from beneﬁts The

state is rev:ewmg case files to reinstate mdmdiuals where appropriate. ’ )
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Deciineé in Medicaid Enrollment: Has the Tide Turned?

New Data from 21 States Indxcate Recent Trends,

Help Assess Impact of Welfare

Reform, Medicaid Expansmns, CﬁIP

As the number of uninsured continues to climb, Medncald — the principal source of health coverage for the
low-income population — experlenced declines in enrollment beginning in 1995 and continuing through
1997. Recent federal and state policy efforts havef been aimed at improving coverage through Medicaid

and the Children’s Health Insurance Program, but

pohcymakers have been hampered by lack of timely data

to assess the impact on enrollment resulting from recent changes in welfare, job growth implementation of ‘,
the CHIP, and state efforts to streamline the Medmald enrollment process.

i

The Kaiser Commission on Medicaid and the Uninsured has conducted two studies to obtain recent
Medicaid enrollment data. The first, conducted in collaboration with Health Management Associates, is a

study provides state-by-state data on trends in ove
categories. The second study, conducted with the

~ pilot study that obtained Medicaid enrollment data for June 1997 to June 1999 directly from 2} states. This

1i'all Medicaid enrollment, as well as spemﬁc eligibility
Center on Budget and Policy Priorities, provides profiles

of state efforts to expand Medlcald eligibility, streamhne the enrollment process, and keep eligible families

enrolled.

i

The Commission will release new data from these studies with discussion from fexperts on what these

findings portend for the future. These states — inc

luding the 12 with the largest Medicaid enroliments plus

nine others selected to include broader representation — represented 73% of Medicaid enrollment in 1997:

~ Arkansas . Kansas ' - ' _Ohio
. California Mass’achusetts "~ Oklahoma
Florida ‘ Mich'igan T < Pennsylvania
Georgia ' New Jersey - ' . Tennessee
IMinois "~ NewMexico . . Texas-
Indiana - New York - Utah
Towa . North Carolina .1 Wisconsin
What: A Breakfast Briefing for Policymakers and the Media .
When: Wednesday, April 12, 2000 o
'+ 9:00 a.m. -10:30 a.m. (8:30 Registration and Continental Breakfast)
Where: The Holeman Lounge, Natijonal(Press Club '
' Who: . Moderator: N ‘“I)iane‘ Rowla nd Sec.D., Executive Diredtor, Kaiser Commission on

Medicaid and the Uninsured
- Presenters: Vern Smith, Prmcxpal Health Management Associates
‘ " Donna’' Coheﬁ Ross, Director of Outreach Center on Budget and
Pohcl:y Prlormes

- Discussantszv' Cindy Mann|

'HCF

Director, Family and Chddren s Health Programs
A

William Waldman Executive Dnrector American Public Human
i Services Assocmuon

Space is limited, please RSV,

P to Tlffanv Ford at (202) 347-5270

1450 G STREET NW, SUITE 250  WASHINGTON, [

'

)C 20005  PHONE 202 347 5270  Eax 202 347- 5274
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Total Medlcald Enrollment in 21 States
June 1957 to June 1999

i
i
|
i

Monthly Enrcllmentiin Thousands = . -’ : Percent Change

Jun’-éT Deé;-QT

B

"Jun-98

" JuneS7  June97 June98  June 97

: Dec-98 Jun99 toJune!  toJune toJune - toJune
State _ - j - . %9 8 99 99
Arkansas Co 2979 a212 3534 3705 - 3839 ae.o-_ 18. 5% 8T% - 28.0%
*California " 51790 4,969.3. 49809 49885 50848  -114.1|.  -38%. 1.7% . -2.2%.
Florida 14549  1,460.0." 1,417.9 14850 1,521.2 £6.3 ! 25%  73% - 4.8%
Georgia’ _ 9466 9414 9260 - 9425 9274 - -19.2; 22%. 02% .. -20% .
Minois - 13050 112003 12437 1,239 1,463 . 687 . 47% . 02% = -45%
“Indiana 490.8 4951 . 44B2° - 5004 - 540.8 59.0' B7% _ 227% ° 12.0%
»Towa. 2137, 2107 2060 2011 2003 - 134 3.6% - 2.6% 6.3%
Kansas 183.1 175.7 168.6 < 1676 - 1785 -46‘ ©7.5% 58% «2.5%.
. Massachuselts - . 6724  746.2 8234 8500  890.3 - 217.9 225% - 81%  324%
- Michigan. 1,158 1,107.5 1,1065 1,066.4 1,073.0 4291  -08% -30%  -38%
" ~Newdersey -~ - 6936 6695 = 6716 6757  659.8° 3.8) - 32% 7% . 4.9%
 New Mexico 2553 2468 2528 - 2677 2847 - - 204 - -1.0% 12.6% 11.5%
New York 2,018.7 - 2,858.7 2.806.3 -2.7465 27275 1912,  -38%  28% £.6%
North Carolina 828.5 8220 B154 . 8147 = 8285 = 00 -16% . 16% . 0.0%
«Ohio . - 1,107.8 .1,060.8° 1086.9 10628 1,0456 £22. - A7%  20%  -56%
OKlahoma- - 2825  281.3 . 3105 = 3188 3553 7275 - 99% - 144%  257%
- Pennsylvania © 14762 1,449.4 . 1,430.2  1,406.1  1,400.0 - -66.11  -30% . --15%  -4.5%
“Tennessee 13244 129311 12625 12888 1,306.7 4741 47% 35% . -1.3%.
«Texas T 11,9441 1,892.7 1,8035 1,8250 1,776.8 . -167.2, 72% - 5% .. -6.6% .
~Utah - . 1220 . 1189 1203 - 1176 . 119.2 . -2.8: 4% - 09% 2.3%
& ~Wisconsin © . 4355  412.8 413.8- 4087 - 3953 40,1 -50%. ~45% - -9.2% N
21 States 232465 22.771.3 22627.8 22,727.2 22.0441 ' .302.5. 2.7% ﬁ?\ 3%

I
Source Complled by Heahh Management Assaciates fn:m State Meducald enrol!ment reports. g i
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DEPARTMENT OF HEALTH & HUMAN SERVICES Health Care Financing Administration

The Administrator ]
Washington, D.C. 20201

MAR 2 2 1999

Dear TANF Administrators, State Medicaid Directors, and CHIP Directors:

Through an ongoing strategy to reform welfare, the Administration has fought to continue efforts
to support low-income families, especially those trying to make the transition from welfare to self-
sufficiency. As part of these efforts, it is critical that progress is made towards increasing the
number of Americans with health i 1nsurance The delinkage of Medicaid from cash assistance and
declining welfare caseloads have created both challenges and opportunities for providing this -
support for working families. It 1mport'ant that we use effective strategies and find new ways to
reach children and families outside, as well as through, the welfare system.

