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DRAFT 
MEDICAID REFORM WITHIN THE EXISTING STATUTORY FRAMEWORK 

The current Medicaid program (title XIX of the Social Security Act) and its implementation through 
federal and state policies has evolved through many years of federal and state debate and problem 
solving in order to balance the needs and interests of all those involved in the program--state and 
federal government and taxpayers, providers and beneficiaries. 

Significant changes, such as the new state flexibility in the President's plan, require that problems 
with the current statute be identified and revised in order to achieve an orderly and cost conscious 
transition. Such careful change is essential when dealing with a program serving 36 million 
individuals and spending nearly $200 billion federal and state dollars. The alternative -- creation of 
a new statute and program -- would foster Wlpredictable change and unintended consequences. 

Beyond the specific policy concerns that have been raised about the draft plan, additional issues 
arise in any plan that creates a new title. 

• Stat~ and federal implementation issues. Follov.i.ng enactment of Medicaid refonn 
legislation, state and federal governments could begin revising their existing programs more 
easily if the familiar groWld of the existing Medicaid statute were revised rather than 
replaced. Start up costs and delays in implementation would lead to very limited short term 
savings, and long term savings could be seriously compromised. 

Delays in developing new legislation could be a problem--particularly in states where 
the legislature meets only biennially. 

Development and issuance of new federal and state regulations and procedures 
would be time consuming, and mechanisms to provide federal funding might not be 
in place Wltil a number of issues are resolved. 

All federal. and state program forms, provider agreements, data systems, 
administrative systems, and survey and certification procedures would need re­
examination. 

• Legal Issues. A vast nwnber of issues--even those that have been long-settled--could be 
the subject of contentious and time consuming new litigation. This would be true even if 
Congress expressed its intent to continue certain parts of the program with little or no 
change. 

• Protections for federal and state go~·ernments, beneficiaries, aod providers. In addition 
to the many legal, administrative, and procedural issues that must be dealt with, there are 
important provisions in the current statute that provide protections to federal and state 
governments and taxpayers, beneficiaries, and providers. 

Some examples of types of title XIX protections that could be lost are as follows. 
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• Beneficiaries are subject to rules within which they receive services under Medicaid. 

Some of these will be changed consciously, others would likely change through lack of 
awareness, and would have potentially significantly serious unintended consequences. 
Some examples: 

--1916 Cost sharing protections in current law (substantially different from those in 
the proposed new title.) The existing cost sharing provisions identify the 
specific beneficiary populations that are subject to cost sharing. They also 
delineate the conditions under which cosr sharing can be imposed. Providers 
and beneficiaries alike are aware of the requirements. 

--1920 Allows presumptive eligibility for pregnant women in certain situations, 
which allows immediate service by providers to pregnant women while the 
formal eligibility process is being completed. 

--1902(b) Prohibits special eligibility limits such as duration or specific location of 
residency requirements, citizenship requirements other than that the 
individual be a citizen of the U.S. This prevents one state from establishing 
a longer state residency requirement than its neighboring states. 

--1902(a)(l 7) Provides for standards for how income and resources are to be detennined, 
and for taking into account only income and resources that are actually 
available to the individual. These assure that neighboring states use some 
comparable definitions for purpo,?eS of determining income under provisions 
such as required coverage of individuals under the federal poverty level. 

--1907 Generally may not compel a beneficiary to accept services contrary to 
individual religious beliefs; this is a protection of individual religious 
liberties 'Within Medicaid, important to groups such as Christian Scientists. 

--1902( a)(7) Protection from disclosure of information. This creates the framework for 
privacy and release of information in the course of routine state Mediciad 
administration. 

• States and the federal go-vernment have procedural and due process guarantees, as well 
as links with other programs. For example: 

--1902(a)(16) Individuals are the responsibility of their state of residence. Thus~ states are 
not required to pay for services to residents of other states. If a resident of 
one state receives service in another state, the state of residence is not 
required to cover items not included in its state plan, nor is it required to pay 
for the services at rates higher than in its state plan. 

--1914 Linking Medicaid ·withholding 'With Medicare withholding of overpayments 
to certa.in providers, with due notice requirements to the States. This assures 
coordination between Medicare and Medicaid in the case of overpayments. 



OJ/25196 20:35 '6'202 401 iJ21 HHS ASPE/HP 

DRAFT 
• Providers are assured that the Medicaid program will operate within certain 

expectations. For example, 

~ 004/004 

--1902 (a)(37) Payment of claims within 30 days. This is a standard business practice and 
protects providers from cash flow and other payment problems that could 
affect their willingness to participate in the Medicaid program. 

--1902( a)( 48) Method of demonstrating eligibility to provider when beneficiary has no 
fixed address. This gives providers some degree of confidence that 
individuals seeking Medicaid eligibility have a likelihood that they will not 
be determined ineligible because they have no fixed address. 
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(Aniilyto:h: nt th9 March 7th d?alt Modieaid bill, without ihe finandng provi.e;i.1Jue;) 

Tho M~h 7th draft nf T.h~ MMicaid bill docs noi givo life to tho Oov~mor~· 11.gr~m;nt 
rha.r ctnBin groupi of people wnult1 hi:! auaran~•d at loast £om1 healtll c~ coveruge. While the 
c11'afl im;ludcM provi.~1ons dlre.cl:1.ng ~tatr..c rn JITOYidt. c.overage to younaer children, pregno.nt 
women, 111d ~cmc disiabll:d 1md clderlY pr.nl'lr. A.~ call~~ !or in the NOA resolution. other 
provlslons In th' draft nceu.e any semblance of a r~r fllill'llnt~.c: ci! c.ovw~,ac:. If th• Mrm;h 7rh 
bl// 'Wlfl"O 10 b1cu111e fuw, zlutnJ would l>e 1ID fcderal/j-dt:fiN.d CMllf' aj'people wJitJ "'ouJd be 
QJl'l8ed afford4bl1 eovtraf,t. 

By rcpoalin& Title XIX il.nd wing Mc:.digi:"'11 ~ tho ~is for thi.s draft. the bill Gl.iminatcli 
many prO\lialons in fedcr&l law clut were not sp~lfically l&Jw~scd by the eovernors' aereement 
Some of these provi~on• arc major and orhers arc lm s~nilkauL, but 1n combl.nacion the loii of 
these federal rules make the so-called guarantceJ in the bill larp_cly i:osmenc. The re!UlC is 
something far different from the blWlnco bctwC£;n federal 1uarAni.e~ aml 51&1C tlcxlblUcy thal the 
Dcmocr&ac governors hoped to ~'hicvc. 

