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February 23 • MAISA ACTION ALERT 

Please contact your federal legislators. Ask them to delay guidelines proposed 
by the federal Health Care Financing Administration (HCFA) which wlll 
seriously reduce Medicaid reimbursement for services provided to school 
children. 

THE ISSu.f: 

Early this month HCFA Issued draft guidelines which will change Medicaid 
reimbursement for schools. Comments on these guidelines must be received by 
March 1, 2000. Select concerns regarding these guidelines follow: 

• 

I 

I 

The Impact of these guidelines would reduce Medicaid 
reimbursement by approximately 75°/o In Michigan (i.e. from 
about $170 million to less than $40 million). These reductions 
will clearly Impact ISO and LEA budgets for regular and special . 
education programs and services. 

Using guidelines to achieve these reductions allows HCFA to 
circumvent longer timelines that would be required if changes 
were proposed through the normal federal rule-making process. 

The use of guidelines should be used to accomplish primarily 
administrative changes • not change major policy as is the case 
with these proposed guidelines. 

• These proposed guidellnes are lengthy (47 pages) and recommend 
numerous changes which not only affect policy but likely violate 
statute (I.e. IDEA). 

In summary HCFA has proposed Medicaid reimbursement changes which are 
extremely complex and lengthy with an unreasonably short response time and 
which recommend substantial reduction In the funding for the delivery of 
services to school children. 

Innovation and Leadership for Schools and Communities 
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• The web address for a complete copy of the proposed guidelines Is 
<http://www.hda.gov/medlcaid/schools/machmpg.htm> Just scroll all the way down the long 
opening paragraphs, and, after the llst of organizations and contacts, you'll see the words "Click 
Here" In the very last sentence at the bottom of the page. "Click" on It and you'll have the entire 
DRAFr. 

• A listing of select concerns regarding these guidelines will be available on-llne through MAISA's 
website on Thursday, February 24, 2000. at the following address 
<http://wWVJ.melg.org/malsa/medlcaid.htm> 

ACTION 

1. Fax or email your federal legislators Immediately. Express your concerns regarding the proposed 
HCFA guidelines. At a minimum express the following concerns: 

• a three-week comment perfod is unacceptable - HCFA must employ formal rule-making 
procedures for substantial policy changes 

• the proposed cuts are devastating - 75°/o predicted reduction In claim amount will limit 
schools' ability to render services to children 

• mere .. guidelines" are setting policy and UNDOING existing approved programs in various 
states 

• the proposed guidelines effectively negate pre-existing Congressional commitments that 
Medicaid is payor of first resort for all activities relating to IDEA 

2. Follow your fax or e-mail with a phone call to your federal legislators. Request their specific 
support as outlined In your fax or e-mail. Please note and forward their response to MAISA at 
517.327.0771 (fax) or <rtelman@admln.melg.org> (e-mail). 

3. f-mail the message you sent to your federal legislator to the following individuals: 

• HCFA Administrator Nancy-Ann Min DeParle <ndeparle@hcfa.gov> 

• MSA's Bruce Hunter <bhunter@aasa.org> ~twas HCFA's original Intent to limit response 
to these guidelines, which were only published on-line, to five Individuals. One of the five 
Individuals Is Bruce Hunter of AASA.) 

4. Share your concerns and ask for support from your local constituencies {such as your special 
education PAC). In addition it should be noted a related action alert will be sent on Friday, 
February 25, 2000. to all Michigan local superintendents who may turn to you for further 
direction. A copy of this fax follows. 
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PIH ER; 

Consonant with these activities MAISA is working with-

1. AASA to Identify sponsors of proposed legislation to address these concerns 

2. Andy Rothertran. Special Assistant to the President for Education Polley 

3. the State of Michigan 

4. other related groups both within Michigan and nationally In an attempt to address these HCFA 
guidelines 

As a result of these activities you may be asked to undertake additional Initiatives. 

Your immediate action as noted above Is critically important. There Is no substitute for your 
contacts. 

Thank you In advance for your anticipated cooperation. 
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February 25 - MASA ACTION ALERT 

The federal Health Care Financing Authority (HCFA) has 
introduced guidelines which will substantially impact 
Medicaid reimbursement for your intermediate school 
district. These guidelines are on an extremely fast timeline 
and as proposed will reduce Medicaid reimbursement in 
Michigan for the delivery of special education and other 
services at the ISD by approximately 75°/o (i.e. over $130 
million). These reductions will not only decrease available 
revenues for the ISO special education programs but likely 
will decrease reimbursement or increase bill backs to local 
districts. 

Your attention to this matter is very important. Please 
contact your ISO for further information as to how you 
can help address this. serious and immediate funding 
concern. 

A Member of the Michigan Coogress of School Administrator Ass0<:lallona 



David Rowe 

,., 10/21/99 05:30:40 PM 

Record Type: Record 

To: See the distribution list at the bottom of this message 

cc: Wayne Upshaw/OMB/EOP@EOP, Barry White/OMB/EOP@EOP, Joanne Cianci/OMB/EOP@EOP, 
Jeffrey A. Farkas/OMB/EOP@EOP 

Subject: ED concerns about HR 1180 

Attached is a copy of ED's concerns with the Medicaid school-based health services language in the 
House version of WllA. 

Lillian/Anne: can you send this to HCFA? Thanks. 

----------------------Forwarded by David Rowe/OMB/EOP on 10/21/99 05 28 PM---------------------------

~ "Sheridan, Suzanne" <Suzanne_Sheridan@ed.gov> 
CJ~-'."~~~."' 10/21/99 05:08:01 PM 
•.,,_,~:..··:::::::==.....,.,-· 1...-

Record Type: Record 

To: David Rowe/OMB/EOP 

cc: 
Subject: ED concerns about HR 1180 

David -- attached to this should be the list we agreed to produce earlier 
today on the Department's concerns 

Suzanne 

(I will not be at work tomorrow -- if you have questions, talk to Carol. 
Jo Leta may also be able to help if you need specific examples.) 

<<Concerns about HR 1180.doc» 
Concerns about HR 1180 (as amended) changes to Section 1903(i) and (m) of 
the Social Security Act 

1903(i)(21 )(A) -- Approvable methodologies 

The effective date for this section is the date of enactment (Sec. 
407(e)(1) of the bill). Although today HCFA made oral representations that 



these provisions would not be implemented in a way that required immediate 
compliance by States that currently have approved State plans that would not 
meet these new standards, we believe that the language of the bill should 
make clear to the school and Medicaid communities' that charges that are 
appropriate under an approved plan will continue to be accepted for a 
reasonable transition period while States make the necessary adjustments to 
those plans. This change seems reasonable in light of the communities high 
sensitivity to the "bundling" issue. 

* We remain concerned that this language could impose on school 
districts standards, particularly as to bundling methodologies, that will be 
extremely difficult for school districts to meet and that may be more 
rigorous than those imposed on other service providers who also are 
providing services in "public agency" environments, e.g., State-run 
institutions or public hospitals. 

Section 1903(i)(21 )(8) Transportation 

* Subparagraph (21 )(B)(iii)(I) provides that payment for 
transportation services is only available if that transportation is provided 
on a specially equipped or staffed vehicle. This is understandable, at 
least, when the transportation is between the child's home or other care 
site and the child's school. It does not make sense with regard to 
transportation to and from off-campus Medicaid-covered services -- for 
example, when the district provides transportation between school and a 
physical therapy session and the child does not need a specially-equipped or 
staffed vehicle to get there. We propose removing the words "in such a 
vehicle" from this provision. 

Section 407(b) Services and Managed-Care Contracts 

* We remain concerned that the changes in this section will 
inappropriately shift the costs of Medicaid eligible services that are 
covered by a managed-care contract onto schools. The language amending 
1903(m), by adding a new (xii) should be strengthened by specifying that the 
coordination required should not only be aimed at preventing duplication of 
services and payments, but should also be to prevent the shifting of costs 
of services covered by the contract to State and local educational agencies 
and school districts, that is consistent with 20 USC 1412(a)(12)(A)(i) [the 
provision of IDEA that requires that States have interagency agreements that 
recognize that the financial responsibility of State Medicaid agencies 
precedes the financial responsibility of State and local educational 
agencies]. 

Section 407(d) Developing a Uniform Methodology 

The U.S. Secretary of Education should be specifically mentioned as 
a party to this consultation process. 

Technical ?? 

* Should section 407(a)(3) (page 134, lines 16-17 of the 10/18 draft) 
refer to the third sentence 'of paragraph (18)' ? 



. -
* If so, a similar fix appears to be needed to section 407(b)(2)(B) 
(page 136, lines 5-9). 

D -Concerns about HR 1180.doc 

Message Sent To: 

Lillian S. Spuria/OMB/EOP@EOP 
Anne E. Tumlinson/OMB/EOP@EOP 
Bethany Little/OPD/EOP@EOP 
Andy Rotherham/OPD/EOP@EOP 
Jeanne Lambrew/OPD/EOP@EOP 
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• Lui•aae Appcan to Allow States to Recover Stat.e--.Fuuded Special Education Costs through Medicaid 
Rntnue Billed by School• (Sec. 407(c)] 

H.R. 1180 appears to limit a state's retention of Medicaid revenue otherwise due to schools, but at the same 
time, seems tO allow it to recapture !iltate special education funding from this Federal revenue source. It will 
inappropriately pit schools against their state ov~rseer11 to vie for funds that should be u&ed to enhance the 
delivocy of aorvicei to children. Thi!J provision could be cat.8.itrophio for school districts providing costly 
mandated hea.Jth services to disabled 'hildren. 

In conclusion, the interplay bctw~n health care and school systems is replm with multiplo nuances and 
complexities. We urge the Committee to ro:thr.in from using ~chool·bo.sed health services as a quick offset fix. for 
disablea adult boncfits. At best, this is public policy at it5 worst. 

PaulG. Vallas 
Chief Executive Officer 

PGV/amb 
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Given the &bQve, we have the following comments on H.R. 1180. Section 407: 

• BCFA·Mand•ted Uniform Methodology May Reduce School-Based Medicaid Senkes (Sec. 407(d)) 

The bill gives }ICF A 90 days from its enactment to develop and implement a unifo111l methodoloa:Y for 
payment of school-bued administrative oxpensea. Under this design, HCF A would have an unlimited 
authority to n~~tdct school-bas~ Medicaid service!> outside of its normal rulemaking process. The full scope 
of this open-ended provisicn and the financial negative impact on sc:hool dis.tricts. is entirely unknown. Giveri 
the very 1.h.ort time frame alJocated for this extremely c.omplex aesigrunent and the hi•torical dearth of 
meaninglhl conaultatioo between the agency and school districts, the provision offers school district& little 
promise for a meaningful and roaaonable outcome. 

• New Tra~po.nadon Reimhuraamcnt Requirements Contradict the Spirit and latent of IDEA fSec. 
407(a)(2)(ll)(B)l 

To receive reimbursement, H.ll l l 80 would require that students with disabilities recei\'c tRnsportation that 
is specially equipped or staffed. lbe simpliciLy of this requirement fails to take into account the IDEA 
mandate that students with disabilities be transported to the maximum extent appropriate v.ith their 
nondisabled ~rs- This provision ignores the fact tha.t a disabled ch{ld able to ride a bus with nondisabled 
pcors may require transportation to school solely beoause of health service needs, but not require specially 
eqvippoo or staffed transportation. 

• New Tra.nsportation Requirements Would Prorate Trusp1>rtatio11 Costs~ Equal Part of School Day Ct.ild 
l1 lteceh'tn1 Hulth Services (Sec. 407(a)(2)(ll)(B)(iii) (II) 

E'\•cn perhaps more inexplicably, H.R. 1180 would for the fim time proraie transportation costs in proportion 
to the time the chHd receive~ health ser'\'ices. Thus, as we undersraud the provision, transportation for a child 
who receives speech therapy for 30 minutes durins a five-hour day would have a cost proration cl 1110. 'This 
would be analogous to the passage of a provision for transportii.tion to hca.Jth c11Te ag~ciea whereby the 
amount of time a patient sits waiting for health services (i.e., not engaged in he.-.lth servicH) is deducted from 
the transportation cost. This is no more absurd than reducing transportation reimbursemont for tho period of 
tiin4;1 a child i.!'I being educated rather than receiving health &ervices. The cost of the ttip is no more or less 
e.xpensl.vc regardleli' of whether the child is receiviJ18 only health care services, also receiving educational 
services, or sitting in a hatlth care agency waiting room. 

• Tbt l'd.aoaged Care Provision Requi~ Additiowd Study and Assurances tbat Schools anc:I Mana1ed 
Care Ageacles Could Share Information in the Normal Coune of Business (S~c. 407(b)) 

The apparent intent of the managed care provisions is to avoid dupllcation of services or billing. However, 
language mu$1 guard against unintended negative consequences for achool-based servioot and clarify that they 
are not to be inhibited or restricted, and t.ake into account the complex inmracticn between r~uired EPSDT 
sezviceB of manaaed care entities and Nquired IBP servicc5 for students with dis.abilities. Also, cluification is 
needed to ensuro that managed care providers anJ school districts can share data without violatins rules on 
confi.dentiaHty and privacy, 
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I (c) EFFECTIVE DATE.-The amendments made by 

2 this section shall apply in the case of any attorney v,'ith 

3 respect to whom a fee for services is required to be cer-

4 tified for payment from a claimant's pasI-due benefits 

5 pursuant to subsection (a)(4)(A) or (b)(4)(A) of section 

6 206 of the Social Security Act after-

7 (1) December 31. 1999. or 

8 (2) the last day of the firs:: morn:h beginning 

9 after the month in which t:his Act :s enacted. 

IQ SEC. 407. PREVENTION OF FRAUD AND .WUSE ASSOCIATED 

11 

12 

WITH CERTAIN PAYMENTS UNDER THE MED-

ICAID PROGRAM. 

] 3 (a) REQUIREMENTS FOR P..:.::'ME'.'\TS.-Section 

14 1903(i) of the Social Securiry Act (42 U.S.C. 1396b(i)) 

15 (as amended by section 201 (a) (3) (3)) is amended 

16 further-

17 (1) in paragraph (20). by srr:~jng :he period at 

18 · the end and inserting .. : or": and 

19 (2) by insening immediaiel·,- afrer pc.!"'agraph 

20 (20) the following: 

21 

22 

23 

· · (21) with res pen to any ar:-::;•.m! expended for 

an iiem or service provided unde:- the plan, or for 

any administrat1ve expense incurr;;j to carry out the 

24 plan. which is provided or incurre::i by. or on behalf 

__, .. ::_·_,--""-·..;;~'-'2'i :/·"·';i; s ~z:~o,;::: or local eclucaiional agency or school dis-

Ociober 18. 1999 (10:05 PM) 

F;\VS\101899\101899.0GB 
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~ 
CONSORTIUM 

CITizENS. __ ,... __ 
I DISABILITIES 

The BoJlonl:sle 1. DC!Ws Hastert ·· 
Speaker". 
U.S. House oD.epresentatives 
Wuhington. DC 2os1s 

Dear Speak:er B&!tmr· 

O;raber ts, 1999 

tbe undeBiped .m=bcr org;mizaxfons af lhe Consotdwn for Citizen& with 
Disabilities Task For~ on Social Sa;wity and Employment Uld TraiD&lg BR 

pltaM.d to see 1110~ ~ legidatiw on the verge of p&SAge on the Hausa floor. 

