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;DRAFTA MEDICAID PRIMER, 

What is Medicaid? Medicaid is, the nation's major public finqncing progrqrn-Jor proyiding hea!th and long-term coverage to millions 

of low-income people.. Initially designed to pay for the, health care 0'£ recipients of we!fare assistance and certain <?ther needy p{!ople, 

, , 

,in 1995, 36.1 million people--more than 1 in 10 Americans--were' covered by Medicaid at afederdl cost of $88.4 ,billion. ' 
') 

Authorized under Title XIX oftheSociar Security Act,: Medicaid is a means-tested entitlement program financed by state and federal, 

" ,government and administered by th~ states. Federal guidelirtesplace requirements on states for coverage of specific groups of people 

, and benefits. S~ates that comply,with the federal eligibility and benefit guidelines, recei~e federal matching payments ~aSed orithe 


state~s per'capita income. Thefederal share-.:.or federal medical assistance percentage ("FMAP").:.-ranges from.50 to 83 percent,of 


Medicaid expenditures. ' 


53 different programs. Within certain federal guidelines, states are free to design their Medicaid systems to fit local circumstances. ' 

The programs' complexity surrounding who is eligible, ~hat services will'be paid for, and how thos~ services c~n be paid for is, a 

source of much confusion. The attached 'table illustrates the wide variation in selected states' Medicaid prog'rams. . . . ., ~ 

'DRAFTI 
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Variation in Selected State Medicaid Programs DRAfI 

, 1994 AFDC Payment 
Standardl 

, 

Number of Optional 
Services Offered2 

, ' 

Coverage Opti~ns. 
for Pregnant 

Women & KidSJ 

, 

Physician Office Visit 
" ,'Reimbursement 

Rate4 

Medicaid 
Spending Per 
, Person In 

PoveJ;1y5 
, 

DC $420/month' 
, ' 

26 185% $20 $4,356 

NY 
" 

$577 (New york City) 26' 185% 
" 

$11 ' ' $6,703 

TN $426 
, 

17 185% $22 $2,681 

VA 
' 

$354 
, 

21 133% 
~ 

$20 $2,858 

Range of $164 (AL) - $680 (CT)6 15 (DE) - 31 (WI) 133 % (required) .:. ~tNY) - $28 (MA) $1,646 (OK) -
Variation: ,275%, (MN) ",1.­, ~ , $8,212 (CT) , 

Other ' There are 34 optional 34 States above Limited office visit, 
Comment: - services. 133 % requirement established patient. 

J 

11994 Green Book, Table 10-16. This means, for example, in DC a family 'of threeinust make $420 or less in order to qualify forAFDC and be 
" categorically eligible for Medicaid. ' 

'2Medicll;id Services State by State, HCFA, October 1994. 

3National Governors'Association, "Sta~e Coverage of Pregnant Women and Kids~Jl,l1y 1994", August 1994: 

4Holahan, John. "Medicaid Physician Fees, 1990: The Results of a New' Survey", October 1991. 

5General Accounting Office, "MEDI~AID: Spending Pressures Drive States Toward Program Reinvention", April 1995. 
. . '.,'. . 

6Comparis~n excludes Alaska, and Hawaii. 

2 
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Who is Covered? Although Medicaid has increasingly been used to expand coverage tothe low.inc~me. population, it covers only 58 

percerUofpoor Americans. There are two reasons for this: 'only persOIJS who fall into particular "categories;' ar~ eligible and many 

recipients must meet income limits that are based on cash assistance program (AFDC and SS1) standards which ar~ usually well below 
. ~ - -'. , . .. . . .' '. .'. 

the poverty level. 

\.,.../' 

.... 

Despite the ~omphixityofMedic~id eligibility, most covered populations can be divided intosix.basic groups: . . 

• Current andformer recipients ofcash assistance, either AFDC, which covers single-parent families and tw~-parent families 
with ari unemployed principal earner, or SSI, which covers low, income persons who. are aged; blind or disabled; 

• Low-income pregnant women and children under ag~ 6.with family incomes below 133% of poverty and children under age 
11 (this is being phased-in to age 19 by 2002) in 'families whose income is less than 100% of poverty; ..i :' 

t . _~ ..' . • 

.• Medically needy persons who meet categorical restrictions (i.e., meet the nonfinancial standards for inclusion in one of the . 
groups covered under Medicaid) and who have m~diealexpenses such that when subtracted from their income, puts them within 
eligibility standards; . .. 

'.• 'Pe;sons' requiring i~;titutional or other long-term care who,like the medically needy, qualify because of the high cost of their 
needed care; . '. 

• Low:-income Me:dicare beneficiaries (,~QMBs" and "SLMBs") for whom Medicaid will pay Medicare cost-sharing (premiums, 
deductibles, coinsurance); and 

• Low-~ncome persons losing employer coverage for Whom. M~Giaid will pay premiums for continued private coverage through 

COBRA. ~\~~~~ -/tf;i){7/ . 
... ­

3 D ...r 




DRAFT 

Other mandatory and optional groups who are eligible. There are other Medicaid beneficiaries who do not fit neatly into the six 

> 

. categories abpve. They include: . 

• 	 AFDC-related groups: states are required to provide Medicaid to persons who otherwise meet AFDC eligibility standards but 
, 	 . . 

.	do. not actually receive cash payments because the,payments would be less than $10 or persons whose payments are reduced to 

zero because ofrecove~ of previous overpay merits. At'state option, Medicaid coverage is available to children who meet the .' 

income and. resource ·staI).dards of AFDC but do not meett.he definition of "dependent child," (e.g. children in two-parent 

homes where the primary earner is not lUlemployed). 
::-, 

.• .' 	 Non-AFDC Pregnant Women and Children: Stat~s are permitted to cover pregnant women and infants under age 1 with ~ 

incomes-up to,185% of poverty.'
- ' . 

• 	 SSI-related groups: States,.at thetr option, may provide Medicaid to individuals who ate notreceiving SSI"but are receiving 


State-only suppleml?ntary cash payments. 


"""""'l?DR ~'" W.- '" 
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Disjuncture between beneficiaries. and expenditures . 


.Alth\>ugh adults and children in low income families 


. make up nearly 70% of beneficiaries, they account for· 

. .. , ­

only 29% of Medicaid spending. The elderly and 

disabled account for the majority (57%) of spending 

.because of their intensive use of acute and long-term care 

.. services. Per capita spending ranges from $888 for non­

. disabled children to $5,200 for aged beneficiaries. 

Disproportionate share hospital (DSH) payments account 

for 12% ofMedicaid spending, but cannot be attributed to 

a beneficiary or serv~ce categor,y. 
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.Medicaid Beneficiaries and Expenditures,. 1995 
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What Services are Covered? Medicaid covers a broad range of services to meet the complex needs of beneficiades. Because of the 

limited financial resources ofbeneficiaries.fow or no cost-sharing requirements are itnposed States that choose to cover the 

medically needy may offer more restricted benefits to these beneficiaries than to those who meet categorical digibility criteria . 

. ' Furthermore. states may offer optional services'to the categorically needy only or to both c~tegorically and medically needy. 

Federally-mandated services for categorically-eligible 
Medicaid beneficiaries inchide: . 

• inpatient and outpatient hospital 
• physician. midwife. and certified nurse practitioner 
• laboratory and x-ray 
• nursing homes. 
• home health 
• early and periodic scree~~ng. diagnosis and 
treatment,(EPSDT) for children under age 21. 

• family planning 
• rural health clinics/federally qualified health . 
centers 

States are required to provide to their medically needy 
,populations prenatal and delivery services. ambulatory 
services.,and home health. Broader requirements apply if 
the state provides services in ICFIMRs or IMDs. 

Commonly. offeredoptional services for both categorjcally 
and medically-needy populations include: * 

• prescription drugs 
.. clinic services 
• prosthetic devices 

· • hearing aids 
· • ICF-MRs & IMD 

• podiatrist. optometrist. chiropractor services 
• dental & denture's 
• eyeglasses 
• physical. occupation. speech & respiratory 
therapy 

· • hospice 

• case management 
• personal care 

*states still receive federal matching funds for optional 
services 

DRAFT 
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Recent Beneficiary and Expenditures Growth. 

, 'Benefici~ies. Recently, Medicaid enrollment has iisen dr~atically, reachi~g 36.1 mrllion beneficiaries in 1995--up considerably 
, , ' 

from 25.3 million in 1990, Growth has been mostly attributable to expanded coverage oflow-income pregnantwomen and young 

children and increases in the IJumber ofblind and disabled benejiciaries. 

Expenditures.: Inre~ent years,: Medicaid expenditures have escalated rapidly: average ,annual increases ofalmost j 7% t:esuited in 

, Medicaid expenditures more than doubling between 1990 aQ.d 1995. Federal expenditur~s have increased fro'!l $41.l billion to $8804 

,billion. The rise' in spending in that period was attributable to a combination of health care inflatiop, states' use ofalternative financing' 
, . . ~ . . . '. " . 

,mechanisms (e.g., DSH payments, provider taxes and donations), and a rise in enrollment. DSH ,payments were the most important 

cost driver in 1991 and 1992, when Medicaid sp~ndi~g grew by 27% and 29%, respectively. In2 years, DSH payments grew from' , 

slightly less than' $1 billion to $1TAB. Only a small fraction of spending growth was attributable to the expansIons in coverage of 

jfOW-income pregnant women and children, however. The ~te of growth in Medicaid spending has slowed more recently. The ," 

V ..actuaries now project J 
Effect on States. According to the National Association of State Budget Officers, in most states, M'edicaid became the single largest 

and fastest growing item iIi. the states' budg~ts. 'By 1993, Medicaid accounted for 1804% of total states' expenditures. 