Tn the e.xt.tnt that the soverncirs, nr s:ome of th~m. intended rhe Pebruary Grh NOA 
aareement m mf'J1n r?!Ar rhrrt \lr'ould be a rederal hoal'h care sa!e'y net tor 1u lcnst some groups of 
vulnerable pcorilc. the March 7th drafL bill most 'crtainly docs not icfl~t i:ho go~mon' 
isreement. ffse arejlLSf. Knmfl ('It. Th~ ways in which the dnft bill undermines the gove.mors' 
itXJeemen.T to USU!e COVM3ie ro rnnr ~hll!1r11.n 11nrlrr IS!- 12, prl'!gnant women, .and elderly 1mrl 
disabled people. · 

1. Tla11 Gu"tirnurs a:reed that federal law i;honlct Mmrei tbat children and pregnant 
womrn with lnromes below spet:ified levels 111011lit hP t.overeil. Hnwf'Nar, boaus:e th11 
Marth 7th dn1n ~llmimu.~s Kil reaeral rules re1111ne co now tncomP. 11nd nsae1s would 
lie wunLcd, Uu:: f&derllU.y•prQ\:rlln:d Income levels tbat appear in the dral\ bill 
become virtually moanin5:1~. 

• All federol rula11 governln& wbat income would be coumecJ .art 1:llmJnatec1. 
Suites could consider gross nthcr thi.111 net ini:;omc i.11 l.lc1.cnnlnin1t clif.il>llhy fol 
Medicwcl. They goul4 ohooso io disollow on)' of the c1mcnt deductions {su'h i:iS 

those for work related expen5e9, ineluding clU.ld elU'C) that arc intellded lo ui;..u-c 
that only income thllt is available ui pay for medicnl cue is eons.idertd when 
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Medlca!d ellglbllhy is determined. In a.ddldon, 'ta~s coul'1 i;oum uun;.;a~h 
b:nofit.a when oak~lilting finQ.llcw cJ.i.&ibility. Ror'-'pt of howin; ~)Lii.i&~ u1 
child cue oubGidieo misnt d.i~'iuiilif)' ohildron 01 p~gnant women from Medlcai.d 
tven if their cash income werfl w~ll bNow the JIO"l':f't)' level. 

• All ted~nd ruleti gov1rnin1 what ui&i6 would b1 ~unLed aN dimina"'d. 

• 

All~t rules wo\lld l:x:. Jet't cntiicly to die 1iates. A child whoso pQl'Ont loaoa hor job 
and her uiurce nf inr.omP eC1uld be denied M@dica.id if~~ family own& itc own 
ftonte. A. Clf neet11!11 for WOfk CnuJn mJllC~ a {lr~znAnr woman iMJJJiblt for 
~vcra2e. re1ai-dl!=SS ot 1hc level cf her income: nr the \'Allie er hcl· car. 

AU federal ruJes 10\'crnln~ -wlao11 incomo and 1Wet.c aPA to bt iiountHI or. 

t!lhnh111tt!d. In detennining ellalbllity far Medicaid, a ''A~ cnntti d111Clt1" tl'.I r:nunt 
tM income of 811YOnt - or everyone -residine tngP.rher. rr.i11r111r.n m whethe-r 
LllUliC IJCUUU:I &:Lu.ily )Upj)On or ha\IC any lCial ObUga.tion to ~upport the: 
Medlcaid 11ppll~11L /\11 iu.tum whuse family lncome ls below the poveny level 
could be denied Medicaid if hi£ or hei· Arandmothex moved in to help the family 
with child care. Children could be dc.ni:.d covera&c 1Jast.d uu Ilic lnwm; of 
unralated boarder:1. Moreover, S~tci cowd Cl)\llll u1comc of non.Juppoiting f4mily 
mombar5 who do not reside with the ModigQid cipplioant, fo: QWnfle, by deeming 
income of Absent pa.rent;. 

l. The Income proLectlon& agreed to by the Governors alao Ani undermined by 
proviaione in the bill ~at would leave people wilh lncomu below the povorty lcvol 
wtt.b unaft'ordable health care coru. 

• Vlnually all federal rule.'1 prevent.Ina: Rt.afNI from lmposinc unaffordable cost­
lliharln.: requlremenu are eliminated. Only very 1imitert J\?Ot.,r.tinnc t·nr I''~.gn11nt 
women aru..I WtUdren would remain. Poor ChU<lren and prc&nant women, for 
cumplc:, "1ul'1Ui.1~u.i.&"Cd w µoy • 20p~~~t1,;op1&ymc.m far hoiphal W"e or for 
.si~k "Mb to the: d\)~tor. Eldc&Jy ur Jisuulcd

1

pouple could be f~ wilh tarec 
deductibles lot diagnostic laborarory tr.m or 11\edlcalions lJCfl>l1! Me<ll.cllid 

·coverage would hegin. 

The bill also would climimstt the provuion i11 i:WTtJlt liw tl1a1pn;ihiul~1""1.IVWc.r~ 
from donyina s-.rYii;" if thi; r~uin:.d i;ost-~hlllin~ i;Qnnol ~ p~J 11L Ll&Q U.1~ Lh" 
service is rendered. In nddition, the: bill would permit states to condition cost• 
lftWG on participation in Stilt& mnndcited ptOfrlllT\9 rhnt "promote personal 
zcsponsibility". Thuli, a pic:Jiman\ woma..n \lfilh little or no irw;;omo oould be rt.quiiod 
to P"Y a C".opa)'rnt-nt for prC't1at11l CQl'e if she ttf1',ed to ~ttend ~bstin1nc1 coun~1ling, 
a.rut du• C'1'111t1 iv. ,ir.ni~tl th~t r1rr.n04t11l cart if J.ht. did not ha\IO the mc&nli to pay. 
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• Th• fettPr1al nile bAnnin; providers from blllin1 MedlC4ld po.tientA is 
tllmJftllted. The March 7th draft explicitly sta.tes thin MAtiteaid payments con 
r.over only part of che. '-Olt of mvlce1, and dle CWTent ban on babnce· billing is 
drO[IJ>C'll {r.xC'.ept with "·iJX" to long "=In1 care). Provider11 ~ould bill patients 
even tlln~ whn 11rt. mandato.ry beneficiaries - for the difference between 
customary charge1 a.rut the Met1ie:dd p:aymt.nt. ror •xamplt, if the nonnal hospital 
charie for an outiiatient sur~ical procedure;~ $1.000 l'lllt The MMic.a.i.d payment to 
thio huapllll b $800. me hospital could bill llu; patient for S200. The illJI hP.r.wNl\n 
Mc;.cikald mes and .;~sLumary clwrgcs ulrcady ls Jnrgc tn many swcs. and lhc 
elimination of federal provldN 1·1&1e $Lll111.h1rc.ll111.m.l 1.ht! r~<ltu.:tion~ in federal and 
swc M~aid tund!ng will likely Il)Sult in even lowc1· pco~ 1ac1· u1Lc:.5. Withuut the 
pro1£1i1;tion agiiliut balance: billlnj, lo.,...ln,onic bcucficiCSLic) will lie lial.Jlc Cui a 
growmg s~ of the coat of 1ervi"s. 

