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To: Danie! C. Montoya, Todd A. Summers

cc:
Subject: Update on Medicaid Expansion in California

I just wanted to give you all a brief update on a meeting Fred Dillon

(the Foundation's State Policy Director) and | attended yesterday with
the California Department of Health Services (DHS) regarding Medicaid
Expansion:

The meeting with DHS went very well. On our side were AIDS Healthcare
Foundation, SFAF, AIDS Project Los Angeles, Project Inform, Jim Driscoll
with Log Cabin Republicans and a couple of pharmaceutical reps. DHS
Director Kim Belshe was there for the entire time, and was very engaged.
Stan Rosenstein from Medi-Cal and Wayne Sauseda (and staff) from Office
of AIDS were also there, as well as Jim Stratton (State Health Officer)

and folks from the DHS legislative office.

In short, Kim agreed that the issue raised a number of important policy
questions (ie. role of Medi-Cal in providing early care, definition of
disability) as well as the obvious fiscal question of cost neutrality.
Without saying so directly, Kim indicated that the Governor would likely
veto AIDS Healthcare Foundation's bill that is now pending (introduced
by Dion Aroner and Carole Migden), which would require the State of
California to seek a waiver. The basis for the veto would essentially

be that, because these questions had not yet been answered, it was
premature. In addition, she said that Wilson would not want to commit a
future Administration to such action. A number of folks, including AHF'’s
lobbyist, are suggesting that AHF consider dropping the bill to avoid a
second veto message (Wilson vetoed a similar Polanco bill last year) and
as a show of good faith since the meeting ended on what all of us agree
was a good note of cooperation and collaboration.

Regardless of a veto, however, Kim stated that she could and would

commit this adminitration to working with outside groups -- including
advocates, academics and foundations - to shape and complete some of the
analysis that would answer the fiscal and policy questions she raised.

This leg work could then be used by the new administration should it

decide to pursue a waiver with HCFA.

As follow-up, the newly formed ad hoc California Medicaid Coalition is
going to put together a short 3-5 page issue brief, which we will share
with the state and foundations and other interested entities. The
follow-up point people are Wayne Sauseda and Ceasar Portillo. The
expectation is that Wayne would coordinate closely with Medi-Cal folks.

One not so positive note was that, when Kim Belshe asked the Medi-Cal



reps what their communications with HCFA have been on this issue, the
Medi-Cal staff reported that HCFA "has been open to the idea if the
state can achieve cost neutrality, but HCFA is skeptical that cost
neutrality can be achieved." | will be following up with my contacts at
HHS and HCFA to see if we can get a more positive message out.
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Summary: If Texas were to secure approval for an 1115 Medicaid Waiver to cover persons with
HIV/AIDS to 200% of poverty, there would an estimated 10,500 recipients in 1999. They would
receive prescribed drug treatments and viral load testing, that in 1999 is projected to cost around
$9,800 per person. However, over a five year period, significant Medicaid cost savings are
projected --- nearly $74,000. When compared with the likely drug cost and testing outlays over
five years of about $53,000, the net savings per person would approach $21,000. Program
expenditures for drug therapies and viral load testing 1999 — 2003 are estimated to be $578
million, of which $218 million are local/state funds. The projected five year savings for all
participants is $230 miilion.

Research Highlights:

e TDH reports indicate that there were 4,887 persons with AIDS in Texas in 1996. Nearly
4,500 are estimated for 1997. This translates into about 24 persons per 100,000 population.

e No precise figures are available for people who have HIV but have vet to develop AIDS.
Using projected seroprevalence rates for the U.S., one study projected that there were
650,000 to 900,000 persons infected with HIV in 1992 --- or 0.3% of U.S. residents.

o Using an overall seroprevalence rate applied to Texas population. nearly 57,000 are estimated
to have HIV or HIV/AIDS.

e Assuming persons in the Texas Criminal Justice System are not eligible for the program, and
a 70% participation rate, approximately 10,500 persons would be recipients in the proposed
program. The participants include those not currently on Medicaid up to 200% of poverty.
Based on an analysis of 1996-1997 merged data sets from the Current Population Survey,
29.3% of the overall potential pool are estimated to be not on Medicaid and at or below 200%
of poverty.

o Drug therapies would include antiretrovirals (such as AZT), protease inhibitors (such as
Crixivan), or some combination. Recent treatment protocols that include combination
therapies, combined with viral load testing have proven effective. Research projections
indicate that 70% of participants would use a triple drug therapy. An example: Retrovir,
Epivir, and Norvir. Four viral load tests and four CD4 tests are assumed per recipient per
year.

e Persons receiving the treatments would delay onset of disabling conditions, not enter the rolls
via the SSI program --- and therefore not have Medicaid costs. Medicaid costs attributable to
persons with HIV/AIDS are estimated to be over $16,000 in 1999, an amount growing to
nearly $20,000 by 2003.

e Using a five year analysis, the program would not save money in the first 2 years of
operation, but would hit break even during the third year, where by year-end there would be a
positive savings. Over the five year period, nearly $21,000 is expected in savings per person.
Note that non-Medicaid benefits, such as SSI outlays of approximately $6,000 per person per
year, are not counted in the cost-benefit analysis.

Conclusion: Research indicates that implementation of an 1115 Waiver program in Texas
Medicaid is a sound move.
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Background

Advent of potent triple ARV therapy
Formal treatment guidelines - ARVs recommended for very large group

Funding crisis in AIDS Drug Assistance Program (uninsured HIV+
individuals)

Many still have financial barriers to ARVs
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Objective

* Assess the health and federal fiscal effects of expanding Medicaid to
cover HIV care for those lacking financial access to HIV medications

Health effects: New AIDS diagnoses
Deaths
Years of life

Fiscal effects: Medical care spending
Income support for disabled
Budget neutrality
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Methods

* Spreadsheet model

- HIV disease stages, clinical progression
- Federal costs: Medicaid, Medicare, AIDS Drug
Assistance Program, SSDI/SSI

- § years, all of U.S.

e Data inputs

- Clinical:
HIV natural history
Current use of ARVs
Clinical effects of ARY triple therapy

- Costs:
costs of medical care and ARV therapy
enrollment in insurance, income programs
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Methods (cont’d)

e New Medicaid benefit
Eligibility:

- CD4 < 500 or elevated viral load
- inadequate or absent medication coverage
- income < $10,000 per year

Coverage:

- Limited: drugs and outpatient
- Full: drugs, outpatient, inpatient, etc.

assume 90% use ARV triple therapy
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Initial HIV/AIDS Disease Distribution

Number Proportion
aware of
serostatus

Asymptomatic CD4 > 500 167,000 0.42
Asymptomatic CD4 < 500 167,000 0.45
Symptomatic 167,000 0.79
AIDS (1993 definition) 150,000 0.92
AIDS (1987 definition) 100,000 1.00

Total 750,000 0.70
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Clinical effect of ARYV triple therapy

Pre-AIDS to:

AIDS (6 viral load studies):
Death (1 clinical study):

AIDS to:

AIDS events (10 clin. studies):
Death (8 clin. studies):

60% reduction
70% reduction

50% reduction
60% reduction



T-548 P.08/17 Joh-231

4154760705

JUL-15-898 09:22  From:IHPS/UCSF

Projected Number of Benefit Participants

No prior access to ARV triple therapy 17,200
Access to triple therapy via subsidies 20,776
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Outcomes - Health
(over 5 years)

* 11,400 fewer new AIDS diagnoses
o 4200 fewer deaths
* 9,600 more years of life
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Outcomes - Federal costs
(over 5 years)

* Limited benefit

- $110 million/year net cost
- Budget neutral: 11% reduction in Medicaid HIV drug prices
Still, $190 million net increase in HIV drug sales

e Full benefit

- $160 million/year net cost
- Budget neutral: 17% reduction in Medicaid HIV drug prices
$290 million net decrease in HIV drug sales
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Five Year Net Savings (Costs)
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Implications

New Medicaid benefit
e Substantial health benefits
o Limited benefit: budget neutrality feasible
 Multiple potential beneficiaries of policy

 Key part of increasing access to ARV therapy
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Background

Advent of potent triple ARV therapy
Formal treatment guidelines - ARVs recommended for very large group

Funding crisis in AIDS Drug Assistance Program (ﬁnjnsured HIV+
individuals)

Many still have financial barriers to ARVs
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Objective

* Assess the health and federal fiscal effects of expanding Medicaid to
cover HIV care for those lacking financial access to HIV medications

Health effects: New AIDS diagnoses
Deaths
Years of life

Fiscal effects: Medical care spending
Income support for disabled
Budget neutrality
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Methods
* Spreadsheet model

- HIV disease stages, clinical progression

- Federal costs: Medicaid, Medicare, AIDS Drug
Assistance Program, SSDI/SSI

- 5 years, all of U.S.

e Data inputs

- Clinical:
HIV natural history
Current use of ARVs
Clinical effects of ARY triple therapy

- Costs:
costs of medical care and ARV therapy
enrollment in insurance, income programs
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Methods (cont’d)

e New Medicaid benefit
Eligibility:

- CD4 < 500 or elevated viral load
- inadequate or absent medication coverage
- income < $10,000 per year

Coverage:

- Limited: drugs and outpatient
- Full: drugs, outpatient, inpatient, etc.

assume 90% use ARV triple therapy
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Initial HIV/AIDS Disease Distribution

Number Proportion
aware of
serostatus

Asymptomatic CD4 > 500 167,000 0.42
Asymptomatic CD4 < 500 167,000 0.45
Symptomatic 167,000 0.79
AIDS (1993 definition) 150,000 0.92
AIDS (1987 definition) 100,000 1.00

Total 750,000 0.70
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Clinical effect of ARYV triple therapy

Pre-AIDS to:

AIDS (6 viral load studies):
Death (1 clinical study):

AIDS to:

AIDS events (10 clin. studies):
Death (8 clin. studies):

60% reduction
70% reduction

50% reduction
60% reduction
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Projected Number of Benefit Participants

No prior access to ARV triple therapy 17,200
Access to triple therapy via subsidies 20,776
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Outcomes - Health
(over S years)

* 11,400 fewer new AIDS diagnoses
e 4,200 fewer deaths
* 9,600 more years of life
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Outcomes - Federal costs
(over 5 years)

* Limited benefit

- $110 million/year net cost
- Budget neutral: 11% reduction in Medicaid HIV drug prices
Still, $190 million net increase in HIV drug sales

¢ Full benefit

- $160 million/year net cost
- Budget neutral: 17% reduction in Medicaid HIV drug prices
$290 million net decrease in HIV drug sales
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Implications

New Medicaid benefit
» Substantial health benefits
« Limited benefit: budget neutrality feasible
 Multiple potential beneficiaries of policy

 Key part of increasing access to ARV therapy
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Background

Advent of potent triple ARV therapy
Formal treatment guidelines - ARVs recommended for very large group

Funding crisis in AIDS Drug Assistance Program (uninsured HIV+
individuals)

Many still have financial barriers to ARVs
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Objective

* Assess the health and federal fiscal effects of expanding Medicaid to
cover HIV care for those lacking financial access to HIV medications

Health effects: New AIDS diagnoses
Deaths
Years of life

Fiscal effects: Medical care spending
Income support for disabled
Budget neutrality



T-548 P.05/17 Job-231

4154760705

JUL-15-88 08:21  From:|HPS/UCSF

Methods
e Spreadsheet model

- HIV disease stages, clinical progression

- Federal costs: Medicaid, Medicare, AIDS Drug
Assistance Program, SSDI/SSI

- 5 years, all of U.S.

e Data inputs

- Clinical:
HIV natural history
Current use of ARVs
Clinical effects of ARY triple therapy

- Costs:
costs of medical care and ARV therapy
enrollment in insurance, income programs
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Methods (cont’d)

* New Medicaid benefit
Eligibility:

- CD4 < 500 or elevated viral load
- inadequate or absent medication coverage
- income < $10,000 per year

Coverage:

- Limited: drugs and outpatient
- Full: drugs, outpatient, inpatient, etc.

assume 90% use ARV triple therapy
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Initial HIV/AIDS Disease Distribution

Number Proportion
aware of
serostatus

Asymptomatic CD4 > 500 167,000 0.42
Asymptomatic CD4 <500 167,000 0.45
Symptomatic 167,000 0.79
AIDS (1993 definition) 150,000 0.92
AIDS (1987 definition) 100,000 1.00

Total 750,000 0.70
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Clinical effect of ARY triple therapy

Pre-AlIDS to:

AIDS (6 viral load studies):
Death (1 clinical study):

AIDS to:

AIDS events (10 clin. studies):
Death (8 clin. studies):

60% reduction
70% reduction

50% reduction
60% reduction
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Projected Number of Benefit Participants

No prior access to ARV triple therapy 17,200
Access to triple therapy via subsidies 20,776
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Outcomes - Health
(over 5 years)

e 11,400 fewer new AIDS diagnoses
e 4,200 fewer deaths
e 9,600 more years of life
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Outcomes - Federal costs
(over 5 years)

* Limited benefit

- $110 million/year net cost
- Budget neutral: 11% reduction in Medicaid HIV drug prices
Still, $190 million net increase in HIV drug sales

¢ Full benefit

- $160 million/year net cost
- Budget neutral: 17% reduction in Medicaid HIV drug prices
$290 million net decrease in HIV drug sales
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Sensitivity Analysis: Progression to AIDS

& Clinical Efficacy of ARV-3

$200,000,000

$150,000,000 -

$100,000,000

$50,000,000

30

(-$50,000,000) 15—

————— ARV-3 Efficacy (Overall)

(-$100,000,000)

Five Year Net Savings (Costs)

- = =ARV-3 Efficacy (HIV Sympt.)

(-$150,000,000)

=& = Progression to AIDS

(-$200,000,000)
-20%

Budget +10%
neutral

~10%

+20%



T-548 P.17/17 Job-231

4154760705

JUL-15-98 08:23  From:|HPS/UCSF

Implications

New Medicaid benefit
 Substantial health benefits
 Limited benefit: budget neutrality feasible
 Multiple potential beneficiaries of policy

 Key part of increasing access to ARV therapy



EXPANDING ELIGIBILITY
FOR MEDICAID TO
PERSONS WITH HIV DISEASE

More information about this project can be obtained by contacting
Christine Lubinski, AIDS Action Council of Washington, D.C. at (202) 986-1300, or
Robert Greenwald, AIDS Action Committee of Massachusetts, at (617) 450-1257.

The duplication and distribution of this report is supported in part by a generous grant from The
George Gund Foundation, Cleveland, Ohio.



EXPANDING ELIGIBILITY FOR MEDICAID
TO PERSONS WITH HIV DISEASE

INTRODUCTION

Recent research has shown that a long-held assumption about AIDS was wrong—there is no
initial dormant phase of HIV infection. Instead, the virus attacks the body’s immune system from
the outset. This improved understanding of how HIV functions, along with the advent of
powerful new medications, has led to new recommendations for care and treatment. Specifically,
experts now advise comprehensive care and treatment, often with combination drug therapy,
from the earliest stages of HIV disease.

Despite the experts’ recommendations for early treatment and the existence of effective drugs,
significant obstacles to accessing care and medications remain for low income people living with
HIV. Existing programs cannot meet the need for comprehensive health care and preventive
services. The current Medicaid requirements force most HIV positive individuals to wait until
they develop full-blown AIDS to become eligible for coverage, a model which is inconsistent
with clinical standards, inhumane, and costly.

EARLY INTERVENTION WORKS, SAVING L1VES AND DOLLARS

The new standard of care for people with HIV emphasizes early clinical intervention, calling for
both primary care and combination drug therapy, including protease inhibitors, at earlier stages
of infection. The National Institutes of Health (NIH) report that “...it has been suggested that the
best opportunity to eradicate HIV infection is provided by the initiation of potent combination
antiretroviral therapy during primary infection.” According to Dr. David Ho, director of the
Aaron Diamond AIDS Research Center, mathematical models suggest that patients caught early
enough and treated with combination drug therapies could be free of HIV in two to three years.?

While complete eradication of the HIV virus from the body has not yet been demonstrated,
combination drug therapies have proven effective for many, driving viral loads (the amount
of virus in the blood) below detectable levels, and maintaining or dramatically improving
overall health. Combination therapies can slow the progression from HIV to AIDS, and can
help prevent opportunistic infections (Ols). For example, researchers at NIH’s National Eye
Institute recently discovered that a combination of protease inhibitors and other anti-HIV
drugs can prevent or delay the progression of cytomegalovirus (CMV) retinitis, a common
complication of AIDS which causes blindness without proper treatment.’ Some patients in

' C. Carpenter, et. al., “Report of the NIH Panel to Define Principals of Therapy of HIV Infection,” June,
1997. .

2L. Altman, “With AIDS Advance, More Disappointment,” New York Times, January 19,
1997.

* NIH News Release, “Combination Drug Therapy for AIDS Found to Control Blinding



the study were able to stop standard CMYV retinitis treatment, which can be cumbersome,
toxic, and extremely costly (between $50-100,000 per patient per year), without advancement
of their disease.*

Combination drug therapies including protease inhibitors are expensive, with costs ranging from
$8,000 to $10,000 per year. But several studies have indicated that the dollars spent “up front” on
these medications are offset by later savings on hospitalizations and other expensive care and
treatment for AIDS-related illnesses. A study by Dr. Peter Ruane of the Tower Infectious Disease
Medical Associates in Los Angeles found that each dollar spent on combination drug therapies
resulted in at least two dollars of savings on overall treatment costs, which declined 23 percent.’
The same study reported a 57 percent drop in the average number of days patients spent in the
hospital. Data from Saint Vincent’s Hospital in New York support the conclusions of the Tower
study, showing a significant decrease in inpatient care, both in terms of the number of people
hospitalized and the average length of stay.®

The findings of the protease inhibitor studies—that early intervention and treatment can prolong
health and reduce the need for more expensive treatment later—are consistent with earlier studies
on the cost-effectiveness and beneficial impact of preventive treatment. Researchers at Johns
Hopkins Hospital compared the outcomes of patients who received prophylactic treatment for the
opportunistic infection Pneumocystis carinii pneumonia (PCP) with those who did not receive
such treatment. The patients not taking prophylaxis accounted for all of the deaths attributed to
PCP, 85 percent of the hospital days, 100 percent of the Intensive Care Unit days, and 89 percent
of the inpatient charges. The study concluded that those “who developed PCP despite
prophylaxis had a better outcome and used fewer resources than patients not receiving preventive
therapy.”” Another study examining preventive treatment for PCP found that prophylaxis
resulted in longer life and a savings of $16,503 for each patient, as compared with no
prophylaxis.®

Comprehensive care and treatment which prevents or delays the progression from HIV infection
to AIDS can both improve quality of life and save money. A survey of the costs of care for

Eye Infection,” May 20, 1997 (reporting study results published in the Journal of the American
Medical Association, May 21, 1997).

4 1d
5 P. Ruane, “Dramatic Reductions in Use of Healthcare Services by Patients with HIV Result
from Use of Combination Therapy with a Protease Inhibitor,” Tower Infectious Disease Medical

Associates, Inc., January 23, 1997.

& R.Torres, “Impact of Potent New Antiretroviral Therapies on In-Patient and Out-Patient Hospital
Utilization by HIV-Infected Persons,” Saint Vincent’s Hospital and Medical Center, January 23, 1997.

7]. Gallant, et. al., “The Impact of Prophylaxis on Outcome and Resource Utilization in
Preumocystis carinii Pneumonia,” Chest, April 1995: 1018-1023.

8 A. Castellano and M. Nettleman, “Cost and Benefit of Secondary Prophylaxis for Preumocystis carinii
Pneumonia,” Journal of the American Medical Association, August 14, 1991: 820-824.



Medicaid patients with HIV in Baltimore found that monthly costs for people with CD4+ T-cell
counts under 50 (generally a sign of more advanced HIV disease) were more than twice those of
people with more than 500 T-cells.’ Stated simply, providing care for those who are
seriously ill costs more than caring for healthier people. Yet under the present Medicaid system,
many living with HIV must wait for their T-cells to drop and their illness to worsen before they
can receive coverage and access care.

GAPS IN HEALTH CARE COVERAGE REMAIN

The advances in overall health care and drug treatments have brought renewed health and
unprecedented hope to many people living with HIV disease. For the first time in the 15 years of
the AIDS epidemic, there has been a decrease in the numbers of Americans dying from AIDS.
The U.S. Centers for Disease Control (CDC) reported a 13 percent decline in the number of
AIDS deaths for the first six months of 1996, as compared to the same period in 1995, and
attributed this decline to improved medical care, prophylaxis for Ols, and the use of combination
therapies.'

In the same report, however, the CDC noted that AIDS continues to be the leading cause of death
of Americans aged 25 to 44, and that the “increased prevalence of AIDS [in the U.S.] indicates
the need for medical and other services for persons with HIV infection.” While the new
medications make obtaining care more important than ever, challenges in expanding access to
primary care and treatment remain.

Medicaid provides access to health care coverage for low income, uninsured, disabled people.
Individuals who are HIV positive but have not been diagnosed with AIDS, however, are often
not eligible for Medicaid, because they do not meet the program’s disability standards or other
categorical eligibility requirements. To qualify for Medicaid, people must meet income
requirements and the disability criteria of the federal Supplemental Security Income (SSI)
program. The Social Security Administration uses the CDC’s definition of AIDS, along with
evidence of functional impairments, as proof of disability."" Despite the fact that early clinical
intervention—including primary care, preventive services, and medication therapies—has
been shown to improve health and delay the onset of expensive opportunistic infections,
most HIV positive individuals must wait until they “get sicker” and develop AIDS before
they can receive Medicaid.

