SORHs and Medicaid Waivers:
Connecting to Assure a Rural Perspective
The Case of Medicaid Private Option Initiatives
February 25, 2014

Session Agenda
• Introduction: Medicaid Private Option Initiatives (POIs).
• Alternative Approaches to a Medicaid POI.
• Medicaid Waivers 101: State Plans, Amendments and
Medicaid Waivers.
• CMS Guidance on Medicaid POIs.
• Typical Medicaid POI Waiver Requests and Their Potential
Impact on Rural Health.

Overview: Medicaid Private Option Initiatives
• What is a Medicaid Private Option Initiative (POI)?
– Some states are considering using Medicaid program funds to
purchase private insurance on the health insurance exchange
marketplace for eligible Medicaid enrollees.
– Several states are looking to initiate this approach for newly eligible
enrollees under PPACA’s Medicaid expansion provisions.

• Why are state Medicaid programs interested in POI?
–
–
–
–

This approach could make Medicaid budget costs more predictable.
It would shift some administrative burden to the private market.
It might control growth of Medicaid budgets.
It would convert the entitlement nature of program to one with
personal consumer incentives.
– It might make transition from Medicaid eligibility to subsidized QHP
eligibility more seamless.

How QHPs Differ from Medicaid
•

Individual Qualified Health Plan (QHP) coverage available on a health insurance
exchange is not the same as Medicaid coverage:
– Benefits Provided: Benefits provided under QHPs are typically more limited than those
under Medicaid.
– Premiums: Traditional Medicaid is an entitlement program for which there is no
premium. QHPs require payment of premiums, although premiums may be reduced by
Federal tax credits.
– Co-Pays and Deductibles: QHPs have cost-sharing far in excess of what is permitted
under Medicaid.
– Participation of FQHCs and RHCs in Provider Networks: Medicaid requires that services
provided to Medicaid enrollees by FQHCs/RHCs be reimbursed. CMS has permitted
QHPs to limit FQHC participation in provider networks . There is no required
participation of RHCs.

– Payment levels to FQHCs/RHCs: Medicaid requires PPS payments or guarantees for
FQHCs/RHCs. RHCs have no payment guarantees under QHP rules. CMS has been
somewhat unclear on payment guarantees for FQHCs.

•

These differences are why CMS does not permit the simple purchase of qualified
health plans as a substitute for Medicaid.

Premium Assistance Under Medicaid
• The Medicaid statute provides several options for states to
pay premiums for adults and children to purchase coverage
through private group health plans, and in some case
individual plans.
• The statute conditions such arrangements to approaches
which “cost-effective.”
– “Cost-effective” generally means that Medicaid’s premium payment
to private plans plus the cost of additional services and cost sharing
assistance that would be required would be comparable to what it
would otherwise pay for the same services.
– Similar provisions also apply in the Children’s Health Insurance
Program (CHIP).

Requirements for Non-Exceptional POI
• Under current rules for premium purchase arrangements:
– beneficiaries would remain Medicaid beneficiaries and continue to
be entitled to all benefits and cost sharing protections.
– states must have mechanisms in place to “wrap-around” private
coverage to the extent that benefits are less and cost sharing
requirements are greater than those in Medicaid.
– individual market beneficiaries must be able to choose an alternative
to private insurance to receive Medicaid benefits.

• If these conditions are met, private option can be
implemented without a waiver request.

• Important point – A private option can be implemented
without a waiver request. States will seek it through a
waiver request only when they are seeking relief from some
other Medicaid requirement.

Waivers 101: State Medicaid Plans,
Amendments and Waivers
• State Plans: States have flexibility in the design of their Medicaid
programs, but must conform to basic Federal requirements. States
submit a State Medicaid Plan to CMS for review and approval identifying
the intended operating approach for Medicaid. The approved State Plan
is a contract between a state and the Federal Government describing
how that state administers its Medicaid program.

• State Plan Amendments: States also send a state plan amendments
(SPAs) to CMS for review and approval. These SPAs reflect changes in
proposed program operation.
• Waivers: Sections 1115 and 1915 of the Social Security Act define specific
circumstances in which the federal government may, at a state’s request,
“waive” certain provisions of the federal Medicaid and SCHIP laws. The
“waiver” is the agreement between the federal government and the
state that exempts the state from the provisions of the federal law that
were waived. The waiver includes special terms and conditions that
define the strict circumstances under which and for whom the state is
exempt from the provisions of federal Medicaid and SCHIP laws.

Key Section 1915 Medicaid Waivers
• Section 1915(b) waivers:
– These waivers allow states to require Medicaid beneficiaries to enroll
in managed care plans, as opposed to receiving health care through
individual providers on a fee-for-service basis.

– Since the late 1990s, states have been able to move beneficiaries to
mandatory managed care delivery systems by using state plan
amendments rather than by using waivers. As a result, 1915(b)
waivers are not as commonplace as they once were.