'We appreciate all otihe work that }OU DI the Members of ihe Ways Ind MtsDS and 
CommcrcD ~ lsave pat iAto ruolviDg m=crous is.mes~ h&V"D uilc:n i11 
ihe legblztiQn.. $r, as the l~lsri0&1 ii addressed by the .P.uic:s Committee ad 
prepared for a. t1oor we believe that it is imperazive that seYaaJ i~ be 
reso1v~ 5pec:ili , we urge yaa ta auure: · 

I 
' 

• Iadaio11 of tbc'.Mwcaid pravi;icms as marlced-ap by dae Comiauce 
Committee, partialbrty indasio11 orhadfng fortbe demomtnlioll md 
state put prog:nmJ 2S IDIZldatory f uading, rather than disaetiouary 

. flllldiia:- The di~ozwy &ad~ approach f.ar Meclicaid pro~ ia 
unKCeptab~ bcr::zuse it vrill make the pra\'isiom lndecave. ! 

• laddlioa •(pay-fors for the end~.biD. wt arc .cuptab1e to peaple. ..stk 
dlw.bilities. Curmmy, the aDDrneys' fees prCl'Yisio11 and ~ cutrenz drzft o!tbe 
Medic:aldledacation set'\'ic:es proY1S.1ons are ama~ble bc:oaLc.se they will bum 
people wilh disabilities. 

AU parties to Olis df ort- tile President. tbe Reuse of 1\eprcsentdi't'i:s, md Ult 
Senate - m11Jt carae togr:tbcr te eaact legiabtion thar f alfills dle pr01illise .r tile 
Work Iacmtivm llnprvnmast Ad snd doe1 .aot lulrm those peopJe 'fritla 
dilU~ida whom dac bJD Is dcaigu.r:d ta asrin. We can only support a.Saal bill 
'*resolves the~ issu~. 

We pledsc to ccminue~to work with. you. 10 resolve these mportut imaes IO that 
people with ~abilitic1 rn 'ha~ barriers to 9iodc removed. We hope ro ~able t0 

! : 

JOlh~3s l3~ana sno a3 Ua s~:io NOU 66-91-lOO 

zo 'd r"TI Ill I 1-,,1. ILJ'\.J~ rT::J 
C~·'T CCCT-~?-l~n 



I . . -·~ . ,, ~·-join. wilh )'O~ the s~ md the l'rosidt:ntm ~~-£ ~..,... & ln&A 

~-»Lr ~wan Giaabilttics. · 

Siam-el.y. 

!fJY- ~J::r 
Ihe Ale aftbe us t1CPA 

Co-Qairs. COl Tuk Force Oil Social Security 

cc OWanau~dDrm 
OWn2wi Bill Ar;ber 
ChainmA Tom Bliley .. L -- . On behalf of: . 

AIDS· Aaion · · 
AJlbnce !or Rehab . . Ca~g (NI.CA/AB.CA) 
Amai<UNerwork~Cmnmuuity OPtiom ..m~ 
Fazer' Seals 

.. 

~cmal Assaci:ltion. cf Psychosoeial R.ekabllitmicm Services 
Nmonal Assonwtia11 ot!>cvclopmemal Di!abilities ~ 
Natioul AssodarioA of'Protoctioa ind Advocacy Systems 
Nazioml Pa.n:nt Netwcrk 011 l>isuilities 
NISH 
Pmlyud Vecerms of America. 
!be Aic of t'he Ualted Stites 
Uaited Cerebral Palsy AsSoc:iaticms 

. . 
I 

I 

I 

£0'd 
30lh"M3S 13~ana sno a3 

TOTA- P. as 

~d s~:lO NO~ 66-81-1~0 



DarC~ 

We me cmeinciy concenicd thai ttl£! Rules Cammi~ may--toda)'-9Cl predpitDiiity °"" • 
piece a!legislatian, H.ll 3070 (specilieally Section 401). which wauld have a severe UJd 
pro~amd!y nega.tiYc impac! an I012.1.sc:iiJol diszricta RniDg poor and. disabled childrm. 

nua bill, scht:iduled Car jtui°' action t0d2y, would. dcspiie its ride. liinit"' Jclloal ckri~·s 
rsavay·ofMedicaickdart:d 1c:rvioe&, far poor/dilabted cbildrm, anderth~ asSumptian lhat 
tbeR' is Mcl=ipr~ "FnCud and Abuse" in this recovery process. We firmly belift'B this Is an 
cmiDCOU:S &S5Ulnprion aid wge a .DJ.a~ comprellmsive. ~ public dbcnss1tm bcfOre any 
JIOUan is takm w Sec. 4bs of H.R. 3070. 

I 

We. as~ prof'essimaa} as5ociatiau of 14.000 local ldloo1 su)'erin~ll and. cdlool 
esec:utivl!'Sw ~ncvercomuhed about th;s !'8Cticm ofH.R.. 3010, md we t\lriher'~ 
tba! ao gmgp 1q1re1enting local odu.e.alOtS had been comulted or asked to partieipue bi atty 
hearing on this matter. ln f.acc, ta ou:r knowledge. the bill wu not 1h8 subjtl:t af hemings, 'bur 
..,_ muvduced aod imml:diateJy awked-up and reported ta the tbll House lut week. 

We Ilk lhlZ Section "408 he mnaved and rcltm:d bade for mare tlsanmgh camidemiioa, 
'beculse ir would ha.Yoe dlrcct and Cltl'Cmaly uegatin impact DD 'lhc manmr and~ of 

. costs in a number of~- Of )Slfticul~ concan is haw HMo·s. It appears, would be 
allowed to stop usistiug disabled siu.dBDts. BeamBO the Supteme Coun has ads! in thil area, 
we ue temiy aware th3l new medical com uc .ire.dy L~ shifted 14 school" Otbar iau8I 
of c:om:em deal wi!h hmpomtion, bondfuig of claims, zad excessive ~ta swe-level 
~esd- . 

Tha:bk you fOr your eomideration of our viewi:i on um bigbly contmvenial propcsal. 

Sizu:crdy. 

BrllCC Hunltr 
Dirr:dar of Pu.hlic Affairs! 

1801 Nol1h Moore S!reet •Arlington. Virginia 22209-1813 a. 703.528.0700 A Fu 703.841.1543.a. http://Mwl.aasa.org 
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MEMORANDUM - to1is199 h.ttp://......,..cgcs.org 

TO: Amy Driskowski 
Hoµ.se Commerce Committee 

.FROM: Jeff Simeriog . 
Council of the Great Ciry Schools 

SUB: Sdioul,BiUCd Medicaid PrµvisiaDJ in H.R. 3070 & H.R. 1180 Implia.tions 

1nc Council of the Grear Cit)" Schools, the coalition of the nuicm's larp ccni:n.l 
. city sichool dimiCtS. is very wnccmcd wnh the impl]Qrions of me school-based 
Medic.id provisions amched co H.R. 3070. The 58 m~mbc:r $'Chool clistrias of the 
Counc&l rcprcsc;nt approximicdy 30% of th~ Tl.2.tion'' poor school children a.nd l '% 
of th.c n.arion' i diSahl~d rlool children. 

Fedc.r.U ftatutq ai.a.iida~ that public school dimicu provide health-rdattd services to 
disabled school childten in order to ensun: their a.cccu to in cqu.U eduatioiW 
opportlJnity. These hcalch se.rvic:c.5 can be C{llitt t06tly for some ~y impaired 
children and ic any CVCQt rcprtsc:nC a ngnificanc fipaiici:aJ. burden on the prinwy 
cduc.atiom..I mission. of the public: school districts.. 

For the wt dec:ide. then: has be.en~~ express authorizacion for eligible Mcdiaid 
services to diia.bltd chi.l.d.rcn icknti&:d under the lncilviduals with Dmbilities 
Education Aa ODEA}. Yee school district panicipa~on in the Medi.aid prognm 
has been very limietd until m:cnc ~· ln cfFcct. Kbool disttica lave b(Cn 
absorbing Medicajd eligible health siervas com. within rhcir OWD mairu:d local 
school budgeu fur manyycan due to th1: cooiplaitic:s of~ this new 
frontier of health smiccs acccu~ting. The fm t.hu school-based Mcd.iaid d:&.im.s 
have inacascd in ~r yr:m rdie&:tJ sigiiif ICil.Dt loa.l t;ffon:s io ~~ Medicaid 
access buricn, rather min rcflc:ting my subita.nt:W gimmickry or 2busc. Even 
HCPA after consulatioo over the past scvr:w months with State Medicaid directors 
~d c.du.c:a.tion n:pracnauvcs appean to he Ictrenching from ics_ May 21· 1c~cr that 
absolutely prohibited ccrclia 6Ct'e·iccs and methodologies. ~t lw bcc.u~c dcu dqrlng 
chcsc: conrula.rions. in whkh the Council h3s participated. that misunderstanding of 
school opc:n.tioru by HCFA and vict Vt;rn ha-we contributed to the perception of 
widt spra.d problcrm. The Cou .. cil docs not S1JFl that ch.is n:larivcly l¥W arena of 
Medic.id pmidpation is prublcm·fn:e. but~ do Dot believe it to be problem .. 
pbgucd dth~. 

The school-based provisions a~ to H.R. 3070 similarly r?flect many of the 
misuodcaun<fulgs of rhe May 21" HCFA lcncr. HCPA is taking six mondu uf 
inquicy and. tomultuioa bcfo~ a>mplctlng their action on just th.e •bu.adl~· issue. 
The Coundl bdi1..-vcs tha.t the Commerce Committee •hould not adopt die scb.ool­
b:ucd. praviliom of H.lt 3070 without a similar in-depth initwry, sinc.e apparcudy . 
no hcuinp on th.is matter bzvc bCtll held. The discussion an th~ issues, from OlU 

widcmanding. have bc:c:n mzinly with SCnatdimna: mff ud were mil in the 
process of revision. bued on such input. 1'lu: Council fi:ars dia.t m a.m:mpt to fix 
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$Omc limited probl=m could tcSUlt wliD1tution:.lly in c:rc:aring wide ~ptcad aa:m 
prahlcm.s for schools aiad school cbild.n:n. · . 

The Cou.nci.I would pref er to work .....ith ilic Commia:tc tc cnfttd :r. fully informed 
measure thar addressed both aa:a:i b.utia'3 and problem. ucas. 

A few spt.cific concerns with the provisions m.ay undcrsc:orc: the Council'1 b.e:siti:i:ion 
an sudi lau~:: 

A HCFA-Ma.nd:m:d Uniform Ms:rhodp!Qgy May LimicAf.C§& fur FJigjblc School 
Childn:n 'to Mediaid. Sc~ 
Many of du: Council school dimias believe that HCPA has been pan of the: 
problem. cacher rhan p:m: of the solution tu :.iu:ess battle~ for school-based Medicaid 
services. Hisroiy 1u~ that a HCFA-dcvclopcd unifoxm methodology m2Y bC" 
avcrly remictivt and cxcasivdy ba.rdc:nsomc. Though cousu.lmion with st::ue.~ and 
local sc.:bools is ..owmc::ndablc. HCf A ju.st b~ coruulr.arion with lithool 
rcpresenr.:i.tive Wt] uly after a dea.& of inaction on lht IDEA d.iablcd child scrvio::i1 
provision. There is. therefore. no substantial rcc.orJ to s~c dat mcb comulrarinn 
will be c!f co.iv~. Finally, the ~ -90 Jay timdrame for rncthodology 
development :almusr cnsurcs a. las th.an optimal and informed ouccome in this 
compla area. The Council is also concerned mat formal notice and comment 
rulcmalcing is apparently w;Uvcd or d.cla.y by ch~ proYision. 
Recommc:ndatioo: The Council rcc.omm~nds in the ~ccmacivc cafting a ptovision 
rha.t would require HCFA to l.s.rue a. tcehn.ical assistance manual and conduct r:cgioaal 
cechnl"I a.ssim.n~ workshops for states. ~chools and appliablc ~an.aged care 
organit.a tioris. 

The Mi~(~ Pmvi.~ion Could.Abrogate M;nmd Care Rsponsihllitics and 
Shift fu,n:ber Rgponsibilicie1 and Com t:o School Dimiro 
The.~ are provl$ion.s of ~n 408 C1fH.R. 3070 apparently seek to avoid 
d1.aplicat.ion of scr«ts or billings. However, section 408(},) m.ty unintentionally 
mieve m..amgtd care pmvidm of suvic.e rc~ponsibilitia: for disabled school child~ll 
and pl;.ce the full respoQSibility for ruch services on the schools with.out any 
asswance uf a.cxc:ss to Medicaid rcimbW!cmcnn. lf duplia.rion is the problcai, cban 
rhe b.nguagc need be no more compla r:ban requiring State Medicaid agencit:s lo 

cstabl'5h procedures to facilit:uc coordina.ti•>n and prcv~nt duplication.. 

N~ Unspecified ~Jiu~. _Mcdt.odt and Smdud.I f.mhlimai in ~ccriop ~08 Im 
Lilcdy ro ea~ Co~on..Addei Bur&ru, Dc;h"" and Pogntial AEcS§ 
Limitations. 
• The n:quircmcnc for •ilemizalion"' in the bundling provision Sedns iocomisrent 

wjm the conc:epr of bundling of groups of tervia:s and expenses. (Nott: Though 
lei:s than a. ha.ndful of the Grae Ciry Schools use a bundling methodology at 
p~nt. the pr0$pCCt of a. moJ:C efficient mctb.od.ologial opdon like bundliDg or 
apirarion, 12thcr dwi ·more: c:.bhoa.tc cncoun~r billing, i.1 vuy attQgjvc to 
school orgaruzatioN wh.ose prirnaiy mWion in not health SCtVia:&.' 
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• Schools fwd licdc i.n rhc hQ]tb services system to be reasonable. particularly the 
costs ud chc low reimb~ rates. Thcrefon, the interjection of umpccifacd. 
lOUI uf 1Q.au""'1.ikua111 lJ7 HCPA &a uf ""ua..cau. 

• No school offtci2ls working in Medlaid services a.n uncl.em:md how a. 
proportionarr iJloc:atioD of cDSt:5 fur ·cna.sporution will work and not be 
cxccption.a!ly .adminism.xivc burdensome and costly. ~or eampl~ if ll child who 
vrould oth.crwisc walk co the ncighbochood.school is so severely disablc:d ro 
rcq~ cmollmoit iD :1. specialized school with spccimcd f.ldlitia in another 
neighborhood or acrl>6S rown within the school districc. how would the di!t:riet 
dctcnniuc pcoponio~tc imp:i.cr of the h=lth impai.r:mcn.ts aDd i:ht MCded 
servica on the c::oJO of uanspordng this child to this spcri,)jn=d fui)ity. Without 
chc impairment. no cosa would be incurred. 