® R. Moore and R. Chaisson, “Costs to Medicaid of Advancing Immunosuppression in an
Urban HIV-Infected Patient Population in Maryland,” Journal of Acquired Immune Deficiency
Syndromes and Human Retrovirology, 1997, 14:223-231.

'* Centers for Disease Control, Morbidity and Mortality Weekly Report, February 28,
1997, 46: 165-173. For the first nine months of 1996, AIDS deaths declined even more
dramatically, by 19 percent over the same period in 1995.

"' The CDC definition of AIDS for surveillance purposes is: documented CD4+ T-
lymphocyte counts <200 per microliter or percent of total lymphocytes <14 percent or a variety of
opportunistic infections.



This is particularly devastating because the populations in which HIV infection is increasing are
the ones likely to enroll in Medicaid once their HIV infection becomes full-blown AIDS. The
epidemic is growing fastest among groups which have traditionally been socioeconomically
disenfranchised, including racial and ethnic minorities, injection drug users, and women. In
1996, for the first time, blacks accounted for more AIDS cases than whites (41 percent versus
38 percent)."? Women represented 20 percent of new AIDS cases in 1996, up from seven percent
in 1985. While overall AIDS deaths declined 19 percent in the first nine months of 1996, deaths
among blacks decreased 10 percent and deaths among women, only seven percent.'

These populations are also the groups less likely to have health insurance and access to
treatments, and more likely to face barriers in obtaining health care, according to a survey by the
Agency for Health Care Policy and Research." People who are uninsured or underinsured not
only lack access to expensive combination therapies, but also to basic primary care and
preventive services.

Additionally, current Medicaid requirements undermine public health efforts by preventing many
people with HIV from receiving care earlier in their disease. Under the present system, we are
often not reaching these people to teach and reinforce behavior changes which can prevent HIV
transmission. Even if people are able to obtain the new combination therapies, they may lack
access to the primary care and medical case management needed to ensure that the prescribed
treatment regimen is appropriate and effective, and to support them in following complex
treatment plans. If patients do not strictly comply with their combination therapy regimens, they
are likely to develop drug-resistant strains of HIV. The existence of such drug-resistant HIV
mutations may further complicate public health efforts to combat AIDS.

Despite the existence of federal AIDS programs, such as the AIDS Drug Assistance Programs
(ADAPs) and the other components of the Ryan White CARE Act, Medicaid serves as the
foundation of AIDS care through its provision of both comprehensive health care and drug
therapies. ADAPs provide limited prescription drug coverage for some uninsured and
underinsured people with HIV and AIDS. But these programs cannot (and are not designed to)
meet the need for comprehensive primary care and diagnostic services. In spite of their limited
mission—to provide access to a limited formulary of proven AIDS medications—ADAPs face
severe financial pressure in many states, and often cannot meet the growing demand for new
combination therapies. In some states, ADAPs do not even cover protease inhibitors, and many
offer a very limited formulary of antiretroviral and OI drugs. In other states, there are lotteries,
long waiting lists, and increasingly restrictive eligibility criteria for ADAP participation.

While other Ryan White CARE Act programs pay for some primary care and drug

2 Centers for Disease Control, Morbidity and Mortality Weekly Report, February 28, 1997, 46: 165-173.
" B. Seitz, “AIDS Sufferers Living Longer,” ABC News.com, July 15, 1997.
" P. Mobr, Patterns of Health Care Use Among HIV-Infected Adults: Preliminary

Results,” AIDS Cost and Services Utilization Survey, Agency for Health Care Policy and
Research, September 1994: 3,



reimbursement, they are not intended to provide widespread comprehensive health care. Ryan
White funding is used for a range of care and services, including food, transportation, and case
management for people living with AIDS. Additionally, many ADAPs and Ryan White-funded
primary care programs have eligibility criteria which exclude people in the earlier stages of HIV
disease. These programs lack the financial resources to broaden their eligibility criteria to cover
such individuals.

The Medicaid eligibility framework—requiring total disability to qualify for coverage— is at
odds with current clinical and public health knowledge. Many low income HIV positive
individuals with relatively intact immune systems are not presently eligible for Medicaid, but
will eventually qualify for Medicaid after developing AIDS. Unable to afford adequate treatment
early in their HIV disease, they cannot obtain the health care services necessary to manage the
disease, and will be more ill when they do enroll in Medicaid. Ironically, earlier access to these
medical services and treatments would enable them to preserve their health, learn how to prevent
transmission of HIV to others, and avoid more costly care such as inpatient hospitalization. For
humane, financial, and public health reasons, it is time to make Medicaid’s eligibility
requirements consistent with the clinical realities of HIV disease.

A COLLABORATIVE RESPONSE

In response to the contradictions between current Medicaid disability criteria and AIDS clinical
evidence and care standards, which call for early treatment of HIV disease, representatives from
the AIDS Action Council, community-based AIDS service organizations, the Health Care
Financing Administration (HCFA) and the Office of Management and Budget (OMB) have
begun to work collaboratively to address these issues. Response from the administration has been
unequivocally supportive, culminating in an endorsement from Vice President Al Gore, who has
asked HCFA to find ways in which to expand Medicaid and allow more low-income Americans
with HIV to access care and therapies. Gore is quoted as saying “[Medicaid expansion] can ease
suffering, it can increase hope, and it can get new drug therapies into the hands of people who
need them.” As a result of these collaborations, we are all working together under HCFA’s
leadership to develop a plan for expanding eligibility to Medicaid for persons who are HIV
positive.

AN AIDS-SPECIFIC EXPANSION

As participants in these discussions, we have recognized several reasons for an AIDS-specific
expansion of Medicaid. We believe that it serves the interests of public health, scientific
knowledge, and fairness to broaden Medicaid coverage to include people with HIV.

Public health: With earlier health care and treatment, as mentioned above, people living with
HIV are more likely to avoid behaviors which can spread the virus, and are more likely to adhere
to complex treatment plans, which can both prolong health and prevent development of drug-
resistant strains of HIV. Earlier access to care can also serve as an incentive for people to learn

their serostatus for the first time, and then take steps to avoid either contracting or transmitting
HIV.



Scientific knowledge: Protease inhibitors and other new medications received rapid FDA
approval, have not yet been in long-term use, and have been researched mainly by studying
people in more advanced stages of HIV disease. There are many remaining questions about the
benefits, risks, and best way to use combination therapies in people who are HIV positive, but do
not have AIDS. A Medicaid expansion demonstration project which brings people with HIV into
care provides the opportunity to gather data and conduct research studies designed to answer
these questions.

Fairness: The current Medicaid system requires most low-income people with HIV to develop
AIDS in order to gain access to health care and new combination therapies. This is in conflict
with principles and guidelines recently released by the Department of Health and Human
Services and the NIH, which call for earlier intervention with combination drug therapies as the
standard of care for the treatment of HIV in most cases. The government should ensure that this
standard of care, endorsed by its own agencies, is accessible to those who have no other way to
obtain it. Our federal government has always recognized the importance of ensuring access to
treatment for other communicable diseases, such as sexually transmitted diseases and
tuberculosis—it is unfair and inhumane to deny such treatment to people with HIV.

PROPOSAL DESIGN

The objective of this program is to expand Medicaid eligibility to low-income individuals who
have tested positive for the presence of HIV and who would otherwise be eligible for Medicaid
once their health status met an AIDS-defining diagnosis. States participating in this initiative will
demonstrate that the provision of earlier access to care and treatment will extend the period of
time that a person who is HIV positive remains asymptomatic, defer the onset of opportunistic
infection, and delay hospitalization, all of which will result in significant cost savings and life-
enhancing benefits. The following section describes what we believe are the core components of
this initiative.

Eligibility
Any and all individuals who meet the following criteria will be eligible under this program:

test positive for the presence of HIV; and
have income at or below 200 percent of the federal poverty level.

State demonstrations will coordinate resources with other private, state, and federal programs.
Individuals with private insurance can apply for and become eligible for Medicaid as a “wrap-
around benefit” thereby maximizing private insurance participation. State proposals will specify
the state specific eligibility guidelines and coordination of other state and federal programs.

Covered Benefits



Ideally, states will provide the full benefit package (i.e., mandatory and optional Medicaid
services) to individuals eligible through this program. In any case, benefit packages must be
flexible to accommodate new treatment advances and changes in standards of care that become
available during the course of the demonstration. Through this project, states, at a minimum,
must provide:

primary care,

prescription drugs,

diagnostic and laboratory services,
mental health services, and
substance abuse treatment services.

Options to Participate in the Demonstration Projects

Section 1115 of the Social Security Act allows the Secretary of Health and Human Services to
grant waivers from the usual federal Medicaid requirements' to states which want to create
demonstration projects to test new approaches to Medicaid. These demonstration projects must
be designed to promote the objectives of Medicaid,'® and must include a research and evaluation
component. Generally, demonstration projects created under a Section 1115 waiver are supposed
to be “budget neutral” over the life of the project, meaning that costs under the demonstration
project do not exceed what costs would have been without the waiver in place. Section 1115 also
authorizes matching federal funds for certain expenditures.

This initiative will be designed to provide states with the maximum flexibility possible in
participating in a Medicaid expansion demonstration project. The project does not necessarily
need to meet the traditional definition of “budget neutrality,” since there can be federal and/or
state subsidies. Also, budget neutrality should be measured within a time frame which is
appropriate for assessing the clinical impact and cost-effectiveness of the new combination
therapies (e.g., over a period of five to ten years).

Options for participation include the creation of a free-standing demonstration program or new or
amended 1115 waivers. New 1115 waivers could provide the vehicle to expand Medicaid
eligibility and/or allow a Medicaid buy-in option for those individuals otherwise ineligible for
coverage. Amending an approved or pending 1115 waiver could also be used to expand
eligibility. In addition, states could increase the income standards for their Medicaid buy-in
programs, allowing more persons who are HIV positive to qualify. For example, states could set
the income standard at 200 percent of the federal poverty level or they could use a graduated
system to make more individuals eligible.

1% As defined in Section 1902 of the Social Security Act, and other provisions
incorporated through Section 1902.

'8 As set out in Title XIX of the Social Security Act.



NEXT STEPS

Over the next several months, the AIDS Action Council will work with HCFA to develop and
refine a solicitation process for states to successfully participate in the HIV Expanded Eligibility
Demonstration Initiative. It is important for community-based AIDS service organizations to
urge their state governors and Medicaid directors to advocate for this initiative with HHS and
HCFA. While we expect that this initiative will offer states tremendous opportunities to provide
cost-effective access and coverage to its most vulnerable populations, we also recognize the
range of development and design issues that need to be resolved. Over the next several months,
the AIDS Action Council will work with states and HCFA to complete the following tasks:

Continue to work with HCFA to design a program that includes adequate incentives
for state participation in this initiative.

Build consensus among federal and state leadership, elected officials, and government
staff, including representatives from Medicaid programs, Departments of Health, and
Departments of HIV Services.

Work with HCFA to develop a process that allows states to efficiently design and
implement a vehicle for eligibility expansion that responds to the unique environment
and situations of each state (waiver amendment or new waiver submission).

Design a process to solicit input from consumers, AIDS service organizations,
primary care and other health care providers, and health care agencies regarding
program design and program effectiveness, on an ongoing basis.

Work with HCFA to develop a methodology that allows states maximum flexibility in
measuring cost effectiveness. The goal will be to have HCFA resolve methodology
issues related to baseline measurements, the measurement of savings in other
government programs, and evaluation time frames.

Work with HCFA to identify and develop data bases that provide the information
needed to estimate current expenditures and projected costs for the purposes of
assessment and future planning. Necessary data includes the number of newly eligible
individuals by state and service area (persons who are HIV positive with incomes
below state defined eligibility criteria), utilization of services, and cost.
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INTRODUCTION

Recent research has shown that a long-held assumption about AIDS was wrong—there is no
initial dormant phase of HIV infection. Instead, the virus attacks the body’s immune system from
the outset. This improved understanding of how HIV functions, along with the advent of
powerful new medications, has led to new recommendations for care and treatment. Specifically,
experts now advise comprehensive care and treatment, often with combination drug therapy,
from the earliest stages of HIV disease.

Despite the experts’ recommendations for early treatment and the existence of effective drugs,
significant obstacles to accessing care and medications remain for low income people living with
HIV. Existing programs cannot meet the need for comprehensive health care and preventive
services. The current Medicaid requirements force most HIV positive individuals to wait until
they develop full-blown AIDS to become eligible for coverage, a model which is inconsistent
with clinical standards, inhumane, and costly. '

EARLY INTERVENTION WORKS, SAVING LIVES AND DOLLARS

The new standard of care for people with HIV emphasizes early clinical intervention, calling for
both primary care and combination drug therapy, including protease inhibitors, at earlier stages
of infection. The National Institutes of Health (NIH) report that “...it has been suggested that the
best opportunity to eradicate HIV infection is provided by the initiation of potent combination
antiretroviral therapy during primary infection.”" According to Dr. David Ho, director of the
Aaron Diamond AIDS Research Center, mathematical models suggest that patients caught early
enough and treated with combination drug therapies could be free of HIV in two to three years.”

While complete eradication of the HIV virus from the body has not yet been demonstrated,
combination drug therapies have proven effective for many, driving viral loads (the amount of virus
in the blood) below detectable levels, and maintaining or dramatically improving overall health.
Combination therapies can slow the progression from HIV to AIDS, and can help prevent
opportunistic infections (Ols). For example, researchers at NIH’s National Eye Institute recently
discovered that a combination of protease inhibitors and other anti-HIV drugs can prevent or delay
the progression of cytomegalovirus (CMV) retinitis, a common complication of AIDS which causes

U C. Carpenter, et. al., “Report of the NIH Panel to Define Principals of Therapy of HIV Infection,”
June, 1997.

2 L. Altman, “With AIDS Advance, More Disappointment,” New York Times, January 19, 1997.
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blindness without proper treatrﬁ(?r.lt.3 Some patients in the study were able to stop standard CMV
retinitis treatment, which can be cumbersome, toxic, and extremely costly (between $50-100,000 per
patient per year), without advancement of their disease.*

Combination drug therapies including protease inhibitors are expensive, with costs ranging from
$8,000 to $10,000. But several studies have indicated that the dollars spent “up front” on these
medications are offset by later savings on hospitalizations and other expensive care and treatment for
AIDS-related illnesses. A study by Dr. Peter Ruane of the Tower Infectious Disease Medical
Associates in Los Angeles found that each dollar spent on combination drug therapies resulted in at
least two dollars of savings on overall treatment costs, which declined 23 percent.” The same study
reported a 57 percent drop in the average number of days patients spent in the hospital. Data from
Saint Vincent’s Hospital in New York support the conclusions of the Tower study, showing a
significant decrease in inpatient care, both in terms of the number of people hospitalized and the
average length of stay.

The findings of the protease inhibitor studies—that early intervention and treatment can prolong
health and reduce the need for more expensive treatment later—are consistent with earlier studies on
the cost-effectiveness and beneficial impact of preventive treatment. Researchers at Johns Hopkins
Hospital compared the outcomes of patients who received prophylactic treatment for the '
opportunistic infection Pneumocystis carinii pneumonia (PCP) with those who did not receive such
treatment. The patients not taking prophylaxis accounted for all of the deaths attributed to PCP, 85
percent of the hospital days, 100 percent of the Intensive Care Unit days, and 89 percent of the
inpatient charges. The study concluded that those “who developed PCP despite prophylaxis had a
better outcome and used fewer resources than patients not receiving preventive therapy.”” Another
study examining preventive treatment for PCP found that prophylaxis resulted in longer life and a
savings of $16,503 for each patient, as compared with no prophylaxis.®

3 NIH News Release, “Combination Drug Therapy for AIDS Found to Control Blinding Eye Infection,”
May 20, 1997 (reporting study results published in the Journal of the American Medical Association, May 21,
1997).

‘1d
3 P. Ruane, “Dramatic Reductions in Use of Healthcare Services by Patients with HIV Result from Use of
Combination Therapy with a Protease Inhibitor,” Tower Infectious Disease Medical Associates, Inc., January 23,

1997.

¢ R. Torres, “Impact of Potent New Antiretroviral Therapies on In-Patient and Out-Patient Hospital
Utilization by HIV-Infected Persons,” Saint Vincent’s Hospital and Medical Center, January 23, 1997.

7 J. Gallant, et. al., “The Impact of Prophylaxis on Qutcome and Resource Utilization in Preumocystis
carinii Pneumonia,” Chest, April 1995: 1018-1023.

8 A. Castellano and M. Nettleman, “Cost and Benefit of Secondary Prophylaxis for Preumocystis carinti
Pneumonia,” Journal of the American Medical Association, August 14, 1991: 820-824.
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Comprehensive care and treatment which prevents or delays the progression from HIV infection
to AIDS can both improve quality of life and save money. A survey of the costs of care for
Medicaid patients with HIV in Baltimore found that monthly costs for people with CD4+ T-cell
counts under 50 (generally a sign of more advanced HIV disease) were more than twice those of
people with more than 500 T-cells.” As noted above, spending money in the early stages of HIV
disease for treatment with combination drug therapies can reduce more expensive interventions
later. Yet under the present Medicaid system, many living with HIV must wait for their T-cells to

drop and their illness to worsen before they can receive coverage and access care.
GAPS IN HEALTH CARE COVERAGE REMAIN

The advances in overall health care and drug treatments have brought renewed health and
unprecedented hope to many people living with HIV disease. For the first time in the 15 years of
the AIDS epidemic, there has been a decrease in the numbers of Americans dying from AIDS.
The U.S. Centers for Disease Control (CDC) reported a 13 percent decline in the number of
AIDS deaths for the first six months of 1996, as compared to the same period in 1995, and
attributed this decline to improved medical care, prophylaxis for Ols, and the use of combination
therapies. '

In the same report, however, the CDC noted that AIDS continues to be the leading cause of death
of Americans aged 25 to 44, and that the “increased prevalence of AIDS [in the U.S.] indicates
the need for medical and other services for persons with HIV infection.” While the new
medications make obtaining care more important than ever, challenges in expanding access to
primary care and treatment remain.

Medicaid provides access to health care coverage for low income, uninsured, disabled people.
Individuals who are HIV positive but have not been diagnosed with AIDS, however, are often
not eligible for Medicaid, because they do not meet the program’s disability standards or other
categorical eligibility requirements. To qualify for Medicaid, people must meet income
requirements and the disability criteria of the federal Supplemental Security Income (SSI)
program. The Social Security Administration uses the CDC’s definition of AIDS, along with
evidence of functional impairments, as proof of disability.!" Despite the fact that early clinical
intervention—including primary care, preventive services, and medication therapies—has

9 R. Moore and R. Chaisson, “Costs to Medicaid of Advancing Immunosuppression in an Urban HIV-
Infected Patient Population in Maryland,” Journal of Acquired Immune Deficiency Syndromes and Human

Retrovirology, 1997, 14:223-231.
10 Centers for Disease Control, Morbidity and Mortality Weekly Report, February 28, 1997, 46: 165-173.

' The CDC definition of AIDS for surveillance purposes is: documented CD4+ T-lymphocyte counts
<200 per microliter or percent of total lymphocytes <14 percent or a variety of opportunistic infections.
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been shown to improve healfh«‘apd delay the onset of expensive opportunistic infections,
most HIV positive individuals must wait until they “get sicker” and develop AIDS before

they can receive Medicaid.

This is particularly devastating because the populations in which HIV infection is increasing are
the ones likely to enroll in Medicaid once their HIV infection becomes full-blown AIDS. The
epidemic is growing fastest among groups which have traditionally been socioeconomically
disenfranchised, including racial and ethnic minorities, injection drug users, and women. In
1996, for the first time, blacks accounted for more AIDS cases than whites (41 percent versus 38
percent).'> Women represented 20 percent of new AIDS cases in 1996, up from seven percent in
1985. While overall AIDS deaths declined 13 percent in the first half of 1996, deaths among
women increased by three percent.'?

These populations are also the groups less likely to have health insurance and access to
treatments, and more likely to face barriers in obtaining health care, according to a survey by the
Agency for Health Care Policy and Research." People who are uninsured or underinsured not
“only lack access to expensive combination therapies, but also to basic primary care and
.preventive services. Without insurance, people are more likely to wait until they have serious
health problems before seeking care—problems which are then more expensive to treat. At this
point, people would likely become eligible for Medicaid, but it is both inefficient and inhumane
to require people to progress to an advanced stage of illness when we could offer access to
effective and less costly care and treatment at an earlier time in the disease.

A Medicaid expansion also promotes public health, by giving uninsured and underinsured people
with HIV an opportunity and an incentive to enter care earlier. Reaching people who would not
otherwise have contact with health care systems provides the chance to teach and reinforce
behavior changes which can prevent HIV transmission. [Reducing viral load through the use of
combination drug therapies may also reduce infectiousness, although there is not yet conclusive
scientific data on this issue.] The ongoing primary care and medical case management funded
through Medicaid helps support patients in following complex treatment plans. If patients do not
strictly comply with their combination therapy regimens, they are likely to develop drug-resistant
strains of HIV. The existence of such drug-resistant HIV mutations may further complicate
public health efforts to combat AIDS.