• Federol ruJm rcprdinc private inliurance buy·lns would be elhninated. 
Under current lnw. pcnons with aca:u to private insurance must enroll in the plan 
i! the sbte dew.mines oiuollmcnL w be co8t-cff~~vi;. M'-Ciicaid, however, must 
pay premi.ume, dod~otibloe, ool.nswanOQ and ot!\;r oost ahArin& roquirc.monta 
imposed by che privatP. plan. Th11s. u11dtr current law, if a low-income child's 
J'll\Tt.nf.e.nrClllE In he1 e.mployeor·s. he.alr.h plan aM the plan called for a S2SO 
deduclibl.e, Maticaicl woulr1 pay the dt41ucrible and the private plan would cuvc' 

ocher i;ost.~. The Much 7th rlraft nrnrs theSt. cost-shnring protcotiona and permits 
swes to den)' benefit.£ to indMdual.c whm. lv!nf!fttt llrf". llv:1il11blf\ 11nc1E\r another 
puhlic ar prlva.I! plan wttnour ftillld to !he CO(t to rhe inrtl\llltu.al. Thu~. m th1~ 
C7'UIJlPle, lbe child could bo denied Medicaid because her parent"~ emplnyer 
uff oml ia h"1th in~\ll'llll~ plan. ~Y'il 1f the 'hild could not ACGG~~ covr.r11.a11 nnrltlr 
Ilic plan lia:au$C the flunlly could not afford to pay the deducdble. 

3. Tb,n: wuuld be no l'&illlJ uirora:.alilt a.JSUl'ii11a: t.l11tl lln: JJroLa.:Lal 1JUJ.1ul1&liu1'3 

would be guaranteed CO\'cragc . 

• Even m1md1tlury a,:roups of pagpl1 wuld lusi: wvcragc It CQlta uc:eeded the 
federal caps. The drafr bill providN th4l the "gwunntces" for the m4r1d1tory 
groi:pa of benanci~iec u• c~bjeet co die eaps on £ode:~ f unclin5. H, in 'my 'ivon 
year, fedenl fund' are ingufficient to cover all.cllildr•"· pregnnnt women, and 
tldtrly and disabled people VJho fall within the mwiatory groups, n suite could 
drop cove.ra3e even for these group.1 o! bcuoriciaris,. (A !ull 11111ilysi& of the 
implic:3tion~ of thi~ rirnvi~inn ti11~nrl~ "" the d~t11ils of the flnandn1 provisioM.) 

3 
i. 
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• F.ve.n mandarnry flenelidaries would not bave an tfftttlv11 upportuulty to 
enrorce any r12bt to r.IJVMrllgP. M.ce.s.s to f~eul 'oiart would be denie<! in 1111 
1nNm;c1 (except far t!i~etinMry Rrr~ls tC1 the. U.S. ~\l.pmne Court). 
Moreover, a.ccess to state co\llt would ht\ limir,...n rn rhr. iUL1e. ot oenen~ (although. 
there does not appear to he a r12ht to any lf!Vl'!l nt IY.nP.firs that would br. 
enfun:e11ble ln stau: court). There wo~ld bt no pti'llalB righl of nr.tims 111 state. (Ir 
.fetkrul c:e11m to fll{orce the right ro covtr<Jge. Thu11, fnr C11aml\lfl, t1i~ttbl~.d people 
wlau \x;lkvc 1h11t they fhll wlth1n the siaie·s defin1t1on of ··dlublel1". wrmltt ha.vi\ no 
ability to j'1 LU 'uwl II.I .:Jafun:e their right to coveraae. 

4. Covcracc parantcet agrcod to by the Govemora are further erodti.I hy man1 
pro'1lllon1 ih the draft bill that would allow !ltatt.a to deny, termJnate or limit 
blftlfit.c. Slit• would be under no requirement to have fair or obJcttiTC st.andarcb 

_for d111rrnlnlni beneftt p11cku~~. 

• Mandatory onrollees could be denied coverat=e based on duratlonA.I r1:5ldcm:J 
reiiuirements. The bill allows 5~les to impose Jei.idency roquiremcnu without 
limit"tion, ~1;11e5 could, for example, e&tablisl.. rulea W..t denied cov•as• to 
~crcly tliAllhlt'lrl nr c:hr('lnica!ly ill pe.ople who had not lived in the atate for at least 
iwo year•. 

• StaLG cuuld meet their obligation to provide Medir.airl rov~r.-ee to diabl@d 
people by re.lmbuning the~dves for the cost or !iililj pliy~hlatrk fsarJlltJf'Jll. 
A11ul11~ ~h1111~11 frum ~urrent lllw would allow states to u~e f~al Medlcain. 
paynu:ms w funcl state ment.111 health facilitlei (st.a.res CiMOl now use Medkaic1 
payments for !a.cilltles 1haL u-caL pm1.m~ ~ll5 21 - 64). tr 1 stAte fwidod its stAte 
ps~hiatr1' f1Qlilici duough McJi.caid, 111~ o.uill \:uu1J \<Un~ume mu~h if not most 
o£ tho statc'a sot·asidc requirement for the di'iabkd. (Thls is particularly u·uc: if a 
staie withdrew State. funding from the Medicaid pro&Ml. as allowed undCL· I.lac 
NOA 11pmont. Ql\d thereby lowc.rcd the dgl.W- value of th~ ~'t-AJid~.) 

States could stop piiying for beneftts for people who develop a co.9U1 medir.al 
condition. l=odera.l rwes 49surin.g comparability of sc.rvic:es, statcwidcness. as well 
aa Nlea that prohib.ir gtatcs ftom discriminiiling 11mon1 t)cneficioric3 b&L::lw un 
diaan0Ai11, illnl\~~ or condition wou14 be subsmntio.lly modified or c:linuna.tod. 
These changes would alloVJ a siate; f 01 e1'ample, to dony pa.ymcnt for 
chcrnothaapy for ce.rui.i.n cancer pcitia:lts, or to refuse to cover high eou 
medic:ation• fnr r11rif'.n!~ "lllith H 1 V. 

62878:# 5 
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• Sta&ti could allow counties or ~lllH lo determln1 ben1ftt1 and to deny 
payment for needed 11:ni~s lhat are nol available IOQl11. Under che draft, 
states could twn their Medicaid program into loco.1 block grants, aa at lean one 
R.epubliC'an govmior hu alnady propoct-.d T('I d('I. ~P.neotit' eonlt1 ht'. i:~t hy 
eounriM t1t l'llh~r ll'lr.11Jnri~ierinM11in<:1. nll•.11'.qniring a ~tart.wine l"ienefit 
DICkUC arc Cllmln&tal. lbus, 1 COllnlY wlU1 a ~h1n& hoaplw miiht oft'd' one 
sec of bwd'iu. while a county with no specialty services nvailDble ml&h~ offer 
anochcl benefit pll':bp. Moreover it appe:&n thttt the bill would permit If Co&Jnty 
to deny coverage lo persons who recently moved lnto the county a.nd to dt.ny 
i;;ow11Y i:e~idenu pum'nt f.;,r ~crvl~s obuau1"101mld1;; th~ 'gw1ty. Ag!Un, it 
opp~.U lJ14l Lhcs~ 1'6triCUOnS CO~ Dpply to rM.ndatof)' as well U optional sro\ips 
of bcno&iarios. 