DRAFT,'
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Future growth mimics past growth. While the rate of growth in Medicaid spending has slowed recently, both the Administration 

and CBO expect the rate of growth to increase in the future. The Administration projects average annual growth rates of 9.3% for the 

period from FY 1996 through FY 2000 (CBO projects average annual growth rates of 10.5% over the same period). For the FY 1996 

to FY 2000 period, the Administration projects Medicaid enrollment.~ill grow at an average annual rate of3.8% while prices, volume, 

and intensity are expeCted to grow by an average annual ra~eof 5.4%. As the charts below indicate, over the next 5 ye~s, much (44%) 
. . 

.of Medicaid b.eneficiary growth is expected to be among children and expenditure growth among the aged and disabled adults (57%); 

Medicaid Expenditure Growth, 1996-2000 

Medicaid Beneficiary Growth, 1996-2000 
Share by Beneficiary Type 

Aged (14.41%) 
. mSABLED ADULTS (3!.09%) 

AGED (25.68%) 

.? 
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How is 'Care Delivered? While traditional fee-for-service financing arrangements still'predominate,an increasing number of states 

" 
'are enrolling their Medicaid populations in managed care programs. As of June 1994, 7.8 miliion Medicaid beneficiaries we~e 

. enrolled in managed care, up dramatically from 2.7 millionjn 1991-. Medicaid managed, care models range from HMOs using prepaid .. . . . 
" 

, , , 

capitated care to loose networks contracting with selected providers for discounted services and gatekeeping to control utilization. '. . 

States have initially targeted low-income families for enrollment rather than aged or disabled-beneficiaries. There is very little . 
, , . 

£l.xperience with managed care for disable4 populations who need institutional care: 

Mov~ment toward Medicaid Waivers. . , 

Section 1115 Research and Demonstration Waivers. Section 1115 of~he Social SecuritY,Act allows the Secretary to-waive' 

requir~ments for what a State plal1 must include (e.g., statewideness; amount, durati~n,ai1d scope,: eligibility) and any requirement 

. that defines the payments to'states, including:capitation contract requirements. Recently, states have been using Section 111,5 to 

,obtain ~aivers of federal statutory re9,uirements to undertake statewide, mandatory managed care demonstration programs and expand 

coverage. The, Administration has awarded Section 1115 waivers to 'seven states and tw~lveinore have applied and are 'in the process 

of negotiation. 

DR FT 
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1915(b)nianaged care waivers. The §1915(b) waivers are much more limited than the §IllS waivers. The Secretary can waive only 

those requirements, which may be necessary to: 1)' implement a primary case management system or a specialty physician serVices 
. . 

arrang~rrieJ,1t~hich limits freedom ofchoice;' 2) allow a locaiity to act as a cen~ralbrokei tohelpenroilees select a pl~n; 3) provide 

. ,additional services with the saving~. from managed care; or 4) restrict provider choice. States can use §1915(b) authority to establish 
., ~- . ". 

managed c~e plans, but also to restrictpr'ovider,s for inpat~~nt hospitals, nursing home faciiities and, transportation. States sometimes 

pref~r IS wai~ers to allo~ for more extensive managed ~are'development. For example, upder 1915(b) authorify,states carnic! 
, ,- . c,'. " 

waive the requirementthat no morethan 75% of enrollment can be Medicaid beneficiaries for HMOs; nor can they waive "lock-in': 
. - , . - ,. ." ," . 

provisionsfor recipients. Mor~over, Section 1915(b) waivers'mustbe:re~ewe~revery two years:' 
, ' , ~ . . ~'~ . , . . ' 

1915(c) home and community-based services waivers. p;resentfy, over three-fourths ofMedicaid spending for long-term care is on' 

institutional services' in nursing homes. Increasingly, home' arid c~mmunity-based services waivers are being used by states to shift' 
c· 

J 

,servi,ces delivery, away from costly nursing home care to c6mmunity-base~;care"Although all states have hOI:Qe and cOminunity-based 
. " . ' . " 

~ ~. . . 

services waivers, mbstprojects are limitedin scope and the population servedrell1ains small. 
,,-. " , " . ' , -,' 

/ 
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I. §i115Medicaid Waivers 

Since the 9riginal Medicaid legislation was passed in -1965, §1115 of the Social Security Act has given the Secretary of 

Health and Human Services .the authority to waive cert<;lin requirements of the Medicaid program t? support' an 

"experimental, pilot or demonstration project" that will "assist in promoting the objectives of the Medicaid program." 

Under.authority of §1115 ( the Secretary a~~ow States to: 

. . 

• cover traditionally non~Medicaid populations and.streamline eligibility rules; 

• waive statutory (§191S(b)) HMO requirements, such as voluntary disenrollment and the 75/25 rule; 

• ".. extend the statutory HMO lock-in period and limit recipient choice to one delivery system; and" 

• provide Federal matching funds for costs tl1at are not oth~rwise matchable under Title XIX. 

States may apply' for §1115 waivers for various reasons~ induding the desire tosupport broader Statehealth reform 

initiatives, to inc~ease coverage, to reduce the level or growth of Medicaid spending, or' to ~aintain or increase Federal . 

"funding. Florida's waiver request, for example, was an integral part of the State's legislated goal to ens~re access to 

affordable health care coverage for all Floridians by December 21,1994. Although the legislature has yet to pass the 

FlorIda HeaHnSecurlt)r Plan upon whichtJie-waiver isbasea,cihe_-State-has ii1ready estabHshed'fhe-CoiitmunftYHealth-' 

PurchaSing Alliances which are voluntary insurance buying pools for small bu.sinesses. 

RAfT 
417/95 (5:40pm) 
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,DRAfTII. 	 §1115 WaiverActivity 

.; '­
• 	 The Administration has approved seven Statewide §1115 demonstrptioI1projects since taking office. Otthese 

• 	 '. ~. 1 • 

seven, four' h?ve implemented their programs and one, Kentucky, recently submitted an amendme'nt to scale back 


:', ,~he1r''Program to eliminate eligibility expansions. Total acute care spending in States with approved Statewide 


.demonstrations accounts,for over 11% of all Medicaid ,expenditures -- operational waiver States account for 3.8% 


of national acute c,are expenditures. Since most demonstrations ctonot incorporate all State Medicaid acute care 


..expenditures, these fig~res probably overstate the percentage of Medicaid expenditures attributable to §1115 


demQnstrations. 


. 	 . . 

• 	 The Administration is currently reviewing waiver proposals from ~n additional 12 States. Total acute care' 


spending in States ~ith pending applications (not including Kansas) rep'resents ah ~dditiomllI7.4% ~f total 


Medicaid speriding. 


• 	 'Tne~atfacli.ed-tabre3.1,· from a'recenfGAOiepo-rt,liststfiea'ates ofsubmiffal~ approval; and implemenfation Joi·:-:: , -- .-, 
States that have received or applied for §1115 waivers. 

• 	 The attached table 3.2, als9 from a recent GAO report,'lists the approximate size and nature of eligibility 


, expansions for States with approv~dwaivers. 
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Table 3.1: Section 1115 StatewideDe~onstration Waivers Applied ·for 
Since 1991, by Subinission Date 

I 

State ,Submission Approval ; Implementation 

Oregon 

Kentucky 

.Aug. 
, . 

Mar. 

1991­

1993 

Mar. 

Dec. 

1993 . 

1993 
I 

Feb. 1994 
b 

" 

Hawaii ' Apr. 1993 July 1993 ' Aug. 1994' 

Tennessee 

Rhode Island 

Florida 

Ohio 

So.uth Carolina 

June 1993 

1993July 

Feb. 1994 

Mar. 1994 

Mar. 1994 

Nov. 1993 
' ,

Nov. 1993 

Sept. 1994 

Ja'n. 1995 
~ 

e 

, 

! 

, 

I 

Jan. 1994 

Aug. 1994 
b 

, ' b 
" 

Massachusetts '. Apr. ,1994 , '. 

New Hampshire June 1994 ! .. , . 
i 

Missouri June 1994 

Delaware July,1994 , .. 

Minnesota ,July 1994 

Illinois, 

Louisiana 

Sept. 

Jan. 

1994 

1995' 
, 

, ' 

Oklahoma 

vermont 

Jan . 
. 

Feb. 

1995 

1995 . , 

.. .. 

New York Mar. 1995 

Kansas Mar. 1995 
, '" 

"Oregon's' initial Pl:'oposal was 'denied in 'August 1992 .. The state 
revised and resubmitted the proposal, which w'as approved in March 
1993. " : 

, . . ,I 

bAwaiting. state legis,lat-ure' appr'oval ~ .. Wo.'..re.,. ~"'..~"""~+ '''~~ 'i/'fS. 

~CFA has approved ~outh Carolina's waiver proposal framework. 
However, certain i~sues, must be resolvedbefote, the state' i,s 
allowed to implement its demonstration progra~ . 

ISource: HCFA. 
. , 

I 

GAO/HEHS-95-122 Medi'caid Spending Pressures 

I, 

I 

. \~~ 
, t 
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Table 3.2:' 'Estimated Maximum Number of New Eligibles Under 
Approved Statewide Section 1115 Waivers, by state 

lligibility requirement.Stat. 