Despite the existence of federal AIDS programs, such as the AIDS Drug Assistance Programs
(ADAPs) and the other components of the Ryan White CARE Act, Medicaid serves as the

12 Centers for Disease Control, Morbidity and Mortality Weekly Report, February 28, 1997, 46: 165-173.
13 Id

4 p. Mohr, Patterns of Health Care Use Among HIV-Infected Adults: Preliminary Results,” AIDS Cost and
Services Utilization Survey, Agency for Health Care Policy and Research, September 1994: 3.
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foundation of AIDS care through its provision of both comprehensive health care and drug
therapies. ADAPs provide limited prescription drug coverage for some uninsured and
underinsured people with HIV and AIDS. But these programs cannot (and are not designed to)
meet the need for comprehensive primary care and diagnostic services. In spite of their limited
mission—to provide access to a limited formulary of proven AIDS medications—ADAPs face
severe financial pressure in many states, and often cannot meet the growing demand for new
combination therapies. In some states, ADAPs do not even cover protease inhibitors, and many
offer a very limited formulary of antiretroviral and OI drugs. In other states, there are lotteries,
long waiting lists, and increasingly restrictive eligibility criteria for ADAP participation.

While other Ryan White CARE Act programs pay for some primary care and drug
reimbursement, they are not intended to provide widespread comprehensive health care. Ryan
White funding is used for a range of care and services, including food, transportation, and case
management for people living with AIDS. Additionally, many ADAPs and Ryan White-funded
primary care programs have eligibility criteria which exclude people in the earlier stages of HIV
disease. These programs lack the financial resources to broaden their eligibility criteria to cover
such individuals. '

Even if a person with HIV were able to obtain medications through an ADAP or Ryan White
program, without primary care and services like medical case management, it is impossible to
monitor that person and assure that the prescribed treatment regimen is appropriate and effective.
An expansion of Medicaid can provide such care and services.

Some may question whether it is appropriate to have a disease-specific expansion of Medicaid,
even as a demonstration project. We believe that it serves the interests of public health, scientific
knowledge, and fairness to broaden Medicaid coverage to include people with HIV.

Public health: With earlier health care and treatment, as mentioned above, people living
with HIV are more likely to avoid behaviors which can spread the virus, and are more
likely to adhere to complex treatment plans, which can both prolong health and prevent
development of drug-resistant strains of HIV.

Scientific knowledge: Protease inhibitors and other new medications received rapid FDA
approval, have not yet been in long-term use, and have been researched mainly by
studying people in more advanced stages of HIV disease. There are many remaining
questions about the benefits, risks, and best way to use combination therapies in people
who are HIV positive, but do not have AIDS. A Medicaid expansion demonstration
project which brings people with HIV into care provides the opportunity to gather data
and conduct research studies designed to answer these questions.

Fairness: The current Medicaid system requires most people with HIV to develop AIDS
in order to gain access to health care and new combination therapies. This is unfair and
inhumane, especially when the government provides treatment for other communicable
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diseases, such as sexually transmitted diseases and tuberculosis. Principles and guidelines
recently released by the Department of Health and Human Services and the NIH call for
earlier intervention with combination drug therapies as the standard of care for the
treatment of HIV in most cases. The government should ensure that this standard of care,
endorsed by its own agencies, is accessible to those who have no other way to obtain it.

The Medicaid eligibility framework—requiring total disability to qualify for coverage— is at
odds with current clinical and public health knowledge. Many low income HIV positive
individuals with relatively intact immune systems are not presently eligible for Medicaid, but
will eventually qualify for Medicaid after developing AIDS. Unable to afford adequate treatment
early in their HIV disease, they cannot obtain the range of health care services necessary to
manage the disease, and will be more ill when they do enroll in Medicaid. Ironically, earlier
access to these medical services and treatments would enable them to preserve their health, learn
how to prevent transmission of HIV to others, and avoid more costly care such as inpatient
hospitalization. For humane, financial, and public health reasons, it is time to make Medicaid’s
eligibility requirements consistent with the clinical realities of HIV disease.

A COLLABORATIVE RESPONSE

In response to the contradictions between current Medicaid disability criteria and AIDS clinical
evidence and care standards, which call for early treatment of HIV disease, representatives from
the AIDS Action Council, community-based AIDS service organizations, the Health Care
Financing Administration (HCFA) and the Office of Management and Budget (OMB) have
begun to work collaboratively to address these issues. Response from the administration has been
unequivocally supportive, culminating in endorsements from Vice President Al Gore, who has
asked HCFA to find ways in which to expand Medicaid and allow more low-income Americans
with HIV to access care and therapies. Gore is quoted as saying “[Medicaid expansion] can ease
suffering, it can increase hope, and it can get new drug therapies into the hands of people who
need them.” As a result of these collaborations, we are all working together under HCFA’s
leadership to develop a plan for expanding eligibility to Medicaid for persons who are HIV
positive.

PROPOSAL DESIGN

The objective of this program is to expand Medicaid eligibility to low-income individuals who
have tested positive for the presence of HIV and who would be otherwise eligible for Medicaid
once their health status met an AIDS-defining diagnosis. States participating in this initiative will
demonstrate that the provision of earlier access to care and treatment will extend the period of
time that a person who is HIV positive remains asymptomatic, defer the onset of opportunistic
infection, and delay hospitalization, all of which will result in significant cost savings and life-
enhancing benefits. The following section describes what we believe are the core components of
this initiative.
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Eligibility A
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Any and all individuals who meet the following criteria will be eligible under this program:

* test positive for the presence of HIV; and
o have income at or below 200 percent of the federal poverty level.

State demonstrations will coordinate resources with other private, state, and federal programs.
Individuals with private insurance can apply for and become eligible for Medicaid as a “wrap
around benefit” thereby maximizing private insurance participation. State proposals will specify
the state specific eligibility guidelines and coordination of other state and federal programs.

Covered Benefits

Ideally, states will provide the full benefit package (i.e., mandatory and optional Medicaid
services) to individuals eligible through this program. In any case, benefit packages must be
flexible to accommodate new treatment advances and changes in standards of care that become
available during the course of the demonstration. Through this project, states, at a minimum,
must provide:

e primary care,

+ prescription drugs,

» diagnostic and laboratory services,
e mental health services, and

e substance abuse treatment services.

Options to Participate in the Demonstration Projects

Section 1115 of the Social Security Act allows the Secretary of Health and Human Services to
grant waivers from the usual federal Medicaid requirements" to states which want to create
demonstration projects to test new approaches to Medicaid. These demonstration projects must
be designed to promote the objectives of Medicaid,'® and must include a research and evaluation
component. Generally, demonstration projects created under a Section 1115 waiver are supposed
to be “budget neutral” over the life of the project, meaning that costs under the demonstration
project do not exceed what costs would have been without the waiver in place. Section 1115 also
authorizes matching federal funds for certain expenditures.

15 As defined in Section 1902 of the Social Security Act, and other provisions incorporated through Section
1902.

'8 As set out in Title XIX of the Social Security Act.
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This initiative will be designed ¢o provide states with the maximum flexibility possible in
participating in a Medicaid expansion demonstration project. The project does not necessarily
need to meet the traditional definition of “budget neutrality,” since there can be federal and/or
state subsidies. Also, budget neutrality should be measured within a time frame which is
appropriate for assessing the clinical impact and cost-effectiveness of the new combination
therapies (e.g., over a period of five to ten years).

Options for participation include the creation of a free-standing demonstration program or new or
amended 1115 waivers. New 1115 waivers could provide the vehicle to expand Medicaid
eligibility and/or allow a Medicaid buy-in option for those individuals otherwise ineligible for
coverage. Amending an approved or pending 1115 waiver could also be used to expand
eligibility. In addition, states could increase the income standards for their Medicaid buy-in
programs, allowing more persons who are HIV positive to qualify. For example, states could set
the income standard at 200 percent of the federal poverty level or they could use a graduated
system to make more individuals eligible.

NEXT STEPS

Over the next several months, the AIDS Action Council will work with HCFA to develop and
refine a solicitation process for states to successfully participate in the HIV Expanded Eligibility
Demonstration Initiative. It is important for community-based AIDS service organizations to
urge their state governors and Medicaid directors to advocate for this initiative with HHS and
HCFA. While we expect that this initiative will offer states tremendous opportunities to provide
cost-effective access and coverage to its most vulnerable populations, we also recognize the
range of development and design issues that need to be resolved. Over the next several months,
the AIDS Action Council will work with states and HCFA to complete the following tasks:

» Continue to work with HCFA to design a program that includes adequate incentives
for state participation in this initiative.

» Build consensus among federal and state leadership, elected officials, and government
staff, including representatives from Medicaid programs, Departments of Health, and
Departments of HIV Services.

»  Work with HCFA to develop a process that allows states to efficiently design and
implement a vehicle for eligibility expansion that responds to the unique environment
and situations of each state (waiver amendment or new waiver submission).

e Design a process to solicit input from consumers, AIDS service organizations,
primary care and other health care providers, and [health care ?] agencies regarding
program design and program effectiveness, on an ongoing basis.



Work with HCF Astp develop a methodology that allows states maximum flexibility in
measuring cost effectiveness. The goal will be to have HCFA resolve methodology
issues related to baseline measurements, the measurement of savings in other
government programs, and evaluation time frames.

Work with HCFA to identify and develop data bases that provide the information
needed to estimate current expenditures and projected costs for the purposes of
assessment and future planning. Necessary data includes the number of newly eligible
individuals by state and service area (persons who are HIV positive with incomes
below state defined eligibility criteria), utilization of services, and cost.
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Congress of the Tnited States
THouge of Vepregentatines
Washington, BE 20515
December 11, 1997

The Honorable Donna Shalala

Secretary

U.S. Department of Health and Human Services
200 Independence Ave., S.W.

Washington, DC 20201

Dear Madame Secretary:

It is our understanding that the Health Care Financing Administration (HHCFA) has discontinued
efforts to expand Medicaid to provide a limited drug benefit to low-income persons who are
HIV-infected and do not otherwise qualify for Medicaid coverage. As advocates of establishing
such a Medicaid expansion, we strongly urge you to reconsider this issue and provide this limnited
benefit in the President’s fiscal year 1999 budget request.

As you know, the new HIV/AIDS treatment guidelines issued by your Department make clear
that carly treatment with newly developed drugs is effective in helping to save lives. We have
strongly supported and fought for increased funding in the AIDS Drug Assistance Program, but,
unfortunately, cven with those increases far too many people will still not receive appropriate
treatinent. In addition, we remain concerned that further increases of the magnitude necessary in
this discretionary program may be extremely difficult to achieve. Itis essential, therefore, that
we pursue all avenues, including expanding Medicaid, to ensure that every person living with
HIV has access to the recommended early treatment. Failure to do so is simply unacceptable.
There are too many lives at stake.

We understand the concerns that officials at HCFA apparently have raised regarding the cost of
providing this new Medicaid benefit. We respectfully suggest, however, that in the context of
the overall budget, such a Medicaid cxpansion in fact would save money because expensive
hospitalization and other treatments would be reduced and people would be prevented from
becoming disabled and moving into the SSI program. Therefore, in keeping with the leadership
you have provided in the past, we request that an HTV drug treatment Medicaid expansion be
included within the Administration’s budget request for fiscal year 1999 and look forward to
working with you on this matter.

Sincerely,

Nancy Peldsi Richard A. Gephardt

ggg 1345 AAC-AAF 1002



y [ — . /"4 P ot —~ i~ 41
[ v aptect 7‘1 m AiDs Acrien Sane | 'S % o CatT cnn
' Peclicaucl \u_mcacj‘cd Caie.

Medicaid Waivers

Federal law under Title XIX of the Social Security Act requires that Medicaid
reciplents be permitted to choose the provider of their health care services — the hospital,
clinic, or physician —aslongas that provideris willing to provide services at the prevailing
Medicaid rate. This “free choice of provider” provision is the legal impediment to state
Medicaid authorities’ requiring Medicaid recipients to enroll in managed care plans. Such
plans, of course, reduce costs primarily by restricting patients’ choice of providers. There
are mechanisms under Title XIX bv which Medicaid authorities can legallv restrics
patients’ choice of providers. These are called “waivers.” and are largelv of two TVDes:
1913i(bvancd 1115 named after their respective statutor sections in Litle JIN

e

States are allowed to submit waiver apslications =0 the “ederal Mecicaid Authoriy
— the Health Care Financing Administration (HCFA® — o waive some of the orovisions
— including the fres choice of providers — that govern the federal Medicaid program.
Section 1913(b) and 1115 waivers allow states to alter the traditional deliverw and
financing mechanisms of Medicaid and other services to alizibie populations. Sectio

3

1915¢b: and 1115 waivers are differeat from each other mainlv in terms of scope and
affected population:

* Section 1915(b) waivers generally are defined for certain existing
eligible populations, such as mentally ill or women and children on
AFDC.

* Section 1115 waivers can extend Medicaid coverage to broader
categories of individuals, including many of the uninsured.

* Section 1915(b) waivers are not required to be statewide in scope
— the waiver can affect some parts of the state and not others.

* Section 1115 waivers must be statewide in scope.

* Section 1115 waivers can waive any Medicaid rule or regulation.
while section 1915(b) waivers are only available to waive Medicaid
requirements related to freedom of choice, comparability, and
statewideness.

In many cases, the waivers allow for the expansion of eligibility criteria to include
currentlv uninsured populations. Proponents of both the sectior 1915.b)and 1115 waivers
suggest that they afford states the opportunity to expand coverage and maintain basic
levels of quality and standards. Opponents argue that thev can be used to restric:
beneficiarv choice, reward underutilization, and hurt gqualitv of care.

a
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Medicaid Reform: Managed Care & AIDS

I. Section 1915(b) Waivers

Section 1915t waivers allow states to enroll Medicaid beneficiaries in managed
care plans by waiving beneficiaries’ right to choose their own providers ang limiting
statewideness and comparability of services requirements. The 1915(b) waivers limit the
beneficiaries’ free choice of provider usually through primarv care case management
(PCCM) or managed care. Traditional staff model managed care plans contain costs
tarough controlling access to providers within a defined network. Under PCCM programs,
a particular health care provider, usually the beneficiary's primarv care phvsician, serves
as a “gatekeeper” to authorize and monitor the dispersal of benefits and services available
inthe plan. Section 1915ib; waivers also authorize states o provide home and community
based services to the elderly, disabled children, peopie with HIV/AIDS the mentallyv 11l
and people with mental retardation/developmental disabiliries Under section 1215b.
Walvers, states must demonstrate thar the waiver is cost effective and will nor exciude
beneficiaries from accessing medically necessary sery '
more narrowly defined, the process for granting these waivers is much simpier than the
process Jor granting section 1115 walvers —unless HCFA exolicitly denies the apolicarion
Or réquesis moreinformation, the 1915(bi wajver is approved. Sect
VeI common, with most states currently operating at |

. ) :
ices. BéCCl‘dS'c‘ caesvalvers tend o be

II. Section 1115 Waivers

Walvers under section 1115 of the Social Security Act are broader in scope than
section 19135(b) waivers and have significantly changed the delivery of and eligibility for
Medicaid services. Many 1115 waivers have been used to expand Medicaid coverage to
uninsured groups either by expanding eligibility or by replacing traditional fee-for-zervice
delivery models with capitated payments to managed care plans. Startes request 1115
walvers in order to establish statewide research and demonstration projects that are
“likely to assistin promoting the objectives” of Medicaid. Aid o Families with Dependent
Children (AFDC), and other Social Security Act programs. Section 1115 walver applica-
tions are required to have research orexperimental methodology. [fapproved, the research
findings of these demonstration projects are systematicallv evaluated.

In 1993, responding to pressures from governors and state Medicaid directors, the
Secretary of Health and Human Services revised the review and approval process for
section 1115 waivers. The process was streamlined to encourage states to urilize section
1115 and expand Medicaid coverage through research and demonstration projects. Most
current 1115 waivers have some of the following 20als: to increase access to health zervices
for some currently uninsured populations, to modifv income or eligibility requirements.
and’ortorequireenrollment in prepaid managed care plans, As ofFebruary 1996, thurtesan
tliisection 1115 waivers have been approved.one’ liwaiver has been approved provision-
aliviand zeni10) waiver applications are currently pending. A chartoutlining the current

status of Medicaid waivers is attached as Appendix L
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Waivers granted under section 1115 have used a variety of approaches to expand
eligibility ang decrease program costs. Under the Tennessee walver granted in 1993, the
state developed the Tenncare program for Medicaid beneficiaries. The Tenncare program
mandatorily enroled all Medicaid beneficiaries Into managed care. This mandatory
enrollment cye Program cost and allowed the state to expand eligibility requirement 1o
include many of the previously uninsured working poor. Tenncare offered relatively low
reimbursement rates for providers, causing many physicians to opt out of the nlan and
restricting errollee access to quality care.

Arizona was the frst state Zranted a waiver ynder section 1115 Granred ip 1852
the Arizona walver created the Arizona Health Care Cost Containment System i AHCC S,
to provide care for the state's Medicaid beneficiaries. AHCCCS usesa competitive bidainy
process to identify managed care companies to contract for Medicaid managzd care
populations. The Program has expanded eligible categories and produced cost-savings
compared o traditiona] tee-for zervice Medicaid heaith care delivery.

Awarded in 1993, the Oreyon 1115 wajver established a Medicaid manag=d cara
program that categorized and prioritized Medicaid procedurss to conrpel program oo
The program has cur costs through controlling access to whar otherwise would have b
provided as “medically necessary services.” The Oregon waiver has used COSt savings to
expandeligibility to previously uninsured individuals. The Oregon planand its prioritization
of services caused much debate when originally proposed, and won HCFA approval only
after revisions to comply with the Americans with Disabilities Act {ADA) These revisions
ensured that various groups of people with disabilities were not adverselv affected by the
priority given to certain medical services.

I11. Considerations for People with HIV/AIDS
in the Waiver Process

&
.
{

The Medicaid walver process has been used by states to expand access 1o the federa]
Medicaid program, particularly through mandatory enrollment of Medicaid beneficiaries
In managed care plans. The overal] goal of moving Medicaid recipients into managed care
IStoincrease access while controlling or reducing costs: and in fact. managed care. with its
emphasis on preventative and primary care. does offer, if pursued caretullv, opportunities
for improved health careand expanded access for the HIV-infected population. At the same
time, however, consumers, patient advocates, state Iegislators, andothers have questioned
the ability of Medicaid managed care plans to provide adequate health services for people
with chronie Ulnesses, like people with HIV/AIDS. I many instances, the waiver reviesw
and approval brocess has provided anp opportunity for consumers, patient advocates. and
others to vojce concerns about the ability of Medicaid manag=d care plans to serve the
health care needs of particular Dopulations. During the wajver and review process
nterested parties have lobbied for increased patient access. better dars cotlection, and

.ghter Monitoring standards, among other things. [t s IMPOrtant to nate that advocates

and other ‘Nterested PArties cuan participate in both L915th and 1115 waier apnlication
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Processes at both the state and federal level by voicing concerns to HCFA| state Medicaid
authorities, and other entities involved in the process. In order to participate wajver
application processes, advocates can:

* Develop contacts with state Medicajd authorities;

* Request information regarding waiver applications from HCFA
Regional Offices;

* Participate in public meetings on waiver applications:

* Provide written comments regarding waiver applicationsto HCFA
and other oversight authorities; and

* Develop coalitions with consumer groups, organized labor, health
provider organizations, and other HIV/AIDS advocates.

Mandatory enrollment in Medicald marzayed care D0ses speciile issues [or people
with HIV/AIDS. People with HIV/AIDS and other special populations mav have partcular
problems obtaining access to appropriate health care and other services in a manags=d cars
health delivery system. One particular concern for peaple with HIV/AIDS and others with
chronic illnesses and disabilities is that specialists, rather than the primary care
"gatekeepers” of most managed care plans, may betzer provide the care these populazions
need. People with HIV/AIDS require a broad range of treatment interventions during the
course of theirillness, often having higher utilization rates for medical services. Capitated
financing mechanisms in managed care may adverselv affect those beneficlaries who are
more intensive users of care — like people with HIVVAIDS . As a result, many advocates
have proposed excluding “special needs populations,” like people with HIV/AIDS from
mandatory enrollment in managed care. The following issues have arisen in Waly
application processes as particular issues concerns for people with HIV/AIDS under
Medicaid managed care:

"

€8]

* Role of the “gatekeeper” — specifically, the extent to which a
“gatekeeper” without significant HIV expertise would impose barri-
ers to medically necessary health care services for people with HI'V/
AIDS;

* The ability of plans to provide and document quality of care for
people with HIV/AIDS:

* Availability of prescription drug services without significant re-
strictions on drug formularies; and

* Exclusion of pharmaceutical costs from capitated rate structures
since the high and uncertain costofdrugtreatments and prophvlac-
tic therapies for people with HIV/AIDS will greatly complicate the
calculation of wraparound capitated rates.
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In June 1995, HCFA presented a report related to the New York State waiver
application. The HCFA report raised questions related to the following: primary care
provider capacity; the effects on people with HIV/AIDS and other chronically ill and
disabled populations: the effects on providers who serve low-income populations; quality
of care; and the effects of budget cuts on the Medicaid managed care program. The HCFA
questions were very specific in terms of the needs of pecple with HIV/AIDS under Medicaid
managed care. In November 1995, the New York State Senate and Assembly requested
that HCFA review the New York State waiver application in the same thorough manner
it reviewed the New York City waiver application. In particular, the request focused on
plan capacity, quality, enrollment and client education, the fate of "essential community
providers,” and access for people with HIV/AIDS and other chronically ill and disabled
populations. The New York State waiver apolication is currently pending.

