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The Ickes & Enright Group

Suite 600 Phane: 202-887-6726
1300 Connecticut Ave., N.W. Fax: 202-223-0358

washington, D.C. 20036-1703 jenright@griffinjohnson.com

29 AUGUST 2000

MEMORANDUMTO  CHRIS JENNINGS~

2
FROM JANICE ENRIG Tf
RE DRAFT GUIDELINES FOR

MEDICAID’S ADMINISTRATIVE
OUTREACH CLAIMING PROGRAM

Chris, in anticipation of Thursday’s meeting, we had a meeting today with the
American Association of School Administrators, the Narional School Bpard Association,
and Deloitte Consulting, to discuss the comments and reaction to the drafr guidelines
which were circulated several weeks ago 1o the associations, including the Council of the
Grear City Schools.

As a result of the review and the comments of all parties, a revised version of the -
draft claiming guide is being produced. T would gladly have it delivered to you prior to

the meeting if you think it conducive to a more productive meeting on Thursday. Please
ler me know.

Amntached is a list of goals which were agreed upon for the Thursday (31 August)
meeting. [ transmit them 1o you for your review with the sincere hope thar they will help
you to meet your goal of having a productive, substantive, constructive meeting.

In addidon, | attach a memorahdum from Sara Rosenbaum, dated July 28, 2000,
which describes her response 1o the drafi guidelines referred to above.

Sent by fax 1o 202-456-3557

FAX DATE: %’,/267 T/m) L
ro.J 1o _Doan 7@/%,@(5

. Iy : ﬁ?’)/b%_
FAX #: é’jb-) ?/

FPOM: ICKES OR ENRIGHT
242-887-6726 _—
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GOALS FOR 8/31/00 MEETING

1. Get the Administrative Claiming program going within a specific, short-term
deadline:

o Claims are being deferred indefinirely;
¢ Stare plans are not being approved.

N2

Guarantee protection and access 10 service for Medicaid-eligible and Medicaid-
eligible disabled children, as current law requires.

97

Agree 1o a set of simple guidelines, like the current working draft, which:

s Was reviewed favorably by all of the education groups represented here;
e Was reviewed favorably by independent expert, Sara Rosenbaum;

e Isresponsive to GAQ concerns about integrity and responsibility;
L ]

Most importantly, requires that HCFA approve all claiming programs (a primary
GAO concern).
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Memorandum

Toa: Nick Penning
Fr: Sara Rosenbaum

Re: Review of second draft of the administrative claiming guide

Date: July 28, 2000

] have had a chance 10 review the second draft of the
administrative claiming guide.

In general

In my view this version is a significant improvement over the prior
version, although a couple of significant issues remain, This version is
reasonably clear and for the most part limits its reach to administrative
claiming martters only. (As you may recall, the prior version of the Guide
not only was confusing but more ijmportantly, failed to lmit its
discussion to administrative activities. As a result, the first version
appeared to incorrectly classify certain classes of covered medical
assistance services as completely non-reimbursable, simply because
they are not administrative services. If a service meets the definition of
“medical assistance” under §1905(d) and is furnished to an eligible and

‘enrolled child by a qualified participating provider, it is reimbursable,

regardless of whether it qualifies for reimbursemenrt under administrative

claiming principles as well (some services can have a dual nature, as this
version of the guide points out).

Specific Comments

Prior approval of “school-based administrative claiming programs.”
The major change in current policy that the guide appears to make is the
imposition of a pre-approval requircment for “school-based”

F-283
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administrative expenditures). According to HCHA, prior approval is not

explicitly required by the statute or regulations, but the agency appears
to want to institute such a policy.

I consider this alteration to fall within the changes in federal
administrative practices that the agency can institure without going
through a rulemaking; your staff or counsel may differ. However, 1 do
feel that the circumstances under which prior approval will be required
are ambiguous in certain respects, and the agency’s policy needs
clarification before it .can be put into place. 1 elaborate on this issue
below, along with offering further comments.

Ambiguity in the reach of the guide: This version does a better job of
clarifying that it is not intended for application to medical assistance
services. However, in at least two places the document appears to state
that HCFA can in fact deny FFP for activities that constitute permissible
medical assistance services under the statute. Any inference that this
Guide has any application to issues of payment for medical assistance

services, particularly in the area of medical case management, should be
removed.

1. The prior approval policy: To whom does it apply? The document (p.
11) talks about prior approval for “new programs”. Are all existing
programs to be considered “new programs”? Are new programs
limited to programs instituted for the first ime only after the effective

date of the change? How about an existing program that is
expanded?

2. “School-based:* What is a “school based” program for purposes of
prior approval? Is the program considered school based when the
administrative functions are carried out by employees of the school
district or specific schools? What if a school contracts with the local
health department or a health center {or even an independent health
professional} ta deploy nurses and other health professionals in the
school to carry out administrative activities along with the provision of
medical care? Does the fact that they work in a school mean that
their activities are “school-based” for purposes of pre-clearance?

3. Non-applicability to medical assistance services: The meaning of the
second sentence in the Conclusion section (p. 13): 1 do not know
what is meant by the sentence that reads “It is important to note that
to minimize the possibility of confusion, this Guide does not, except
where there are potential issues of overlap or duplication, address
requirements related to LEAS’ provision of direct medical services.” [f
a service can be reimbursed as a direct medical service and is billed
as such by the LEA (or its contractar}, then nothing in this guide has

F-283
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any relevance as far as 1 can tell, since the guide by definition does
not deal with medical assistance services. This sentence should be
omitred; I see no reason to even imply thar the materials in this guide
have any relevance to the question of how , when, and for what a
school health program can be paid for its medical care services.

The Guide should begin with a disclaimer (following the first sentence
in the introduction} that the guide does not address medical care
matters and that services that can be billed as medical services are

governed by completely different rules and methods that are not
discussed here.

In this regard, the materials on page 7 (non-reimbursable activities)
should either be revised or eliminated. The paragraph that begins
with the word “additionally” describes much of what constitutes
targeted case management under §1905(a)(19). Case management
assistance to obtain medical, educational, social and other services is
a type of medical assistance benefit to which all EPSDT children are
enritled. Because the purpose of EPSDT is preventive, the service does
not have to be medically necessary in the sense that it is necessary to
treat an illness or injury before there can be coverage. The very fact
that case management is necessary to promote healthy growth and
development and achieve the preveative goals of EPSDT is sufficient to
permit the service to be claimed as a medical assistance service. A
school nurse or other health worker could be paid to furnish targeted
case management to children whose needs include services that are

furnished through other health, educational, social and other
programs.

The ambiguity on page 7 regarding the term “non-reimbursable”
activities is heightened by the sentence in the conclusion regarding
the applicability of the guide to “overlapping” matters. These two
sections, in combination, seem to imply that the agency reserves the
right, however elliptical, to deny FFP either as a medical or
administrative expenditure, for the services and activities described
on page 7 in the sentence in quesdon. They may not be

administrative services, but they certainly are medical assistance in
my view.

F-283
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Suite 220

707 Lake Cook Road
Deerfield, llinois 60015-4932
Telephone: (847) 753-8500

Facsimile: (847) 753-8600
June 30, 2000

Timothy M. Westmoreland

Director, Center for Medicaid and State Operatlons
Health Care Financing Administration

7500 Security Boulevard

Baltimore, MD 21244-1850

Dear Mr. Westmoreland:

On behalf of the partners, directors and staff in the Deloitte Consulting school-based health care
billing practice, and the nearly 2,000 school districts that we serve as clients, we are pleased to
provide you with the attached comments regarding the draft Medicaid School-Based
Administrative Claiming Guide that was distributed for comment in February 2000.

Many of our clients have already submitted their comments to the several national associations
that were identified to compile, synthesize and forward comments to HCFA. As you know, we
have worked closely with our school district clients, and with the national associations as well, to
assist them in articulating their points of view and concerns. While we did not previously
provide written comments on behalf of Deloitte Consulting, preferring to assist our clients in
their efforts to do so, it was recently suggested by staff of the Senate Finance Committee that it
would be appropriate for Deloitte to submit comments. Since we have been advised that the
comment period has not been formally closed and the national associations have not yet been
provided with feedback regarding their submissions, we would like to take this opportunity to
‘convey our thoughts and suggestions regarding the draft guidelines.

Attached to this letter you will find a rather detailed analysis of the draft guidelines. We are
aware that that one consistent criticism of the draft is its tone and prescriptive negativism.
Therefore, we would like to make some suggestions with regards to how a draft claiming guide
can be more instructive, positive and useful to the constituency for which it is intended, the
schools. In this vein we would like to suggest that the guidance provided to the states and the
schools convey the following public policy principles:

Deloitte Touche A very different approach. For very different results.
Tohmatsu



. Mr. Timothy Westmoreland Page 2

1. Medicaid is a vital and prevalent funding source to reimburse schools for their
role in assisting the states’ with the proper and efficient administration of their
State Medicaid Plans.

2. Schools are effective and efficient at identifying “at risk” children who are in
need of or can benefit from health care and educational interventions.

3. Medicaid is a federal program that is financed and administered in partnership
with the states and accordingly recognizes the flexibility and discretion states
require to effectively and efficiently administer the Medicaid program.

4. Schools are an important constituency whose interests and points of view as
stakeholders should be incorporated in any claiming guidance provided to the
states. '

5. Regardless of purpose, Individuals with Disabilities Education Act (IDEA)
related activities performed by schools do result in children obtaining access
to needed health care and therefore are in support of the State Medicaid Plan
and should be reimbursed.

6. States that have requested review of Medicaid Administrative Claiming programs
should be approved by HCFA for reimbursement under existing rules, on an
interim basis, until the claiming guidance is finalized.

An overarching principle that should be considered in preparing the claiming guide is that it
should provide guidance consistent with the federal and state partnership that characterizes the
Medicaid program. Since Medicaid is a jointly funded program, states are entitled to and require
the flexibility to design and implement programs that best suit the unique circumstances and
needs of each state. For example, the differences between large and small, rural and urban
.schools districts within states must be accounted for. When it comes to addressing the health
needs of needy and disabled children, the flexibility of a state to tailor its approach is even more
important. Just as federal education statutes establish certain mandates and requirements that
schools throughout the country must meet, each state and its local education agencies have a high
degree of flexibility in establishing standards and program requirements to assure children in
their schools are provided an appropriate education.

With regards to Medicaid Administrative Claiming, a sound approach is one that establishes
clear policy objectives regarding program and fiscal integrity, effectiveness and efficiency to
which states are expected to adhere. Within those policy objectives, states should have the
discretion to tailor their program to address the respective needs of their schools and Medicaid
beneficiaries.

We recommend a process in which school districts of all sizes and locales, HCFA, Education
Department, respective national education associations and representatives of the interested
committees of the House and Senate and the White House are brought together to assure that the
voices of all stakeholders are heard. Additionally, we would be pleased to assist in and
participate in such a process. Some past attempts to assure a positive outcome have resulted in
adversarial or confrontational misunderstandings. Accordingly, we would like to help HCFA
work with the various stakeholders to develop a positive and consultative process that culminates
in guidance to the states that is supportive of the needs of all stakeholders.

Deloitte
Consulting
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All of us at Deloitte Consulting and the school districts we represent welcome the opportunity to
participate in this important process.

Respectfully submitted,

DELOITTE CONSULTING

DC/ij

Attachment
cc: American Association of School Administrators (AASA)
American Public Human Services Association (APHSA)
Council of the Great City Schools (CGCS)
Council of Chief State School Officers (CCSSO)
National Association of State Directors of Special Education (NASDSE)
National Schools Boards Association (NSBA)

Deloitte
Consulting



Medicaid School-Based Administrative Claiming Guide
Comprehensive Issue Analysis

A. Without inclusion of Early Periodic Screening, Diagnosis and Treatment (EPSDT)
administrative requirements, the scope of activities for which FFP is allowable is
greatly reduced. Consequently, schools will be forced to divert even more state and
local dollars from education uses to the provision of basic health care and related
support activities.

Citation: HCFA Draft Guidelines, Page 2, Section II. BASIS/AUTHORITY; A. Statute/Regulations

References/Comments:

EPSDT provisions are not included in the references/authorities cited above as being applicable
to claiming Medicaid reimbursement for the cost of school based administrative activities.
Because of the broad range of services and activities provided for under the EPSDT program,
much of the time and effort of school personnel related to administrative outreach is authorized
under the EPSDT program. Additionally, given Health Care Financing Administration’s
(HCFA) historical emphasis on the value of the EPSDT program as referenced below, it can only
be assumed that the omission of any reference to the EPSDT regulations was simply due to
oversight.

The HCFA Technical Assistance Guide, dated August, 1997, states, on page 9, that “children
under the age of 21 are entitled to the mandatory Federal Medicaid benefit known as Early and
Periodic Screening, Diagnostic and Treatment (EPSDT)...The goal is to assure that children's
health problems are diagnosed and treated as early as possible, before the problems become
more complex and treatment more costly .

Also in the HCFA Technical Assistance Guide - pages 10 & 11 “The following are required
EPSDT services (under Section 1905(r) of the Act):

o Screening Services
Vision Services
Dental Services
Hearing Services
Other necessary health care, diagnostic services and treatment services
Provision of medically necessary interperiodic screening — The referral for interperiodic
screening can be made by any health or developmental education personnel who comes
in contact with the child, within or outside the health care system...Because of the
proximity of schools to the target population, HCFA has always encouraged_the
participation in the Medicaid program as they can play a particularly useful role in
providing EPSDT services. School based services can represent an effective tool which
can be used to bring more Medicaid-eligible children into preventive and appropriate
follow-up care.

In addition, schools represent a wonderful opportunity for Medicaid outreach. That is because
schools are by definition “in the business of serving children,” they can be a catalyst for

Deloitte

Consulting Comprehensive Analysis - Page |



Medicaid School-Based Administrative Claiming Guide
Comprehensive Issue Analysis

encouraging otherwise eligible Medicaid children to obtain primary and preventative services,
as well as other necessary treatment services.”

B. It appears that the following guidelines prohibit states from utilizing a currently approved
program management structure that is based primarily on a multi-district consortium model.
The model is especially designed for school based programs to achieve several implementation
and management efficiencies including; reducing the administrative burden on the State;
assuring that all schools, regardless of size, have an equal opportunity to participate in and
benefit from the administrative outreach program; and reducing the time and paperwork
burden on the school personnel.

Citation: HCFA Draft Guidelines, Pages 3/4 Section IIl. INTERAGENCY AGREEMENTS - B.
Requirements:

“Any local education agency (LEA) or school that receives payments for administrative activities under
Medicaid may be acting as an agent or contractor for the State Medicaid Agency. To claim Federal
Junding for allowable administrative activities, there must be a formal intergovernmental/interagency
agreement between the LEAs or schools and the State Medicaid Agency”.

References/Comments:

The consortium model is designed to achieve several important program implementation and
management efficiencies specifically: Reduced administrative burden on the State due to the use
of a uniform methodology and utilization of statistical sampling methodologies to achieve valid
results while minimizing service interruption in the schools. Ultimately, consortium models
allow schools of all sizes to have an equal opportunity to participate efficiently and effectively. It
is important to note that this model can be adapted to meet the data collection and claim
calculation requirements of the state, and information is not aggregated at a state level where it
would distort the reimbursement received.

C. States’ ability and authority to design and implement a flexible program that
accommodates its unique needs are seriously limited. Additionally, although numerous
local public agencies receive administrative outreach reimbursement, only the schools
appear to be subject to these nationally standardized provisions.

Citation: HCFA Draft Guidelines, Page 5, Section IV. CONSTRUCTING TIME ACTIVITY
CODES — A. General: 2™ paragraph, last two sentences:

Subsection C provides standard activity codes developed in accordance with these principles. These
codes may be used by States, school districts, and schools as the basis for time studies, which would be
used to allocate administrative costs for purposes of making claims under the Medicaid program.

