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From; Clarke Cagey 
To: AWedgeworth, MFIora, TSaoha, DOraenbefg. TPratt. 0... 
DM: 5/25^012:16pm 
Subjacf. Call with Ray Hanlay at 2.00 Thursday 8/27 

Hello everyone. Aa many of you know, last weak we faxed to the State of Arkanaaa a liat of Interim criteria to be uaed 
when States seek approval of 1016(b) welvera that mandfttortty enroll special needa children. Tha moat current 
version of the Interim criteria )• attached. There will doubtlsealy be fUrther reflnementa to the document, but thle Is 
what we will be uelng In tha ease of Arkanaaa, where timing of the second 90slay clock forced ue to get the 
Information to Ray last week. 

At that time, Ray was promteed that we would provide assistance with any quaetfons he may have regarding the 
criteria. We have scheduled * time on ThHHm™ at i-na TH*™ »m flvn avaiiabta - diei uitn TftB^mn Am*** 
coda la 1Q30aS. For Baltimore-based peopla. pi*- gather in Anne Wedgeywwih* Office. 

Thanfca very much-
Clarke 
(*10) 7Bfr-7700 

TOTPL P.02 
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MARGARET CANO, ACCOUNTANT 
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Arkansas Department of Human Services 
Division of Medical Slervlc&s 
Donaghey Pltti South 
P.O. BOX 1437 
u n i * Rock, Arkansas 72-203-1437 
TkI«phon« (SOI) 6824292 TDD (SOI) 683-6789 FAX (501) 662-1107 

MEMORANDUM 

May 21,199^ 

To: Sally Ri^asWV Directot, HCf A Center for Medicaid and State Operations 

From: Ray Hanley, Director, Division of Medical Services, Arkansas DHS 

Re: Mental Health Waiver 

Sally, per conversations with you, Irish, and Mike Fiore, I am sending the 
carreapondeace advising you we are, under protest, requesting that you "stop the clock" 
on the waiver application for which Ihc second 0̂ period otherwise expires this weskfchd. 

Aa discussed HCFA lacks the authority to stop the clock as this is the second 90 day 
period and your choices are otherwise to deny tfye application or to approve it. As you 
are aware we were given verbal approval by HCFA central OfJJce staff some three weeks 
ago on this waiver and were merely awaiting the promised letter of confirmation. 

HCFA decided this week to decline approval based on the dot that we failed to address 
all questions, ie related to "special needs" childrjen. As wo all know, we did indeed 
answer all questions posed some 90 days ago. The questions not answered, pertaining to 
"special needs" were only raised yesterday. These questions deal with provisions that 
HCFA has been aware of since the passage of the BBA almost two years ago. It is a 
breach of good faith to have raised these only this week in voiding the verbal approval 
previously given, 

Att that said for the record, 1 respect the fact yoi are following orders and it is in the best 
interest of all to do whatever it takes to get this Waiver approved and the enhanced 
services in place. We are having the criteria Mike faxed me reviewed by Optionsv our 
contractor. Hopefully wc will be able to secure jtho delayed approval next week based on 
our response to this late issue. 

-Tn* Ospurlmont of Human Sorvlcia la In ceimpllBn^» wlih TIUM VI and VII ol tho Civil ftlflMt Act • 
TOTAL P.03 
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Amansas uepanment OT numan services 
Division of Medical Services 
Donaghey Plaza South 
RO. Box 1437 
Utile Rock, Arkansas 72203-1437 
Telephone (501) 662-8262 TDD (601) 603*6789 VAX (801) 682-1187 

May 21,1999 

Wtyna Smith, Director 
Division of Integrat*d Haaldi Syitcnu 
DiMblad and Bldrrty Health Pieyrams Group 
Oantar for Medicaid aad Sim Opantfons 
7500 Security Bovlevard 
Baltimore, Maiylaiul 21244-1830 

SUB): Benefit Azkansas -1915 (b) Waiver Raqueit 

Dear Mr. Sndth: 

The purpooe of iWs latrer is ro request withdrawal of iha jSttM's latter* dated Febnury 11,1999, February 
25, 1999 end March 31, 1999 rctpoading to your August 6, 1998 lotter lequcating addiliosal/clarifyint 
information Oti Arkansu' mental health waiver requa&t entitled, "BeoeAt Arkansas Tha Behavioral Health 
Cwe Profram of ifae Arkansas Dapaxament of Hunan Service*". 

Arkansas will be roaubmittiag the addMonal/olarifying iBtorrnfltion.to HCFA. 

Attached to thii letter Is a memorandum to Sally Riehardflon rcigarding this waiver. 

Thank you for your mietance In this matter. If you have any questiotiB, please contact me at (501) 
C82-8292 orTensu Hursey at (301) 682-1471 i 

Attachment • Memorandum to Sally Richardson 

err Andrew R. Perez, Associate Kegional Adminituetoi;, Regional Ufllce Vi 
John Sclig, director, ArVanias Division of Mental IJcallh Service* 
TcreiB Ihiraey, Asiinum pireewr, Arkaniai Division of Medical Service* 
Anne Wclln. Ailiftant Director. Arkanws fXvidlon bl'Mentol Hcalih Service* 

"Th* Depirtmam ol i luman Servtcae It in eompile^^* with Tidoa VI eno vu ur Civil ntgms ACC 
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Interim Review Criteria for Children with Special Needs 
May 21,1999 

When nddreuittg th«io criteria, pl«ase provide tho following Information by each 
appropriate subset of children with special needs: 

• The State's responsibilities in manigcd care programs enrollini; children with Kpocial 
needs. 

The State's requirements for MCOs/PHPs enrolling children with special health care 
needs. 

• How the State monitors its own actions And that of its contracting MCOs and PHPs. 

For foster-care children only, ihe provisions which address the broader, unique issues 
occurring because of out-of-home, out-of-gcographic area placement. 

ftt*ta R^pnalliltnif. flir Mimugmd Care Proprama Knrnlllna ChlKtrwi with MPCClal Weeds 

Definition of Children with Special Needs 

The State has a definition of childrm with special needs that includes at least these five 
subsets: 

1. Blind/Disabled Children and Related Populations (eligible for SSl under title 
XVI); 

2. Eligible under section 1902(e)(3) of the Social Security Act; 
i. In foster care or other out-of-home placement; 
4. Receiving foster care or adoption assistance; or 
5. Receiving services through a family-centered, coimnunity-based coordinated care 

aystemthat receives grant fluids under ttecliou 501(a)(l)(P) of title V, as is 
defined by the State in terms of either program participant or special health care 
needs. 

• Identification 

The State identifies and/or requires MCOs/PHPs to identify children with special 
needs. The State collects, or requires MCOs/PHPs to collect specific data on 
children with speoial neada. The State oxplaina the prooeaaea It haa for idontifying 
each of the special needs groups described above. 

• jfinroUment/DisenroUment 
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i he State performs flmctions in the enrolhnent/disenrollment process for children with 
special needs, including: 

Outreach activities to reach potexiUal uhildrm with special needs and their 
families, providers, and other interested parties regarding the managed care 
program. 

Enrollment selection counselors have information and training to assist special 
populations and children with special health care needs In selecting appropriate 
MCO/PHPs and providers based on their medical needs. 

Auto-afifligmnant process BEuigns children with opeoial health care noods to an 
MCO/PHP that includes their current provider or to an MCO/PHP that is capable 
of serving their particular needs. 

A child with special needs can disenroll and re-enroll in another MCO/PHP for 
good cause. 

If an MCO/PHP requests to disenroll or transfer enrollment of an enrollee to 
another plan, the reasons for reassignment are not discrimiTiatnry in any way -
including adverse change in an enrollee's health status and non-compliant 
behavior for individuals with mental health and substance abuse Uiugnotscs — 
against the enrollee. 

Provirtftr Cuparily 

The SUtLe enauns that the MCOs/PHPs In a geographic area have sufinclent 
experienced providers to serve the enrolled children with special needs (e.g., 
providers experienced in serving foster care children, children with mental health 
care needs, children with HIV/AIDS, etc.). 

- Tbe State monitors experienced providers capacity. 

Specialists 

The State haa set capacity standards for specialists. 

- The State monitors access to specialists. 

Tho State hu provisions in MCOsVPHPs' contracts which allow children with 
special needs who utilize specialists frequently for their health care to be allowed 
to maintain these typas of spacialist? as PCPs or be allowed direct access to 
specialists for the needed care. 
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The State requires particular specialist types to be included in the MCO/PHP 
network. If specialists types are not involved in the MCO/PHP network, 
arrangements are made for enrollees to access these services (for waiver covered 
services only). 

Coordination 

The State requires an assessment of each child's needs and implementation of a 
treatment plan baaed on that assessment. 

The State haa required the MCOs/PHPs to provide case management services to 
children with special needs. 

The State has developed and implemented a process to collaborate and coordinate 
with agencies and advocates which serve special needs children and their families. 

The State has a process for coordination with other systems of care (for example, 
Medicare, HRSA Title V grants, Ryan White CARE Act. SAMHSA Mental 
Health and Substance Abuse Block Grant Funds) or State/local funding sources. 

The State requires the MCO/PHP to coordinate health care services for special 
needs children with: providers of mental health, substance abuse, local health 
departmont, transportation, home and community baaed waiver, developmental 
disabilitieo, and Title V services. 

• Quality of Care 

The State haa some specific performance measures for children with special needs 
(for example, CAHPS for children with special needs, HEDIS measures stratified 
by special needs children, etc.). 

The State has specific performance improvement projects that address issues for 
children with special health care needs. 

BBA Safeguards 

To the extent appropriate, the State has adequately addressed Balanced Budget 
Act (BBA) guidance that HCFA has issued to date. 

Payment Methodology 

The State develops a payment methodology that accounts for special needs 
populations enrolled in capitated managed care. 
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Flan Monitoring 
The State has in place a process for monitoring children with special needs 
enrolled in MCOs/PHPs for access to services, quality of care, coordination of 
care, and enrollee satisfaction. 

The State has standards or efforts in place regarding MCOsVPHPs' compliance 
with ADA access requirements for enrollees with physical disabilities. 

The State defines medical necessity for MCOs/PHPs and the State monitors the 
MCOs/PHPs to assure that it is applied by the MCOs/PHPs in their service 
authorizations. 

TOTPL P.07 
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DRAFT — DRAFT ~ DRAFT 
Policy Regarding the Children of State Employees and CHIP 

Issue 
• The State of Kentucky wants to ensure that the children of their low-income state 

employees are eligible for the Children's Health Insurance Program (CHIP). The 
Department of Health and Human Services (HHS) had previously informed the State that 
this is not possible under current policy. However, HHS has reconsidered this policy and 
has now developed a different approach. 

Previous Policy 
• Under Section 2110(b)(2)(B), a child "eligible for health benefits coverage under a State 

health benefits plan on the basis of a family member's employment with a public agency in 
the State" is excluded from participation in the CHIP program. 

• HHS has previously interpreted "eligible for health benefits coverage under a State heahh 
benefits plan" to include only situations in which the State or public employer makes 
available a subsidy to cover part or all of the cost of coverage for a dependent child in the 
family. A subsidy is present when the State contribution for health benefits coverage 
could exceed the minimum amount necessary for coverage of the employee alone and 
when that subsidy is available to pay part or all of the cost of health benefits coverage for 
the family. 

For many counties in Kentucky, there is at least some subsidy available for families that 
can be used to pay the cost for family health benefits coverage under the State's HMO 
OptionB. Under the previous policy, these children would not be eligible for CHIP. The 
subsidy may, in some counties, be low. Previously, the size of the subsidy did not matter; 
these children would be ineligible for CHIP. 

Policy Clarification 
• In order to address this issue, HHS would propose a regulation more clearly defining the 

phrase "eligible for health benefits coverage under a State Health benefits plan." 

For the purposes of the regulatory definition, a child in such a family who otherwise meets 
the criteria under Section 2no(b)(2)(B), but who only has available a nominal amount of 
funds for the purchase of health benefits coverage, would not be considered eligible for 
health benefits coverage under a State health benefits plan. 

Since a child in such a family would not be eligible for health benefits coverage under a 
State health benefits plan, the child would not fell into the exclusion given at Section 
2110(bX2)(B). 

Since the level of funding available to purchase, "health benefits coverage under a State 
Health benefits plan" varies by county, children in some counties might be eligible for 
CHIP, while children in other counties might be ineligible. 



APR-23-1999 14:20 HCFR IOR 202 690 6262 P.03/06 

Definition of Nominal 
In order to determine whether or not the State makes available a nominal subsidy to a 
child "eligible for health benefits coverage under a State health benefits plan," HHS will 
consider the difference between: 1) the defined contribution available to a pay for health 
benefits coverage for an individual State employee, and 2) the dollars needed to purchase 
the lowest cost individual health benefits coverage available for the individual State 
employee. 

