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Medicaid Expansion Overview

The Medicaid Program covers about 1 inevery 5 Americans,including children and
their families, pregnant women, individuals with disabilities and poor Medicare
beneficiaries. Medicaid also funds safety net hospitals and health centers that provide
care to under-served communities and the uninsured. Historically,non-disabled
adults without dependent children (“childless adults”) have been excluded from
Medicaid by federal law, and states wishing to cover them have had to use state-only
dollars or obtain afederal waiver to obtain coverage.

A key provision of the Patient Protection and
Affordable Care Act (ACA), signedinlaw in March
2010, was to expand coverage to the uninsured
earninglessthan 138% of the federal poverty
level—about $15,000 per year for anindividual.
In2011,about 18% of adults under 65—almost
48 million Americans—had noinsurance. About
half of them earn no more than 138% FPL (not
including undocumented immigrants, another
1.7% of the population). The majority of the newly
eligible populationis healthy—anditis hoped

that with access to preventative care and health
education are more likely to stay that way.

Many healthcare providers view Medicaid
Expansion favorably. Studies show that Medicaid
leads to better health outcomes andreduce
uncompensated care. Two-thirds of primary care
physicians said they would accept Medicaid prior
to expansion,and now with the Medicaid payment
increase, which matches Medicare rates at 70%
of commercial reimbursement, more may accept
it. Physicians are still concerned what will happen
when higher Medicaid rate ends in 2014;and may
not be reauthorized by congress.

Once concernis that the supply of physicians—
particularly primary care physicians—may not
meet anticipated demand. Severalinitiatives
totrainand bring primary care providers to
underserved areas, as well as supporteducation
inneeded subspecialties, are already underway.
Many providers are feeling squeezed by the push

for costsavings. More and more doctors are
organizinginto larger groups, suchas ACOs (18-
20% of doctors report considering this option),in
order to more efficiently deliver treatment as well
as negotiate better rates with MCOs. However,
this may not always work. Recently patientsin
New Jersey were shocked to find out that their
doctorswho are part of the Advocare network,
were being dropped by their AmeriChoice HMO.

State participationin Medicaid is voluntary. And
in 2011, the Supreme Courtruled that states are
notrequired to expand their Medicaid programs.
Although the Federal Government will pay

100% for the program for the first two years,
scalingdown to 90% after 2020, about half of

the states have refused to adopt expansion as of
October2013. However, atthat time, about 6
states including New Hampshire and Ohio were
reconsideringimplementing Medicaid Expansion.

As aresult of about half of the states not expanding
their Medicaid rolls,about 7 million Americans
may not have coverage. In states not moving
forward with expansion, the median eligibility
level for parents will be just 47% of poverty level.
Underthe ACA, individuals below 100% poverty
are not eligible for Marketplace tax credits, even if
Medicaid coverage is not available to them.
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B Moving Forward (25 states including DC)
Not Moving Forward (26 states)

NOTES:1-Exploringanapproachto Medicaid expansion likely to require waiver approval. 2- Discussion of a special session
being called onthe Medicaid expansion.

SOURCES: States decisions onthe Medicaid expansionas of September 30,2013. Based on datafrom the Centers for
Medicare and Medicaid Services, available at: http://medicaid. gov/Affordable Care Act/Medicaid-Moving-Forward-2014/
Medicaid-and-CHIP-Eligibility-Levels/medicaid-chip-eligibility-levels.html.



MEDICAID ELIGIBILITY FOR POOR,
UNINSURED, NONELDERLY ADULTS
IN STATES NOT EXPANDING
MEDICAID, AS OF 2014

m Eligible for Medicaidin 2014* Inthe Coverage Gap
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*Based on current Medicaid eligibility rules converted to MAGI. Applies only to MAGI populations.
Notes: Excludes legalimmigrants who have beeninthe country forfive years orless andimmigrants who are not lawfully present.
Source: Kaiser Family Foundation analysis based on 2014 Medicaid eligibility levelsand 2012-2013 Current Population Survey.

51 Different Flavors of Benefit Benchmarks

and Plan Designs

The ACA requires all new health plans offered on
the Exchanges toinclude 10 Essential Benefits
(EHB) equalinscopetoatypical employer plan,
the specifics of which are up to the states. It canbe
atypical small group planfor that state, the State
Employee Plan, the state’s largest HMO plan, or the

federal default: State Small Group Plan, whichis the
planstandard chosen by the majority of the states.