The Rcqnircmcnt for R.cimtzur:sip,g Or!ly Tpp.cporgtiqo qn SRSri,Uy ~pc:d 
Vt;hiclg Mllundmari& the Narurc orEli~blc School-bj,~ Hqlrh Sc;ryic~ and i1 
Incoruin,enr wich om~r Pcdrgl Sgrurory and Civil Righa L&w Prolupid,ng the 
S.:pcp.lioo of Disabled Children 
There is no .n:uoa to send many disabled childttn to receive health. xmca on a 
speciaDy equipped bus. A child with a. ~ch. impainncnt dearly docs not .need a bus 
equipped for physic:illy disabled children. The coses of spec~IJy equipped vehicles 
obviowly arc mon: c::cpc:nsivc ~ \lllCU. Morcova, federal law prohibits non~ncial 
segrega.tion of disabled c.hildccn in cnviconmGDta without noa.~led dJil~CL. 
TI1is proYilion iJ subslanrially flawed, as~ the original Ma.y 21" HCFA clirecrivc 
from which the proMon has likely been d1&wn. 

Ws Suppoaine r:bc Concc:pr of FuJI Rcimlmmnent to Schools from the Sa.ti:. 
There MM He a Pcuenrial fnr G;:imiag du; PmviRipa by the:\~ 
Under St:Ction 408(c) of H.R. 3070 a Sme may prospective emb&b a dedicated line 
iu:m for sudi apc.riditutes purely le> caprurt tht Medicaid reirnb~cntS. This 
sec.end option ~hould only be ~le for Stnx:s which have rud2 a dcdia.tcd line 
itan in cum:nr Jaw a.~ af the: beginning of this fcdml ~year. 

lo. the short period available for m-iew, these arc the: most irumedi~~ ;mas of 
cone.cm. (Nute tbu there is no aigWDCnt rcp.rding contingency and noncompetitive 
fees foe vendors. .ilchough chi:s might ~tacb. and inhibit concra.as witb. merdy 
'"paper billing· ~Dts as opposed to soJcly large sale con:mlring opc:atiom.) 

Thi: tnuhiplc n~nces of this complex interaction between health 6}"tems and school 
qmms <l.csc:-rvcd more: study and W"gClCd language. The Cotincil hopes mac thtJ 

Committee r;in hold off uking this action at this latt: datE. A policy of paying for 
addicion.al SctVi~ for disabled near-poor adults b7 limiting aa:cg to services for 
~led childr= and schools is questionable a.c best. The Couacil is happy lO tie of 
.,.haa:Ycr ~iscmce u ~prnpl'Utc. 
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October 24, l 999 

ALERT *** ALERT *** ALERT 
SCHOOL-BASED MEDICAID SERVICES LIMITED BY H.R. 1180 

To: Great City Schools Legislative Liaisons 
From: Jeff Simcring 
Re: Calls Opposing H.R. 1180 Llmirarions on School-based Medicaid Services 

Needed Prior co Conference Commiccee on Ocr. 25 and 26. 

Scams: H.R. l 180 and S. 331 provide extended federal health and orher benefos co 
disabled adulcs who become employed. However, rhe House bill (I-LR. l 180) pays 
for t:hese new benefits ro disabled adulrs by resrricring payments for school-based 
Medicaid services and wich a number of ocher revenue offsns. Ir is ironic rhat 
additional henefits for disabled working adulrs (generally a good policy) arc financed 
in parr wirh cues rn school-based Medicaid services ($70 million over five years). 

These school-based Medicaid offsets popped up.last wed< in a similar Ways and 
Means Committee bill and were anached co H.R. 1180, which passed the House by 
a 400-voce margin. Despite Council cfforrs, chis 11 J, hour manc:uver ensured thar 
vinually no member of Congress focused on rhc: fact rhac services for disabled school 
children were being cul co pay for scivices for disabled aduhs. 

The resuictivc language in H.R. l.180 for school-based Medicaid services is so broad 
and ambiguous char many, if not mcm of currently reimbursed healrh-relaced services 
for IDEA children may be ac risk of elimination. There arc some legitimate 
arguments char rransporracion billing of Medicaid may he overused in some places, 
and chat consul cane fees of over 20% of billings may be a bit excessive. However, che 
seven pages of Medicaid limitacion language of rhe hill represent significanr overkill: 
• PL-ices new rescricrions on che pracrice of billing for "bundled" services in schools 

(bur nor in any ocher health subsysrtm like early incervenrion, residenrial services, 
ere.) reqL1iring actuarial ba.si.'i and reconciliarion, or ocher comparative basis; 

• Places new resrricrioos on transponacion services including ro: those under age 
21, IEP norarions of medical need for transporracion, using specially equipped or 
staffed vehicles, cosr allocacion amibuld.blc: co mt:dical need for rransponarion 
and allocared by che proportion of cost..; equal ro lhe portion of rhc school day 
spenr in activities rdarl:<l co Medicaid covered services; 

• Places requirements for comperirive bidding of comracrs in connection wich 
collcccion and submission of Medicaid claims, and prohibits concingcm fee 
conrracrs; 

• Rt.:quires coordinarion of services ro prevent duplicacive billing by managed care 
providers and schools, and prohibits paymtms co schools if managed care 
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providers are receiving capitaced or similar paymcncs for such services in rheir 
conrract with che Stare; 

• Requires srares co pass-thru Mtdicaid rcimbursemenrs based on che percencagt 
paid by rhe srale or local education agency; 

• Mandates rhac HCFA establish a uniform merhodology for school-bast:d 
Medicaid services within 90 days 

Problem Areas: 
l. Limirarions on bundling (rhough use: by only a handful of Greac City Schools) 

preclude a cosc-dti::ctivc method for non-Medicaid participating school disrricrs 
to begin parriciparion in the Medicaid. These limits arc applied ro school-based 
bundling but ro no ocher bundling of services. 

2. IDEA requires uanspon:arion in che lcasr rcscriccive i:nvironmem for disabled 
school children through age 21 nor under age 21. It does nor require special 
huses or special scaffing, as does H.R. 1180, bur does require a rransponation 
need rc:laced rn the disabiliry. Nu one knows how ro allocare cos LS berwtc:n whar 
art a healch-rdarcd service and what is noc, particularly for severe and multiple 
disabilities. 

3. If a d1ild is covered under a managed cue provider contract, rht H.R. 1180 
language may preclude school-based services rcimburscmenrs from the Srate, and 
require in the ahernarive a separate agrtcmcnr with the managed care provider (a 
nightmare wairing rn happen!) 

4. The SEA may claim rhar its Sr.are categorical special educarion fonds allow for 
paying hc:Jch-rdarcd costs, therefore rhi: Stale may claim the entire Medicaid 
rcimhursemi:nr. 

5. HCFA has never been school-friendly. Irs May 21" letter on school-based 
services wa.s nor only resuicrive bur misundersrood IDEA and school-based 
hcalrh services. Any uniform mei:hodology mandated by HCFA even wirh 
consultation wirh SEAs and LEAs will likdy be extremely resrrictive. Developing 
chis uniform mtrhodology wirhin 90 days will likely product mulripk: errors and 
further limit our school-based service reimburstmems. 

Acrion: School districts should contact rhcir ddcgarions immediately and poinr our 
that: 1) schools wc:n: promised grearer access co Medicaid school-based services in 
agreeing ro suppon rhe IDEA amendments of 1997, 2) rhese H.R. 1180 provisions 
renege on char assurance, and 3) rhe school-based language should be.: dropped from 
che House version of the bill in Conference Comminee. Suggest lhar Congress find 
$70 million worth of revenue offsers over five years dscwhac - bur cerrainly noc by 
limiLing services for disabltd school children in cheir schools. If claims of fraud, 
waste and abuse arc made, suggest char no House: hearings were hd<l and char rhe 
Committee of jurisdiction should addri:ss these limited problem.~ in a measured 
fashion, nor in chis overkill manner ac chc 11 <ii hour a.~ Congress is set rn adjourn. 

Please Call Your Senare and House Delegation Immediately at 202-224-3121 

(Seay tuned later in the week as che possible curs in rhe Federal Education Budget 
may need your intervention as well) 
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Council of the Great City Schools 
1301 Pennsylvania Avenue, N.\X'. • Suice 702 • \X'ashingcon, D.C. + 20004 

(202) 393-2427 + (202) .393-2400 (fax) 

MEMORANDUM -- 10/18/99 
hctp:/ /www.cgc~.org 

TO: 
House Commerce Comminee 

FROM: Jeff Simering 
Council of the G reac Ciry Schools 

SUB: School-Based Medicaid Provisions in H.R. 3070 & li.R. 1180 lmplicarions 

'fhc Council of rhc Great City Schools, rhc coalition of chc nation's largest ccnrral 
city school districts, is very concerned with the implicacions of the school-based 
Medicaid provisions accached co H.R. 3070. The 58 member school districts of rhe 
Council represenc approximacely 30% of rhe nation's poor school children and 13% 
of the nation's disabled school children. 

Federal .~racmcs mandate rhar public school discricrs provide healch-relared services ro 
disabled school children in order ro ensure cheir access co an equal c:ducarional 
opponuniLy. These health services can be quire cosdy for some scvcrdy impaired 
children and in ;my cvcnc represent a significant financial burden on rhe prima1y 
educational mission of the public school districts. 

For the lasr decade, rhere has been an e::i::press authoriiacion for digiblc: Medicaid 
services co disabled children identified under chc Individuals with Disahiliries 
Educarion Acr (IDEA). Yer school disrricr paniciparion in che Medicaid program 
has been very limiced uncil recenc years. In effecL, school disuicrs have been 
absorbing Medicaid eligible health services com wirhin rheir own srrained local 
school budgets for many years due ro the complexities of undertaken this new 
frontier of hc:a.lch services accounring. The facr rhar school-based Medicaid claims 
have increased in recenr years reflects signiflcam local effons LO overcome: Medicaid 
access barriers, rather than rdle([ing any subscanria.l gimmickry or abuse. Even 
HCFA after consulcacion over che pasr several monrhs with Stace Medicaid direccors 
and educarion reprc.scnr.arivcs appears ro be rccrcnching from its May 21" lener thac 
absolurdy prohibired cenain seIVices and methodologies. It has become clear during 
rhese consulcarions, in which che Council has parricipaced, char rnisundersranding of 
school opaarions by HCPA and vice versa have conrribmcd ro rhc perception of 
wide spread probltms. The Council does nor suggest char this relarively new arena of 
Medicaid paniciparion is problem-free, bu1 we do nOl believe it co be probkm­
plagued either. 

The school-based provisions an:.achc:J ro H.R. 3070 $imil.arly rcflecr many of rhe 
misundcrscandings of rhc May 21 '' HCFA lerrer. HCF A is taking six momhs of 
inquiry and consultation before completing rheir action on jusr the "bundling" issue. 
The Council believes rhar rhe Commerce Committee should nor adopr rhe s'hool­
based provisions of H.R. 3070 withour a similar in-depth inquiry, since apparenrly 
no hearings on rhis marrer have been held. The discussion on chese issues, from our 
undemanding. have been mainly wirh Senate finance Slaff and were still in the 
process of revision ba~ed on such inpur. The Council fears char an arcempr to fix 
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• Schools find lirrle in the health services system to be reasonable, panicularly the 
coses and rhc: low rcimburscmcm rates. Therefore, the imc:rjecrion of unspecified 
rests of reasonableness by HCFA is of concern. 

• No school officials working in Medicaid services can understand how a 
proporrionate allocation of cosr.s for rransporracion wiH work and nor be 
exceptionally administrative burdensome and cosrly. For example, if a child who 
would otherwise walk to the neighborhood school is so severely disabled ro 
require enrollment in a specialized school with specialized facilities in another 
neighborhood or across rown wichin the school disuiCL, how would the districL 
determine proportionate impact of che health impairmencs and the needed 
scrvic~s on the costs of transporting thi~ child ro chis specialized faciliry. Without 
rhe impairmem, no coses would be incurred. 

The Requirement for Reimbursing Only Tran.sponarion on Spcciallv Ea1iipped 
Vehicles Misunderscands the Namre of Eli~ible School-based Health SeIYices and is 
Inconsistent with other Federal Sraturnry and Civil Righrs bw Prohihiring rhe 
Segregarion of Dis:ihled Children 
There is no reason co send many disabled children ro receive health services on a 
specially equipped bus. A child wirh a speech impairment clearly does not need a bus 
equipped for physically disabled children. The cosrs of specially equipped vehicles 
obviously arc more <.:xpc:nsive as wdl. Moreover, federal law prohibits nonessemial 
segregation of disabled children in environmems wiLhouL non-disabled children. 
This provision is subscancially flawed, as W~b rhe original May 21" HCFA di.receive 
from which the provision has likely been drawn. 

\Vhilc Supporting che Concept off ull Reimhyrscmenr ro Schools from rhe Srare, 
There May Be a Porenri;:il for G:iming the Provision by the Srares 
Under section 408(c) of H.R. 3070 a Seate may prospective establish a dc<licarcd lint 
item for such expenditures purely to capture che Medicaid reimbursements. This 
second oprion should only be available for States which have such a dedicared line 
ircm in current law as of the heginning of rhis federal fiscal year. 

In rhe shon period available for review, these are rhe mosr immediare areas of 
concern. (Nore char there is no argument regarding comingency and noncompetitive 
fees fur vcn<lors, although chis mighr overreach and inhil.iit conrrJ.Crs wirh mady 
"'paper billing" agcms as opposed ro solely large sc:ile consuhing operations.) 

The multiple nuances of this complex imeraction br:Lween health systems and school 
systems deserved more sru<ly and c.argcrcd language. The Council hopes rhat che 
Committee can hold off taking chis acrion ar chis !are dace. A policy of paying for 
addicional services for disabled near-poor aduhs by limiLing access LO services for 
disabled children and schools is qucscionabk ac besr. The Council is happy ro be of 
whatever assistance is appropriare. 

5/6 



OCT-25-99 17,52 FRQM,GreaL CiLy Schools 10,202 393 2427 PAGE 

some limired problems could result uninrencionally in creaLing wide spread access 
problems for schools and school children. 

The Council would prefer to work wich the Commirtec to crafted a fully informed 
measure rhat addressed boch access barriers and problem areas. 