References/Comments:

Deloitte

Consultin
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Medicaid School-Based Administrative Claiming Guide
| Comprehensive Issue Analysis

This is one of several areas in which the draft guidelines appear to be establishing new policy
and are unusually prescriptive when viewed in the context of national application. While it is
acknowledged that broad, uniform guidelines need to be established for the administrative
outreach program, there are such significant demographic and economic differences among the
states that the flexibility to design and administer is essential to ultimate success of the program
on a state-by-state basis. Some of the primary factors that vary extensively from state to state
include: the extent to which schools are authorized to participate in a state’s existing Medicaid
program (FFS); the extent to which schools’ participation in the FFS program where available is
cost effective; the amount of state and local dollars that are expended per capita for public
education (some states such as Michigan commit almost twice as much money per student than
do other states, such as Texas); and the broader and higher age ranges and income eligibility
limits that some states have established.

D. The draft guidelines reinterpret existing statutes and regulations through their lack
of acknowledgement of EPSDT and its broader role in defining proper and efficient
administrative activities.

Citation: HCFA Draft Guidelines, Page 6, Section IV: CONSTRUCTING TIME ACTIVITY

CODES - B. 1. Proper and Efficient Administration last para:

The principle of proper and efficient administration must be applied in developing time study activity
codes. For example, outreach activities would be considered to be in support of the Medicaid program if
they were in regard to explaining Medicaid requirements. By contrast, outreach with respect to
explaining the requirements of education program requirements would not be in support of the Medicaid
program and must be separately accounted for.

Citation: HCFA Draft Guidelines, Page 6, Section IV CONSTRUCTING TIME ACTIVITY
CODES - B. 2. Claiming for Allowable Activities Only:

Medicaid does not pay for administrative expenditures related to, or in support of, services that are not
included in the State Medicaid plan or services that are not reimbursed under Medicaid. For example,
where school employees assist a Medicaid-eligible child to obtain medical services that are included in
the child’s Individualized Education Plan (IEP), if the provider furnishing such services is not
participating in the State’s Medicaid program or is not part of a managed care organization (MCO)
participating in the State’s Medicaid program, FFP would not be available for the services: furthermore,
FFP would not be available for the administrative activities to assist the child in accessing such services.
These activities would be (sic) not be claimable because they would not be considered in support of the
operation of the Medicaid State Plan (even if the services are included in the State’s Medicaid Plan).

References/comments:

As referenced previously, there is no reference to EPSDT and this appears to be in direct conflict
to previous HCFA Guidelines. The second guideline reference cited above 1s also in direct
conflict with HCFA’s own Technical Assistance Guide, dated August, 1997, which articulates,
on page 17, that “The school would not need a Medicaid provider number simply to perform
administrative functions.” The Technical Assistance Guide also articulates on page 47,
“Under administrative claiming, schools and school districts may perform certain

Deloitte
Consulting
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Medicaid School-Based Administrative Claiming Guide
Comprehensive Issue Analysis

Medicaid administrative functions without having to meet provider requirements.” Also on
page 47, “The statutory, regulatory and administrative requirements for the performing of
claiming for administrative activities differ from those for providing and claiming for
medical assistance services.”

In addition to the exclusion of any consideration of the EPSDT requirements which contain
numerous parallel provisions to IDEA, perhaps the greater concern raised by the draft guidelines
is the manner in which they broadly exclude activities because they are for educational purposes
rather than recognizing the similarity of the results of the schools’ efforts to the desired

. outcomes of the Medicaid program which are primarily, to assist all children is accessing needed
health care services whether in the school or in the community.

E. Elimination of reimbursement for administrative activities associated with referral,
coordination and planning of screems or services is not consistent with IDEA
provisions in the Medicaid statute. As defined in the proposed draft guidelines, the
majority of activities for which schools are currently and appropriately reimbursed
would be eliminated.

Citation: HCFA Draft Guidelines, Page 6, Section IV CONSTRUCTING TIME ACTIVITY
CODES - B. 2. Claiming for Allowable Activities Only:

In addition, Medicaid does not pay for health care services that are rendered free of charge to the
general population. Consequently, any administrative activity that supports the referral, coordination,
planning of screens or services that are provided free to the general population would not be considered
as Medicaid administration.

References/Comments:

The above proposed guideline is especially confusing. Schools do not provide “free care” even
when a service is required for which there are no Federal or state funds available. The service
still must be provided even if the schools have to literally borrow the funds to pay for it. Further,

this appears to raise a significant legal question related to proposed application of the “free care
rule” to administrative outreach activities.

In regard to IDEA, the free care rule does not, based on the following requirements, appear to be
applicable. IDEA, while mandating that the provision of special education and related services
be “free and appropriate” to all students with disabilities, section 612(¢) does not permit a State
to reduce medical or other assistance or to alter eligibility under Titles V, XIX of the Social
Security Act. This obligation is further clarified in Appendix A to 34 CFR Part 300, which
states; “This new statutory provision emphasizes the obligation for interagency coordination
educational and noneducational public agencies to ensure that all services (emphasis added)
necessary to ensure FAPE are provided to children with disabilities, and that the financial
responsibility of the State Medicaid agency or other public insurer shall precede that of the
LEA or State agency responsible for developing the child’s IEP (emphasis added).”

Deloitte
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Medicaid School-Based Administrative Claiming Guide
Comprehensive Issue Analysis

F. Contrary to previously stated HCFA policy, IDEA provisions, and Medicaid statute,
all schools, regardless of state policy relating to provider enrollment would be
required to enroll as Medicaid providers to be eligible to receive reimbursement for
administrative activities.

While schools in some states do meet this criterion, the documentation requirements
are frequently so onerous and the reimbursement rates so low, it is not a cost
effective option for the schools.

Citation: HCFA Draft Guidelines, Page 6, Section IV CONSTRUCTING TIME ACTIVITY
CODES - B. 2. Claiming for Allowable Activities Only, last para., last sentence:

Administrative expenditures related to, or in support of, EPSDT are reimbursable under Medicaid, so
long as the providers who furnish such services participate in the Medicaid program.

References/Comments:

While schools in some states are enrolled as FFS providers, in most states the schools are not
even recognized by the Medicaid State Plan as being eligible to enroll as a provider of medical
services. Additionally, to be eligible to claim time spent referring and coordinating services for a
child with a community based provider, school personnel would be required to assume the
unreasonable burden of having to know which providers (e.g., clinics, other public agencies, and
individual physicians), are currently enrolled in the Medicaid program.

This proposed requirement appears to create new policy that is contradictory to existing HCFA
policy and at least one previous DAB ruling. The August 1997 Medicaid and School Health: A
Technical Assistance Guide, states that “[e]ven if a school does not directly furnish medical
services, we encourage efforts to inform potential eligibles about the Medicaid program and the
EPSDT benefit.” Id. at 17. Also as referenced in HHS Departmental Appeals Board Decision
No.1256 (1991) HCFA was required to reimburse county welfare departments that had
interagency agreements under which they would “perform outreach activities and inform and
refer eligible recipients to the county health departments’ EPSDT programs.” The county
welfare agencies performed reimbursable Medicaid activities even though they were not enrolled
providers of direct medical services.

G. Requirements to reconcile billed medical services to services captured on the time
study will provide imperfect results due to differences in data collection techniques.
Furthermore, this requirement would place undue administrative burden on both
the states and the schools for an activity of limited value.

Deloitte
Consulting
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Medicaid School-Based Administrative Claiming Guide
Comprehensive Issue Analysis

Citation: HCFA Draft Guidelines, Page 7, 3™ paragraph, Section IV. CONSTRUCTING TIME
ACTIVITY CODES - B. 3 Capture 100 Percent of Tine:

If a portion of a sampled employee’s time is also billed as medical services, then the administrative time
study results should be validated by comparing the time coded to direct medical services (Code 4) to the
actual amount of hours billed directly.

References/Comments:

It would not be cost effective for states to attempt to distinguish between and track direct
services that are not reimbursable and those that are. Many schools provide a wide array of
direct services that are reimbursable for which the schools cannot bill because the state does not
authorize schools to be enrolled providers. Also, existing Medicaid requirements stipulate
and ensure that all of the time and costs related to school staff performing direct services,
whether or not they are billable to Medicaid, are not claimed for reimbursement under the
administrative outreach program.

H. Contrary to existing law, the guidelines assert that reimbursement is not available
for appropriate activities if other funding mechanisms are also available.

Citation: HCFA Draft Guidelines, Page 8, Section IV. CONSTRUCTING TIME ACTIVITY
CODES 5. Duplicate Payments:

Duplicate payments are not allowable when determining allowable administrative costs under Medicaid.
Payments for allowable administrative activities must not duplicate payments that have been or should
have been included and paid as part of a rate for services, part of a capitation rate, or through some
other local, State or Federal program. Medicaid administrative costs may not be claimed for activities
that are integral parts or extensions of services. Furthermore, in no case should a program or claiming
unit in a local jurisdiction be reimbursed more than the actual cost of that program or claiming unit,
including State, local, and Federal funds. The State must provide assurances to HCFA of non-
duplication through their administrative claims and the claiming process to HCFA. The State may
dispute HCFA's position on what is a duplicate payment through appeal of any disallowance to the
Departmental Appeals Board (DAB).

The Medicaid program should not pay for an activity already paid for or otherwise reimbursable under
another mechanism, for example:

. An activity that has been, or will be, paid for as a medical assistance service (or as a
service of another (non-Medicaid) program) should not be paid again as a Medicaid
administrative cost.

. An activity that has been, or will be, paid for as a Medicaid administrative cost should
not be paid again as Medicaid administration.

. An activity that is included as part of a managed care rate and is reimbursed by the

managed care organization should not be reimbursed again through a claim for
Medicaid administration, or through a fee-for-service reimbursement rate.

Deloitte
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Medicaid School-Based Administrative Claiming Guide
Comprehensive Issue Analysis

As appropriate, the mechanism under which managed care rates are set and adjusted should address the
activities and services being furnished in the school setting.

References/Comments:

This proposed guideline appears to represent new policy. Existing Medicaid law and regulations
do not prohibit reimbursement for services and /or activities that may also be funded from other
sources. A primary example is IDEA, under which, in the absence of sufficient funding from
other sources, schools must use whatever additional local funds are needed to provide the
entitled services for students with disabilities. This provision would also be impossible for
schools to comply with because they do not have access to information regarding the services
provided by or funded by other state and local agencies.

I. Contrary to current Federal policy, the guidelines eliminate authorization for
multiple agencies to perform administrative activities. Furthermore, they ascribe to
MCOs the primary legal responsibility for Medicaid services that are currently
provided by the schools. These provisions impose an inequitable and onerous burden
on schools to assume primary coordination responsibility for administrative
outreach services and force them to compete for dollars already allocated to
managed care organizations.

Citation: HCFA Draft Guidelines, Page 9, Section IV. CONSTRUCTING TIME ACTIVITY
CODES 6. Coordination of Activities: In addition to avoiding duplicate payments, as indicated in
Principle 5., duplication of activities or effort should also be avoided. Under Principle 1., allowable
administrative activities must be necessary “for the proper and efficient administration of the (Medicaid)
State plan. Therefore, it is important in the design of school-based administrative claiming programs that
the local education agency (LEA) or school not perform activities that are already being offered or
should be provided by other entities, or through other programs. As appropriate, this requires the close
coordination between the LEAs, schools, State Medicaid Agency, State Department of Education, other
providers, community and non-profit organizations, and other entities related to the activities performed.

The following are examples of activities that should be coordinated:

e Activities performed by a managed care organization (MCO) for the Medicaid or other program
enrollees of the MCO, such as case management functions. To avoid duplication of these functions
by school personnel, coordination mechanisms should be established between the school and
appropriate entities, such as the MCO and State Medicaid Agency.  Reimbursement rate setting
mechanism.

e As appropriate, the rate setting mechanism under which the rates for functions which are performed
by schools, but reimbursed by other entities, may need to reflect such functions. For example, the
capitation rate paid to an MCO may include amounts for the performance of functions performed by
schools, that is, such functions are the responsibility of the MCO. However, after coordination
efforts, such functions may still need to be performed by the schools. [n such cases, the MCO

I3
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reimbursement rates may need to be adjusted to reflect the activities and services being furnished in
the school setting. :

®  An activity that is provided/conducted by another governmental component. For example, it is not
necessary for EPSDT educational materials, such as pamphlets and flyers that have already been
developed by the State Medicaid Agency, to be redeveloped by schools. It would be inefficient in the
allocation of Medicaid program and school resources to do so. In order to avoid this, school
districts/schools should coordinate and consult with the Medicaid State agency to determine the
appropriate activities related to EPSDT and to determine the availability of existing materials.

References/Comments:

This provision inaccurately defines MCO’s as the only recognized provider of outreach. In most

states, the MCO’s invest little if any effort and funding in performing outreach. Further, the

MCQO’s possess no legal authority or duty to either dictate what services other eligible providers

(schools, local public health clinics, mental health agencies, etc.) offer or to contract with other -
local providers including schools for the provision of any services. Lastly, few if any MCO’s

cover any of the direct or supportive health services provided by schools.

J. Contrary to the intent of EPSDT legislation and IDEA provisions in Medicaid
statutes, reimbursement for administrative outreach activities, as defined by the
guidelines, is limited almost entirely to the Medicaid eligible population, thus
excluding activities that are in support of the Medicaid plan.

Citation: HCFA Draft Guidelines, Page 11 Section IYV. CONSTRUCTING TIME ACTIVITY
CODES 8. Allocable Share of Costs: Since many school-based medical activities are provided to both
Medicaid and non-Medicaid eligible students, the costs applicable to these activities must be allocated to
both groups. This allocation of costs is sometimes referred to as “discounting” and involves the
determination and application of a proportional share of Medicaid students to the total students and the
total costs applicable to a specific activity in a particular school or school district. Development of the
proportional Medicaid share (also referred to as the Medicaid percentage) should relate to and be based
on the claiming unit (the entity submitting the claim). For example, claims may be developed on an
individual school basis, a school district wide basis, or a specific unit of government such as a county.

References/Comments:

Although it 1s completely reasonable (and consistent in principle with existing practice) that
costs must be apportioned/allocated between those activities that are non-discounted and those
that should be discounted by the Medicaid Eligibility Rate percentage, this proposed provision is
nonetheless confusing. While restricting the provision of administrative outreach to non-
Medicaid eligible students to only two of the draft codes, this provision, contrary to existing
approved programs, would still require that the other five draft allowable codes be further
discounted by application of the Medicaid Eligibility Rate.

Additionally, from the Draft Guidelines, it appears that the Medicaid percentage must be
calculated either on a school district basis or at a specific unit of government basis, such as a
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county. In many states the enrolled school district providers represent consortiums of multiple
school districts and counties for cost effectiveness purposes. These districts use a single,

composite consortium wide MER. This practice is based on approvals granted in both Arizona
and Texas.

K. Contrary to existing policy the guidelines virtually eliminate reimbursement at the
75% FFP rate for skilled professional medical personnel engaged in activities that
require their skilled medical knowledge.

Citation: HCFA Draft Guidelines, Page 11 Section IV. CONSTRUCTING TIME ACTIVITY
CODES 9. Enhanced FFP Rates:

Federal Financial Participation (FFP) at the enhanced rate of 75 percent may be available for State
claims for expenditures related to the costs of activities performed by individuals in the administration of .
the Medicaid program if each of the following criteria are met: ...

(IV). A State documented employer-employee relationship exists between the State Medicaid Agency
and the SPMP and staff directly supporting the SPMP.

). The enhanced FFP rate of 75 percent is available for SPMP and directly supporting staff of other
public agencies if all of the applicable criteria i. through v. are met, and the public agency has a
written agreement with the State Medicaid Agency verifying that those requirements are met.

References/Comments:

In this area, the guide appears to indicate an acceptance of the fact that 75% FFP is available for
SPMP personnel in certain circumstances. Moreover, in existing programs throughout the
country, HCFA has approved activity codes that allow schools to claim the 75% FFP rate for

SPMP’s. However, the guide does not present a single time study activity that allows or
authorizes the use of the 75% FFP rate.