In order to help policy makers overcome these challenges, and to realize the potential of these
opportunities, we have developed the enclosed guide, “Supporting Families in Transition: A
Guide to Expanding Health Coverage in the Post-Welfare Reform World.” This guide contains
information regarding processes and procedures that will help ensure as many children and
families as possible obtain health insurance.

In a letter we sent you on June 5, 1998|(http://www.hcfa.gov/medicaid/wrd1605.htm), we .

- encouraged you to coordinate both the|administration-of and eligibility for your TANF and

Medicaid programs. In that letter, we highlighted states’ responsibilities to estabhsh and maintain

" Medicaid eligibility for families and chlldren affected by welfare reform; and we also outlmed the -
‘broad flexibility the statute affords you to expand eligibility. Through the enclosed guide, we are

prowdmg additional information to help you accomplish these important goals.

In addition to explaining state options zl.nd suggesting appropnate strategies, the guide

summarizes the application and enrollment requirements for the Medicaid program. Two of the

most critical requirements are that States must: |

. Provide Medicaid applications upon request. Based on Medicaid regulations (42 CFR
435. 906) the Department of Héalth and Human Services (DHHS) has determined that
states using joint TANF-Medicaid applications must furnish a Medicaid application
immediately upon request and rhay not impose a waiting period before providing the
application for Medicaid.

. Process Medicaid app.licationls without delay. Statés must assure that an application
for Medicaid is processed quicklly and not delayed by any TANF requirement..In states
where TANF application or eligibility is delayed (i.e., families receive diversionary

assistance or face any other initial administrative steps) the state must process the joint
application immediately to determine Medicaid e11g1b111ty



http://www.hcfa.gov/medicaid/wrdI605.htm

- .

‘Page 2 — Dear Administrators and Directors

In addition to issuing the guide, we will

be expanding our technical assistance efforts to states to

ensure that TANF programs are designed and implemented so that children and their families are

- informed about Medicaid and CHIP and

enrolled when eligible. To focus our efforts more

effectively, we will work with states to review their welfare and Medicaid eligibility and
enrollment procedures. This process wﬁxl help us assist state agencies in improving their practices,
it will further help us by identifying successful. models of coordination that can be shared with

other states. .

We recognize the new needs for outreaclh, accessibility, and coordination that have arisen from
the delinkage of Medicaid from the welfare system, and the growing number of working families
unlikely to enter the welfare office but likely to be eligible for Medicaid. In light of these new
challenges, we are committed to working with you to establish the most effective Medicaid
application and enrollment procedures for low-income families with children.

!

We look forward to continuing this very important work with you and to charting the gains we
make together in improving the health coverage of all low-income children and families, and in

supporting the transitions of families fro

| . .
m welfare to self-sufficiency. In the meantime, please

contact your HCFA or ACF Regional Adrmmstrator or your Reglonal Director with any questions

or for additional 1nformat10n

Olivia Golden

Assistant Secretary

Administration for Chxldren and
Families

, Sihcerely;
Nancy Ann Min DeParle
Administrator

Health Care Financing
Administration
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PRESIDENT CLINTON:
. MOVING PEOPLE FROM WELFARE TO WORK
Atllgust4 1998

“Perhaps no aspect of the welfare system did more t‘o defy common sense and insult our values than the so-called 100-hour
rule. Just think of the message it sent: Instead of rewarding v’vork, it took away health care from people who secured a full-time job.
Instead of rewarding stable families, it punished couples that'work hard and stay together. Instead of demanding responsibility, it
basically said a father would do more for his children by sitting at home or walking away than earning a living. The 100-hour rule
was wrong, and now it is history.” A ) ; ' ‘

' ’ A , President Bill Clinton
August 4, 1998

Today, President Clinton will take new action to promote work and responsibility’as he announces the elimination of one of
the last vestiges of the old welfare system that has preverllted some states from providing health coverage to working two-
parent families. The President will also: send Congress a report showing that millions of families have made a successful
transition from welfare to work in the two years since he signed welfare reform legislation announce the release of new
welfare-to-work grants to six states and Guam, and releafe new numbers showing that over 5,700 former welfare rempwnts

have been hired by the federal government. A

ELIMINATING ANTI -WORK AND ANTI-FAMILY RULES THAT DENIED FAMILIES HEALTH COVERAGE. Today, the

President will announce that the Department of Health and Human Services will revise 1t§ regulations to allow all states to

provide Medicaid coverage to working, two-parent famlhes who meet state income guidelines. Under the old welfare
regulations, adults in two-parent families who worked more than 100 hours per month could not receive Medicaid regardless

" of income level, while there were no such restrictions on’smgle-parent families. These regulations provided disincentives to
marriage and full-time work, and the Administration had|already allowed a number of states to waive this rule. The new
regulation eliminates this rule in every state, providing health coverage for more than 130,000 workmg families to help them
stay employed and off welfare. }

TwO YEARS LATER, MILLIONS OF WELFARE RECIPIENTS ARE WORKING. Almost two years after Pres1dent Clinton
signed sweeping welfare reform legislation, reports indicate that welfare reform is on the right track. The President will _
release a report to Congress showing a dramatic increase in the number of welfare recipients who have gone to work since
welfare legislation was signed in August, 1996. The rep?rt shows that:

. The rate of employment of individuals on welfarie in one year who were working in the following year increased. by
‘ nearly 30 percent between 1996 and 1997. As a:result 1.7 million adults on welfare in 1996 were workmg in 1997;

. Families moving from welfare to work enjoy increases in income;

. Welfare rolls have dropped 27 percent since the JWelfare reform law was mgned and the percentage of the populatlon

on welfare is at 1ts lowest pomt smce 1969

GIVING STATES THE RESOURCES TO HELP MOVE PEOLPLE FrOM WELFARE To WORK. Today, President Clmton will
release $60 million in funds to six states and Guam to help them move long-term welfare recipients who have 51gn1ﬁcant 4
barriers to employment obtain and retain jobs. With the fundmg released today, the Department of Labor has now approved
'resources for 38 states and Guam under the Welfare-to—Work program,. :

i ,

THE FEDERAL GOVERNMENT IS DOING ITS SHARE TO MOVE PEOPLE FROM WELFARE TO WORK. If we are to move
people from welfare to work, the federal government must lead by example. Under the leadership of the Vice President,

federal agencies have hired 5,714 people off the welfare. roles and are well on their way to meeting their goal of hiring

10,000 former recipients by 2000. Nearly 80 percent of these new employees are working outside the Washington
Metropolitan area. The White House had pledged to h1re sxx former welfare rec1p1ents and has already hired seven former
remplents