Condualon 

Thoeo QlO j11Gi &orne of th• problems identified from a preliminary review or the March 7th 
draft. "'nle lmplkadorit of repWing Title XIX and cllminatin1 federal legal prow.ctions for all 
sroups or beneficiaries no doubt go far beyond the i"uc.5 noted above. MorC'OVC'l, to the. CXU.".nt 

that the firumcin& provision~ in the bill tin nnt nrlP.qnfl.tt.ly 1L~1:11r11 th:u fnnt1ins ''fnllnw' enrolle.e~" 
and allow for large state fundiJ'la reducl:ions and Illusory fin.Ancing schemes. the d&n2ers that 
would retult rrom the t1rovislons ruscusSCd above would be rar wor~c: Llum noced. 

The M~h 7th drat' would end Uic fodcr.d health lililc ~lifcty net fur even tlie mosl 
vulnaabl' group:1 of people now :served by the Mc:JkaWJ pru11o1cu11. 
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DRAFT 
MEDICAID REFORM \\1THIN THE EXISTING STATIJTORY FRAMEWORK 

TI1e current Medicaid program (title XIX of the Social Security Act) and its implementation through 
federal and state policies has evolved through many years of federal and state debate and problem 
solving in order to balance the needs and interests of all those involved in the program--state and 
federal government and taxpayers, providers and beneficiaries. 

Significant changes, such as the new state flexibility in the President's plan, require that problems 
with the current statute be identified and revised in order to achieve an orderly and cost conscious 
transition. Such careful change is essential when dealing with a program serving 36 million 
individuals and spending nearly $200 billion federal and state dollars. The alternative -- creation of 
a new statute and program -- would foster unpredictable change and unintended consequences. 

Legal Issues. A vast number of issues--even those that have been long-settled--could be 
the subject of contentious and time consl.iming new litigation. This would be true even if 
Congress expressed its intent to continue certain parts of the program with little or no 
change. 

• Federal and state Implementation Issues. Following enactment of Medicaid reform 
legislation, the federal government and the st.ates could begin revising their existing 
programs more easily if the familiar ground of the existing Medicaid statute were revised 
rather than replaced. Start up costs and delays in implementation would lead to very limited 
short term savings, and long term savings could be seriously compromised. 

Delays in developing. new legislation could be a problem-particularly in states where 
the legislature meets o_nly biennially. 

Development and issuance of new federal and state regulations and procedures 
would be time consuming and could reopen debates on key issues. 

All federal and state program forms, provider agreements, data systems, 
administrative systems, and sUIVey and certification procedures would need re­
examiriation. 

• Protections for federal and state governments, beneficiaries, and providers. In addition 
to the many legal, administrative, and procedural issues that must be dealt wi~ there are 
imponaut provisions in the current statute that provide protections to federal and state 
governments and taxpayers, beneficiaries, and providers. These areas are not dealt with at 
all in either Medi Grant II or the NGA proposal. 

Some examples oftitle XIX protections that could be lost are provided in the materials that follow. 



• States and the federal government have procedural and due process guarantees, as well 
as links with other programs. Some examples: 

Due process guarantees for states in tbe case of djsalJowances 

1903(d)(2)(D) No State liability for uncollected overpayment 

(other examples?] 

Authority to·CQ.llect secondary payments and medical support obligations 

--1912 Assignment of rights of payment (e.g., settlement of law suits due to auto 
accidents, collection of medical support payments) 

[other examples?] 

Coordination v.ith otber federal programsLprovider exqJusions/ovqpayments 

1914 ~ linking Medicaid withholding with Medicare withholding of overpayments to 
certain providers. 

l 903(i)(2) withholding federal matching for payments for providers excluded from 
participation in Medicare, title V, title XX. 

1925( d) States not xesponsible for otherwise required extension of eligibility in cases 
of fraud 

[other examples?] 

Other administrative provisions 

1902(a)(5) Single state agency requirement 

[others?) 

1154 Peer Review Organization Provisions cross reference 
1902(a)(30) UR requirements can be met by a PRO 

• Beneficiaries are subject to rules within which they receive services under Medicaid. 
Some of these will be changed consciously. others would lllcely change through lack of 
awareness, and would have potentially significantly serious unintended consequences. 
Some examples: 

Cost sbarine 



1916 cost sharing protections in current law (substantially different from those in the 
proposed new title.) 

(other?] 

Targeted eligibility protections 

1902 (a)(34) payment for care three months before date of application if individual 
would have been eligible if they had applied then 

l 902(b) - prohibits special eligibility limits such as duration of residency 
requirements, citizenship requirements other than that the individual be a citizen of 
the U.S.; 

l 902(a)(l 7) - provides for standards for how income and resources are to be 
determined, and for taking into account only income and resources that are actually 
available to the individual. 

(are there others?} 

Special beneficiax:y .protecc.tions 

1907 No action affecting individual religious beliefs 

1902( a)(7) protection from disclosure of information 

• Pnn:iders are assured that states will be good and reliable business partners. and that the 
Medicaid program will operate within certain-expectations. 

[is this a good category for governors?) 

113 8 Provisions dealing with relationships and requirements for OP Os 
1923 ( d) Qualification as a DSH hospital 



1902 (a)(37) Payment of cl~s within 30 days 
1921 Privacy and confidentiality of information requirements and relationship to 
Health Care Quality Improvement Act of 1984 



WHY TITLE XIX'S FRAMEWORK IS IMPORTANT 

Overview: At the core of the Medicaid Act are principles which must be preserved to ensure basic 
accountability and fairness. The danger of scrapping the Medicaid Act and losing these basic 
protections is clear from the fact that most protections did not appear in the Reconciliation bill and 
none appears in the National Governors' Association six-page proposal. The need for every one of 
these protections remains even if a state shifts over to comprehensive, mandatory managed care. 
These core principles found in the Medicaid Act include: 

1. Accountability to the Federal Government: 

* a single state agency must be responsible for supervising the 
program[§ 1902(a)(5)]; 

*because states must cover "all" eligible persons, they cannot 
undercut Federal guarantees of eligibility [ l 902(a)(8)]. 

2. Protections for states: 

* an assurance that impove1ished visitors from other states will be covered by their home state's 
Medicaid program [ l 902(a)(l 6)]; 

* assistance in applying state law to the operations of ERISA plans so that third-party health 
insurance covers what otherwise would be Medicaid costs [ 1902(a)(25) and§ 609 of ERISA]; 

*procedural fairness in compliance disputes with the Federal Government [ 1904 and implementing 
regulations]. 