Also, in this area, it is not clear what supporting records should be available for reviews and the
documentation required by the proposed guidelines is unreasonable. Administrative outreach is
not targeted case management, yet this proposed requirement would be more suitable to targeted
case management or other fee-for-service activity. While it is agreed that all outreach activities
should be documented, including those for which 75% FFP is requested, the guidelines hold
schools to a much higher standard in this regard than that enforced on all other administrative
activities claimed by state Medicaid agencies. In the absence of any indication that similar
requirements are proposed for all other entities currently being reimbursed for outreach

activities, it is can only be assumed that these guidelines will be singularly imposed upon the
schools.

L. The guidelines appear to incorrectly interpret existing Medicaid regulations by
stipulating that the 90% FFP rate for family planning services is only available if the
school is providing the complete continuum of allowable family planning services.
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Citation: HCFA Draft Guidelines, Page 16 Section IV. CONSTRUCTING TIME ACTIVITY
CODES 9b. Claiming for Administration of Family Planning Services: The enhanced family planning
matching rate of 90 percent is available only for the “offering, arranging and furnishing” of family
planning services (Section 1903 (a)(5), emphasis added). This enhanced rate is available to personnel
who administer as well as directly provide certain family planning services and supplies (42 CFR
432.50(b)(5) as referenced by 42 CFR 433.15(b)(2))

References/Comments:

The statutory history related to reimbursing family planning services at the 90% FFP rate does
not support the interpretation as set forth in the draft guidelines. Prior to 1973, HCFA applied
the rate of 90% FFP only to administrative activities supporting access to family planning
services. Only after Congress clarified its intent in 1973 with the passage of P. L. 93-233, was
the availability of the 90% FFP rate of reimbursement extended to also include the provision of
family planning services. Clearly, the statutory history acknowledges, for purposes of eligibility
for reimbursement at the 90% FFP rate, a distinction between arranging for and providing family

planning services. There does not appear to be any legal basis for interpreting the “and” as all-
inclusive.

M. The draft guidelines contradict Congressional intent with the stipulations that
IDEA/IEP related activities “are considered to be education program related
activities”; and that they “would not be considered necessary for the proper and
efficient administration of the Medicaid State plan”.

Citation: HCFA Draft Guidelines, Page 18, Section IV, CONSTRUCTING TIME ACTIVITY
CODES 11. Individualized Education Program (IEP) Activities:

IDEA provisions require school staff to perform a number of education related activities which can
generally be characterized as child find, evaluation (initial) and reevaluation, and development of an
Individualized Education Program (IEP). For purposes of the Medicaid program, these IDEA/IEP
related activities are considered to be education program related activities; that is, in determining
whether the costs of such activities are allowable under the Medicaid program, in general, they wouldnot
be considered necessary for the proper and efficient administration of the Medicaid State plan.

However, as noted in the 1997 technical assistance guide, if medical evaluations or assessments are
conducted to determine a child’s health-related needs for purposes of the IEP development, payment for
some or all of the costs may be available under Medicaid as a direct service. These costs are not
allowable as administrative expenditures and would be reported under time study Code 4. And if the
evaluations or assessments are for educational purposes, Medicaid reimbursement is not available.

Various education-related statutes obligate schools to furnish or make payment for services provided in
the school setting for which Medicaid payment is not available. While there are exceptions set forth in
section 1903(c) of the Social Security Act. With respect to Parts B and C of IDEA, no other education-
related statutes obligate Medicaid payment. For example, Section 504 of the Rehabilitation Act of 1973
requires local school districts to provide or pay for certain services to make education accessible 1o
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handicapped children; these services are described in an Individualized Service Plan (ISP). The 1903.(c)
exception does not include ISP services, and therefore, to the extent a local school district is obligated to
Sfurnish or make payment for such services, no Medicaid payment is available.

The guidelines go on to also state that any activities related to ‘Child Find”, “Initial
Evaluation/Reevaluation”, and the “Individualized Education Program (IEP)”, “are for the purpose of
Sulfilling education mandates under education statutes (e.g., IDEA); as such, the associated costs of these
activities are not allowable as administrative costs under the Medicaid program.

References/Comments:

The statement that IDEA/IEP related activities “are considered to be education program related
activities”; and that, in general, they “would not be considered necessary for the proper and
efficient administration of the Medicaid State plan” appears to completely contradict
Congressional intent related to responsibility for funding of IDEA as specifically addressed in
Appendix A to CFR Part 300, which states that: “This new statutory provision emphasizes the -
obligation for interagency coordination between educational and noneducational public agencies
to ensure that all services necessary (emphasis added) to ensure FAPE are provided to children
with disabilities, and that the financial responsibility of the State Medicaid agency or other
public insurer shall precede that of the LEA or State agency responsible for developing the
child’s TEP (emphasis added).” This expression of Congressional intent was recently reaffirmed
on June 17, 1999, at a hearing of the Senate Finance Committee, during which Chairman
William V. Roth, Jr. (R -DE) stated: “I want to be clear that we are not here to question
whether Medicaid should be paying for school-based services. That decision was made years
ago, and Medicaid is appropriately responsible for reimbursing the costs of health care services
provided in schools to Medicaid eligible children”.

In regard to the proposed denial of reimbursement for any activity related to schools compliance
with the unfunded Federal mandates of Section 504, the statement that the “1903(c) exception
does not include ISP services,” if legally accurate, nonetheless applies only to the direct medical
services that may be included in the ISP. The “1903(c) exception” cannot be legally construed to
be unilaterally applicable to legitimate administrative outreach activities associated with the
identification, evaluation, referral and coordination of physical and mental health services which
a 504 eligible child may need. Again, this is an issue that, in the best interests of the children,
the results, i.e., access to needed health care, rather than the purpose, i.e., educational, of the
schools’ efforts are what should be afforded primary consideration in determining the relevance
of those activities to the “proper and efficient administration of the State Plan.”

N. The guidelines are contrary to existing regulations and establish new policy by
limiting the pool of funds available to provide match for reimbursements dollars.

Citation: HCFA Draft Guidelines, Page 40, Section V. C. Offset of Revenues:
“The costs which need to be allocated must be offset by certain revenues in order to reduce the total
amount of costs in which the Federal government will participate. To the extent the funding sources have
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paid or would pay for the costs at issue, Federal Medicaid funding is not available and the costs must be
removed from total costs (See OMB Circular A- 87, Attachment A, Part C., Item 4.a.). The following
include some of the revenue offset categories which must be applied in developing the net costs:

o All Federal funds, along with maintenance of effort_and other State/local matching funds
required by the Federal grant.

e State funds specifically targeted or earmarked for the delivery of program services (such as
medical assistance), must be used for the purposes for which they are targeted or earmarked and
cannot be used to match other expenditures, for example, the costs of administrative activities.
These funds must be offset in developing net costs.”

References/Comments:

In regard to the first bulleted provision above, neither the cited OMB reference nor the Federal
regulations for IDEA at 34 CFR 300.231 (relating to maintenance of funding effort from -
state/local sources), speak to, let alone exclude or prohibit, the use of state/local funds as
“match” for other Federal funds, including Medicaid. In regard to the other bulleted provision
above, many if not all state appropriated funds for public education are “targeted or earmarked”
in some manner for certain programs, especially those designed for specific populations of
students at risk of poor school outcomes, such as children with disabilities. This is universal
practice among State legislative bodies in order to ensure that schools use the state funds for the
purpose intended. Again, the OMB Circular A-87 reference cited above does not include any
reference to the offset of any state funds, which are “targeted or earmarked” for certain,
programs such as special education.

Because these specific provisions appear to reinterpret existing Federal accounting requirements
for schools, the guidelines do in fact represent new policy.

O. Although the following citation identifies time spent “actually transporting a child to
a service” as being allowable, the draft Transportation activity code limits
reimbursement only for time spent in “scheduling and arranging transportation to
Medicaid covered services.”

Citation: HCFA Draft Guidelines, Page 46, Section V. CLAIMING ISSUES, K. Transportation as
Administration:

HCFA's policy concerning Medicaid payment for transporting Medicaid-eligible IDEA children to and
from schools is described in the Medicaid and School Health Technical Assistance Guide, issued in 1997.
That Guide indicates that transportation to and from school may be claimed as a Medicaid service when
the child receives a medical service in school on a particular day and when transportation is specifically
listed in the IEP as a required service. As a Medicaid administrative activity, Codes 5.a. and 5.b. cover
the time spent in assisting or actually transporting a child to a service, but does not cover the actual cost
of the transportation (bus fare, taxi fare, etc.).
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When FFP for the costs of transportation services is claimed as administration, the requirements of the
OMB Circular A-87 for determining allowable costs, as well as any other applicable requirements for
claiming administration under Medicaid, must be met. This includes the development of a cost allocation
methodology to ensure that Medicaid only pays for that portion of the specialized mode of transportation
allocable to Medicaid beneficiaries.

References/Comments:

This section is especially confusing because the discussion intermingles the provision of
transportation as a direct service and as an administrative activity. With few exceptions, schools
are cognizant of the distinction between transportation provided as a direct medical service and
transportation as an administrative activity.

Some state plans, however, do not recognize special transportation as an allowable direct
medical service. When they do, in reference to school based services, the designation of
transportation as a direct medical service is applicable only to certain Medicaid eligible students
enrolled in special education. However, schools must arrange and provide transportation
services for any student who requires the support in order to access needed health services.

The provisions set forth above are also inconsistent with the transportation related activities
defined as allowable in the proposed activity Code 5.b. The last sentence in the first paragraph
above states “time spent in assisting or actually transporting a child to a service,” while Code
5.b. limits reimbursement to only “scheduling or arranging transportation to Medicaid covered
services”.

School staff frequently must not only schedule and arrange for such transportation, but must
provide the transportation, and subject to the health status of the child may have to accompany
the child to the service, even when someone else is actually providing the transportation.
42CFR431.53, 42CFR441.56(2)(ir) and 42CFR441.62 encompass all aspects of transportation
that might be “necessary” for recipients to go to and from providers.

The draft guidelines are also inconsistent with HCFA’s Medicaid and School Health Technical
Assistance Guide, issued in 1997, the guide articulates on page 56, “States may also choose to
cover transportation as an administrative expense, and thus receive FFP at the 50%
administrative rate. The state has more flexibility in covering transportation under this method.
Arrangements may include the use of vendors, or other transportation alternatives, such as
direct reimbursement lo the beneficiary in the form of vouchers or tokens, or cash
reimbursement for needed transportation with supporting documentation (e.g., a receipt).
Furthermore, the freedom of choice principles do not apply, which allows the state to restrict the
providers from which a beneficiary can obtain transportation or the type of transportation
provided.
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July 24,2000

Mr. Bruce Hunter

Senior Associate Executive Director

American Association of School Administrators
1801 N Moore St

Arlington, VA 22209

Re:  HCFA Medicaid Administrative Claiming Guide

Dear Bruce,

As you know, the school environment offers unique advantages and opportunities to reach
children and families to inform, encourage and assist them to access needed health care
services and to enroll in the Medicaid program. A number of federal statutes and regulations
define schools as a vital link for families to needed health care and as a cost effective, timely,
and accessible source of service delivery. Additionally, the issue of uninsured children
continues to burden many states and unmet health needs often further place children at risk for
poor education outcomes. Schools are entitled to Medicaid reimbursement for the
longstanding roles they have served in both delivering medical services to Medicaid
beneficiaries and in assisting states to administer the State Medicaid Plan.

Last February, HCFA issued a draft Medicaid Administrative Claiming Guide as an attempt to
clarify the highly technical and confusing array of requirements that schools and the Medicaid
agencies in their states must follow to obtain administrative reimbursement for schools for
their role in administering a state’s Medicaid plan. The draft guide created concern among the
education community that Medicaid Administrative Claiming policy was being changed, that
the program was going to become more restrictive and that states not currently claiming
administrative reimbursement for their schools would have a difficult time implementing a
program in the future. In addition, the draft claiming guide has been extensively distributed

and treated as existing policy by many HCFA entities despite being only a draft intended to
elicit comments and suggestions.

Both your association and you have played leadership roles over the past several months in
efforts to bring clearer guidance to states, schools, their administrators and other education
stakeholders regarding Medicaid Administrative Claiming. Most schools do not perceive that
the draft claiming guide, in its current form, achieved its intended goals.

DeloitteTouche A very different approach. For very different results.
Tohmatsu
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As you know, we serve many of your members as clients and have attempted to assist our
clients in understanding the implications of the draft Medicaid Administrative Claiming guide
that was proposed by HCFA last February and in putting forth suggestions for improvement.
In order to advance the process in a constructive fashion, our firm has incorporated our
knowledge of Medicaid Administrative Claiming and the perspectives of our clients. We
prepared a draft proposal (attached) that we think would achieve the results that HCFA and
others originally sought.

We have undertaken this initiative with a single purpose in mind. We would like to see the
process of providing states and schools with effective guidance regarding Medicaid
Administrative Claiming succeed. Therefore, we have attempted to rewrite the draft HCFA
guidance with the schools in mind while maintaining the important technical and regulatory
aspects.

Since it is our goal to see a claiming guide go into effect that schools can live with, the review
of the attached and your suggestions on how it can be improved are vital to advancing the
guidelines to acceptance and would be greatly appreciated. Hopefully, with the support of
associations such as AASA, and the leadership you have brought to the process, we can all
anticipate a satisfactory outcome and a clearer set of claiming guidelines that assist schools
and states in obtaining reimbursement for the vital roles they play in serving children.

It is important that any feedback or suggestions on the attached draft are shared with all
interested parties. We would be pleased to facilitate that by forwarding all the comments or
suggestions we receive to everyone who submits them. Please provide any comments,
revisions or suggestions regarding the attached draft to me. You can reach me at
847.753.8555 by phone or by email at rijacobs@dc.com. My partners, staff and I look
forward to working with you, your association and your members in implementing a Medicaid
Administrative Claiming guide that all stakeholders can live with and that assures an effective,
fair and accountable program. Thank you for your assistance and continued support of this
important program for schools.

Sincerely,.~
PR

1

Attachment

cc: Dan Fuller, NSBA w/out att.
Jeff Simering, CGCS w/out att.




Mledicaid School-Based
Administrative lelng
Ghi&e

—




Medicaid School-Based Administrative Claiming Guide

Table of Contents

INtrodUuCtioNn......cciiii i 1
I.  Program Basis and Authority........c.ccccriiiiniiiininiii e, 2
Il. Program Agreements..........c.occnirrinnans Eerseeeree e s na s s e e ranan 2
A.Interagency AQreEmMENTS ........cooii i 2
B. Cost AlIOCAtION Plan .......coiiiiiiiei e e 3
1. OVBIVIEW. ..t e et e e e e e e e eeas 3
2. General PriNCIPleS. ...ttt e 3
3. Time Allocation Methodology ...t 4
OVEIVICW ...ttt ettt oottt ettt ettt e et e st e et e e et e et e ente e e nte e et e e eeeesaraassseesasesasseaneas 4
Time StUdY SUIVEYS ....ooiiiiiiiiie ittt 4
Sampling UNIVETSE .......coviiiiiiiiiiiniciie i 5
Sampling Guidelines...........ccccoceeiiiiiiiiiiii FJ ......................... 5
TrAINING ..oooeieeieeeee et e s e e T 6
Documentation...........ceeceeveecvncnicnnnve o P
Reimbursable ACtiVIties .......ccooveeevvvvnnnnccn Yo B
Non-Reimbursable Activities....\.........
Activity Codes ....q.coue...