THE PRESIDENT CALLS ON CONGRESS TO FULLY FUND WELFARE-TO-WORK HOUSING VOUCHERS. The President is
calling on Congress to fully fund his proposal for 50 OOO‘ Welfare-To-Work housmg vouchers to help welfare recipients get
or keep jobs by moving closer to job opportunities, reducmg long commutes, or securing more stable housing. Although the
House and Senate have approved some funds for this purpose that funding is less than half the President’s request.

|
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" BACKGROUND ON THE MEbICAib'5‘id'd;ﬁ6ﬁii RULE”

OVERVIEW The new “100-hour rule” re‘gulatmn gives states 1ncreased flexibility to offer
Medicaid to low-income, working parents. |Under previous welfare and Medicaid rules, a two-
-parent family could only be eligible for assistance if the primary wage earner was unemployed,
defined in regulation as working less than 100 hours per month. Because this tended to
discourage parents from working and was not applied to smgle-parent families, a number of
states received a waiver of this “100-hour rule” prior to welfare reform. However, states that did
not receive such a waiver cannot do so now|because welfare reform locked in place the states’
ehglblhty rules as of 1996. : l ~

The revision of the regulation allows all states, 1nclud1ng those without waivers, to change the. _
100-hour rule, thus allowing them to cover two-parent working families. As such, it eliminates
a vestige of the old welfare system that prov1ded disincentives against marriage and full time
work. Combmed with flexibility in setting income eligibility, this provision also enables all

states to cover many low-income, two-parerllt families under Medicaid.

PROBLEM.. Historically; Medicaid was an add-on to welfare, so. that -in general, enly people -

receiving welfare were eligible for Medlceud Welfare (prior to reform in 1996) was limited to

certain types of families — in particular, smgle-parent families or two-parent families where the

primary wager earner is unemployed. These “deprivation rules” date back to the creation of the

Aid to Families with Dependent Children (AFDC) program, which was targeted toward “broken”

rather than poor fannhes

| .

Since President Clinton took office, the me(!qumes of limiting cash assistance and Medicaid to

only a narrow group of two-parent families led to changes demgned to encourage work and

marriage. Rather than using the regulatory definition of ¢ ‘unemployed” under the old welfare law

-- working less than 100 hours per month --imany states received waivers to encourage work by

considering parents working more than 100 hours a week as “unemployed.” As of 1996, 3o,

states had received such waivers. ; .

. I

Welfare reform in 1996 limited other states ifrom changing the 100-hour rule to allow them to-

cover two-parent working families under Medicaid It replaced it with a rule that states must, at

a minimum, offer Medicaid to people who would have been eligible for welfare prior to the law.
~States could cover additional groups of people but only if their income or resources were higher

-- not if they worked more hours. While states that received waivers of the 100-hour rule prior to
- 1996 could coiitinue those waivers, the remalnmg,ZO/ states plus the District of Columbia were *
locked into their pre-1996 rules. ; - 13

REVISED REGULATION. To allow all %tates the flexibility previously offered under welfare
waivers, the Secretary of Health and Human Services is revising the regulations at 45 CFR
233.101(a)(1) to permit states to extend Meéiicaid eligibility to families whose parents would not
have met the 100-hour rule contained in theiemstmg definition. This is a final regulatmn with a
60-day comment period.

|
|
|
-
l



EFFECTS OF, THE CHANGE ] | |
The following 24 states-(plus District of Columbia) did not, at the time of welfare reform, have
statewide waivers of the 100-hour rule: : - : :

Alabama N New Hampshire ’

|
Alaska : | "~ NewJersey. !
Arkansas . . New York
Colorado - North Dakota
Florida - - ~+ - Oklahoma
Kentucky»w S - Pennsylvanla - S
Wousiany " e e ot
Maine - .+ Virginia *
Nebraska—L—— Wyoming
Nevada f

States with waivers for only subsets of fam111es (e. g certain countles only parents under the age o
of 21) also can broaden eligibility through thls rev1sed regulauon

1
There are two main beneﬁts of this change. {First it eliminates an anti work and anti-family
- vestige of the old welfare system. Instead of rewarding work, the 100-hour rule took away health
care from two-parent families who increased their hours at work. 'And instead of rewarding ,
marriage, it punished single mothers who m‘amed and gave preference to smgle over two-parent
families. | . :
Second, the revision allows all states the importaht option of covering low-income parents.
While Medicaid coverage of children has expanded, most states have not been able to extend
coverage to their parents because of this rule. This change gives all states the flexibility to give
the whole family, and not a fraction of it, health coverage. Wlth this flexibility, approximately
. 135,000.people. could, _gain Medicaid c:overage




1 of 6

Taking the Next Step: States and Medicaid Expansion - 7/2/98 - | : http://www.copp.org/702mcaid.htm

| Takmg tlle Next Sten
~ States Can Now Exnaml Health coverage o
low-lncume Warkmg Parents Through Merlu:anl

by Jocelyn Guyer and Cindy Mann

The federal welfare law enacted in Adlgust of 1996 gives states a-little- -recognized -
opportunity to use Medicaid to provide health care coverage to low-income working
parents, a population at high risk of berng uninsured. This; opportunity-could
provide an important tool for states seeking to support families that are struggling

to get by at low-wage jobs with no health insurance coverage: Because this new
opportunity is a Medicaid option, the federal government will finance anywhere

from 50 percent to 80 percent of the cost of the coverage for low-income parents,
with the exact portion determined by each state's regular Medicaid matching rate.

This issue brief describes the new opéportunity and explorés some of the reasons

- why many states are looking for ways to expand coverage to low-income working
" parents Ll :

Low-Income Workmg Parents Are at High Risk of Bemg Uninsured

'Nearly half (49.3 percent) of all parents who earn at least $5,150 a year (equrvalent |

to half-time, full-year work at the minimum wage) but whose income is still below

the federal poverty line are umnsured (2) There is thus good reason for states to
consider ways to extend coverage to poor and near—poor workmg parents

1

~ Why Are So Many Low-Income Wo’rkihg Parents Unin!sured?