A few specific concerns with the provisions may underscore the Council's hesiration 
on such language: 

A HCFA-Man4ned Uniform Merhodology Mav Limit Access for Eli~iblc School 
Children (O Medicaid Services . 
Many of rhc Council school districts believe rhac HCFA has betn pan of rhc 
problem, racher chan pare of the solution ro access barrias for school-based Medicaid 
services. I-Iiscory suggc:srs that a HCFA-developed uniform methodology may be 
overly resrricrivc and excessively burdensome. Though consulration with scares and 
local schools is commendable, HCFA just began consulr.arion wirh school 
represemative last July afcer a decade of inaction on rhe IDEA disabled child services 
provision. There is, (herefore, no substamial rc:cor<l tu suggi.:sr rhat such consulrarion 
will be effeccive. Finally, rhe narrow 90 day rimeframe for methodology 
<levclopmenr almosr ensures a less chan optimal and informed outcome in rhis 
complex area. The Council is also concerned rhac formal norice and commem 
rulernaking is apparencly waived or delay by this provision. 
Rccommcndarion: The Council recommends in lhc alternative: crafcing a pruvi.sion 
char would require HCFA to issue a technical a.s.si.sc.ancc manual and coiiducr regional 
technical J.'iSisrance workshops for sraces, schools and applicable managed care 
organizarions. 

The M:rn;ig.edJ-:are Proyi$ion Could Abrogate Managed Cm: Rcspomihilirics and 
Shifr Funher Responsibilities and Costs co School Di.micrs 
The managed care provisions of section 408 of H.R. 3070 apparenrly seek to avoid 
duplicarion of services or billings. However, section 408(b) may uninrtncionally 
relieve managed care providers of service responsibilities for disabled school children 
:rnd place the full responsibility for such services on rhc schools wirhour any 
assurance of access co Medicaid reimbursements. If duplicarion is rhe problem, rhan 
the language need be no more complex than rtquiring Srart'. Medicaid agencies ro 
esc:ahfoh procedures ro facilirare coordination and prevem cluplic.acion. 

New Unspecified Procedure.;;, Method' :rnd Sranc!ards F..stablished in Scccion 408 Arc 
Likely ro C14.~e Confu!'ion, Added Burdens, Delays and Porential Access 
Limir:nion .... 
• The rcquircmcnr for "icemizarion" in d1e bundling provision seems inconsisrenr 

with the concept of bundling of groups of services and ex:pen . .;es. (Nore: Though 
less rhan a handful of rhc Grear City Schools use a bundling mechodology at 
present, rhe prospect of a more efficienr methodological oprion like hundling or 
capicacion, racher than more daboracc <::ncoumer billing, is very anracrive co 
school organizations whose primary mission in noc health services. 
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March 20, 2000 

The Honorable William J. Clinton 
The White House 
1600 Pennsylvania Avenue. N.W. 
Washington, DC 20500 

Dear President Clinton: 

7035282146 T-256 P.02/03 Job-536 

The undersigned organizations, representing parents, educators, school administrators, 
school health professionals, school board members, and other education advocates wish 
to expTess our strong dissatisfaction with the recently released Medicaid School·Based 
Administrative Claiming Guide. Providing health services in the school setting is the 
easiest and most effective way to reach the majority of our nation's children. 
Unfortunately, the practice of serving children through schools is fundamentally 
challenged by HCFA's draft guidance. 

Medicaid reimbursement is currently available for a wide range of administrative health 
service costs and screenings. The practice of screening students in schools provides us 
with the greatest chance of identifying those in need of special health services. Medicaid 
reimbursements also help to pay for the expensive health care costs sometimes associated 
with educating students with disabilities. The recent Cedar Rapids decision requires that 
school districts provide health care services to disabled students to facilitate their 
participation in the classroom setting. If the HCF A guidelines are accepted, and 
Medicaid administrative reimbursement for school-based health serviceso is significantly 
reduced, a large financial burden would be placed on local school districts. Without help 
from Medicaid, districts will be forced to either raid the budgets of other critical 
education programs or cut services. 

The Health Care Financing Administration's Claiming Guide is misguided in two critical 
areas. First, the guide fails to ensure that schools will continue to be reimbursed for 
services covered by Medicaid. Your work on the CHIP program clearly illustrates your 
desire to deliver health care services to as many children as possible. The HCF A 
guidelines, as currently drafted, are a step in the opposite direction. Second, the Claiming 
Guide offers a list of what schools should NOT do rather than providing a comprehensive 
guide to making claims through Medicaid. Any attempts at Medicaid refonn must take a 
positive approach that make it easier for school districts to participate and easier for 
students to receive necessary services. It is also important that HCFA incorporate the 
education community in future discussions of new guidelines so we can ensure that the 
guidance accurately reflects the needs of schools. 

The Claiming Guide is evidently a reaction to a report by the General AccoWlting Office. 
The GAO reported to the Senate Finance Committee that the number of school 
reimbursement claims is up dramatically, and HCFA subsequently began looking into 
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... . . ... 

reasons for the increase. The true reason for the rapid increase in claims is quite simple: 
the number of school districts participating in the program has shot up over the last few 
years as more and more schools became aware of the program. We went from a handful 
of districts applying for reimbursement a few years ago to over 10,000 districts applying 
today. The rise in costs is a reflection of the increase in Medicaid claims; it should not be 
questioned, it should be applauded. 

GAO is also about to report some cases where school districts have pushed the limits of 
Medicaid reimbursement for administering the services. If they look GAO will also find 
that some states are taking an inordinate percentage of funds generated by school-based 
services off the top as a sort of tribute for passing through the Medicaid system. In New 
Jersey, for example, the governor takes a large percentage of Medicaid reimbursement 
funds and uses it for expenses unrelated to child health care or education. Our 
organizations in no way support any bad accounting practices or governors seizing funds 
meant for children's services. Clearly that practice must be stopped, but at the same time, 
we must not cut off school-based health services in the process. 

A successful Medicaid guide ought to make it as easy as possible for legitimate Medicaid 
claims to be efficiently processed and reimbursed. We hope that you will encourage 
HCFA to rethink their approach and issue a new, more positive set of guidance. 

Sincerely, 

American Association of School Administrators 
American Counseling Association 
American Federation of Teachers 
Association of Educational Service Agencies 
Council for Exceptional Children 
Council of the Great City Schools 
National Association of School Psychologists 
National Association of Secondary School Principals 
National Association of Social Workers 
National Education Association 
National Parent Teacher Association 
National Rural Education Association 
National School Board Association 
New York State Education Department 
School Social Work Association of America 
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Ocr.obcr 26, 1999 

The Honorable Tom 13liley 
Chairman 
Committee on Commerce 
2125 Rayburn House Office Building 
Washington, D.C. 20515 

The Honorable Bill Archer 
Chairman 
Committee on Ways and Means 
ll02 Longworth House Office Building 
Washington, D.C. 20515 

The Honorable Trent Lott 
Majority Leader 
S230 Capitol 
Washington, D.C. 20510 

The Honorable William Roth 
Chairman 
Committee on Finance 
2 I 9 Dirksen Senate Office Building 
Washington.D.C. 20510 

Dear Members: , 

The Honorable John D. Dingell 
Ranlu ng Member 
Committee on Commerce 
2322 Rayburn House Office Building 

Washington, D.C. 20515 

The Honorable Charles Rangel 
Ranking Member 
Conunitt.ec on Wuys and Means 
2354 Rayburn House Office Building 
Washington, D.C. _ 20515 

The Honorable Daniel Patrick Moynihan 
Ra11k111f.' Mc:mbn ,_. 
Comnuttee on Pinance 
464 Russell Senate Office Building 
Washington, D.C. 20510 

We are writing to ex.press our concern about section 407 ot H.R. 1180. as passed by the 
House on October 19. 1999. While we suppor1 the unclerly1ng b111, thi.o.; [Jruvis1on could 
seriously curtail, if nor cenninate, the ability 1.if sd1u\JIS to receive 1e1mbursc1rn:nc for 
school-based health services provided under the llldividuab witl1 DisLJhililit!s Education 
Act (IDEA). 

.. AJORll Y •· U02t l2S-41§'1 
cnvr-1202 • 2n -ll7l 

,_,IN<.JIUT'r' (2021 n~·IZb 
lTTYt. --u·o11U0.-311G 

During the last reauthorization of IDEA in 1997, Congn:ss reaffirmed the ability of 
schools to seek reimbursement. for Medicrnrl t'.lir,ihk ..;erv1ccs whrn these services <U'C' 

required for a child with a disability to receive a free. aprropriare public education. With 
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competing pressures al the local level, Medicaid reimbursement is often a critical 
financial component of a school district's efforts to provide an equal educational 

opportunity to its disttbled children. 
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We are concerned that this section, added to H.R. 1180 after Commillee markup and prior 
to floor consideration. could seriously undermine the ability of school disuicts to recoup 
legitimate costs associated with the pnwision of school-based health services. Presently, 
Stales "bundle" (group rogecher individmil costs for multiple services) their reimbursable 

school-based services costs in order tu rm.ke recouping costs manzigcable. Section 407 of 

the bill would hamper the ability of Slates lo continue this practice by re4uiring the 
itemization of ind.i viduul.s services and other procedure:-; 

States also bill Medicaid for costs associmcd with transporting a disabled child to and 

from school, when such Lranspm1r1rion is necessary due the child's disahil11y. Section 407 

would only permit this reimbursement for children who ride segregated, specially 
equipped buses, or buses with special staffing. This requirement is inconsistent with 

Federal civil rights law, including TDEA's focus on encouraging mainstream placements, 
including allowing disabled chiklrcn who are able to ride the same scliool bus as 
nondisabled children. Section 407 would also require: th:1t rcimbu!semcnts for 
transportation costs be determined by a new proportionate allocation procedure that will 
be extremely difficult, if noc impossible, for school districls to calculate. 

Lastly, section 407 could eliminate payments lo schools for school-based health services 

if a child is covered 1indcr a Medicaid m:rn.Jged care provider. Th· s provision ignores the 
assuranct! of IDEA designed to improve access co reimbursement of Medicaid eligible 
services. 

We would request that you reconsider using thcst.: prov1s1ons :1.'. L)ll~et.s for H.R. 1180 am.I 

would be pleased to further discuss this isslk'. 1,\ ith you. \l.,.'hilc :he provi~1ons of section 
407 raise legitimate questions, we would be concerned if there -...vas a rush to include tlus 
language in H.R. 1180 mostly as a means lo offset other costs in tht: bill. Thank you for 
your attention to chis matter. 

Sincerely, 

~S-
William L. Cl-~y· ---y 
Ranking Member 
Conunittee on Education 

and the Workforce 

~ E, /(;!ha -
Dale '-'.. Ki ilk( 

Ranking Member 
Subcommittee on Early Childhood 

Yomh and Pmn.i lies 



Tuesday, November 02, 1999 3 45 PM Larry Snowhite 202-862-9814 

Attention: Andy Rotherham Date: 11/2/99 
------- ------- --- -----

Company: White House Number of Pages: 

Fax Number: 202-456-5581 

---------- ---

Voice Number: 20'2-4 56-5372 

From: Larry Snowhite 

Company: McA Enterprises, l11c. 

-----------·-----

Fax Number: 202-862-9811.J 

Voice Number: 202-862-85] 5 

Subject: HI~ l 18U 

Comments: 

Andy, attached is a Dear Colleague and draft letter to Speaker 
Hastert being circulated by Rep. Bentsen ---

Larry 

----·-·-------
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November I, 1999 

Protect School-Based Jlealth Care ,\'en,icesfor f,ow-l11con1e Children 

Dear Colleague: 

I am writing to ask you to cosign the proposed letter on the reverse side of this Dear 
Colleague to Speak~r Dennis Hastert regarding school-b;ised health cue scrvi1.:cs fo1 low-income 
children Several weeks ago, the House or- Rcp1 cscnt;itive" r:1<.;s1·rl il'g1sla1 inn, 11 R 1180, the Work 

Incentives Improvement Act However, I am concerned that the offsets included in this bill would 
adversely impact the school-based health services provided to Medicaid-eligible children. 

According to recent Census Bureau data, there are 4.4 million children eligible for, but not 
enrolled in, Medicaid Public schools are on the lrontlin.: or providing services to children and have 
prevent their ability to help identify these Med1c;i1d-cligiblc child1 en I bcl1L'\'C we must act to 
eliminate language included in H.R. 1180 (Section 407) of this bill because it would devastate these 
school-based programs. 

Under current law, Medicaid is a11thcmzcd to rcimhllfse schools for sllch services as 
conducting outreach to identify and refer tu cs1<ililisl1 f\frdic:~id clig1hility~ :1ssist1ng applicants with 
Medicaid enrollment~ and providing preventive, physical aml rehabilitative services to these low­
income children The State of Texas and 35 other states have worked wit Ii thei1 n:spective Medicaid 
agencies and the Health Care Financing Administration (HCFA) to implement these programs. 

Section 407 or this bill would impo::.c new 1Tstrictions 011 lite l'vleJicaid Administrative 
Claiming (MAC) program by requiring I ICF·\ tn iss111.: new regulatic"i:; rcl:it<:d lo it These 
regulations would be effective in 90 days an<l impose significant burdens on school-based health 
programs by limiting contingency fees, terminating Medicaid's rcimhmsements for special education 
transportation services, and impose onerous requirements that would make it more difficult for 
schools to provide school-based medical services for those children who are managed care enrollees 
I am concerned that 1 lic impact of this "one-size-fits-a 11'' rq;ulat ion woulcl be to eliminate current 
school-district-based programs without Congressional review oC tl11s 111atkr 

I urge you to join me in sending this letter to Speaker Hasten to eliminate these offset 
provisions. If you have any questions about this, please Jo not hesitate to contact me or Bradley 
Edgell at 5-7508. 

Sincerely, 

Kenneth L Uentsen, Jr 

p.02 



Tuesday, November 02, 1999 3.45 PM 

The Honorable Dennis Hastert 
Speaker 
U. S House of Representatives 
H-232 The Capitol 
Washington, D.C 205 l 5 

Dear Speaker Hastert 

Larry Sn0'·1l11te 202-862-9.'31-~ 

November 3, 1999 

We are writing to urge you to eliminate the school-based health provisions included in 
H.R. 1180, the Work Incentives lmprovement Act. We arc concerned that these offset provisions 
would reduce the number of low-income children who receive health services in public schools. 