VvV Medicaid Waiver Action |

1. Develop contacts in your state in order to gain early access to infor-
mation about proposed or pending waiver applications by your state. !
(States are neither required to give public notice about waiver appli- '
cations nor are they required to obtain approval from state legisla-
tures prior to seeking Medicaid waivers. This further demonstrates
the need for advocates to develop contacts with state Medicaid au-
thorities.) Potential contacts include:

* Individuals in your state Medicaid agency;

* Contact person with the Health Care Financing Administration
(HCFA) Regional Office responsible for your state waiver;

* Consumer advocacy organizations in your area; and ‘)

* Health care provider organizations in your area, like a hospital
association, local and state medical and nursing societies and
professional associations. '

2. Obtain public documents that refer or relate to the proposed or
pending waiver. Contact the state legislative bill service to determine
if state legislationrelated to the waiveris pending. Obtain a copy of the

waiver, including the state’s model health plan/provider contracts and
requests for proposal.

3. Attend public meetings about the proposal. Encourage providers and |
consumers to either submit comments and/or attend meetings.

4. Obtain information about other state waivers. Waivers from state to

state are often similar in scope, and the experiences of other states can [
be particularly relevant. |
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* Managed care programs often limit access to mental health and sub-
stance abuse treatment. With the increased co-morbid conditions associ-
ated with HIV/AIDS, plansneed to provide intensive casemanagementand
mental health and substance abuse services for people with HIV/AIDS,

* Plans have been reported to discourage providers from identifying
themselves ag HIV/AIDS specialists, for fear that people with HIV/AIDS
would be attracted to join the plan.

* Providers and people with HIV/AIDS often do not have access to appro-
priate, HIV-specific quality of care measures so that they can judge
comparative performance by managed care plansin providing AIDS care.

VWV Medicaid Managed Care Action

1. If your state is seeking a waiver for the mandatory enrollment of |
Medicaid beneficiaries into managed care plans, You need to become
involved in the process. Advocaies must highlight the potential prob-
lems of enrolling people with HIV/AIDS and other chronically i1} popu- |
lations into the plan. :

2. Advocates should demand that managed care plans demonstrate their
ability to provide physicians with HIV expertise and other factors
important to HIV/AIDS patient population. .

3. Advocates may want to suggest a modified enrollment schedule for
people with HIV/AIDS and/or thedevelopment of HIV-specific managed
care plans to provide specialized care for people with HIV/AIDS.

4. Advocates must demand adequate capitation rates for managed care
plans for people with HIV/AIDS, that rates must be risk-adjusted, and
that all medically necessary services be covered by the plans, including
Prescription drugs. I
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nisms to reflect costs of new treatments and therapies, as they are |
developed and approved by the Food and Drug Administration (FDA).

6. Demand that managed care plans include HIV/AIDS-specific outcomes
and quality data. Marketing materials for managed care plans should |
also include patient satisfaction data for people with HIV/AIDS.




A Comparison of the Medicaid Provisions
in the
Balanced Budget Act of 1997 (P.L. 105-33)
with Prior Law

Prepared by

Sara Rosenbaurn
Julie Darnell
Center for Health Policy Research
The George Washington University Medical Center

for the
Kaiser Commission on the Future of Medicaid

October 1997

The views expressed in this report are those of the

authors and do not necessaril
Commission on the Future of Madicaid, or the K

y represent the views of G
aser Family Foundation,

eorqge Washington Urniversity, the Kais:



TABLE OF CONTENTS
INTRODUCTION : : : : o

A OVERVIEW . _ _
1. Summary =~ o e

B cuGmwiiry S

Poverty-level children . L
Oisabled chitdren = . e L
Continuous coverage of childien L L
Presumptive eligibility for children C :
Legal Immigrants ... o
Undocumented allens . o

Low income Medicare beneficiaries L .
Disabled Workers ... o

(OCD\JG?C"ALJN—-\

C BENEFITS o L _
b General approach to benefits L
2 Early and Periodic Screening Diagnosis and Treatment (EPSDT)
3 Prunary care case management services .~ ...

4 Home- and community-based care .. !
D PREMIUMS AND COST SHARING e _ _ (
1 General approach to premiums and cost shanng ... : t

2 HMO copayments S o : . t
3 Co insurance requirements for dual ehgibles and Qualified Medicare Beneficianes (QMHs) {
Payment of Medicare premiums for Specified Low-Income Medicare Beneficianes (51 Mi3s) (

(

4
5 Pnvate health insurance premiums . o
&£ PROVIDER PARTICIPATION AND REIMBURSEMENT . . S S . v
1 General approach to provider reimbursement . . . S _ v
2 Hospitals L A T T v
3 Disproportionate Share Hosptals . . . . . .. /
Center for Health t'ohcy Research [he Kaises Comassion on the | titaee of Mesobn ot

The Gearge Washagion Howersidy Medical Center [RNTS



Nursing faciibes o
Managed care entities S o
6 Federally quahtied health centers (FQHCs) and rural health chiics (RHCs)
7. Obstetric and Pediatnc Providers

4
5 Managed care entites =

F. MANAGED CARE . e
1. General approach to managed carie =~ ..

2
3 Mandatory enrollment as a condition of coverage ... .. .. .

4 Enollment composition of Medicaid qualified managed care organizations
5. Default enrollment o :

6 Guaranteed enrollment .. L .

7. Disenrollment = C AP

8 Conditions of participation for PCCMs ...

9 Conditions of participation for MCOs e :

10. Prior approval of contracts with Mmanaged care organizations

11 Plan protections ...~ T

12 Payments to Disproportionate Share Hospitals S

13 Qualty assurance ..

14 Enroliment of Indians o o

15 Treatment of family planning services . .

G LONG-TERM CARE o
1 Long-term care services e

H FEDERAL FINANCIAL ASSISTANCE e
1 General Approach o o
2 Disproportionate share hospital (DSH) payments . S .
3. Disproportionate share hospital payments for institutions for mental diseases (IM0Ds)
4 Federal Medicaid assistance percentage (FMAP) =
5 Federal financial assistance for care of aliens ...

Center tor Health Pohcy Research Fhe lonsien Comnnscann an the | otare of Mo
The George Wastungton Uiversily Medical Centen P



INTRODUC 1 ION
A Overview

The following table Compares prior Medicaid law with the Medicaid provisions contained in the Balanced Budget Act of 1997
(P.L 105-33), signed into law by President Clinton on August 5, 1997 ' The legislation makes significant changes in the structure of
the Medicaid pProgram in the areas of eligibility, provider qualification and reimbursement, long-term care, and Mmanaged care In may.
respects, the legislation reflects many of the changes in law and program structure which have taken place under statewide Medican |
Mmanaged care demonstrations authornized under Sections 1915 and 1115 of the Social Security Act © The Congressional Budget Ot
has estimated federal savings of $13 billion over five years from reductions in Medicaid spending under the Balanced Budget Act

a result of the 1996 welfare reform legislation

Benefits. The legislation retamns Medicaid as a program that covers a defimed setof benehts 1t adds ; NEW prmary care case
management benefit option and hberalzes ehgibility requirements for Medicaid assistance under home - an commumty -based care

walvers

Premiums and Cost Sharing. The new law permits states to IMpose cost shanng on beneficianes enrolled in managed care
organizations to the same extent as 'S permitted in the fee-for-service program.

Provider Participation and Reimbursement. The new law makes major changes in payment rules for hospitals, nursing
homes, intermediate care facilities, home health agencies, federally qualfied health centers (FQI ICs), and rural health chinics (RHCs)
In fact, most of the reductions in federal Medicaid spending are achieved through reductions in provider payments, the most sigrmificant
of which are targeted to disproportionate share hospitals. The new law also repeals the Boren Amendment and phases out cost based
reimbursement for FQHCs and RHCs The legislation also allows states to pay Medicare providers the Medicand rembursement rate
for services provided to Qualified Medicare Beneficianies and dual eligibles

—_———— e e ————

Foran addonal analysis detaling the new legisiatinn and the fmancial ASSuUMplions on which il 15 based see Andy Schinewder Overviow of Men g | TOVESONS 10 s (ol

Budget Actof 1997 1y 10533 (Center on Budget and Pohey Poonmes. Washmgton D C | August. 1997
T areview of Seqcton 15 demonstiations ang the imphcations for Medicad reform see Sata Rosenbaum and Jube Dannen, Statewide Medicang Managed Cie
Demonstiatons under Sechon 1115 of the Social Secunty Act A Review of the Waijver Applications, | otters of Approvil and Tomms aned ¢ onditions;, (Washington 1) ¢ kinsen

Commission on the f utire of Medicaid), 1997
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Managed Care. The Balianced Budget Act eliminates many ol the provisions of pror law for which states hrequently teguesie
wavers under Section 1915 and Section 1115 of the Social Security Act. Most significantly, the new law permits states to require n
Medicaid beneficianes to enroll in a managed care organization without fir st obtaining wawer approval from HCEA urthermore, th.
new law permits the establishment of Medicaid-only plans without Secretanal approval by eliminating the pre-existing 75/25 Medic .
Medicaid/private coverage composition requirement and increases to $1 million the threshold for prior federal approval of managed
care contiacts Finally, the law establishes certain new managed care consumer protections, but exemplts S5ection 1915 and Sedti.:

Long-Term Care. The new law establishes an optional program, Procram of Ali Inclusive Care for the { derly (PACE), 1or
Medicare entitled Medicaid beneficiaries who are 55 years of age or older, require nursing facility level care, reside in the PACE
program service area, and meet other apphcable conditions of eligibiity permitted under the program

Federal Financial Assistance. The Balanced Budget Act makes changes in the amount of federal payments to the states a.
the territories and to specific providers. The new law increases federal payments 1o D C |, Alaska and the terntones Furthermore,
entitles 12 states with the highest number of undocumented persons to additional funding for FY 1998 through Y 2001 for emerqen
services furmished to otherwise ehgible undocumented persons. The law places additional caps on statc DSH allotments, beginmng
1998, with the specific amount established per state until FY 2002, thereafter. the allotment IS mcreased by the CP2)

B Elibility
The legistation makes the following changes in Medicaid eligibinty

. Restores Medicaid (and Supplemental Security Income (SSI)) to elderly and disabled legal residents who lived
the U.S. and received assistance as of August 22, 1996 the date on which the Personal Responsibility and Work
Opportunity Reconciliation Act of 1996, which terminated such coverage, was signed into law Additionally, the legisiat:
permits legal residents who were in the U.S. as of August 22, 1996, to receive SSI and Medicaid i they become disabl:
n the future

. Restores Medicaid to children who were receiving SS| and Medicaid as of August 22, 1996 who lose their SSI
coverage as a result of changes enacted in the welfare reform legislation, and who continue to meet the previou:.:
apphcable SSI disability critena (which included coverage of children with functional disabihties) as well as SSI financia
ehgibity rules and other conditions of eligibility.

FThe Katser £ ammsaon on the | utae of AMea
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. Creates a new state option to provide 12 months of continuous eligibility to children up to age 19. States also
have new authority to grant presumptive (i.e., temporary) Medicaid ehgibiity to children under 19 while ther apphications
for Medicaid or the state's children’s insurance program are pending.

. Permits states to guarantee 6 months of Medicaid coverage to managed care enrollees.

. Establishes a new capped Medicare Part B block grant ($1.5 billion between FY 1998 and FY 2002) which entitles
states (but not individuals) to financial assistance for the cost of paying Medicare Part B prenwums for low mcome
persons on a first-come, first-served basis Eligibility for full premium assistance s limited to mdividuals with ncomes
between 120% and 135% of the federal poverty level, with partial premium assistance for indwiduals with incomes
between 135% and 175% of the federal poverty level.

. Creates a new state option to permit disabled SSI beneficiaries with incomes up to 250% of the federal poverty
level who are not otherwise eligible for benefits to buy into Medicaid on a sliding scale prenium basis

Companion provisions in the Act provide states with $20.3 billion over a five-year time period beginning in FY 1998 to
extend insurance coverage to children. The new State Children’s Health Insurance Program (Title XX1 of the Social Secunty Act)
gives states the option of using their new funds to either extend Medicaid coverage to additional children or establish alternative
insurance programs for these children The legislation also permits states to accelerate coverage of poverty-level childien under age
19 regardless of their date of birth (prior law limited mandatory coverage to children born after September 30 1983)

C Benefits

The law retains the existing defined set of benefits but restricts assistance for Medicare beneficianes who also quahfy tor
Medicaid The new law.

. Eliminates state requirement to pay the 20 percent Medicare coinsurance for qualified Medicare beneficiaries and
dual enrollees if such payments exceed the state Medicaid program’s payment schedule for similar services Medicare
providers would be prohibited from balance billing beneficiaries for the unpaid comsurance amount

. Requires the Department of Health and Human Services to conduct a study and report to Congress on the Early
and Periodic Screening, Diagnosis and Treatment (EPSDT) benefit The report 1s due one year following enactment
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0 Prennams and Cost Sharing
The new taw modifies the rules on cost-sharing for enrollees in managed care organizations

. The legislation retains most prior rules on cost sharing, but permits states to impose cost sharmg on managed cai
organization enrollees to the same extent that it is permitted in the fee for-service system

E Provider Participation and Reimbursement

The legislation includes major changes in payment rules for hospitals, nursing homes, intermediate care faciities and home
health agencies The law also revises the payment system for federally qualified health centers (FQHCs) and rural health chnics
(RHCs) that participate in managed care In addition, the law alters the payment methodology for disproportionate share hospitals an
sets new rules for payment to hospitals that participate in managed care arrangements The legislation

. Repeals the Boren Amendment and related cost reimbursement provisions relating to nursing facibties, intermedi.
care faciities for the mentally retarded (ICF/MR) and home health agencies

. Revises the existing disproportionate share hospital (DSH) payment requirements and reduces DSH payments
by $10.4 billion over 5 years. It requires states to develop a system for identification of DSH tacihties and for makinq
payment adjustments to these facilities. The 'aw also limits DSH pavments to Institutions for Mental Diseases ' (IMD) an
requires direct supplemental DSH payments in certain instances to quahtying disproportionate share hospitals that
participate in managed care arrangements.

. Phases out cost-based reimbursement over a 6 year period while establishing new state payment obligations to
FQHCs and RHCs that contract with managed care organizations.

‘The law provides a phase down method for payments (o IMDs Ladly analysis suggests that the IMD) payment lormula will need to be revised becaoat il was croneounly diatedd
and results i lederal payment reductions that are signiticantly below the ayreed-upon level
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F Managed Care

The legistation makes far-reaching changes and establishes new consumer protections under Medicaid managed care States
with Section 1115 and Section 1915 managed care demonstrations are exempted from new consumer and managed care orgamization
provider protections (unless also required as a condition of their demonstration approval) * The law

. Permits states to condition Medicaid coverage for nearly all enrollees on mandatory enroliment in a qualified
managed care entity. This new Section 1932 option does not require federal waiver approval but operates instead
through the more simple state plan amendment process. Exempted from the new state option process are children with
special health care needs (including SSI children, certain institutionalized children childien receiving foster care and
adoption subsidies, and children recognized as “special needs” children under state Maternal and Child Health Block
Grant programs) as well as Medicaid beneficiaries also enrolled in Medicare (e g . as dual enrollees, qualified Medicare
beneficianies (QMBs) or specitied low income Medicare beneficiarics (SLMBs)). States immay seek permission under
Section 1915 or Section 1115 to mandate enroliment of these populations. States may also continue to use Section 1915
and Section 1115 for other populations.

. Permits states to continue their managed care demonstration programs and exempts them from new consumer
and managed care organization (MCO) protections. States would be permitted to extend theirr Section 1115
demonstrations through an expedited process for up to 3 years. They could also continue to use the: Section 1915 waves
statute both for the special needs children and low income Medicare beneficianes who are exempt from the new state
managed care option, as well as for other populations covered by the new option States that continue to operate therr
managed care programs as demonstrations would be exempt from the new consumer and MCO protection requuements

. Creates two basic statutory categories of “managed care entitics”: primary care case managers and managed
care organizations. These entities may participate in the program if they meet applicable conditions of participation set
forth in the statute and in their provider contracts. Certain federal requirements are applicable to both types of entities.
while others apply only to larger “managed care organizations” which are distinguished by the: tact that they are at
hnancial nisk for three or more contract services. Pnmary care case managers (PCCMs) (first authonzed under Section
1915 enacted in 1981) may participate if they enter into either fee-for-service or risk-based "pPrimary care case
management” contracts with a state Managed care organizations include traditional federally qualified or state hcensed
HMOs as well as other organizations (including Medicare Provider Sponsored Networks and other enties participating n
the new Medicare+Choice program).

"The Secretary could alter her demonstiation standards 1o tequire comphance with these new requiements as a condiion of approval of new o « onhnuing watvers Al thas pomt e

action has been taken
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. Establishes minimum federal conditions of participation for PCCMs and revises the conditions of participation
for HMOs and other managed care organizations. The law repeals certan HMO standards (most notably, the
prohitntion against participation by plans with 75% or greater Medicare/Medicaid enroliment) and icvises and. n some
cases. expands other requirements. The law establishes new consumer pratections in the areas of emergency care
(requinng coverage in accordance with a “prudent layperson” standard), hospital stays for mothers and newborns, and
mental health parity. The legislation also establishes new standards governing prohibitions on physician communicatio
mManaged care organization solvency, information and disclosure and access to care.” Most standards apphicable to
managed care organizations do not apply to PCCMs.

. Gives auto-enrolled managed care enrollees a 90-day period to switch plans.

. Creates certain requirements for states that elect to mandate managed care enrolliment, including choice of plan :
non-rural beneficiaries, information and disclosure to beneficiaries. use of certain ntermecdiate sanctions in the case of
plans which are substantially out of compliance with conditions of patticipation, anti-fraud and abuse measures.
requirements applicable to contracts with managed care entities, and prior approval of all contracts valued at $1 million
more by HCFA

. Creates a new right of managed care entities to notice and a hearing prior to the termination of a contract with .
state Medicaid agency. States may, but are not required to, notify enrollees that a termination proceeding is under wi
and offer them the choice of disenroliment.

. Retains the right of most managed care enrollees to select the family planning provider of their choice. The ngh
1s retained for enrollees of comprehensive service managed care organizations regardless of whether they are enrolled
through Section 1915 or Section 1932 or waived as part of a Section 1115 demonstiation PCCM enrollees in Section
1915 demonstrations continue to have a free-choice-of-provider nght, but the nght does not appear to extend to PCCM
entollees in the Section 1932 state option arrangements that do not require Secretanal waver approval

‘House provisions winch woutd have guaranteed benehaianes duect access lo obstetrical and gynecologieal care as well as set forth more detaled goevanee requirements for
mandged care arganizattons were diopped m conference
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G Long Tern Care

The legislation creates a new long-term care option, building on the expenence of the On Lok and PACE demonstiation
programs, which are terminated

. The legislation creates a new state option to extend the Medicare PACE program (Programs of All Inclusive Care
the Elderly) to Medicare entitled Medicaid beneficiaries who are 55 years of age or older, who require nursing facility-le-
care, and who meet other applicable conditions of eligibility perimitted under the program P’ACE providers would be
required to furnish eligible persons with 24 hour-per-day access 1o ali medically necessary services covered under
Medicare and Medicaid without any limitation or condition on amount. duration and scope and without application of
deductibles, coinsurance or other cost sharing that would otherwise be apphcable under Medicard States have the
authonty to limit enroliment under PACE.

H Federal Financial Assistance

The new law makes no change to prior payment structure but reduces feder al DSH payments by $10 4 biihon over five years,
with upward adjustiments for inflation in subsequent years It also includes a 4 year $100 milhon emergency care fund ($25 mullion a
year) for 12 states with high numbers of undocumented aliens The law:

. Reduces disproportionate share hospital (DSH) payments to states. establishing specific annual payment levels for
cach state in the statute After 2002, each state's DSH payment would be pernutted to nse with the medical component
the CP1L, subject to an upper limit of 12 percent of total state Medicaid expenditures

. Increases federal payments to the District of Columbia and the trusts and territories. The law increases the feder,
medical assistance percentage (FMAP) to the District of Columbia from 50 percent to 70 percent Fodenal payments to
the trusts and terntones are mcreased but continue to be subject to statutory limits

. Authorizes a new state entitlement grant program of $100 million over 4 yoars (FY 1998 through FY 2001) for
emergency services to each of the 12 States with the highest number of undocumented aliens. [ ach state's
allotment of total funds would be based on its share of the total undocumented aliens in the 12 ehgible states  Fstimate
of the number of undocumented aliens would be prepared by the Imnugration and Naturahzation Scrvice (INS)
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A Comparison of the Medicaid Provisions in the Balanced Budget Act of 1997 with Prior Law

ISSUE PRIOR LAW

BALANCED BUDGET ACT OF 1997 (P.L. 105-33)

A. OVERVIEW

Eligibility. Entitles mawiduals who meet eligibility
condihions to coverage for range of required and
oplional acute and long-term care services

1. Summary

Benetits [ nhtles mdividuals 1o coverage for a
defined seol of benelits

Premiums and Cost Sharing. Peinuts copayments
for Medicaid benehcianes in limited circumstances.