Identifigation

4. Cost Reportin
Genera
Duplicate Payments
INAITECE COSE TAES ....vviiieieeeeiiee ettt et iee et er e ettt se et e ett e e an e e st e e estaaesbbeaeasbaeeansaeeensneeaane
OffSet Of REVENUE ......ocviiiii e
DOCUIMENTAION .....uiiiiiieeiiiiiciiiiiiitreeeeeaaeeeesesnttaraeeeeeesaseasareeessaassssseeeeaaaesasansnnsrsenaeeenan
5. Claim Calculation Methodology .......cccouiiiiiimiiiieiiiiniiieeiee e 10
OVEIVIEW ... eveieeitiecctteeeeteeeeeteeeeenrae s abee e e aeae e taae s s aeassteeasteeeamaesaearaesamaaaanntaeeenneeesannas 10
Criteria for Enhanced FFP for Skilled Professional Medical Personnel .................... 10
Criteria for Reimbursement of Family Planning at 90 Percent FFP .......................... 10
Allocable Share Of COStS.........iiiiiie ettt et e e rae e e eanee s 11
6. Review / Approval ReqUIremMENtS ........ouuvemiiiimiiiiiiriiereeiieeiterieeeereeeeeeeeniaseneeees 11
TIMELY FIIING oot e s sra e 12
State Law REQUITEIMENTS .........oioiiiiiiiiieiiieeeiie ettt rae e aea e 12
Hl. Program Integrity .......cccccirvincimmmmrennninei s sssssnss s 12
R 070 T o 1o 11 L7 T T o PN 12

Page i 07/24/2000




Medicaid School-Based Administrative Claiming Guide

Appendix A: Details Régarding Basis and Authority .......ccccccciiiiiiiiiiic, 14
Statute/RegUIALIONS ........viiieiie et 14
OMB CiIrCUIAT A=87 ... e 15

Appendix B: Skilled Medical Personnel ..........ccoooviiiiiinnecnnccscccencsnenennnee 16
42 CFR §432.50....uceei ittt ettt 16

Appendix C: Activity Code Categories............cciivviieriinimiiniiininneeesssnn ., 17
100% Medicaid Share: ........coooviiiiii e 17
Proportional MediCaid Share: .........cccooiiiiiiiiie e 18
Reallocated ACVItIES: .....cooiiiiiiiii e 18
Non-Reimbursable ACHVItIES: ..........iiiiiiii e 18

Appendix D: State Oversight...........ccccccminiinni . 19
Time Allocation Methodology .....cooviieiiii e 19
Cost Reporting MethodolOogy ..........cooiiiiiuiiiiiiiieeee et 19
Verification of SPMP Criteria...........cooovmccc e, ',j .................... 20
Claims ProCeSSING ........eucaeeiaeiieieieeeeeiieeeeereeieeeeeeeeeeneenee r .................................... 20

=

,/
e

//

Page ii 07/24/2000




Medicaid School-Based Administrative Claiming Guide

Medicaid School-Based Administrative Claiming
| Guide - DRAFT

Introduction

The purpose of this Administrative Claiming Guide is to provide further guidance to all State
Medicaid Agencies regarding the requirements for claiming Medicaid reimbursement for
administrative activities performed in the school-based environment. Additionally, HCFA
believes that this Guide will be of significant benefit in helping school districts and all other
interested parties better understand the intent of the school-based administrative claiming
program. It is expected that this Guide will promote greater consistency in claiming practices to
ensure program integrity, and te assist states in the implementation of effective administrative
claiming practices. :

The school environment offers unique advantages and opportupities topr€ach children and
families to inform, encourage and assist them to access needed galtff care §ervices and to enroll
in the Medicaid program. Collectively, the Individualy with Disabilities Education Act (IDEA),
Section 504 of the Rehabilitation Act, and certain {
Education Act (ESEA), contain nu(rercﬁI req?eme ts relajed” to LEAY’ responsibilities to

identify, evaluate and accommjodate the physical ahd mehtal heglth needs offall children that may
ved to define schools

place them at-risk for foor school outcomes. These reqiiremepts hav

as a vital link for famlies tq needefi health cargaand 4 cgsteeffective, timely, and accessible
source of service delivery. j

The administration of] the Mledicai ram depends upon an effective state and federal

partnership. Federal Medicg{d elines provide a framework for each State to establish and
administer its Medicgidspfogram to best meet the needs of its people. States have flexibility to:

1. Establish eligibility standards;
Determine the provider, type, amount, duration and scope of service;

Set the rate of payment for services; and

Call

Administer their own program, including development of administrative requirements to
verify claims.

Federal law permits reimbursement of allowable administrative activities when necessary for the
proper and efficient administration of the Medicaid State plan. The determination of allowable
administrative activities requires close coordination between the LEAs, State Medicaid Agency,
State Department of Education, providers and other public agencies.

The Health Care Financing Administration (HCFA) is legally responsible for assessing all such
programs in accordance with the applicable Federal Medicaid requirements. Therefore, state’s
programs for administrative claiming for school-based activities must be reviewed and approved
by HCFA, prior to implementation. HCFA review and approval should occur in a reasonable
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timeframe and the submission date of the state’s intent to claim for administrative costs defines
the first quarter for which the LEA will receive reimbursement. This Guide should be useful for
LEAs, State Medicaid Agencies, and HCFA staff in the process of development, review,
approval, and implementation of school-based Medicaid administrative claiming programs.

|. Program Basis and Authority

This Guide provides the basic Federal requirements for administrative claiming in the Medicaid
program and is intended to foster better understanding of program parameters and the applicable
statutory and regulatory provisions. This Guide lists the relevant legal and programmatic bases
and authorities, including sections of the Social Security Act, Parts 42 and 45 of the Code of
Federal Regulations (CFR), and the Office of Management and Budget (OMB) Circular A-87,
“Cost Principles for State, Local, and Indian Tribal Governments.” In addition, OMB mandated
in Circular A-87 that the Department of Health and Human Services (DHHS) issue
implementing material for Circular A-87 on behalf of the federal government. The resulting
document issued by DHHS, ASMB C-10, is intended to assist state, local, and Indian tribal
governments in applying OMB Circular A-87. The Guide also references HCFA policy

issuances, such as the Medicaid and School Health: A Technical Assistancel Guide, issued in
1997.

Please see Appendix A for a detailed list of statutory regulat fd othef federal government
references/authorities applicable to claiming federal fugding u r the Medjcaid program for the
costs of school-based admmlstratlve activities.

Il. Program AgFee ents

A. Interagengy A eem nts
In order to claim Hedera

unds for the costs of Medicaid administrative actlvmes
S ate Medicaid Agency must enter into an interagency agreement’
cation agency or another appropriate entity with oversight of LEAs in
accordance with regulations at 42 CFR 431 Subpart M. The interagency agreement serves
to describe and define the responsibilities of each party under the agreement. Additionally,
the interagency agreement should describe the relationship between the LEAs and the
parties to the interagency agreement. For example, the agreement should address whether
LEAs will participate in preparing and submitting Medicaid Administrative Claims
independently or as participants in a consortium of LEAs.

The interagency agreement should include:
e A statement regarding the general purpose, basis and mission for the agreement
e The mutual objectives and responsibilities of all parties with respect to this program

e Provisions for a participation agreement with LEAs, either through a consortium or
independently

! See 42 CFR 431.10(b)

Page 2 07/24/2000



Medicaid School-Based Administrative Claiming Guide

e The activities or services each party performs and under what circumstances

e  The general principles of reimbursement

¢  General guidelines regardiﬁg how the program will be structured and administered
e  Provisions regarding program oversight and monitoring

e The cooperative and collaborative relationships at the state and local levels

¢ The methods of payment or reimbursement, exchange of reports and documentation,
and a continuous liaison between the parties, including the designation of state and
local liaison staff

A cost allocation plan amendment is also required and a copy should be provided as an
attachment to the interagency agreement to provide more specific details regarding claim
calculation methodology and reimbursement.

Please see Section B below for more information regarding cost allocation plans.

B. Cost Allocation Plan

1. Overview o

Federal regulations” require that under the MeHicaid Sfate plan, the single state agency

shall have an approved public assistance cosy allocation plan (CAP) on file with the

Federal Department of Health ndﬂ}t;man }ervi es (D that mekts certain regulatory
0

requirements.’ As ingdicated] in OMB Citculay A-87,| Attachmeng D, a state’s public
assistance cost gllocatipn plan is fficidl document which deggribes the grouping and

allocation of administfative gests t§ federal awalds ormed by the State under such
programs as Tefnporary Assigtance fo Negdy ilfes (TANF), Medicaid, Food Stamps,

Child Support Enforcgment, hdopti stance, Foster Care and Social Service Block
Grants.

There are certaj s that should be included in the public assistance CAP that a State
Medicaid Kgency must submit in order to claim reimbursement for administrative
activities performed by LEAs. The public assistance CAP should reference the
methodologies, claiming mechanisms, interagency agreements, and other relevant
approaches that will be used by the LEAs for making such claims and appropriately
allocating costs.

2. General Principles

School district employees routinely engage in activities that involve providing direct
medical services and/or the performance of administrative activities, as well as other
social programs, and educational programs. Time spent on activities associated with the
administration of the Medicaid program may be reimbursed by following an appropriate
claiming methodology.

242 CFR 433.34
3 Subpart E of 45 CFR part 95
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The CAP amendment provides details regarding the method used to allocate the costs
associated with Medicaid administrative activities. The CAP amendment should specify
that all claims for reimbursement will be made in accordance with OMB Circular A-87,
the State Medicaid Plan, Early and Periodic Screening Diagnosis and Treatment (EPSDT)

regulations, and all appropriate Federal regulations. The CAP amendment should contain
the following information:

e A list of identified LEA personnel who are performing Medicaid administrative
activities.

¢ A mechanism to identify and categorize activities performed by personnel who are
eligible for administrative reimbursement.

e A method to identify the level and amount of reimbursable activity performed by
eligible personnel.

e A method to identify and allocate costs based upon the level of reimbursable activity
being performed.

3. Time Allocation Methodology

Overview -

In order to ascertain the portion of time and actfyvities that are related to administering the
Medicaid program, States must deyelop a timg allocation] methoddlogy that adheres to
acceptable cost allocation ’nci es. his \ methodeldgy shodld meet acceptable
statistical sampling sfjandar may fuse dontemporaneous tfme sheets or other
quantifiable megures df employe effort.

Time Study Surveys (r
OMB A-87 proyides aj variety of s for collecting data to allocate the time spent by

individuals who worl/ o Itiple activities and cost objectives. The most common
mechanism for jdefifying and categorizing activities performed by the LEA employees
is a time y.* A time study is a survey documenting how personnel eligible for
reimbursement (or a sample of eligible personnel) are spending their time. Activities are
recorded based upon predefined activity codes, over a predetermined period of time. The
time study should incorporate a comprehensive, all-inclusive list of the activities
performed by staff whose costs are to be claimed under Medicaid. The time study should
account for 100% of the time and activities (whether allowable or unallowable)

*While activity reports are the most common method used to allocate time, they are impractical for purposes of this
program. For individuals who work on multiple activities and cost objectives, OMB Circular A-87 permits the use
of “a statistical sampling system (see subsection (6)) or other substitute system . . . approved by the cognizant

Federal agency” for allocating salaries and wages as an alternative to an activity report. [OMB A-87 Attachment B,
Section 11, (h) (4)]

OMB Circular A-87 states that, with regard to sampling:

“Substitute systems for allocating salaries and wages to Federal awards may be used in place of activity reports.
These systems are subject to approval if required by the cognizant agency. Such systems may include, but are not
limited to, random moment sampling, case counts, or other quantifiable measures of employee effort.” [OMB A-87
Attachment B, Section 11, (h) (6)]
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performed during the time study period by employees participating in the Medicaid
administrative claiming program.

Sampling Universe

A basic step in the development of a time study is the determination of the sampling
universe (i.e., identifying all of the LEA personnel whose activities may be reimbursed
under the Medicaid Administrative Claim). Medicaid administrative activities may be
performed by staff who provide any direct medical services (for example, nurses and
physical therapists), as well as any staff who focus on activities related to special
education, exceptional children’s programs, or other administrative duties related to the
Medicaid program. The sampling universe should include individuals who spend a
portion of their paid work time performing administrative activities that are eligible for
Medicaid reimbursement.

It may also be appropriate to exclude some personnel from the sample universe. For
example, there may be medical providers in the LEA under contract who furnish specific
services to students and who are paid on a fixed fee per service (for example, audiologists
who are paid a set amount for each hearing test performed) and who do not perform any
other activities that would be claimable. These providers should not Be included in the
sample universe and their costs should be excluded from t:‘lbase to perallocated.

. . . -
The sampling universe must include all employees whjs alaries gre to be allocated to
the Medicaid program (e.g., physical therapisty or speech therapists). Costs associated
with direct support personnelG, are\allocahle arld reimburgable at the same level as the
employees they support. Dirgtt sugport pgrsoniiel woufd not need o be included in the
sample populatign sin¢e theylo direcgly perform inistrative activities.

However other paraprdfessional staff who do pe ministrative activities,
such as physica} therapy aideg, or sgeech tjterap
not qualify as difect support personriel.

rm
idesTshould be included since they do
Sampling Guidelijie

but are not limited to: random interval sampling, random moment sampling, case counts,
or other quantifiable measures of employee effort or outcomes.

In order to meet acceptable “statistical sampling methods”, the sample method should be
valid for application to the entire sampled period, such as a quarter, but should not
include weeks when schools are not in session. It should be structured to meet a high
confidence level for statistical compliance. For time studies, all activities need to be
documented in the sample even if they are not strictly related to Medicaid.

% See OMB A-87 Attachment B, Section 11 for additional guidance.

%42 CFR §432.50 In the context of FFP relating to skilled professional medical staff, defined as follows:

(v) The directly supporting staff are secretarial, stenographic, and copying personnel and file and records clerks who
provide clerical services that are directly necessary for the completion of the professional medical responsibilities
and functions of the skilled professional medical staff.
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Training

All personnel who complete a time study should be trained in advance of completing the
survey. Training should cover all aspects of the time study process and should assist the
LEA personnel to understand the Medicaid program and the relationship of the activities
and services they routinely provide in the school setting to services covered by the
Medicaid State plan and EPSDT. Staff should be sufficiently familiar with how to
complete forms, how to determine the appropriate activity designation, the difference
between Medicaid health related and other activities, and where to obtain technical
assistance if there are questions. In addition, skilled professional medical personnel
should be trained to document when their professional medical knowledge and skill was
required in performing a particular function or activity.

Documentation

The State Medicaid Agency shall determine the required documentation to be maintained
to support the claims submitted to the State. Time study documentation to be retained
will be based on the time study methodology and instructions, as well as the cost
allocation requirements issued by the State Medicaid Agency to the LEAs and should
include the following: the population to be included in the time study,jsample selection,
results, and forms as appropriate for the method utilized.

The documentation for administrative activigies sho d"LEarly Jemonstrate that the
activities are performed for administering seryices covered under the Medicaid State

plan.”
Reimbursable Act vitiesr ) I
“There is much] flexibjlity in gvhat Eervices may\be prdperly cmed as administrative,

and some acti}ities fan be billell as fither Tal services or administration.”
According to sertion §903(a){7) of fhe and the implementing regulations at 42 CFR
430.1 and 42 CFR 431.15, fot t st of any activities to be allowable and reimbursable
under Medicaid, the dctivtfies must be “found necessary by the Secretary for the proper

and efficient istration of the plan” (referring to the Medicaid State plan).

In order for Medicaid to reimburse for health services provided in schools, the services
must either be included among those listed in the Medicaid statute (section 1905(a) of the
Act) and included in the State’s Medicaid plan or be available under the Early and
Periodic Screening, Diagnosis and Treatment (EPSDT) benefit. Correspondingly, the
administrative expenditures appropriate for reimbursement by Medicaid are those that are
in support of the health services defined in the state’s Medicaid plan and/or EPSDT.

7 In accordance with the statute, the regulations, and the State Plan, the State is required to retain adequate source
documentation to support the Medicaid payments for administrative claiming. See §1902(a)(4) of the Act and 42
CFR 431.17; see also 45 CFR 74.53 and 42 CFR 433.32(a) (requiring source documentation to support accounting
records) and 45 CFR 74.20 and 42 CFR 433.32(b and ¢) (retention period for records). The administrative claiming
records must be made available for review by State and Federal staff upon request during normal working hours

(8§1902(a)(4) of the Social Security Act, implemented at 42 CFR 431.17).

¥ Medicaid And School Health: A Technical Assistance Guide, p. 72
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Non-Reimbursable Activities

Activities and services that are direct, face-to-face medical services, including but not
limited to, those paid as part of an established fee-for-service reimbursement rate, should
be clearly delineated in the activity codes. These activities cannot be included in claims
for reimbursement for administrative activities.