I 

Individual. and f~ili•• with-income. below ~50' of the 
federal poverty l.vel (rPL): are el~gible for .ub.idized 
private Ln.uranc.. ' i,' ' 

'lorida 

. I 

Individuai. anc! f~ili•• _are--.ligible only if uninsured 
for 1~ montb. o~ rec.ntly di••nroll.d fr~ Iledlcaid. : 

I ' 

unin.urec! per.on., below 300\-of ppi~Hawaii 80,000 
,- , , 

, 

Jt.ntucky ~0I, 000 Individuala wi:th' incomeo beloW 'PL. 

ohio 395,000 Individual. and f~ill.8 with income. below 'PL. 

oregon 112,0001> Indivic!ual. anc! families wH.h income. below FPL, " 

11,'000Rhode leland Pregnant wcmen and children :up t.o age 6 with fami-Iy
income. between 185' and ~50' of 'PL. , 

.' Exteneion of ~~ily Plannin~ .eniei•• ,-for w=en for 2 
yean after giving bir,th. ! 

500,000eT.nn••••e A~l unin.ur~d, r.gardl••• of
1 

employment or income, 
atatuB,' including individual. ~hc cannot obtain . ' 
coverage becau •• of a preexisting condition. 
(Enroll~ent capped forn.wlY .ntitl.d, not capped for 
traditional Medicaid r.cipient.. Eligibility 
,r••trict.~ to tho•• unin.ur~d prior' to a date within 
the la.t y.ar.)' " ' 

; 

-Include••xpan.ion.-to -optional group. of M.dicaid .ligibl••• . . ' r:: 
~Aetual new .nrollment a. of Karch 3, 1995~. 


cln January 1995, ~.nne.... clo••d enrollment to the uninouredl demon.tration .nrollment 

va••38,_000 in '.bruary 1995. -, ' ' 


Source: state "ai,!~r propo.a1. and .upPortLng doeWDent~tion,.: 


',1 
I 

, I 
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III. 	 The §1115 Review Process' . DR fl·· 
• 	 Upon taking office, this Administration recognized the' desire and the need of States to have greater flexibility in 

reforming their Medicaid systeins~ This Administration is committed to minimize the burden States may 
", ~ 	 . 

encounter in the waiver application process., 

. 	 .' 

• 	 The Administration has pledged to try to review waivers in an expedited fashion, ,States are encouraged to seek 
~ 	 '.,..' 

pre-waivt=r guidance from HHS. To facilitate an expedited review process, HHS and OMB now also review 
. 	 ." .. 

waivers simultaneously . 

.' 

Administration review of §11~5 waivers generally proceeds ,as follows: 

1. 	 Initial Review. About a month after the State submits its proposal, ORD collects questio~'u;) from HHS and OMB and 
'. 	 . ". 

forwards them to the State. 

'-'2'. Fact::Findii£i anatlarificaHon. After tneState responds'tothese'questIons -- and sometimes even before'they>. ,. 

.	respond -- the Administration and the State begin a series of informal st_aff-Ievel conference calls or face-t.o-face 

meetings to provide a fact~al basis for neg~tiations. 

. ' ~ 

3. 	 .Negotiations. This multi-stage process typically includes additi~nal information requests to the State, additional 

, meetings with the State, and periodic req1,1ests for policy guidance. 
, .' 

417/95 (5:40pm) 	 tr~,'n A·.fl~ .J.!R~ '- .r:.,;.,' U~ . . 
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IV. 	 §1115 Budget Neutrality Policy 

. 	 , 

• 	 Although not required in law, budget neutrality has been a feder~l policy.for all §1115 waivers since 1984. 
. 	 " , ... 

.• A State meets the test of budget neutrality by demanstrating that, aver the (generally) five-year life of the waiver, 
• '.' .< 	 • ' , • 

.projected Federal costs under the w:aiver do. nat exceed projected Federal casts withaut the waiver. 

• 	 Thaugh the Administratian has pledged to remain apento new methodolagies, a budget-neutral waiver 

expenditure limit is g~nerally set by calculating.baseline current-law expenditures as fallows: 

. 	 . 
_-per-capita method. Budget neutrality can be definedsalely in terms af per-capita casts, as follows:· 

Baseline Expenditures =Projected P~r-Capita Spending. * Actual Enrollment'over time 

, . This approach has been taken with each waiver approved by the Administratian, with the exceptian 

, of Tennessee and Flarida,_ who.preferred an:aggregatebudget cap. 

agg-regale-method. Budgef neutralltVmay also he -defined In the aggregate, reiyfng on projections"ar­
. 	 . 

per-capita costs and enrollment, as fallaws: 

Baseline Expenditures = Projected Per-Capita Spenditig *Pro,ieeted Enrollment 

DR-AFT417195 (5:40pm) 
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• 	 The budget neutrality calculation generally includes program components affected by the waiver, e.g., acute care : 

for AFDC and AFDC-like recipients, though Tennessee ~hose to impose ~ budget cap on their entire Medicaid 

program. 

. . 

• 	 Budget neutrality discussions general}y focus on the development of an appropriate estimate of without-waiver 

spending in a base year, as well as appropriate trend factors over the life of tpe waiver. 

•. 	 In a report issued April 4 reviewing Administration enforcement of the budget neutrality requirement, the 

General Accounting Office conCluded that budget neutrality calculations should rely on the use of Federal baseline 
. . 	 ­
rates of growth, rather than the more flexible approach taken by the Administration. The GAO concluded that one . 	 . . 

o£ the waivers approved by the Administration, TennCare, was budget ~eutral while three others, Hawaii, 

Florida, and Oregon, were not budget neutral. 

- .. 

DRAfT 
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V. -Budget Neutrality and Financing ISsues 

, ' , 

• Negotiations over budget neutrality and other fin~nc~ng issues can be long and complicated, with States engaging' 

in a broad spectrum of approache~ aimed at securing optimal funding limits ~nd sources. ,Two examples of such 

. innovations: 

hypothetical expenditures. States'may a,ssert that they would ~ave expanded eligibility undercurrent 

. law without a waiver (under authoritY of §1902(r)(2», thus avoiding the need to create savings under 
" . . 

the' ~aiver budget cap to expand coverage to these populations; and 

certified public expenditures (CPE): CPE ate defined in regulations as costs incurred by State or local. , 
. " 

,public agencies that represent allowable MediCaid expenditures, i.e., expendituresf?r Medicaid 

services attributable to Medicaid eligibles. Certification is intended to obviate the need for State 
> ' -.', • 

agencies and local governmentsto transfer funds to the States before the State claims Federal 

matching funds. Under a §1115 waiver, the definition of Medicaid services and Medicaid eligibles 

-_. 'can-be expartdedalfuost withoiiflirii.it;'poh~ntially encompassIng sigliiIicant portrans ofIodiTpublic' 

health programs. Under a wai,ver, local expenditures for certain public health prograr:ns may'be 

u's~d to c~aim Federal matching funds. J'ennessee, for example, is ableurtder the terms of its waiver 

to claim Federal matching funds for the costs incurred by l()Cal public hospitals for most indiger:'-t 

. care and for TennCare underpayments. 
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I. 	 Tennessee's Pr~·-Waiver Medicaid Program DRAfT· 
• 	 General State Characteristics. In 1993, Tennessee was the 17th largest State with 5.1 million residents. Tennessee 

ranked 20th in gross Statepf~duct and 36th in total taxable resources (in 1991). The State has a relatively low average 

per-capita income, and thus had the 15th highest Federalmatch rate in 1993: 67.57%. 

• 	 General Program Characteristics. As of October, 1991, Tennessee offered 19 optional services out of 31 possible, ranking 

.35th among all States. Tennessee was one of 27$tates to cover pregnant women and children up to185% of poverty 

and had anAFDC income threshold of 43°(0 of the Federal poverty level-- nearly exactly the national average . 

.' Tennessee covered 13.4% of itspopulation through the Medicaid program, compared to a national average of 11 ~/o, 

and ranked 12th in the nati~n in FY 1993 in per-capit~ Medicaid spending. 

• 	 Rising C()sts. 'Over the 1987-1993 period, State.Medicaid expenditures tripled. Urban Institute anaJysis indicates that 
. 	 - . 

Tennessee ranked about 17th'in average annua:I growth in Medicaid expenditures betWeen 1988 and 1993 (about 2% 
, 	 ' 

above the national average),' 8th in average annual growth in beneficiaries (about 6% above the national average), 
, 	 . ~ 	 . 

and 39th in average annual growth in per-beneficiary expenditures (about 4% below the national average). 

: ~ 
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• 	 UninsuredPopulatiQns. The State estimated that 775,000 residents were uninsured in 1993: 16.0% of Tennessee's non­

. elderly population was uninsured in' 1993, compared to a national average of 16.6%. To address the large percentage 

,of uninsured that were employed (70%), in 1987 the State established a PPO-type insurance program for people who 

. 	 either had health ~onditions thatcaused 'them to be u~insur~ble or who are involuntarily terminated from coverage." 

Only 3,900 people w~re enrolled in.theprogramdue to the high premiums. 

• 	 ' Inappropriate UtiliZation. Tennessee had a high rate of-emergency room visits in 1993 -- 475.8 per 1,000 population, 


compared -to a national average 0{371 per~,OOO. In 1991, Tennessee had the 12th highest infant mortality rate in the 


nation. 


. • 	 ,ExpiringProvider Tax. Tennessee relied heavily on two provider taxes to fund its Medicaid program: a hospital tax 
, ' , . ~ ,'. t.., , . _ '. '. ,.';. , • • 	 , _, 

that raised roughly $320 million annually (generating about $1 billion in Federal matching funds) and a nursing 

hom~ ~ax thatraised ro~ghly $35 million a~nually (generating over $100 million in Federal funds). The p~liticaliy
. 	 '.' .. 

, unpopular hospital tax was set to expire in early 1994 and was suspeCted by HCFA to be in vfolation of certain 

req':1irements of the 1991 Federal law limiting State' use of provider taxe~ and dohations. The hospital~tax was 

included irt a list issued by HCFA in December, 1994; of 23 States with tax programs that do not meet certain 
, 	 . 