Provider Participation and Reimbursement.
Enhilles certain providers. including hospitals,
nursing homes, home health agencies, federally
qualified health centers (I QI 1Cs). and rural health
chmcs (RHCs), to reimbursements in accordance
with cost principles under a provision commonly
known as the Boren Amendment Providers serving
Medicaid benelicranes with Medicare receive the
Medicare payment rate

Managed Care. ermits stitas to oHer voluntary
managed care enrollment Permits states to
mandale enroliment via federal waivers of the
freedom of choice provisions (Sechion 1915 or
Section 1115) Pennits slates (o implement
research and demonsliation programs for up to 5
years

Long-Term Care. Mandates coverage of nursing
facility, home health benefits and hospital services
for all beneficlanes and gives stutes the option 1o
cover other benefits

Federal Financial Assistance. States are enlitled
10 open ended federal contubutions toward program
costs, with upper himits on dispropottionate share
hospital payments. Prohibits non-emergency
Medicaid coverage of otherwise ehgible
undocumented aliens

Retains Medicaid as an mdidual entitlement wilh open ended tederal inancng Adds new
eligibility oplions tor children and persons with disabwlibies expands coverage of low incone:
Medicare benehciartes, and (estores coverage foi certam disabled chiddien and elderly andg
disabled ltegal residonts

Retains the existing dnfined benefi package while adding new beneht ophons for prmary ¢,
case management. and iherahzing ehgibity requiements for assistande under home and
communily based care

Expands state ophions Lo regqimre cost shanng for members of matiaged Care organz ations Lo
the same extent that it 1s permited mn the tee tor service system

Repeals Boren Amendment cost payment tequueiments for hospitals nwrsing facilities andg
home health agencies ’hases out cost tembursement for F QNG and RHCS £ minates
entitlement to payment at the Medicare rate for Mediind benetcines who also ace enrolled .
Medicare

Permits states 10 mandate Mmanaged care encollment tor all Medicand benehcianes excepl
special needs chiihen and Medicand beneficiaries who receve Medicare Allows states 1o
continue theu Section 1115 and 1915 domonstrations and ta conlinge using the demunstratio.
authority in lteu of the new state option

Creales a new state oplion to extend the Medicare 1’Ad program

Makes no change to prior payment structure but reduces tederal DSH pityments by $10 4
billion over five years, with vpwdard adjustments 1o inflation i subsequent years Includes a 4
year $100 milhon emergency care fund for 12 states with high numbers of undocumented

alens
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A Comparison of the Medlcald Provusuons in the Balanced Budget A(.t o! 1997 wnlh Pnor Law

ISSUE

PRIOR LAW

BALANCED BUDGET ACT OF 1997 (P L. 105- 33)

B. ELIGIBILITY

1. General
approach to
eligibility

F niilles ehgible persons to coverage for defined
benehts, with ehigibilly conditioned on a sernes of
financial, categorical and general conditions of
eligibity

£ ntitles individuals who meet eligibility
requirements to coverage for medical assistance
tems and services covered under a State’s
Medicaid plan when furnished by participating
providers

Relains the individual entitlement to coverage for eligible individuals with open-ended
financing Adds new ehgibihty options for childien and persons wilh disatuhiies expands
coverage of low income Medicare beneficianes, and restores coverage for certam disobled
children and elderly and disabled legal residents

Permits states 1o condiion coverage for most beneficianes on mandatory enrolliment in a
managed care enhly f xempts Medicad beneficianes who teceve Medicare and specud needs
children (those who receve S50 are in loster care or adoption placements e tecogmized as
“special needs” children undes Iitle V. and cettan insttutionabzed chldien) fiom mandatory
managed care enfoliment

2. Poverty-level
children

Mandates coverage of all poverty level childien up
to aye 19 who meot financial conditions of eligibihty
and who were born alter Seplember 20, 1983,
thereby phasing in coverage lor chuldien under 19
10 the year 2002

States can expand coverage lo childien under
1902(1)(2) or Section Y115 wawvers

Clanfies state option to immediately extend coverage to all poverty level chuldren under age 19
Accompanying provistons under the State Childien's e alth insweance Progean provide
additional federal financial pathicipation (11 £2) 1o states that elect to extend Medicad ehgibibty

to additional groups of ctuliien

}——

3. Disabled
children

(isabled cluldren who recewve $51 automatically
tocetve Medicaid in most states Childien's
disabihty critena was restncied under the 1996
welfare reform law to remove functionally disabled
and certain mentally ill chitdren Approximately
4%.000 children recewing 551 (out of 170,000 cases
reviewed) have had thew benetits terminated

Requures states 10 restore Medicad to children who lose 551 as o result of wellate reform and
S5 standards
) . € <

who would continue 1o qualty for HS1Hunder pre welfare reform !

4. Continuous
coverage of
children

5. Presumptwe
eligibility for
children

L

b ——

Fermnates ehgibility for chuldren who no longer
meet conditions of ehigibilty

Permits slates to guarantee 12 months continuous ehgitnhity following a determimaton of
ehgibdity up 1o an age specitied by the state, but not exceeding 19 yess ol age

Provides states with the option to extend a period of
presumptive (i e , temporary) ehgibibty for prenatal
care 1n the case of pregnant women who have
applied tor Medicaid and who. based on preliminary

mfonmation, appeat 1o be eligible 101 coverage.

Adds a state option 1o provide presumptive Medicad elgitnlity tor chakdren under age 19 and
identifies the following orgamzations as potentatly quabtied 1o make presumptive ehgibity
determinations Head Stant agencias, child care providers and WIC programs Presumphve
eligibility costs are offset agamst payments to states under the new State Children’s Health
Insurance Program
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A Comparison of the Medicaid Provisions in the Balanced Budget Act of 1997 with Prior Law

ISSUE

PRIOR LAW

BALANCED BUDGET ACT OF 1997 (P.L. 105-33)

B. ELIGIBILITY

6. Legal
immigrants

The 1996 welfare reform law ternunated SS! for
legal aliens and authonzed, bul did not require,
states to continue Medicad As of Spring 1997,
seven slates had elected not to extend Medicaid to
some or all former SSI recipients who were
qualfied aliens

Imposes 5 year limit on Medicand coverage for non-
emergency care only tor otherwise ehgible
“qualified” aliens who enter the U S on or after
August 22 1996

Restores SSI and Medicaid benefits to all elderly and disabled qualfied aliens who teceved
SS! and Medicaid as of August 221996 Addibionally perauls legal residents n the U S as !
August 22, 1996, to teceve S51Hif they subsequently become disatded and quahty for
coverage

Extends from 5 to 7 years the e peaod tor which eligible iefugees may recenve SS1 and
emergency Medicaid coverage Adds Cuban and Hatian entiants 1o the group of legal
immigrants covered by the exemptions for refugees | xempts legal mimigrants who are
members of an Indian tabie: from the testncions on S51and Medicad eligibibity

7.Undocumented
aliens

Protibits medical assistance other than emergency
coverage to undocumented aliens who would
otherwise meeot the ehgibiiity requieaments for the
state’s Medicard program

Authorizes a new capped state entitlement grant program of $100 oullion (325 mithon per ye..
for FY 1998 through | Y 2001) lor emergency services for ondocumented atens 1o each of the
12 States with the lnghest estunated number of undooumented aliens  F ach state’s allotnen
of total funds would be based on s share of the toltal undocumented ahens i the 12 ehgible
states. Estimates of the numbier of undocamented ahens woulld be prepared by the

«

Immigration and Naturalz alion Service

8. Low-income
Medicare
beneficiaries

Reqguires states to pay for the premiums,
deductibles and coinsurance to Quahfied Medicare
Beneticiaties (AMUs) with 1esources at or below
twice the SSI resource eligibilty standard and with
ncomes at or below 100% of the -PL

Requires states to pay Madicare premiums for
Speched | ow Income Madicare Benelicianes

(51 MHs) wath fanly mcomas at or below 120% of
the I'PL and resources al or below twice the SSI
resource-eligiity standard | ederat contributions
to the QMB and 51 ME program are at the slate’s
tederal medical assistance percentage rate
(between 50% and 79% of total stale outlays).

Creates a new $1 0 billion, 100% federally financed state entillement, payable oul of Medican
Part B, to provide premunnm assistance 1o low mcome eldetly and disabled beneficianes
Specifies that indimiduals are not enlitled (o coverage | unds are allocated 10 states based on
the proportion of low income elderly persons resiching in the state Funds would be used to
assist states to increase coverage of SLMBs iom 120% to 135% of the | ederal Poverty | evs -
(FPL) and to provide partial assistance to beneficianes with ncomes up to 175% of the I | 1
offset the Part B premiuni rise as a resull of Madicine home health coverage changes
Coverage of chigible persons would be on a flust come fust served bases unhl funduig (uns o
Program ends n acamber 2002
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A Comparison of the Medicaid Provisions In the Balanced Budget Act of 1997 with Prior Law

e e ———— e .

BALANCED BUDGET ACT OF 1997 (P.L. 105-33)

ISSUE PRIOR LAW
B. ELIGIBILITY
9. Disabled Mandates coverage of peisons "who previousl! Authorizes states to offe: buy-in coverage (with the premium based on a shiding scale) to
. g | 9
workers received SS1if they continue to have a disabling otherwise ineligible disabled workers with incomes up to 250% of the 1R whao, bt for exces,-

physical or mental impawrmeant. continue to meet all
S51 requrements other than ncome from earnings,
do not have enough earned mcome to disqualfy
them from special SSI coverage. and would be
seoously mhibiled from continuing to work 1 the
absence of Medicaid and do not have enough
earnings to provide a reasonable equivalent to
Medicind ”

income, would recewve 51
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A Comparison of the Medicaid Provisions in the Balanced Budget Act of 1997 with Prior Law

ISSUE

PRIOR LAW

BALANCED BUDGET ACT OF 1997 (P.L. 105-33)

C. BENEFITS

1. General
approach to
benefits

Medicaid beneficiaries are entitied to coverage for a
defined set of benefits Certain benefits are
required while others are included at state option.
Coverage must be sufficient n amount. duration
and scope to reasonably achieve the purpose of the
benelit and states may not arbitranly discriminate in
coverage based on a condition o1 dhagnosis

adding new henefit oplions for prmary ca.
under home  and

Retains the existing defined benefit structure while
case manaqgement. and iberahzing ehgibibly tequitemaents for Assistance
communily based coie wavenrs

2. Early and
Periodic
Screening
Diagnosis and
Treatment
(EPSDT)

Mandales coverage for beneficiaties under 21
years of penodic and as needed health exams,
vision, dental and hearing care, and all federally
recognized medically necessary treatment
regardless of coverage for adulls Coverage levels
exceed usual benefits offered by most commercial
msurance plans.

Direcls the Secieliny 10 contiaet study of the actuanal value of the 12501 beneht indclodng
the medically necessary ieatiment requirement The report s due to Congress one year
following enactinent

3. Primary care
case
management
services

4. Home- and
community -
based caro

Pumary care case management services are not an
exphcitly recogmzed Meadicaid henefil States may
cover case management sarvices at ther option
(case management services are required for
children of modically necessary) Case managementi
is defined as a service which assists beneficiaries
1o obtawy necessary medical, educational, heaith or
social services

Adds a new primary care cose management (PCCM) coverage option, 'CCM benefits are
defined as “case management related seivices (ncluding cootmating and monitonng of healtt
services) provided by o pinmary care case manager under a PCCM managed care contract
Primary care means scivices customanly provided by prsmany care practitioners (including
medical, health and lab services)

Lirits coverage of habiitation services under
Section 1915(¢) home - and communily-based
demonstiations to mdividuals who othorwise require
nursimg home or other forms of institutional care

Ehminates the pnor mstitutinnaliz ation requwement for habilitation servic es i the case of
ndividuals parhicipating i home  and omnunily hased ¢ are demonst ation Programs
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A Comparison of the Medicaid Provisions in the Balanced Budget Act of 1997 with Prior Law

ISSUE

PRIOR LAW

BALANCED BUDGET ACT OF 1997 (P.L. 105-33)

D. PREMIUMS AND COST SHARING

1. General
approach to

premiums and
cost sharing

2. HMO
copayments

Authorizes the use of copayments in the case of
certain beneficianes but prohibits cost sharing for
chidren, pregnant women (other than premiums for
pregnant women with incomes > 150% of the FPL),
nursing facility residents and 1 MO eniollees

Modifies rules on cost shanng for MCO enollees

Prohibits the use of copayments and cost sharing in
the case of HMO enrollees

Allows cost shanng for managed care entoliees 10 the same extent as n the fee for service
program.

3. Co-insurance
requirements for
dual efigibles
and Qualified
Medicare
Beneficiaries
(QMBs)

Hitate Medicaid programs are required to pay
Medicare cost shanng charges (20% coinsurance)
for dual eligibles and Qualiied Medicare
Benehcianes (QMBs)

F-iminates state requitement to pay 20% comsurance for Medic e henehopines i payment fiy
services under Medicine exceeds thal of Mediind

4. Payment of
Medicare
premiums for
Specified Low-
Income Medicare
Beneficiaries
(SLMBs)

Fnhitles Specified | ow - Income Medicare
Heneficianes (S1LMHs) with incoma at or below
120% of the 'PL and resources at o1 less than
twice the SS1resowrce eligitnily standard to
coverage of Medicare premmmims only f ederal
contabutions to the SELMB program are al the
state’s federal medical assistance peicentage
rate(between 50% and 79% of lotal slate oullays)

tstablishes a total stiate entittement 10 $1 5 tilllon under Me-hicare Fant B between January
1998 and December 2002 1 unds must be used 1o pay Pt B prenms for low income
beneficianes with fanuly incomes between 120% and 139 % of the | 'L with pathial premm
assistance for persons with incomes between 135% and 175% ot the £ 1o ofset Frart 13
premwum incieases resulting from Medicare home: health choanges (Fhe Pad B prenuany s set
at 25% of the program’s cost. home health was tanstered tiom Pt Ao Pat B, therehy
requiring an increase m the premiom) Assistance would be on g first come, fist served basis
for a five-year penod, with no enttlement to any mdividual | ederal contabutions 1o state
programs would be 100% 1 1 lovel

5. Private health
thsurance
premiums

Requites slates to pay private health insurance
praoums n the case of benchcianas with access
to pnvate health coverage to the extent that such
payments are determined to be cost effeclive.
Individuals are required to enoll in cost effective
arrangements as a condition of coverage

Revises the provision 1o imake the purchase of prvate healllo nsirand e at state ophon Mong
with enrollment in cost effechive anangements as a condiion of coverge
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A Comparison of the Medicaid Provisions in the Balanced Budget Act of 1997 w

ith Prior Law

ISSUE

PRIOR LAW

BALANCED BUDGET ACT OF 1997 (P.L. 105-33)

E. PROVIDER PAR

TICIPATION AND REIMBURSEMENT

1. General
approach to
provider
reimbursement

Statute establishes certam rules on provider
reimbursement with minimum payment standards
for certain providers

Ehminates mimimum payment standards for most classes of providers Repeals Horen
Amendment cost payment requuemaents for hospitals, nutsing facihties. and home heallh
agencies Rewvises cost reunbursement system tor tederally quahtied heatth centers (F QN s)
and rural health chwes (REICS) | himinates entitiement 1o payment ot the Medicare rate for
Medicare providers fuimistung services 1o Medicad beneticianes also enrolled i Medicare

2. Hospitals

State payment to hospitals musl be reasonable and
adequate to meet the cost of efhciently provided
care as required under the Boren Amendment,
subject to Medicare upper payment linits.
Provisions do not apply to insbitutions that are
participating providers in nsk contracts with
managed care plans

Repeals the Boren Amendment * | stablishes a pubhc rate setting process under which
proposed rates, methodologies undedymg the rates, and justihcations tor such tates are
published and subject to public review and comment Requies Secretary of HHS 10 sfudy the
effects of state rate selling melhods on access and quality Retains Medicare upper payment

limit provisions

3.
Disproportionate
Share Hospitals
(DSH hospitals)

Requires slates to make additional payments to
hospitals (known as disproportionate share
hospitals (DSH hospitals)) that serve a
disproportionate number of low income and
Medicaid patients States must make [)SH
payments to DSH hospitals that have Medicaid
utihzation rates more than one standard deviation
above the average Medicaid utihzation rate for
participating hospitals in the state or a low-income
ubhzabon rate gieater than 25 percent States may
also lreat as a DSH hospial any hospital with
Medicaid i pahent utiization greater than 1%
(including state mental hospilals)

Reduces federal DSH payments 1o stales by $10 4 hdtion from £ Y 1998 16 2002 with actual
payment amounts per state set forth i statute for each fiscal year between 1Y 1998 and | Y
2002. After 2002, DSH payments for each state would tise by an amount equal 1o the medic.al
care component of the: Consumer Poce index (CP1) for urban consmers, with aggreqgates DS
payments capped at 17% of a state’s total Medicaid expendiures 'iohitnts states from folding
DSH payments into HMO payments and requires sepatate and duect payment 1o DSH facihilies.
Exempts current payment arrangements

4. Nursing
facilities

Slate payment to nursing faciliies must be
reasonable and adequate to meet the cost of
efficiently provided care as required under the
Boren Amendment Medicare upper payment limits
apply. Provisions do nol apply under HCFA
tegutations to institutions that are participating
providers in risk-based managed care plans.

Repeals the Boren Amendment Fslablishes a public rate sethng process under which
proposed rates, mathodologies undedymg the rates, and justifications for such rates are
published and subject to public review and comment Requires Secretary of HHS to study the
effects of state rate sething methods on access and quabty

"The statute 15 unclear iegarding whether the iepeal of the Qoren requirements 1s retroactive
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ISSUE

Companson of the Medicaid Provisions in the Balanced Budget Act of 1997 with Prior Law

PRIOR LAW

BALANCED BUDGET ACT OF 1997 (P.L. 105-33)

E. PROVIDER PAR

TICIPATION AND REIMBURSEMENT

5. Managed care
entities

Requires that Medicaid payment to a contractor
under a risk contract for a defined scope of services
be actuanally sound

Payment may not exceed the cost to the agency of
providing similar services on a fee for-service basis
(known as upper payment hmits)

No change to prior law

No change to prior law

6. Federally
qualified health
centers (FQHCs)
and rural health
clinics (RHCs)

Federally qualified health center (FQHC) and rural
health chinic (RHC) services are mandatory. FQHCs
and RHCs recewve coust based rennbursement
Specal rules apply to F QHCs and RHCs that
parhicipate in nsk-based managed care systems
that permit them to elect cost hased
reimbursement

Phases out reasonable cosl payment as follows 100% 0 EY 1998 and 1999, 95% n FY 2000
90% in FY 2001 B85% i t Y 2002 and 70% in Y 2007 Repeals requitemant on October 1
2003. Additionally, hnnts the deluntion of FQHCs and 1RECs 1o exclude entiies thal are
provider-owned Prohibits managed care orgamizations from dischnnaling agamst chiics in
establishment of payments  slablishes new payment system for | QHCs and RHCs that
contract with maniged care orgamzations that requines state agencies 1o pay 1 OHCs and
RHCs the difference between the amount receved from managed care orgatizabons and the
amount they are owed under apphcable cost principles

7. Obstetric and
pediatric
providers

RRequires states to subnut data on obstetric and
pediatnc payment levels to domonstiate that
paymenlts are sufficient 1o enlist adequate numbers
of providers

Eliminates obstetue and pediatnc payment rate requirements
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A Comparison of the Medicaid Provisions in the Balanced Budget Act of 1997 with Prior Law

ISSUE

PRIOR LAW

BALANCED BUDGET ACT OF 1997 (P.L. 105-33)

F. MANAGED CARE

1. General
approach to
managed care

Authorizes states to offer eniollment as a
beneficiary ophion in qualified managed care
enlities | nhiies that meet the requitements of
Section 1903(m) (HMOs and HIOs) are the only
entities formally recognized in statute. Additionally
the Secretary permits states (o mandate enrollment
through Section 1915 or Section 1115 freedom-of-
choice waivers. States may offer enioliment in
HMOs and HIOs or with pumary care case
managers (PCCMs) who imay be paid on a fee-for-
service of risk basis. As of 1996 virtually all states
mandaled managed care enroliment for at least
some Medicaid beneficiaries. one third of all
beneficianes were enrolled in managed care.

Federal statute ostablishes conditions of
participation for HMOs and H10s covered by
Section 1903(m) States may seek wawver of these
conditions under Section 1115 demonstrations

Permils states to mandate managed care entollment as a condibon of coverage and withoot
either Section 1915 or 11145 waivers for all Medicand henefianies except benoficianes who ol
receive Medicare, Indians and children with special health cane neods, (te . childien on S50
children with special health care needs under the Title V MCH Block grant. or cerniin
institutionalized children) Indians may be requited 10 entoll under cortan circumstances
Creates two new groups of “managed care entiies” under the statute “managed care
organizations.” which are managed care companies at sk for both hospital and physician can
and which must meet the conditions under Section 1903(m), and PIMmary care case managers.
which do not offer comprehensive care and which may be paid on a fee for-service or nsk
basis. Stales may continue lo seek Sechion 19195 and Section 1115 wavers in order (o
mandate enroliment for special needs ciuldien and Medicare/Medicaid beneficianes States
may also seek Section 1115 wawers for other aspects of thear managed care programs (e g
waiver of new conditions of parhicipation)

Expands categones of managed care organizations covered by Section 1903(m) Relaxes
certain existing conditions of participation for managed care organzahons caoverad by Sedctinn
1903(m) while adding other condiions of patticipation i the areas of access solven y. fraud
and abuse, quality assurance, protections against patent bithng information and disclosure
and marketing.
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A Comparison of the Medicaid Provisions in the Balanced Budget Act of 1997 with Frior Law
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ISSUE PRIOR LAW

BALANCED BUDGET ACT OF 1997 (P.L. 105-33)

F. MANAGED CARE

Under authority granted by Section 1115 of the
Social Security Act, the Secretary may allow states
to implement reseaich and demonstration programs
for a penod of up 1o five years. In the case of
Anzona, however, the waiver has been renewed
severat imes since its implementation in 1983 As
of September 199/ 26 states had requested, been
approved to operate, or aclually were operating
slatewide mandatory Medicaid managed care
demonstiations under Section 1115 Under the
Aauthorty granted under Section 1915 states may
wawe lhe frieedom of choice provision in order to
requre enroliment in managed care arrangements
States may implement Section 1915 walvers for up
10 2 years, with renewals available therealier As of
1997, 40 states were operating 1915(b) waivers.