• The diflference between these two numbers must be less than or equal to $7 ($ 10) per 
month in order to be considered nominal. (There is still an open question as to whether a 
dollar figure should be used or whether we should consider the $10 to be the numerator or 
the cost of the "family coverage" plan offered by lowest cost individual health plan. In the 
case of a percentage, a nominal level would be considered to be 3%. In either case, only 
17 counties would qualify.) 

Maintenance of Effort Date 
• It is critical that HCFA's policies not encourage States to reduce their contribution of 

funds to the insurance of the State employees. 

• Therefore, the amount of the State-provided subsidy will be determined as of a date 
certain (not to be made public, but the date will be the date of publication of the CHIP 
Notice of Public Rule Making (NPRM)). In the event that more than a nominal subsidy is 
available on that date certain, then the individuals in that county may not participate in the 
CHIP program regardless of the subsidy level thereafter. 

• For the future, if the subsidy level in a county exceeds a nominal level, the children in that 
county will no longer be eligible to participate in the CHIP program. A subsequent 
reduction in the subsidy will not reopen eligibility for participation in the CHIP program. 

Process for Approval of this Policy in Kentucky 
• In order for Kentucky to be eligible to receive CHIP funds to provide coverage to the 

children of State employees in one or more of its counties, the State would need to file a 
CHIP amendment with sufficient information to demonstrate that since the date of the 
NPRM pubhcation Kentucky has provided no more than a nominal subsidy toward the 
coverage of employees' children in each such county and that coverage will be provided in 
compliance with all other requirements of the CHIP program. 

After Kentucky submits a complete amendment, HHS will review the application as 
quickly to determine if all the legal requirements have been achieved. By statute, the 
Department has 90 days to review and disapprove CHIP plans and amendments, but this 
time frame can be considerably shorter. 

To ensure an expedited review, HHS will provide any technical assistance necessary, both 
prior to the submission of the amendment and during the review. 
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The critical information needed for the application is material the State already has. The 
application would need to include: 1) the fimds available to the employee for the purchase 
of health benefits coverage, and 2) the cost of purchasing all available health benefits 
coverage options for the individual and the family in each county. 

The NPRM process will not slow HHS' ability to approve Kentucky's amendment nor will 
it slow Kentucky's ability to draw down matching federal funds under this policy. 

Tentative Time Line 

The following represents a time line that could be followed for the approval of Kentucky's CHIP 
amendment regarding the children of State employees. 

• Late April ~ HHS provides technical assistance to Kentucky on their amendment. 
• May 1 - Kentucky submits amendment. 

Mid-May to Mid-June ~ HHS and Kentucky work together to develop the amendment 
and answer relevant questions. 

• Late June -«If the requirements are met, HHS would approve Kentucky's amendment. 
Upon approval, Kentucky is eligible to draw down Federal funds under this policy. 

• Mid-July ~ HHS publishes a NPRM on this issue as part of the comprehensive CHIP 
regulation. 

• Mid-July 2000 - Following the public comment period, HHS publishes final CHIP 
regulation. 
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Analysis of Maximum Subsidy Available Per County 

Number of 
Counties 

Subsidy 
Available in 

Dollars 

Percentage of Family 
Coverage Paid For by 

the Subsidy 
17 $8.62 2.2% 
6 $15.78 5.7% 
1 $26.90 10.2% 

25 $28.44 10.0% 
54 $31.40 12.2% 
14 $54.30 24.3% 

117 
(Information on all counties not available) 
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Analysis of ttaUth Coverage Plans Available to 
Kentucky's Public Employees 

Montfily Prwnlum of PurohMlng Health Swwflte Covwagaf tMSW 
KMitucky pravldM 1203 to MKh atatawnphy yaa tor th* purchaaa of hMlth bamflta covwege. 

HMO Single Pirent Plus Family 
Option A Option B Option A Option B Option A OptionB 

Advantage Care S225.24 $204.48 $337.66 $306.72 $563.06 $51120 
Aotna S16B.00 $148.70 $252.00 $223.00 $420.10 $371.70 
Atomatlva H«alth D«Uv«ry Syttam 9225.82 $201.86 $330.60 $3Q2.S0 $56442 9504.18 
BliMgraas Family HMllh 9206.92 $171.60 $30858 $257.40 $514.60 $429.00 
CHA Health S20S.74 $187.22 $314.60 $280.82 $524.34 $466.04 
HealthSourc* $102 30 $168.42 $288.44 $252 84 $460.72 $421.06 
Humaiw KPPA $232.40 $216.12 $348.82 $32420 $561.02 9640.34 
Humana MBP $202.84 $192.00 $304.42 $288.00 $60756 $480.00 
PacifiCare $108.50 $180.00 $297.76 $270.00 $49626 $450.00 

POS Single Parent Plua Fimily 
Option A Options Option A Option B Option A Option B 

Advantage Care $252.64 $229,54 $378.96 $34420 $631.58 9573.64 
Aatna $177.40 $153,10 $26620 $229.70 $443.60 9362.90 
Altemattvo Health Daltvary System $236.04 $210.22 $354.98 9315.32 $501.62 $52534 
Bluegraso Family HMlth $226.50 $188 76 $330.70 9263.14 956626 $47150 
CHA Ham $219.88 $19626 9329.82 9294.40 $549.70 $490.66 
Health SOUK* $200.78 $176.10 9301.16 9264.14 $501.94 $440.22 
Humana $252 34 $239.64 9378.64 9359.42 9630.66 9599.06 

PPO Parent Plua Family 
Option A Option B Option A Option B Option A Option B 

Humana $196.46 $174.56 9294.72 $261.62 $491.18 9436.36 
Anthem BOBS Option 2000 Adv. $228.84 $196.38 $94326 9294.60 $572.10 $48050 

Subsidy Provided By State for 1999 
The Subafdy Laval la thft Raw Diflaranca In Dollar. Provided by StM* for the Purchaaa of 
Health BeneflU Coverage (9203) and Coat of Single Covwaga 

Parcentagta Raflect the Amount of tha Premium that can Be Purchaaed with tha Subsidy 

HMO 

Advantage Ca i* 
Aetna 
Alternative Health Delivery Systann 
Bluegreu FamHy Health 
CHA Health 
Health Source 
Humana KPPA 
Humana MBP 
PacifiCare 

POS 

Advantage Care 
Aatna 
Alternative Health Oeliveiy System 
Bluegrass Family Health 
CHA Health 
Health Source 
Humana 

PPO 

Humana 
Anthem BOBS Option 2000 Adv. 

Single 
Option A Option B 

($2224) 
$38.00 
($22.92) 
($2.92) 
($6.74) 
$10.70 

($29.40) 
$0.06 
$4.50 

($148) 
$54.30 
$1.34 

93140 
915.78 
$34.58 
($13.12) 
911,00 
$23.00 

Pliant Plua 
Option A Option B 

-19.7% -1.4% 
41.7% 

•20.3% 
-25% 
-6.4% 

73.1% 
1.3% 

36.6% 
16*% 

11.1% 41.1% 
-255% -12.1% 

0.1% 
4.5% 

115% 
25.6% 

Family 
Option A Option B 

-65% -05% 
13.9% 245% 
-6.6% 0.4% 
-0.9% 122% 
-2.1% 5.7% 
3.7% 13.7% 

-8.4% .4.0% 
0.0% 35% 
1.5% 6.5% 

Single Parent Plua Family 
Option A Option B Option A Option B Option A Option B 
($49.64) ($26.54) -385% -23.1% •13.1% -7.7% 
$25,60 949.90 28.8% 65.1% 9.6% 21.7% 

(933.64) ($7.22) -28.4% -6.9% -9.5% -2.3% 
($23.50) 91424 .20.7% 15.1% •6.9% 5.0% 
($1658) $6.74 -15.4% 6.6% -6.1% 25% 

9222 $26.90 22% 30.6% 0.7% 102% 
(940.34) ($36.64) -39.1% -50.6% -13.0% •102% 

Single 
Option A Option B 

96.54 928.44 
(925.84) $6.62 

Parent Plus 
Option A Option B 

6.7% 32.6% 
-22.6% 6.7% 

Family 
Option A Option B 

2.2% 10.9% 
-7.5% 22% 

T0TRL P .06 
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COLLECTION OF STATE BASELINE INFORMATION 
3/24/99 

There are 50 States with approved plans; therefore, we expect atlfiMtl 50 State baseline 
estimates of uninsured, low-income children, 

32 of the 50 States are expected to provide HCFA with a lull FFY 1998 annual report 
which includes a baseline estimate of uninsured, low-inpome children. 

IS of the 50 States are required to only: provide baseline estimates of uninsured, low-
income children. Note that 4 States have not yet implemented programs (e.g„ Wisconsin, 
New Mexico, Hawaii and Alaska, but we are still requesting a baseline estimate). 

To date, we have in the Central Office 22 of 32 State Annual Reports and 10 of 18 
baseline-only estimates. However, most, but not all of these annual reports are 
complete, and not all of the baselines estimates and the methodologies are clear. In 
addition, several of the States required to only submit a baseline estimate have submitted 
an Annual Report with descriptive program information. 

Of the States that have submitted baseline estimates, 14 have submitted baseline estimates 
using the CPS; 2 States have used some other type of survey; 6 States have used State-
specific surveys; and 2 State has submitted a baseline with no methodology or source, In 
addition, 8 have provided verbal estimates of baseline (taken from the last RO call). 
Several States that have used CPS as the baseline have also incorporated other data 
surveys in the development of their baseline estimates (e.g., Oklahoma used CPS, a State 
survey, and Urban Institute Data). 

It is not dear in all of the reports what is the denominator of the baseline estimate (e.g., 
age of children, poverty level of children, etc.). Some States have clearly identified what 
they were measuring while others did not. This varies widely from State to State, 

The sources for establishing baseline estimates are varied, States have used CPS data 
from varying years; some have pooled the data, while others have used the survey data 
from one year; and some States have used additional surveys along with CPS to develop 
their estimates. 

We are currently in the process of reviewing additional State submissions. 
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California 1998 

Colorado 1997 

Delaware 3-year average (no year listed) 

Illinois 1996-1996 (with EBRI survey) 

Indiana (no year listed) 

Iowa (no year listed) 

Kansas (no year listed) 

New York 1996-1997 

Oklahoma 1994-1996 CPS; Urban Data 1995; 1994 
Oklahoma State Data 

South Carolina FFY 1998 baseline was 110.000 for uninsured 
children under 200% of poverty 

South Dakota (most recent data) 

West Virginia Household Income Survey with pooled 1195-
1996 CPS data (by The Lewin Group) 

Florida 1993 Rand data 

Montana CDF data 

Hawaii 1997 Hawaii Health Survey 

Idaho 1997 Idaho Kids Count Data 

Mississippi State Data by Heritage Foundation 

Nevada 1992 State Survey Data 

Oregon 1998 Oregon Population Survey 

Utah Utah Health Status Survey 

Connecticut (no source for baseline provided) 

Maryland (no source for baseline provided) 
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Alaska 

District of Columbia 

Georgia 

New Mexico 

North Dakota 
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DEPARTMENT OF HEALTH & HUMAN SERVICES 
Health Care Financing Administration 

Center for Medicaid and State Operations 
7500 Security Boulevard 

Baltimore, MD 21244-1850 

MEMORANDUM 

TO: Associate Regional Administrators 

FROM: Debbie I. Chang 

RE: Collection, Analysis and Public Release of State CHIP Annual and Quarterly 
Statistical Reports 

DATE; March 24,1999 

I am writing to provide additional guidance for the review and disposition of Children's Health 
Insurance Program (CHIP) Quarterly Statistical and Annual Reports. This memorandum includes 
instructions and an overview of the processes for the collection, initial analyses and public release 
of States' Annual and Statistical CHIP Reports and answers questions initiated by Regional 
Offices (RO). 

Survey ReaulM ftf the Stat.» Stat« rffTP Rqw^ini. 

I would like to thank the Regions for their timely response to the February survey of the status of 
States' January 30, 1999, submissions. These submissions were to include both FFY 1998 
Annual Reports and Quarterly Statistical Reports (for all quarters in which a State had an 
approved program, up to and including the quarter ending December 31,1998) 

The survey identified that the most significcmt reporting problems are related to Quarterly 
Statistical Reports including: 1) reporting enrollment for regular Medicaid; and 1) reporting by 
poverty levels. In addition, the most common reasons for delayed reporting are: 1) systems 
incompatibility (inability to report on age, income, service delivery), 2) Y2K priorities (an inability 
to make changes to current systems); and 3) misunderstanding of specific HCFA reporting 
requirements based on implementation date (commonly cited among States that implemented in 
the last quarter of FFY 1998 or the first quarter of FFY 1999). Given the issues identified in this 
survey, States continue to need technical assistance to complete their 1998 Annual Reports and 
the Quarterly Statistical Reports. 
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Currtnt Status of FFY 1998 Annual and OnarteHy SffttUHcal RepHrting 

Based upon our December 4, 1998 instruction to States, FFY 1998 Annual Reports and Quarterly 
Statistical Reports for all quarters through December 31, 1998, were due on January 30, 1999, 
and there has been no change to this deadline. However, the Febiuary survey results reveal the 
difficulties States continue to have with the submission of these reports. The following is a status 
of three items: FFY 1998 Annual Reports; estimates from States required to only submit a 
baseline and a methodology; and Quarterly Statistical Reports, 

• For FFY 1998, thirty-three States are required to submit full Annual Reports (as outlined 
in the 12/4 letter), and, to date, we have received at HCFA Central Office (CO) only 24. 
We have identified that many of the Annual Reports submitted do not include all of the 
requested information. 