3. Accountability to the beneficiaries: 

* states cannot ration benefits by refusing to take new applications [ l 902(a)(8)]; 

* notices of adverse action must be provided and beneficiaiies must have the opportunity to take 
disputes to a fair hearing [1902(a)(4)]; 

*decisions must be made and services provided with reasonable promptness [1902(a)(3) and (8)]; 

*beneficiaries' confidentiality is protected [ l 902(a)(7)]. 

4. Fairness among recipients: 

*the program must be in effect in all political subdivisions of a state [1902(a)(l)]; 

*the program must use reasonable and consistent standards for 
evaluating income and resources in dete1mining eligibility [ l 902(a)(l 7)]. 
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What are the essential clements ofMedicaid? 

a States must be accountable to the Federal Government and to recipients. 

Federal Government limits state money if state does not comply with plan, 1904 
There have to be some federal sanctions - states have become all too accomplished at 
using Medicaid money for purposes unrelated to poor people's health care. 

State plan requirements enforceable, 1123, l 130A 
There is a 30.year history of basic beneficiary protections not being fully implemented 
by states and not fully being enforced by the Federal Government. It makes sense to 
allow beneficiaries to usert their interests directly. 

States to supervise program with a single state agency, 1902(aXS) 
There needs to be one state official or agency in charge of administering the Medicaid 
program~ if control is~ it is easy to avoid accountability. 

States to make reports to the Federal Government, 1902(1)(6) 
The Federal Government and beneficiaries both need information on how well a state 
program is working. 

States ·to allow Federal monitoring of 191 S waivers, 191 S(f) 
There is a partiailar danger in managed care situations that a state will wash its hands 
of accesa problems and asaJme that the private sector will take care of everything. 
Coercive regulation may not be wi~ but information about what is happening is 
essential. 

Data to be provided on suc.cesa of children's screening program, 1902(a)( 43)(D) 
The vendor-payment emphuis of traditional Medicaid makes it hard for Medicaid 
agencies to start operating comprehensive, innovative preventive care programs. 
States need to have EPSDT goals and to provide a way of me.asuring how well they 
are doing in reaching those goals. 

States to supply matching funds, 1902(aX2); FMAPs, with greater federal match for certain 
activities, 1903(a) and 0), 190S(b) 

A matching-fund system ensures that st.ates are not 100% on the hook financially for 
innovations they want to make or for responses they need to make if numbers of 
beneficiaries increase. At the same time, from the federal side, a matching-fund sy&tem 
gives states incentives to use federal money wisely, because state money, not just 

. federal money. will be at stake. It also makes sense, in terms of unfunded mandates, 
for some federally required activities to draw down an enhanced federal match. A 
statute on these issues inevitably will be detailed in order to protect interstate equities, 
but the details do not have to be identical to those in aurent law. 

Provider tax schemes, etc., prohibited, 1903(w) 
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Churning dollars within a state to draw down federal matchins funds has cost billions 
of federal dollars. Unfortunately, because improper practices overlap with proper ones, 
a very detailad statute is ncceawy. 

States to provide some sort of assurance re basic quality of providers, 1902(a)(9). 1902(a)(22) 
Federal dollars will be wasted if they are used to provide substandard care; the present 
statutes are not particularly intrusive. 

States not to make payments to sanctioned provid~ 1902(a)(39)/1902(p), states to give 
notice to Federal Government and state medical board of sanctions, 1902(aX41), states to 
publicize problems, 1902CaX49Yl921 

A state's left hand, making payments, should knew what the right hand, policing health 
care providers, is doing. So should the Federal Government and consumers of health 
care. 

Physician self-referral prohibition to be consistent with Medicare, 1903(s) 
' Whatever the Medicare policy is, Medicaid should duplicate it. The dangers of self. 
referral are the same. 

\/ b. Staie programs must use procedures which are fair to recipients. 

Opportunity to apply, 1902(aX8) 
Fundamental &imess requires the door of the Medicaid office to be open. 

Notice & hearing, 1902(aX3) 
Medicaid coverage can be a life-or-death matter. Basic due process should be 
provided. National standards remove the need to litigate due process issues state by 
state. 

Furnish aid with reasonable promptness, 1902(aX8) 
A coverage card is meaningless if someone cannot get sCIVices. 

Confidentiality, 1902(a)(7) 
. Applying for assistance requires one to disclose intimate personal details which should 

not be public information. 

Reasonable and reasonably uniform assessment of income and resources, \Vith income and 
resources not to be counted unless available, l 902(aXl 7) 

No means--tested program should be arbitrary in its assessment of income and 
resources, or conjure up sources of support that do not exist or are not available. 
Because people's eligibility can be assessed under different categories, e.g., disabled 
mother taking c:are of deprived children. evaluation of income and resources should use 
reasonably unifonn standards, so that a am.all change in a fiunily's circumstances does 
not drastically alter its coverage. Some details in the statute, related to cuh assi~ 
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are not es.wtial if Medicaid's links to cash mistance are weakened. However. this 
makes relative uniformity in income and resource evaluation even more important. 

If state chooses to cover medically needy people, that is. people whose medical bills reduce 
their available income so much that they are functionally as poor as people who otherwise 
would be covered, state must not assess these people's income and resources differently from 
the way it assesses others', so there is not a "cliff" at the edge of ordinary eligibility, 
1902(aXIO)(C), 1902(aXl 7) 

A few dollars' fluctuation in income should not make hundreds of dollars' difference in 
the availability of medical care. 

Income exclusion for German repuatio~ 1902(rX1), and ao on 
AJ a matter of social policy, Cocgress sometimes decides that a socially beneficial 
payment should be held by the recipient, not used to offilet the recipient's need for 
medical care or other public benefits. (Other maunples: Japanese/ Aleut reparations, 
tribal payments.) If the socially beneficial payment is federal, the appropriate place for 
that decision to be made is in the statute authorizing the payment; but if the socially 
beneficial payment comes from somewhere else, e.g., Germany, then the exclusion 
needs to be in the Medicaid statute. 

States to use outstations. not just welfare offices, for taking applications, 1902(a)(SS) 
Despite enhanced federal matching funds for program administration, many states do 

· not adequately ensure that applications are available at the point of service - the 
hospital or the clinic. In the long run, outstationing helps clinics and hospitals by 
ensuring that more 'one-encounter patients will be covered. 

Advance directives to be made available, 1902(a)(S7) and (S8Y1902(w) 
Same general idea as standards for nursing homes (see below). 

Can't require families to apply for cash mistance in order to get medical coverage, 1902(cX2) 
Why should Medicaid have uonecessary welfare stigma, and why should applicants 
have unneces.u.rily to deal 'With complex welfkre-type applications? 

Procedure for making disability. determinations before Social Security determinations final, 
1902(v) 

Existing statute offers states options in how to protect applicants who have to deal 
with the slow Social Security disability determinations system. 

c. States must make a core group of deserving poor people eligible. 