• Section 1915(c) waivers allow states to provide home and
community-based care to individuals who would otherwise
be institutionalized.

Section 1115 Medicaid Waivers
• Authority for Waivers:
– Section 1115 of the Social Security Act allows the Secretary of the
Department of Health and Human Services (HHS) to waive provisions
in certain laws or regulations that govern programs authorized by the
Social Security Act, such as Medicaid and SCHIP, in the context of a
state research and demonstration project.
– A Section 1115 Medicaid or SCHIP demonstration project should
“promote the objectives" of the Medicaid program.

• Section 1115 Waiver Limits:
– Section 1115 waiver projects are generally approved to operate for a
five-year period and must maintain “budget neutrality.”
– The budget neutrality requirement means that the waiver program
cannot cost the federal government more than the state would have
spent on Medicaid for people covered by the waiver if the waiver did
not exist.

Section 1115 HIFA Waiver Requests
• HIFA Purpose: A Health Insurance Flexibility and Accountability (HIFA)
waiver is a type of Section 1115 waiver intended to extend health
coverage to people who are uninsured without increasing federal
Medicaid funding.
• Reduced Medicaid Services through HIFA: Under a HIFA waiver states can
find “savings” in their Medicaid programs by cutting services or raising
out-of-pocket costs for people who already had Medicaid and then use
this “savings” to expand coverage to the uninsured.
• Premium Assistance a HIFA Priority: States have received encouragement
under HIFA to establish premium assistance programs to help people buy
employer-sponsored coverage, to offer Medicaid coverage with a
significantly reduced benefit package, and to establish higher costsharing for the people who are newly eligible for the program.

Other Medicaid Waiver Considerations
• Limits to Waivers: A state may only waive provisions of identified
sections of the Social Security Act - Section 1902 being most pertinent to
Medicaid. Section 1902 covers Medicaid state plans and tells states what
must be in their Medicaid programs and how they must function.
• Waivers Affecting Enrollee Subgroups: The Deficit Reduction Act (DRA) of
2006 allows states to provide different benefit packages for certain
Medicaid populations without a waiver.
• Changing Nature of Waivers: The nature of Medicaid waivers is changing
and the requirement for seeking a waiver is not always clear. The DRA
gives states more authority to make changes to their Medicaid benefits
packages and cost-sharing without seeking a waiver. In addition, the
research and demonstration nature of the 1115 has been deemphasized.

Public Review of Plans, Amendments
and Waiver Requests
• In-State Review
– States have different mechanisms to get feedback from their citizens
on proposed Medicaid operations, including:
• Opportunity for written comment;
• Public hearings; and
• Consultation with advisory groups.

– Public review is required for waivers and recommended for state
plans and amendments. Comments and feedback received are
submitted to CMS along with the final operational request.

• CMS Review
– CMS conducts a review of all aspects of a request, taking into
account feedback and comments.
– CMS also may consult Federal agency partners, including HRSA, for
additional comment on proposed state plans.

CMS Interest in Private Option
1115 Waiver Requests
• CMS has signaled its interest in a limited number of these
requests insofar as they ‘promote the interests of the
Medicaid program’.
• Cost effectiveness remains the key criterion in review of
these requests, but CMS is also interested in seeing if the
demonstrations will:
– increase competitiveness in the health insurance marketplace ; and
– reduce problems as individuals move between the Medicaid program
and subsidized private insurance marketplace.

• State ideas are solicited as demonstrations that would
inform the State Innovation Waivers scheduled to begin in
2017.

CMS Requirements for
Private Option Waiver Requests
• CMS has stated that it will only consider private option proposals which
meet the following criteria:
– Provide beneficiaries with a choice of at least two qualified health plans (QHPs).
– Make arrangements with the QHPs to provide any necessary wraparound benefits and
cost sharing. This ensures that coverage is seamless, that cost sharing reductions are
effectively delivered.
– Are limited to individuals whose benefits are closely aligned with the benefits
available on the Marketplace, that is, individuals in the new Medicaid adult group who
must enroll in benchmark coverage and are not described in SSA 1937(a)(2)(B) (e.g the
medically frail)
– Are not designed to offer broader benefits that could experience unexpected adverse
selection due to enrollment of groups that are described in SSA 1937(a)(2)(B).
– End no later than December 31, 2016. Starting in 2017, State Innovation Waiver
authority begins which could allow a range of State-designed initiatives.

• CMS is giving preference to proposals which target adult individuals with
income between 100 and 133 percent of FPL. Medicaid rules permit
more flexible cost-sharing for this group. They are also potentially
eligible for premium tax credits on the health insurance exchange.

States Submitting/Considering
Private Option Waiver Requests
•
•
•
•
•
•
•
•
•

Arkansas**
Iowa*
Pennsylvania*
Utah
Tennessee
New Hampshire
Ohio
Florida
Indiana

Assessing the Rural Impact of POIs
• A review of any proposed POI request from the perspective
of rural health should consider the following two questions:
– Does the POI waiver request promote the interests of the Medicaid
program in rural communities?