2. Continuation
of Section 1915
and 1115 waivers

Allows states to conbinue their Section 1 115 and 1915 demonstiations and (o continue usin
the demonstration authordy in heu of the new state ophon States operating under Section 1
or 1115 are exempt Irom the new consumer and managed care organization protections
the prolections are included as waivers condiions t stabhshes an expedited Section 1115
renewal process, with 3 year repewals available Allows states 1o continue to mandate
managed care entollment as part of a Section 1915 demonstiation as opposed (o the new -
option, which is subject to new federal requirements

States have the option 1o offer managed care
anroliment 10 any group of beneficiaries on a
voluntary basis Eivolliment may be mandatory only
if stales recewve federal waivers and the federal
goveinment approves in advance the design of the
managed care program with 10spect (o access and
qualty

3. Mandatory
enroliment as a
condition of
coverage

Creates a new state ophion to mandate managed care entolhiment as a condition of ehgibihity
medical assistance for all beneficianes except mdwiduils ehgible for Medicare, Indians. and
special needs children Siate mandates would be implensented as state plan amendments ..
without advance federal approval except for contracts vahued at $1 imthon o more ivdjusted
nfation

Managed care organizations operating on a full-risk
basis (1 e . al usk tor hree or more sServices) may
have 8 pubiic (1 e . Medicaid/Medicare) enroliment

4. Enroliment
composition of

Medl'c'ald- of no more than 75% of total enrollees, commonly
qualmed referred 1o as the “75/25" jule (This provision i1s
managed care frequently waived under Section 1115
organizations demonstration programs )

Ehminates the "759/29" 1ule

Center tor Health Policy Research
The George Washington University Medical Center

The Keaiser Commission on the f uture of Med.
[ANTYE



A Comparison of the Medicaid Provisions in the Balanced Budget Act of 1997 with Prior Law

ISSUE PRIOR LAW BALANCED BUDGET ACT OF 1997 (P.L. 105-33)

F. MANAGED CARE

5. Default Mandatory managed care demonstiations all Requires state default enioliment systems 10 consider maintaming existing provider individis.,
enroliment mnclude provisions 10 “default enioll” into a plan relationships or relationstups with tiadiional Modi i providers i mamtaning such

individuals who do not select a plan HCFA
condihions of participation sel certain maximum
standards for the size of the default population.
States with 1arge default 1ates must permit
benehcianes additional tine 1o choase a plan.

relationships is not possible slates must provide tor the equitable distnbution of default
enrollees amony qualtied managed care entities. consistent with thew entoliment capacity

6. Guaranteed
enrolliment

States may guarantee 6 month enroliment in
federally qualified HMOs without waivers.

States conducting Section 1115 demonstrations
may elect to guarantee e oliment for a minimum
period of time for enrolleas with any managed care
entity

Permits states to gumantee 6 months enroliment in any qualfied managed care entty not e
federally quatihed HMOs

7. Disenroliment

PPerouts beneficraries o disentoll without cause in
the case of voluntary HIMO emolliment after 30 days
membership Tiis provision is comimonly waived in
Hechion 1115 demonsthation progtams, with no
cause disenrollment nghts restucled

Provides slates the ophon to restact no Cause disentolbnent (o the tust Y0 days i an
enroliment perod which may last up to 12 months Pernuts disemollinant for cause atl any wn

(cause is not defined)
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A Comparison of the Medicaid Provisions in the Balanced Budget Act of 1997 with Prior Law

flSSUE PRIOR LAW

BALANCED BUDGET ACT OF 1997 (P.L. 105-33)

F. MANAGED CARE

The statute establishes no condilions of
participation for partial nsk plans or primary care
case management (I'CCM) providers HCFA
regulations and guidelines eslablish general access
conditions

8. Conditions of
participation for
PCCMs

Adds a inuted set of conditions of participation for bnmary care case management (Entitie.,
that are not governed by broader Section 1903(m) standards are subject lo thase apphcat.
comprehensive M(C s ) PCCM contiacts myst

* Provide for reasonable and adequate howrs of opecation ncluding 24 hour avanlatuhty of
“information, refernral and teatment” with respect to medical emergencies

* Limit entoliment to indindaoals hving sulficiently near the 'CCM delvery sie(s) to be abile 1.
reach the site within a ieasonabie tyne “using avanlable and alordable modes ot
transportation ~

* Provide for arangements with sufficient physicians and other health protessionals to ens:,
that services under the contract can be furmished to entoliees promptly and without
compromise (o [sic) qualty of cane *

* Prohibit discrunmation on the bases of health statos in enolment. disenioliment and e
enioliment

* Provide for compliance with a ‘prudent tayperson” emergency care coverage standard and
the post stabilization standard Comphance with a “prudent layperson” emergency care
coverage standard requues PCCMs to provide coverage for emergency services “without
regard 10 prior authonization or the emergency care provider’s contractual refationship with th.
MCO or the PCCM " Defines emergency medical condiion as "a medical condilion manifesti,
itself by acute symptoms of sufficient severly (including severe pan) such that a prudent
layperson who possesses an average knowledge of health and mediuine could feasonably
expecl the absence of immediate medical altention to result in senons imparment to bodily
function or serious dysfundction of any bodity organ or part - Comphance includes comphance
with post stabihization tequirements apphcablo 10 managed cin Orgamizations pacticipating

Medicare t Chowce

* Specify which benefits the PCCM 15 responsible for nder the contract and which reman the
direct responsibility of the state

* Prohibit use of marketing materials thal contam false of matenally misieading mformation
Obtain prior approval of marketing matenals liom the state Protibil duect, door to-door and
cold call markeling, selective service area marketing, and tie-ing

* Require the provision of information on request, including imtormation on paricipating
providers, enrollee nghts and tasponsibiiies, coverod servicos quevarnce and appeals

procedures, and comparative mnformation showing benefits and cost shanng. service area. an:
quality and performance 1o the extent availlable
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A Comparison of the Medicaid Provisions in the Balanced Budget Act of 1997 with Prior Law

ISSUE PRIOR LAW

BALANCED BUDGET ACT OF 1997 (P.L. 105-33)

F. MANAGED CARE

9. Conditions of Federal law eslablishes a senes of conditions of

participation for participation for full nsk managed care
MCOs orgamzations participating m Medicaid

Adds amendments 1o the conditions of pachcipation for managed care organizations Entit-
that are not governed by broader Section 1903(m) standards are subject to those apphcatil
comprehensive MCOs Requires managed care orgamzatons to

« Comply with a “prudent tayperson™ emergency care coverage standard which requies Ml
and PCCMs to provide coverage for emergency services "'without regard to prior authonzat.
or the emergency care provider's contractual relationstup with the MCO or the PCCM = Delr.
emergency medical condition as “a medical condition manulosting itsolf by acute symptoms
sufficient severity (including severe pain) such that a prudent layperson who possesses an
average knowledge of health and medicine could reasonably expect the abhsence of immed
medical attention to result in serious impairment to bodily function or senious dysfunction of .
bodily argan or pait " Compliance mcludes compliance with post stabilization requirements
applicable to managed cae orgamzatons pathapatmg my Medicie s Chow e

* Specify all managed care benefits in the contract for which the MCO) s responsible and wl.
remain the direct rasponsitihty of the state

* Not discrimmate agamst individuat providers based on then hcenswe or ceiic aion under
law.

+ Comply with the Mothers and Newborns Protection Act (the 48-hour hospital stay rule) and
the Mental Health Panity Act

* Agree to external review of all contract obligations by an independent enhty unless the plas
accredited or (al state election) partticipates in the Med MerChoce

* Include increased solvency protections 1o (v order to be heensed) requn licensare by the
state as an HMO or lawtil sk beanng entity untess the managed cate orgamzation has
solvency guaranteed by the state s a public. entity o s not .t nsk tor hosptal care

* Prohibit use of marketing materals that contain false or matenally nusleading information

Obtain prior approval of markeling matenals to obtain prior approval tom the state Prohibnt
direct, door-to door and cold call marketing, selechve service area marketing, and tie ins

* Not place restictions on provides/patient communications

* Maintain an internal gnievance procedure for entollces and providers 1o challenge the deni,
of coverage or payment Retain tan hearing requirements

* Protect enroliees against habiity for payment in the event of an MCO's insolvency
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A Comparison of the Medicaid Provisions in the Balanced Budget Act of 1997 with Prior Law

ISSUE

PRIOR LAW

BALANCED BUDGET ACT OF 1997 (P.L. 105-33)

F. MANAGED CARE

9. Conditions of
participation for
MCOSs (continued)

* Provide information on requast regarding parthicipating providers. enrgllee rights and
responsibihities, information on covered Services, grevance and appeals procedures. and
comparative nformation showing benefits and cost shanng . service giea, and quality and
performance 1o the extent available

* Demonsirate that the managed care organization "has (he Capauily to serve the expected
enroliment in the service area” ncluding assurances that the organization “offers an
appropriate range of services and access to preventive and primary care services fi the
population expected 10 ba eniolled in such SOVILG atod and imantams a suthcent number 1)
and geographic distribubion of providers of semvices "

* Apply balance billing hitation requirements to any enhty subcontracting with the MO

HCFA mwst pre-approve MCO contracts valued al
$100.000 or greater

10. Prior
approval of
contracts with
managed care

Raises pre-approval thiashold from $100.000 10 $1 mthon mdexed o mflation

from financial penalties and fieezing enroliment to
contract termunation

organizations
11. Plan States impose a vanely of sanchions against Requnes slates 1o buntd nto the managed care organization contracts intermediate sanchor
protections managed care enbiies under thew contracts ranging | for certain types of misconduct Sanctions mnclude financial penalties. beneficiary disenrolime:

options, recevershp, heezng entolliment and withholding payments Sanctionable offenses
include “substantial” failure to provide medically necessary itemns and setvices, chaiging
excess amounts for care and discrimination on the basis of heallh status or need for health

services.

Prohibits stales fiom fenmimating contiacts with managed care entilies without nolice and
hearing that mee!s due process standards Al then option states may, but need not. nohfy
beneficiaries and penmit them 1o diseniolt from an entity that s an contiact termination
proceedings.

Prior law 1s silent about how DGH hospitals should

12. Payments to
be: pind when they treat managed care patients

Disproportionate
Share Hospitals

Prohibits folding 1St payments into MO premiams Roquines that o DHGH payment adjustone.
for services furmished by a hospital for mdividuals entitied 1o benelts and emnolled i a
managed care plan or ’CCM be made diractly to the hosputal and not as part of the captation

amount
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A Comparison of the Medicaid Provisions in the Balanced Budget Act of 1997 with Prior Law

ISSUE

PRIOR LAW

BALANCED BUDGET ACT OF 1997 (P.L. 105-13)

F. MANAGED CARE

13. Quality
assurance

Federal slatule requires that HMOs maintain
internat quality assurance processes and requires
an ndependent external review of contractor
petformance. There are no simwar provisions for
PCCMs and padial nsk plans

Requwes states to have qualty assurance systems
for Section 1903(m) entiies

Permits waiver of extarnal review procedures uythe case of Section 1903(m) managed care
organizations that participate v Medicare + Choice Does nol requite external quality assuran.
reviews of PCCMs

Requires states to develop and implement a quabity assessment and improvement strateqy
(consistent with standids established by the Secretary and in consultabon with the states) t
includes (1) “[sflandids for access to care so that coverod services are avalable within
reasonable time frames and in a manner that ensures continudy of care and adequate prima
caro and specialized seivices capacity " (2) exammation of othes Quality of cate measures,
(3) procedures for moritonng and evaluating the quality and appropnateness of care and
services to enrollees. including submutling quahlty assurance data meebng requirtements for
entities with Medicare contracts or other requirements approved by the Secretary, and penod
assessment of quality assutance measues

14. Enroliment of
Indians

No special rules in the statute regarding treatment
of Medicand ehgible Native Amencans HCF A may
condition approvals of state waiver requests on
compliance with certain provisions regarding
access to hoalth services by Indians

Requires Indians to enroll with a managed care entily only if it is one of the following (and s
participating under a state’s managed care program) the indian Health Service. an Indian
health program operated by an Indian tribe or trbal argatmzation an urban Indian health
program operated by an urban Indian organization

15. Treatment of
family planning
services

Patients have free choice of family planning
providers for covered famuily planning services even
if envolled m managed care States may oblain
waiwvers of the family planiing freedom-of-choice
provisions under Section 1115

Relains free choice of provider rule excepl for peisons enrolled i new Section 1932 state
option PCCM piogram L nrollees in MCOs retain freedom of choice unless waived as part of
Section 1115 demonstiation
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A Comparison of the Medicaid Provisions in the Balanced Budget Act of 1997 with Prior Law

ISSUE PRIOR LAW

BALANCED BUDGET ACT OF 1997 (P.L. 105-33)

G. LONG-TERM CARE

Mandates coverage of nursing facility, home health
benefits and hospital services for all beneficiaries
(including frail elderly). and gives states the optlion
10 cover a broad range of other long-term care
benefits Authonizes the Secretary to waive
otherwise applicable limitations on benefits,
statewideness and ehgibihty 1 order to permit
slates o cover home and community-based
services for ndwviduals at 1sk for nursing home
care

1. Long-term
care services

Establishes a new optional "Program of All Inclusive Care for the t ldetly (PACE)™ authon s
Coverage of mtegrated acute and long-term care services

PACE program benefit consists of all items and services covered undes Medicare and Mo,
without limitation or condition related to amount, duration and scope (within PACE specified
protocol for benetlits) and without copayment and comsurance

Enroliment is voluntary, states may hmit number of enrollees

Services furished thiough certified PAGT Mogram provaders who are pand on i prospectiv
capitated basis, who comply with a PACH protocol, and meet condiions of participation

PACE program-eligible PErsons are indwiduals ages 55 years and older, who require nursin
facibty-level care. reside in the PACE program service area, meel other applicable ehgibihity
conditions, and whose health status meets PACE protocols Health status ehgibility must be
evaluated annually unless there 1s no feasonable expectation of improvement

Secrelary may wawe aspects of PACE protocols to permut adaptaton of PACE 10 needs of
particular organizations

Secretary is fequied 1o carry oul for proft PACE provides demonstrations

[Note Correspondmg provisions also added 1o Medicare)
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A Comparison of the Medicaid Provisions in the Balanced Budget Act of 1997 with Prior Law

FISSUE PRIOR LAW

BALANCED BUDGET ACT OF 1997 (P.L. 105-33)

H. FEDERAL FINANCIAL ASSISTANCE

- e ————

e e e e ———— ..

No change to prio payment structure but reduces lederal [)4H payments by $10 4 bihon ov.-

h h ital level per state as well as at a facility tevel. For FY
Share hospita 1994 the total federal DSH allocation was $18.5
(DSH) payments biition.

1. General Slates are enlitled to open ended federal
Approach contributions toward Ptogram costs, with upper five years, with upward adjustiments for inflation m subsequent years Includes o 4 year $100
linils on disproportionate share hospital payments. milion emergency care tund for states with bigh numbers of undocumented akens
Prohibits non emnergency Medicaid coverage of
otherwise eligible undocumented aliens.
2. Federal payments toward states’ disproportionate Reduces the federal DSH allocation by $10 4 bilhon over 5 years Slate OSH allocalions are
Disproporﬁonate share hospital program are Capped at an aggregate | specified by statute fiom FY 98 through 2002, with upward adjustment beginning in FY 2003 |

the percentage increase in the medical care component of the consumer price index 1or urbain
consumers, up lo an aggreyate celing of 12 percent of total state Medicaid program outlays

3. States may cover Medicaid services furnished in an
Dlsproportionate msldulion for mental diseases (IMD) only in rare
h h ital CHcumstances An IMD is a hospital, nursing
share hosp laciity. or other institution of more than 16 beds
payments for which s primarily engaged i prowiding diagnosis,
institutions for reatment. or care of persons with mental diseases
mental diseases IMDs include stale and private psychiatric hospitals
(IMDs) and large board-and care homes Services in IMDs
are covered only for beneficiaries under age 21 and
ages 65 and older, effectively excluding coverage
for persons between the ages of 21 and 64 (except
for those residing in an IMD with 16 or fewer beds)
OSH payment rules do not prohibit DSH payments
10 IMOs or estabhsh upper s A number of
states made high DSH payments 1o state mental
mnstitulions o support then activiies

Curbs use of DSH for chuldren in mental nsttutions Frecres federal DS payments to IMDs
and other mental heallh faciliies at the DL spending level for 1995 No slate will receve mor.
than the 1995 level Furthermore, beginning m 'Y 2001 phases down the payment amount a-.
follows. 50% in f Y 2001, 40% nt'y 2002, and 33% ity 2003 and each succeeding fiscal
year

The f ederal govesnment contnbutes between 50%
and B0% of every state dofar spent on medical
assistance for eligible persons. this amount is
known as the federal medical assistance
percentage (FMAP) and is based on a state’s per
capita ncome relative (o the national average.
Federal financial assistance lor the Dislrict of
Columbia 1s 50%

4. Federal
Medicaid
assistance
percentage
(FMAP)

Federal payments to the tenitones s 50%, subject
to statutory limits

Increases the F MAE fur the District of Columbia trom 50 percent 1o 70 percent, beginning FY
1998, and for Alaska from 50 peicent to 59 8 percent tor | Y 1998 | v 1999 and | Y 2000

Increases federal payments to Puerto Rico. Viryin Islands. Guam_ the Northern Manana
Islands, and American Samoa for FY 1998 In subsequent years the rate will reflect the
peicentage increase in the medical care component of the (1°)
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A Comparison of the Medicaid Provisions in the Balanced Budget Act of 1997 with Prior Law

ISSUE PRIOR LAW BALANCED BUDGET ACT OF 1997 (P.L. 105-33)
_ . e p—— .

H. FEDERAL FINANCIAL ASSISTANCE
5. Federal Federal financial participation is available for Authorizes a new state entitlement grant program of $100 million ($25 million per year) for |
financial Medicaid coverage for emergency services only for | 1998 through FY 2001 for emergency services o each of the 12 states with the highest nun.
assista for undocumented persons who otherwise would meet of undocumented atiens. €ach state's allotment of total funds would be based on its share .

ssis nc.e the elgibilly requirements for the state Medicaid the tolal undocumented aliens in the 12 eligible slates Estimates of the number of
care of aliens program. undocumented aliens would be prepared by the Imnugration and Naturahization Service

The Kaiser Convmission on the F ulure of Med.
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EXPANDING ELIGIBILITY FOR MEDICAID
TO PERSONS WITH HIV DISEASE

INTRODUCTION

Recent research has shown that a long-held assumption about AIDS was wrong—there is no
initial dormant phase of HIV infection. Instead, the virus attacks the body’s immune system from
the outset. This improved understanding of how HIV functions, along with the advent of
powerful new medications, has led to new recommendations for care and treatment. Specifically,
experts now advise comprehensive care and treatment, often with combination drug therapy,
from the earliest stages of HI'V disease.

Despite the experts’ recommendations for early treatment and the existence of effective drugs,
significant obstacles to accessing care and medications remain for low income people living with
HIV. Existing programs cannot meet the need for comprehensive health care and preventive
services. The current Medicaid requirements force most HIV positive individuals to wait until
they develop full-blown AIDS to become eligible for coverage, a model which is inconsistent
with clinical standards, inhumane, and costly. '

EARLY INTERVENTION WORKS, SAVING LIVES AND DOLLARS

The new standard of care for people with HIV emphasizes early clinical intervention, calling for
both primary care and combination drug therapy, including protease inhibitors, at earlier stages
of infection. The National Institutes of Health (NIH) report that “...it has been suggested that the
besi Opportumitly to cradicate HIV infection is provided by the initiation of potent combination
antiretroviral therapy during primary infection.” According to Dr. David Ho, director of the
Aaron Diamond AIDS Research Center, mathematical models suggest that patients caught early
enough and treated with combination drug therapies could be free of HIV in two to three years.

omy Hication of the HIV virus from the body has not yet be<h demonstrated,

. ~==mmson drug therapies have proven effective for many, driving viral loads (the amount of wirus
 ihithe blood) below detectable levels, and maintaining or “4inatically improving overall health.

Combination therapies can slow the progrsssiza from HIV to AIDS, and can help prevent

opportunistic infections (Ols). Fet: exztnple, researchers at NIH’s National Eye Institute recently

discovered that g zeniBRdiesh of protease inhibitors and other anti-HIV drugs can prevent or delay

7. efsn of cytomegalovirus (CMV) retinitis, a comrg;:;mpﬁcatioh of AIDS which causes
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2 1. Altman, “With AIDS Advance, More Disappointment,” New York Times, January 19, 1997.
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blindness without proper treatu“lc*:rllt.3 Some patients in the study were able to stop standard CMV
retinitis treatment, which can be cumbersome, toxic, and extremely costly (between $50-100,000 per
patient per year), without advancement of their disease.’

Combination drug therapies including protease inhibitors are expensive, with costs ranging from
$8,000 to $10,000. But several studies have indicated that the dollars spent “up front” on these
medications are offset by later savings on hospitalizations and other expensive care and treatment for
AIDS-related illnesses. A study by Dr. Peter Ruane of the Tower Infectious Disease Medical
Associates in Los Angeles found that each dollar spent on combination drug therapies resulted in at
least two dollars of savings on overall treatment costs, which declined 23 percent.’ The same study
reported a 57 percent drop in the average number of days patients spent in the hospital. Data from
Saint Vincent’s Hospital in New York support the conclusions of the Tower study, showing a
significant decrease in inpatient care, both in terms of the number of people hospitalized and the
average length of stay.