Children -with family incomes below certain poverty levels, 1902(aXlO)(A)(i)(IV), (VI), 
(VIl)/19020) 

The premise of the cwrent system is that children's coverase should not depend on 
how many parents are in the household and that coverage for younger children is most 
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important because with many conditions early medical intervention is more effective 
than later medical inte.rvention. 

? Caretakers of children if the caretakers are actually themselves receiving cash aid ? , 
1901(a)(lO)(A)(i)(l) 

Medicaid la just u ambivalent u the welfare l)'ltem about the proper role of 
people carin1 for poor childnn. The ellgibWty categories for caretaken are an 
wdfaro-linked. 

Newborns if mother was eligible. 1902(eX4) 
The last thing fiunilies should have to deal with is a dispute over a newbom's Medicaid 
eligibility. Continuity of care is ewntial 

Children who are inpatients when age limit threatens to make them ineligible, 1902( e )(7) 
So long as the eligibility system tests both age and fimily income, it will be poSSlble for 
eligibility problems to interrupt an essential course of treatment. 

Pregnant women, once found eligible, for pregnancy & postpartum, 1902(eXS) and (6) 
Prenatal care is so important that a pregnant woman, once found eligible, should not 
have to worry about maintaining eligibility. 

Poor elderly and disabled peopl"' 1902(aXlOXAXi)(Il) 
Elderly and disabled people poor enough to need SSI arc almost certain to have 
medical needs they cannot meet out of their SSI checkJ. The real question is whether 
there is any more need to have a "209(b )" grandfather clause for states which did not 

, want to have to cover all SSI recipients more than 20 years ago. 

Poor elderly and disabled people who need assistance with Medicare cost-sharing, 
1902(a)(10)(E)/190S(p), 190S(s), unless this ia federalized 

The Medicare hospital deductible is about one month's income for an elderly or 
disabled person at the poverty line. The Part B premium is substantial - and must be 
paid if elderly and disabled people ue to get basic preventive care. Poor people cannot 
afford Medigap policies, so the Government must meet their needs some other way. It 
would make sense for the system to be federalized, but so long as it is not, people 
needing help with Medicare cost sbarina should continue to get it from Medicaid. 

People who have worked their way out of bare-bones poverty but need medical coverage to 
keep from sliding back into poverty, 1619(b)/190S{q) 

Part of the "work incentive'' for disabled SSI recipients should be an assurance that 
nec.essacy medical coverage will continue. 

People who have worked their way above ordinary income eligibility levels, or gotten increased 
child suppon, and need transitional medical coverage, 1902(a)(52)/192S, 406(h) 
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Fear o! losing Medicaid has been an important reason why poor timilies have been 
reluctant to send a breadwinner to work or insist that child support be paid Low-wage 
jobs do not typically come 'With health insuram:e. Transitional coverage is euenriaJ. 

People who through the operations of some other government benefit program are forced over 
income thresholds even though the medical coverage is more important than the extra cash, 
Pickle, 1973 grandflltherees, disabled adult children, Kennelly widow(er)s 

Each of these immensely complicated eligibility categories bu been a response to a 
simple problem - the Government, in the course of providing greater cash assistance, 
has threatened to deprive people getting that assistance of Medicaid, or has threatened 
to make Medicaid much harder to get. 

If sta~ chooses to cover medically needy people, that is. people whose medical bills reduce 
their available income SQ. much that they are functionally as poor as people who otherwise 
would be covered, states must fully recognize medical costs as they are incurred, 1902(aXl 7) 

The whole premise of a medically needy program is that as a functional matter medical 
bills make one poor. States need honestly to evaluate medical costs. 

No durational residency requirements, 1902(b)(2) 
Among other things, durational residency requirements are unconstitutional. 

:~: No fixed-address requirements for bona fide resid• l 902(b X2) 
States and localities are often tempted to discriminate againu homeless people, who 
may in fact have the greatest need for reliable medical care. 

No automatic denial to teen mothers because teen mothers denied cash assistance, 1902(eXlO) 
Why should children who have children be denied services simply because a state feels 
that they will not propm'ly manage cash? Medicaid is a wndor payment program. 

Emergency assistance for alien.\ 1903(v) 
The difficult Medicaid compromise here is that most routine care should be denied, but 

· emergency care should be provided. That compromise is preserved in pending welfiu'e 
refonn and immigration legislation, and should be preserved in Medicaid itself. 

Are full descriptions of optional eligibility categories an es&mtial part of Medicaid? The reason many 
of these categories are spelled out in great detail in the statute is that the statute, or HCF A interpreting 
the statute, imposes a general policy that federal money cannot help provide coverage for someone 
unless the statute specmcally authorizes this. For example, 6 year olds with family incomes at 99°/o of 
poverty are eligible, but 6 year olds with family incomes at 101 % of poverty are not. Under this 
approach. a detailed description of the optional eligibility category is necessary, at least in theory, to 
prevent states from making too many people eligible. Then, of course, the description needs to 
become even more detailed to ensure that states choosing the option actually do make eligible the 
people intended to be benefitted. Random examples of the detail this involvea: the Katie Beckett 
option [1902(e)(3)]; poverty-linked coverage for aged and disabled [1902(m)]; the TB option 
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[1902(z)]; presumptive eliglbility for pregnant women [15120]. Options to restrict eligibility below the 
typical federal minimum, u in "section 209(b)" [1902(f)], work the same way. 

While we understand how this system developed, we do not view it u essential to Medicaid. It is 
poSS1ble to imagine much more open choices for states among eligibility options. guided by the general 
principles listed above. 

d. States must offer a core set of basic services. 

Physicians' services, 190S(a)(S) 
· Self-evident; some details in the current statute might be modified. 

Hospital services.. both inpatient and outpatient, 1905(a)(l) and (2XA) 
Also self-evident. 

Safety net providers' services (federally qualified health centers, rural health clinics), 
1905(aX2)(B) and (C), 1905(1); rural health clinic certification overlap with Medicare, 1910(a) 

Also self-evident, reflecting the &ct that the purely private sector often does not 
adequately serve the areas where poor people live. 

Services from ms facilities, 1911, 190S(1X2)(B), Medicare cross references 
Similarly, this reflects the ma that purely private sector services do not adequately 
reach Indians. Special cost arrangements retlect the Federal Government's trust 
~pomibility towards Indians. 

Nursing facility servi~ 1905(a)(4)(A) 

I 

Self-evident, so long as the country lacks a better-thought-out system for paying for 
long-term care. 

ICFIMR services, 1905(a)(15), 1902(a)(31) 
Self-evident. 

Home health services for persons who otherwise would need nursing facility services, 
1902(aXlO)(D) 

Applies when it would be cost-effective, as it usually is. 

Children's screening. diagnostic, and treatment services. 190S(aX4)(B)/1905(r), 1902(a)(43) 
Rcfiects a national commitment to children's health. 

Quality services for children & pregnant women, 1903(1X12) 
Standards under which payment will be made arc ve:cy basic and not Wlduly 
burdCDJOme. 

Family planning services, 1905(aX4)(C) 
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Necessary services that would not be available any other way. 