- Seventeen States are required to submit only baseline estimates of uninsured, low-income 
children as their FFY 1998 Annual Reports. Of these 17 required baseline estimates, we 
have received estimates from only 7 States, and the methodology for several of these 
estimates is unclear. 

»• Statistical data for all quarters of program operation is also required of States. Currently, 
18 States have submitted some statistical data. 

HCFA Central Office (CO) and Regional Offices must continue working with States to procure 
FFY 1998 reports. 

Eatabliahing the PrftceBiea 

In order to establish processes for collecting and determining the appropriateness of incoming 
CHIP data, we have modeled the following approaches for Quarterly Statistical and Annual 
Report collection, analysis and release after the process for CHIP expenditure reporting. This will 
provide a streamlined and systematic process for the collection and analysis of all State CHIP 
reports and will assure that data accurately reflect State CHIP programs. Regions should also 
design internal systems for the review and analysis of States' report submissions, including the 
assignment of appropriate Regional staff 

HCFA CO will track regionally reviewed submissions of States' reports. Summary statistical data 
and Annual Reports will be publicly released in a timely manner, as we understand that States, 
advocacy groups and researchers are interested in obtaining data on CHIP, in re&ponse to the 
public interest in CHIP, wc are working to flmher establish our internal processes for data 
collection, analysis and public release, However, to assure consistency in the release of data, until 
otherwise noted, all requests for information should h* nsnt to CO tn Anna FaUieraa 
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Qiarttrty Statiytifltf Rennrt? 

States are submitting quarterly statistical data for S-CHIP, M-CHIP and regular Medicaid through 
HCFA's electronic reporting system. ROs should request that States continue to report aggregate 
data until the State has the ability to report statistieal data by categoiy (e.g., by age, income and 
service delivery), and provide technical assistance, as necessary. In addition, ROs should 
determine when States will have the ability to submit quarterly statistical data by the requested 
categories. If a State is either having difficulty in or unable to submit statistical data via the 
electronic system, ROs should collect data in hard copy from the State and forward it to Ron 
North at CO. 

The process for FFY 1998 and subsequent is as follows, unless otherwise noted : 

1. When Statistical Reports are received, ROs should conduct a desk review for 
completeness, recognizing any discrepancies or deficiencies in the data. This review 
should be conducted within 30 days upon the receipt of the reports, or as soon as possible. 

2. Throughout this process, ROs should consult with Project Officers, as needed. In cases 
where data are either incomplete or incorrect, ROs should contact the appropriate Project 
Officer and continue to work with States until the data are acceptable. 

3. If States must resubmit statistical data into the system due to insufficiencies in or 
incorrectness of data, ROs should review subsequent submissions within an additional 15 
days upon receipt of data. 

4. Each spring, CO will prepare a summary report of enrollment for the previous Federal 
fiscal year on a State-by-Siate basis, and it will be publicly released through the HCFA 
website. 

5. Questions regarding the electronic data system should directed to Ron North at (410) 
786-5651, and questions regarding the content of statistical reports should be directed to 
Barbara Oreenberg (410) 786-0435, 

We will be organizing a training session on analyzing CHIP statistical data in the near fliture. This 
session will provide information on conducting quality checks on and reviewing Quarterly 
Statistical Reports and training on accessing the current electronic statistical data system. 

Annual Rtpartt 

As noted above, we have not yet received all of the required Annual Reports from the States, and 
a substantial number of those that have been submitted are incomplete. Regional Offices must 
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continue to work with States to obtain completed FFY 1998 Annual Reports as soon as possible, 
An overview of what makes a FFY 1998 Annual Report complete is provided in Attachment A, 

The process for FFY 199$ and subsequent years is as follows, unless otherwise noted: 

1, Upon receipt of the reports, ROs must immediately forwyfl the Annual Report to the 
assigned Project Officer. 

2, In cases where Annual Reports have not yet been submitted or are incomplete, ROs 
should work with their States, in cooperation with Project Officers, to obtain accurate and 
complete reports. If the information is readily available, the State should submit it as 
soon as possible. If the report is delinquent or incomplete and the information is not 
readily available, a letter should be sent to the State requesting the additional information 
and the date in which the information will be submitted. 

3, Within 30 days of the receipt of an Annual Report, the RO will review report and prepare 
a memorandum to the Project Officer that includes any findings, recommendations and a 
list of outstanding issues, To assist ROs in this process, an Annual Report checklist 
(included in Attachment B) should be completed and attached to the memorandum. 

4, Project Officers and RO CHIP staff will detennine when the Annual Report is complete. 
At that time the Annual Report will be considered FINAL. 

5, As there is substantial demand for States' Annual Report information, when an annual 
report is determined final, it will be publicly released via the HCFA website. 

6, An analysis of the final data will be conducted and shared internally with CHIP RO and 
CO staff 

7, In addition to reviewing States' Annual Reports, RQs should also examine their States' 
annual submission of the unduplicated count of children enrolled in CHIP. If the number 
is acceptable and consistent with the overall program the State has designed, the RO 
should place a "check" in the box for "acceptable unduplicated count of children enrolled 
in CHIP" provided on the Annual Report checklist in Attachment B. 

I appreciate your continued efforts as we work to collect and analyze States' em ollment and 
annual report data. If you have any comments Or questions regarding the processes for data 
collection, analysis and public release outlined in this memorandum, please feel free to contact 
Anna Fallieras of my staff at (410) 786-8281, 
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Attachment A: When a FFY 1998 Annual Report Ie Complete 

We are fumishmg you with the following information to assist your review of CHIP Annual 
Reports: 

• States' FFY 1998 annual reports were due on January 30, 1999, States withprop-gffis 
that were nperaiional in FFY 1998 are required to submit a full FFY 1998 annual report 
which includes a description of the following: 

1. a baseline estimate of low-income, uninsured children and a rationale for 
the methodology used to develop the baseline estimate; 

2. progress made at reducing the number of low-income, uninsured children in 
the State; 

3. a description of issues that a state has agreed to monitor in its State plan 
(e.g., outreach and crowd out), mcluding an assessment of progress toward 
the State's identified strategic objectives, performance goals and 
performance measures; 

4. barriers to effectively implement States' plans that are associated with 
program design, planning and implementation and the proposed approaches 
to address such problems; 

5. any need for technical assistance from the Depanment; and 
6. other areas the State may identify as relevant. 

• States with approved plans that did not implement their programs in FFY 1998 are 
required to only submit a baseline estimate of the number of low-income, uninsured 
children in their State and the methodology used to develop that estimate. States that 
provided a description of a baseline in their State plans have the option to reconfirm such 
estimates by providing to HCFA Regional Office a phone call or letter confirming the use 
of this estimate. If States have chosen to confirm the baseline estimate included in their 
State plan, ROs should check the box "baseline estimate from State plan confirmed" on 
the Annual Report checklist. Regions should generally accept baseline estimates 
currently provided and methodology used by States unless it is identified as 
unreasonable. In addition, we recognize that there have been several issues raised 
regarding the estimation of baseline estimates, and we are working to address these 
issues through additional guidance. 

States without ah qpptoved State plan are not required to submit an annual report, 
quarterly reports for FFY 1998 or baseline estimates of low-income, uninsured children. 
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Talking Points on Reporting 
3/24/99 

Implementation Overview 

The following i« an overview of how many States implemented by quarter: 

-4 States implemented programs in FFY 1998, Quaner 1, FFY 1998 
-6 States implemented programs in FFY 1998, Quarter 2, FFY 1998 
-9 States implemented programs in FFY 1998, Quarter 3, FFY 1998 
-14 States implemented programs in FFY 1998, Quarter 4, FFY 1998 v w l 

-10 States implemented programs in FFY 1999, Quarter 1, .FFY 1999 
-7 States have approved programs but have not yet implemented (began 
enrolling children) 

Annual Report Submission Status 

32 States must submit Ml Annual Reports for FFY 1999. Of these, 22 have been 
received in the CO. 

Of the 22 Annual Reports we have received, 19 include at least a baseline estimate of 
uninsured, low-income children and 13 include the baseline estimate and all but one other 
element requested in the December 4 letter (e.g., progress toward strategic goals, 
monitoring of plan (outreach, crowd-out), barriers (and approaches to addressing), need 
for technical assistance, other issues, etc.), 

We are currently in the process of reviewing additional submissions. 

Baseline Submission Status 

IS States are required to only submit a baseline estimate of uninsured, low-income 
children as their Annual Report for FFY 1998 (Note: 4 States have not yet implemented 
programs, Wl, HI, AK, NM). 

To date, we have received 10 of these 18 baseline estimates of uninsured children-

Several of the States required to only submit a baseline estimate have submitted an Annual 

Report with descriptive program information. 

TOTAL P.12 
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dential uommadoil. Beginrnxig in late 19973 endorse-
menta of his reelection by Democrats, including L L 
Gov. Bob Bullock, were announced every few weeks. 
"It was like a Chinese water torture" for Democratic 
candidate Garry Mauro, says a Bush advisen "Here we 
are now doing it agam—drip, drip, dripi" This time, 
the endorsements are by Republicans from outside 
Texas. In 1998, the result was that Bush had locked up 

the race well before Election Day. That's Bush's aim 
for the Republican nomination in 2000, And for Rove, 
who has sold his consulting business to concentrate 
solely on Bush's future, it's a total obsession. 

Fred Barnes is executive editor of THE WEEKLY STAN­
DARD and co-host of The Beltway Boys on the Fox 
News Channel. 

WAG THE KIDS 
by Robert Goldberg 

BEFORE A L GORE became,the father of the Inter­
net, he invented a toll-free number for enrolling 
children, in govenunent-provided health msur* 

an.ee. Last month, at a press conference with the first 
lady, the vice president unveiled the number, which 
parents can call to get information on Medicaid and 
Kidcare, the child health-
insurance entitlement that ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ 
began in 1997. But Gore 
shouldn't wait for the phone 
to ring. Despite his warning 
in 1996 that a child health 
care crisis of historic pro-' 
portions was threatening 
our children's very lives, the 
response to Kidcare has 
been underwhelmiag, 

Back when the program 
was first proposed, the 
administration and' the 
Children's Defense Fund 
claimed that 10 million 
children in America had no 
health insurance. The situa­
tion was dire, justifying an 
expenditure of $40 billion 

. over five years. Children 
with serious illnesses were 
going untreated because 
their parents couldn't afford 
coverage, To drive the point 
home, the administration 
released a state-by-state 
breakdown of the number 
of kids who needed health 
care, and the White House 
vowed to sign up S million 
ofthemby2000. 

The 5 million target was sup­
posed to give Gore an accom­
plishment to tout in his presiden­
tial run. The problem is, since 
Kidcare was enacted, fewer than 

500,000 children have enrolled. Now the administra­
tion, desperate to reach a higher figure, has launched a 
$1 billion "outreach" effort to Sign up more kids— 
whence the toll-free-number giTnmirlf 

Chances are it won't even come close. Nancy-Ann 
Min DeParle, the director of the Health Care Financ-

, A bnakthmugh ^x- audio^technalogy, 

Personal, Digital Radia^ 1 
"';bnl^$69^ '••<*-<**•'• 

•"phere Is »baolutely nothing like i t Tbit 
X outstanding personal receiver fits in 

yaw shirtpocketdr at* inconspicuouahr on.: _ 
: .your desk.or night-table, Ws packed with 

, par*™ of aH VHF, TV chwfflels-2 ta.p. !E f f t u £ i f ^ ^ t ^ ^ i Z r 
, kara ai* son* of the other greet f^tmpi of ^ [ y a S ^ n ^ t ^ f f w ^ d ^ Z 

this- bieafcUttOU^L jpnoud digital 'radifl: ' £ ,„ f t e produrfm of advunai radio ftprfpnumt. ' 

', • Heedphonca Indnded' 
' ' ' • taHt-ltaied Station Rftainsd 

•j . i IB.KeylockPunttkm 
• .^•'•Octeinal AC/DC Power Jack 

• ZSManiorrPnMb: . 
TOAMrlOmSTV 

•.Low-Batteiy Indicator 
• Bitteries Induded 

, • PLt fynftieflized.Upmig 
. • Bvriltan Speaker 

''; - • StatB-af-tĥ -Art Design 
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ing Administrarion, which releases federal ftmds to 
states once their Kidcare plans are approved in Wash­
ington, testified recently that the program was well on 
its way to the 5 million goaL But Min DeParle wasn't 
convincing. She failed to provide Congress the total 
number of children enrolled to date, offering instead 
"unreviewed" estimates of enrollment upon full 
implementation of the program. And even that fig­
ure—about 2.5 million—was padded with children 
already enrolled in state health-insurance plans newly 
brought under the Kidcare umbrella. 