– Is the POI waiver request a cost-effective way to provide health care
for rural Medicaid enrollees?

• These questions reflect the two core standards which CMS
must use in its analysis of waiver requests.

• SORHs can assist state Medicaid programs by providing
information about how POI proposals would affect rural
communities and health systems.

Common POI Waiver Proposals with
Impact on the Rural Health System
• Several state POI waiver proposals seeking to expand Medicaid through
private insurance purchase have included three waiver provisions which
impact the rural health system adversely:
– Waiver of Mandatory Services: Proposes elimination of FQHC/RHC
services as mandated Medicaid services.
– Waiver of FQHC/RHC Network Participation: Proposes elimination of
required participation of RHCs and FQHCs as part of service networks
for Medicaid enrollees.
– Waiver of Payment Requirements: Proposes elimination of
wraparound payments or other PPS guarantees to FQHCs/RHCs.
• An assessment of the impact of these provisions follows.

Impact on Rural Health: Limited Capacity For
Underserved Rural Residents
• FQHCs and RHCs provide care in designated underserved areas or
for designated underserved populations.
• By Federal definition, these areas and populations have a critically
inadequate supply of primary health care.
• If RHCs and FQHCs are removed from provider networks in these
shortage areas it will exacerbate the shortage, and Medicaid
enrollees will not have an adequate alternative source of care.
• Any waiver request which prevents Medicaid enrollees from using
the available capacity in an underserved community will
significantly reduce the ability of those enrollees to get basic care,
and will be severely detrimental to the aim of improving health
care access for Medicaid enrollees.

Impact on Rural Health: Continuity of Health
Care for Rural Residents
• Many uninsured/underserved individuals currently receive health
care from FQHCs and RHCs, many on sliding fee scales.
• Based upon the experience of several states, these individuals will
continue to seek their care from FQHCs and RHCs after they
become eligible for Medicaid. This is particularly true when
coverage is extended to parents of Medicaid eligible children
already being served at FQHCs and RHCs.
• Elimination of FQHCs and RHCs from provider networks would
have a damaging impact on continuity of care for Medicaid
enrollees in rural communities, and would not be consistent with
the CMS aim of supporting continuity of care for enrollees.

Impact on Rural Health: Total Cost for Medicaid
Enrollees
• Multiple studies have shown that patients served by FQHCs have a
lower total cost of care than the same patients served in private
practice settings.
• This reflects, in part, the comprehensive services provided in
FQHCs, including both preventive services and enabling services.

• The PPS rates established in statute align the cost of
comprehensive primary care services with the Medicaid
reimbursement.
• Reduction of these rates could reduce the coordinated care
provided to Medicaid enrollees and lead to costly increased use of
the emergency room and unnecessary hospitalizations. Such a
change would not be cost-effective.

Impact on Rural Health: Conformance with
Statutory Requirements
• Section 1937 of the Social Security Act requires that Medicaid enrollees
be afforded access to RHC and FQHC services, and that these services be
reimbursed at guaranteed levels.
• This provisions reflects recognition of RHCs and FQHCs as the backbone
of the primary care safety net for underserved communities. It also
reflects recognition of the financial support levels needed to assure that
health service capacity is maintained in underserved communities.
• Proposals to exclude RHCs and FQHCs from provider networks from or to
reduce financial reimbursement for their services will destabilize the
rural health system.
• More importantly, Section 1937 of the Act is not in the list of sections
enumerated as those which can be waived by an 1115 waiver. Proposals
to waive this section cannot, arguably, be granted as part of such a
waiver.

Additional POI Waiver Proposals
• Several states have made additional Medicaid waiver POI
proposals that could have impact rural communities and the
rural health system adversely:
– Reductions in benefit package – including elimination of some
required or optional services.
– Reduction in extent of coverage – including capping the maximum
quantity of primary care, hospitalization or other services.
– Expanded cost-sharing: including partial responsibility for premiums,
based on income, and co-pays for certain services.
– Personal behavior requirements: including requirement for work
search.

Summary
• CMS has created opportunities for states to implement POIs for
Medicaid expansion. These initiatives can be implemented as part of
state plans or as part of 1115 waiver requests. CMS has established
significant restrictions and guarantees for POIs.
• Several states are pursuing POIs as a means of implementing Medicaid
expansion. Most are utilizing the 1115 waiver mechanism to implement
changes that go beyond the purchase of private insurance plans.
• The first POI waiver proposals designed for Medicaid expansion have
included provisions which would have a negative impact on rural
communities and the rural health system. In-state feedback on the
potential effects of these proposals has led to some of them being
dropped from the waiver application submitted to CMS.
• There is a potential role for SORHs to coordinate with Medicaid in the
assessment of the rural impact of these proposed waiver provisions.
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