~iequireri:lents bfth~naw~s infplemerttedbyre-gulations published-inAugust/1993~ -These-5tates-may apply.for~--" ._.­

'waivers of the statutory requirements. The nursing home tax was included in a list of nine States that have colleCt~d 
. . 	 . 

. taxes thatappear to HCFA to be impermissible. Waivers are not available for these nine States. 

1. 
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II. . The TennCare Program R' fT 
- Basic Structure. TennCare is a Statewide program that provides astandard package of basic health care benefits via 

managed care and in ~ managed competition environment to Med(caid beneficiari~s, uninsured State residents, and 

those whose medic'al conditions render them uninsurable. , 

- Premiums a,nd Cost-Sharing. Participants with incomes exceeding the Feqeral poverty limit pay some portion of their . . . ." . 

premiums on a graduated fee schedule. Ded~ctibles andcopaymentsare also required on non-preventive services 
, . , 

for all participants except mandatory Medicaid eligibles. Most, if not all; premium revenue collected by the State 

counts towards the State share of Medic~id 'expenditures. The State had early difficulties collecting premiums. . . . - . 

- Managed Care/Managed Competition~ Enrollees are served in one of 12 capita ted managed care organizations (J\:1COs) 
. . 

that are either H~Os or PPOs. The State has developed an age-adjusted co~munity capitation rate to pay plans 

(curre~tly averaging about $1,300 per year)'. The State' originaUy piannedto ~ove'to a ,co~petitive rate-setting 

mechanism, :-vith ra'tes equaUothe lowest cost MCO in e,ach community, but it is unclear at this point when they will 

move forward with that approach. 

-Enrollment. Enrollment is capped at 1.5 millIon. Within six weeks after being awarded the waiver, Tennessee began 
, ' 

enrolling both Medicaid and new eligibles into TennCare. To date about 1.2 million people have enro~led, including 
, ' 

roughly 440,000 previously J;1ninsured. A survey by the University of Tennesseem 1994 found tha! 94.1 % of 

Tennessee residents had insurance coverage, an increase of 4% over a one-year period. Due to funding-constraint$, .. 

the State closed enrollment in the program for the uninsured in January, 1995. 

, , 
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• Budg~t Neutrality. the TennCare budget neutrality agreement incorporates all State Med'icaid expenditures under an 
'. ". .' '. . . ," 

aggregate expendit'ure cap that grows at roughly 8.5% per year 'between SFYJ993 and SFY 1998, based on projected 

baseline growth of 17%'from SFY 1993 to' SFY 1994,(thebaseyear) andabout 6.6%annllallythereafter. Total 
. '- ' ~ 

Medicaid, expendit~res in Tennessee had grown at roughly 21% annually over the '1988-1993 period. 

, , 

. ~' " 
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III. 	 Can TennCare be Replicated in Other States? DRAFT 
Finandng. The concept of al!owing other States to mandate managed care for their acute c;are populations af').d,use the 

savings to cover more ~ninsured people is attractive, but because of the variation among State Medicaid programs, there 

'are real q~estions about whether otherBtates could ac~omplish this,'whether it would be done in a budget neutral manner, 
. 	 . . .~ 

and whether it would preserve a sustainableFederal/Sta'te finar:.cing relationship: 

,. 


• 	 ' A unique definition of budget neutrality was used in Tennessee. .In establishing a budget-neutral cap for TennCare, the 

Administration a'ssumed thafTennessee's Medkaidprogram,would remain unchanged without the waiver both in 

, terms of programmatic components'and expenditures. In other words,tl)e Administration assumed Jhat neither the· 

, , State ~o~ the' Federal govern~ent would reduce the. Medicaid pr~graJ!l and that both the State and Fede:~l 
~ f 	 .' . •• " ," • 

" government would continue funding at pre-waiver levels, which had supported a 21% annual growth rate over the 5 

years preceding the waiver. This assumptio~ means that the State's disproportionate share hospital program, which 

..had been spending about $430 million per year financed largely through the provider taxes mentioned abov~, ~as 
, ' 

assumed to c0.ntinue, and thus was made part·of the State's "baseline." In other waivers, the Administration has 

made some judgment as to likely p,rogrammatk and funding changes ~bsent·the waiver. Witho.ut such judgments -~ . 	 . 

or THhe judgments prove' to be inc6rr'ecf:--§1T15'waiversmay turn'outnottq, be budget neutral.' 

• 	 Expanded definition of State matchable expenditures. Under their waiver, Tennessee was able to reclaSSify significant 

amounts of local public health expenditures as Medicaid expen~itures eligible to generate Federal inatthirig 
. 	 . 

payme.nts [see Tab 2, Part V for an explanation of this waiver financing mechanism]. Since the TennCare waiver was 

approved, several other States have asked fO,r sim'ilar treatment of State health expenditures. Louisiana, for example, 

4/7/95 (4:14pm) RAfT 
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, 	 .' ,
has requested Federal matching payments for a Wide range of State and local hea~th expenditures that do not 

currently qualify as Medicaid expenditures. If applied in other States, the TennCareprecedent could lead to a 

significant increase in the percentage of total public health expenditures born by the Federal government. 

'. " 	 '# ",. --~ )'l ~~~ '-lrS' ~,~1- rJ~_ 
• 	 Financial instability. Though TennCare was .designed in large part to help preserve Federal funding for Tennessee's 


Medicl;lid program and to expand coverage, the State's ability to coritinue its 'share of the funding at this le~el rema.ins 


uncertain -- potentially imperiling the long-run success of the demonstration (see "Provider Concerns" below). 


, Te~Care is currently runninga deficit of $99 miilion., Ac~ording to the State, this may be because of a higher than 

'~expected level of enrollment ($62 million) and fn because of lower than expected premiums collections from the 

~orking poor ($37 million). 'It may also be that new financing sources mad~ availabl~ under the waiv,t?r qid not fully 

offset the lost revenue from the expiring provider tax. The State's' fi~ancialrepo~t for TenriCare's first year of . 

operation is due this summer. ,This report should provide additional information on actual TennCare funding and 

expenditures. 

Implementation. In a rush to meet the self-imposed short implementation schedufe, TennCare appears to have 
. 	 , .., '. 

, 	 . . 

encounteted some significant implementation problems during its start-up phase: 

/ 

• 	 The enrollment process in Tennessee seems to have been signifIcantly .compromisedby the short impleinent~tion 

.-	 period.. 'InTennessee's rush to enr~ll people, they asked people to,choo~e an MCO even before the MCOs had been 

Officially licensed. As a result, some'peopl~ chose MCOs that in the end deciclednqt to pa~ticipate: 

IL.!,. .'~~'Il' 	Ilk.PI
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• At least ,in the initial implementation stages, the sufficiency of the provider networks was seri9!;lsly in question. Only 

'. ~ne of the MCOs -- Blue Cross/Blue Shield -'-had a relatively comprehensive provider n~twork a~ the time during 

the initial enrollment period. Most physicians had no idea of what MCO they would join at the time when enrollees 
- " 

were being.asked to choose an MCO. Some provider networks that the MCO claimed were in place turned out to be 
. '. . , 

illusory. When patients obt~ined alist of participating providers, they frequently found out that the providers were 

n~ longer participating or were not available to provide treatment. Some patients had difficulty in accessing care 

became their MCOs contain significant service gaps. During the initial implementation period, only the largest 

MCOs had developed provider panels with a complete spectrum of specialty services. 

• Requiring low income populations to enroll into managed care in a short time frame placed significant pressure on 
, • , ". 1 !..' . • >.' ."' 

health plans toenroll members quickly and in large numbers. New plans especially needed to enroll"large numbers' 

of people" to offset expensive start up costs. Several MCOs practiced questionable. and even illegal marketillg 

practices in order t~gain a larger mar~et share. In their April, 1994 report on !ennCare implementation, the 

National Associatio~of Public Hospitals dted repeated, though undocumented reports that beneficiaries had been 

offered hams, turkeys or cash'ii1 exchange for enrolling in an MCO. " . 

-" .-~--"-qther than Blue Eross/Blue Shield~cov~rageofState employees, Tennessee had l~ttleexperience with managedxare ___.__ .. ",-..:"­

before TeooCare. Less than 5% of the State's population was enrolled in HMOs in 1992, compared to a national 

average of 16%. "R~1.Jghly 4% of Medicaid recipients were enrolled in managed care in 1992, compared to~ national 

average of 12%. 
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.' . 	 Many ofthe State's problems with the provi~er community and adminlstra~ingk;prgi~t !ere caused by the 

. quick implementatiori schedule, which· could have been acceleia,teddueto the pendin.g expirationcof the provider 

tax. Implementing the program more slowly would have allowed more time to' acquire staff expertise, to develop a. 

community base of support, tOTreate an organizational structure and administrative operati9n and to educate staff, 

providers and beneficiaries . 

. . -Counterpoint: Tennessee's rapid implementation schedule:and ambitious reform plans helped create in the State a 

,;.momentum for change and a cri~kal mass of support for the program -- a program that may now be too large and 
. ' .' 	 ".' . 

entrenched for the State legislature or prqviders to undo. 

Ongoing Provider Concerns. 

• 	 The Tenn~ssee Me~icalAssbciation brought suit unsucce$sfully against TennCare because they believed the 


physician'rates were too low. Physicians have been critical of the "cram down" rule~ which requires physicians 


providing services to Blue Cross/Blue Shield-covered State employees to participate in TennCare. Although many 


physicians had dropped out of the 'State employees program initially, most have since returned. 


• 	 The Tennessee Pharmacists Association has complained th;;tt pnarmacy rates for people in nursing homes are too low. 