]

- Low-income workihg parents are at high rrsk of being unlrlsured beoause often their
jobs do not offer health insurance, and in most states they are melrgrble for publicly

funded health insurance coverage.

errted Access fo Empfoyer-Sponsored Coverage -

While the vast majonty of non-elderly, adults can 160k to their employers for health
insurance coverage, the majority of workers in low-wage jobs cannot. In 1996, only
43 percent of workers making $7 or Iess per.hour were offered health insurance
coverage by their employers.(3) More;over a growmg share of low-wage workers -
who are offered coverage cannot afford to take up the offer — they cannot afford
the premiums, deductibles, or co-payments they must pay fo take advantage of the
coverage offered by their employers ;

Limited Access to Pi:bffcfy Funded Ceiferage

t
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Low-income working parents also have little or no access to pubhcly funded
coverage in most states. While states have expanded Medicaid coverage for the
children in low-income working famrhes in recent years, the parents in these

famllles generally remain ineligible for Medicaid.(4)

Most parents who are covered by Medlcald qualify under an eligibility group
established in the 1996 welfare law which replaced the automatic eligibility link -
between Aid to Families with Dependent Children and Medicaid. Under the new
eligibility group parents can qualify for Medicaid if they meet the income and
resource standards and conform fo oertarn of the family composition rules that a

state used to determine eligibility under its AFDC program on July 16, 1996. (5)
These standards generally limit eligi brhty to parents with incomes weli below the
poverty line — parents in families with earnings become ineligible for Medicaid
when their incomes are still 55 percent below the federal poverty level ($6,143 for a
family of three) in the median state. Moreover, under these standards a parent

- typically must have countable resources of less than $1,000.

Some low-income working parents may be eligible for coverage through
Transitional Medicaid Assistance. TMA allows families that are on Medicaid and

. that would otherwise lose coverage because of an increase in earnings to contmue

to receive coverage for up to 12 months (6)

The major shortcoming of TMA is that in order to qualify for it a fami ily must fi rst
receive Medicaid under the July 16, 1996, AFDC income and resource standards
described above. Thus, a parent whose income in recent months has not been low
enough for her to meet these standards is ineligible for TMA even though her
earnings may be very low and she may have no health insurance coverage.
Moreover, TMA is time-limited and conditioned on a parent's ability to meet
extensive reporting requirements that burden parents and states alike. Although
few empirical data are available, it appears that only a small portion of families

eligible for TMA coverage may be rec;.e.iving it.{0)

Given the stringent income and resource standards that operate in most states for
parents in need of Medicaid and the limited access of parents in low-wage jobs to
employer-sponsored coverage, it is not surprising that large numbers of
low-income working parents are uninsured.

|

o

What Is the New Opportunity? E
i

The opportunity to expand Medicaid to low-income working parents arises pnmanly
from the broad flexibility accorded states to define what counts as income and

.....

The federal law requires states to drsregard (I e., not count) certain kinds and
amounts of income and resources when oaloulatlng a family's countable income
and resources. Ehgrbrhty is determined by comparing countable income and
resources with the state's standards. For example, states are required to disregard
$90 in earnings each month to help parents cover some of the expenses
associated with working, such as transportatron costs. Thus, a parent who earns
$400 a month is treated as having countabfe income of $310 ($400 - $90 = $310).

7/29/98 7:22 PM
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The opportunity to expand

coverage for working parents Gross earnings (federal poverty $1.138
arises because the law offers level for family of 3) ,

states the option of setting their Expanded disregard for earnings - $676
own income and resource Countable income $462
disregards above the federal Eligibility threshold $463

minimum standards when
determining the Medicaid |

eligibility of families.(8) For example, a state can double the $90 earnings disregard
and thus treat a parent who earns $400 a month as having countable income of
$220 ($400 - $180). The following example illustrates how the flexibility granted to
states to adopt alternative defi m’uonsiof what counts as income or resources can
be used to expand coverage to workmg parents more broadly

An Example: Covering Workmg Parents with Income Below Poverty
Consider a state that covers a mother with two children if her countable income
falls below the state's July 16, 1996 income standard of $463 per month (or about
41 percent of the federal poverty line). If the state wants to expand Medicaid to
working parents with income below the federal poverty line ($1,138 a month for a

family of three in 1998), it could estabhsh a larger disregard for earned income.O) If
it adopted an earned income dlsregard of $676 per month, a family of three with
‘earnings at the poverty line would beitreated for purposes of Medicaid eligibility as
having countable income of $462 a month ($1,138 - $676 = $462). The family,
therefore, would be eligible for Medicaid under the state's July 16, 1996 income
standard of $463 a month. ‘

There is no dispute about states' autr}mnty to adopt broader disregards to expand
- Medicaid eligibility. For example, the Health Care Financing Administration has
approved Pennsylvania's decision to dnsregard 50 percent of earnings for parents
who find work while they are receiving Medicaid. Moreover, states already have
extensive experience using their ﬂexzblhty to define what counts as income or
resources to expand Medicaid for other populations. In the past, states have used
a provision directly parallel to the nevx{ option to expand coverage for children and

pregnant women.{19) |

1
1
Reasons to Consider Covering Woirking'Parents :

The concern that low-income Additional Examples of How States Can

working parents are at high risk - 7 Use the New Opportunity
~ofbeing uninsured is nottheonly | . T
reason states have for” '« To expand coverage to working parents with
considering expanding Medicaid income below 150 percent of poverty (by
coverage to working parents. disregarding a larger portion of earnings)
Some further reasons are the + To provide extended transitional Medicaid
following: _ assistance to parents entering the workforce
{by providing a t!me-hmated disregard for
P earnings) '
¢ :&‘:ﬁ;ﬂ Mle:?llr(l:s;dAr e Now « To eliminate the resource test for families (by
Avallablg — In the past, disregarding assets)

~ states could provide heaith |
insurance coverage to working parents only nc the states were willing to use
their own funds entirely or to pursue a waiver of federal law that would allow
them to expand Medicaid to this population. The new option allows states to
receive federal Medicaid matching funds to expand coverage for this group
|
* 30f6 - | ; B | 7/29/98 7:22 PM
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without a waiver. The federal government will finance anywhere from 50
percent to 80 percent of the cost of expanding coverage for low-income
parents, with the exact portion determlned by each state's regular Medicaid
matching rate. - ‘

The'Number of Uninsured, Low-Income Working Parents Is L|ker to
Grow — Over the next severaI years the number of parents working in
low-wage jobs is likely to increase as welfare caseloads continue to contract
because of new welfare program requirements and the strong economy.
Many of the parents who leave welfare will become uninsured. According to a
recent review. of the literature, studies "show unequivocally that fewer than
half of women who leave welfare have health insurance three years later."(1)
! .
Coverage Promotes Work and May Reduce the Need for Welfare —
Providing ongoing health care coverage to low-income working parents will
make leaving welfare and entering the low-wage job market a more.viable
option for many parents. Moreover the opportunity to receive regular health
care could promote job retention among low-income working parents by
helping them to avoid illnesses that might.cause them to miss work. For some
parents in need of ongoing medlcal care, coverage will eliminate the need to
choose between forgoing essential health care in order to keep a ]Ob and
leaving a job to qualify for Medlcald