The findings of the protease inhibitor studies—that early intervention and treatment can prolong
health and reduce the need for more expensive treatment later—are consistent with earlier studies on
the cost-effectiveness and beneficial impact of preventive treatment. Researchers at Johns Hopkins
Hospital compared the outcomes of patients who received prophylactic treatment for the "
opportunistic infection Preumocystis carinii pneumonia (PCP) with those who did not receive such
treatment. The patients not taking prophylaxis accounted for all of the deaths attributed to PCP, 85
percent of the hospital days, 100 percent of the Intensive Care Unit days, and 89 percent of the
inpatient charges. The study concluded that those “who developed PCP despite prophylaxis had a
better outcome and used fewer resources than patients not receiving preventive therapy.”” Another
study examining preventive treatment for PCP found that prophylaxis resulted in longer life and a
savings of $16,503 for each patient, as compared with no prophylaxis.®

3 NIH News Release, “Combination Drug Therapy for AIDS Found to Control Blinding Eye Infection,”
May 20, 1997 (reporting study results published in the Journal of the American Medical Association, May 21,
1997). .

‘ld

5 P. Ruane, “Dramatic Reductions in Use of Healthcare Services by Patients with HIV Result from Use of
Combination Therapy with a Protease Inhibitor,” Tower Infectious Disease Medical Associates, Inc., January 23,
1997.

6 R. Torres, “Impact of Potent New Antiretroviral Therapies on In-Patient and Out-Patient Hospital
Utilization by HIV-Infected Persons,” Saint Vincent’s Hospital and Medical Center, January 23, 1997.

7 J. Gallant, et. al., “The Impact of Prophylaxis on Outcome and Resource Utilization in Preumocystis
carinii Pneumonia,” Chest, April 1995: 1018-1023.

¥ A. Castellano and M. Nettleman, “Cost and Benefit of Secondary Prophylaxis for Pneumocystis carinii
Pneumonia,” Journal of the American Medical Association, August 14, 1991: 820-824.
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Comprehensive care and treatment which prevents or delays the progression from HIV infection
to AIDS can both improve quality of life and save money. A survey of the costs of care for
Medicaid patients with HI'V in Baltimore found that monthly costs for people with CD4+ T-cell
counts under 50 (generally a sign of more advanced HIV disease) were more than twice those of
people with more than 500 T-cells.’ As noted above, spending money in the early stages of HIV
disease for treatment with combination drug therapies can reduce more expensive interventions
later. Yet under the present Medicaid system, many living with HIV must wait for their T-cells to

drop and their illness to worsen before they can receive coverage and access care.
GAPS IN HEALTH CARE COVERAGE REMAIN

The advances in overall health care and drug treatments have brought renewed health and
unprecedented hope to many people living with HIV disease. For the first time in the 15 years of
the AIDS epidemic, there has been a decrease in the numbers of Americans dying from AIDS.
The U.S. Centers for Disease Control (CDC) reported a 13 percent decline in the number of
AIDS deaths for the first six months of 1996, as compared to the same period in 1995, and
attributed this decline to improved medical care, prophylaxis for Ols, and the use of combination
therapies.'°

In the same report, however, the CDC noted that AIDS continues to be the leading cause of death
of Americans aged 25 to 44, and that the “increased prevalence of AIDS [in the U.S.] indicates
the need for medical and other services for persons with HIV infection.” While the new
medications make obtaining care more important than ever, challenges in expanding access to
primary care and treatment remain. '

Medicaid provides access to health care coverage for low income, uninsured, disabled people.
Individuals who are HIV positive but have not been diagnosed with AIDS, however, are often
not eligible for Medicaid, because they do not meet the program’s disability standards or other
categorical eligibility requirements. To qualify for Medicaid, people must meet income
requirements and the disability criteria of the federal Supplemental Security Income (SSI)
program. The Social Security Administration uses the CDC’s definition of AIDS, along with
evidence of functional impairments, as proof of disability.!! Despite the fact that early clinical
intervention—including primary care, preventive services, and medication therapies—has

9 R. Moore and R. Chaisson, “Costs to Medicaid of Advancing Immunosuppression in an Urban HIV-
Infected Patient Population in Maryland,” Journal of Acqitired Immune Deficiency Syndromes and Human
Retrovirology, 1997, 14:223-231. '

10 Centers for Disease Control, Morbidity and Mortality Weekly Report, February 28, 1997, 46: 165-173.

' The CDC definition of AIDS for surveillance purposes is: documented CD4+ T-lymphocyte counts
<200 per microliter or percent of total lymphocytes <14 percent or a variety of opportunistic infections.
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been shown to improve health.and delay the onset of expensive opportunistic infections,
most HIV positive individuals must wait until they “get sicker” and develop AIDS before

they can receive Medicaid.

This is particularly devastating because the populations in which HIV infection is increasing are
the ones likely to enroll in Medicaid once their HIV infection becomes full-blown AIDS. The
epidemic is growing fastest among groups which have traditionally been socioeconomically
disenfranchised, including racial and ethnic minorities, injection drug users, and women. In
1996, for the first time, blacks accounted for more AIDS cases than whites (41 percent versus 38
percent).'> Women represented 20 percent of new AIDS cases in 1996, up from seven percent in
1985. While overall AIDS deaths declined 13 percent in the first half of 1996, deaths among
women increased by three percent."

These populations are also the groups less likely to have health insurance and access to
treatments, and more likely to face barriers in obtaining health care, according to a survey by the
Agency for Health Care Policy and Research.'* People who are uninsured or underinsured not
“only lack access to expensive combination therapies, but also to basic primary care and
_preventive services. Without insurance, people are more likely to wait until they have serious .
health problems before seeking care—problems which are then more expensive to treat. At this
point, people would likely become eligible for Medicaid, but it is both inefficient and inhumane
to require people to progress to an advanced stage of illness when we could offer access to
effective and less costly care and treatment at an earlier time in the disease.

A Medicaid expansion also promotes public health, by giving uninsured and underinsured people
with HIV an opportunity and an incentive to enter care earlier. Reaching people who would not
otherwise have contact with health care systems provides the chance to teach and reinforce
behavior changes which can prevent HIV transmission. [Reducing viral load through the use of
combination drug therapies may also reduce infectiousness, although there is not yet conclusive
scientific data on this issue.] The ongoing primary care and medical case management funded
through Medicaid helps support patients in following complex treatment plans. If patients do not
strictly comply with their combination therapy regimens, they are likely to develop drug-resistant
strains of HIV. The existence of such drug-resistant HIV mutations may further complicate
public health efforts to combat AIDS.

Despite the existence of federal AIDS programs, such as the AIDS Drug Assistance Programs
(ADAPs) and the other components of the Ryan White CARE Act, Medicaid serves as the

12 Centers for Disease Control, Morbidity and Mortality, Weekly Report, February 28, 1997, 46: 165-173.

13 Id

14 p. Mohr, Patterns of Health Care Use Among HIV-Infected Adults: Preliminary Results,” AIDS Cost and
Services Utilization Survey, Agency for Health Care Policy and Research, September 1994: 3.
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foundation of AIDS care through its provision of both comprehensive health care and drug
therapies. ADAPs provide limited prescription drug coverage for some uninsured and
underinsured people with HIV and AIDS. But these programs cannot (and are not designed to)
meet the need for comprehensive primary care and diagnostic services. In spite of their limited
mission—to provide access to a limited formulary of proven AIDS medications—ADAPs face
severe financial pressure in many states, and often cannot meet the growing demand for new
combination therapies. In some states, ADAPs do not even cover protease inhibitors, and many
offer a very limited formulary of antiretroviral and OI drugs. In other states, there are lotteries,
long waiting lists, and increasingly restrictive eligibility criteria for ADAP participation.

While other Ryan White CARE Act programs pay for some primary care and drug
reimbursement, they are not intended to provide widespréad comprehensive health care. Ryan
White funding is used for a range of care and services, including food, transportation, and case
management for people living with AIDS. Additionally, many ADAPs and Ryan White-funded
primary care programs have eligibility criteria which exclude people in the earlier stages of HIV
disease. These programs lack the financial resources to broaden their eligibility criteria to cover
such individuals. '

Even if a person with HIV were able to obtain medications through an ADAP or Ryan White
program, without primary care and services like medical case management, it is impossible to
monitor that person and assure that the prescribed treatment regimen is appropriate and effective.
An expansion of Medicaid can provide such care and services.

Some may question whether it is appropriate to have a disease-specific expansion of Medicaid,
even as a demonstration project. We believe that it serves the interests of public health, scientific
knowledge, and fairness to broaden Medicaid coverage to include people with HIV.

Public health: With earlier health care and treatment, as mentioned above, people living
with HIV are more likely to avoid behaviors which can spread the virus, and are more
likely to adhere to complex treatment plans, which can both prolong health and prevent
development of drug-resistant strains of HIV.

Scientific knowledge: Protease inhibitors and other new medications received rapid FDA
approval, have not yet been in long-term use, and have been researched mainly by
studying people in more advanced stages of HIV disease. There are many remaining
questions about the benefits, risks, and best way to use combination therapies in people
who are HIV positive, but do not have AIDS. A Medicaid expansion demonstration
project which brings people with HIV into care provides the opportunity to gather data
and conduct research studies designed to answer these questions.

- Fairness: The current Medicaid system requires most people with HIV to develop AIDS
in order to gain access to health care and new combination therapies. This is unfair and
inhumane, especially when the government provides treatment for other communicable
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diseases, such as sexually transmitted diseases and tuberculosis. Principles and guidelines
recently released by the Department of Health and Human Services and the NIH call for
earlier intervention with combination drug therapies as the standard of care for the
treatment of HIV in most cases. The government should ensure that this standard of care,
endorsed by its own agencies, is accessible to those who have no other way to obtain it.

The Medicaid eligibility framework—requiring total disability to qualify for coverage— is at
odds with current clinical and public health knowledge. Many low income HIV positive
individuals with relatively intact immune systems are not presently eligible for Medicaid, but
will eventually qualify for Medicaid after developing AIDS. Unable to afford adequate treatment
early in their HIV disease, they cannot obtain the range of health care services necessary to
manage the disease, and will be more ill when they do enroll in Medicaid. Ironically, earlier
access to these medical services and treatments would enable them to preserve their health, learn
how to prevent transmission of HIV to others, and avoid more costly care such as inpatient
hospitalization. For humane, financial, and public health reasons, it is time to make Medicaid’s
eligibility requirements consistent with the clinical realities of HIV disease.

A COLLABORATIVE RESPONSE

In response to the contradictions between current Medicaid disability criteria and AIDS clinical
evidence and care standards, which call for early treatment of HIV disease, representatives from
the AIDS Action Council, community-based AIDS service organizations, the Health Care
Financing Administration (HCFA) and the Office of Management and Budget (OMB) have
begun to work collaboratively to address these issues. Response from the administration has been
unequivocally supportive, culminating in endorsements from Vice President Al Gore, who has
asked HCFA to find ways in which to expand Medicaid and allow more low-income Americans
with HIV to access care and therapies. Gore is quoted as saying “[Medicaid expansion] can ease
suffering, it can increase hope, and it can get new drug therapies into the hands of people who
need them.” As a result of these collaborations, we are all working together under HCFA’s
leadership to develop a plan for expanding eligibility to Medicaid for persons who are HIV
positive.

PROPOSAL DESIGN

The objective of this program is to expand Medicaid eligibility to low-income individuals who
have tested positive for the presence of HIV and who would be otherwise eligible for Medicaid
once their health status met an AIDS-defining diagnosis. States participating in this initiative will
demonstrate that the provision of earlier access to care and treatment will extend the period of
time that a person who is HIV positive remains asymptomatic, defer the onset of opportunistic
infection, and delay hospitalization, all of which will result in significant cost savings and life-
enhancing benefits. The following section describes what we believe are the core components of
this initiative.



Eligibility
Any and all individuals who meet the following criteria will be eligible under this program:

e test positive for the presence of HIV; and
« have income at or below 200 percent of the federal poverty level.

State demonstrations will coordinate resources with other private, state, and federal programs.
Individuals with private insurance can apply for and become eligible for Medicaid as a “wrap
around benefit” thereby maximizing private insurance participation. State proposals will specify
the state specific eligibility guidelines and coordination of other state and federal programs.

Covered Benefits

Ideally, states will provide the full benefit package (i.e., mandatory and optional Medicaid
services) to individuals eligible through this program. In any case, benefit packages must be
flexible to accommodate new treatment advances and changes in standards of care that become
available during the course of the demonstration. Through this project, states, at a minimum,
must provide:

e primary care,

e prescription drugs,

e diagnostic and laboratory services,
» mental health services, and

¢ substance abuse treatment services.

Options to Participate in the Demonstration Projects

Section 1115 of the Social Security Act allows the Secretary of Health and Human Services to
grant waivers from the usual federal Medicaid requirements'’ to states which want to create
demonstration projects to test new approaches to Medicaid. These demonstration projects must
be designed to promote the objectives of Medicaid,'® and must include a research and evaluation
component. Generally, demonstration projects created under a Section 1115 waiver are supposed
to be “budget neutral” over the life of the project, meaning that costs under the demonstration '
project do not exceed what costs would have been without the waiver in place. Sectlon 1115 also
authorizes matching federal funds for certain expenditures.

\

15 As defined in Section 1902 of the Social Security Act, and other provisions incorporated through Section
1902. '

16 As set out in Title XIX of the Social Security Act.
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This initiative will be designed fo provide states with the maximum flexibility possible in
participating in a Medicaid expansion demonstration project. The project does not necessarily
need to meet the traditional definition of “budget neutrality,” since there can be federal and/or
state subsidies. Also, budget neutrality should be measured within a time frame which is
appropriate for assessing the clinical impact and cost-effectiveness of the new combination
therapies (e.g., over a period of five to ten years).

Options for participation include the creation of a free-standing demonstration program or new or
amended 1115 waivers. New 1115 waivers could provide the vehicle to expand Medicaid
eligibility and/or allow a Medicaid buy-in option for those individuals otherwise ineligible for
coverage. Amending an approved or pending 1115 waiver could also be used to expand
eligibility. In addition, states could increase the income standards for their Medicaid buy-in
programs, allowing more persons who are HIV positive to qualify. For example, states could set
the income standard at 200 percent of the federal poverty level or they could use a graduated
system to make more individuals eligible.

NEXT STEPS

Over the next several months, the AIDS Action Council will work with HCFA to develop and
refine a solicitation process for states to successfully participate in the HIV Expanded Eligibility
Demonstration Initiative. It is important for community-based AIDS service organizations to
urge their state governors and Medicaid directors to advocate for this initiative with HHS and
HCFA. While we expect that this initiative will offer states tremendous opportunities to provide
cost-effective access and coverage to its most vulnerable populations, we also recognize the
range of development and design issues that need to be resolved. Over the next several months,
the AIDS Action Council will work with states and HCFA to complete the following tasks:

¢ Continue to work with HCFA to design a program that includes adequate incentives
for state participation in this initiative.

« Build consensus among federal and state leadership, elected officials, and government
staff, including representatives from Medicaid programs, Departments of Health, and
Departments of HIV Services.

»  Work with HCFA to develop a process that allows states to efficiently design and
implement a vehicle for eligibility expansion that responds to the unique environment
and situations of each state (waiver amendment or new waiver submission).

e Design a process to solicit input from consumers, AIDS service organizations,
primary care and other health care providers, and [health care 7] agencies regarding
program design and program effectiveness, on an ongoing basis.



Work with HCFAstp develop a methodology that allows states maximum flexibility in
measuring cost effectiveness. The goal will be to have HCFA resolve methodology
issues related to baseline measurements, the measurement of savings in other
government programs, and evaluation time frames.

Work with HCFA to identify and develop data bases that provide the information
needed to estimate current expenditures and projected costs for the purposes of
assessment and future planning. Necessary data includes the number of newly eligible
individuals by state and service area (persons who are HIV positive with incomes
below state defined eligibility criteria), utilization of services, and cost.
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Partial Glossary of Managed Care, Medicaid and

Medicare Terms

209(b) State

A state which takes advantage of a law that allows them to have more
restrictive eligibility standard than those created by the Supplemental
Security Income (SSi) program

1115 Waiver

Special permission granted to states under the Social Security Act, which
allows them to waive any provision of the Medicaid law for a demonstration
Medicaid program. Waivers are usually granted for research purposes, to
test a program improvement or investigate an issue of interest to HCFA.
Most projects run for a limited period, no more than 3 or 4 years, and are
usually not renewable.

1915(b) waivers

Allows states to enroll Medicaid beneficiaries in a managed care plan by
waiving the participant’s right to choose their own providers. Also called
freedom-of-choice waiver.

2176 waiver

Also known as 1915(c) and 1915(d) waivers. Medicaid law contains waiver
authority allowing states to offer community-based long-term care services to
persons who would otherwise require nursing home care or other forms of
institutional care. Under this waiver, States provide a broad range of home
and community-based services to elderly, mentally retarded, and other
disabled and chronically ill persons. States must apply to the federal
department of Health and Human Services (HHS) for each service

Activities of daily
living (ADLS)

A set of basic tasks —dressing, bathing, toileting, eating and mobility — used
to measure an individual’s level of functional impairment.

Adjusted average
per capita cost

The basis of payment for Medicare risk HMOs, the AAPCC is a yearly
projection of program spending in fee-for-service Medicare (traditional

(AAPCC) Medicare). Medicare pays risk HMOs 95% of the AAPCC for each enrolled
Medicare beneficiary, with adjustments for factors such as geographic cost
differences (by county), age, sex, and disability status.

Ambulatory Care | Heaith Care that does not require a hospital admission for the patient — also

known as outpatient care, commonly provided in a doctor’s office, clinic, or
health center.

Approved charge

The amount Medicare approves for payment to a physician. Typically
Medicare pays 80% of the cost, the beneficiary 20%, for most services.

Assignment

A Medicare process in which a beneficiary agrees to have Medicare’s share
of the cost of a service paid directly (assigned) to a doctor or other provider,
and the provider agrees to accept the Medicare approved charge as
payment in full. Typically, Medicare pays 80%, the beneficiary, 20%.

Balance billing

In Medicare and private fee-for-service health insurance, the practice of a
care provider billing patients in excess of the amount approved by the health
plan. Under Medicare, the excess amount cannot be more than 15% over
the approved charge.

Beneficiary A person who is eligible for or receiving benefits under an insurance policy or
plan. The term is commonly used in Medicaid and Medicare.

Benefits or The health care services covered by a health plan or health insurance

Benefit Package | company, under the terms of its member contract. Terms of the contract
outline copayments, deductibles, limitations on the amount or length of
coverage, and conditions such as having care delivered through the health
plan and authorized in advance.

Boren Part of the Medicaid law which provides that the state payment rates for

Amendment hospitals and nursing facilities must be reasonabie and adequate to meet the

costs incurred by efficiently and economically operated facilities to provide
care and services meeting state and federal standards
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COBRA

A federal law known as the Consolidated Omnibus Budget Reconciliation Act
of 1986 that requires employers with 20 or more employees to offer
continued health care coverage of terminated employees and their eligible
dependents. An employee can be eligible for between 18 and 29 months of
coverage. The employee is responsible for the insurance premium.

Capitation

A method of paying for medical services and health care on a per-person
rather than a per-procedure basis. For example, an HMO might pay a doctor
the same set fee whether he or she sees a patient once or twenty times
during a month.

Case
Management

A program or method that health plans and insurers use to coordinate the
care of patients who have complex or expensive medical needs to ensure
appropriate and cost effective care.

Carrier

Private organization, usually an insurance company that has a contract with
the Health Care Financing Administration to process claims under Part B
(the doctor insurance) of Medicare.

Categorically
needy

Medicaid eligibility based on defined indicators of financial need by families
with children and pregnant women, and to persons who are aged, blind, or
disabled. Persons not falling into these categories cannot qualify, no matter
how low their income. Medicaid defines over 50 population groups as
potentially eligible, including those who must be covered and those who the
state has the option to cover. The scope of covered services that states must
provide to the categorically needy is much broader than the minimum scope
of services for other groups receiving Medicaid benefits.

Claim The documentation of a medical service that was provided to a covered
patient by a doctor, hospital, laboratory, diagnostic service or other medical
professional. The provider or the patient files the claim with the insurer to
request payment for the service.

Clinician A term for many types of medical professionals who care for patients

including doctors, nurses, physicians’ assistants, therapists, etc.

Co-insurance
Co-payment

The portion of the bill for a medical service that must be paid by the patient
(co-insurance is usually a percentage, co-payments are a flat amount, e.g.,
$5.00 per office visit).

Community
Rating

A means of setting monthly health plan or insurance premium rates by
estimating the cost of providing health care to the entire membership and
dividing by the estimated number of members each month. Each grouping
within the membership pays the same rate. “Community rating by class”
starts with the community rating and adjusts it up or down based on a given
group's demographic (age and sex) makeup. “Adjusted community rating"
starts with community rates and, using past use of medical services, adjusts
up or down estimating what the cost of providing health care for that group
might be in the upcoming year. “Experience rating” is a rate based on the
actual cost of providing care to that specific group.

Deductible

Typically found in fee-for-service arrangement. The amount that the patient
must pay toward the cost of the covered services they receive before the
insurance plan begins paying for benefits.

Deeming

In Medicaid, considering income or resources which are available to an
individual not receiving assistance as available to an individual receiving
assistance.

Disproportionate

share hospital
(DSH)

Hospitals that receive and additional payment under Medicare or Medicaid if
they serve a relatively large volume of low-income patients.

Dual eligible A Medicare beneficiary who also receives the full range of Medicaid benefits
in his or her state

Employer The amount of money an employer pays toward the health benefit plans of

contribution its employees.