According to the Census Bureau, there 1m: c14 million cl11ld1 en elrg1blc fi.>r, but nut 
enrolled in, Medicaid. Public schools are on the front line of providing services to these children 
and have proven their ability to help identify these Medicaid-eligible children We believe we 
must act to elimimne language in HR. I 180 (Se.ction 407) because it would devastate these 
school-based progr:ims 

Under current law, 1\1cdicaid is aulhorizcd to reimburse schools for such services as 
conducting outreach to establish Medicaid eligibility; assisting applicants with the application 
process, and providing preventive.::, physical and rehabilitative services to these low-income 
children. There arc curTently 36 states which oper:i1e school-based health rrograms which would 
be impacted by these offset provisions 

Section 407 of H R. I 180 would impose new restrictions on these programs by requiring 
the Health Care Financing Administration (HCFA) to issue new n:gulations related to this 
program These regulations would be cf1t.:ctive in 90 days and impose significant new burdens on 
school-based system by limiting contingency recs, terminating f\,1edica1d 's reimbursements for 
special education transportation services. ;rnrl impl)sin~ uncrous requirements that would make it 
for schools to provide school-basnl medical service:-. lor those childr·en \VilO arc rnanaged care 
enrollees. In the middle of a school-ycar, ')O days is simply not enough time for sd1uuls to make 
adjustments in their budgets and would decrease the numher of participating schools We are 
concerned that this "one-size-fits-all" regulation would not provide sufficient flexibility to allow 
states to maintain the innovative prngra111:-: which thcv h;l\c designed to rc;icli these children 

Thank you for your consideration of our v1c.::ws and we look forward to working with you 
to eliminate these provisions 

Sincerely, 

p.03 



Tuesday, November 02, 1999 11 25 AM Larry Snowhite 202-862-9814 

Attention: Andy Rotherham Date: 11/2/99 

Company: While House Number of Pages: 

Fax Number: 20'2-456-5581 

Voice Number: 202-456-5372 

From: Larry Snowhite 

Company: McA Lnterpriscs, Inc. 

Fax Number: '20'2-862-981 4 

Voice Number: 202-86'2-8'.':'> 1;; 

Subject: School-based Mcclicaicl/l-ll"~ 1180 

--------------- ·--- -----·------

Comments: 

Andy, here are (1) the CSBA letter to the CA delegation, (2) their 
Fact Sheet on CA impacts, (3) the Young letter, and (4) the 
Goodling/McKeon/Castle letter to conferees. 

Maryln McAdam 
Larry Snowhite 
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v 
CSBA 

California Scilool 13onrds 1\ssnriurio11 

November l, I 999 

The Honorable Buck McKeon 
United States House uf Representatives 
2242 RHOB 
Washington, D.C. 205 I 5 

Dear Representative McKeon: 

The California School Boards Associ:ition (CSBA), which represents the state's more than one 
thousand school districts. is writing to in fom1 you of our strong opposition to provisions of H.R. 
1180 that will significantly reduce Medicaid hc11ellLo;; for low-income children with disabilities. 

H.R- 1180. the "Ticket To Work and Work Incentive Improvement Act of 1999" is designed to 
provide additional Medicaid benefits for low-income adults with disabilities seeking employment. 
While the intent of the bill is laudable, Section 407 - a provision added at the last minute to 
offset some of the bill's costs - would seriously cunail, if nor eliminate. the ability of schools in 
California to receive reimbursemc,,11 for sd1onl-h:ised he::ilr.h services for low-income children 
with disabilities under the Medicaid rrob'Tam 

Specifically, section 407 would invalidate virlually all existing Medicaid claims processing 
contracts. replace the flexible billing program with a onc-sizc-fiLs-all model. tenninate the billing 
to Medicaid of special education transportation services, a11u impose requirements making it 
impossihlc for schools to proviuc schuul-b~ed rnt::dical service~ for children who are managed 
care enrollees. This is entirely um1cceptablc. Payment for the'.;e needed rlisability services for 
adults should not come at the expense of disabled children by restricting access to cost effective 
school-based services. 

Moreover, the Individuals with Dis;ibilities Fducation Act (IDEA) mandates that public school 
districts provide health-rel::i1·cd services to cliildren with disabilities i11 order to ensure their access 
to equal educ11tional opportunities. These health services can lie quite co'.;tly and Congress has 
provided for partial reimbursement through Mcdica1cl. Schools arc critical links in identifying 
and enrolling Medicaid-eligible children in stntc adn1inistered health insurance programs, like 
Medi-Cal. It simply makes no st:nsc lo li111 it or el i111 in ale thc rule of scliuols in pmv iding 
Medicaid reimbursable health services for their eligible children. The result will be fower service 
options for children and the diversion of r11illions of dollars of education funds to provide medical 
services. 

H.R. 1180 has been referred to conference. Please contact the conferees on the attached list to 
urge them to reject Section 407 of the: House bill. 

Also attached is a fact sheet that describes the impact tlrnt Section :l07 would have on California 
school districts and on luw-inco1m: disabled children within the Sl<lte. For additional information 
please contact Kevin Gordon. J\ssistant Executive Director, or Ahc Hajcla, Senior Legislative 
Advocate, in the Governmental Relations office at (800) 266-3382. 

Sincerely, 

Davis W. Campbell 
Executive Director 

---------- ----· 
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F.1\CT SHEET 

SCHOOL-BASED HEALTH CARE SEHVICl~S FOR 1'001{ AND DISABLED CHILDREN 
IMPACT OF 11.R l 180 ON CA.l.IFORNL\ SCHOOLS 

• Section 407 of HR. 1180, the "Ticket to Work and Worl-; Incentives Improvement Act of 
1999," contains a last-minute provision that would significantly limit school-based health 
services for poor and disabled children under the Medicaid and Medi-Cal programs It 
was attached as an offset \vlthout any hearings 

• Federal law mandates that public school distric1s prcwidc health-rel;:ited services to 
children with disabilities in order to ensure their access to equal educational 
opportunities. These health services can he quite costly The Individuals With 
Disabilities Education Act (l DEA) promised improved access to school-based 
part1c1pation in the Medicaid!iv1edi-Cal prog1 arn from low-income students with 
disabilities 1-1 R 1180 would restrict such school-based f'v1cdicaid si:rvices 

• l I. R l 180 is headed in the exact opposite or 1·cdcral policy Congress requires that states 
perform outreach to identi(y and refer children who are Medicaid eligible for appropriate 
services and provides federal matching p;1ymcnts for outreach services as part of the 
state's Medicaid program. 

• Schools arc critical links in cfTorls to identify a11d enroll children in State administered 
health insurance programs, like Jvlccli-Cal School districts in Calif'ornia and in 34 other 
states pa1ticipatc in the Medicaid prugrnm as part ur 1 l1e s.:.·liool-hdscd health initiative, 
providing covered medical services such as physical, occupational, and speech therapy, 
as well as diagnostic, preventive, and rehabilitative services, through school personnel 
and qualified contractors. Schools also provide an administrative outreach program to 
establish Medicaid eligibility, assist arplicants in completing Medicaid forms, and 
arrange appointments for medical a11u screening services 1-T R I I SO \vould significantly 
limit the ability of schools to provide 1 hes.:'. ser°'·iccs and cause rnassi' c disruptions in 
school finances by: 

o Increasing cost to districts; 
o Increasing the regulatory burden aml irnpo'.;ing urn.:-sizc-fits-ull federal rules~ 
o Invalidating existing contracts~ ;rnd 
o Disrupting on-going administration <1ml chiim prnccssi 11g 

• In California, services to 2. 77 million Medicaid-eligible children, including I 7 million 
children who have not been identified, could be aflected if the provisions of HR l l 80 
were enacted 

• H.R 1180 if enacted could cost school dist11cts iii least $5 million in the first year alone 
because of radical and inflexible ch;1ngcs in the way districts provide for training, claims 
processing, and billing programs These L'h<111gc:; wouic1 L'c cfft;ctivc upon enactment, 
with additional rules to be written 

• While the over-all goals of H R 1180 ::ire worthwhile, the las1-mirn1te attempt to pay for 
needed disability services for adults should not be done at the expense of needy children 
and their access to mandated and essential school-based health care services. As passed 
by the House, the bill pits the lleeus uf disablcu ml1ilts against ~crviccs for disabled 
students This is a totally unacccptJbk si1u:1t1nn The ~-·kJ1caid offset provision in 
Section 407 or H R 1180 must be climinatecJ 
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'-A•.W. f1..1JPIO 

Congress ot t1Jt ttlnittb ~tatrs 
flo'Ulr oC 1\rprnrnratibn 
mub111111on. M :?05 l 5--0!ll o 

October 2G, 1999 

The Hon •• ral:Jle William F. Goodling 
Chairman 
Commit.cee on Educacion and chc Workforce 
218l Rayburn House Office Building 
Washington, D.C. 20515-6100 

Dear Mr~~n'~ 

Clo&oAMAN 

CIQM..,,.. 011 

A"""OPll1AT10"'S 

' Thia ia co share ~ith you the concerns conveyed to m~ by th~ 
Pinell~~ County School Board regarding Sec~ion Q01 of H K. ll80, 
aa approved by the House on Occobor 19th. 

While t.he Soard strongly support.a t.h~ 9oals of H.R. 1180, t:hey 
have serious concerns abou~ chc changes propoe~d by Sect.ion 407 
co offset the coa~s of th15 legialac1on. Florida'~ achoola have 
worked aucceaafully with t.h"" St:.at:e Medicaid ageur;;y and che Kealt:.h 
Care Financing Adminiscracian ro impl~menc an effecc1ve program 
ca deliver services t:.o Med1ca1d eligible 8tudencs. Section 407 
will adversely 'imp.'lrr F'1orid3 's ,1h111 ry rn prov:..de thesre 
services. 

Sp~cifically, the Bnard haa raised cnncerns that:. chis aect1on 
~111 invalidace existing claims processing contracts, replace th@ 
fl~xible billing progr~m ~ith a on~·g1ze-f1t.s ~11 model, 
terminctt.e che billing co Med1cciid of special edur.acion 
c:ranaporta.t:.ion services, and impe>t3e requiremer1t.!1 making it 
~mpos~tble for schools t:.u provide echool-baaed medical ae.r-vic~9 
for childr~n who are m3naged care ~nrolleen. 

As you go to conference with the Senate on chis legislation. lt. 
lB my hope chat you will address ches~ concern~ in any final 
l119ialat.'i.on c:hat: cornea back to t.he Houac. Thank you for your 
~aaiatance in c:h19 regard. With best ~inheu ancl p~raonal 
regards. I a.m 

CWY:gml 

nurs. 

'Al. Dill Young 
Member of Congres:J 
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Tuesday, November 02, 1999 11·25 AM 

11101/99 ~ON 15:34 FAX 202 225 9569 

The Honorable Bill Archer 
Ch.Um1e.n 
Committee on Ways an<l Means 

Larry Snowhite 202-86:2-9814 

October 27, 1999 

1102 Longwonh House Office Uuilding 
Washington, D.C. 205 l S 

Dear Chairman Archer: 

We are vmtin3 to express our concr.:m ahuut section 407 of H.R. 1180. as passed 
by the House on October 19, 1999. 

H.R. 1180 makes much needed improvements to the vocational rehabilitation 
(VR) system to allow participants to choose their YR s~rvicc providers, which we 
support. Additionally, we support section 409 of the bill. which ch;mees the index for 
determining the lender yield on Stlldcnt loans. :\\though this provision is wm:lated to 
H.R. 1180. we were h!ippy to support its inclusior. on the House Ooor .incl the use of the 
savings created by changing the student \o<Jn index to offset the costs associated with the 
changes inclu1.k<l in H.R. l 180 that greatly benefit persons w1tl1 ciisahi\ities. 

However, we do have concerns \vith the inclusion of section 407 in the bill. 
Section 407 could result in seriously curtuiling, if not the tcnnination of, the ability of 
schools to receive 1eimbur5emcnt for scrJiccs m:ccssary for studcr,ts with Ji:-.1hilities to 
receive 11 free, appropriate public education under the Individuals '>.1th Disabilities 
Education Act (IDEA). During the last reauthorization of IDEA in 1997, Congress 
reaffirmed the ability of schools to seek rcimbtm:emcm fur Medicaid eligible 5erviccs 
when these services ore required for a child with ::l riis::lhility to receive 1:1 fn~e. appropriate 
public education. With competing pressu.rcs at !ht: local level, Medicaid reimbursement 
is often 11 critical financial comporn:nl of a school <listrict'.s dfor1s to provide a free, 
appropriate public education to students with disabilities. 

We are concerned that this section, added to H.R 1180 after Committt:e markup 
and prior to Floor consideration, could seriously undcm1i11c the ability or school disu-icts 
to recoup legitimate costs associutcd v.-lth pru·;idi:.g ?In appropnutc cducatioll Presently, 
States "hundle" (group toget11e1 individual costs for mulliplc scr-·iccs) :heir reimbursable 

services costs in order to make n:couping costs manageable. Section 407 of the bill Rep. 
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11101199 ~ON 15:J~ FAX 202 225 9569 

ChainnW1 Archer 
October 27. 1999 
Page 2 

Larry Snowhite 20?-862-9314 

would hamper the ability of States to continue t1us practice by rcquirin~ the 1toniz.ation 
of individual services and other procedures. 

States also bill Medicaid for costs associalt:Ll wit11 transporting a disabled child to 
and from school wht:n such transportation is necess;iry due to the child's disRbility. 
Section 407 woulc\ only permit this reimbursement for children who ride SCGrE:gatc:d, 
specially equipped buses, or buses ....,;t.h :.>pecial sc.affing. This requucmcnl could be 
inconsistent with lDEA's focus on the least restrictive environment, inc\uding possibly 
preventing 11 disabled child from riding the same school bus as nomlisable:d children. 
Section 407 would also require that reimbursements for transportvtion costs b•! 
determined by a m:w proportionate alloc.Jtion procedure that will he extrcmel~1 difficult, if 
not impossible, for school districts to cakuh1te. 

Lastly. section 407 could eliminate reimbursements for the costs of services if a 
child is covered under a Medicaid managed care providc.:r. DI.is provision ignores the 
language added to IDEA in 1997 that srrc:ngthcns rhc coordination between public 
educational and non-educational ~eencit:s to ensure the provision of a free, appropriate 
public eduC8tion and the ability of schools to access reimbursement for l\·lcdicaid eligible 
services. 

While we support the inclusion of the changes to the index for determining the 
lender yield on student loans and the use of those suvings in this bill, we would request 
that you reconsider using the Medicaid reimbursement provisions in s~ction ~l07 as 
offsets in H.R 1180. The provisions of section ·107 addre~s l<::gitim:-1te concr.:-ns, but we 
have difficulty v.rith rushing to include this language in H R 1180 mostly as a 111eans to 
offset other costs in the bill without thoughtful consideration of the impact of the 
provision. Should you have any questions regarding this correspondence, plt:asc have 
your office contact Krisann Pearce, of the Committt:e staff, at 5-655R. Tl1anJ.: you for 
your attention to this maner. 