Additionally, administrative activities that support the provision of or access to non-
medical or non-health related services such as: academic instruction, healthy lifestyle
education programs, and social service programs including the free and reduced price
meal program, TANF, WIC, child abuse and neglect, and employment assistance, are
non-reimbursable activities.

Activity Codes

General Guidelines

A key objective of these HCFA guidelines is to help States address certain basic tenets
with regard to Administrative Claiming. HCFA and States determine allowable Medicaid
administrative activities in accordance with the regulations related to reimbursable
administrative activities (see Appendix C, page 17). However, becalise the Medicaid
Administrative Claim program is a Federal Medicaid program impleffiented by the State
Medicaid Agency, each State should implement a pgogrdf that] reflects the unique
delivery model in that State. fQ

Activity Code Categories

It is essential to develdp actiwgty cgles, with recbgnitiop and consideration of the actual
functions and rgsponsibilities being performed by LEA employ€es, the requirements of
the programs, ahd in gccordahce wjth pripeiples\that=ippropriately distinguish between
and account forfll thege factays.

In general, actiyity cofles shduld®Be developed and organized to capture time spent on
activities according g« th@Tollowing general categories of allocable cost:

e 100% Medicaid Share - the activity fully supports the administration of the State
Medicaid plan and/or EPSDT program and as such is fully reimbursable.

e Proportional Medicaid Share - the activity is reimbursable as administration under
the Medicaid program, but the Medicaid allocable share of costs must be determined
by the application of the percentage of the Medicaid eligible population.

e Reallocated ~ the activity supports the general requirements of the position and is
partially reimbursable based on the percentage of time spent on reimbursable versus
non-reimbursable administrative activities.

e Non-reimbursable - the activity is not reimbursable as a Medicaid administrative
cost.

Activity codes should be designed to effectively differentiate and distinguish between the
types of activities that fall into each of these categories. Appendix B provides general
examples of appropriate activities for each designation. However, specific activity codes
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should reflect the distinct characteristics of each state and be compatible with the State
Medicaid plan.

Capture 100 Percent of Time

Time study activity codes must be developed to capture all of the possible activities
performed by the time study participants. This may be accomplished through a variety of
coding conventions, such as detailed examples with respect to reimbursable and non-
reimbursable activities, or through development of a parallel coding structure that can
differentiate between similar activities performed for multiple purposes, some of which
may be non-reimbursable. Regardless of convention, however, thorough training on
coding procedures is integral to appropriate differentiation.

In order to ensure that 100% of the activities performed by staff participating in the time
study are reflected in the time study results, the staff classifications and associated
supporting documentation (such as position descriptions) for time study participants
should be reviewed and considered in developing the time study activity codes.

Administrative Case Management

While some case management activities may fall within the scope of byth administrative
and targeted case management, a State may not claim the;same cqsts’at the same time
both as targeted case management and administrative ¢ase’ manggement for a given
population.

Skilled professional myedical persognel (SPMP)\perforip many Medicaid administrative
activities that a@ reimpursable. They may requite theig professiendl medical knowledge
Medjcaid ﬁud nop-Meggdicaid activities. However, some

Identification of Activities EIF')gible or Et}vanc d FFP

lud®a means to differentiate allowable activities for

which the SPMP requjred specialized training and knowledge.

4. Cost Reporting Methodology

General Overview

Cost reporting methodology should capture the allowable costs associated with personnel
who perform Medicaid administrative activities. OMB Circular A-87, which contains the
cost principles for state and local governments for the administration of federal awards,
provides that “Governmental units are responsible for the efficient and effective
administration of federal awards.” Under these provisions, costs must be reasonable and

necessary for the operation of the governmental unit for the performance of the federal
award.

Claim calculation methodology should be developed which supports the ability to isolate
costs that will be claimed as Medicaid administration from all other costs incurred for
those same personnel.
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Duplicate Payments

Claims for allowable administrative activities should not duplicate payments that are
included and paid as part of a rate for services, part of a capitation rate, or through some
other federal program. The methodology used to calculate claims related to allowable
administrative activities should eliminate costs related to non-reimbursable activities, and
costs already reimbursed using federal funds. The State must provide assurances to

HCFA of non-duplication through their administrative claims and the claiming process to
HCFA.

Indirect cost rates

Claims for the LEA’s indirect costs are allowable and may be allocated based on an
approved indirect cost rate issued by the cognizant agency, or the use of predetermined
rates, as defined by the state, where the cognizant agency has reasonable assurance based
on past experience and reliable projection of the costs, that the rate is not likely to exceed
a rate based on actual costs.

Offset of Revenue

It may be necessary to offset costs allocated to the Medicaid proéram by amounts
received from other funding sources. Federal Financial Participatigfi®(FFP) may not be
claimed by applying federal funds as matchingfunds. thEﬂeral funds relating to costs
claimed for Medicaid administrative activities must ﬁfoffset fromn the claim prior to
submission. Also, costs may only be included ngt of applicpble credjts such as discounts,
rebates, recoveries or adjustmpents.’] The following inglfde some §f the revenue-offset
categories that must b appliefl in d¢veloping the\net costs:

e  All federal funds, jalong with ady state/local fmatching funds required by the federal
grant. ‘(r

e All state gxpendjtures [whi fdve been previously matched by the federal
government (inclfide icaid funds for medical assistance (e.g., fee-for-service
funds).

Documentation

As with all administrative costs that are related to time study activities, there must be
documentation of the costs that will be claimed for reimbursement. LEAs should
maintain copies of the cost information reported for eligible personnel, and any
supporting documentation related to developing these costs. The state should determine
an appropriate method to assure that costs reported by LEAs are accurate and adhere to
relevant regulations.

Additional guidance regarding documentation for compensation of salary and wages is
found in OMB Circular A-87, Attachment B, Section 11.h.

® See OMB Circular A-87, Attachment A, Part C., Items 4.a.and 4.b.
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5. Claim Calculation Methodology

Overview

The Claim Methodology should be designed to allocate reimbursable costs based on the
selected time allocation methodology and apply the appropriate Federal Financial
Participation (FFP) rates and Medicaid share percentages to develop a claim. The
methodology must be designed to apply the rates and percentages that are appropriate to
the activity type, the skill level of the personnel performing the activity, and the medical
credentials employed.

Criteria for Enhanced FFP for Skilled Professional Medical Personnel

Federal Financial Participation (FFP) at the enhanced rate of 75 percent may be available
for state claims for expenditures related to the costs of activities performed by SPMPs
(and their directly supporting staff) in the administration of the Medicaid program if the
appropriate criteria are met (see Appendix A: Citations)."

Federal regulations contain specific requirements for SPMPs, including that SPMPs have
completed a two-year or longer program leading to an academic degree, or certificate in a
medically related program. State qualification requirements for SPMEs can differ from
(be more or less stringent than) the qualification requirdments f&f participating as a
Medicaid provider. The State is responsible o provi e=4%urancds to HCFA that the
appropriate criteria for claiming enhanced reimbursement for qualifying activities have

been met.

When the individual meets tti:: SE}P qualificatjons, those adminisjrative activities that
require the use pf medjcal knowlefige are kligiblk to bejreimbu at the enhanced rate
of 75 percent. [[he cadi cturg and/or time\studylmethodology should include the
means to diffdrentiatt alloyable Jactivifies ich the SPMP required his/her
specialized trairfing anfl expettise. le administrative activity codes are discussed

eimbursement of Family Planning at 90 Percent FFP

The enhanced family planning matching rate of 90 percent is available for the
administrative activities associated with family planning services.''. In order to be
reimbursed at the enhanced rate, the time study methodology utilized should differentiate
allowable administrative activities related to family planning from similar activities
unrelated to family planning.

10 Law: Section 1903(a)(2) of the Social Security Act. Regulations: 42 CFR 432.2 - Definition of SPMP; 42 CFR
432.50 - FFP rates (personnel); 42 CFR 433.15 - FFP rates (program); SPMP Review Guide (dated June 1986)

1 Law: Section 1903 (a)}(5) of the Social Security Act. Regulations: 42 CFR 432.50(b)(5) as referenced by 42
CFR 433.15(b)(2) :

See Committee Print accompanying the Social Security Amendments of 1973, Brief Description of Senate
Amendments to H.R. 3153, at p. 41 (statement by Conference Committee that "Federal payments for family
planning expenditures[are] not limited to administrative costs. - - . . .90 percent Federal matching for family
planning is available for the cost of providing family planning services and not merely for the cost attributable to
administering such programs").
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Allocable Share of Costs

Many school-based medical or medical-related activities are provided to both Medicaid
and non-Medicaid eligible students. Some activities fully support the administration of
the State Medicaid plan and/or EPSDT program and as such do not require the
application of the Medicaid share percentage. For certain activities, however, costs are
reimbursable only to the extent that they are allocable to activities performed on behalf of
Medicaid eligible students. For these activities, it is necessary to develop and apply a
Medicaid share percentage.

The Medicaid share percentage is the number of Medicaid eligible students in the
relevant claiming population as a percentage of the total number of students in that same
population. The State will determine the relevant population. The Medicaid share is then
applied to the total costs applicable to those activities that are categorized as
“proportional Medicaid share” to determine the costs applicable to Medicaid
administrative activities. The purpose of applying a proportional Medicaid share is to
determine the amount to be allocated between Medicaid and non-Medicaid students.

Whatever method is used to determine the rate, the number of Medicaid eligible students
and the total number of students must be identified for the same time period.

6. Review / Approval Requirement

-
Prior approval by HCFA of the administratiye clain;’ programs and codes is not
explicitly required in Medicaid stajcte an(/i)‘;egu ations, but]HCFA 1ig required to and will

review claims made by StatesMedicaid Agencies for f€leral reimpursement related to
Medicaid administratie actiTities. In sitgationg relatigg to the estpblishment of a new
program such a§ a schpol-based administrative dlaiming prograrfl; the review will focus
ral matching funds. States are

must be am “and approved by the Division of Cost Allocation (DCA) within DHHS
before FFP would be available for school-based administrative claims in the Medicaid
program. The public assistance CAP amendment must provide (in accordance with the
approved interagency agreements) for reimbursement of the administrative activities
performed in the school setting and for claims which will be made on behalf of the LEAs
by the State Medicaid Agency. The public assistance CAP amendment must make
explicit reference to the methodologies, claiming mechanisms, interagency agreements,
and other relevant criteria that will be used by the LEAs for making such claims and
appropriately allocating costs. HCFA does not have direct authority for approval of the
public assistance CAPs; that is the purview of the DCA. However, HCFA works directly
with the DCA in the public assistance CAP review and approval process; under this
process, the DCA will not approve such public assistance CAPs without HCFA's review
and approval of the methodologies referenced in the public assistance CAP.

The required elements of public assistance CAPs are further discussed in the Cost
Allocation section on page 3 as is the review and approval process for such plans.
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Timely Filing

Section 1132(a) of the Act requires that a claim by a State for FFP with respect to an
expenditure made during any calendar quarter must be filed within the two-year period
that begins on the first day of the calendar quarter immediately following such quarter.

This section also provides that with certain exceptions, no payment shall be made for
« . . . . . 2
expenditures not claimed within this period."

State Law Requirements

FFP for school-based services and administrative outreach claims is not available if the
State is not in compliance with its own laws. The OMB Circular A-87 states in item 1.c.
of Attachment A, “General Principles for Determining Allowable Costs,” Section C,
Basic Guidelines: “To be allowable under Federal grants, costs must meet the following
criteria: ... ¢. Be authorized or not prohibited under state or local laws and regulations.”
A question of state law may surface during a review of state practices or be brought to
light by other means; however, it is not expected that an exhaustive review of all state
laws be conducted. If there is a question of whether the state agency is in violation of

state law, a legal opinion should be sought.
lll. Program Integrity -

State oversight is the cornerstone to maintaining the integrity pf the Me¢dicaid School-based
Administrative Claiming program. Through apprépriate revigws, the [State can be assured
that claims are accurate and thazrnetho ologyjadhefes to thf provisions{specified in the Cost
Allocation Plan. Ideally, jmaintalningglaim ifitegrity should be a jointfesponsibility shared
by HCFA, LEAs, the stat¢ agencies anq any claims firocessjng ageffts involved.

HCFA may review] the rejults offthe stite ovgrsi a periodic basis. This review can be
based on a report] submitted by the = This annual report can be augmented if the

situation warrants fnore detaile Or on-site review.

Please see Append] or recommended monitoring parameters.

IV. Conclusion

This Guide contains information for LEAs, State Medicaid Agencies, HCFA offices and
staff, and other interested parties about the existing requirements by which LEAs can claim
Medicaid reimbursement for activities that are performed under the administrative claiming
program. It is important to note that to minimize the possibility of confusion, this Guide
does not, except where there are potential issues of overlap or duplication, address
requirements related to LEAs’ provision of direct medical services, commonly referred to as
fee-for-service (FFS) programs. With regard to the school-based administrative claiming
program, this Guide does not supercede or reinterpret any existing statutory or regulatory

245 CFR §95.4 Definitions State Agency
45 CFR §95.7 Time limit for claiming payment
45 CFR §95.13 In which quarter we consider an expenditure made.
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requirements. This Guide is intended to support and enhance the goals shared by Medicaid
and education of ensuring that all children, especially those who are economically
disadvantaged or disabled, have access to needed health care; that all eligible children are

enrolled in Medicaid, and that LEAs have equal access to the resources available to support
those efforts.
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Appendix A: Details Regarding Basis and Authority

The following sections provide selected statutory, regulatory and other Federal Government
references/authorities applicable to claiming Federal funding under the Medicaid program for the
costs of school-based administrative activities.

Statute/Regulations

¢ Proper and efficient methods of administration: section 1903(a)(7) of the Social Security Act
(the Act)

e Federal matching rate for administration: section 1903(a)(7) of the Act
e Maintenance of Documentation section 1902(a)(4) of the Act

e Timely filing: section 1132 of the Act, Title 45 of the Code of Federal Regulations (CFR)
Subpart A 95.1 ff

e Skilled Professional Medical Personnel (SPMP): section 1903(5)Q)(A) f the Act, 42 CFR
432.50

e Family Planning: section 1903(a)(5) of the Act, 42 ¢CFR 433.15(b)(2), 482.50(b)(5)

e Early and Periodic Screenjng, Difgnosig and T eatment (EPpDT): sectign 1902(a)(43) of the
Act; 42 CFR Part 441, Suljpart B p)

e Medical Assistance]Case s bection,l 905(h)(1 nd 1905(r)

rt 104, Subparts A and D
e Individuals with Digabilitjes Eduéatfon Act (IDEA): section 612(A)(B) and (C)

e Section 504 of the RehabilktationAct:

ated to documentation

42 CFR Description

Subpart M Interagency Agreements

430.1 Scope of subchapter C - Proper and efficient
administration

430.10(b) Interagency Agreement

430.12 Submittal of State plans and plan amendments

430.30(b) Grants procedures - Program estimates (HCFA-37)

430.30(c) Grants procedures - Expenditure reports (HCFA-64)

430.32 Program reviews

430.33 Audits - OIG audits including cost efficiency

430.40 Deferral of claims for FFP

430.42 Disallowance of claims for FFP

431.15 Methods of Administration

431.17 Maintenance of Records

431.53 Assurance of transportation
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431.107
432.2
432.30
432.50

432.50(b)(5)
432.55
433.15
433.15(b)(2)
433.32
433.34
433.51
433.53
441.61

45 CFR
Part 74
Part 95
Part 95

OMB Circular A-87

The OMB Circul
Federal awards

agreements with
governments (gov

A-87 stabli
ied jout through} grants, co:

Required provider agreements

Definition of SPMP

Training Programs: General Requirements

FFP: Staffing and training costs - Availability of FFP at
various rates, allocation basis for personnel costs

FFP for Family Planning

Reporting training and administrative costs

Rates of FFP for administration

FFP for Family Planning

Fiscal policies and accountability

Cost allocation

Public funds as the state share of financial participation
State plan requirements - for state funds

Utilization of providers and coordination with related
programs

Subpart C — Post Award Requirements ‘SJ
Subpart A — Time Limits for States to File Clairf
Subpart E — Cost Allocation Plans

1) _

es c@st pringiples faind gtandards for determining costs for
reimbursement contracts, and other
ents and Federally recognized Indian tribal

nd lodal go

erfal ugiss)!
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Appendix B: Skilled Medical Personnel |

42 CFR §432.50

(1) Medicaid agency personnel and staff. The rate of 75 percent FFP is available for
skilled professional medical personnel and directly supporting staff of the Medicaid
agency if the following criteria, as applicable, are met:

(1) The expenditures are for activities that are directly related to the administration of
the Medicaid program, and as such do not include expenditures for medical
assistance;

(11) The skilled professional medical personnel have professional education and
training in the field of medical care or appropriate medical practice. “Professional
education and training” means the completion of a 2-year or longer program
leading to an academic degree or certificate in a medically related profession.
This is demonstrated by possession of a medical license, certificate, or other
document issued by a recognized National or State medical licensure or certifying
organization or a degree in a medical field issued by a college or university
certified by a professional medical organization. Expgrence in the administration,
direction, or implementation of the Medjcaid prdgram is not tonsidered the
equivalent of professional training in a field of medical care.