• 	 Hospitals are also beginning to 'feel TennCare's pinch. Tennessee originaJ(y planned tQ set up a pO,al of funds to. 


make supplemental payments tohospitals for medical e"ciucation, continuing u~compensateacare costs, and the 


unusual costs a$sociated with high-volume Medicaid providers. Because of funding constraints,the State recently 
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ab~ndoned'plan~ to make $217 million in annual payme:nts fromthis poolto hospitals for'indigentcare and g~aduate 

medicaleducation. Since'TennCare began, seve~al major hospitals'in the State have experienced f~na~cial problems~ 
"' I. _. .. • ' 

incluciing the State's largest'Medicaid hospital in Memphis, which has eliminated. 100 bec\s, laid 0{f.218 employees . '.. ' . . . 

. (and may soonJay pff another 190); and eliminated cardiology andcancer services.. 
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DRAFT 
Illustrattve Medicaid Capped Growth Scenarios Being Considered by Congress 

Benefits Only--FY 1996 President's'Budget Baseline Estim'ates 

(fiscal years, billions $) 

Medicaid Benefits,Under Baselipe ' 

5 Years 
,. 

(1996-2000) . 

. 5543 

7Years 
(1996-2002) 

855.5 

10 Years 
(1996-2005)

, . 

1,419.2 

Benefit Growth 9.3% 9.3% 9.2% ' 

,-70.3 ' , 
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Illustrative Medicaid Savings Proposals Being Considered by Congress 

1996 - 00 

Savings 
($ in billions) 

1996 - 02 1996 - 05 

DSH, 
Reduce DSH payments by one-third 11 (42.5) (63.8) . (101.0) 

Replace DSH with a Vulnerable Population Adjustment 11 (43.0) . (65.0) (103.8) 

Welfare Reform Effects 
Restrict Medicaid Benefits for Legal Aliens 21 (13~9) n/a . n/a I 

Deny SSllMedicaid to Drug Addicts & A~coholics 21 (1.0) n/a n/a 

Deny SSl/Medicaid to, Certain Children 21 (0.6) n/a n/a 

Reimbursement 
Repeal the Boren Amendment n/a n/a n/a 

n/a n/a n/aEliminate 100% Cost Reimbursement for FQHCs 

Eligibility 
Tighten Asset Transfer.and Estate Recovery Rules ilia n/a' 'hla I 

Managed Care 
Mandatory Managed Care for AFDG Adults and Children-
and Non-Cash Children (assumes a 5% one-time 
reduction in costs) 11 ' 0.9 (0~6) (3,7)

'/ , 

Mandatory Managed 9are for AFDC Adults and Children 
and Non-Cash Children (assumes a 10% one-time 
reduction in cos!?) 11 (1.2) (4.5) (10.8) 

11 Staff Estimate using FY 1996 President's Budget Baseline' 
21 Preliminary OACT Estimate ' , 

't; . it <IT1 ,/-' f1~~
n/a =Savings estimates are not availabJe B~ Jbl~ 
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Medicaid Reform Options Being Considered by Congress 

Gro~h in the Medicaid program could be controlled and the program could be restructured in a number of ways. 

'I. 	 Comprehensive Medicaid'Reform 

One way to control growth in the Medicaid program would be to institute a major structural reform ofthe prograni, eliminating the 
matching rate system; but leaving in place the iridividual entitlement. Federal savings wouid be guaranteed by controlling the '. 
program's rate ofgrowth and converting the disproportionate share hospital (DSH) program into a smaller vulnerable population 
adjustment pool that would grow by the rate ofgrowth in the nominal GDP, 	 . 

States would be given a fixed per capita amount to provide a: stand,ard Medicaid benefit package. The initial amount would be based 
on an estimate ofper capita Medicaid costs for" the services in the standard benefit package. 'This estimate would' assume some initial ' 
savings from gains in program efficiency. The per capita amount would increase by the rate ofgroWth in the nominal GDP per capita. 
States would be at riskJor,additional increases in costs per capita, but not for increases in enrollment. 

. 	 . , 

, This option contains three major ~lements: 

• 	 The current array ofMedicaid services would be reconfigured into one standard Medicaid benefit package across all states, , 
States would continue to have the option ofproviding additional benefits at their own expense. . 

• 	 Recipients could be required to pa)'_non:i~a_l cost-sharing for most services, , 
" 

• 	 States would be given the flexibility to continue determining eligibility within new Federal guidelines, move Medicaid' . ' 

recipients from a fee-for-service delivery system into m~naged care systems, ,and more efficiently administer the program. 


Under this option, you could choose not to limit the growth ofbeqefits in order to allow states to expand coverage. A1t~rnativeIy, you 
could limit grQwth to some level below current baseline leveis (growth in nominal GDP per capita plus adjusted recipient growth 
.( about 7,7%». The table following the pros and ,cons (Illustrative Savings Option 1) illustrates the savings g~nerated' from-limiting 
benefit growth and alternatively, streamlining eligibility without a limit on benefit growth. The table also shows savings generated ' 
from converting the DSH program into a Vulner~ble Population Adjustment pool. 
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Pros: .' 

• 	 Because aper capita block grantretains.the individual ~ntitlement, Medicaid could still serve as an economic stabilizer during 
times of recession, A per capita block gr:ant limits Federal liability by, holding the states at risk for increas~d costs per 
recipient and. provides state flexibIlity, 

" 

• 	 Defining a standard benefit packageTeduces the variation in the generosity of benefits among states. The standard benefit 
package would mor,e closely resemble the benefits offered under private insurance indemnity plans, such as the Blue Cross & 
Blue Shield standard benefit package, . . ' .; . 

• 	 Reqll:iring.nominal cost:.sharing payments from recipients would also D;lore closely resemble private insurance plans. Cost­
." :sharing would ~rom<?te more responsible utilization of~ervipes~ which could lower per capit~ cos~s: 


• 	 Federal eligibility guidelines could be reworked to be based solely on Income as a percent of the Fedetal'poverty level. .this , 
would rationalize access to Medicaid services by offering more equitable and uniform eligibility standards .. Alternatively, '. 
states c~mld be given broader leeway to determine eligibility .under tighter ,ov'erall rules, which may include tightening , ' 
eligibility requirements for the non-cash aged populatipn or the SSIpopulation. Changes in eligibility for these. populations . 
could be made by tightening SSIeligibility for drug addicts, alcoholics, 'immigrants, and certain children; and/or by tightening" 

. spend,down and asset transfer rules. . . 	 , 

• 	 The block grant would allow 'states greater flexibility-to administer their pr:ograms by aUowing the~ to place recipients into 
managed care arrangements without having to seek a waiver.' ' " .', . 

. " 

"'Cons: 

• 	 If eligibility is determined' solely based on income, e,g., 100. percent ofFederal poverty level; ',some indh:,idmi.ls who are, 

currently ineligible for Medicaid (single males).could become eIigitile, while others currently eligible (pregnant women and 

children with incomes at 133 percevt ofihe Federal poverty level) ,would pecome ineligible. 


• . States are at risk if Medicaid 'costs grow fa.ster than the allowed rate ofgrowth in the'per capita amount. 
. 	 . 

• ' Limiting Federal Medicaid funding to payments for a standard set 'of benefits would have widely varying impacts ac~oss States 

April 7, 1995 (5:22pm) 

~ 	
3( D·P .':: Cr'.\~;./ 'f.~. 	 ../::..,:;~'¥. ~ ,~:J 

http:indh:,idmi.ls


· DRAFT 

relative to the Federal funding for their current Medicaid programs. For example, a State with generous benefits, i.e.; 
Wisconsin, could lose a large proportion of its Federal matching payments, while a State with minimal benefits, i.e., 
Delaware; could gain Federal payments under the block grant. . 

'" 
.: 

:; . 
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Illustrative Savings .Option 1 

~. Compreh'ehsive Reform 


. (Fiscal Y~ars, (in billions, Federal Share Only) 

,. 

. 
·Total. 

' 

Total . 'Total' ' ·DRAFT.1996 - 2000 . 1996 .; 2002 . 1996 -.2005 
c' 


'CappedGrowt'h for Benefits 1/21 (44,9) . (84.4), (176.9) 


Convert DSH into a VPA Pool 11 (43.0) (65.0) , (tQ3.8) 

,~Iisavi;:;gs Proposals Total. . (87.9) ,,' , (149.4) (280.7)11 

.1t Savings Estimated from' data behind tlie FY 1996 pr~siden!'s Budget , 


2/ Capped growth achieved by limiting expenditure groWth to growth in nomimil GDP per capita and adjusted recipient growth (about 7.7%). ',; 

. . . .,- .'.',. ... , ." 


, . 


Orie Alternat~ve to; Cilpping Benefits' 

'.' Total ,Total Total. , 
, ~996 - 2000 1996..; 2002 1996 - 2005 

(9.3). ,'. t-, 

Streamline Eligibility without ~ap , 1/2.1· " (1.~.8)< (47.5) 


. Convert DSH into'a VPA. Pool , '1/ '(43.0) (65.0)' . (103:8). ' 


lEgs Proposals Total-' (52.3)' (84.8), .. (151 ;3)11 


" l"_' 
.1/,SavingsEstimated from data behind the FY 1996J?J~sifll:ln(s BudgEll 


2/ Savings gE!nerated from tightening certain eligibility rules for the elderly ancFdisabled. 
. .~ " 

,.DRAfT'Another Alternative to: Capping Benefits 
. . , . . .~ 

" 

,Total Total Total, 
.' .1996 - 2000 1996 - 2002 1996 - 2005' ... 