Assistance with Medicare cost-sharing. 1902(aXlO)(E)/1905(p), 190S(s), unlesa thia is 
fcdcraliz.ed 

Cost-effective in those situations in which states would otherwise have to pay the full 
bill under Medicaid; in the long run, system should be Federally funded. 

Drug rebate system, 1902(aX54)11927 
See below. 

Pediatric vaccines, 1902(a)(62)/1928 
National system makes as much sense as drug rebate system does. 

Definitions of services, e.g., 190S(c}(i), (1), (o), (r) 
As states (properly) must provide services in a sufficient amount, duration, and scope 
to meet their purposes, it makes sense to have the scope of services defined in Federal 
statute rather than via lawsuit. 

Are full descriptions of optional services an essential part of Medicaid? Consider, e.g., the ventilator­
care option (1902(eX9)]; group health plan continuation option [1902(eX11)); home & community 
care exception to Federal payment limits [1902(h)]; many details of proper HCBS waivers [191S(c)] 
and other waivers, such u the frail elderly waiver (1929]; and the community supported living 
arrangements option [1930]. Again, the cumbersomeness of the options is a response to the rigid 
Federal definition of what "medical assistance" is. We do not view this rigid definition as a necessary 
part of Medic8.id. Federal budget conttol might better be exercised through a system of per capita caps 
on each state's total allocation of federal money. 

One instance of a situation in which detailed national standards are ~. even though a service is 
fbrmally an "option." is prescription drugs. The drug industry operateS nationally and a. nationwide 
buying program, involving rebates, is a natural and necawy response. 

e. States must otrer services in non-discriminatory ways. 

Statewide, 1902(a)(l) 
Vital protection for both rural and inner-city areas. 

Comparable, as among recipients of equal medical need, 1902(a)(lO)(B), see "comparability 
exceptions" following 1902(aXlO)(F) 

Helps to avert strong tendency for any large program to discriminate among recipients. 
Ally exceptions to equality should be explicit, not bidden. 

Limits, on cost·sharing, protecting the most wlnerable populations & not discouraging access 
to care in emergencies, 1902(aX14Y1916 
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RAND study indicates that regardleas of effect of cost-sharing on the health of the 
population as & whole, substantial cost-sharing is net appropriate for people who are 
poor and sick. Meanwhile, cost-sharing requirements should not discoW'lge 
emergency. preventive, and pediatric care. Finally, allowing substantial cost-sharing to 
be imposed on nursing home residents would deprive them of their small allowances 
for penonal needs. 

j( No balance billing, see 1916, 1128B(d)(l), 42 C.F.R § 447.lS 
If poor people are to contribute to the cost of their care, they should do it through an 
organ;l,ed system of copayments. not through hidden deci.sions by providm. 

~ Services to people temporarily out of state, 1902(aX16) 
: .. Poor people do travel and do need care in emergencies. The statute and regulations 

are not intrusive. 

If freedom of choice to be limited, restraints must preserve adequate a.ccess to care, 
1902(a)(23)(A), 1903(m). 191S(c) 

There has to be some check on the service-denial incentives within mandatory managed 
care. 

If freedom of choice to be limited, pmon must still have access to family planning service~ 
l 902(aX23)(B) . 

Recongniz.es that many managed care organizations are not well set up to deliver 
family planning services, which typically are available through a separate system. ·· 

Rates sufficient to eun equal access, 1902(aX30)(A) 
In free-enterprise system, coverage card is mwiingless if provders will not participate. 

Special emphasis on OB/pediatric rates, 1926 
Medicaid's role in providing prenatal care, delivery services, and pediatric services is so 
important that special attention to attracting able providers is necessary. 

Retroactive coverage if person would have been eligible at the time, 1902(aX34) 
If there were national health insurance, a retroactive coverage system would not be 

. necessary. But many people's first major encounter with the medical system is when 
they suffer a disabling injury. Retroactive coverage allows that bill to be paid. 

Information about preventive care to be provided, 1902(aX43); WIC. 1902(aX53) 
Screening systems offer an invaluable opportunity to put people in touch with other 
important services. 

Way for homeless people to demonstrate eligibility to provider, 1902(aX48) 
A peraon 'Without a fixed a.cidres& has special problems showing that he is Medicaid­
eligible. The statute does not require states to address these problems in any particular 
way, but does require that they be addressed. 
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Service cannot be excb1ded simply because school district might pay for it as educationally 
"related service," 1903(c) 

It is wrong to allow a Medicaid program and a school district to play 'hot potato' 'With 
children's services. 

States must have standarda re organ transplants, 1903(1)(1) 
Transplants can be extremely expensive alld ue usually a life.or-death matter for the 
recipient. Publicly available standards are essential if proper planning is to take place. 

States must not coerce people in violation of religious belietS, 1907 
Self-evident (I hope). 

Protections for people threatened with denial of care because they allegedly have overused 
services, 1915(a)(2) 

Due process ensures that people are still able to get services while being prevented 
from abusing them. 

Restrictions on transfer-of-wets penalties states may impose, 1917(c) 
The imperfect statutory compromise deals with tension between two fBcts: lengthy 
long-term care is beyond most middle-class people's means; but such people should not 
get care 'Without making some contnbution. 

Allow formation of trusts for disabled people, 1917(d) 
For the long-term disabled, it ia unfiili' to require all resources to be spent on medical 
care when they can be put in c:arefully regulated trusts to meet long-term needs. 

f. States must ~e that people in institutions receive quality care. 

Plan of care, etc .• for people in nursing hcmm, 1902(aX28)/1919 
· Extremely detailed statute reponds to homble history of abuse and inadequate state 

regulation of nursing homes. 

Plan of care, etc., for people in mental hospitals, 1902(aX20), 1902(a)(26) 
Sec above. 

Plan of care, etc., for people in ICFIMRs, 1902(aX31); ICFIMR decertification procedures, 
1902(a)(33). 1902(i), 1910(b); regulation, 1922 

See above. 

Plan of care, etc., for children in psychiatric institutions, l 90S(h) 
See above. 

Certification of need for care, 1902(aX44) 
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People should not be warcboulcd in institutions without some medical judgment that 
institutional care is appropriate. 

Minimum personal needs allowance, 1902(aX50)/1902(q) 
30 dollars per month to meet a month's worth of personal needs is not over-generous. 

Disregard for SSI received by people temporarily in institutio~ 1902( o) 
Makes transition back into community much easier. 

Allowance in cost of care contribution system fur money spent on medical care, l 902(rXI) 
Recognizes that person in institution may have medical needs that neither institution 
nor Medicaid can meet. 

Psy~tric hospital sanctions. 1902(y) 
Responds to great potential for abuse (and overclw"ging) in psychiatric hospitals. 

g. States must limit the degree to which relativ~ e.g., spouses or children, may be held responsible for 
the cost of an otherwise eligible person's care. 