It Gives Low-Income Workrng’ Parents the Same Access to Health Care

as Parents Who Are Not Employed — In the past, the policy of offering
Medicaid only to families who were receiving welfare (with narrow exceptions)
‘meant that low-income working parents were uninsured at much higher rates
"than théir unemployed counterparts. One study found that in'the early 1990s
working single mothers with rncome below 200 percent of poverty were

uninsured at twice the rate of thelr non-worklng countérparts.{12) While a
parent now can qualify for Medicaid without going on welfare, she still must
have extremely low income in most states, making it hard for an employed
parent to qualify for coverage. States that expand coverage under the new
opportunity will be addressing thls inequity by giving working parents more
access to coverage. |

|

'the District of Columbia and the 19 states that did not receive such waivers that must

Expanding Coverage for Parents in Two-Parent Families
May Be a Problem in a Minority of States

The majority of states can use the oppo.rtunrty extended to them under the welfare law to
expand coverage for both single-parent;and two-parent families. However, some 19
states and the District of Columbia are limited in the extent to which they can expand
coverage for parents in two-parent families.

\
The issue arises because in these 19 states and the District of Columbla aparentina
two-parent family generally can qualify for Medicaid only if the principal wage earner in
the family works fewer than 100 hours a month. This eligibility restriction — a remnant of
standard AFDC family composition rules from July of 1996 that generally allowed states
to cover only single-parent families and|a limited number of two-parent families —
precludes some states from expanding Medicaid to a two-parent family in which the
principal wage-earner works 100 or more hours a month. The majority of states are not
affected by-this-restriction-because they secured waivers- of the "100-hour rule" from the
Department of Health and Human Services prior to enactment of the welfare law, and
under the welfare law they may apply these waivers in their Medicaid programs. itis only

continue to apply the 100-hour rule when determining the Medicaid eligibility of two-parent
families. 13

. o 7/29/98 7:22 PM
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Conclusron

Low—rncome workrng parents are at h|gh risk of berng unrnsured because their jobs
often do not offer affordable employer-sponsored coverage, and in most states
they have very limited access to Medicaid. If states do not take action, the number
of uninsured low-income parents is Irkely to grow as changes in welfare programs
and the strong economy increase theI number of parents in low-wage jobs that do
not offer health insurance. States now have the opportunity to receive federal
matching funds to address the problem by expanding Medicaid coverage for

" low-income working parents. States that expand Medicaid will be offering vital .
support to low-income working parents, allowing many either to avoid having to
apply for welfare or to shorten their stays on cash assistance. This will assure more
equﬁable treatment for families that are trying to survrve in the Iow-wage jOb
market .

End Notes: o ' B -

1. For a more detailed discussion of these issues and an explanatron of the new opportunrty, see Jocelyn Guyer and Cindy
Mann, Taking the Next Step: States Can Now Take Advantage of Federal Medicaid Matching Funds to Expand Health Care -
Coverage to Low-income Workrng Parents (Washrngton D.C.: Center on Budget and Policy Priorities, July 1998).

2, tEasheEj on Center analysis of 1997 March Current: Populatron Survey data. "Parents |nc|ude all adults iving in a household
with children. - !

3. Philip F. Cooper and Barbara Steinberg Schone, "More Offers, Fewer Takers for Employment-Based Health Insurance;
1987 and 1996," Health Affairs, 16(6) (1997). The percentage of workers ‘with wages at or below $7 per hour who have
"access” to employer-based coverage is somewhat higher — 55 percent in 1996 — because some Iow-wage workers are
offered coverage through the emplover of a family member S )

4, Federal law requires states to provide Medrcard to chr!dren under the age of six wrth famrly income below 133 percent of
the poverty line, as well as to older children born after September 30, 1983, with family income below 100 percent of poverty.
The requrrement to phase in coverage of older children assures that by the year 2002 all children under the age of 19 will be
eligible for Medicaid if they have family i income below the poverty line. At present, the requirement means.that states must
cover children between the ages of six and about 14 with family income below the poverty level. These are federal minimum
requirements; a majority of states have expanded coverage above these eligibility standards, and more can be expected to
do s0 as a result of the chrld health block grant mcludedlrn the Balanced Budget Act of 1997.

5. Parents wha are pregnant or disabled or who are expenencmg extremely hrgh medrcal bilis’ may also be able to secure
coverage at higher income levels. -

6. Federal law requires states to extend Medicaid to famrhes that otherwise would Iose coverage because of an increase in
eamings, the lapse of an “earnings disregard,” or an increase in child support. Medicaid coverage for families that otherwise
would lose eligibility because of child support income continues for four months, while coverage for families that otherwise
would lose eligibility because of earnings continues for six months and may be extended for an additional six months if the
family's gross income (not including child care expenses) is below 185 percent of the federal poverty line. Twelve states have
received waivers to extend TMA for longer than 12 months, typically increasing the period of coverage to 18 months or 24
?or}t?s See Jan Kaplan Transitional Medicaid Ass:stance (Washington, D.C.: Wel are Information Network, December

99

7. A recent survey of former welfare recrprenrs conducted by the state of South Carohna found that nearly two-thirds ( 63
percent) of the adults who left welfare In January, February, and March of 1997 were uninsured when surveyed in October,
November, and December of 1997. The vast majority of these adults are likely to have met TMA eligibility criteria. They were
generally receiving Medicaid when on welfare and 63 percent of them reported that they left welfare because they got a job
or earned too much money. i

8. See section 1931(b)(2)(c) of the Social Security Act »&hrch allows states to use income and resource methedologres that
are less restrictive than the methodologies they used on July 16, 1996 when determining the eligibility of families under the
category that replaced the automatic eligibility link between AFDC and Medicaid. Since children in low-income working
famifies generally are already eligible for Medicaid under other categories, an expansion of coverage under section 1931 will
primarily help the parents in such families. in some statés, older children without alternative routes to coverage may also
benefit from an expansion of coverage under section 19E31 ,
9. Under this approach, the amount of the disregard would vary by family size to ailow the effective eligibility standard to

. correspond to the poverty line for families of all sizes. To prevent eligibility from eroding over time, the size of the drsregard
and/or the state's income threshold would need to be adjusted to reflect changes in the federal poverty level. For example
New York recently adopted a Medicaid disregard policy that varies with family size and over time to assure continued
Medicaid coverage of workmg poor parents. | . )
10. Specifically, states have relied on section 1902(r)(2) of the Social Security Act, which allows them to adopt less restrictive
mrfz%me and resource countlng rules when determmmg the Medicaid elrgrbrlrty of pregnant women and so-called poverty -level
children.