(iii)The skilled professional medical pe.sonn | are i
responsibilitiesjthat reEuire hose professipnal medical knowledge and skills.

Medicai{l ageng¢y and the skifled prfitessi
supportipg staff; and /Fr

i atf are secretarial, stenographic, and copying personnel
and file an
for the completion of the professional medical responsibilities and
functions of the skilled professional medical staff. The skilled professional

medical staff must directly supervise the supporting staff and the performance of
the supporting staff’s work.

(2) Staff of other public agencies. The rate of 75 percent FFP is available for staff of
other public agencies if the requirements specified in paragraph (d)(1) of this section
are met and the public agency has a written agreement with the Medicaid agency to
verify that these requirements are met.
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Appendix C: Activity Code Categories

The manner by which each state establishes a comprehensive and detailed set of activity codes
for the school-based administrative claiming program will vary based upon each state’s existing
Medicaid program organization and delivery, applicable demographics, state and local funding
levels and mechanisms. The following defines the broad range of activities by category of
allocable cost that should be accommodated in each State’s set of activity codes. The specific
activity code definitions that a State proposes to use must be included in the cost allocation plan
amendment.

100% Medicaid Share:

These activities are not subject to the application of the Medicaid share
percentage.

e Informing children, parents/guardians, LEA staff, and the com!nunity about the
benefits and availability of the Medicaid program and M‘qiicai covered services.

e Seeking out and identifying children withif) the gengral studentjpopulation or within
a targeted student population(s) who are in heed of Medicaid coyered health services.

e  Assisting potentially eligiple st entsjnd thei flies to enrol} in Medicaid.

e Providing pr p
effectivenegs of

icipating 4n trairling

e Identifying] and goordi
covered services yuithst

42 CFR 433.135, 42 CFR 435.905, 42 CFR 435.940, 42 CFR
432.30, 42 CFR 441.61, SMM 5230
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Proportional Medicaid Share:

The proportional Medicaid share percentage must be applied to allocable costs
associated with these activities.

e Referring, coordinating, planning and monitoring health serv1ces designed to
address an individual child’s health needs.

e Arranging and/or providing translation or transportation services to enable a student
to access needed medical care.

e Arranging or referring for family planning services.

Citations: 1903(a) SSA, SMM 4302.2(G)(2), 42 CFR 431.53, 42 CFR
441.62, 42 CFR 441.56(a)(3), 42 CFR 432.5(b)(5), 42 CFR
433.15(b)(2)

Reallocated Activities: | J

These activities support the general requirements of the osmo W and are partially
reimbursable. |

¢ Performing administrative or lerlca duties relatjpgl to the general functions or
operations of the LEA in ludm pald me o}f and breaks.

Citations: 45 CF

Non-Reimbursabje A

These activities are not
program.

95. 0
jvities:
imblrsed under the Medicaid Administrative Claim

e Providing direct medical care, treatments or counseling interventions.

e Performing activities relating to the provision of a direct health service that is
included in a fee-for-service rate for which the LEA is claiming reimbursement.

e Providing instruction, supervising students, or conducting extra-curricular activities.

e Arranging or providing services associated with social service programs, or other
programs that do not yield health-related outcomes.

Citations: OMB A-87 Attachment A, C. 1. a. and h.
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Appendix D: State Oversight

To ensure that the Medicaid School-based Administrative Claiming program is relevant to the
“proper and efficient administration of the State’s Medicaid plan™ and that it complies fully with
all applicable federal and state requirements, the State Medicaid Agency should administer
certain oversight mechanisms on a periodic basis.

Oversight, as described below, should be maintained in the following areas: time allocation
methodology, cost reporting methodology, verification of Skilled Medical Professional
Personnel (SPMP) eligibility and utilization standards, and claims processing. State reviews
should be frequent enough to maintain the integrity of the program, while taking into account the
objectives of the effort, the resources of the agency, and the administrative burden upon the
LEAs.

As appropriate, the State may utilize independent professional services firms in its oversight of
the Program. The LEAs should provide assurance that resources shall be reasonably available if

a more detailed audit of the program is required. J
Time Allocation Methodology H*’
In order to ensure that the time study is statistically valid {for exampl¢, at the 95 percent

requirements of the time allocation r!tetho plogy.] The\descripflon of this gffort should include
information on the frequency pf reviews ag'the lodal levkl, staf perfomﬂg the reviews, and the
review protocol.

Recommended activitigs may |nclud G’J
e Review of tfaining materfals 0 1nstruct the time study participants.

e  Periodic observaflon¥of time study training. -

confidence level), the State Medicaid Agengcy shOJId nitor the gompliange of the LEAs to the

e Intervi€®s with a sample of personnel who completed time study surveys.

e Random examination of a representative sample of time study surveys.

Cost Reporting Methodology

School district auditors provide assurance of cost reporting procedures through the annual audit
process, which includes adherence to requirements of the A-133 Single Audit Act. In addition,
the following or similar measures are recommended:

e Desk reviews of a sample of LEAs conducted by an independent audit professional
services firm to determine the accuracy of submitted data.

e Periodic on-site visits to verify that reported expenditures conform to OMB Circular
A-87, applicable claim guidelines and Generally Accepted Accounting Procedures.
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Verification of SPMP Criteria

Federal Financial Participation (FFP) may be available at the enhanced 75 percent for activities
performed by SPMP based on the activities of SPMP (see “Criteria for Enhanced FFP for Skilled
Professional Medical Personnel”, page 10). The State Medicaid Agency, or its designated agent
should verify that SPMP providers have met all of the requirements for the SPMP designation as
outlined in 42 CFR 432.50.

Claims Processing

To ensure that the claim calculation methodology as defined in the cost allocation plan is
adhered to, the State Medicaid Agency may require any claims processing contractor to engage
in a SAS 70 Review (Statement of Auditing Standards Review). This annual review provides
independent validation that the controls, policies and procedures employed in the development
and calculation of claims are sufficient to ensure accurate claim results. The review also
addresses design, and description of the reliability of the security, control or processing

techniques implemented in processing claims.
B
I -
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Some Q’s and A’s from Administrator’s Testimony on School-based Health Services
June 17. 1999

Q: Why is HCFA concerned about the way the Federal government is paying through
Medicai& for health care services in the schools?

A: We are concerned about the payment for Medicaid services in school-based settings for
several reasons. First, schools have not been traditional Medicaid providers or providers
of medical services. Federal Medicaid requirements are complex and the implementation
of Medicaid varies by State. Many schools are not as familiar with these requirements,
and they are not accustomed to operating in the “medical services world.” For example,
most schools have needed to establish medical billing systems. It can be challenging and
administratively complex for schools to obtain reimbursement. .

Second, because schools are public entities, the potential exists for States to set generous
Medicaid payment rates. These Medicaid payments could replace State education dollars
previously spent on these services with new Federal funds through Medicaid. Since these
are new Federal dollars, States can afford to provide consultants with a percentage of the

new funds.

Third, States that pay using bundled rates do not maintain documentation of individual
services. Without proper documentation of services, there is no reliable basis for
determining the reasonableness of the rate or its accuracy. In addition, there is no means
of ensuring that a particular service was provided to a child.

We, therefore, believe that careful monitoring and documentation are essential to ensure
accurate reimbursement.

Q:  What will happen to Medicaid payment for school-based services in those States
now that HCFA has prohibited bundling?

A: The regional offices of HCFA will work closely with the States with approved plan
amendments to help them develop acceptable reimbursement methodologies. Federal
funding for school-based services will continue to be available to those States while the
work of developing an alternative methodology is taking place. Should a State fail to
show good faith in its efforts to revise its payment methodology, HCFA may pursue

disallowances through the compliance process. !

With respect to North Carolina, the State has already notifie@®HCFA that it plans to
submit a new methodology for approval by the end of June. It also indicated that it has
sufficient documentation to justify the FFP paid for school based sewices‘for past periads

as fee-for service claims.
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Why did HCFA move now to prohibit use of these rates in schools?

A number of consultants have been encouraging States to implement bundled rate
methodologies. In light of our concerns about the reasonableness of the rates, HCFA
decided t® act expeditiously to prevent additional States from investing time and effort
into implementing a problematic system of reimbursement.

What are HCFA's éoxﬁ:erns with bundling of school-based services?

States that pay using bundled rates do not maintain documentation of individual services
sufficient to establish the reasonableness or accuracy of the rates. Most rely on the
Individualized Education Plans (IEPs) which describe in broad terms the services which a
child should receive, but do not document the services that a child actually receives.

HCFA believes that these bundled rates may therefore result in higher payments than
would be reasonable on a fee-for-service basis.

Please provide a chronology of events on school-based health services. When did
you identify this as a problem and what actions have you taken to address it?

August 1997. In response to the emerging interest and involvement by schools and State
Medicaid agencies in establishing systems for paying for medical services and associated
administrative expenses for Medicaid-eligible children under IDEA, HCFA published 2
technical assistance guide on Medicaid and School Health in August 1997, This Guide
provides the Federal policies and guidelines related to Medicaid coverage and
reimbursement of school-based health services and describes many of the issues involved

in establishing a system for receiving Medicaid payment.

Early 1998: Florida applied for a State Plan Amendment to reimburse on a “bundled rate”
methodology. They informed us that consultants were assisting them and were working
with other States. HCFA identified three areas of concern: 1) Administrative claiming; 2)
Use of the “bundled rate methodology” for reimbursing SBHS and; 3) Payment for
transportation of Medicaid-eligible IDEA children to-and-from school who do not require

specialized transportation.

November 1998: Briefed Hill staff twice on the three areas we had identified as concerns.
They requested that we send a State Medicaid Director letter prohibiting “bundling.”

January 1999: Senate Finance Committee staff asked Department of Education and HCFA
to discuss why “bundling” was important to States.

April 1999: HCFA organized a site visit to two Philadelphia area schools for Hill staff and
OMB..

May 21. 1999 HCFA issued a State Medicaid Directors’ letter prohibiting use of the
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bundling rate methodology to pay for Medicaid covered SBHSs and prohibiting Medicaid

payment for transportation to-and-from schools for IDEA children who do not require

specialized transportation. In the Summer, we plan to publish a guide that clarifies the

requirements for Medicaid expenditures for administrative activities performed in schools.
1
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May 21, 1999
) N
Dear State Medicaid Director:

This letter addresses reimbursement for school-based health services under Medicaid. School-based
services play an important role in assuring that Medicaid-eligible adolescents and children receive
needed health care. In particular, Medicaid is the payer of first resort for medical services provided to
children with disabilities pursuant to the Individuals with Disabilities Education Act (IDEA).
Although HCFA strongly supports the provision of school-based health services, it is important that
these services meet applicable Federal Medicaid requirements. This letter clarifies HCFA policy in
three areas: (1) use of a bundled rate to pay for medical services provided to Medicaid-eligible
children in schools; (2) State claiming for school health-related transportation services for children
with Individual Education Plans (TEPs) under the IDEA; and (3) State claiming for school
health-related administrative activities.

Bundled Rates for School-Based Services

We and key Congressional Committees have identified a concern related to the "bundling” of
school-based health services. We believe you share our interest in maintaining the fiscal integrity of
the Medicaid program and, because of the risks discussed below, we are changing our policy in this

regard.

A number of States have been paying for school-based services using a "bundled rate" methodology.
This permits schools to minimize paperwork by billing for a package of medical services, rather than
for each individual service provided to each child. A bundled payment rate exists when a State pays a
single rate for one or more of a group of different services furnished to an eligible individual during a
fixed period of time. The payment is the same regardless of the number of services furnished or the
specific costs, or otherwise available rates, of those services. The bundle may include two or more
components usually provided by different providers, each with their own unique provider
qualifications, even if the components fall within the same 1905(a) service category. For example,
bundling exists when two or more component services are provided under the rehabilitative services
benefit even if all of the school-based services are identified in the State plan as being contained within

that one 1905(a) service category.

Our concerns are related to the fact that bundled rates for school-based providers are not related to a
specific type of procedure and are generally not available to all qualified providers in the community
who might wish to be similarly reimbursed. Furthermore, schools do not maintain the types of medical
documentation that establish the reasonableness or accuracy of a rate. Because of these factors,
HCFA has concluded that these bundled rate methodologies do not produce sufficient documentation
of accurate and reasonable payments, and may result in higher payments than woulg be reasonable on
a fee-for-service basis for each individual service and thus do not meet the statutory intent of the law.
Section 1902(a)(30)(A) of the Social Security Act requires that States have methods and procedures
to assure that payments are consistent with efficiency, economy, and quality of care. We believe that a
bundled rate for school-based services is inconsistent with economy, since the rate is not designed to
accurately reflect true costs or reasonable fee-for-service rates, and with efficiency, since it requires

Tuesday, August 03, 1999 11:45 AM
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substan_tiaﬂy more Federal oversight resources to establish the accuracy and reasonableness of State
expenditures. There is therefore no reliable basis for determining that the rate is related to the actual
cost to the State and other public entities, absent documentation of the individual services provided.

Effective immediately, HCFA will no longer recognize bundled school-based health services rates as
acceptable for purposes of claiming Federal financial participation (FFP). States that are currently
paying bundled rates for school-based health services pursuant to an approved State plan amendment
must develop and prospectively implement an alternative reimbursement methodology. We will be
convening a meeting with a group from the States and the Department of Education to discuss
options that are available. Also, States will be given time to work with the HCFA regional offices
which will assist in the development and implementation of a non-bundled reimbursement

methodology.

HCFA would like to work with states to implement a strategy so that States can come into
compliance prospectively. At this time, no retroactive disallowances of FEP are planned nor are
prospective deferrals. However, we expect states to work to come into compliance with this policy
expeditiously. We recognize that some may require authorization or action by the State Legislature to
implement 2 new reimbursement methodology. In the event that States do not come into compliance
within a reasonable time, HCFA will consider taking a compliance action, including deferrals and
retrospective disallowances to the date of this letter.

HCFA will not approve any additional amendments to State plans that seek to reimburse for
school-based health services using a bundled rate. States with pending bundling plan amendments may
either withdraw those amendments or revise them to conform to the requirements described in this
letter. If the State wishes to retain the effective date of the amendment, HCFA will assist the State to
develop an approvable amendment. An approvable amendment must include requirements for
maintaining documentation of the individual services provided to support claims for FFP. It should be
noted that the IEP is not sufficient for purposes of documenting services provided since it identifies
only those services that a child should receive, and not those services that the child actually receives.

Transportation

HCFA's policy concerning Medicaid payment for transporting Medicaid-eligible IDEA children to and
from schools is described in the Medicaid and School Health Technical Assistance Guide. The Guide
indicates that transportation to and from school may be claimed as a Medicaid service when the child
receives a medical service in school on a particular day and when transportation is specifically listed in

the IEP as a required service.

It is our understanding that an IEP should include only specialized services that a child would not
otherwise receive in the course of attending school. Therefore, HCFA would like to clarify that a
child with special education needs under IDEA who rides the regular school bus to school with the
other non-disabled children in his/her neighborhood should not have transportation listed in his TEP
and the cost of that bus ride should not be billed to Medicaid.