? Deemin1 restrictions?, 1902(a)(17)(D) 
Two purposes: protect rr.lativa of penom needing long-term care; protect 
children from having their income and resources attributed to otben in the 
family. 

Lien restrictions, 1902(a)(l8)11917(a) 
Protects spouses, childrec, other relatives left at home when someone enters an 
institution. Does not "Wipe out claim against recipient's estate. 

Estate recovery restrictions, 1902(a)(l8)/1917(b) 
Protects spouse and children. against being impoverished as part of collection of 
Medicaid claim 

Protections for Comm.unity spouse & family, 1902(1)(51)/1924 
Protects spouse and children against being impoverished u condition of disabled 
person's getting mning home care. 

h. Appropriate recovery of eKpenSes ftom responsible third parties. 

Assignment of rights, 1902(a)(4SY1912, 'With at least some limits on how broad a sanction for 
failing to assign may extend 

Sanctions should penalize only parents, not children; 'good cause' exceptions arc 
necessary. 
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••• 

State laws on medical child support, 1902(aX60Y1908 
Medicaid should not pay if absent parmts are able to. All states should have similar 
standards because absent parents are often in a difterent state than the children. 

State laws subrogating state to recovery apinst third party, 1902(aX2S)(B) and (I) 
Neither third party nor beneficiary should get a wind&ll just because Medicaid pays the 
initial bills. 

Participating provider may not refuse ta serve eligible person simply because third party might 
be liable, 1902(a)(25)(D) 

Recognizes that need for care is immediate but third·party payment might not be. 

Pay and chase. u opposed to cost avoidance, "With respect to prenatal and preventive pediatric 
care, 1902(a)(2S)(E) 

Some services are so important that Medicaid ought never to delay payment. 

State laws forbidcfina discrimination by insurers, including ERISA plans, on basis of one's 
Medicaid coverage, 1902(a)(25)(H), 1903(0) 

Unless there is a national policy against trying to make Medicaid a primary payor, 
insuren and states will try to do this . 

Not vital: State plan mechanica and plan-changing and payment process [e.g., 1903(d)]; details of 
resolution of federal-state disputes; Federal control of state methods of administration [1902(a)(4)]; 
many details of optional eligibility categories & optional services; voe rehab coordination 
[1902(a)(l 1)]~ blindness testing (1902(a){l2)]; Boren Amendment [1902{aX13)]; hospice payment 
methodology [1902(aX13)(D)]; ?coit·based relmbunement for FQBC. & RHC1? 
[1902(a)(13)(E)]~ simplicity/best interests hortatory stuff [1902(a)(19)]; consultative state services to 
help providers get paid (1902(a)(24)]; required contents of provider agreements (1902(aX27)], 
?nuning home administrator Ucen1in1? [1902(aX29)/1908]; utilization review, l 902(aX30)(B) & 
(C)]; restrictions on to whom payments may be made [1902(aX32); quality review agency 
(1902(a)(33)]; publicity of results of provider surveys [1902(aX36)]; claims payment promptness 
standards [1902(a){37)]; audits [1902(aX42)]; 1EVS exchange [1902(a)(46); ambulatory prenatal care 
option [1902(a)(47), 1921]; ? DSH payments ror children ? [1902(a)(56)/190l(s)]; physician list 
[1902(a)(S9)/1902(v)]; required Medicaid fraud unit [1902(aX61)/1903(q)]; AFDC maintenance of 
payment levels [1902(c)(l)]; PRO standards [1902(d)]; superfluous transitional Medicaid [1902(eX1)]; 
option for HMO enrollee to continue in HMO after losing eligibility (1902(e)(2)]; QMB no-retroactive, 
tfrne-of.reevah.Jation provisions [l902(eX8)]~ treble damages against person t.rying to double bill third 
party 8r. Medicaid (1902(g)/1902(aX2S)]; American Samoa waiver authority [19020}]; ?(r)(2) 
methodologia? [1902(r)(2)]; weird expenditure limits [1903(b)]; transition costs allowance for 
hospital closures [1903(e)], ? 133% of cub assiatance payment restriction [1903(f)]; Federal 
payment decrease for care in mental institutions [1903(g)]; miscellaneous federal payment limits 
[1903(1)(2)·(11), (13)·(15)]; technical wistance for states in contracting with HMOs [1903(k)]; 
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federal/state/2d state payment dMsions re medical support c:ollections [1903(p)]; mechanized claims 
processing systmis [1903(r)]; mar rate calculations [1903(u)]; ? allow states to enroll recipient.I in 
P'OUP health plans ? [1906] (note: this becomes vital i( it 11 lnterpnted to require thil to be done 
at a recipient'• request If' the recipient 1boW1 It II cost-dl'ective); hospitals providing LTC payment 
rates [1913]; recovay of Medicare overpayments ftom Medicaid providers [1914]; contracting & 
central lab provisions [191S(aXl)]; aou reference to Federal subpoena authority [1918]; ?DSH 
adjustmentl? [1923]~ definitional aou references [1931]. 

What the heck? I never heard of this stut!' -- 1902(aXJS)ll320a-3; 1902(aX38)/1320a-7(bX9); 
l 902(a)( 40)/1320a(a). 



WHY TITLE XIX'S FRAMEWORK IS IMPORTANT 

Q. People say Medicaid is too complex. Why not scrap the Medicaid Act and start over? 

A At the core of the Medicaid Act are some crucial structural protections which must be preserved 
and could easily be lost if an entirely new statute replaces the Medicaid Act. These crucial 
protections include: 

Accountability to the federal government: 

o Because states must cover "all" eligible persons, they cannot undercut Federal guarantees 
of eligibility [1902(a)(8)]; 

o the federal government has a range of ways to prompt states to follow the Medicaid Act, 
while states have procedural protections against arbitrary federal actions [ 1904 and 
implementing regulations]; 

o under the Medicaid Act, a single state agency must be responsible for supervising the 
program [ 1902(a)(5)]. 

Accountability to the beneficiaries: 

o The Medicaid Act prevents states from rationing eligibility or benefits by refusing to take 
new applications [1902(a)(8)]; 

o the Medicaid Act provides for notices of adverse action and for beneficiaries to take 
disputes to a fair hearing [1902(a)(4)]; 

o the Medicaid Act directs that decisions be made and that services be provided with 
reasonable promptness [1902(a)(3) and (8)]; 

o the Medicaid Act protects beneficiaries' confidentiality [1902(a)(7)]. 

Fairness among recipients: 

o The program must be in effect in all political subdivisions [1902(a)(l)]; and 

o the program must use reasonable standards for evaluating income and resources in 
detennining eligibility [ 1902(a)( 17)]. 

Recent history shows the danger of scrapping the Medicaid Act and starting over. None of these very 
basic protections appeared in the Medicaid portion of the Reconciliation bill, which purported to 
replace all of the Medicaid Act. None of these basic protections is mentioned in the National 
Governors' Association proposal. And note that the need for every one of these protections remains 
even if a state shifts over to comprehensive, mandatory managed care. 