WlLUAM F. GOODLING 
Chairman 
Committee on Education and 

the Workforce 

Sincerely, 

MICHAEL t·i. C1\STLE-: 
Chairman 
Subcomminec on Early Childhood, 

Youth and families 

p.06 
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Chairman Archer 
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Page 3 

HOWARD P. "BUCK" McK.EON 
Ch.airman 
Subcommittee Postsecondary Education, 

Training and Life-Long Leam.iug 

cc: The Honorable Tom Blilcy 
The Honorable John Dingell 
The Honorable Cluules Rsmgel 
The Honorable Michat:I Rilirakis 
The Honorable Sherrod Brown 
The: Honorable E. Clay Shaw 
The Honorable Robert Mat_c;ui 

Senator Trent Lot1 
St:11ct1vr William Roth 
Senator Dunid Patrick M::>ynihan 
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~------~o ...... M ... B-Diaabillty and Health Estimates 

H.R. 1180: Ticket to Work and Work Incentives Improvement Act 
House Passed Bill 

(In mllllons; revenues/savings(-); costs(+)) 

Fiscal Year 

Oirect-.SRending 

TITLE I: Ticket to Work and Self-Sufficiency & Related Provisions 

T 1cket to Work 
- Medicare o 
-DI -2 
-SSI ·5 .5 

Bar on Work CDRs for Certain DI Beneficianes with Earnings 

-DI 

~p_e~ti;td Reinstatement of DI Benefits Within 60 M_O!l~t!s_o_f_Jermi.QaJ1_on 
- Medicaid o ·1 ·2 -2 
- DI .1 ·3 -6 -8 
-SSI o ·1 ·2 ·2 
Subtotal Title II -1 ·5 ·15 -14 

TITLE II: Expanded Availability of Health Services 

Medicaid 
- Medicaid State Options 

- Infrastructure Grants 11 16 
- Disability Definition Demonstration 11 11 

Subtotal. Medicaid 12 26 38 

Medicare 

-- Medicare 10 20 50 
- DI 5 10 10 

Subtotal Title II 27 56 98 

TITLE Ill: Demonstration Projects and Studies 
- Medicare 

- DI: Extension of demonstration pro1ect authority 

- DI: $1 for $2 Benefit Offset Demonstration (CBO Est.) 13 
Subtotal Title Ill 12 18 

TITLE IV: Mlscellanaous and Technlcal Amendments 

Prisoners 

-DI .3 -17 ·21 -22 
-SSI ·2 ·6 .7 -8 

Clergy__Qpen Season 

- Medicare -REVENUES ·2 ·2 ·2 ·2 
- OASI -REVENUES ·3 -6 -8 -8 
- DI - REVENUES 0 ·1 ·1 -1 
- Ad1ustment for Individual Income Tax Effect 0 
~~torney~_~§ 

··DI ·19 ·26 ·26 ·26 
~pa_ns_!gn_qLCe.rtain Ant1-Frau9 Provisions in Medica_!d 

- Medicare .3 .5 .5 

1.-- RestricJ!Q!LQ.'1 Medicaid Payments for S_t;.hQQl-Bas_~!tServ1~s 
Medicaid --~ -11 ·16 -18 

5 
C__h_a_[IQ§ Lend__gr__'tleJds 
- Studenl Loan Programs o 
Subtoral Title IV ·32 -71 ·85 -89 

TOTAL -Titles I, II, Ill, & IV 

-- Medicaid -1 18 
- Medicare 0 7 15 45 
- OI ·20 ·36 ·31 ·25 
·• SSI ·2 .7 ·14 -15 
- Medicare Revenues ·2 ·2 -2 ·2 
- DI Revenues 0 -1 ·1 -1 
- OASI Revenues .3 ·5 .7 .7 

- Student loan Programs 0 0 o 0 
Total -28 -44 ·32 13 

ON- & OFF-BUDGET SUMMARY 

Subtotal - On-Budget Spending .3 9 48 
Sublotal - On-Budget Revenues ·2 ·2 ·2 ·2 

On-Budget Total .5 ·2 46 

Subtotal - Off-Budget Spending -20 -36 ·31 ·25 
Subtotal - Off-Budgel Revenues ·3 -6 ·8 ·8 

Off-Budget Total .23 -42 ·39 .33 

ON· & OFF-BUDGET TOTAL -28 -44 -32 13 

,l 

o 
·3 
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15 

.3 

-10 
.3 
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21 

~ 
50 

80 
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·2 
.9 

·1 

·26 

.5 

-22 

·100 

25 
77 

·17 

·18 
·2 
·1 
-8 

56 

84 
·2 

82 

-17 
.9 

-26 

56 

Total 

~00-20~ 

o 
·5 

-15 

20 

·9 
·28 
-8 

-45 

18 

54 

2§ 
128 

160 

35 

323 

23 

38 
63 

-89 
.33 

-10 
.34 

-4 

4 

·123 

-18 

-70 

.377 

49 
144 

·129 
-56 
-10 

-4 

·30 
0 

-36 

137 
-10 
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-129 
·34 

·163 

·36 
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David Rowe 

10/27/99 09:23:31 PM 

Record Type: Record 

To: Andy Rotherham/OPD/EOP@EOP 

cc: 
Subject: WllA SAP 

Andy -- here you go. The balded language below is the "compromise" Jennings/Jeane Lambrew/ED/HHS 
came up with. 

Oh, in case you don't have it, below is the website where you can get all the Administration's SAP's at: 

http://www.whitehouse.gov/OMB/legislative/sap/ 

October 19, 1999 
(House) 

H.R. 1180 -Work Incentives Improvement Act 
(Rep. Lazio (R} NY and 247 cosponsors) 

The Administration has a deep and long-standing commitment to empowering and promoting the independence 
of people with disabilities, including removal of barriers for them to work. While the Administration supports 
H.R. 1180, there are policy and funding concerns that must be addressed. The President endorsed similar 
legislation last year, funded the proposal in his FY 2000 Budget, and urged the Congress to pass it in his State of 
the Union address. In addition, on several occasions, he has renewed his challenge to the Congress to pass 
legislation so that people with disabilities can work without fear of losing the health care they need. 

The Administration, however, does remain seriously concerned that H.R. 1180 fails to provide certain key 
supports for individuals with disabilities who are returning to work that were included in the President's FY 2000 
Budget as well as in the Senate-passed and House Commerce Committee versions of the bill. In particular: 

H.R. 1180 does not include the provision in the House Commerce Committee- and Senate-passed bills 
that lifts the income and resource restrictions on the Medicaid buy-in option. This provision gives States 
more flexibility in designing their programs and allows people with disabilities to take middle-class jobs 
without losing the option to buy into Medicaid. 

H. R. 1180 has inadequate funds for a demonstration program to provide Medicaid coverage to workers 
with medical conditions that could cause them to require cash assistance in the future. Fully funding this 
program with mandatory appropriations is critical to assure implementation and to obtain State support for 
efforts to encourage individuals with disabilities to return to work. The President's FY 2000 Budget 
included Medicare and Medicaid offsets for this purpose, and we will continue to work aggressively with 
the Congress to identify appropriate offsets. 

H.R. 1180 gives no guarantee that Medicare coverage will always be available to people with disabilities 



.r 

who work. The Administration urges that this guarantee be restored. 

In addition, the Administration opposes the provision (Section 409) in H.R. 1180 that would modify the formula 
for calculating lender and secondary market interest payments on Department of Education guaranteed student 
loans. This change would undermine the HEA agreement on lender yields made just last year. The proposal 
would significantly increase lender and secondary market profits by transferring economic risk -- and potential 
cost -- to the Federal government while providing no additional benefits to students. 

Americans with disabilities can and do bring tremendous talent and energy to the American workforce. 
We must not put people with disabilities in the untenable position of choosing between health care 
coverage and work. The Administration looks forward to working with the Congress to enact landmark 
bipartisan legislation that takes a significant step towards improving work opportunities for people with 
disabilities by increasing their access to health care and employment services, while assuring that the 
bill's financing is adequate and based on sound policy. 

Pay-As-You-Go Scoring 

H.R. 1180 would affect direct spending and receipts; therefore, it is subject to the pay-as-you-go (PAYGO) 
requirement of the Omnibus Budget Reconciliation Act of 1990. The Office of Management and Budget's 
preliminary scoring estimate for the bill is under development. 
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EDICAID CES LIMIT 80 
To: Dave Roe 
From: Jeff Simeric 
Re: H.R 1180 · itacioo.s on School-based Medicaid (quick modification of a 

prior memo 

Stat\Jf: H.R. 1180 n<l S. 331 provi<l~ ~nended federal hc:afrh and other benefits ro 
d~lcd adulcs who ccomc employed. However, rhe Hou.~e bill (l-I.R. l 180) pays 
for rhcsc new l.ienefi co <fu.abled adults by n:suicting payments for school-based 
Medic.aid services d wich a number of other revenue offsclS. It is ironic that 
ad.d.icional ben.efiQi r disabled working adulr! {generally a good policy) arc financed 
in pan wim cuts rn chool-based Mewcaid services ($70 million o"er five years). 

Th~ school-based edicaid offscrs popped up lasr week in a similar Ways and 
Meam Commirt:ee ill and were artached co H.R.. 11 SO, which passed the: House by 
a 400-votc margin. Despite Council efforts, chis l lob hour maneuver ensun:<l rhat 
virrually no mernbef of Congress focused on rhe facl th.at services for disabled school 
~hildren were bcingJ cue to pay for sc:rvices for disabled adults. 

The resnicrive Ian 1age i.n H.R. 1180 for school-based Medic.ai<l scrvi~s is so broad 
and ambiguous tha many, if nor most of currently reimbursed health-re.larcd services 
for IDEA c.hildren ay bear risk of elimination. There are some legitimate 
argumt:nts chat rr sporurion billing of Medicaid rnay bt: overused in some pl:u.:e.s, 
and char consultan fres of over 20% of billings may be a bit e~ive. Howevt:r, lhe 
seven pages of Me "caid limicu:ion language of chc bill rc:prcsenc significant overkill: 
• Places new rest ictions on che practia:! of .billing for ·bundledu services in schools 

(bUL not in any other hcalrh sub?>"}'Stem like early in~ivc11rion, residential secviccs, 
etc.) requiring cru.arial basis and ttconc:iliation, or other comparati"e basis; . 

• Places new res ictions on rran.sportation services includi11g co: those under age 
21, IEP nor::ui ns of medical need f9r uansporta.rion, using specially equipped or 
suffed vehicles cost al!ocarion amibutable ro medic.al need for lransporta!ion 
and allocate<l b rhc proponion of coses equal ro rhe portion of the school day 
!ipenr in accivic es rekrcd to Medic.aid. covered services; 

• Pl.aces require ems for compecirive bidding of c.omracts in connection with 
collection and ubmission of Medicaid claims, and prohibits contingenr fee 
conrracc.s; 

• Requirc.s coor ioation of services co pre"ent: duplicative billing by maMgcd care. 
providers and chools, and prohibits paym~nts to schools if managed care 
providers are r iving c.apit:.a.ted or similar payments for sii.ch. services in rheir 
contract with t: State; 

• Requires srar to pass-chru Medicaid reimbursemeotS based on the percentage 
paid by the s c or local education agency; 

Slav S6£ c0c 
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• Mand.arcs t:hac 
Medicaid scivi 

Problem Areas: 

CF A establish a uniform methodology for school-based 
within 90 days 

1. Limitations on undl.ing (though use by only a handful of G (car Cicy Schools) 
prccluck a cosrt=fective mc:thod for non-Medicajd participating school districts 
to begin parrici acion in the Medicaid. These limil.j are applied ro school-based 
bundling butt no orher bundling of services. 

2. IDEA requires . rarupom.rion in rhc least restrictive cnvironmenr for cfuabkd 
school children through age 21 not under age 21. It dots not: require special 
bll5es or spec· soffing, as does H.R. 1180, bur docs require a transportation 
need rd.~.red to e ~biliry which may be to a specialized service, to a 
.~pecialiud sch al (nor the neighborhood school rhe child would otherwise 
attend} or rcqu re: some special adapcuion, scheduling or routing. No one knows 
how co allocate costs bcrwetn what are a health-related service and whar is not, 
panicularly foe severe a11d multiple disabilirics which are generally physiological 
or psychologi · l in original. 

3. If a child is coired under a managed care provider concract, rhc H.R. 1180 
l.a.ngu.agc appe s preclude school-based services rc::imbursemcnu from rhe So.re (a 
nighrman: wai ,ing ro happen!). Physioo therapy, occupation.al therapy, mirsing 
scrvice6 etc. ar~ generally pan of a m~ed care contract and c:hc prepaid race. 
The Language i H.R. 1180 appears ro absolutely preclude school-based 
p:i.ymcncs fro che State Medicaid office (which is the cum~nt modc:l) for these 
cssemial and andared school-based services under IDEA. This provision could 
vinu:tlly elirni tt! !ichool-b.a.sed Medic.aid servia:s in some scau:.s, and scill lca.ve 
the ~chool di.n icts with the fcckral IDEA mandate and che founcial c:csr of these 
service; for rh· Mi:dicaid eligible population. 

4. The SEA may !aim rhar iLS Srar.e categoric.al specia..I cduc.a.cion funds allow 
include healrh rdaced scrviecs as an allowable activity, therefore rhe Stare may 
claim the cnri Medicaid reirnbur.r..cm~m. and pass none: through ro the local 
school districc. 

5. HCFA has n er been JChool-fricnd.ly. Its May 21" l~ltcr on school-based 
services was n t only restrictive but misunderstood IDEA and school-ba.s1td 
h~aJch scrvi~.~ Any uniform methodology mandated by HCFA even wich 
consultation ith SF.As and LEk will likely be ~remdy restrictive. Developing 
this uniform erhodalogy wirhin 90 day.swill lilcfly produce multiple errors and 
further limir school-basc:d service reimbursements. 

8WO HJNl:J~8 03 0s:0c 6661-lc-lJD 
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I (c) EFFECTIVE DATE.-The amendments made by 

2 this section shall apply in the case of any attorney with 

3 respect to \\'horn a fee for services is i~quired to be cer-

4 tified for payment from a claimant· s pasl.-due benefits 

5 pursuant to subsection (a)( 4)(A) or (o)( 4)(A) of section 

6 206 cf the Social Security Ace after-

7 (1) December31. 1999.or 

8 (2) the last day of the firs: mon:h b:::ginning 

9 after the 1T1onth m which this Ac :s en2CL.ed. 

10 SEC. 407. PREVENTION OF FRAUD AND ABUSE ASSOCIATED 

11 WITH CERTAIN PAYMENTS UNDER THE MED-

12 ICAID PROGRAM. 

13 (a) REQUIREMENTS FO~ P . .:..";'!-AE:\TS.-Senion 

14 1903(i) of ~h-: Soc~al Sect.::i1v AG(~~ U.S.C. 1396b(i)) 

15 (as amended by senion 20 I (a) (3) .'3)) is 2rnended 

16 fun:her-

17 ( 1) in p2ragraph (20), by s::r:::ing :he period at 

18 -r:he end and inserting ··: or .. : and 

19 (2) by inserting !;-nmedia-r:e> aft:::r pa.:-agraph 

20 (20) rhe following: 

21 · · (21) wi(h respec: to any a;..:1...:nt expended for 

an ilem or service or:ivided l.!nd=:- :he ::ilan. or for 

23 c:ny administrative ex;::iense incur:-::-: rn carry out the 

24 plan. \.vhich is provided or incurre:i by. or on behalf 

October 18. 1999 (10:05 PM) 

i::\V6\ 101899\ 101899.0GB 
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Paul C. Va~a• 
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The Honorable J. Donnia l-wr.crt - Speaker of the House 
United Srates Congress 
2263 ~um House Oft1c.e Building 
Washington. D.C. 205U 

Dear Mr. Speaker: 

202 456 5581:# 21 5 

~·· . 