Advocates claim it's too early to tell how well the 
program will work. But experience in New York, 
Pennsylvania, and Florida, where pre-existing state 
health-insurance programs for kids are now receiving 
Kidcare funding, is not encouraging. According to the 
New York Dd/y Neai, New York state's program has 
grown by barely 20,000 children since Kidcare fund­
ing kicked in, though advocates had claimed there was 
a large unmet need 

No wonder the administration 
wants to count new Medicaid 
enrollees toward its S million tar­
get But here, too, it fudges the 
numbers for political purposes. 
Tfro years ago, the White House 
said 3 million eligible children 
were not signed up for Medicaid.' 
The Health .Care Financing 
Administration now'puts the fig­
ure at 4.7 million. The Medicaid 
population did not increase by 
more than SO percent in two years. 
Ratheii the administration reclassified a portion of 
those without insuiance as eligible for Medicaid. • 

The hope is that it will be fester and easier to enroll 
kids in Medicaid than to get new Kidcare programs up 
and running. (Medicaid also offers a richer benefits 
package.) Indeed from the outset, both the Children's 
Defease Fund and the White House have pushed 
states to expand Medicaid eligibility rather than create 
new stsnd-alone programs providing private coverage. 
Of the 40 state plans approved so far, only 11 are 
entirely new, 20 are Medicaid expansions, and 9 com­
bine new programs with Medicaid. 

The current outreach effort is supposed to crank 
up enrollment, but that is wishful thinking. State 
Medicaid programs, whose funding rises with enroll­
ment, already actively recruit participants. They use 
private organizations like foundations, children's 
advocacy groups, health care providers, and businesses 
to educate parents and enroll children. And their 
experience is chastening. Even intensive door-to-door 
campaigns have failed to turn up more children. Pam­
phlets, phone calls, and home visits by nurses have 

TO SOME, rr is 
INCOMPREHENSIBLE 

THAT ANYONE 
WOULD PASS UP AN 
ENTITLEMENT. BUT 
PARENTS MAY HAVE 

GOOD REASON NOT 
TO GET KIDCARE. 

succeeded about as well as doing nothing in persuad­
ing parents to avail themselves of free well-child 
screenings. 

The feet is, Kidcare enrollment is going nowhere, 
The kids this initiative seeks to help simply do not 
exist. The administration and its allies overstaied the 
number of children who were uninsured and at risk. 
Less than 4 percent of children under 18 (about 1.2 
million) lack coverage for more than a year. The rest 
are covered by health insurance most of the tune. Data 
from the National Health Interview Survey conducted 
by the Department of Health and Human Services 
show that even among femilies with incomes of 
$10,000 a year or less, 97 percent of children get all the 
care they need. Less than 2 percent cite lack of money 
or insurance as a reason for not getting care. 

To some people, it is incomprehensible that anyone 
would pass up an entitlement But parents may be 
pawing up Kidcare because their children are general­

ly healthy and they don't believe 
government-provided health insur­
ance will make much difference. 

What's more, those parents may 
be right. Strangely enough, there is 
no evidence that either Medicaid or 
private insurance makes kids 
healthier. A recent study by the 
National Bureau of Economic 
Research actually found that unin­
sured kids tended to be healthier 
than kids covered by Medicaid 
regardless of income or race. 
Notably, low-income black and His­

panic children had more illness after they started 
using Medicaid than before. 

This is not a brief for cutting off Medicaid or Kid­
care. Rather it means that most kids are healthy to 
begin with and that their parents often prefer to obtain 
what care they need outside entitlement programs—at 
public-health clinics, for example, or from providers 
paid for out of pocket. Instead of trying to drag parents 
into Medicaid and Kidcare, why not simply give them 
the money to make their own choices? Why not make 
a credit or voucher available to those who need it to 
buy insurance, pay bills, or add children to their own 
coverage? Why not just cut taxes? 

The answer has nothing to do with children's 
health and everything to do with the feet that Al Gore 
and the Children's Defense Fund need Kidcare more 
than kids do. There never was a real children's health 
crisis, just a political benefit from talking about one. 

Robert Goldberg is a senior researchfettow in the Program 
on Medkal Science and Society at the Ethics and Public 
Policy Center in Washington, D.C. 
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BndgerCare Waiver 

New Major Issues Raised by HCFA 

Issue n\ Budgcl Neutrality Tesl for AFDC-Related Parents Whose Children Have Been 
Temporarily Removed from Home 

Problem Statement: \FDC-related eligible parents (usually mothers) lose their Medicaid 
eligibility if all of their children are removed from their home and placed into foster care, 
Most of these parenls need mental health and/or suhsiance abuse ireatmenl, and the juvenile 
cow l orders placing their children in foster care generally require fiuch treatment as a condition 
of faunily reiinification. When these APDC-eligible parents lose their Medicaid eligibility in 
chii situation, it becomes very difficult for them lo receive needed and required mental health 
and/or substance abuse treatment, which in turn delays or prevents family reunification. The 
BadgerCare waiver requests permission to maintain Medicaid eligibility for these women for 
no more than 18 months, contingent upon their compliance with a coun-ordered mental health 
and/or substance abuse treatment plan. 

Federal Requirement: In seeking approval for this waiver. Wisconsin is required to 
demonstrate that Medicaid costs with the waiver are no greater than without (he waiver. 
HCPA has a great deal of latitude in defining acceptable parameters for these calculnlions. All 
of Ihese "details* can make the difference as to whether a state can show no cost increases (as 
required by federal law) with the waiver as compared lo withnut ihe waiver. 

HCFA Guidance: In multiple conference calls last fall, we discussed wilh HCFA the 
methodology proposed to demonstrate budget neutrality. HCFA did no! raise objections to the 
methodology at that time and encouraged us lo continue pursuing (his particular approach. 
Therefore, our budget neutrality calculations were based on that methodology. The 
ntetbodotogy used demonstrates that the ndditional Medicaid costs of covering these mothers 
when their children are removed from the home will be offset by reduced lerygths of stay and 
case management costs for their children in foster care. 

HCFA Objections: HCFA objected to ihe fact that we used base year case raanagemenl costs 
that are currently claimed under Title IV-E although, under our existing state plan, Wisconsin 
could have claimed these costs as Medicaid case management. HCFA slates that the use of 
actual Medicaid case maiwgemeni costs is the only acceptable melhod of determining base year 
costs. However, regardless of whether Title IV-B or Medicaid was actually used for case 
management, the projected costs for these children are actuarially equivalent, (Actuarially 
equivalent means thai tor the purpose of projecting costs, the groups being compared are the 
same,) In prior Medicaid waivers, HCFA has allowed Wisconsin and other states to project 
budget neutrality and even sei managed care rales based on actuarially equivalent populations. 



Methodology and Rationale for Demonstrating Budget Neutrality: 

.Medicaid Eligibility Supports Family Reuirificalion and Leads (o Lower Medicaid Targeted 
Case Management (TCM) Costs: 

• This Medicaid waiver will help paraits receive necessary mental health and/or substance 
abuse services, Ihe receipt of which is usually a juvenile courl oondicion for family 
reunification. 

• Family reunification, in turn, will result in a reduction of the average length of slay in 
foster care for the affected children. 

• The reduclion in foster care average length of slay reduces the child foster care caseload 
and means that less child welfare social worker time will be claimed under the Medicaid 
TCM benefit. 

• 'Ihe reduction in Medicaid spending on case management for the children in foster care will 
more than offset new Medicaid costs for covering their parents during the period when the 
children are removed from the home. 

Medicaid Targeted Case Management Has Been a Lnng-Standing Wisconsin Medicaid Bene lit: 

• The TCM benefit has been part of Ihe Wiscoiain Slate Medicaid Plan since 1987. 

• In 1995, all children placed in foster care were added to the covered target populations 
eligible for TCM. 

• In addilion, some children in foster care have been eligible for TCM services since 1987 as 
part of other allowable target groups. 

Foster Care Case Management Activities Previously Claimed Under Title IV-E, But Now to 
Be Claimed Under TCM: 

» In Wisconsin, county social workers perform the case managemenc activities necessary for 
children placed in foster care (i.e.. foster homes, group homes, or residential treatment 
centers). 

• The following faster caie case management activities could be claimed under cither Title 
IV-E or Medicaid TCM: 

• placement of children; 
• development of case plans; 
• case reviews; 
• case management and supervision; 
• referral for services; 
• preparation for and participation in judicial determinations. 
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MC03H6.BW -2- imm 



Wisconsin has previously billed Ihese case management activities for cnimty foster care 
workers to Title IV-E, but all the activities listed above could have been billed to Medicaid 
as TCM activities. 

In fact, counties have billed Medicaid for TCM for certain children in foiter care since 
1987, when delivered by providers other than county foster care social workers. 

TCM costs for children in foster care have been inclined under an existing Medicaid 
benefit since 1987 and, as such, meet HCFA's budget neutrality criteria as historical cost; 
for an actuarially equivalent foster care population. A combination of Title IV-E and 
Medicaid expenditures have been inctnred for different types of foster care children since 
1987. As a result of ihis historical claiming, TCM costs for foster care are a legitimate 
Medicnid expenditure under the State Plan that would have occurred with or without the 
waiver. 

• Also, we will submit expenditure dala for the Ml Wisconsin Medicaid benefits coverage 
for these children in foster care, following HCFA instructions in our March 4, 1998, 
conference call nn BadgerCare. 

DOH/BHCF 
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Projected costs were based on historical experience for administration of 
the Wisconsin Medicaid HMO program. Historical administrative costs 
are shown for calendar years 1993-1997. Projected Administrative costs 
for calendar years 1998-2003 are projected with the BadgerCare waiver 
and without the waiver. Historical and projected costs are shown in 
Exhibit 5-G. Administrative costs will be claimed under Title XIX and 
Title XXI as allowed by federal regulations. 

b) Specific Administrative Cost Assumptions 

State Staff - No increase in state staff was projected. State staff costs 
were increased by 3% per year to reflect projected salary increases. 

Claims Processing - This is the allocation of fiscal agent contract costs 
related to capitation claims processing. Costs were projected to increase 
based on additional capitation claims for new HMO enrollees and an 
annual inflation increase of 3 % allowed in the fiscal agent contract. 

HMO enrollment - These costs are for the HMO enrollment contractor to 
provide assistance to recipients in choosing an HMO and other enrollment 
functions. 

Quality Assurance reviews — Projected costs are based on historical costs 
increased to reflect costs of QA reviews for new recipients. 

Data Processing - Projected costs are based on historical systems costs 
and one time costs for CARES and MMIS system changes to implement 
new eligibility groups with or without the waiver. Costs are expected to 
increase by 3% per year. 

Premium Collection to System — These are the projected costs to 
implement and operate a system support wage withholding and other 
premium collection for the proposed premium cost sharing under 
BadgerCare. 

Eligibility Determination — These are the projected costs for eligibility 
support workers at the county and other agencies. Costs are based on 
projected caseload increases and budgeted costs per case. 

5. Eligibility of AFDC/TANF Parents Whose Children Have Been Temporarily 
Removed From Home 

a) New Eligibility - Expansion of Title XIX 

Currently Wisconsin does not grant Medicaid eligibility to AFDC/TANF 
eligible parents (i.e., "AFDC caretaker relatives") who have had all their 
children removed from their home and placed into foster care (i.e., foster 
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homes, group homes, or residential treatment centers) by child welfare 
agencies. 

A juvenile court order is always required for a child welfare agency to 
place a child in foster care, and the juvenile court usually attaches 
conditions that must be met before the family can be reunified. A large 
number of the AFDC-eligible parents of children in foster care need 
mental health and/or substance abuse (MH/SA) treatment, and the juvenile 
court orders for these families usually require such treatment as a 
condition of family reunification. Currently in Wisconsin, these parents 
(primarily mothers) lose their Medicaid eligibility when all of their 
children are removed from the home, making it very difficult for the 
parents to receive the needed MH/SA treatment, which in turn delays or 
prevents family reunification. 

Based on suggestions from HCFA representatives, Wisconsin is seeking a 
"waiver" of Title XIX to cover costs otherwise not reimbursable. 
Specifically, this Title XIX waiver would allow Wisconsin to provide 
Medicaid temporary absence eligibility to AFDC-eligible parents if all 
their children are removed from their home by court order and are placed 
in foster care, and to cover the foster care costs for the children of those 
parents during the same period through Title FV. 

Wisconsin Medicaid currently enrolls all AFDC-eligible Medicaid 
recipients in HMOs, wherever possible. By definition, parents who 
receive Medicaid "temporary absence" eligibility must continue to meet 
AFDC-related Medicaid eligibility requirements as if their children were 
still at home, and these parents will continue to be enrolled in MA-HMOs 
just like regular AFDC-eligible parents. 