11. Robert A. Moffitt and Enc P. Slade Health Care Coverage for Children Who Are on and off Welfare, The Future of
Children, Welfare to Work, Volume 7, No. 1 {California: The David and Lucile PackardFoundation, 1997)
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Taking the Next Step:
States Gan Now Expand Health Coveraye to
Low-Income Working Parents Through Medicaid

by Jocelyn Guyer and Cindy Mann '

The federal welfare law enacted in August of 1996 glves states a-little-recognized
opportunity to use Medicaid to provide health care coverage to low-income working
parents, a population at high risk of being uninsured. This opportunity could .
provide an important tool for states seeking to support families that are struggling \J
to get by at low-wage jobs with-no health insurance coverage. Because this new -
pportunity is a Medicaid option, the federal government will finance anywhere
from 50 percent to 80 percent of the cost of the coverage for low-income parents,
with the exact portion determined by each state's regular Medicaid matching rate. >()

ThlS issue brief describes the new opportumty and explores some of the reasons

why many states are looking for ways to expand coverage to low-income working »

parents. Ll _ o : <,
l | '

| | | &’%52;
Low-Income Working Parents Are at High Risk of Being Uninsured KRN

S
" Nearly half (49.3 percent) of all parents who earn at least $5,150 a year (equivalent 0%\ Cég
\l to half-time, full-year work at the minimum wage) but whose income is still below

the federal poverty line are uninsured.{2) There is thus good reason for states to

consider ways to extend coverage tq poor and near-poor working parents.

I
1
'

Why Are So Many Low-Income Workmg Parents Unmsured‘?

- Low-incorme workihg parents are at hlgh risk of being uninsured because often their
jobs do not offer health insurance, and i in most states they are lnehglble for publlcly
funded health insurance coverage.

l

Limited Access to Employer-Spensored Coverage ) %

While the vast majority of non-elderly adults can look to their employers for health
insurance coverage, the majority of workers in low-wage jobs cannot. In 1996, only

43 percent of workers making $7 or less per hour were offered health insurance L <’g%
coverage by their employers.(3) Moreover a growing share of low-wage workers

who are offered coverage cannot afford to take up the offer — they cannot afford

the premiums, deductibles, or co-payments they must pay to take advantage of the( : 6{(
coverage offered by their employers

A

Limited Access tr} Publicly Funded Coverage
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.Low-income workmg parents also have little or no access to publicly funded

coverage in most states. While states have expanded Medicaid coverage for the
children in low-income working families in recent years, the parents in these

families generally remain ineligible for Medicaid.(4)

Most Parents who are covered by Medlchq qualify under an eligibility group
established in the welfare Taw which replaced the aufomatic eligibility link

between Aid to Families with Dependent Children and Medicaid. Under the new

~ eligibility group parents can qualify forMedicaid if they meet the income and

resource standards and conform fo certain of the family composition rules that a

state used to determine eligibility under its AFDC program on July 16, 1996.(5)

These standards generally limit eligibility to parents with incomes well below the %
poverty line — parents in families with earnings become ineligible for Medicaid /%
when their incomes are still 55 percent below the federal poverty level (36,143 for a
family of three) in the median state. Moreover, under these standards a parent ‘7%1/
typically must have countable resources of less than $1,000.

Some low-income working parents may be eligible for coverage through \
Transitional Medicaid Assistance. TMA allows families that are on Medicaid and Y

that would otherwise lose coverage because of an mcrease ln earnings to continue 2

to receive coverage for up to 12 months 6) . %

The major shortcoming of TMA is that'in order to qualify for it a family must first A

receive Medicaid under the July 16, 1996, AFDC income and resource standards ’X,

described above. Thus, a parent whose income in recent months has not been low )

enough for her to meet these standards is ineligible for TMA even though her '

earnings may be very low and she may have no health insurance coverage. 737 Q%,

Moreover, TMA is time-limited and conditioned on a parent's ability to meet )
xtensive reporting requirements that burden parents and states alike. Although Z %

few empirical data are available, it appears that only a small portion of families

eligible for TMA coverage may be receiving it.®. . . s _ %

Given the stringent income and resource standards that operate in most states for
parents in need of Medicaid and the limited access of parents in low-wage jobs to .
employer-sponsored coverage, it is not surprising that large numbers of 39{'
low-income working parents are uninsured. /O‘Q(_('

l

What Is the New Opportunity?
{ .
The opportunity to expand Medicaid to low-income working parents arises primarily_
from the broad flexibility accorded states to define what counts as income and
resources when they determlne Medicaid eligibility for families. , 5 ﬁAilF

amounts of income and resources when caIculatmg a family's countable incom
and resources. Ellglblllty is determined by comparing countable income and ,?
resources with the state's standards. For example, states are required to disreggrd
$90 in earnings each month to help parents cover some of the expenses

associated with working, such as transportation costs. Thus, a parent who earns @,
$400 a month is treated as having counfable income of $310 ($400 - $90 = $310).

i : ; .
i
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reason states have for - ~« To expand coverage to working parents with
considering expanding Medicaid - || income below 150 percent of poverty (by
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. Some further reasons are the « To provide extended transitional Medicaid
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The opportunltyem.expal\nd |

determining the Medicaid

eligibility of families.(8) For example d state can double the $90 earmngs disregard
and thus treat a parent who earns $400 a month as having countable income of
$220 (%400 - $180). The following example illustrates how the flexibility granted to
states to adopt alternative definitions of what counts as income or resources can
be used to expand coverage to worklng parents more broadly. '

An Example Covering Woﬁrmg Parents with Income Befow Poverty

Consnder a state that covers a mother with two children if her countabte income
falls below the state's July 16, 1996 income standard of $463 per month (or about

41 percent of the federal poverty line). If the state wants to expand Medicaid to

working parents with income below the federal poverty line ($1,138 a month for a

family of three in 1998), it could establish a larger disregard for earned income. © If |

it adopted an earned income disregard of $676 per month, a family of three with
earnings at the poverty line would be treated for purposes. of Medicaid eligibility as
having countable income of $462 a month ($1,138 - $676/= $462). The family,
therefore, would be eligible for Medicaid under the state's July 16, 1996 income
standard of $463 a month. ; ‘

There is no dlspute about states author ity to adopt broader d\sregards to expand

. Medicaid eligibility. For example, the Health Care Financing Administration has
" approved Pennsylvania's decision to disregard 50 percent of earnings for parents

who find work while they are receiving Medicaid. Moreover, states aiready have
extensive experience using their flexibility to define what counts as income or
resources to expand Medicaid for other populations. In the past, states have used
a provision directly parallel to the new optlon to expand coverage for children and
pregnant women.{10) ) | : :

|
Reasons to Consider COVering Wofrkin_g' Parents

H . 1

The concern that low-income t

states could provide health
insurance coverage to working parents only if the states were willing to use
their own funds entirely or to pursue a waiver of federal law that would allow
them to expand Medicaid to this population. The new option allows states to
receive federal Medicaid ‘matching funds to expand coverage for this group