Late last week. the House approved H.R. 1180 to provide work incentives to low-income disabled lldults and to 
offset benefit C4.lS1S by reducing Medicaid revenue to schools for health services to low-income children with 
disabilities. This offset was accomplished hastily and at the: last minute, without hearings or a mark-up in the 
Conunerce Committee. 

V cious Federal laws mandate that public schools provide health-related services to srudents with di,abllities in 
orda for them to receive an equal educational opportunity. Nationally, the oost of cducatin& child1cn wtth 
disabilities is 250% Qt'e&.ter than for their nondisabled peers. Yet, the F edcral aovcmment providei only 8% of the 
special education funding necessary t.o meet their nccch,, far short of the 40% promised when the lndMduals with 
Disabilities Act (IDEA) was mt enacted. Imtead of ftndina ways to decrease Federal financial support to schools 
for ohlldren with disabilitiH, tho government 10hould be identifying necessary additional resources that will 
ultimately benefit all child~n. 

During the last decade, school districts have been authorized to receive Medicaid reimbursotneint for eligible 
services. School dlstr~ts have been slow to realae this revenue source, however. due to the unfamiliar billing 
complexities involved. As more distrii:ts, like the Chicago Public School~. have gained the neces.sary knowledge 
and exportile, reimbursement hu lncreascd accordingly. 

'IN."tead of anticipating m increase in school-based Medicaid revenue based on a realistic undert>tandlng of the 
scope and nature of school health services, the inQI'ease has been met with suspicion and e.lann. The Hou1e aotion 
fs 'onsistent with HCFA'i reluctance to work directly with wchool district representatlve! to gain a meaninaful 
comprehension of school-based health services. Only after my afJJ.ff and I met wi'th HCFA rcprtisonld'i'\'es liu:t 
summer did the agency finally agroe to include our reprea.entatives in irs dl~cussion& on "bundling,'' i.e., grouped 
itemi1Atio11. Our representativ~a eontinue to be oxcludcd fiom broader di"ussions involving & manual HCFA is 
deveJopfna to add.re~ the process of administrative outreach. 

We live in a time of ci;calating education c:.osts, relatively smaJl financial assistance from the Federal government,, 
and expanding role~ of school districts in th.c: Cblldrcn'i; Health Jnsurance Program (CHIP) cnrollmoo.t effort. 
Medicaid is a critical rov1nue sourc.e for schools. We urge the Confc(ence Committee to resist the Houae's 
Solomon-like offering of ~uced schooJ-baS1Gld Mt!!d icaid health seNiCe!> to offset increased disabled adult benefics. 

,.. ... (". nF lHE CHl(f EXECIJ'l'llJE OFflC:fR. • '~ SOUTr1 C~l\ltl: STl!.e£T. 511-t f\. .• Cl-ll~CO, ILLINOI~ f,?t;O} • TutrttONE' 77l/S53-\tOti • FAX: 713/55l-1501 



SENT BY:NEAR NORTH INS!DC 
CPS CHIEF OF STRrr :I0-27-99 :12:25PM 

t-ax: r r ::>:::o"' iu::i1 

IMMEDIATE ACTION NEEDED NOW! 
Eliminate the Rider (Sec. 407) on HR 1180 

• H.R. 1180 provides work incentives to disabkd odults by reducing Medicaid 
payments to schools. This offset was accomplished hastily and at the last minute. 
with.out hearings or a mark-up in the Commerce Committee. It is now in 
Committee for reconciliation. 

• Various Federal laws require school districts to provide health-related services to 
students with disabilities, regardless of whether they attend publicly or privately 
funded schools. Nationally, the cost of educating chiJdren with disabilities is 
250% greater than. for their nonciisabled peen. Yet, the Federal go\.·ernment 
provides only 8% of the special education funding necessary to meet their 
needsp far ahon of the 40% promised when the Individuals with Disabilities 
Act (IDEA) wa1 fi1-st enacted. 

• Instead offindins ways to d~crease Federal financial support to schools for 
children with disabilities, the government should be identifying neccs$ary 
additional resources that will ultimately benefit all c.hildrnn. 

• We live in a time of escalating education costs, relatively small financial 
assistance from the Federal government, and expanding roles cf school districts in 
the Childrens Health Insurance Program (CHIP) enrollment effort. Medicaid is a 
critical revenue source for sc;hools. 

• .IfH.R. 1180 and S33 l pus Conference Committee with Section 407 in place, 
school districts nationwide will lose millions of dollars in funding to support 
disabled children. 

WE NEED YOUR SUPPORT 
Please use your resources to convince the Conft.rence Committee that it must resist the 
House's Solomon-like offering that would reduce school-ba~ed. Medicaid health services 
to increase disabled adult benefits. lf you would hke additional information, please call 
Sue Ga.nun. Chief Sp~iwiz;eli Scrvicca Officer of the:- Chic;:i.so Publio Schools, at 

773.553.1800. 

The allached lerter provides detailed in.formation regarding rhe deva.5taling impact HR. 
1180 would have on health sen.•ices for children wlih disabilitzes. 

Thank you for your suppon. 
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I trict. unless payment for the item. service, or admin-

.(. isL1 .:.ili'.··e expense is made in 2i\..~cordance with a meth-

3 odology approved in advance by the Secretary under 

4 which-

5 " (A) in the case of payment for-

6 · · (i) a group of individual items. serv-

7 

8 
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ices. and adminisi:rati\1e expenses, the 

mE:Lhodo!ogy-

··(I) pro\·ides fJr an itemization 

L:o the S-::cre"CZ;ry thar. ass·..:i-es accm.:.n;:-

cbility cf ti::- cos:: of the grouped 

i::ems. s-:::-vices, and admi:1istrative ex-

:J~nses 13;-id i;x)udes p.:::vment ral:es - . 

and the :nei:hJdologies u::derlying rhe 

es1:ablish:nem:. cf such rat2s; 

··(II) has an actuarially sound 

'.Jasis fc~ det=nnining the paymem 

rai:es a.n::! L.he rnei:hodologies: and 

' ' (I_T. T.L' ) ' r reconci.!.es paymenL.S ror 

:.he groc.?ed i"Cerns. services, and ad-

ministr2:ive exuenses Wii:h items and 

services :irovicied and administrative 

expenses incurred under :.his title: or 

.. (ii) an individual i~em. service, or ad-

minisffar.ive expense. the amount of pay· 
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ment for the item. serv1ce. or administra-

tive expense does not exceed the amount 

that would be paid for Lhe item. service. or 

administrative expense if the !tern. service. 

or administrative expense were incurred by 

an entity other than a State or local edu­

cational agency or school dis:rict. unless 

the State can demonstrate to -:he satisfac-

L:ion of the Secretary a higher am~:)l.mt for 

such item. service. or ad:T:!:!iSLra~ive ex-

pense: and 

.. (B) in the case of a ua..:1spot::3L.iun service 

for an individual under age 21 \\·ho is eligible 

for medical assis"Lance under :his ::'.::le (·,•,:he"Lher 

or not the child has an indivi::11-!2!i::ed ed'...lcation 

program esTablished pursuan: rn p2rt B of the 

Individuals with Disabilities Educ2:ion Act)-

.. (i) a medical need for I:ans'Qortation 

is noTed in such an individ--.:alized edu-

cation program (if any) for :h~ individual. 

including such an individual residing in a 

geographic area within \1..1hich sch:ml bus 

transportation is otherwise nm: provided: 

··(ii) in the case of a child with special 

111edical needs. the vehicle used to furnish 
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such transporta:ion service is specially 

equipped or staffed to accommodate indi-

viduals with special medical needs: and 

.. (iii) paymern: for such service only­

.' (I) is made with respect to costs 

directly attributable to the costs asso-

ciated ·Nith ::ransporting such individ-

uals whose medical needs require 

transpo~ in SL!Ch a vehicle: and 

'·(II) reflects the proponion of 

I.ranspcr!:ation cosLS. equal to the pro-

?Onion of rhe school day spem: by 

such ir1dividLals in aCLiVities relating 

~o th8 receivt of covered services 

under this ti:le or such Other propor-

~ion bas=d on an allocation method 

i::hat th!? Secretary finds reasonable in 

light of the benefii: to the program 

t..:.nder :..:1'1is title and consistent with 

::he cos: principles contained in OMB 

Circular A-87: or 

· · (22) wir.h res pee: to any amount expended for 

an item or service under the plan or for any admin­

istraL.ive expense to carry out the plan provided by 

or on behalf of a Sta:e or local agency (including-J'-"--~:f·~.:~, .. -;: . .:...tt.:~:'·~ 
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State or local educational agency or school district) 

that enters into a contract or other arrangement 

with a person or entity for. or in connection with, 

the collection or submission of claims for such ex-

penditures. unless. nm::wi ths ~and t1g section 

1902 (a) (32). the agency-

··(A) uses a competitive biddt1g process or 

othen:vise to contract wii:h such person or entity 

at a reasonable rate cornmensur2:e with the 

services performed by i:he pE::rs:in o: entity; and 

· · (B) requires that any f2es (:::eluding any 

administrative fees) to ]e paid to :he person or 

entity for the collection or submission of such 

claims are identified as a nor.-con:i:!gent. speci­

fied doliar amount in 1:he con:ract. ": and 

(3) in Ihe third sentence. by s:::rikir;g · · ( 1 7). and 

(18)" and inserting "(17). (18). (19). ar;::i (21) ". 

(b) PROVISION OF ITEMS AND SERVICES THROUGH 

MEDICAID MANAGED CARE 0RG.ANIZATIONS.-

( l) CONTRACTUAL REQUIREME>ff .-Section 

l 903(rn) (2) (A) of the Social Securi:y Ac: (42 U.S.C. 

l 396b (m) (2) (A)) is amended by redesigr:ating clause 

(xi) (as added by section 4701 (c) (3) of ~he Balanced 

Budget Act of 1997) as clause (xiii). by striking 

October 18. 1999 (10:05 PM) 
..... , .. _ ......... ,...~ ......... _ ....... -... 
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"and" at the end of clause (xi). and by inserting 

after clause (xi) the following: 

··(xii) such contract provides that with respect 

to payment for, and coverage of. such services. the 

contract requires coordination beLween the State or 

local educational agency or school district and the 

medicaid managed care organiza~ion to prevent du­

nlication of services and duplication of payments 

under this tir.l= for such services.·· 

(2) PROHlBITION ON 0-uPLIC.~TIVE PAY-

MENTS.-

(A) I!~ GENER.l\L.-Sec::ion 1903 (i) of the 

Social Security P...cL. (42 U.S.C 1396b(i)). as 

amended by subs~ction (a), is amended-

(i) in p2ragraph (22). by Siriking the 

period and inserring '·: or·': and 

(ii) by adding ar. Lhe end the fol-

10\·Vino· o· 

.. (23) wii:h ~espect to any amount ex-

pended under the ?Ian for c.:: item. service, or 

adminisi:rai:ive expense for which payment is. or 

may be made dire::ly to a person or em:icy (in· 

eluding a State o;:- local educational agency or 

~ 
24 school district) under the Sta~e plan if payment 

~ 

~:,,-..~zj\·,~·:<.· .. •,:,;;:c;·r: for such i~ern-: ·service. or administrative expense 
;;;;;;;;;;;;;;; 
~ 
~ = 

October, B, , 999 (1 O;OS PM) 
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was included in the determinatio:: of a prepaid 

capitation or other risk-based ra:= of payment 

to an entity under a com:ract pu:·suant to sec-

tion 1903 (m). ''. 

(B) CONFORMING l-.1"1ENDMENT.-The 

6 third sentence of section 1903 (i) of such Act 

7 (42 U.S.C. 1396b(i)). as amended :y subsection 

8 (a) (3). is amended by stri:<.ing .. c::!d (21)" and 

9 inserting "(21). and (23)' ·. 

10 (c) ALLO\V.A.BLE SHP.RE OF FFP VhTJ-: RESPECT TO 

11 PAYMENT FOR SERVICES FURNlSHED IN S:HOOL SET-

12 TING.-Section 1903(w)(6) of the S'Jcioi Sec·...::-ity Act (42 

13 U.S.C. l 396b(w) (6)) is amended-

14 

15 

16 

17 

18 

19 

20 

21 
.,.., 
, ... _ _, 

24 

,-_:> 

(!) in subparagraph (A). oy inser::i!lg "subject 

to subparagraph (C) ." after "subsecrio~.··: and 

(2) by adding at i::he end ::he follm·:'.::g: 

· · (C) In the case of any Federal f!nanc:2l panicipa-

t.ion amount determined under subst::ction (a) \•;ith respect 

rn any expenditure for an it.em or st:rvi:e un:.::r the plan. 

or for any adminisrrarive expense rn carry O'..il: the plan. 

-char is furnished by a Sta:e or local educa::iJnal agency 

or school district. the Srate shall provide thar :here is paid 

to the agency or district a percent of such c:.mount that 

is not less than the percem:age of such expen'.::li"cure or ex­

pense that is pajd by such agency or disirict. · ·. 

October 18. 1999 (10:05 PM) 
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1 (d) UNIFORM METHODOLOGY FOR SCHOOL-BASED 

2 ADMINISTRATIVE CLAIMS.-Not lat:er than 90 days after 

3 the date of enactment of this Act. the Adrninjstrator of 

4 the Health Care Financing Administration. in consulta-

5 tion with State medicaid and Seate educational agencies 

6 and local school systems. shall develop and implement a 

7 uniform methodology for claims for p2yment of adminis-

8 trative expenses furnished under title XIX of the Social 

9 Security Act by State or local educc.:ional agencies or 

I 0 school districts. Such me-chodology shall be based on 

11 standards related rn time s-:.:1...!dies and p:qula[ion es-c.imates 

12 and a national s:andard for determinin5 payrnem: for such 

13 administrative exm:nses. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(e) EFFECTIVE Dt\TE.-

(1) IN GENERAL-The amendments made by 

this senion (01her "Lhan by su~section (b)) shall 

apply to items and services provided on and after 

the date of enactment of this Acr... without regard to 

whether implementing regulacions are in effec. 

(2) M.A.NAGED CARE A!,1END1v1ENTS.-The 

amendments made by subsection (b) shall a?ply to 

contracts en:ered into or renewed on or after the 

date of the enactment of this Act. 

(3) REGULATIONS.-The Secretary of Health 

and Human Services shall promulgate such final 

October 18. 1999 (10:05 PM) 
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regulations as are necessary to carry our. the amend· 

ments made by this section not later than 1 year 

after the date of the enactment of this Act. 