Wisconsin is not proposing to change Medicaid eligibility for the children 
in foster care. Children placed out-of-home through child welfare action 
are automatically Medicaid eligible in Wisconsin. If the child's foster care 
placement is in a foster home, then the foster parents caring for the child 
can also receive medical assistance, if they are financially eligible. The 
state is only seeking to extend temporary absence Medicaid coverage to 
AFDC-eligible parents after their children are placed. This temporary 
absence Medicaid coverage will only be provided to those parents whose 
children are removed through Wisconsin's county-based child welfare 
system. This Medicaid HMO coverage for the parents would continue for 
a maximum of 18 months. Medicaid coverage would be contingent upon 
the parents compliance with a court-ordered treatment plan. 

As illustrated in Exhibit 5-H, this Title XIX "waiver" will cost less to the 
federal government than the non-waiver status quo. A Title XIX waiver is 
not required for the state to claim FFP for Medicaid Targeted Case 
Management (MA-TCM) instead of claiming administrative costs under 
Title IV-E. Consequently, MA-TCM expenditures will show up on both 
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sides of the waiver budget neutrality equation, hut the MA-TCM 
expenditures will be lower in the "with waiver" scenario. The Title XIX 
temporary absence waiver will help parents receive necessary MH/SA 
services, which are necessary for family reunification. Family 
reunification, in turn, will result in a reduction of the average length of 
stay in foster care for the affected children. The reduction in foster care 
average length of stay means that less child welfare social worker time will 
be billed under Medicaid targeted case management, thus reducing 
Medicaid expenditures on case management for these families. The 
reduction in Medicaid spending on case management for the children will 
more than offset increases in Medicaid coverage for the parents. 

b) Caseload assumptions without and with the Waiver 

• General Assumptions 

Caseload assumptions are attached in Exhibit 5-E, and include the 
estimated number of "temporarily absent" children placed into foster 
care with and without the waiver. The caseload estimates also include 
the number of parents who would receive temporary absence Medicaid 
coverage under the waiver. The estimates for children and parents are 
separated into Milwaukee County only and the remaining counties in 
Wisconsin, because of the size and impact of Milwaukee County on the 
statewide child welfare caseload. As described above, the caseload of 
children in foster care is lower under the waiver, because extending 
their parents' Medicaid coverage enables more of those parents to meet 
the MH/SA treatment requirements for family reunification (and to 
meet them sooner). This improved rate of family reunification results 
in shorter lengths of stay in foster care for the children, which reduces 
the child foster care caseload, reduces payments for Medicaid targeted 
case management*for foster children, and also reduces the caseload of 
parents needing temporary absence Medicaid eligibility. 

• Historical Data 

Historical caseload figures shown in this waiver application represent 
actual child welfare (excluding juvenile justice) out-of-home 
placements from October 1994 through July 1997. Caseload 
projections for August 1997 through June 2003 are based on the 
historical data trends, with modifications made for the "with waiver" 
scenario as described below. The historical foster care data used for 
this waiver application, some of which go back to 1988, come from 
various sources within the Wisconsin Department of Health and Family 
Services (DHFS). Those sources include: Title IV-E claims data; 
county child welfare agencies' utilization data; a study for DHFS on 
out-of-home care by Professor Mark Courtney of the University of 
Wisconsin- Madison; and other DHFS sources. 
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c) The main overall caseload assumptions are as follows: 

• Among all families where the children are removed from the home 
through child welfare action, it is assumed that 77% are Medicaid 
eligible in Milwaukee County and that 45 % are Medicaid eligible in all 
other counties. 

• Among the Medicaid eligible families with children removed to foster 
care, it is assumed in Milwaukee County that 35% of the children are 
court ordered into kinship care so the parents retain their Medicaid 
eligibility without need of the waiver , and that 6% of children are 
court-ordered into kinship care in the remainder of the state with the 
same effect on their parents' Medicaid eligibility. 

• Among the Medicaid-eligible families with children removed to foster 
care, it is assumed there are an average of 1.5 children per case and 
one AFDC-related, Medicaid-eligible parent per case. 

• In 95% of the cases, if the child welfare agency removes any children 
from the home, then all the children are removed, and consequently, 
the parent loses Medicaid coverage through AFDC-related eligibility. 

d) Caseload Assumptions Without Waiver 

Caseload projections for Milwaukee County children placed out-of-home 
assume a continuation of the historical 25-month average length of stay in 
foster care. Similarly, in other counties without the waiver, the historical 
10-month average length of stay for children in foster care is projected to 
continue. The estimated parents caseload is zero in the without waiver 
scenario, because none of the AFDC-eligible parents would retain their 
Medicaid coverage when their children are placed out-of-home. However, 
these parents would still need MH/SA treatment in order to meet the 
juvenile court-ordered requirements for family reunification, but without 
Medicaid coverage, they would have a harder time getting it. A small 
number might be able to afford to pay for a portion of the needed 
treatment out of pocket. Some of the parents might be able to find some or 
all of their needed treatment through the county human services system, 
but subject to waiting lists. A significant number would probably not 
receive any MH/SA treatment. In all these without waiver alternatives, 
the lack of Medicaid eligibility delays, interferes with, and/or prevents the 
parents receiving the MH/SA services necessary for family reunification. 

e) Caseload Assumptions With Waiver 

With the waiver, children are projected to remain in foster care for an 
average of only 17 months in Milwaukee County and an average of only 8 
months in other counties. As described previously, this shortened the 
average length of stay for children in foster care is a result of their parents 
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receiving court-ordered MH/SA services through their extended Medicaid 
coverage under the waiver, resulting in more and faster family 
reunification. The shortened average length of stay reduces the child 
foster care caseload, which simultaneously reduces the caseload of parents 
needing temporary absence Medicaid eligibility. 

3. Cost Assumptions Without and With the Waiver 

a) General 

The cost comparisons in Exhibit 5-E demonstrate Wisconsin's assurance of 
budget neutrality under the waiver for temporary absence eligibility. In 
short, under the waiver, the reduction of Medicaid spending on child 
welfare case management for the children will more than offset the 
increase in Medicaid spending on general Medicaid coverage for these 
parents. In addition to the Title XIX budget neutrality, this temporary 
absence eligibility "waiver" will also result in reduced federal spending 
under Title IV-E, because the average length of stay in foster care is 
reduced for the affected children, and in Medicaid because the cost of 
foster care is greater than for AFDC-only cases. 

The cost estimate for this waiver includes three categories of cost. As 
described earlier, these are: 1) Medicaid fee-for-service (FFS) payments 
for child welfare case management when the children are removed from 
the home (FFS because the Medicaid Targeted Case Management [MA-
TCM] benefit is outside of the Medicaid-HMO benefit package in 
Wisconsin); 2) Medicaid-HMO capitation payments for the parents during 
their children's temporary absence in foster care; and 3) supplemental 
Medicaid-HMO capitation payments for Milwaukee County parents 
beyond the regular Medicaid-HMO capitation rate to pay for the necessary 
extra MH/SA services beyond what the average Milwaukee Medicaid-
HMO enrollee receives. 

b) Cost Assumptions Without Waiver 

The without waiver costs for the children are a product of projected foster 
care caseloads (shown as member months in Exhibit 5-E) and projected 
Medicaid-FFS costs for MA-TCM (shown as average paid per child per 
month in Exhibit 5-H). As described in the caseload section above, the 
historical caseload figures used in this waiver application represent actual 
child welfare (excluding juvenile justice) out-of-home placements from 
October 1994 through July 1997. Without waiver caseload projections for 
August 1997 through June 2003 are based on the historical data trends. 
The historical MA-TCM average paid amounts are derived from actual 
average paid amounts for the MA-TCM base year CY 1996. MA-TCM 
average paid amount projections for August 1997 through June 2003 are 
based on actual and projected Medicaid-FFS reimbursement trending for 
the MA-TCM benefit. Children's costs are greater in the without waiver 
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scenario due to the longer average length of stay in foster care estimated 
for this population. 

The without waiver costs for the parents are zero, because without the 
waiver the parents lose their Medicaid eligibility during the time period 
when their children are removed from the home by child welfare action. 

c) Cost Assumptions With Waiver 

The with waiver costs for the children are developed the same way as the 
without waiver costs described above, except that the average length of 
stay of children in foster care is shorter with the waiver. This decreased 
average time in foster care produces a lower child caseload, resulting in 
smaller MA-TCM costs for the children. 

The with waiver costs for the parents are a product of projected caseloads 
for parents (shown as member months in Exhibit 5-E) and projected 
Medicaid-HMO costs for the full Medicaid-HMO benefit package (shown 
as per member per month [pmpm] capitation payments in Exhibit 5-E). 
Because the parents only gain Medicaid eligibility with the waiver during 
their children's foster care placement, no parental caseloads or costs are 
shown in Exhibit 5-E before the waiver start date. With waiver parents 
caseload projections for July 1998 through June 2003 are based on 
trending forward the actual children's foster care caseload data (covering 
October 1994 through July 1997), because the number of effected parents 
is directly proportional to the number of children placed in foster care. 
The projected Medicaid-HMO capitation rates for July 1998 through June 
2003 are based on actual and projected trending from the Medicaid-HMO 
capitation rate base year CY 1997. Parents' costs are greater in the with 
waiver scenario because they are Medicaid eligible only with the waiver. 

With the waiver there will also be a supplemental Medicaid-HMO 
capitation payment for Milwaukee County parents beyond the regular 
Medicaid-HMO capitation rate. According to a DHFS needs assessment 
for the Milwaukee County child welfare system, Milwaukee parents 
covered under this waiver will likely need more MH/SA services than the 
average Milwaukee Medicaid-HMO enrollee receives, and the MH/SA 
capitation rate supplement will pay for those extra services. (There does 
not appear to be a similar MH/SA utilization discrepancy in Wisconsin's 
other counties.) The projections for July 1998 through June 2003 for the 
MH/SA capitation rate supplement are based on estimated Medicaid-FFS 
equivalent costs for the additional MH/SA services to be provided, within 
the constraints of waiver budget neutrality. 
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Exhibit 5-E 

Temporary Absence Eligibility for AFDC/TANF Parents whose Children are Placed Out-of-Home into Foster Care by Child Welfare 
(i.e., Children are Temporarily Absent) 

Exhibit 5-E: Temporary Absence MA-Eligibility Waiver Cost Neutrality -Comparing Parents and Children on Population and MA Spending 

mmm Only During Time When Affected 
Children Are Placed Out-of-Home Into 
Foster Care by Child Welfare 

10/01/94 
thru 

12/31/94 
(3 mos) 

CY 1995 
(12 mos) 

CY 1996 
(12 mos) 

CY1997 
(12 mos) 

01/01/98 
Thru 

6/30/98 
(6 mos) 

mmm 
thru 

12/31/98 
(6 mos) 

CY 1999 
(12 mos) 

CY2000 
(12 mos) 

CY2001 
(12 mos) 

CY2002 
(12 mos) 

01/01/03 
thru 

06/30/03 
(6 mos) 

Grand 
Total 
5-Year 
Waiver 

Parents m WithOUT 
Waiver 

Trending: % Change from previous year N/A N/A N/A Base Year 0.00% (same= 
CY98) 

2.25% 2.25% 2.25% 2.25% 2.25% (N/A) 

MA-FFP % for each CY 60.2163% 59.8400% 59.4363% 59.0238% 58.7513% (same= 
CY 98) 

58.6225% 58.6225% 58.6225% 58.6225% 58.6225% (N/A) 

Formerly MA-Elig. *Avg$/mo(AF) = $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 (N/A) 
AFDC/TANF *Avg $/mo(FFP) = $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 (N/A) 
Parents Who Have 
Had All their 

••Extra avg $/mo 
(FFP)= 

$0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 (N/A) 

Children Placed 
Out-of-Home into 

Member months = 0 0 0 0 0 0 0 0 0 0 0 0 

Foster Care by 
Child Welfare 

Total spending (FFP) = $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 

not MA 
eligible 

not MA 
eligible 

not MA 
eligible 

not MA 
eligible 

Not MA 
eligible 

not MA 
eligible 

not MA 
eligible 

not MA 
eligible 

not MA 
eligible 

not MA 
eligible 

not MA 
eligible 

PARENS (Out̂ Stf 
Trending: % Change from previous year N/A N/A N/A Base Year 0.00% (same= 

CY98) 
2.25% 2.25% 2.25% 2.25% 2.25% (N/A) 

MA-FFP % for each CY 60.2163% 59.8400% 59.4363% 59.0238% 58.7513% (same= 
CY98) 

58.6225% 58.6225% 58.6225% 58.6225% 58.6225% (N/A) 

Formerly MA-Elig. 
AFDC/TANF 

*Avg$/mo(AF) = $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 (N/A) 