!
1 .
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without a waiver. The federal goyernrnent will finance anywhere from 50
percent to 80 percent of the cost of expanding coverage for low-income

parents, with the exact portion determlned by each state's regular Medicaid

matching rate.
‘The Number of Uninsured, Low-Income Working Parents Is Likely to
Grow — Over the next several years, the number of parents working in

low-wage jobs is likely to increase as welfare caseloads continue to contract

because of new welfare program requirements and the strong economy. -

Many of the parents who leave welfare will become uninsured. According to a

recent review of the literature, studies "show unequivocally that fewer than

half of women who leave welfare have health insurance three years later."(11)

Coverage Promotes Work and§ May Reduce the Need for Welfare —

Providing ongoing health care coverage to low-income working parents will

make leaving welfare and entering the low-wage job market a more viable

option for many parents. Moreover, the opportunity to receive regular health

care could promote job retention among low-income working parents by

http.//www.cbpp.org/702mcaid.htm
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A,

- helping them to avoid illnesses that might cause them to miss work. For some Q és

parents in need of ongoing medical care, coverage will eliminate the need to

choose between forgoing essential health care in order to keep a job and
leaving a job to qualify for Medlcald

-« It Gives Low-Income Working | Parents the Same Access to Health Care

" as Parents Who Are Not Employed — In the past, the policy of offering
Medicaid only to families who wére receiving welfare (with narrow exceptions)
‘meant that low-income working parents were uninsured at much higher rates
‘than'théir unemployed counterparts One study-found that in' the early 1990s

orking single mothers with income below 200 percent of poverty were
uninsured at twice the rate of their non-working counterparts. (12) While a

arent now can qualify for Medicaid without going on welfare, she still must

have extremely low income in most states, making it hard for an employed
parent to qualify for coverage. States that expand coverage under the new

opportunity will be addressrng thrs |neqU|ty by giving workmg parents more
access to coverage.

i
i
|

Expanding Coverage for Parents in Two-Parent Families
May Be a Problem in a Minority of States

The majorrty of states can use the opportunlty extended to them under the welfare law to
expand coverage for both single-parent and two-parent families. However, some 19
states and the District of Columbia are limited in the extent to which they can expand
coverage for parents in fwo-parent famllles

The issue arises because in these 19 states and the District of Columbia a parent in a
two-parent family generally can qualify for Medicaid only if the principal wage earner in
the family works fewer than 100 hours a:month. This eligibility restriction — a remnant of -
standard AFDC family composition rules from July of 1996 that generally allowed states
to cover only single-parent families and a limited number of two-parent families —
precludes some states from expanding Medicaid to a two- -parent family in which the
principal wage earner works 100 or more hours a month. The majority of states are not
affected-by this-restriction -because they secured waivers of the "100-hour rule" from the
Department of Health and Human Services prior to enactment of the welfare law, and
under the welfare law they may apply these waivers in their Medicaid programs. itis only
the District of Columbia and the 19 states that did not receive such waivers that must
continue to apply the 100-hour rule when determining the Medlcard e||g|b|I|ty of two-parent
families. 13 i
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Conclusion

Low-income working parents are at high risk of being uninsured because their jobs
often do not offer affordable employer-sponsored coverage, and in most states
they have very limited access to Medicaid. If states do not take action, the number
of uninsured low-income parents is likely to'grow as changes in welfare programs
and the strong economy increase the .number of parents in low-wage jobs that do
not offer health insurance. States now have the opportunity to receive federal
matching funds to address the problem by expanding Medicaid coverage for
low-income working parents. States that expand Medicaid will be offering vital
support to low-income working parents, allowing many either to avoid having to
apply for welfare or to shorten their stays on cash assistance. This will assure more
equi&able treatment for families that are trying to survive in the low-wage job
market. : | :

<

End Notes:

1. For a more detailed discussion of these issues and an explanation-of the new opportunity, see Jocelyn Guyer and Cindy
Mann, Taking the Next Step: States Can Now Take Advantage of Federal Medicaid Matching Funds to Expand Health Care
Coverage to Low-income Working Parents (Washington; D.C.: Center on Budget and Policy Priorities, July 1998).

2. Based on Center analysis of 1997 March Current Population Survey data. "Parents” include ali adults living in a household
with children. ’ : . ! :

3. Philip F. Cooper and Barbara Steinberg Schone, "More Offers, Fewer Takers for Employment-Based Health Insurance:
1887 and 1996," Health Affairs, 16(6) (1997). The percentage of workers with wages at or below $7 per hour who have
“access” to employer-based coverage is somewhat higher — 55 percent in 1996 — because some low-wage workers are
offered coverage through the employer of a family member. . : ’

4, Federal law requires states to provide Medicaid to children under the age of six with family income below 133 percent of
the poverty line, as well as to older children born after September 30, 1983, with family income below 100 percent of poverty.
The requirement to phase in coverage of older children assures that by the year 2002 all children under the age of 19 will be
eligible for Medicaid if they have family income below the poverty line. At present, the requirement means that states must
cover children between the ages of six and about 14 with family income below the poverty level. These are federal minimum
requirements; a majority of states have expanded coverage above these eligibility standards, and more can be expected to
do so as a result of the child health block grant included in the Balanced Budget Act of 1997.

5. Parents who are pregnant or disabled or who are experiencing extremely high medical bills may also be able to secure
coverage at higher income levels. o

6. Federal law requires states to extend Medicaid to families that otherwise would lose coverage because of an increase in
earnings, the fapse of an “earnings disregard,” or an increase in child support. Medicaid coverage for families that otherwise
would lose eligibility because of child support income continues for four months, while:coverage for families that otherwise
would lose eligibility because of earnings continues for six months and may be extended for an additional six months if the
family's gross income (not including child care expenses) is below 185 percent of the federal poverly line. Twelve states have
received waivers to extend TMA for longer than 12 months, typically increasing the period of coverage to 18 months or 24
%og;\s. See Jan Kaplan, Transitional Medicaid Assistance (Washington, D.C.: Weltare Information Network, December

7. A recent survey of former welfare recipients conducted by the state of South Carolina found that nearly two-thirds ( 63
percent) of the adults who left welfare in January, February, and March of 1997 were uninsured when surveyed in Qctober,
November, and December of 1997. The vast majoritg of these adults are likely to have met TMA eligibility criteria. They were
generally receiving Medicaid when on welfare and 63 percent of them reported that they left welfare because they got a job
or earned too much money. ‘ :

8. See section 1931(b}(22‘(c) of the Social Security Act which allows states to use income and resource methodologies that

are less restrictive than the methodologies they used on July 16, 1896 when determining the eligibility of families under the

category that rei)laced the automatic eligibility link between AFDC and Medicaid. Since children in low-income working

families generally are already eligible for Medicaid under other categories, an expansion of coverage under section 1931 will

grimarity help the parents in such families. In some states, older children without alternative routes to coverage may aiso
enefit from an expansion of coverage under section 1931. ' : '

9. Under this approach, the amount of the disregard would vary by family size to aliow the effective eligibility standard to

. correspond to the poverty line for families of all sizes. To prevent eligibility from eroding over time, the size of the disregard
and/or the state's income threshold would need to be adjusted to reflect changes in the federal poverty level. For example,
New York recently adopted a Medicaid disregard policy that varies with family size and over time to assure continued
Medicaid coverage of working poor parents. ' .