If a child requires transportation in a vehicle adapted to serve the needs of the disabled, including a
specially adapted school bus, that transportation may be billed to Medicaid if the need for that
specialized transportation is identified in the [EP. In addition, if a child resides in an area that does not
have school bus transportation (such as those areas in close proximity to a school) but has a medical
need for transportation that is noted in the IEP, that transportation may also be billed to Medicaid. As
always, transportation from the school to a provider in the community also may be billed to Medicaid.

Tuesday, August 03, 1999 11:45 AM
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These policies apply whether the State is claiming FFP for transportation under Medicaid as medical
assistance or administration.

When a State claims FFP under the Medicaid program for transportation services as medical
assistance under an approved reimbursement rate, the requirements for documentation of each service
must be maintained for purposes of an audit trail. This usually takes the form of a trip log maintained
by the provider of the specialized transportation service. The methodology used to establish the
transportation rate should also be described in the State plan.

When FFP for the costs of transportation services is claimed as administration, the requirements of
the Office of Management and Budget Circular A-87 for determining allowable costs, as well as any
other applicable requirements for claiming administration under Medicaid, must be met. This includes
the development of a cost allocation methodology to ensure that Medicaid only pays for that portion
of the specialized mode of transportation allocable to Medicaid beneficiaries.

Effective July 1, 1999, FFP will only be available for Medicaid school-based transportation cost as
administrative activities in accordance with the policies described above. Similarly, FFP for IEP
related transportation services will only be available for services provided on or after July 1, 1999 as
specified in this letter. HCFA's regional offices will provide technical assistance to States to assist
them in properly claiming FFP for school-related transportation.

Administrative Claiming for School-Based Services

HCFA is currently reviewing practices related to State claiming for school-based adnﬁxﬁstrative
activities. A guide is expected to be published this Summer which clarifies the requirements for claims
for Medicaid expenditures for administrative activities performed in schools.

HCFA regional and central office staff will provide every assistance to States in their efforts to
conform to these policies.

Sincerely,
/s/

Sally K. Richardson
Director

cc:

All HCFA Regional Administrators _

All HCFA Associate Regional Administrators for Medicaid and State Operations
Lee Partridge - American Public Human Services Association

Joy Wilson - National Council of State Legislatures
Matt Salo - National Governors' Association

@Remrn to Medicaid Professi echni ormation Page

Last Updated May 24, 1999

Tuesday, August 03, 1999 11:45 AM



AUG-§4-1993 19:11

HCFA LEGISLATION 410 205 >1o7

"% Testimory of @ﬁe
D k
\%« » SALLY RICHARDSON, DIRECTOR

%% CENTER FOR MEDICAID AND STA

JUNE 17, 1999

F.0os 15



AUG-B4-1999 19:11 HCFA LEGISLATION 410 285 S157 P.@5/14

Testimony of
SALLY RICHARDSON, DIRECTOR
CENTER FOR MEDICAID & STATE OPERATIONS
HEALTH CARE FINANCING ADMINISTRATION
on
MEDICAID COVERAGE OF SCHOOL-BASED SERVICES

before the
SENATE FINANCE COMMITTEE
June 17, 1999
Chairman Roth, Senator Moynihan, distinguished Committee members, thank you for inviting us
to discuss Medicaid funding for school-based services. I want to emphasize the important role
school-based services play in assuring that children receive needed health care. School-based
programs can also play a powerful role in identifying and enrolling children who are eligible for
Medicaid, as well as the new State Children’s Health Insurance Programs. We strongly support

Medicaid funding for school-based health services to children enrolled in Medicaid.

I have had the privilege of working closely with your Committee to understand the recent growth
of Medicaid reimbursement in the schools. We recently sponsored a site visit for key Committee
staff to see first hand the essential role school-based services play in ensuring that Medicaid-

eligible children receive needed care while minimizing disruption to the education process.

However, your Committee, our staff, and now the General Accounting Office have identified

serious concerns with Medicaid payments for school-based care in a handful of States. These

include:

> “bundled” payment for groups of services to disabled children without documentation of
the actual delivery of services or their costs;,

’ billing for transportation costs that Medicaid does not cover; and

> billing for administrative activities that Medicaid does not cover.

We believe we must act now to clarify issues, eliminate any inappropriate practices that exist, and
protect the integrity of Medicaid funding for school-based services. We, therefore, sent State
Medicaid Directors a letter May 21, 1999 that modifies and clarifies policy in these areas.
Specifically:
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> we will no longer approve federal Medicaid matching funds for bundled payments for
school-based services,

» we will only pay transportation costs for children with special transportation needs; and

> we will issue guidance this Summer on Medicaid covered administrative costs.

We also will continue to work with Congress and the States to ensure that school-based services

covered by Medicaid are billed appropriately and provided efficiently and effectively.

BACKGROUND

Many school-based health programs provide a broad range of services that are covered by
Medicaid, affording access to care for children who otherwise might well go without needed
services. And, as mentioned above, school-based programs also can play a powerful role in
identifying and enrolling children who are eligible for Medicaid, as well as the new State
Children’s Health Insurance Programs. For Medicaid to cover school-based services, they must
be primarily medical and not educational in nature. They must be provided by a qualified
Medicaid provider to children in families that meet Medicaid income eligibility requirements. And

they must be considered medically necessary for the child. The services can include:

> routine and preventive screenings and examinations;

> diagnosis and treatment of acute, uncompliceted problems;

- monitoring and treatment of chronic medical conditions; and

> provision of medical services to children with special needs under the Individuals with
Disabilities Education Act.

Medicaid funding for school-based services was limited to coverage for routine screenings and

" treatment of acute, uncomplicated problems until 1988. Then Medicaid’s role in supporting
school-based health care was greatly expanded under the Medicare Catastrophic Coverage Act.
It stipulates that Medicaid -- not the Department of Education -~ pays for medical services
provided to Medicaid-eligible children with special health care needs. Each child must have an
Individualized Education Plan, in accordance with the Individuals with Disabilities Education Act,

in order for Medicaid to pay for their school-based care.
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There has been a surge of State interest in Medicaid reimbursement for school-based health
services, mostly for Medicaid-eligible children with special needs under the Individuals with
Disabilities Education Act. We have encouraged this because of the potential for school-based

services to support “mainstreaming” children with disabilities into regular schools while
continuing to ensure that they get the care they need.

As mentioned above, however, three major areas of concern have begun to emerge. We strongly
believe we must address these issues now to make sure that taxpayer funds are spent
appropriately, to protect the integrity of school-based health care programs, and to ensure that the
potential of school-based services to maximize opportunities for children with disabilities is not

compromised.

Bundling

Bundled payment for school-based services creates a real potential for Medicaid to pay too much
or to pay for care which has not been provided. We have, therefore, told States in a May 21,
1999 letter that we will stop providing federal Medicaid matching funds for bundled payments.

Several Medicaid programs have been paying for school-based services with a bundled rate. This
means that States make weekly or monthly payments to schools based on a package of services
that are needed by children within various categories of disabilities, rather than paying separately
for each individual service. Many services may be included in the bundled rate, such as physical
therapy, speech therapy, and vision services. The cost for the bundled rate is based on the
average historical cost of services for children in each disability category. The payment is the
same regardless of the number of services actually furnished or the specific costs of services
involved.

However, in most States that make bundled payments to schools, school-based providers are not
maintaining adequate documentation for bundled payments. In fact, most do not have the

administrative structure for maintaining such documentation. Also, State Medicaid agencies are
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not conducting periodic reviews to reconcile claims to services delivered and plan approved costs.
Without proper documentation of services included in bundled rates, there is no reliable basis for
determining whether the needed service was delivered at a reasonable rate. This creates the

potential for States to obtain Federal matching funds for care which has not been provided.

That is why our May 21, 1999 letter to State Medicaid Directors made clear that we will no
longer recognize bundled rates for school-based heal 1 services. States that currently pay
bundled rates for school-based services must develop and prospectively implement an alternative
reimbursement methodology. We will meet with a workgroup of States, the Department of
Education, and other interested parties to discuss ways to pay for school-based services that
provide full accountability and administrative efficieacy. In the meantime, our regional offices

also will actively work with States to assist in the development and implementation of non-
bundled rates.

We recognize that changing payment methods may require authorization or action by the
legislature in some States, and that the work may have to compete with State efforts to make
information systems Year 2000 compliant. We will not ask States that have been using bundled
rates to give back federal matching funds for school-based payments made before our May 21
letter. However, we expect States to make necessary changes within a reasonable time frame. If

they do not, we will take appropriate enforcement actions allowed under the law.

Transportation

Some school-based health care programs have inappropriately billed Medicaid for transportation
costs that are not related to medical care. Medicaid covers the cost of transportation to and from
school for children with specialized transportation needs identified in their Individualized
Education Plan on days when they receive a medical service in school. In addition, if a child with
special health care needs requires specialized transportation to and from school for a2 medical

service but lives in an area that does not have routine school bus service, that transportation also
maybe billed to Medicaid.
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In all situations, Medicaid funding is reserved for specialized transportation to schoo! on a day
when a child is recelving a medical service. However, several States have been claiming federal

Medicaid matching funds for transportation costs not covered by this policy.

Therefore, our May 21 letter to State Medicaid Directors says explicitly that children who ride the
regular school bus to school with other non-disabled children in the neighborhood should not have
transportation listed in their Individualized Education Pian, and the cost of that bus ride should
not be billed to Medicaid.

The letter also makes clear that:

> States must describe the methodology used to establish the transportation rate in the
State’s Medicaid plan,

> States must require documentation of each transportation service, usually in the form of a

trip log maintained by the provider of the specialized transportation service, when claiming
these costs as a direct service; and

> States must develop a cost allocation methodology to ensure that Medicaid only pays for
transportation-related administrative costs attributable to Medicaid beneficiaries when
claiming these costs as an administrative service.

Our regional offices also will provide technical assistance to help States in properly claiming

Federal matching dollars for Medicaid-covered school-related transportation costs.

Administrative Claiming

Some school-based health programs may have billed Medicaid for administrative expenses that

Medicaid does not cover. Medicaid covers administrative expenses incurred by schools in

providing Medicaid services, such as outreach and case management. However, we again have

identified important concerns about how these expenses are being accounted for and claimed.

Speciﬁcally:

> some school-based providers are not adequately documenting Medicaid administrative
claims;
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»  some school-based providers are including administrative activities related to services that
Medicaid does not cover or for services to children who are not eligible for Medicaid; and

> some school-based providers may have claimed the same administrative costs twice by
including activities that have already been paid for as part of the Medicaid service itself or
by the State or local school district under the Individuals with Disabilities Education Act.

We are working diligently with States to foster a bet*er understanding of when school-based
administrative activities are eligible for Medicaid coverage. We plan to issue a written guide

related to the requirements for school-based administrative activities this Summer.

CONCLUSION
We are committed to supporting school-based health care services and promoting their potential
to afford access to children who otherwise might go without needed care. We must, however,

make sure that Medicaid payments for school-based services arc appropriate.

Thanks to the support and cooperation we have received from this Committee, we have identified
and are addressing the concerns that have emerged. Our joint work on this issue is an example of
how the Administration and Congress can work together to identify a potential problem, develop
an understanding of the practice, and establish sound policy to protect the long-term interests of
both taxpayers and beneficiaries.

We will, of course, continue to closely monitor the situation. However, the actions we are taking
should halt inappropriate billing and protect the integrity of Medicaid funding for school-based

health care. I thank you for holding this hearing, and I am happy to answer your questions.

# # #

TOTAL P.14
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MEMORANDUM TO DAN MENDELSON (by faxto 395-5631)

FROM JANICE ENRIGHT@%/

RE MEDICAID’S ADMINISTRATIVE OUTREACH

CLAIMING PROGRAM
(Early Periodic Screening Diagnosis and Treatment)

Dan, thanks for your message returning my call.

As I am sure you are aware, on 19 October, the House did pass a bill (H.R. 1180)
which pretty much tracks the same language as I transmitted to you the other day with

H.R. 3070. My understanding is that the Senate version will require a conference
committee.

Attached is some information that aftcmpts to explain some of the concerns that
section 407 presents, if adopted.

Given the serious implications that such legislation may have and its effect on
good public policy, I would appreciate any thought you could give to the concern and get
back to me. It is still our hope that there may be time for a conference among interested
parties, who, I am confident would bring much to bear to the dialogue concerning the
value of allowing the elements of section 407 to stand.

I hope to hear from you to discuss this, and to get your advice on whether or not it
makes sense to contact Kathy King again at this juncture.

cc: Chris Jennings (by fax to 456-5557)
Ve |
FAX DATE: ,/5 { 7
DaN MENMDELSO :

TO: C 147215 T VIV /\/(ff>
g%%hﬁ:: ICKES OR ENRIGHT

202-887-6726 =
PAGES: —m
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CHILDREN AT RISK:
RECENT HOUSE ACTION JEOPARDIZES FUNDING -
FOR SCHOOL-BASED HEALTH CARE SERVICES FOR POOR CHILDREN

Oue of the most significant problems in providing health care to our nation’s poor and
medically needy children is identifying them and placing them in public programs where
medical services can be appropriately delivered. As the GAO has documented for Congress,
there are an estimated 3 million children in the U.S. who are Medicaid eligible, but who are
nos receiving medical services, This is a point that the President has also emphasized when he
recently announced his new Medicaid outreach initiative for childven,

Congress requires that states perform outreach to identify and refer children who are Medicaid
eligible for appropriate services, and provides federal matching payments for outrcach services as
part of the state's Medicaid pragram. Cangress also provides that this outreach responsibility
can be delegated to the schoals. Schoals arc one of the best locations for identifying
Medicaid-eligible children with unmet health needs. -

Schools perforn a number of health related functions. These include:

s Conducting outreach to identify and refer children to establish Mcdicaid cligibility; -

» Assisting applicants with Medicaid enrollment; and

e Arranging appointments with various health care providers for medical and screening
services.

Mecdicaid is also authorized to reimburse schools as qualified providers for covered medijcal
services provided through school personnel and other qualified practitioners with whom the
schoal contracts. Such services include physical, occupational, and speech therapy, as well as
diagnostiz, preventive, and rehabilitative services. It is clear that Congress has determined
that schools can address the health-related needs of many children.

" Over the past several years, school districts in 35 states participate {n the Medicaid program
as part of either the school based health service initiative or the school administrative outreach
program. States such as Illinois, Michigan, Florida, and Texas have worked with their state
Medicaid agency and the Health Care Financing Administration (HCFA) to implement very
successful programs.

Unfortunately, on October 19th, thc House of Representatives passed H.R. 1180 (Sectian

407), which contains provisions, which will in effect, substantially eliminate school district
participation in the Medicaid program.

Page 1 of 2
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Without the benefit of public dialogue or the normal Committee consideration of these
ptovisions, the previons Congressional commitment made to the nation's schools to assist in
the funding of early identification of medically at risk children, and the pravision of
necessary medical services to poor childsen, is undone by H.R. 1180 (Scction 407). Tkis bill
will end the flexibility that States and local school boards have enjoyed in crafting programs
tailored Yo the needs aof thelr children. Instead, the legislation requires that HCFA
bureaucrats “take over” whatever will remain of the program. Provigions of this bill will:

« Invalidate within 60 days virtually every existing claims processmg contract with consequent
massive disniption in school finances;

s Replacing exjsting flexible billing programs which have bccn in operation for up to four
ycars in numerous states, with a "onc-size, fits 21" HCFA-designed program which must be
implemented by schools within 90 days;

¢. Terminate in any meaningful way the billing to Medicaid of special education transportation
pervice; and

» Impose onerous requirements that will make it impossible for schools to provide school
based medjcal services for those children who are managed care enrollees.

Given the widespread devastating cansequence of these provisions in H.J. 1180 (Section
407), these scctions should be dropped from the bill.

