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be improper to bill only for services to Medicaid
eligible children, and provide services t o  others
without charge ? HCFA’8  long standing rule is that the
provider must either bill all individuals receiving the
services, or at least bill all individuals who have
third party coverage. With the exception of title V,
and services to handicapped children, billing only the
Medicaid agency is not eufficlent,  and these claims
would not be allowable,

0 Proposal: School districts would give up the State
matching share of their Medicaid claims to maximize the
Federal share of Medicaid reimburoemente. A l s o ,  with
respect to the Federal share of the new Medicaid
claims, 33 percent would be retained by the State, and
67 percent by the school districts,

Response : To the degree the school aystem itself is
the provider or employer of the actual providers, it
may receive Medicaid payments on behalf of its
employees, Also, any amount claimed must be based on
the Medicaid fee schedule, and must be reasonably
related to provider costs. If 33 percent can be
retained by the State, serious questions arise as to
the accuracy of the State’s ratesetting mechanisms.
The ratesetting mechanisms should produce rates that
reasonably represent the costs of performing these
servlcee, Additionally, if 33 percent of a payment is
retained by the State  and never paid to  a  provider or
the provider’s assignee, we would not consider the
33 percent as a State expenditure eligible for Federal
matching. Section 1903(a)(l) of the Act entitles
States to FFP only in those amounts which the State
actually expends for medical asolstance items and
services, The term “expenditure” means those funds
which a State pays a provider and over which the
provider has acceea or control;  in other words, t h e
provider must have some liindicla of ownership” of the
funds . Only those funds which a State paid a provider
and over which the provider had access or control are,
therefore, e l ig ib le  f o r  FFP, F o r  further  deta i l s ,
refer to Part V of the State Medicaid Manual and to
EPSDT: A Guide for Educational Proorame.

There are also some additional concerns States have about
school-based health care:

1. Glvcn that most IEP services are already covered in the
State plan and most individual IEP provider types are
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already covered in the State plan, is a new SPA requfred?
DO all services and providers found eleewhere in the State
plaihave to be regrouped into one new section? This would
Been to be an unnecessary  requirement if services and
providers are already recognized,

If the services and provider information are already covered
in a State plan, a new SPA is not required. However, it may
be desirable for the State to describe the schools’ role a8
providers in a SPA to assure compliance with relevant
Federal rules.

2 . Policy should allow school districts responsibility for
credentialing those provldere for whom it has legal
authority to do 80 under State law, provided that education
standards are on par with Medicaid standards. It would also
be helpful if HCFA policy would clarify that States can
limit qualified  providera by requiring a provider to comply
with service delivery requirements (i.e. continuum of care,
access) so that there is some State control,

A8 noted on page 2 above, Medicaid agencfee cannot allow
school districts credentlaling authorfty for providers,
state Medicaid agencies must ensure that providers meet
Medicaid provider qualification requirementr. Also, States
do have the authority to impose reasonable provider
qualifications in accordance with regulations at 42 CFR
431*51(C)  (2). The qualifications may function to limit the
pool of qualified providers. However, such qualifications
must be applied equally to all providers of a service
category and must be related to the provision of eervlcea
rather than arbitrary criteria.

3. states believe that State Medicaid agency responsibility
and authority should be strengthened and given more
emphasis.

We agree that the role of the State Medicaid agency should
be clarffled in any discussion of school-beoed health care
and proposals euch as this one. The principle of the single
state Agency and the provisions at 42 CFR 431.10 relating to
nondelegation of certain functions must be emphasfzed,

4. HCFA’s  policy that  all  individuals receiving services
must be billed ia not supported by States. States generally
disagree that Medicaid la the only funding source tapped in
these instances because the State or local government ie
paying 1008 of the costs of services to others) therefore
calling State funded servicer “free” is not correct.
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HCFA’S free c a r e  Policy, as stated on page 5 above, is that
Medicaid will consider a service to be “free” and thus not
eligible for matching unleer the person8 obtaining ths
eervice incur a liability and their relevant third party
payers are billed. With the exception of tftle V, and
services to handicapped children, billing only the Medicaid
agency ia not sufficient, and these claims would not be
el~owab~e. HCFA is currently developing a free care
regulation to further interpret this policy.

We believe the considerations provided here address the
eseential issues which make this proposal extremely difficult
to implement. Au such, we recommend that States pursue
Medicaid coverage of school-based services through
consultation with their regional office staff.

We ask that you pleaee issue a statement to your States
encouraging them to work with you prfor to entertaining the
lmplementatlon of proposals being marketed in the school-
based services area. I t  is impor tan t  tha t  these etatementa
indicate the important role echoolo play in admfn;stering and
providing health services under the EPSDT program and our
willingnese  to work with States to assure that therrc programs
are establiehed consistent with Medicaid program requirements.

1 am attaching a copy of the materials we have received to
date about the proposal8 to cover school based services, If
you have additional questions or concerns, pleaee contact

66-3275, or Larry Cutler at
%‘9~~“4E:.“”  @Jppg~;~kiD Bc
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