SEC. 408. EXTENSION OF AUTHORITY OF STATE MEDICAID 

FRAUD CONTROL UNITS. 

(a) EXTENSION OF .b_:JTHORITY To INVESTIGATE 

AND PROSECUTE FRAUD E·J OTHER FEDERl\L HEAL TH 

CARE PROGRAMS.-Section 1903 (q) (3) of the Social Seet..!­

rity Act (42 U.S.C. 1396b(~; (3)) is amended-

( 1) by inserting ··(A)·· afcer ··in connection 

with'': and 

(2) by si::riking "::-::e_ ·· and inserting "title: and 

(B) upon the approvEi~ of :he Inspector General of 

the relevant Federal ag::-ncy. any aspect of the provi­

sion of health care s=::-,;ic~s and actiVi"Lies of pro-

viders of such servic:::~ under any Federal health 

care program (as defin~d in section 11288 (f) (1)). if 

the suspected fraud or \'iolation of law in such case 

or investigatlOil is prirr.a!"ily related to the State plan 

under lhis title.··. 

(b) RECOUPMENT OF F~..:NDS.-Senion 1903 (q) (5) of 

such Act (42 U.S.C. 1396b(~) (5)) is amended-

(1) by inserting ··:ir under any Federal health 

care program (as so defined)·· after ··plan··: and 

October is. 1999 (10:05 PM) 
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October 18, 1999 

Dear Congressman: 

7035282146 T-463 P.02/02 Job-587 

American Association of School Administraton 

We are extremely concerned that the Rules Committee may-today-act precipitously over a 
piece of legislation, H.R. 3070 (specifically Section 408), which would have a severe and 
profoundly negative impact on local school districts serving poor and disabled children. 

This bill, scheduled for Rules action today, would, despite its title, limit a school district's 
recovery of Medicaid-related services, for poor/disabled children, wider the asswnption that 
there is widespread "Fraud and Abuse" in this recovery process. We finnly believe this is an 
erroneous assumption and urge a more comprehensive, open, public discussion before any 
action is taken on Sec. 408 of H.R. 3070. 

We, as the professional association of 14,000 local school superintendents and school 
executives, were never consulted about this sect] on of H.R. 3070, and we further understand 
that no group representing local educators had been consulted or asked to participate in any 
hearing on this matter. In fact, to our knowledge, the bill was not the subject of hearings, but 
was introduced and immediately marked-up and reported to the full House last week. 

We ask that Section 408 be removed and referred back for more thorough consideration, 
because it would have direct and extremely negative impact on the manner and recovery of 
costs in a number of areas. Of particular concern is how HMO's, it appears, would be 
allowed to stop assisting disabled students. Because the Supreme Court has acted in this area, 
we are keenly aware that new medical costs are already being shifted to schools. Other issues 
of concern deal with transportation, bundling of claims, and excessive amoWlts to state-level 
agencies. 

Thank you for your consideration of our views on this highly controversial proposal. 

Sincerely, 

Bruce Hunter 
Director of Public Affairs 

1801 North Moore Street "'Arlington, Virginia 22209-1813 • 703.528.0700 •Fax 703.841.1543• http://www.aasa.org 
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Record Type: Record 

To: Jeanne Lambrew/OPD/EOP@EOP, shammersten@hcfa.gov@inet, bwashington2@hcfa.gov@inet 

cc: David Rowe/OMB/EOP@EOP, Jeffrey A. Farkas/OMB/EOP@EOP, Lillian S. Spuria/OMB/EOP@EOP, 
Mark E. Miller/OMB/EOP@EOP 

Subject: Joint HCFA and Ed Comments 

Dept of Education and HCFA comments on Medicaid School-Based Health Services Offset 
Included in HR 1180. 

Effective date for bundling methodology requirements. According to Section 407(e)(1 ), the 
requirements of section 407(a)(2)(A) which addresses requirements for bundling methodologies would go 
into effect immediately upon enactment of the law. We are concerned that these changes, without an 
appropriate transition period, will cause significant disruption in billing mechanisms for schools in the 
middle of a school and budget year. We particularly are concerned that States which currently have 
approved bundling methodologies will not be able to immediately come into compliance with the new 
requirements. Unless States are provided adequate time to make any needed changes in their plans and 
methodologies, these changes could substantially limit their ability to obtain reimbursement for services. 
We would recommend allowing for a transition period of at least six months, starting from the date of 
enactment, to come into compliance with the new requirements specified in section 407(a)(2)(A). 

Transportation. We would recommend modifying section 407(a)(2)(B) to make it clear that Medicaid 
reimbursement for transportation services from the school to a community provider of a reimbursable 
service is allowable even in cases where the student does not need a specially equipped or staffed 
vehicle. Under current HCFA policy, Medicaid will reimburse for transportation services from a school to a 
community provider in a non-specialized vehicle and in cases where no specialized staff are required 
onboard the bus during the transportation to the service. These services are particularly important for 
children with disabilities who are entitled to receive related services during the school day. 

Consultation on methodology for administrative claims. Section 407(d) does not include the 
Department of Education among the list of entities HCFA is required to consult with in developing a 
uniform methodology for administrative claims, even though it does include State educational 
agencies and local school systems. We would recommend including the Department of Education among 



these entities. 

Other HCFA comments 
It appears that section 407(a)(2)(A) would apply bundling methodology requirements to administrative 
claims or it presupposes that administrative claims are part of the bundle, which is not the case. Medicaid 
reimbursement for administrative claims is not based on a bundling methodology, instead, it is based on a 
cost allocation plan. Because bundling methods are not used in the case of administrative claims, we 
would recommend removing references to administrative expenses in this section. 

Please clarify the intent of paragraph 407(a)(2)(A)(lll) which addresses reconciliation of payments for 
bundled services. 

In section 407(d), we would recommend substituting the word "guidelines" in place of "methodology." 



MEDICAID REIMBURSEMENT FOR SCHOOL BASED HEALTH SERVICES 

SUMMARY 

GAO released a study in June 1999 that detailed the exponential increase in Medicaid claims for 
school based services over the past 4 years (from $82 million to $469 million in the 10 states 
surveyed) and testified before the Senate Finance Committee that the financing mechanisms 
currently being used by states were similar in practice to the recycling schemes used in the late 
1980s that substituted provider taxes and donations for state Medicaid match. To address this 
problem, HCF A released new guidance clarifying and refining its policy on reimbursement for 
school based services and pledging to release additional guidance in the Fall. This guidance was 
well received by members of Congress, but has caused considerable unrest in the states. 

SERVICES PROVIDED AT SCHOOL BASED CLINICS 

Medical services provided by school based clinics include: routine and preventive medical 
exams, diagnosis and treatment of acute conditions such as eye, ear, or upper respiratory 
infections, monitoring and treatment of chronic conditions, such as epilepsy and diabetes, and 
services provided to children with special health care needs as required under the Individuals 
with Disabilities Act. 

MEDICAID REIMBURSEMENT FOR SCHOOL BASED CLINICS 

In order to be covered by Medicaid, the services provided must be listed under section 1905(a), 
delivered by a Medicaid provider, and be considered medically necessary for the individual 
receiving the service. 

Currently, 41 states enroll schools as qualified providers under the Medicaid program for covered 
services provided by school personnel and other qualified practitioners contracting with the 
school. Medicaid is also authorized to reimburse schools for certain administrative costs, 
including conducting Medicaid outreach and application assistance and arranging appointments 
with health care providers. For administrative activities related to Medicaid eligible and non­
eligible children, the cost of the activities must be allocated to Medicaid in the appropriate 
proportion and specified in an approved cost allocation plan. 

There are three different ways that Medicaid can reimburse for school based health services: fee 
for service, bundling, and capitation. 

• Fee for service reimbursement. Under traditional fee for service reimbursement, each 
service provided to a Medicaid beneficiary generates a claim which is submitted to the state 
Medicaid agency. Thirty out of the 41 states providing school based services submit fee for 
service claims. 



• Capitation. The state Medicaid agency pays the school a per student rate that covers a 
package of services. The cost of the capitated rate is determined through a competitive 
bidding process. Although this is an option, no states reimburse their schools in this manner. 

• Bundling. More recently, schools have begun to bundle together a package of medical 
services expected to be provided to children with special health care needs served under 
individual education plans (IEPs), who have varying degrees of disability, and charge the 
state Medicaid agency a single payment rate. The cost of the bundled rate is calculated by 
reviewing the average cost of the services received by a statistically valid sample of children 
at each level of disability. States are required to periodically review the cost of the claims and 
reconcile them with services provided. Six states submit bundled claims for reimbursement; 
three states use a combination of bundling and fee for service claims. 

HCF A had no information available on the reimbursement methodologies used by the remaining 
8 states. 

ABUSE OF MEDICAID REIMBURSEMENT FOR SCHOOL BASED SERVICES 

There are three ways for states to use the provision of school based services under Medicaid to 
shift the burden of costs traditionally assumed by the state to the Federal government. 

• Inappropriate claiming of administrative costs under Medicaid. HCF A estimates that 18 
states are currently claiming reimbursement for administrative costs under Medicaid. 
Although there is no nationwide estimate of the recent increase in Medicaid reimbursement 
for the administrative costs associated with school based services, a survey of 10 states 
conducted by GAO indicated a five-fold increase in claims over the past four years ($82 
million to $462 million). Two of the states surveyed, Illinois and Michigan, accounted for 
most of the increases in administrative cost claims over this period of time. In lllinois, claims 
increased from $82 million in 1997 to $145 million in 1998; in Michigan, claims increased 
from $79 million in 1996 to $227 million in 1997. 

Insufficient Federal oversight has led to an increase in inappropriate claiming of 
administrative costs. For example, a school will request 100 percent reimbursement from 
Medicaid for the cost of a principal's salary because of their role as a "program 
administrator" of the Medicaid services being provided in their school, regardless of the 
amount of time they spend on activities related to the provision of services to children with 
special health care needs. In some school districts, the administrative costs they claim are 
higher than the costs of the services they provide. In one state, the regional office identified 
and deferred over $33 million in inappropriate administrative claims. 

HCF A recently issued guidance stating that they are reviewing practices related to State 
claiming for school-based administrative activities and plan to publish a guide clarifying 
Federal policy this Fall. 



• Bundling payments without cost reconciliation. Out of the six states which submit bundled 
claims, only one of them reviews and reconciles their claims on a regular basis (Connecticut). 
The remaining states (Massachusetts, New Jersey, North Carolina, Utah, and Kansas) do not. 

Failure to review and reconcile claims makes the Medicaid program vulnerable to excessive 
overpayments for services on two fronts. First, states artificially inflate the rate charged for 
health care services. Second, states may not provide all of the services included under the 
bundled rate to students. For example, an on-site review of four school districts in 
Massachusetts by the HCF A regional office revealed claims of $700,000 for services that 
were never provided to students. 

Recent guidance published by HCF A eliminates the use of a bundled rate for reimbursement 
for school based services and states that these claims will be disallowed if submitted after 
July l, 1999. 

• Claiming inappropriate transportation costs. HCF A estimates that 16 states are currently 
receiving Medicaid reimbursement for the cost associated with busing students - with and 
without special health care needs - to and from school. Medicaid policy states that 
reimbursement for transportation costs associated with school based services is available if 
the child receives a medical service in school on that day, if the transportation takes place in a 
vehicle equipped for children with special health care needs, and if transportation is listed as 
a needed service in the child's individual education plan. The Department of Education's 
policy is that children who ride to school in the regular bus should not have transportation 
listed in the child's individual education plan. 

However, these states are including transportation in the individual education plans of all 
children with special health care needs, whether they ride to school in the regular buses or 
not, in order to claim Federal match. 

Recent guidance published by HCF A reiterates that Medicaid should not be billed for the 
transportation costs for children unless they require transportation in a vehicle adapted to 
serve the needs of the disabled, and states that these claims will be disallowed if submitted 
after July 1, 1999. 

FOCUS OF GAO INVESTIGATION 

The GAO report, which focuses primarily on the claiming of administrative costs, indicates that 
some school district and state claiming procedures are designed to maximize their receipt of 
Medicaid funds through suspect financing mechanisms. In four out of the 10 states surveyed, a 
portion of the Federal reimbursement for services provided at schools is retained in the state's 
general revenue funds. In FY 1998, Federal dollars contributed about $8 million in Illinois and 
$47 million in Michigan to the state general revenue funds. Since Michigan schools began 
claiming for administrative costs, the state has retained almost $106 million of the Federal share. 



In their testimony before the Finance Committee, the GAO compared these financing 
arrangements to the financing mechanism that used provider taxes and donations as a way to 
increase Federal matching dollars without increase state expenditures before it was outlawed by 
the passage of OBRA 1993. 

GAO also notes that a number of private firms, employed by school districts to help them 
maximize their Federal reimbursement, typically receive as compensation a share of the revenue, 
ranging from 3 to 25 percent, generated by the claims the school submits. 

NEXT STEPS 

Issuing guidance on administrative claiming. HCF A and OMB are working internally to 
develop and release guidance on reimbursement for administrative costs associated with school 
based services by the Fall. A number of private firms, most notably in Texas and New York, 
have been lobbying HCFA, the First Lady's Office, and the Vice President's Office, to ensure 
that they have input into the guidance that is being developed. Because this issue is so sensitive 
and has been pinpointed as the primary source of the fraud and abuse, HCF A is not taking private 
sector or state input as they develop their guidance. 

Federal-state workgroup on bundling of services. HCF A has developed a Federal-state 
workgroup to bring the states who currently bundle their reimbursement claims into compliance 
with the new guidance. The states are using the workgroup as a forum to lobby HCF A to change 
its guidance. Although HCF A is currently considering options, OMB feels very strongly that 
they should not renege on the original guidance in any way. 
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To: Andy Rotherham/OPD/EOP@EOP 

cc: Jeanne Lambrew/OPD/EOP@EOP 
Subject: JK and school based 

Hello --

The school based offset gets us $70 million over 5. OMB does not think that CBO broke it out in their 
official scoring, and so it is probably not available. 

The person that you really need to speak to on this issue is Jeanne Lambrew (65377) -- she's much more 
up to speed on the intricacies of the offset issue. I'll review your questions from this morning with her so 
that she can be most helpful. 

However, I am happy to help if there's anything else you need. 

Thanks. 

Devorah 



David Rowe 

10/20/99 03:01 :29 PM 

Record Type: Record 

To: See the distribution list at the bottom of this message 

cc: See the distribution list at the bottom of this message 
Subject: Conference call on WllA Medicaid school-based health services language 

Tomorrow's conference call on the Medicaid school-based health services language in the House version 
of the Workforce Incentives Improvements Act will be from 11 :OOam until noon. To get onto the 
conference call, dial 456-6766 and then enter 8535. 

If you have questions, let me know. Thanks. 

Jeanne: Anne Tumlinson is inviting the people from HCFA you mentioned in your email. 
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