10. Specifically, states have relied on section 1902(r}(2} of the Social Security Act, which allows them to adopt less restrictive
inh_c%me and resource counting rules when determining the Medicaid eligibility of pregnant women and so-called poverty-level
COUATEN. e e e . .
11. Robert A. Moffitt and Eric P. Slade, Health Care Coverage for Children Who Are on and off Welfare, The Future of
Children, Welfare to Work, Volume 7, No. 1 (California: The David and Lucile Packard Foundation, 1997).
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12 P'arh.el.'a-lﬂ F"aﬁéy Short Medlcalds kbie .ih'}h;s'uﬁhg Lb(v—ihcéme ‘Wor'né'n (New York The ‘é'é'm'rr'iohv\)éaltﬁ vFu.nd. May 1996).'
. : i .
13. The jurisdictions without a statewide waiver of the 100-hour rule are Alaska, Arkansas, Colorado, District of Columbia,

Florida, Kentucky, Louisiana, Maine, Missouri, Nevada, New Hampshire, New Jersey, New York, North Dakota, Oklahoma,
South Dakota, Tennessee, Utah, Virginia, and Wypming; ' : '

Background,lnforhation | Board of Directors

Publication Library [ Center Staff | Search this site
Job Opportunities | Internship Information | Top Level

1

R S S AR s e

6 of 6 7/29/98 7:22 PM


http://www.cbpp.orgl702mcaid.htm

-

SUNTEUO-1008 14129 ADMINISTRATOR'S OFF ICE ‘ D B ExE
P g L dE2 B9 6362

F.E5/11
CENTER ON BUDGET AND POLICY PRIORITIES
835 Firsy SYrexr. NE, Surte 810 :
e - wasinaron DC 20002
- (202) 408-1C80
Fax: (2021 408- 1058
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To: Gary Claxton ~ Date: April 8, 1998
Fax #: - Pages: 2, including this cover sheet
From:  CindyMann
Subject: - 100-hour rule ¥
Currently, few states ure aware of the option fto expand coverage 10 working-poor parents :
through section 1931. However, we know of interest in expanding coverage 1o parents through \

this option in Maine, Rhode Island and Michigan (and to a lesser extent in Connecticut). The Rl <~
legistature hud a hearing on the issue last week. The states with AFDC-U waivers can expand 5 P
coverage to parents in two-parent families (sc: attached list of states with and withaut waivers),

but Maine, for example. does not have 8 waiver and cannot expand coverage to two-parent Q% :
familics that do not satisfy the 100-hour rule.; Over time, we expect thut more states will become

aware of the opportunities 1o expand coveragc (we are releasing a paper on this soon; we have

done some forums on this — one with HCFA — and are working with APWA to do more).

Without the 100-hour regulation, some states will be prevented from taking advantage of the
option to cover parents in two- parent families, lzmmng the potennal reach of this effort and
CTeuting an equity issue among states. |

The equity issue is demonsuated by conmsdfng two states that huve already used the opportunity
created by section 1931 w expand coverage to parents. Pennsylvania, which has a waiver of the
100-hour rule, covers parents, including parents in rwo-parent families, with income up to about
74 percent of the poverty line. New York covers parents, including those in two-parent families.
up to 1{K) percent of the poverty line. It appears, however, that New York’s current policy of
covering parents in two-parent familics may be in conflict with the 100-hour requirement since
NY (we believe) does not have a 104)-rule wawer (It may be that NY is paying for this coverage
with state dollars.) ‘

The additionul issue to consider in terms of states® need for this regulation is the question of
alignment with TANF rules. The more easily states can align their TANF and Medicaid eligibility
rules, the more likely it is that they will continue to enroll people through a single application
process. According to the Urban Institute’s'survey of states, all ststes other than Kentucky,
Maine, Mississippi, Missouri, New Hampshire, Oklahoma, Pennsylvania snd South Dakota have
dispensed with the 100-hour rule in their TANF programs (although California and Indisns has
the ruie for apphcan;s not for recipients). However, of the 42 states that have already dropped

y
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the 1(K}-hour rules in their TANF programs, 12 sates — Alaska, Arkansas, Colorado, Florida,
Louisiang, Nevada, New Jersey, New York, Nonh Dakota, Utah, Virginis and Wyoming —
cannot align their Medicaid rules t cover parents in two-parent families under Medicaid because

‘they do not have 2 pre-existing AFDC-U waiver.
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States With an AFDC Waiver that Allows Them to Expand Medicaid Coverage:
for All Two-Parent Families Without Regard to the "100-Hour Rule”
, | S

|
, | ,
Alabama o Jowa | North Carolina

Arizom ' Kansas Ohio
California * »Marylafnd Oregon

- Connecticut , Massachusetts Pennsylvania
Delaware Michigan - RhodeIsland
Georgia | « Minnesota South Carolina
Hawaii o Missouri Texas
Idaho o Mississippi | Vermont
Llinois Montana Washington*
Indiana * Nebraska West Virginia

' New Mexico Wisconsin

: o
* Indicates that a state has a waiver of the 100-hour rule for recipients, but not for
applicants. It appears that HCFA may nevertheless allow these states to disregard the
100-hour rule for both applicants and recipients.

'States Without %omﬁonr Rule Waivers

Alaska - New Igﬁersey

Arkansas New York
Colorado | NorthiDakota
District of Columbia Oklahoma
Florida P South Dakota
Kentucky o Tennessee
Louisiana ' Utah |
Maine o Virginia
Nevada ’ Wyoming
New Hampshire -

!

As a result of the 100-hour rule, ai four-person family in which the employed
parent warks at the minimum wage must have income below $6,180 (38 percent of the
federal poverty line) in,order to qualifyfor Medicaid.
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