Per c'ii.pita Block Grant without Caps 11 , O'~ o o 
~ .' < • 

11 Note this assurt:'es a current baseline growth for benefits. 

-; 
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2. .Block Grant with State Flexibility DR 
Under such a block grant, the. Federal government would grarit the states a large degree of flexibility to administer the Medicaid 
program, removing the existing Medicaid matching structure and individual entitlement status.- In turn, the states would' be at risk for, 
any costs associated with their Medicaid programs above the level <:Jfthe Federal grant. The Federal grant would reflect savings 

c 

realized from converting the disproportionate share hospital (DSH) program Into a smaller vulnerable population adjustment pool that 
grows by the Jate ofgrowth in th'e nominal,GDP. States would determine the level of eligibility, benefits and reimbursement 
rates for their programs . 

. 'The level of the Federal gr~nt would be determiried using a base year adjusted for tightening eligibility rules for S~Iand'the non-cash 
aged and adjusted for savings in per capita expenditures from anticipated program efficiencies. Forexample, these efficiencies could 
include limiting the amount of intergovernmental transfers or reducing variation in reimbursement for nursing homes and ICFsIMR. 
The growth rate for the block grant would be based on a predetermined index that accounts for recipient growth under the tightened 
eligibility rules and nominal GDP per capita. 

The table following the pros and cons (Illustrative Savings Option 2) ill~strates specific policies. states may pursueto offset the loss of 
federal fu.nds ul1der a block gra~t. ' 

Pros: 

-The Federal government, by lowering the growth rate of the new block grant, can achieve savings .. 
. .. 

'! States ar,e provided with the greatest flexibility to determine eligibility, benefits, reimbursement levels, and delivery systems. 

Congress' could achieve savings withoui,p~oposing specifi<:; reductions in 'eligibility, payments, or'services. ' , ­
• The Federal liability is capped and predicta.ble, 

- The ability of states to game Medicaid in the future could be reduced. 

Cons:," DRAfT 
, 

- States' ability to manage a program with an annual cap varies considerably. ' 

7, 1995 (5:22pm) 
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. 	 . 

• Dep~nding upon the index used, Medicaid may not serve as a limited safety net for insurance coverage during a recession. 
'. 	 . 

• 	 States may be forced to shift resourceS from the AFDC-related population to the aged and disabled population because this 
p,opulation is growing faster and has higher per capita costs, . 

. . 

• 	 Accountability for Federal funds could be reduced .. 

• 	 Some states could reap a "profit" if no' state maintenance ofeffort is required', 

""RA: Ii=T..D.' .. I"'· B. . 
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Illustrative Savings Option 2 
Block Grant With State Flexibility , 

(Fiscal Years, $ in billions, Federal Share Only) 

RAF~I 

Total 
1996..; 2000 

' Total 
1996 - 2002 

Total 
1996.; 2005 

Reimbursement Reductions 

Reduce Inpatient Hospital Payments 1/21 . (9.7) (14.6) (23.2) 

Reduce Nursing Facility Payments 1/21 (10.2) (15.4) (25.0) 

Convert DSH into a VPA Pool 11 (43.0) (65.0) , (103.8) 


Subtotal; Reimbursement 	 (62.9) (95.1) (152.0)' 

. 	Elimination of Benefits 
Eliminate Coverage for Home Health Services 11 '(6.8) (10.6) (18.0) 
Eliminate Coverage for Personal Care Services 11 (11.9) (18.2) (29.6) 
Eliminate Coverage for Dental Servi~es 11 (6.0) (9.4) (15.6) 
Repeal EPSDT Mandate ' 31 

Subtotal, Benefits 	 (24.7) (38.2) (63.2) 

Elimination of Eligiblity:Categories 
Eliminate Coverage for Medically Needy'Adults 11 (6.3) (9.8) (16.5) 

Managed Care 
Mandatory Managed Care for 
AFDC Adults:& Children, Non-Cash Children 11 0.9 (0.6) (3.7) 

Interactive Effects 	 41 ' ' 12.5 19.7 32.9 ' 

.llsavings Proeosals Total 	 ~80.5} , {124.0} {202.5}11 

1/ Savings Estimated from data behind the FY 1996 President's Budget 
"1,114~'T ' 21 Reduction in Inpatient Hospital or NF expenditures could result from utilization controls or lower rates. 
~ " 'DR 

31 No pricing available 

4/ Interaction assumes a 25% .offset 
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3. Federally-directed Approach 

The Federal-government could pursue specific policies to reduce Federal spending to meet the savings necessary in a capped growth 
, 	 ~ .. . 
scenarIo. 

Eligibility rules for SSI and the non-cash aged populations could be tightened to achieve savings. Current optional services (except 
. prescription drugs, including ICFsIMR) could be capped at the current levels and allowed to grow by the rate ofgrowth in the nominal 

GDP. The disproportionate share ~ospital program could be eliminated and replaced with a smaller vulnerable population adjustment 
pool that would grOw by the rate ofgrOwt:h in the nominaLGDP. ' . 

~ 	 . 

. The table following the PrOs and cons nllustrative Savings Option 3) illustrates specific policies the federal government could pursue 
to limit Medicaid spending under a capped growth scenario. 

Pros: 

• 	 The individual entitlement· and match· rate system for Medi.caid is retained. 

• 	 Savings are achieved by specific policies to slow the rate ofgrowth in eligibility, and the rate ofgrowth in optional service 

expenditures. . . ' . 


• . Accountability and Federal oversight are retained. 


Cons: 


• 	 This approach makes no fundamental changes to the Medicaid program. 

• There is no limit to overall F ederalliability nor are states giveri greater flexibility to administer the program. 

• 	 States' ability to game Medicaid in the future has not been controlled. 

R A!!l""''''i\!'' 
~! 	 ~"" .,.
\\ "s 	 v 
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Illustrative Savings Option 3 'U l'\.. ~ 
~'\.. ~~ 

Federally-Directed Approach 
(Fiscal 'Years, $ in billions, Federal, Share Only) 

'. Total . 'Total Total 
1996 - 2000 1996- 2002 1996 - 2005 

Reimbursement P:ropbsals 
Repeal Boren Amendment 
Convert DSH into a "PA Pool 

1/ 
2/ (43.0) . (65.0) (103.8) 

Eligibility Proposals 
Limit Eligibility ,for Certain Aged Recipients 2/ (11.4) (24.0) (56.4) . " 

Benefits Proposals 
Block Grant Optional Services 2/ (13.8) (29.2) . (67.4) 

Managed Care Proposals 
Mandatory Managed Care for . . . 
AFDC Adults & Children, Non-Cash Children, 2/ ,'0.9 (0.6) (3.7) 

: Interactive Effects 3/ 6.1 ,13.5 31.9 

flSavings Proposals Total (61.2) (105.4) - (199.4)11 

11 No pricing available , 
21 Savings Estimated from data behind the FY 1996 President's Budget 

31 Interaction assumes a 25% offset 
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RAfT 
s. Medicaid Managed 'Care Act of 1995 

Senator Chafee is circulating a draft copy of this bilL The bill amends the Social Security Act to permit greater flexibility for States to 
enroll Medicaid benefibiaries in managed care arrangements, to remove barrierS that prevent States from using managed care to 
provide Medicaid services, to establish quality standards for MediCaid managed care plans; and for other purposes; 
". . .' . . 	 . ,"" 

• 	 States may require Meqicaid recipients to enroll in managed care plans without applying for a waiver. 

However, states may: not mandate emollmentfor (1) children with special health care needs (i.e., children who are 
disabled, on SSI, or in foster care); (2) qualified Medicare beneficiaries; (3) homeless; or (4) migrant agricultural 
workers. (§ new 1931) . 

. • ., .', The current federal requirementsgoveming managed care under Medicaid are repealed ... 

• 	 .the bill establishes, 'and Medicaid managed care plans must abide by, standards for: 

, , ' . 	 '. 

nondiscrimination; quality assurance; due process for plan providers and, enrollees;' and treatment of children with 
special health care needs. . 

• 	 The in~ludes provisions to prevent fraud in Medicaid managed care 'plans. 

• 	 The bill also includes sanctions for noncompliance by Medicaid managed care plans. 
• . • ,', I 

The also contains the following provisions affecting§ 1115 and § 1915 waivers. 

• " The bill grandfathers approved § 1115 and § 1915(b) Medicaid waivers until tlie expiration date of the waiver. 

• 	 The Secretary mU$t, prior to extending any § 11 ~ 5 or § 1915 waiver, conduct an evaluation ofexisting and pending waivers and -	 , 

submit a report to Congress recommending whether States requesting an extention of such waivers be required to comply with 
the new Medicaid managed care requirements found in this bill. . . . 

• 	 The Secretary may not waive, pursuant to §1115 or §1915, any ofthe provision"scontained in this bill except for one specific 
provision regarding the treatmen.1of children with special health care needs by managed care·plan~., 

:p fi 'l "'3qli'li.i!i .. 



DRAF~fS 634: State Medicaid Savings Incentive Act of 1995 

Senator D'Amato introduced this bill on March 28, which was referred to the Finance Committee. The bill includes the following 
provisions: 	 ­

• 	 At the beginning ofeach fiscal year, the Secretary ofHealth and Hu~an :Services would be required to, set a Medicaid ,baseline 
for each state based on historical growth in the state and other factors she deems appropriate. 

• 	 If a State achieves a rate of growth fora fiscal year which is less,than the state's baseline rate, the Secretary would be required 
to make an incentive payment to the state. ' '. 