Parents Who Have Had 
All their 

•Avg$/mo(FFP) = $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 (N/A) 

Children Placed Out-
of-Home 

Member months = 0 0 0 0 0 0 0 0 0 0 0 0 

Into Foster Care by 
Child Welfare 

Total spending 
(FFP)= 

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 

not MA 
eligible 

not MA 
eligible 

not MA 
eligible 

not MA 
eligible 

Not MA 
eligible 

Not MA 
eligible 

not MA 
eligible 

not MA 
eligible 

not MA 
eligible 

not MA 
eligible 

not MA 
eligible 

I I I I I IE ISMS fll l l l i lS] mmm 

MC12082. AD/PERM -53- 01/21/98 



Exhibit 5-E: Temporary Absence MA-Eligibility Waiver Cost Neutrality - Comparing Parents and Children on Population and MA Spending 

Grand 
Total 

5-Year 
Waiver 

Only During Time When Affected 
Children Are Placed Out-of-Home Into 
Foster Care by Child Welfare 

10/01/SM 
thru 

12/31/94 
(3 mos) 

CY 1995 
(12 mos) 

CY 1996 
(12 mos) 

CY 1997 
(12 mos) 

01/01/98 
thru 

6/30/98 
(6 mos) 

07/01/98 
thru 

12/31/98 
(6 mos) 

CY 1999 
(12 mos) 

CY 2000 
(12 mos) 

CY 2001 
(12 mos) 

CY2002 
(12 mos) 

01/01/03 
thru 

06/30/03 
(6 mos) 

Grand 
Total 

5-Year 
Waiver 

Parents 
With 
Waiver 

Parents 
With 
Waiver 

Trending: % Change from previous year N/A N/A N/A Base Year 0.00% (same= 
CY98) 

2.25% 2.25% 2.25% 2.25% 2.25% (N/A) 
Parents 
With 
Waiver 

MA-FFP % for each CY 60.2163% 59.8400% 59.4363% 59.0238% 58.7513% (same= 
CY 98) 

58.6225% 58.6225% 58.6225% 58.6225% 58.6225% (N/A) 

Parents 
With 
Waiver 

Formerly MA-Elig. 
AFDC/TANF Parents 
Who Have Had All 
their Children Placed 
Out-of-Home into 
Foster Care by Child 
Welfare 

*Avg$/mo(AF) = $0.00 $0.00 $0.00 $0.00 $0.00 $117.70 $120.35 $123.06 $125.82 $128.66 $131.55 (N/A) 

Parents 
With 
Waiver 

Formerly MA-Elig. 
AFDC/TANF Parents 
Who Have Had All 
their Children Placed 
Out-of-Home into 
Foster Care by Child 
Welfare 

•Avg$/mo (FFP) = $0.00 $0.00 $0.00 $0.00 $0.00 $69.15 $70.55 $72.14 $73.76 $75.42 $77.12 (N/A) 

Parents 
With 
Waiver 

Formerly MA-Elig. 
AFDC/TANF Parents 
Who Have Had All 
their Children Placed 
Out-of-Home into 
Foster Care by Child 
Welfare 

••Extra: avg $/mo 
(FFP) = 

$0.00 $0.00 $0.00 $0.00 $0.00 $17.24 $17.63 $18.03 $18.43 $18.85 $19.27 (N/A) 

Parents 
With 
Waiver 

Formerly MA-Elig. 
AFDC/TANF Parents 
Who Have Had All 
their Children Placed 
Out-of-Home into 
Foster Care by Child 
Welfare 

Member months = 0 0 0 0 0 11,716 25,055 24,733 21,819 20.527 10,263 114,112 

Parents 
With 
Waiver 

Formerly MA-Elig. 
AFDC/TANF Parents 
Who Have Had All 
their Children Placed 
Out-of-Home into 
Foster Care by Child 
Welfare Total spending 

(FFP) = 
$0 $0 $0 $0 $0 $1,012,143 $2,209,383 $2,230,043 $2,011,542 $1,934,986 $989,199 $10,387,296 

Parents 
With 
Waiver 

not MA 
eligible 

not MA 
eligible 

not MA 
eligible 

not MA 
eligible 

Not MA 
eligible 

Parents 
With 
Waiver 

Parents 
With 
Waiver 

Trending: % Change from previous year N/A N/A N/A Base Year 0.00% (same= 
CY 98) 

2.25% 2.25% 2.25% 2.25% 2.25% (N/A) 

Parents 
With 
Waiver 

MA-FFP % for each CY 60.2163% 59.8400% 59.4363% 59.0238% 58.7513% (same= 
CY98) 

58.6225% 58.6225% 58.6225% 58.6225% 58.6225% (N/A) 

Parents 
With 
Waiver 

Formerly MA-Elig. 
AFDC/TANF 
Parents Who Have Had 
All their 
Children Placed Out-
of-Home into 
Foster Care by Child 
Welfare 

•Avg$/mo (AF) = $0.00 $0.00 $0.00 $0.00 $0.00 $117.70 $120.35 $123.06 $125.82 $128.66 $131.55 (N/A) 

Parents 
With 
Waiver 

Formerly MA-Elig. 
AFDC/TANF 
Parents Who Have Had 
All their 
Children Placed Out-
of-Home into 
Foster Care by Child 
Welfare 

•Avg$/mo(FFP) = $0.00 $0.00 $0.00 $0.00 $0.00 $69.15 $70.55 $72.14 $73.76 $75.42 $77.12 (N/A) 

Parents 
With 
Waiver 

Formerly MA-Elig. 
AFDC/TANF 
Parents Who Have Had 
All their 
Children Placed Out-
of-Home into 
Foster Care by Child 
Welfare 

Member months = 0 0 0 0 0 6,467 11.369 9,693 9.674 9.674 4,837 51,714 

Parents 
With 
Waiver 

Formerly MA-Elig. 
AFDC/TANF 
Parents Who Have Had 
All their 
Children Placed Out-
of-Home into 
Foster Care by Child 
Welfare 

Total spending 
(FFP)= 

$0 $0 $0 $0 $0 $447,197 $802,113 $699,261 $713,564 $729,619 $373,018 $3,764,773 

Parents 
With 
Waiver 

not MA 
eligible 

not MA 
eligible 

not MA 
eligible 

not MA 
eligible 

Not MA 
eligible 

Parents 
With 
Waiver 

mmm 

Parents 
With 
Waiver 

* = These average monthly $ amounts for Parents are pmpm capitation payments for the entire MA benefit package in the AFDC/HS MA-HMO program. 
** = These average monthly $ amounts for Parents in Milwaukee Co. only are supplemental pmpm payments beyond the regular MA-HMO cap. rate for extra mental health and substance abuse services. 

Parents 
With-
Waiver 
Minus 
Parents 
WithOUT 
Waiver 

llll 
Parents 
With-
Waiver 
Minus 
Parents 
WithOUT 
Waiver 

Only During Time When Affected 
Children Are Placed Out-of-Home Into 
Foster Care by Child Welfare 

10/01/94 
thru 

12/31/94 
(3 mos) 

CY 1995 
(12 mos) 

CY 1996 
(12 mos) 

CY 1997 
(12 mos) 

01/01/98 
thru 

6/30/98 
(6 mos) 

07/01/98 
thru 

12/31/98 
(6 mos) 

CY 1999 
(12 mos) 

CY 2000 
(12 mos) 

CY2001 
(12 mos) 

CY2002 
(12 mos) 

01/01 03 
thru 

06/30 03 
(6 mus) llll 

Parents 
With-
Waiver 
Minus 
Parents 
WithOUT 
Waiver 

$0 $0 $0 $0 $0 $1,459,340 $3,011,497 $2,929,304 $2,725,106 $2,664,605 $1,362,217 v$l4;i52;068 

Parents 
With-
Waiver 
Minus 
Parents 
WithOUT 
Waiver 
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Exhibit 5-E: Temporary Absence MA-Eligibility Waiver Cost Neutrality - Comparing Parents and Children on Population and MA Spending 

i B l l i i i D^mistratKto'W&ver'.Ttoe-Pmw 
Only During Time When Affected 
Children Are Placed Out-of-Home 
Into Foster Care by Child Welfare 

10/01/94 
thru 

12/31/94 
(3 mos) 

CY 1995 
(12 mos) 

CY 1996 
(12 mos) 

CY1997 
(12 mos) 

01/01/98 
thru 

6/30/98 
(6 mos) 

07/01/98 
thru 

12/31/98 
(6 mos) 

CY 1999 
(12 mos) 

CY2000 
(12 mos) 

CY2001 
(12 mos) 

CY2002 
(12 mos) 

01/01/03 
thru 

06/30/03 
(6 mos) 

Grand 
Total 

5-Year 
Waiver 

Children 
WithOUT 
Waiver 

Children 
WithOUT 
Waiver 

Trending: % Change from previous year (N/A) 3.3% 1.8% 
(base yr) 

1.4% 2.8% (same= 
CY98) 

2.8% . 2.8% 2.8% 2.8% 2.8% (N/A) 
Children 
WithOUT 
Waiver 

MA-FFP % for each CY 60.2163% 59.8400% 59.4363% 59.0238% , 58.7513% (same= 
CY98) 

58.6225% 58.6225% 58.6225% 58.6225% 58.6225% (N/A) 

Children 
WithOUT 
Waiver 

Children Placed Out-
of-Home Into Foster 
Care by Child Welfare. 
These are the Children 
Who Were Removed 
From the Homes of the 
Parents Described 
Above. 

***avg$/mo(AF) = $433.63 $447.94 $456.00 $462.38 $475.33 $475.33 $488.64 $502.32 $516.39 $530.85 $545.71 (N/A) 

Children 
WithOUT 
Waiver 

Children Placed Out-
of-Home Into Foster 
Care by Child Welfare. 
These are the Children 
Who Were Removed 
From the Homes of the 
Parents Described 
Above. 

***avg $/mo 
(FFP) = 

$261.11 $268.05 $271.03 $272.92 $279.26 $279.26 $286.45 $294.47 $302.72 $311.20 $319.91 (N/A) 

Children 
WithOUT 
Waiver 

Children Placed Out-
of-Home Into Foster 
Care by Child Welfare. 
These are the Children 
Who Were Removed 
From the Homes of the 
Parents Described 
Above. 

member months= 
7,350 

29,858 30,968 30.697 16,132 17.631 38.697 41,024 40,697 40,012 20,005 198.066 

Children 
WithOUT 
Waiver 

Children Placed Out-
of-Home Into Foster 
Care by Child Welfare. 
These are the Children 
Who Were Removed 
From the Homes of the 
Parents Described 
Above. 

"total spending 
(FFP) = 

$1,919,159 $8,003,435 $8,393,296 $8,377,753 $4,505,077 $4,923,747 $11,084,788 $12,080,610 $12,319,721 $12,451,532 $6,399,777 $59,260,175 

Children 
WithOUT 
Waiver 

Children 
WithOUT 
Waiver 

Trending: % Change from previous year (N/A) 3.3% 1.8% 
(base yr) 

1.4% 2.8% (same= 
CY98) 

2.8% 2.8% 2.8% 2.8% 2.8% (N/A) 

Children 
WithOUT 
Waiver 

MA-FFP % for each CY 60.2163% 59.8400% 59.4363% 59.0238% 58.7513% (same= 
CY98) 

58.6225% 58.6225% 58.6225% 58.6225% 58.6225% (N/A) 

Children 
WithOUT 
Waiver 

Children Placed Out-
of-Home Into Foster 
Care by ChUd Welfare. 
These are the Children 
Who Were Removed 
From the Homes of the 
Parents Described 
Above. 

***avg $/mo (AF)= $433.63 $447.94 $456.00 $462.38 $475.33 $475.33 $488.64 $502.32 $516.39 $530.85 $545.71 (N/A) 

Children 
WithOUT 
Waiver 

Children Placed Out-
of-Home Into Foster 
Care by ChUd Welfare. 
These are the Children 
Who Were Removed 
From the Homes of the 
Parents Described 
Above. 

***avg $/mo 
(FFP) = 

$261.11 $268.05 $271.03 $272.92 $279.26 $279.26 $286.45 $294.47 $302.72 $311.20 $319.91 (N/A) 

Children 
WithOUT 
Waiver 

Children Placed Out-
of-Home Into Foster 
Care by ChUd Welfare. 
These are the Children 
Who Were Removed 
From the Homes of the 
Parents Described 
Above. 

member months= 
4,675 

19,061 19,338 19,889 
9,895 

9,873 19,746 19,746 19,746 19,746 9,873 98,730 

Children 
WithOUT 
Waiver 

Children Placed Out-
of-Home Into Foster 
Care by ChUd Welfare. 
These are the Children 
Who Were Removed 
From the Homes of the 
Parents Described 
Above. 