Enroliment Area

The geographical area within which a health plan member must reside in
order to be eligible for coverage. Most HMOs place a limit on the length of
time members can live outside the enrollment area each year and still be
covered unless they are students.

Federally
Qualified

An HMO that has met a set of federal standards. All HMOs are subject to
federal and state regulations whether they are qualified or not.

Fee-for-Service

The method used by traditional health insurers; the medical provider charges
a fee for each service, and the insurer pays all or a portion of that fee.

Formulary A list of prescription drugs and their recommended doses, which have been
selected by a health plan, insurer or group of doctors on the basis of cost
and effectiveness, for a given condition. Formulary drugs may be only
recommended or they may be the only drugs reimbursed.

Freedom of A principle of Medicaid which allows a recipient the freedom to choose

choice providers. Can be waived

Gatekeeper A term used to describe one role of a primary care doctor in an HMO or other
managed care network that requires its members to have all of their care
provided, arranged, or authorized by the members’ primary care doctors,
except in the case of life-threatening emergencies.

Health Care A federal agency within the Department of Health and Human Services that

Financing operates Medicare and, together with the states, Medicaid.

Administration

(HCFA)

Health Screening

A mechanism used by some insurers to determine whether applicants are
likely to create high medicai costs. It is used to determine preexisting
medical conditions and to detemmine applicants who may be at risk due to
factors such as a past history of drug abuse.

Health An entity that is both the insurer and provider of care, giving most of the

Maintenance necessary care for a prepaid (capitated) fee. HMOs often place an emphasis

Organization on prevention and careful assessment of medical necessity. Services are

(HMO) provided through a system of affiliated providers.

Home Health Care rendered in a patient’s residence by employees of a home health

Care agency or other approved provider.

Hospice A public or private organization primarily engaged in providing pain relief,
symptom management and supportive services to terminally ill people.
Medicare beneficiaries may elect to receive hospice care instead of standard
Medicare benefits for terminal ilinesses.

Inpatient Medical care that requires the patient to occupy a bed in a hospital. Not all

hospital care is inpatient care; a patient can also receive “outpatient” care in
a hospital's emergency room or ambulatory care center.

Long term care

Ongoing health and social services provided for individuals who need
assistance on a continuing basis because of physical/mental disability.
Services can be provided in an institution, the home or community, and
include informal services provided by family/friends and formal services
provided.

Managed care

Any system of payment or delivery arrangement where the health plan
attempts to control or coordinate use of health services by its enrolled
members in order to contain spending, improve quality or both.
Arrangements often involve a defined delivery system of providers with some
form of contract with the plan to furnish services to those enrolled.

Medicare

Federal health insurance program for persons age 65 and older, and some
severely disabled persons under age 65. It consists of Part A, hospital
insurance and Part B, supplementary medical insurance.

Medigap policy

An insurance policy that must be privately purchased that supplements
Medicare coverage and meets specified requirements set by federal statute
and the National Association of Insurance Commissioners.




Network/Participa
ting Providers

Used to describe the doctors, clinics, health center, medical group practices,
hospitals, and other providers that an HMO, PPO, or other managed care
network plan has selected and contracted with to care for its members.

Open Enroliment

A period during which healith plans or insurers accept new applicants for
membership. Employers typically hold these once a year.

out-of-pocket

The portion of the cost of health care and medical services that a person with

Costs health care coverage is responsible for paying.

Preexisting An illness or medical condition that an individual has before applying to a

Condition health plan or insurer for coverage. Some plans turn down people with
certain preexisting conditions.

Primary Care Preventive health care and routine medical care that is typically provided by
a doctor trained in internal medicine, pediatrics, or family practice, or by a
nurse, nurse practitioner, or physician’s assistant, in a doctor’s office, clinic,
or health center. HMO members are encouraged or required to choose a
primary care provider who must provide, arrange or authorize their care.

Provider A term used to describe all types of health care professionals and facilities.

Qualified Medicare Part A eligible individuals with income at or below the federal

Medicare poverty level and who do not have resources exceeding twice the level

beneficiaries allowed by SSI ($4000 per individual). State Medicaid agencies must pay

Medicare premiums, deductibles and coinsurance for such individuals

Reasonabie and
Customary
Charges or Fees

An amount determined by an insurance company or HMO to be the -
appropriate amount to pay for a particular medical service. Insurers will often
pay no more than reasonable and customary charges for services provided
to their members.

Referral

A formal process by which a patient is authorized to receive care from a
medical specialist or a hospital. HMOs usually require a referral from a
primary care provider in order for specialty care to be covered.

Risk

An insurance term related to financial responsibility for medical care. A “high-
risk” individual is someone who has a high likelihood of having a serious
lliness. “At risk” or “risk bearing” means being financially responsible for the
care of patients. For example, when an HMO pays a provider a set or
“capitated” rate, the provider is at risk for any care that costs more than they
are paid. “Risk adjustment” means paying a health plan an extra amount if its
members are, on average, sicker and more expensive to care for.

Self-Referral

The ability for an HMO patient to refer himself or herself, under certain
circumstances, for specialty medical care, without receiving a formal referral
or prior authorization from the patient's HMO or primary care doctor.

Self-insured

An arrangement whereby employers pay directly for the health care services
their employees need, rather than paying premiums to an insurance
company or health plan for coverage. Some self-insured plans contract with
HMOs or other managed care networks to provide all or most of their
employees health care.

Skilled nursing
facility

An institution that offers nursing services similar to those given in a hospital,
to aid recuperation of those who are seriously ill.

Skimming

A practice by which insurers or health plans try to avoid enrolling people
whose medical care may be very expensive, including people who are
elderly or who have a history of iliness.

Social Security
Disability
Insurance (SSDI)

The portion of Social Security that pays monthly benefits to disabled workers
under age 65 and their dependents. SSDI recipients (but not their
dependents) automatically become eligible for Medicare after a two-year
waiting period. SSDI payments are based on your contributions made while
you were working.

Spenddown

Individuals in 209 (b) states or those eligible under the medically needy
program who must make payments on medical biils until their income, minus
expenses for medical care, falls to or below the income level set by the state
to qualify for Medicaid.




Supplemental ' A federal income support program for low-income disabled, aged and blind
Security Income persons. Eligibility does not depend on previous work or contributions to a

(SSlI) trust fund, and usually carries with it automatic eligibility for Medicaid.

Supplementary Part B of Medicare; it covers the costs of physicians’ services, outpatient

medical laboratory and X-ray tests, durable medical equipment, outpatient hospital

insurance care and certain other services. This is a voluntary program that has a
monthly premium.

Utilization The amount of medical services used by a given population, usually

measured over a specific period of time or as an average related to the
number of people in the population.

Waiting period A period after the effective date of enroliment during which a new member of
a health insurance plan is not covered for a preexisting medical condition

This glossary was compiled largely from two sources: "Medicaid Reform: Managed Care & AIDS, AIDS
Action Council and The HMO Health Care Companion, Alan G. Raymond, 1994, Harper-Collins
Publishers, Inc.
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Remarks of Vice President Al Gore
AIDS Action
7th Annual National Leadership Awards
Washington, DC
April 9, 1997

[Acknowledgments from advance]

Thank you for this wonderful award. And thank you for
honoring all that Tipper Gore, my partner, has done to raise
awareness of AIDS, to heal those who hurt, and to work to end
this epidemic. Whether reading names at the quilt, or placing
panels on the fence of our home at the Naval Observatory, or
participating in all those AIDS walks, Tipper has been an

inspiration. Thank you for letting me bask in her reflected

glory.

I'm humbled by this award, because I am humbled by all of

you.
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Tonight-- in this theater -- are the heroes of the crusade
against AIDS. All of you are on the front lines; that's where
any battle is always toughest. But each day you return --
delivering knowledgeable, consistent, and compassionate health
care. Your organizations bring meals on wheels . . . organize
buddy systems so nobody will ever fall out of the community's
sight . . . deliver the care people with AIDS need to gef better,

and to maintain highest level of function.

So tonight I want to do more than thank you for presenting
Tipper and me this award. [ want to thank y(_m :for the work
you do every day of your lives. From the bottom of my heart,
thank you for your energy, your commitment, and your tireless

devotion to a cause larger than any single one of us.

S5
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And, of course, thank you for keeping our feet to the fire. If
all citizens used their vocal chords and their e-mail and the fax
machines as skillfully as the AIDS community, this country
would have made a lot more progress on a lot more problems. I
appreciate your input and ideas. And]I pledge to you that my

door -- and that Tipper's door - is always open.

The AIDS virus is too sinister and too wily to succumb to
any single opponent. We've got to work together. This must be
a partnership. A partnership of those living with HIV, the
community of care givers and care providers, AIDS activists,
local and national AIDS organizations, and the federal
government -- especially the White House. If I may paraphrase

the First Lady, it takes a village to end an epidemic.
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And I want you to know that the President and I -- along with
Tipper, the First Lady, and the entire administration -- are
committed to strengthening this partnership. We're committed
to working together to get people better -- and in the end, to find
a cure for this dread disease. Let me tell you some of the things
we're doing to supplement the extraordinary efforts you are

making on the front lines.

For starters, earlier this week, the President appointed a new
director of the Office of National AIDS Policy, Sandy Thurman.
Many of you know her. As the President said, she speaks the

truth unvarnished. And that's exactly what we need.
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Her presence gives the AIDS community a powerful,
effective, and credible voice at the center of the debate. I could
not be more excited about having someone of her caliber at the
table, making decisions. This was a great choice. She willdo a

great job.

Sandy's energy aﬁd drive will take us to the next level. Her
willingness to tell it like it is will help all of us -- together --
write the next chapter in beating this epidemic. And her work
will be laid upon the foundation of siow and steady progress we
have built these last four years. We've boosted investments in
AIDS research, prevention, and services by 60 percent. Ryan
White funding has increased 158 percent. We've speeded up the

F DA approval process -- leading to the approval of eight new

AIDS drugs and 19 drugs for AIDS-related conditions.

5
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And I'm delighted to announce this evening that we will soon
be taking steps to bring those cutting-edge drugs to more people
-- by expanding Medicaid drug coverage. Specifically, I've
asked the Health Care Financing Administration and the Office
of National AIDS Policy to look into the possibility of moving
Medicaid eligibility closer to the sero-conversion point by doing
a pilot proj e.ct, what HCFA calls a demonstration. At the
moment, people with HIV must wait until their T-cells reach
extremely low levels or they develop opportunistic infections,
resulting in a diagnosis of full-blown AIDS before they're
eligible for Medicaid. That makes some of these new drugs

prohibitively expensive for people who need them.
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We think this should change. Our view is that getting these
drugs to people earlier won't cost more in the long run. It may
even save money. It will certainly save lives. I've asked HCFA
to report back to me in 30 days. I don’t want to raise any false
hopes. But this can be a very important step. It can ease
suffering, renew hope, and help ensure that good people aren't

priced out of life-saving medicine.

It's more urgent than ever, too, because progress on new
drugs the past few years has been nothing short of remarkable.
Already the FDA has approved four protease inhibitors, and
they are saving lives. There is new research being done to
develop new types of inhibitors. And scientists are working to
develop and bring to market immuno-potentiators, drugs that

boost immune systems.
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As some of you may know, about a year ago, I brought
representatives of the major pharmaceutical companies and
leading government researchers to my office to begin mapping a
strategy for finding and developing more AIDS therapeutics,
microbicides, and ultimately, a vaccine. This partnership has

led to the establishment of the Forum for
Collaborative HIV Research, an unprecedented partnership
between drug companies, the government, advocates and
insurance companies to optimize the use of thé new drug
therapies. I am so proud that this collaboration has been so
successful and I pledge to keep working to build these

partnerships.
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Of all the times during this epidemic, this moment is the
most optimistic. People who thought they were certain to die,
are now living healthy lives. Deaths from AIDS are dropping
for the first time ever. The estimated number of new infections
has slowed. Education and prevention efforts are expanding.
And for the first time, we can see -- maybe not immediately, but
sometime within our view -- our ultimate goals:l acureanda
vaccine. Let there be no mistake about that. Until they're
achieved, those will remain our highest goals: a cure for those
who are sick and- a vaccine so nobody will have to suffer this
disease again. But at long last, we have good reason for

optimism.
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However, this recent burst of good news doesn't mean the
epidemic is over. Far from it. We've got a long way to g0

before we beat this monster.

For instance, we've got to make sure pediatricians have the
information they need to prescribe these new medicines to

children with HIV.

And something else is equally clear: the emergence of new
drugs doesn't mean we can short-change care-givers; it doesn't
mean we can compromise the work of the people serving people
with AIDS. It wasn't until 1991 that the federal government
even invested any money in care for people with AIDS. That
was well after the epidemic had begun, well after good people

had passed away.

10
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We cannot turn our back on the people who have
shouldered so much of the burden of this disease. And even
though budgets are tight, and Congress is not exactly
.welcoming, you have my word that this Administration will
fight for the Ipeople doing the front line work all of you
undertake every single day. If we don't give a damn about care,

how can we expect anyone to care about giving a damn?

And while this is a time of optimism, we face other
adversaries besides tight budgets, a tough Congress, and a mean
virus. We face the adversary of racism. We cannot turn our
eyes from the devastation this epidemic has unleashed in
communities of color. The AIDS virus doesn't discriminate.
Neither should we. This isn't a white disease or a black disease.

It's 2 human disease. And that's how we've got to address it.

11
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We face the adversary of homophobia. Let me say it plain:
there i.s no room in American medicine or American life for
discriminating against people because of their sexual
orientation. Gays and lesbians are part of the American family,
and to try to exclude them or punish them for who they are is
just plain wrong. We will not stand for it. We will not stand
for homophobia. We will not stand for racism. We will not

stand for discrimination in any form.

And finally, we face a quieter foe, the adversary of
indifference -- a lack of concern bred in part by the latest good
news and by the sense among many that this is someone else’s
illness. This is perhaps the gravest threat, because it is sO

difficult to identify.
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And here the work you do is also so critical. You have seen
the face of this disease, and that sight has meant you cannot be
indifferent. But you must continue to educate and inspire others
_ to shake them from their natural inclination to look the other

way.

We cannot be indifferent -- in part because AIDS itself is
indifferent. It is indifferent to wealth or gender or sexual
orientation or race or just about anything else. AIDS revels in
its indifference, and is happy to live wherever it can find a
home. AIDS lives in our offices. It lives in our schools. It lives

on our block.

13



DEC-85-1997 12:34 P.15716

Tipper and I know that. A few years ago, when we lived in
Arlington, Virginia, Jim Nichols, our neighbor a few doors
down, died of AIDS. We watched him go, comforted him in his

final days. AIDS lived on our block. We cannot be indifferent.

Last year, as Tippet mentioned, when she and I visited the
AIDS quilt on the mall -- all 11 city blocks of it -- we read Jim's
name and the names of many others who had touched our lives
and had perished from this disease. It was unforgettable. There
on the Washington Mall, between all those other monuments,
was this quilted monument of grief -- thousands upon thousands
of names of people who did not have to die . . . unimaginable
human possibility unrealized. They lived on America‘s.block.

We cannot be indifferent.

14
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But that quilt and those panels also embodied hope. The
hope that comes from remembering. The hope that comes from
the notion that our lives, all of our lives, are somehow stitched
together. The hope that comes from the knowledge that once

we're touched by AIDS, we cannot be indifferent ever again.

Thank you for all you're doing to eradicate indifference.
Thank you for your part in this partnership. Together, we will
end this epidemic. And until we do, we will never, ever stop

fighting.

#iH
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"Gore Statement on Expanding HIV/AIDS Drug Therapies"
U.S. Newswire (12/09/97)

Vice President Al Gore said Tuesday that he was "extremely
disappointed" that the Health Care Financing Administration and
the Office of National AIDS Policy could not find a way to
provide earlier Medicaid coverage for HIV-infected people. Gore
stressed that he would continue to search for a solution, noting
that "this Administration understands the urgency of finding
innovative ways to ensure that all people with HIV benefit from
the promise of new and effective treatments."



Office of National AIDS Policy

Executive Office of the President

Release Date: December 7, 1997

Statement of Sandra Thurman

Director, White House Office of National AIDS Policy
on Presidential Advisory Council Report

For more than a decade we have relied on those on the front lines to sound the alarms -- and
remind all of us of the urgency of this epidemic. This longstanding tradition has served people living
with HIV and AIDS and all Americans well. And it is for this reason that the President appointed an
advisory committee made up of those actively engaged at the community level in our nation’s battle
against AIDS. The overarching message of this report is loud and clear -- this epidemic is not over and
we all have much more work to do. '

Last week, on World AIDS Day, everyone stopped to acknowledge the tragedy of AIDS. But for
those on the front lines of this epidemic -- every day is world AIDS day. And it is out of this sense of
urgency and frustration that the Council puts forward its recommendations. I certainly understand their
anxiety, and I share their desire to continue the progress that this Administration has made.

However, reports that this Administration has abandoned its desire to expand Medicaid access to
life-saving therapies could not be further from the truth. This Administration certainly understands the
urgency of ensuring that all people with HIV benefit from the promise of new and effective treatments.
The fact that our initial attempt to expand Medicaid has turned out to be more difficult than anticipated in
no way lessens the Administration’s resolve to seek a workable means of extending life-prolonging
therapies to all those in need.

The Clinton Administration has a strong track record of addressing the needs of people living
with HIV and AIDS:

«  The President worked vigorously to save the Medicaid program, which is the largest single payor
for AIDS services and treatment in the country -- in 1997, federal Medicaid expenditures for
people living with HIV/AIDS totaled $1.8 billion, including nearly $500 million for AIDS drugs.

«  The President established the HIV Vaccine Initiative, with the goal of finding a vaccine against
HIV within 10 years. '

«  The President has pushed for increases in the Ryan White CARE Act, including a 450% increase
in the State AIDS Drug Assistance Program since 1996.

« This Administration has supported the research that resulted in the new treatments that are saving
so many lives, with funding for AIDS research at NIH increasing 50% since the start of this
Administration.

There is no absence of will to meet this challenge; there is, however, a different sense of what can
be accomplished in an often polarized political environment in which ideology can overwhelm science.
The struggle to get the best quality of care and the best medications to all HIV-positive Americans is a
very difficult fight and one I know that the President is committed to winning.
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TALKING POINTS ON
MEDICAID EXPANSION TO PEOPLE WITH HIV

Background

In April, the Vice President directed the Health Care Financing Administration (HCFA)
- of-HHS to determine the feasibility of establishing a demonstration program to-expand---
Medicaid coverage to people who were HIV -- and do not currently qualify for Medicaid
benefits. This was in response to a release by HHS of a standard of care for HIV and
AIDS that recommended early treatment. The Vice President asked HHS to report
back within 30 days.

Under current regulations, Medicaid coverage is not availalable to many individuals
with HIV until they progress to AIDS; the new treatments offer the promise of
forestalling the progression to AIDS, creating a "catch 22" whereby individuals can't get
the drugs that would keep them from progressing to AIDS until they get AIDS.

Talking Points

«The Clinton Administration remains strongly comitted to insuring that people living
with HIV and AIDS have access to the medical treatments they need.

*The experts at HCFA are finding it difficult to make this expansion cost neutral,
which is the test that we must meet to change benefits without Congressional action

«The Administration is still in active dialogue with community members, Congress,
and public policy experts to refine the financial analysis -- we have not shut the door
on making this work

«The anaylsis turned out to be far more complicated than many believed it to be, so
it is taking much more time than we thought it would. However, the Administration is
still actively working on a solution to this problem.

Administration has a strong track record of addressing the needs of people living
with HIV and AIDS

sthe President recently signed a fiscal year 1998 appropriation bill that provides
$286 million for the State AIDS Drug Assistance Program, a 71% increase from
fiscal year 1997.



sthe President worked vigorously to'save the Medicaid program, which is the largest
single payor for AIDS services and treatment in the country -- in 1997, federal
Medicaid expenditures for people living with HIV/AIDS totaled $1.8 billion, including
nearly $500 million for AIDS drugs.

the President has long been committed to health care for all Americans, and is
pleased with the incremental progress that has been made on a bipartisan basis in
recent years. Insurance reform and increased access to health insurance for
children are important first steps. But the ultimate goal of high quality health
insurance for all Americans remains.
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with HIV until they progress to AIDS; the new treatments offer the promise of
forestalling the progression to AIDS, creating a "catch 22" whereby individuals can't get
the drugs that would keep them from progressing to AIDS until they get AIDS.

Talking Points

«The Clinton Administration remains strongly comitted to insuring that people living
with HIV and AIDS have access to the medical treatments they need.

*The experts at HCFA are finding it difficult to make this expansion cost neutral,
which is the test that we must meet to change benefits without Congressional action

«The Administration is still in active dialogue with community members, Congress,
and public policy experts to refine the financial analysis -- we have not shut the door -
on making this work

«The anaylsis turned out to be far more complicated than many believed it to be, so
it is taking much more time than we thought it would. However, the Administration is
still actively working on a solution to this problem.

Administration has a strong track record of addressing the needs of people living
with HIV and AIDS

«the President recently signed a fiscal year 1998 appropriation bill that provides
$286 million for the State AIDS Drug Assistance Program, a 71% increase from
fiscal year 1997.



sthe President worked vigorously to-save the Medicaid program, which is the largest
single payor for AIDS services and treatment in the country -- in 1997, federal
Medicaid expenditures for people living with HIV/AIDS totaled $1.8 billion, including
nearly $500 million for AIDS drugs.

sthe President has long been committed to health care for all Americans, and is
pleased with the incremental progress that has been made on a bipartisan basis in
recent years. Insurance reform and increased access to health insurance for
children are important first steps. But the ultimate goal of high quality health
insurance for all Americans remains.
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