• ,Theincentive payment would be equal to the amount that is:20 percent of the difference between the amount the federal 
, 	 .' government woulphave paid to a' state in that fiscal year, if state' Medic~id'expenditures had increased by the expected state 

, .·baseline growth rate and what the state actually spent in that fiscal year. ' 
. 	 .... . ~ 

'Comments: This system ,would cause. complex and highly political ,negotiations between HCFA~and the states ab'out the choiceofa' 
base year, which years should be included in growth rates, and which "other factors"should be included: ' , ' 

States with historically high gr~wth rate~ from do~ations and taxes and DSH payment schemes could ben~fit from having a baseline" 
"set based on historical growth. Through incentive payments; states could re~oup some of the federal funds that they would have' 
, otherwise lo~t as a result of the 1991 and 1993 laws. HHS would be required to refund part of the difference between states' inflated 

baselines and actual state expenditures that were incompliance with the'DSH laws. This' would undoubtedly result in increased 
federal expenditures. " 	 . 

A Historic Note: OBRA 81 established caps for federal Medicaid spending and inceritives for states. Total federal reimbursement 
received by each state inFY 1982, 1983, and 1984 was reduced by 3 percent, 4 percent,and 4.5 percent respectively. A state's . 
reduction could be lessened one percentage point for each of the follQwing conditions: operating a qualified hospital review program; 
an unemployment rate exceeding 150 percent of the national average; or fraud and abuse recoveries equal to one percem of federal ' 
payments to the state. ' 

States could also decrease tneir reductions by spending less than their "target" a~ounts.Each state's t~rget amount for FY 1~82 was 
109 percent ofthe state'sestimate of the federal share ofFY 1981 Medicaid expenditures. Targ.et amounts for the subsequent years 

~~.'n~ t~
~D 	 ~,.--... " .~ 
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were' adjusted basedon changes in the MCPI-U. For each dollar under its target amount, a dol.lar was offset from the state's total 
reduction. 

The provisions were repealed in FY 1985. Many dispute whether the Reagan cap actually had an impact on the program, since there 
were so many ways in which states could lessen ~he percentage reductions set in the law. 
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THE BASICS ,OF MEDICAID 
, \ 

TERMS ANP DEFINITIONS 

ADLs 	 Activities" of 'Daily LIving • General categories
used to measure an ,individual'8 leve,l of • 
functional impairment -- dressin.g, bathing '. 
toiletinq,. eating, ':.nd mobility. ' . 

,". " l 

, ALJ's . "Administrative Law Judges -'preside over hearings 
. regarding cUsputes over eliqibility

determinations. ' 

AMP Average Manufacturer Pric'e - Aver~ge'unit price
paid to a manufacturer for a covered outpatIent ' 

, 'drug in the Sta·tes by wholesalers for drugs
d'istributed to the retail class of trade. Basis 
for rebates.. 	 . 

APWA . American P.ublic welfare Association. ' 

AS,signment of, Rights Requi~ernent that States secure the right
of recovery from any liable third party' , 

who can, or· must ~ontrlbute or pay for covered,' , 
Medicaid services. Medicaid reCipients sign a 
statement authorizing the State to rec~ver from 

, third party payors., 
'" 

Best Price 	 Lowest price at which a manufacturer sells,single.· 
source or innovator multiple source drugs ,to any.
purchaser in any pricing structure. Basis for ' 
rebates. 

Bona Fide Effort to Sell Exclusion of any resource·whi~h an 
. individual ha., t~ied.unsuccessfully 

to sell. There is no time limitation on this 
exclusion. 'l'his~s an SSl procedure. 

Boren Amendment Section 1902(8) (13)(A)of the 'Act, known by . 
the narne.of its, principal 'sponsor, which 

provides'that State payment rates for hospitals
and nursing facilities must be reasonable and , 
adequate to meet the costs'whichmust be incurred 
by efficiently 'andeccmomically operated . 
facilities in order to provide'care and services. 
in accord~nce wlth State. 'and Federal laws and 
regulations and quality and safety standards. 

Buy-in· . 	 ~efe!'s to'th~ requirem~ntund·er.ection 1903(~) (1)
of the Act ~ States mus-t "buy-in~' or purchase ' ' 
private .or publi~ health inBurancefor certain 

12 ­
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individuals. The "buy-in" of Medicare costs fot 
the elde:ly and working disaDled is the,most 
common example of this. (see QMB and QDWI) 

CPI 	 Consumer Price Index 

capitation. Payment at a rate per recipient per month or for 
'any'designated period 

Ce.::;.!) ;,Zanagement When ,a 'speCific person or agency is 

Co!:\parability 

Coat Avoidance 

DO 

DME 

PRG 

responsible for locating, .coordinating, and 

'monitoring all primary care and other medical 

services on behf.lt of a reclpient. 


The 'requirement that, with certain exceptions,
services available to the categorically needy must 
be no less in ar..ount, duration, and scope than ' 
those ava~lable· to the medically needy_ Also, 
services to indiViduals must be equal in amount,. 
duration'and scope for those within the 
categorically needy group and for those within a 
co·"",::-ed 

, .
medically nee.dy group.' 

Third Party Liability requ'ireme~t that States 
must require providers to obtain payment from 

other liable parties 'before the Medicaid progr.am
will reimburse for covered services • 

. Oe'lelopmentaHy Disabled - defined in the 
Developmental Ohabil1t1es Act of .1984 
(P.L. 98-527)' 

Dural:>le medical ·aquipment,· such as wheelchalrs, 
o;(ygentanks, an:::!. ~pnea monItors. 

DIaS'nos.1sRelated Group!ng - rate-setting system 
. for l1ea1care. St,me' States reimburee inpatient 
hos~ital expenses under their own DRG System. 

'. 

Deeming. 	 Considering inc()me or resources which are . 
available to an individU~l not receiving
assistance a8 ava11ableto an individual receiving
assi"tance. .In l~edicaId, income ar&d resources are 
only deemed from parent to child or from spouse to 
spouse. '. (Be awa.~e that AFDC deeming rules are 
diffarent from those of Medicaid and that there 
hal DeEm a great deal of. litigation on that' . 
issue._ ) 
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DSB 	 Disproportionate Share Hospi tal. A hospital wh~ch 
serves a higher than averageproport.1on,Of

,medically indigent patients. States pay these 
hospitals at ,a rate which compenlJate. them for' 
their care to ,non-paying patients • 

Dual E11gibles . Individuals eliglbletor both Medlcar~ and 

MediCaid. 


PUP. 	 Drug use review. Program required of all States, 
by OSRA 90. Retrospective and prospective review 
of prescriptions is made to assure they 'are 

'eppropriate, medically necessary and that they 
will not rosult in adverse medical outcomes. 

, ' 

EPSDT 	 Early andP~riodlc Screening ,'Oi.qnostic and 
T:reatment s,e.rvices - screening/diagnostic aervices 
to deter!':°.ine ph:rsical or mental problems in 
recipients under 217 includes treatment to correct 
or ameliorate any defects and chronic conditions. 

ESRD 	 End. Stage Renal Disease 

Entitlement 	 Program or benefit 8~ailable as a matter of right
to' all who, meet the specified eligibility
criteria. 

Essential Spouss' The spouse of an aged, blind or .disabled 
reCipient of cash benefits who U.vea with the 

individual,whoee needs were included in 
determining the amount of Cash payment, and who is 
determined essential to the individual'. well
btHng. ' , 

'. FFP , Federal FinanCial Participation - The amount ot 
money paid to a State by the Federal government . . 
for Medicaid 'servic:esprovidGd to a reCipient and 
for admini8~ration of. the Med~caid program in the' 
State; For services, FNAP is the rate used to , . 
calculate FFP.· ,Administration and Medicaid 
Management Information system costs are matched at, 
ether uniform ra.tes. 

FMAP 	 Federal Medical ASSistance Percentage- the ' 
, percentage of the total cost of medical care 

provided through the Medicaid program that 1s paid
for by the Federal government. FMAP is baSed on 
the relationship between a State's per capita. " 
personal income and that of the nation as a whOle. 

14 
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for three 'previous years.' FMAP'. vary from 
" 

50 to 
about 80 percent. '(see Appendix C for a complete
listing.) . . 	, , 

IV-D Agreements 	 As part of ita TPLprogram a State must have 
a written agreement with a local child 
support enforcement agency for recovery of 
fund$ for the Medicaid program from an absent 

,parent andlor 	his/her'insurance be~efit8. 

rre~dom of .Choice 	 'A principl~ of Medicaid which allows a 
recipient ,freedom. to 'choose . providers. Can 

be waived (see, t,:AIVERS). 

Grandfat.hered Groups 	 Certain groups which Congress exempte by,
law from new requirements, e.g., 

. stricter eligibility requirements.
" . 

. , 

HHA 	 Horne health aganciy -an entity that provides
medical, services to patients In, their homes. 

HIO Health Insuring Organization - an entity that pays
for medical services provided to recipients in 

. eXChange, for a premium or lIubsCription charge paid
by the State and assumes an underwriting risk. 

HMO 	 Health Maintenance Organization-a prepaid health 
plan that renders a comprehensive range of health 
care services to enrollees in return for . 
predetermined premium payments or a capitation 
rate. 	 ' 

Hospice 	 Term used to refar ~o a facility that cares for 
terminally ill patients, or to the care itself. 

ICF Intn=~ediate Carl! Facllity -See NF. Prior to 
"OBRA 87 an reF. was an _lnetitutionfurnishing 
, health-related care and services to individuals 
who did not require the degree of care provided by
hospitals or skilled nursing, facilities ,(SNFe). 

