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MEDICAID:  CRITICAL HEALTH SERVICES 

FOR CHILDREN AND ADULTS WITH DISABILITIES

Background
Medicaid is the nation’s primary way of financing and delivering community-based health and long-term services to children and adults with disabilities.  It is the nation’s largest health care program, and serves nearly 60 million low-income Americans, including an estimated 9.9 million people with disabilities.  Roughly three-fourths of Medicaid beneficiaries with disabilities are considered “mandatory” Medicaid beneficiaries as recipients of Supplemental Security Income (SSI).  People with disabilities with income and resources above SSI levels can be covered by states as “optional” beneficiaries.  Medicaid offers certain mandatory services, such as hospital, physician and nursing home services.  States can also choose to offer optional services --  including prescription drugs; physical therapy and related services; diagnostic, screening, and preventive services; home and community based services (under waiver programs and as state plan options); case management services; prosthetic devices; personal care services; rehabilitative services; dental and vision care; Intermediate Care Facilities for people with mental retardation and related conditions (ICF/MR); and hospice care.  Generally, when states add optional services or populations to their Medicaid plans, they must make available to any eligible person any of the Medicaid covered services the individual needs.
Action Taken by Congress and the Administration
The President’s FY 2008 budget calls for legislative changes to Medicaid that would result in $11.3 billion in savings and administrative changes (which do not depend on Congressional approval) that would save $12.7 billion over five years, for a total of $24 billion in savings over five years.  Achieving these savings requires changes in the basic Medicaid program that will likely result in cuts to beneficiaries and providers.
The President’s legislative proposals include: 
· Reducing Match Rate for TCM: Would change the federal matching rate for targeted case management (TCM) from the current FMAP (federal match rate that is calculated for each individual state) to 50 percent for all states (34 states that currently provide TCM have an FMAP above 50% because of higher poverty rates and would be affected by this change) ; 

· Reducing Match Rate for Administration: Match rates for various administrative functions currently vary from 50 to 90 percent.  In some cases, Congress has set a very high match rate (such as for new investments in information technology to provide better data systems) to create a strong incentive for states.  The President would reduce all administrative match rates to 50 percent; and,

· Optional Formulary and Pharmacy Changes: Would adjust pharmacy reimbursement policies and would permit states to operate “closed formularies” that permit states to deny coverage for drugs, even when medically necessary.  Under current law, states can restrict access to certain drugs as long as individuals can get exceptions through prior authorization. 

The President’s administrative proposals include: 
· New Limits on IDEA-Related Services: Would phase out Medicaid reimbursement for some services, including some transportation and certain administrative costs related to Medicaid services (e.g.  physical, speech, and occupational therapies) provided to special education students; 

· New Restrictions on Rehabilitation Services: Would define allowable services that can be reimbursed as rehabilitation services (to restrict reimbursement to medical services only). In particular, the Center for Medicare and Medicaid Services (CMS) wants to narrow the option to finance medical services only.  This approach – which will be incorporated in new regulations later this year – may jeopardize such “habilitative” services as social skills training, employment-related rehabilitation, and some transportation services; and  
· Changes Policies for Payments to Safety Net Providers: Would clarify provider tax policy and allowable Disproportionate Share Hospital (DSH) reimbursement.

Under the Deficit Reduction Act, some states are using “benchmark” plans to replace or limit the more comprehensive Early and Periodic, Screening, Diagnosis and Treatment (EPSDT) benefit. 

Senators Edward Kennedy (D-MA) and Gordon Smith (R-OR) and Reps. John Dingell (D-MI) and Ed Whitfield (R-KY) introduced the Protecting Children’s Health in Schools Act of 2007 (S.578/ H.R.1017), which clarifies that schools can use Medicaid funding for certain  transportation and administrative claims, and tightens reporting and documentation requirements to avoid abuse.

Recommendations
· Oppose Additional Medicaid Cuts: Reject the President’s FY 2008 proposed budget cuts, which come on the heels of Medicaid cuts in the DRA; 
· Promote Increased Waiver/State Plan Amendment Oversight: Increase Congressional oversight of Medicaid, including review of waiver and state plan amendments (SPAs) approvals and denials;

· Exempt People with Disabilities from “Benchmark” Plans: Restore the Congressional exemption in the Deficit Reduction Act (DRA) to prohibit people with disabilities and other groups from being placed in substandard “benchmark” plans with less comprehensive coverage than the traditional Medicaid benefits package;

· Ensure EPSDT is Applicable to All Children on Medicaid: Amend the DRA to ensure that the Early and Periodic, Screening, Diagnosis  and Treatment Services (EPSDT) benefit always applies to children covered by Medicaid; 

· Oppose New Restrictions on Rehabilitation Services: Oppose regulatory changes to the Medicaid rehabilitation services option;

· Oppose New Restrictions on Reimbursement for Transportation and Administrative Claims for Related Services: Oppose proposals to restrict  Medicaid coverage of transportation to related services  for children with disabilities who receive special education  by  co-sponsoring  the Protecting  Children’s Health in Schools Act of 2007 (S.578/H.R. 10017);  and
· Oppose Changes to TCM: Oppose new restrictions on the use of (and federal matching payments for) TCM. 

Relevant Committees

Senate Finance Committee

House Energy and Commerce Committee 

For more information, please contact The Arc and United Cerebral Palsy Disability Policy Collaboration (202-783-2229), Association of University Centers on Disabilities (301-588-8252), American Association on Intellectual and Developmental Disabilities (202-387-1968), or National Association of Councils on Developmental Disabilities (703-739-4400).
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