Page 2 of 2
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Memorandum

Date March 10, 2000
To Chris Jennings
From Gary Mauro

Subject  Analysis of HCFA’s Medicaid School-Based Administrative Claiming Guide

The American Association of School Administrators asked Sara Rosenbaum to
complete this analysis of HCFA’'s Medicaid School-Based Administrative Claiming
Guide. |thought you might be interested.
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Memorandum

To: Bruce Hunter and Nicholas Penning, AASA

Fr: Sara Rosenbaum, Harold and Jane Hirsh Professor, Health Law and
Policy, The George Washington University School of Public Health and
Health Services

Re: Analysis of HCFA’s Medicald School-Based Administrative Claiming
Guide

Date: February 28, 2000

This memorandum responds to your request for an analysis of HCFA’s
Medicaid School Based Administrative Claiming Guide. It identifies key
issues for consideration by the American Association of School
Administrators. :

In reviewing this guide, it is important to place health care furnished in
and through schools into some context, as well as recap the basic
structure of the Medicaid program. The first part of this memorandum
thus lays out certain contextual considerations. The second part
analyzes the draft guide.

The Child Health and Medicaid Context

» Basic health care in schools (e.g., preventive health and dental care,
immunizations, primary medical care for routine physical and
emotional health needs, family planning services, and other forms of
basic pediatric and adolescent health care) are now a routine matter
in schools. As the proportion of children enrolled in publicly funded
health insurance programs (e.g., Medicaid and SCHIP) grows, the role
played by these programs in helping to finance the cost of pediatric
and adolescent health care can be expected to grow. School health
services are particularly prevalent in lower income schools, where the
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proportion of children enrolled in or eligible for public health
financing is high.

» School districts have a legal obligation to furnish related services to
children and adolescents who qualify for assistance under the
Individuals with Disabilities Education Act (IDEA). This obligation is
broad ins scope, since related services can be ongoing and high cost.
Cedar Rapids School District v Garret 119 S. Ct. 992 (1999). Children
who are lower Income and enrolled in Medicaid are at
disproportionate risk of developing the types of physical and mental
disabilities that must be treated in order to make education in the
most integrated setting feasible. Much of this treatment may have to
occur during the school day (i.e. in or through schoolsj.

» Medicaid offers two basic forms of federal financial assistance for state
expenditures on behalf of children: medical assistance and
administrative payments. These two forms of financing are designed
to do different things and are subject to different sets of federal
payment requiremcnts. However, the two types of activities can
overlap heavily; under current regulations, states have discretion to
decide how to claim these services.

» Through the EPSDT program, Medicaid °medical assistance” funds
are available to pay for virtually any preventive, medical, remedial, or
treatment service needed by a child or adolescent.

» Federal Medicaid contributions for administrative costs are subject to
a broad general test as to whether such activities that are necessary
for the “proper and efficlent administration® of state programs.
Furthermore, EPSDT has its own set of required administrative
activities for which federal funding also is available.

» Other provisions of the statute allow for the reimbursement as either
a medical or administrative service of most of the medical care a child
would need. Not only is the actual provision of care an allowable cost,
but also covered by Medicaid FFP rules are expenditures related to the
identification and enrollment of eligible children, and expenditures
related to the management of school-located health programs,
including activities related to billing and claims, recruitment and
training providers, quality of care oversight, medical records
management, the development of patient care standards, data
reporting, and so forth. Federal accounting principles govern how
these costs are apportioned to Medicaid.

> States have broad discretion over program design in administering
thecir Medicaid programs, but certain basic rules apply. In order to
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qualify for federal medical assistance payments, the expenditure must
be for a covered service that is furnished by a qualified Medicaid
provider in accordance with applicable provider participation
standards. To be federally reimbursable, administrative activities
must fall within the ambit of the statute and must be proper and
efficient. Furthermore, as noted, where the activities are in support of
more than Medicaid beneflciaries or program activities, the costs must
be apportioned in accordance with federal accounting principles.

» Services may be either medical or administrative in nature;
furthermore, certain services may have multiple characterizations
under the statute. For example, arranging for necessary medical care,
scheduling appointments, transporting children, and following up on
referrals all constitute EPSDT administrative duties under
§1902(a)(43) of the Social Security Act. They also can constitute
medical assistance cas¢ management services under §1905(a)(19), to
which all children are entitled as part of their EPSDT benefit. Where
the service in question is a family planning benefit, it may be possible
to characterize patient support as either an EPSDT administrative
service or a family planning service.

The Draft Guide

In general

When completed, HCFA’s guide could provide important and useful
information for state Medicaid and education agencies regarding the
circumstances under which fedcral Medicaid funds are available to assist
in the medical and administrative costs associated with furnishing basic
and specialized medical and health services to Medicaid enrolled children
in schools. The guide also will be highly useful in helping states carry out
the Prcsident’s directive to use the schools as a critical means of
identifying and enrolling eligible children.

In its present form, however, the guide suffers from a series of intrinsic
shortcomings that are inevitable when an attempt such as this one is
made to separate the administrative discussion from the medical
assistance discussion. Rather than clarifying matters, the guide raises
additional questions and creates a fair amount of confusion.
Furthermore, and most fundamentally, the guide appears to contain
incorrect statements of law and policy, particularly with respect to what
Is a covered medical benefit. Because the concept of what is an allowable
administrative cost is necessarily so tied to what is a permissible medical
assistance expenditure, it is not possible in my view to write a guide that
accurately covers only “administrative claiming.”
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Moreover, it is absolutely essential in my view to the health and welfare
of children and their continued access to health care in schools that the
tone of this guide be correct. Children and adolescents who are lower
income have significant health care needs, and those needs frequently
must be met during the school day and potentially In the schools
themselves. The pressures on schools to furnish health care thus are
enormous. Yet in its current format, the guide as drafted can only be
characterized as having as its principal goal the ending of Medicaid
payments for the cost of health services furnished in schools. Almost no
time is spent elaborating on the importance of school located services or
on what can be done in schools. Any person reading this Guide would
immediately pull the plug on efforts to bring Medicaid revenues to bear
on school services.

This overwhelmingly negative legal message is precisely what was
rejected by Congress last fall. It is utterly incompatible by the emphasis
that the Administration has placed on schools as critical links for
children in a wide variety of services and is fundamentally inconsistent
with the purposes of other major laws for children, particularly the IDEA.

The true goal of such a guide should be to encourage the appropriate use
of Medicaid to aid schools to identify and enroll eligible children and
deliver necessary basic and advanced medical and health services. To
achieve this result, the guide needs to spend at least as much time on
what is reimbursable as what is not.

It is also worth noting that while the Guide indicates that its purpose is
to clarify existing policy rather than make new policy, whether it achieves
such a result (i.e., no new policy) is questionable. To the extent that the
guide reinterprets and applies in a school context federal accounting
rules in ways that previously had not been formulated, the guide may in
fact represent new policy. 1 am not an accounting expert, but in reading
the comments coming in from local and state school administrators, [
was left with the distinct impression that the accounting practices
prescribed in the guide differ significantly from school districts’ and
Medicaid agencies’ general understanding of what is permissible. To the
extent that the accounting principles in the guide do in fact represent
new policy, then the Administrative Procedures Act would seem to
require rulemaking, and the terms of the guide would be unenforceable
in the absence of such a supporting and final rule.

Detailed comments

The following represent my page-by-page comments to specific sections
and statements within the draft guide. 1 have picked up on both
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erroneous and misleading statements, as well as the equally important
issue of basic tone and policy. Therec are 80 many issues that arise on
nearly every page of the guide, that I have chosen to focus on those that
either are the most important or that hit me the hardest as I read.

> Page 1. The next to the last sentence says that “FFP may be available”
for administrative activities that are *found necessary by the Secretary
for the proper and efficient administration of the state plan.” In fact,
when activities meect the “proper and efficient” test, they are
reimbursable. The secretary does not have the further discretion to
deny FFP if federal conditions are met. Medicaid is an entitlement
program in states, as much as it is one for individuals.

» Page 2: At the bottom of the page there is no mention of the EPSDT
state plan requirements (§1902(a)(43)) as part of the legal basis and
authority for FFP for administrative costs associated with health care
in or by schools. The EPSDT administration requirements cover a full
range of activities from identifying children who need health services
(a major overlapping function with the IDEA) to costs associated with
supporting health services that are furnished.

» Pagc 4: In the middle of the page HCFA states that administrative
activities must be directly related to the administration of the state’s
Title XIX plan for the activity to be covered. EPSDT is technically
beyond the scope of the state plan in the way in which HCFA has
interpretcd the program. Thus, where activities are in support of
EPSDT administration, they also would qualify for FFP.

» The time activily codes discussion {part IV, beginning on p. 5). This
section also suffers from the absence of any EPSDT discussion. Since
EPSDT and IDEA (n particular overlap so heavily, the time code
discussion must be reconceived to be specific to EPSDT. What is
proper and efficient in carrying out EPSDT duties may be significantly
broader than what would be proper and efficient for lesser services.

> Allowable activities claiming (p. 6): It is fine to indicate that certain
services are not allowable administrative activities. But these very
services (helping a child gain access to needed medical, educational,
social and other services) are all allowable as medical assistance case
management under §1905(a)(19). Unless the guide spells out how
states can use the case management benefit to furnish such services
in and through schools, the guide ends up appearing to prohibit an
activity that is not only permissible but in fact is required for children
under §1905(r).
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» The free care Issue (p. 6): this is such a limited exclusion in Medicaid

that unless HCFA is going to be more specific about what indicia a
service has to have to be considered *free” it should not be included.
Almost no states provide universal free services in schools; even the
IDEA does not classify the services at issue here as free, and schools
are expected to collect revenue where available. This is a de minimus
limiting factor in my view. [ have no idea what “referral and
coordination services that are provided free to the general population”
refers to. If HCFA means medical assistance case management
services these are expressly a required service for children. I know of
no situation where such assistance is furnished to the “general
population.” If the agency is referring to a school system’s obligation
to furnish such support within the IDEA, then the IDEA provisions of
the Medicaid statute specifically contemplate that they will be billed if
the necd for case management is part of the child's IEP.

The last sentence in the allowable activities section (p. 6) is confusing
and misleading. It states that “administrative expenditures in
support of EPSDT are reimbursable under Medicaid so long as the
providers who furnish such services participate in the program.” A
provider of EPSDT support services most certainly does not have to be
a qualified medical assistance provider. Indeed, it would be a waste of
limited medical and nursing resources to expect the medical
assistance provider to furnish the administrative service, which can
be carried out by a trained paraprofessional. What does HCFA mean?

Duplicate payments (p. 8): HCFA notes that Medicaid payments
should not be made “for an activity already paid for or otherwise
reimbursable” under another mechanism. I have no idea what this
means, and it contravenes settled Medicaid law. Medicald covers
services that may be reimbursable under IDEA (related services that
also are case managemcnt or a recognized administrative service).
There is no provision in the statute that permits the Secretary or a
state to dcny payment for activities that may also be covered in theory
under any other federal, state, or local program (e.g., the Title V
maternal and child health services block grant, the mental health
services block grant, title XX, program grants administered by the
CDC, the health centers statute). The list goes on and on. Medicaid
pays for many services that are ‘reimbursable” under other laws. This
sentence has a chilling effect on a broad range of school activities and
is not correct.

The effect of managed care (p. 9, 10, and other locations). HCFA's
view of Lthe effects of a managed care contract is, in my opinion, legally
incorrect. This entire scction has to be rethought and re-formulated.
A state may dump many dollars into its managed care rate; the
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dollars alone tell us nothing about what the contractor must do. In
this regard, the legally binding document is the contract with the
managed care organization. In our large-scale reviews of state MCO
contracts, we have found that almost none covers medical, remedial,
preventive and other health services furnished in schools, services
furnished in an IEP or IFSP, administrative support services furnished
by school personnel, or any other services relevant to this topic. !
Because the question of coverage is so complex, a state education
agency would have to consult with the Medicald agency with respect
to every service covered under the interagency agreement in order to
determine for which services the Medicaid MCO contracts make the
MCOs liable. In the absence of specific language, MCOs would have
complete discretion as to whether to contract with the schools in their
service area for any of these services. They also have discretion
regarding which providers and agencies they use to furnish medical
and supporting administrative services.

It may be that a school district has a contract with one or more
managed care organizations to provide medical and administrative
services, in which case the Medicaid agency should not pay again. It
may also be that in the case of a particular child, the service is being
furnished in a non-school setting or is not medically necessary within
the meaning of the MCQ’s operations, in which case there is a factual
dispute regarding whether there is still residual liability for the
service. In any event, there is nothing about the premium paid to the
MCO alone that would answer this question. The contract is the
operational legal instrument here for deciding whether the MCO is
already on the hook for the medical and administrative services in
question and if so, whether the schools need to look to the MCO for
payment.

Direct versus administrative services (p. 10-11). I have no idea what
an administrative service that is part of a direct service is in the
context of children. Targeted case management to assist children
obtain access to nceded medical, educational, social and other
services is an independent medical assistance service under the law,
as are EPSDT administrative services. These are not services incident
to the medical encounter themselves but are recognized under the
statute as independent activities in their own right. This section nceds
to be rethought and restructured. The administrative case
management discussion on p. 11 omits any discussion of EPSDT
administrative costs.

! Sara Rosenbaum et. al., Negotiating the New Health System: A Nationuide Study of
Medicaid Managed Care Corntracts (3 ed., GWU/CHSRP, Washington D.C., 1999)
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» Apportioning administrative costs (p. 12-13). I absolutely agree that

costs must be apportioned so that Medicaid payments are in
proportion to the value of the administrative service at issue to the
Medicaid program. Nonetheless, I cannot even begin to understand
the discussion on this page, since the example on p. 13 seems to
describe a fully Medicaid allocable activity (i.e., coordinating and
supporting Medicaid services). Why wouldn't the cost of supporting
Medicaid services be 100% allocable to Medicaid (as opposed to the
cost of the IEP coordinator’s time, for example, which would be
allocable among his or her Medicaid and non-Medicaid students)?

Skilled medical professional services (p. 14). Why must the SMP work
for the Medicaid agency (bullet IV?). I am unaware of any provision in
the statutc that requires an employment (as opposed to a contractual)
relationship. Maybe they mean something else.

Family planning (p. 16). I have no idea why HCFA is reading the “and”
here as all-inclusive. A sensible reading of the statute is that 90% is
available for three activities, each one of which may be done
separately. Are they saying that a school can be paid only if the school
offers, arranges and furnishes the care? What if the school offers and
arranges but send the child to a family planning clinic operating
under the PHS program? Does this mean that the school cannot be
paid for the cost of the person who actually made the appointment,
counscled the students, etc? How many schools actually *furnish”
family planning and thus are able to meet this test, as stated?

Provider participation (p. 17) the first full paragraph on this page
again suggests that only qualified Medicaid providers can furnish
administrative services. This {s simply not true and would be a waste
of qualified Medicaid provider time. Example 3 (bottom of page)
makes no sense.

The IEP discussion {p. 18 and other locations). This entire topic needs
to be much more carefully formulated. Identifying children who need
special education services and getting them evaluated is so
intermingled with the EPSDT obligation to find children with health
problems, screen them, treat them, and provide medical assistance
targeted case management (which includes assistance in obtaining
needed educational services) that the guide does not even begin to do
Justice to the question of apportionment. This entire section needs to
be rewritten in the context of a thorough Medicaid analysis that
considers both medical assistance and administrative costs. The final
paragraph on this page would virtually prohibit Medicald payments
for any services associated with the management of health and related
services for children covered by IDEA, since §504 is simply a parallel
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enforcement statute. The analysis is legally flawed and potentially will
shut off Medicaid coverage for a broad range of reimbursable services.

The cost allocation materials and coding: | reviewed these briefly.
This {s where the policy may be new (i.c., existing and allowable
allocation methodologies may no longer be permissible). In addition,
various services that are listed as not attributable to Medicaid in fact
would be attributable to Medicaid were the program understood to
include EPSDT. For example general health education and outreach
may be a perfectly permissible cost to be partially allocated to EPSDT
(p. 23). The agency has literally reams of EPSDT guidelines that cover
general education aimed at promoting the use of EPSDT benefits.
Code 5a (p. 28) is at odds with the definition of medical assistance
case management in the statute. The many pages of coding all suffer
from this problem of understating allocable costs (although I have no
quarrel with the notion of apportionment).

Please let me know if you have additional questions.