"total spending 
(FFP)= 

$1,220,816 $5,109,178 $5,241,276 $5,428,013 $2,763,249 $2,757,226 $5,656,277 $5,814,653 $5,977,463 $6,144,832 $3,158,444 $29,508,896 

Children 
WithOUT 
Waiver 
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Exhibit 5-E: Temporary Absence MA-Eligibility Waiver Cost Neutrality - Comparing Parents and Children on Population and MA Spending 

Only During Time When Affected 
Children Are Placed Out-of-Home 
Into Foster Care by Child Welfare 

10/01/94 
Thru 

12/31/94 
(3 mos) 

CY 1995 
(12 mos) 

CY 1996 
(12 mos) 

CY 1997 
(12 mos) 

01/01/98 
thru 

6/30/98 
(6 mos) 

07/01/98 
thru 

12/31/98 
(6 mos) 

CY 1999 
(12 mos) 

CY2000 
(12 mos) 

CY 2001 
(12 mos) 

CY2002 
(12 mos) 

01/01/03 
thru 

06/30/03 
(6 mos) 

Grand 
Total 

5-Year 
Waiver 

Children mmmmim With 
Waiver 

Trending: % Change from previous year (N/A) 3.3% 1.8% 
(base yr) 

1.4% 2.8% (same= 
CY98) 

2.8% 2.8% 2.8% 2.8% 2.8% (N/A) 

MA-FFP % for each CY 60.2163% 59.8400% 59.4363% 59.0238% 58.7513% (same= 
CY 98) 

58.6225% 58.6225% 58.6225% 58.6225% 58.6225% (N/A) 

Children Placed Out- ***avg $/mo (AF)= $433.63 $447.94 $456.00 $462.38 $475.33 $475.33 $488.64 $502.32 $516.39 $530.85 $545.71 (N/A) 
of-Home Into Foster 
Care by Child Welfare. 

***avg $/mo 
(FFP) = 

$261.11 $268.05 $271.03 $272.92 $279.26 $279.26 $286.45 $294.47 $302.72 $311.20 $319.91 (N/A) 

These are the Children 
Who Were Removed 

member months = 7,350 29,858 30.968 30,697 16,132 17,574 37,583 37,100 32,728 30,790 15,394 171,168 

From the Homes of the 
Parents Described 
Above. 

"total spending 
(FFP)= 

$1,919,159 $8,003,435 $8,393,296 $8,377,753 $4,505,077 $4,907,679 $10,765,759 $10,924,878 $9,907,459 $9,581,660 $4,924,662 $51,012,098 

CHILDREN (Out-St3l 
Trending: % Change from previous year (N/A) 3.3% 1.8% 

(base yr) 
1.4% 2.8% (same= 

CY98) 
2.8% 2.8% 2.8% 2.8% 2.8% (N/A) 

MA-FFP % for each CY 60.2163% 59.8400% 59.4363% 59.0238% 58.7513% (same= 
CY 98) 

58.6225% 58.6225% 58.6225% 58.6225% 58.6225% (N/A) 

Children Placed Out- ***avg $/mo(AF) = $433.63 $447.94 $456.00 $462.38 $475.33 $475.33 $488.64 $502.32 $516.39 $530.85 $545.71 (N/A) 
of-Home Into Foster 
Care by Child Welfare. 

***avg $/mo 
(FFP) = 

$261.11 $268.05 $271.03 $272.92 $279.26 $279.26 $286.45 $294.47 $302.72 $311.20 $319.91 (N/A) 

These are the Children 
Who Were Removed 

member months = 4,675 19,061 19,338 19,889 9,895 9,701 17,054 14,540 14,511 14,511 7,255 77,572 

From the Homes of the 
Parents Described 
Above. 

"total spending 
(FFP) = 

$1,220,816 $5,109,178 $5,241,276 $5,428,013 $2,763,249 $2,709,001 $4,885,132 $4,281,635 $4,392,716 $4,515,712 $2,321,076 $23,105,273 

mmmmm mam 
*** = These average monthly $ amounts for Children are the average paid per child per month (MA Fee-for-Svc), exclusively for MA Targeted Case Management (MA-TCM) reimbursement for Child Welfare foster care 

case management activities. These average monthly MA-FFS payments do not factor in length of episode of care 
For consistency, all foster care case management expenditures are shown as reimbursed under the MA-TCM benefit, but prior to waiver implementation. Tide IV-E is actual revenue source for foster care case 
management. However, Tide 19 will become actual revenue source for this foster care case management, and because no waiver is required to do so, these MA-TCM expenditures are shown in both with-waiver and 
without-waiver scenarios 

Children 
With-
Waiver 
Minus 
Children 
WithOUT 
Waiver 

Only During Time When Affected 
ChUdren Are Placed Out-of-Home Into 
Foster Care by Child Welfare 
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Exhibit 5-E: Temporary Absence MA-Eligibility Waiver Cost Neutrality - Comparing Parents and Children on Population and MA Spending 

Total 
Waiver 
Cost-
Neu-
trality 

Only During Time When Affected 
Children Are Placed Out-of-Home 
Into Foster Care by Child Welfare 

10/01/94 
thru 

12/31/94 
(3 mos) 

CY1995 
(12 mos) 

CY 1996 
(12 mos) 

CY 1997 
(12 mos) 

01/01/98 
thru 

6/30/98 
(6 mos) 

07/01/98 
thru 

12/31/98 
(6 mos) 

CY1999 
(12 mos) 

CY2000 
(12 mos) 

C Y 2001 
(12 mos) 

$0 $0 $0 $0 $0 $1,459,340 $3,011,497 $2,929,304 $2,725,106 

$0 $0 $0 $0 $0 ($64,292) 

$0 $0 $0 $0 $0 $1,395,048 

($1,090,174) 

$1,921,322 

($2,688,750) 

$240,554 
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Exhibit 5-F 
SUMMARY COMPARISON OF COSTS - WITH AND WITHOUT WAIVER 

AFDC/HEALTHY START MEDICAID COSTS WITHOUT WAIVER 

5-Year Historical Data 
Waiver Years 

AFDC < Age 19 
1 

$94,022,218 $90,842,474 $81,883,217 $71,620,966 

Base Year 

$55,933,329 

Based on Actual 
Jan-Oct Mbr Mos 

2.05% 
Rate Incr 

$25,809,106 $16,281,822 

2.25% Aimu d Rate Increase Assumed 

$16,361,180 $16,729,306 $17,105,715 $17,490,594 $17,884,132 
AFDC > = Age 19 $109,345,299 $107,660,050 $101,740,728 $86,153,576 $69,986,763 $32,293,729 $20,372,684 $20,471,980 $20,932,600 $21,403,583 $21,885,164 $22,377.580 
Healthy Start Children 
< Age 19 

$17,250,982 $24,965,478 $28,392,182 $29,711,307 $32,114,541 $14,818,492 $9,508,652 $9,393,894 $9,605,256 $9,821,374 $10,042,355 $10,268,308 

Healthy Start PW All 
Ages 

$24,417,513 $31,931,319 $29,359,887 $27,257,815 $28,316,170 $13,065,824 $8,327,796 $8,282,825 $8,469,188 $8,659,745 $8,854,589 $9,053,817 

FFS Total: All Elig 
Categories 

$245,036,012 $255,399,321 $241,376,014 $214,743,665 $186,350,803 $85,987,151 $54,490,955 $54,509,878 $55,736,350 $56,990,418 $58,272,702 $59,583,838 

5-Year Historical Data Based on Actual Waiver Years 
Base Year Jan-Oct '97 

Enrlmt 
No Rate Incr 2.25% Annukl Rate Increase Assumed 

mmm AFDC < Age 19 $103,001,513 $107,729,116 $116,518,922 $129,116,337 $130,906,045 $135,173,367 $116,972,144 $113,238,223 $115,786,083 3 118,391,270 $121,055,074 $123,778,813 
AFDC > = Age 19 $44,081,176 $45,727,807 $48,481,762 $53,540,683 $52,841,118 $54,563,652 $47,216,604 $45,709,381 $46,737,842 $47,789,444 $48,864,706 $49,964,162 
Healthy Start Children 
< Age 19 

$1,159,781 $5,197,886 $9,398,821 $10,237,565 $14,541,269 $57,880,196 $96,040,151 $106,547,558 $108,944,878 M l 1,396,138 $113,902,551 $116,465,359 

Healthy Start PW All 
Ages 

$818,156 $2,946,343 $4,465,768 $4,812,659 $6,827,264 $22,970,922 $45,625,348 $48,092,222 $49,174,297 $50,280,719 $51,412,035 $52,568,806 

FFS Total: 
All Elig Categories $149,060,626 $161,601,152 $178,865,272 $197,707,244 $205,115,696 $270,588,137 $305,854,247 $313,587,385 $320,643,101 ! 327,857,571 $335,234,367 $342,777,140 

m 
HM mm | P l l f I 

-

mmm BadgerCare | 
Annual Cost - Services for children $3,517,167 $31,340,129 $35,864,815 $35,807,371 $33,544,777 $15,319,971 
Annual Cost - Services for adults $3,760,859 $35,901,717 $40,459,381 $39,835,083 $36,803,943 $16,604,785 
Total Costs - BadgerCare | $7,278,027 $67,241,846 $76,324,196 $75,642,454 $70,348,720 $31,924,756 
Temporary Absence Foster Children 
Annual Cost for Children** $21,912,789 $22,939,825 $23,390,188 $25,445,074 $28,557,405 $30,526,271 $31,211,881 $31,722,231 $16,304,697 
Annual Cost for Parents $0 $0 $0 $0 $0 $0 $0 $0 $0 
Total for Temporarily Absence Foster Children $21,912,789 $22,939,825 $23,390,188 $25,445,074 $28,557,405 $30,526,271 $31,211,881 $31,722,231 $16,304,697 

I 

WW' ": 

18111 11811 1 1 1 1 1 1 1 ' 1 I ~ 
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MEMO 

TO: Gary Claxton, Cheryl Austein, Debbie Chang, Dan Able 
FR: Cindy Mann, Vicky Pulos and Joan Alker 
RE: Medicaid crowd out policies for CHIP expansion groups 
DATE: January 11, 1999 

As per our previous discussions, attached is a memo explaining our concern with the legal 
interpretation that underlies the decision to allow waiting periods in Medicaid for CHIP 
expansions and our suggestions for alternate ways to allow such policies. We believe this 
interpretation is not necessary in order to approve crowd out policies in Medicaid expansions and 
that it sets a damaging precedent that could undermine essential features of the Medicaid 
program. 

It is possible for HCFA to approve crowd out policies either through the section 1115 
waiver'process or possibly through an interpretation of that aspect of the definition of targeted 
low-income children that requires such children to be "uninsured.'| For the reasons explained in 
the attached memo, the waiver process is preferable. Under eitK^f*alternative, crowd out policies 
can be permitted for Medicaid CHIP expansions without undermining essential components of 
the Medicaid statute and the protections that federal law assures to all Medicaid-eligible children, 
including those covered through Medicaid CHIP expansions. HCFA's current interpretation 
that relies on the "determined eligible" language in section 2110 stretches the statute beyond its 
plain meaning, contravenes longstanding Medicaid rules, and opens the door for state-imposed 
restrictions on eligibility, including enrollment caps. This is clearly not what was intended either 
by the new law or by the Administration's efforts to protect against crowd out. 

Thank you for being attentive to this important issue and open to our suggestions. We 
look forward to talking to you about this issue once you have had an opportunity to review the 
memo. 



MEMO 

TO: Interested Parties 
FR: Cindy Mann, CBPP and Vicky Pulos and Joan Alker, Families USA 
RE: State authority under Title XIX to create waiting periods before uninsured 

children can be enrolled in Medicaid 
DATE: January 11, 1999 

In an effort to allow states to impose anti-crowd out waiting periods in Medicaid 
CHIP expansions, HCFA has apparently determined that states are permitted to impose 
conditions of eligibility for the targeted low income child Medicaid coverage group 
(section 1905(u)(2)) that are not otherwise permissible under Medicaid. Leaving aside 
any concerns about waiting periods for Medicaid-eligible children, this interpretation of 
federal law has very troubling implications. It contravenes longstanding Medicaid rules 
that prohibit states from creating eligibility conditions not specifically authorized by 
federal law, and it violates the principle that if a state elects the Medicaid option for its 
CHIP expansion, all of the requirements and protections of the Medicaid program, 
including the Medicaid entitlement, apply. 

Specifically, HCFA has allowed a few states, including Maryland and Missouri, 
to impose waiting periods without insurance as a condition of eligibility in the Medicaid 
program for their expansion group. HCFA may also have approved a new Medicaid 
condition of eligibility for Idaho. As described in the Idaho state plan, the state would be 
permitted to deny Medicaid coverage to otherwise eligible uninsured children in the 
expansion group who were not previously insured but who the state determines may have 
access to employment-based insurance. All of these states used their Title XXI funds to 
expand their Medicaid programs under section 1905(u)(2). 