However,under the CMS Final Rule, July 2013,
mandatory coverage of prescription drugs is
severely restricted—effectively requiring that
only one drug per category and class be covered.

Safety Net Hospitals and the 340B Program

In states not expanding Medicaid, Safety Net
hospitals—including some Disproportionate
Share Hospitals—will shoulder a greater burden.
DSH’s weretolose $11 million in federal funding,
but because of the situation, CMS delayed cuts.
Also, Medicaid rebates have increased with the
passage of healthcare reform, cutting the Average
Manufacturers Price to 23.1% for branded drugs,
13%for genericsand 17% for pediatric drugs, the
savings of which are shared by the Federal and
State Medicaid agencies. In addition to signing
anationalrebate agreement with HHS, drug
manufacturers mustalso enterinto a pricing
agreement with HRSA for safety net hospitals in
the 340B Drug Pricing Program (as well as with
Veteran’s Affairs) in order to have their drugs
covered under Medicaid.

The 340B program has expanded greatly under
healthcare reform, with more than 16000
hospitals, or one out of three, participating.

Eligible facilities include Federally Qualified
Health Centers (FQHCs), Ryan White/HIV-
AIDS program grantees,and other certain

types of safety net hospitals and specialized
clinics. Recentadditions include free-standing
children’s hospitals and cancer hospitals, as
wellas criticalaccess hospitals in the outpatient
setting; although they aren’tallowedto group
purchase their 340B drugs. Covered entities can
decide to carve out the Medicaid rebate benefit,
andthereby get 340B discounts. Orthey can
carveinand getrebates, which can be used with
fee for service and which they share with state
Medicaid agencies. Before joining the 340B
program they must decide (if their state allows it)
whetherto carvein or carve outall their Medicaid
prescriptions. Duplicate discounts are prohibited,
and afacility can lose their 340B status and be
forced torepay the manufactureriftheyreceivea
discount 340B price and a Medicaid rebate for the
same drug.




Dual Eligibles

About 9.2 Americans are dual-eligible for both
Medicaid and Medicare. Two-thirds qualify
because they’re over 65, while the other third
qualify due to a disability. Medicare administers
the program, but Medicaid fundsit. HHS permits
states to waive certain provisions of Medicare law
inorder to better coordinate care. Fifteen states
areinvolvedinrevamping their Dual Eligibles
program.

Coverage of
Expensive Drugs

Under state Medicaid plans, patients can receive
specialty drugs through the prior authorization
process. However, under 3408, certain types of
facilities (critical access hospitals, free-standing
cancer hospitals, sole community hospitals
andruralreferral centers) cannot use orphan
drugs purchased through the program for the
rare disease or condition for which they are
designated. For example, the drug Remicadeis
frequently usedto treat rheumatoid arthritis, a
very common indication, butitalsohasanorphan
designationto treatafew rare diseases, including
Crohn’s disease. Thus, if purchased with the 340B
number, the Remicade cannot be used to treat
Crohn’s disease.

Summation Rebates
and Discounts

Manufacturer’s rebate cards and coupons may
be offered to the uninsured and used by Medicare
recipients to cover co-pays; however under
Medicaid—whether old or new—consumers
cannotreceive discounts on any copayments.
However, pharmaceutical manufacturers are
supporting the safety net clinics that serve the
most vulnerable populations by supporting

the 340B program with rebates and discounts.
Better oversight and careful administration

of the programis necessary to avoid double
discounts and atthe same time assure that the
hospital receives the appropriate rebates fromthe
manufacturer.

Conclusion

Medicaid Expansion could provide coverage

to over half of the 48 million uninsured,
therebyreducinglostrevenues and delayed
reimbursements for Hospital charity care while
improving outcomes and preventingillnessamong
the most disadvantaged Americans. However,an
unexpected loopholeinthe ACA leaves those living
in states not expanding Medicaid ina coverage
gap, earningtoo much for traditional Medicaid and
too little for subsidized insurance. The minimum
benefits offered by the states for new Medicaid
enrollees may not provide much drug choice. These
people willundoubtedly appreciate drug discounts
from manufacturers and the care provided by
safety net hospitals that should passincreased
discounts ontothem.
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