ICF/MR 	 Intermediate Caro FacUity for the Mentally'
Retarded - an institution whichptov1de,B
app:::opriate superVision a.nd active treatment to 
Mentally'Retarded and Developmentally Disabled 
residents, 1n addition to prOviding necessary. : 
health and medic~:l care ~ \' 

15 . 
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IEVS 	 IricomeEl1giI:>11!tyverif'ication System - a 
computerized system usinq Internal Revenue Service 
(IRS) data to verify a~ individualts income and 

, resources reported on the Medicaid app~ication. 
States must have an agreement with 'IRS to use 
their data and to protect the confIdentiality of 
the data. " 	 , , 

10M InstItute of Medicine - chartered in 1970'I:>y the 
National Academy of Sciences' to enlist " 
distinguished members of'appropriate professions
in t,he: examInation of policy matters pertaining to 
the health of the public. " 

,.t 

IMDs Institut1onfor Mental Diseasas.A hospital,
nursing facility, or other institution of more 
than 16 beds, that is primarily engaged in ' 
prov1ding diagnosis, treatment or care of persons
with mental diseases, including medical attention, 
nursIng care, and related services. , 

, 
Income'Disr~gard Income which is not counted towards an 

individual's total iricome when 'determining
'Medicaid eligibility. 

MEQC, 	 Medicaid Eligibility Quality Control - ~ee QC 

MMIS 	 Medlcaid Management'Information System' - the 
,federally mandated computer system used by State. 
Medicaid Agencies for claims processing and " 
information retrieval. 

Medigap 	 Private insurance policIes designed to, cover costs 
not reimbursed,by Medicare. 	 ' 

, , 

NF 	 Nurs'ing Facility - An' Institution, pro~iding
skilled nurBin~ care, r~habilitatlon services, and 
health-related care to individuals who because of 
their mental or ,physical condition require care 
and services which ca'n be made available to them 
only through institutional facilities. 
," ' , 

-1902(e)(3)Disabled Children 	 The Tax Equity and Fi~cal 
Respon8ibil~ty Act of . 

1982 establi~hed an optional program wherebyStates 
may provide home care to diea~led individuals 18 
years of age or younger'through regular State Plan 
services-if the estimated cost of' cering for the' 

16 . 
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child in the hOl1',B- is not greater, than the 

estimated cost of caring for the chUd in the . 

appropriate institutional Betting (e.g., hospit~l, 

skilled nursing facility, intermediate care 

facility). Income deeming rules for 

institutionalized individuals are used. 


PASARR 	 Preadmission Screening and,Annual Resident Review 
- OBRA 87 =aquirement for nursing facilities to, 
determine appropriate placement and. treatment tor 
mentally Ul. 

PHP 	 Pre;;<d.d Health Plan - simllarto an HMO except

that it provides less than a comprehensive range

of services. . 


, PNA Personal NeedeAllowance. ~The amount of an 
. institutionalized person's own money he is allowed 
to ke-=p in a mon':h to pay for personal

·In:::lclentals. The minimum established PNA is $30 
per individual, ~60 per couple, although some 
States permit la~ger atlowances. 

Pass-through groups 'Individuals who do not receive AFOC or 
SSI cauh benefits but are'eligible for 

Medicaid because they'lost theireliglbility due 
to changes In la\.i in 1972 and 1977 which ra1sed 
thei::: income ovel' the limit allowed under the caSh., 
proS::am. 

Pay-and-Chase The pr'acticE:l whereby a. state ·reimburses a 
,provider f9r the COlt. of covered serylces

rendered and the~ recovers funds from liable third 
parties!. 	 ' 

"Pickle" people A speCific ~'roupof people who have re,tained 
their MedicE:id eligibllity deap!te U).e fact 

that they have lest other benefits due to coat of 
living adjustments (named, for Congressman Jake 
Pickle, sponsor of the enabling leg.1s1ation). 

Post-El1gibility 	 For individuals in.institutions, all income 

is considered avaIlable to pay for cost of 


. cars, except for amounts protected for the use of 
the ':'r.d1vldual or his' family (such as the PNA or 
various reparation payments). Post-eligibility is 
the process by whIch these protected amounts and 
their value are d!termlned. . 

17 . 
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QA 	 Quality Assurance - pr~ces8 by which a State 
monitors or audits' care rendered to Medicaid 
recipients to assure that all applicable, Federal 
and/or State stendardl\l are met. ' 

OC (MEQC) 	 QuaHty Control (Medicaid EiiglbUity Quality
Control) - a SY6tem designed to reduce erroneous 
expendituree by monlt~ring eligiblity
determinations, third-party liability actlvities, 
ahr; claims procezHHng. 

QOWI 	 Qualified Disabled and Working IndiViduals. Title 
II disab1lity benef1claries~ho have lost benefits' 
due to earnings In excess of SGA ($500/mo.) but' 
with'incor;.a less than ,200 percen~ of the f.ederal 
poverty level and resources less than twice the 
SSl level" and who ar~ not otherWise. Medicaid 
eligible. States ,are required to "buy-ln"l pay,
Kedicare P~rt A premiums, deductlbles and 
coinaurancafor 3uch individuals •. 

OMS 	 QuallfledMedlcare Benef~ciarles. Medl~are Part A 
eligible ind{vid~als w~th ,lncome.8t or below a 
specified percen'tage :0£ 'the federal poverty level ,. ,

(95% in 1991), a:id who do not have 'resources 
e~ce~ding twl~e the S9I level ($4,000 per
individual and $5,000 per couple !ri 1991). State 
Medicaid agencies are required to,'pay the cost of 
Part A and B preuiums, deductiblell and coinsurance 
for such individuals. ' 

Qualifying Trust (Medicaid Qualifying Trust) Trust or 
similar legal davice establi.hed by an individual 
(or ~pouse or parent) under whlcht, a)' the 
individual is thE! benefic.lary of all or part of 
U.e payments fror,~ thE! trust t and b) the amount of 

..	such distrlbutior:. is dutermlned by one' or more 
trustees who are permitted to exercise any
discretion with ,respect to the amount to be , 

.- distributed. The establishment of the trust and 
its structure of payments t.o the benefiCiary allow 

. the baneticiaryto' meet Medicaid income ' 
ellgibility standards without having to 'spend down 
to income and resourCe guidelines. The maximum 
payments that. could be made by'the trust to the 
beneficiarY are counted as ava!lablerasources 
whether or-not thspayrnentsare,actually made. 

18 
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SAVE, 	 Systematic Alien Verification for,Entitlements: 

The Immigration Reform and Control Act of 1986 

(P.L. 99-603) requires that States use SAVE, ~n 
INS' system"to verify the immigration status of 
aliens applying for public/medical 88Bistance. 
sectlonl137(d){3) of the aSA, includes SAVE as 
part of the IEVE requirements." 

SMDA 	 Ste:i:.e MedicaId Oirectors I Al'JSociation - A 
professional, nonprofit organization of 
representatives of State agencies, D.C. and the 
territor1~,g; 8i1:ce 1979 affiliated with the APWA. 
Purposeb as fecal ,point for communication· 
between the states and Federal government. 

SMG 	 Ste.~~ Medicaid a,roup - A joint body composed of 
the Executive Committee of the SMDA and senior 
offiCials of the HCFA. 

SNF 	 Skilled Nu~s1ng Facility - an insti~ution whIch 
has in effect a transfer agreement with one or 
more participe.tinghospltals, and whIch is 
primarily engaged in providing to inpatients 
~killad nursing care and restorative care 
services, and me3ts specific regulatory Medicare 
certification requirements. 

1634 Agreement Agreement under which a State contracts with 
the Social Security AdministratIon to conduct 

all SSI-related Medicaid eligibility'
determinations. Other states do their own 
elig!biity deterninations using SSI criteria. 

1619 	 See Work Supplemfmtation 

Spendcown 	 Individuals in209(b) States or those eligible 
under theUedically Needy program often have to. 
make payments on medical b1118 until their income 
minus .expenses incurred for medical care falls to 
or. ::',llow the' State-presscr,iDed' income level. The 
amount they must spend·down each period is, 
dete~ll\ined at ths time el1gibillty is determined. 

State Eupp 	 State Supplemental Payments - When SSI was 'enacted 
in 1972, 'in some States the new SS! cash payment 
amount was smaller than the payments made to , 

. individuals under the previous cash program. 
Stat~,:a were requlredto make up the difference 
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with a'mandatory State supplement. states may 
a16,opay optIon'll Stat~ supplements .. 

Ste.tewideness .A requirement tllat covered services and" 
administrntion b,e equitable throughout the State. 

'. 'rhis requ~rement elln be wa~ved (see ',WAIVERS) • 

TAG'e Techriiclll Advisory Groupe whic.h sen'e as 

s,uhe;oinmittees tto ,the six standing committees of 


.the SMDA. 


TEFAA Kids 'seG 1902(e) (3) 

TPL ~Thitd P~rty Liability - Medicaid is the payor of 

last resor.t for medical expenses. If a third 

party' such asah,in8urance~ompany 18 liable for 

so;:;'\' or a'll medical bills, the state must 

determine the l1~bili ty and may either pay the 

amount remaining or pay the full amount, and seek 

reimbursement fr'~m the third party. Order -of 

l1abiUty~ 1) recipient, 2) insura.nce company,

3) Medicare, and 4) Medicaid. ' 


'~09{by/ , Section 209(b) oi the 1972'50c181 ~ecurl~y '. 
Amendments or 1902(£) codifiod as sectlo!) 1902(f} of the Act. 

R~ferB to the statutory authority . 
allowing States to have more restrictive 
fimmed,al methodologies for the aged, 
blind, Or disabled than those of the SSI 
progratr.~ 

\,I'ork Supplementation Prograrr: under sectfon 1619 of the Act in 
which blind or disabled individuals 

, who \o,"ould normally be limited to earning a certain 
amount of income in order to retain blindness or . 

. disability status are allowed. ,to continue work~ng. 
Income is l!:PlDject to the SSIincome .disregards,; if 
income is more,th~n the SSI,st~ndar98, they may 
still receive Medicaid as long as they earn le,ss 
than the amount they would lose if. they lost SSI 
and l':edicaJ.d.· . . " 