This memo reviews HCFA's initial interpretation of federal law that allowed these 
state policies and the implications of this interpretation. It then considers alternative 
avenues which might allow anti-crowd out waiting periods but that would not give rise to 
such troubling consequences. This memo takes no position on whether allowing waiting 
periods in Medicaid is a good idea; it is intended only to explain why it is critical that if 
HCFA allows states the authority to impose waiting periods in Medicaid for the 
expansion population that it not rely on an interpretation of federal law that would permit 



states to impose other eligibility conditions and limitations that are not otherwise 
authorized by federal law. 

HCFA's Rationale 

In an attempt to identify a legal basis for anti-crowd out provisions in states with 
Medicaid CHIP expansions, our understanding is that HCFA has at least initially 
determined that the new Medicaid eligibility category created by the child health law (the 
1905(u) category) permits states to impose eligibility criteria in addition to those 
otherwise authorized under federal Medicaid law so long as such criteria are consistent 
with the purposes of Title XXI. So far, states have only sought to adopt additional 
eligibility criteria that address the problem of crowd out. However, the rationale that 
HCFA relies on to support these crowd out provisions clearly opens the door for other 
eligibility restrictions that states may wish to impose. 

The Balanced Budget Act of 1997 created a new Medicaid coverage group at 
1905(u)(2) that is subject to enhanced federal match. The Medicaid statute defines the 
new group as consisting of an optional targeted low-income child as defined in 
2110(bXl). 

Section 2110(b) (1) states in pertinent part: 
(1) Subject to paragraph (2), the term 'targeted low-income child' means a child -

(A) who has been determined eligible by the State for child health 
assistance under the State plan, 

(B) Who is a low-income child, .. .and 
(C) Who is not found to be.. .covered under a group health plan or under 

health insurance coverage .... 

HCFA has at least tentatively concluded that the language in section 
2110(b)(1)(A), which describes a targeted low-income child as one who has been 
determined eligible by the State for child health assistance, permits states to impose 
additional eligibility requirements to the extent that these requirements are consistent with 
Title XXI. Crowd out eligibility conditions are consistent with Title XXI, according to 
HCFA's analysis, because they are specifically mentioned in section 2102(b). Section 
2102(b)(3)(C) requires the state child health plan to include provisions that assure "that 
insurance provided under the State child health plan does not substitute for coverage under 
roup health plans." 

By interpreting the "determined eligible" language in section 2110 to allow states 
to impose their own eligibility criteria for Medicaid expansion groups and relying on 
section 2102 to set the parameters of the additional eligibility criteria that can be applied, 
HCFA's interpretation of the CHIP statute opens the door for eligibility restrictions that go 
well beyond crowd out policies. Section 2102(b)(1)(A) permits states broad discretion to 



impose eligibility criteria in their non-Medicaid TITLE XXIprograms, including criteria 
restricting coverage to certain geographic areas or limiting the duration of eligibility. 
Once HCFA permits states to adopt additional eligibility criteria in their Medicaid 
programs under these provisions, there appears to be no statutory basis for HCFA to 
prevent states from further limiting Medicaid eligibility. HCFA's reading of the statute 
would seem to permit states to limit Medicaid eligibility to only some regions in the state 
and to allow states to impose Medicaid time-limits or enrollment caps for the expansion 
population. 

HCFA's Interpretation Is Not Consistent with the Plain Meaning of the Statute or 
Congressional Intent and Undermines Longstanding Principles of Federal Medicaid 
Law 

It has long been established that federal law sets the parameters of the eligibility 
rules that can be imposed by states in the Medicaid program. This aspect of the federal-
state partnership under Title XIX prevents states from covering populations that are not 
specifically authorized under Title XIX and it also prevents states from imposing 
additional eligibility criteria in their Title XIX programs that would keep individuals 
eligible under federal law from participating in the program. This longstanding principle 
assures that states cannot narrow the scope of the federal entitlement or eliminate it 
altogether, for example, by establishing time limits and enrollment caps. 

Nothing in the child health law was intended to alter this fundamental aspect of 
federal Medicaid law. The BBA gave states two options for expanding coverage: creating 
or expanding a non-Medicaid program that meets the criteria described in Title XXI or 
expanding the Medicaid program in accordance with criteria allowable under Title XIX. 
The point of intersection between the two options is the definition of a targeted low 
income child. That definition does not authorize states to adopt additional eligibility 
criteria in its Medicaid program that are not otherwise authorized by federal law; it merely 
acknowledges that children who are eligible as "targeted low-income children" must be 
found eligible by the state based on all applicable criteria. In the case of a non-Medicaid 
program, the eligibility criteria otherwise applicable are those allowed under section 2102. 
In the case of the Medicaid option, the eligibility criteria otherwise applicable are those 
specified in Title XIX or other statutes explicitly relating to Medicaid. 

The eligibility criteria specifically addressed in the definition of targeted low-
income child relate to age, income, insurance status, and ineligibility for Medicaid criteria 
in effect on a specified date. Obviously this was not intended to be an exclusive list of 
eligibility criteria for a child to qualify for an enhanced matching payments under the 
Medicaid program. The child must otherwise be "determined eligible" for Medicaid. For 
example, federal law explicitly applicable to Medicaid imposes eligibility criteria related 



to citizenship and immigration status, and the Medicaid statute itself imposes eligibility 
criteria related to residence within the state and to asset ownership. These are the kinds of 
eligibility criteria, otherwise applicable to Medicaid coverage, which also apply to the new 
Medicaid category of targeted low-income children. 

When Congress wanted to accord states the discretion to adopt their own eligibility 
criteria for the children it would cover with the new block grant funds, it did so clearly and 
explicitly, as it did in the context of Title XXI non-Medicaid programs. Section 
2102(a)(5) authorizes states seeking payment under 2105 (non-Medicaid) to adopt 
"eligibility standards consistent with subsection (b)." Section 2102 (b) describes 
permissible types of eligibility criteria for the new block grant programs, such as standards 
relating to geographic areas to be served, that are not permissible in Medicaid. It is 
particularly unlikely that Congress would have intended the "determined eligible" 
language in section 2110 to be an open-ended invitation for states to impose their own 
eligibility standards in the Medicaid program. 

Under the BBA, Congress intended to give states a choice between the traditional 
Medicaid entitlement and a block grant approach. Prior to passage of the new legislation, 
Congress debated the merits of a Medicaid approach versus a block grant approach. The 
resulting compromise was intended to offer a Medicaid entitlement option at the same 
time that states were given the choice of a non-entitlement option. Any interpretation of 
the statute that would open up the Medicaid program to new restrictions not specifically 
authorized by federal law, including restrictions that could undermine the Medicaid 
entitlement, is clearly not consistent with the delicate compromise arrived at in the 
legislation. 

Options Under Federal Law That Might Permit States to Impose Crowd Out Rules. 

There are three possible interpretations of federal law that might provide an 
alternate legal basis for state anti-crowd out rules in Medicaid CHIP expansions. 

The Waiver Option 

The interpretation consistent with our understanding of federal law and 
Congressional intent is that the statute does not permit states to impose waiting periods for 
Medicaid expansion groups but that anti-crowd out policies would be permitted through 
the section 1115 waiver process. This interpretation of federal law is consistent with the 
legislative history of the new law as described above and does not run the danger of 
creating new and troubling legal precedents. In addition, the 1115 waiver process gives 
HCFA a seat at the table when state crowd out policies are designed. By contrast, if the 
statute is interpreted to allow states to impose anti-crowd out mechanisms, HCFA's 
authority to approve the parameters of a state's anti-crowd out policy would be 
circumscribed. For example, i f states had the option to impose waiting periods under the 



statute, HCFA would have very limited authority to assure that reasonable exemptions to 
the waiting periods were allowed. Anther advantage to the waiver approach is that 
waivers are time-limited and, at least theoretically, require an evaluation of the policy 
which is the subject of the waiver. This is particularly appropriate in the context of crowd 
out policies where there are important questions about whether and to what extent 
publicly-financed coverage expansions affect the availability of affordable private 
coverage for low-income children. 

These advantages from the federal perspective would clearly be perceived as 
disadvantages from the states' perspective, but if HCFA were to make it clear that crowd 
out waivers for states that had expanded substantially through Medicaid were consistent 
with Congressional intent and, as such, would be "welcome" and promptly reviewed, state 
resistence could be minimized. Waivers could be offered to the states which already 
believe they have approval to impose anti-crowd out waiting periods in Medicaid. 

The definition of "uninsured" child may permit states to impose crowd out 
policies in Medicaid 

Alternatively, a more narrow reading of the definition of "targeted low-income 
child" than the one HCFA has relied on might permit crowd out policies in Medicaid 
without opening the door to other, unauthorized, eligibility criteria. The overall purpose 
of the children's health insurance provisions was to reduce the number of uninsured 
children. For this reason, the definition of targeted low-income child provides at section 
2110(1 )(C) that children eligible for the new block grant funding must be uninsured. The 
language used is in the present tense and therefore may not seem to authorize a period 
without insurance as a condition of eligibility. However, given Congressional intent to 
prevent crowd out, it may be reasonable for HCFA to interpret this language as permitting 
anti-crowd out waiting periods. 

Basically, HCFA could rely on this statutory provision to allow states some 
latitude in defining "uninsured" in light of Congressional concern over crowd out. The 
Secretary could determine that states have the authority to deny coverage to children who 
drop private coverage for the purpose of evading the statutory requirement and qualify for 
coverage as an "uninsured" child. To prevent this kind of evasion, states could be 
permitted to develop reasonable definitions of "uninsured" to include periods in which a 
child might have been insured but for the dropping of private coverage that cannot 
otherwise he explained. In our view, whatever the weaknesses may be in this language in 
terms of supporting state anti-crowd out provisions, it seems clear that this language 
provides stronger support for a crowd out waiting period than does the "determined 
eligible" language in section 2110(1)(A). 



The advantage of this interpretation is that it is rooted in statutory language that 
specifically addresses the problem of crowd out, and thus it does not in any way open the 
door to additional eligibility criteria inconsistent with the Medicaid entitlement. In 
contrast to the waiver approach, however, it would allow waiting periods for children who 
lacked insurance coverage without any of the review or evaluation components that are 
part of a waiver approach. 

Medicaid children uninsured for a specified length of time may constitute a 'reasonable 
classification' under Title XIX 

A much less satisfactory approach would be to interpret another provision in Title 
XIX that allows states the authority to cover "reasonable categories" of children to permit 
states to impose a period without insurance as a condition of eligibility in order to 
discourage crowd out. This approach has been suggested by HCFA as possibly resolving 
the crowd out issue, but it also would allow other state-imposed restrictions in Medicaid 
and thus is troubling because it may not solve the key problem associated with the 
"determined eligible" interpretation. 

Section 1902(a)(10)(A)(ii) gives states the option of providing Medicaid as 
categorically needy to any group or persons described in 1905(a) who are not mandatory 
eligibles. Among these optional categorically needy groups are children under age 21, 
commonly known as "Ribicoff children." The implementing regulations provide that 
states may offer Medicaid to individuals under age 21 or reasonable categories of such 
individuals who are not receiving cash assistance, but who meet the income and resource 
requirements of the State's AFDC plan. 42 CFR 435.222. The regulation lists "examples" 
of reasonable classification, including certain children in foster care, in subsidized 
adoptions, and in certain institutional settings. 

The so-called Ribicoff group of children is not limited to children with incomes or 
resources below traditional AFDC standards; see preamble to the final rule adopting 42 
CFR 435.222, January 19, 1993. A state, therefore, might be able to cover children in its 
Medicaid CHIP expansion under this category and receive the enhanced CHIP matching 
rate assuming the children otherwise met the definition of targeted low-income children. 
By relying on the "reasonable categories" provision applicable to this eligibility group, the 
Secretary could then approve a state's election to limit coverage to children who would 
not otherwise be eligible for Medicaid and who have been without insurance for a certain 
period of time. 

Opening the door to the "reasonable classifications" provisions, however, may 
invite state proposals for creating other categories of children (ie., limitations) that go 
beyond the issue of crowd out. Unlike the waiver option which can be limited by federal 
negotiation, or the statutory option based on section 2110(B) which is explicitly limited to 
eligibility rules relating to insurance status, this option might suggest to states new 
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opportunities to evade other Medicaid requirements so long as they could justify the 
limitation as a "reasonable category." For example, a state might argue that a geographic 
limitation was reasonable because only some counties in the state were prepared to 
contribute to the cost of expanded Medicaid coverage. 

Conclusion 

Concern over crowd out should not prompt HCFA to approve policies that deny 
Medicaid coverage to children who have no access to affordable health care or to interpret 
federal law in such a way that undermines the federal law guarantees that are a central 
feature of the Medicaid program. Alternative interpretations of federal law that would 
permit states to adopt reasonable crowd out policies in the even that they substantially 
expand coverage through Medicaid can accommodate the concern about crowd out 
without putting basic Medicaid principles at risk. We believe the waiver route is the better 
alternative; it is supported by the statutory language and allows HCFA the leeway it seeks 
to allow reasonable crowd-out policies for Medicaid CHIP expansions. 


