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The U.S. Department of Health and Human Services has proposed several regulations in the last year that
would significantly undercut the federal government’s support as a partner in providing Medicaid services
to the low- and moderate-income families the program serves, cut hundreds of millions in funding, and
threaten to cut funding for the health insurance of thousands of Connecticut children. Connecticut, like
other states, depends on the federal government to be a partner in providing health care for low-income children
and families, as well as vulnerable seniors and persons with disabilities. In Connecticut, the Medicaid program
(HUSKY A) covers all children and parents up to 185% of the federal poverty level (832,560 for a family of three).
Pregnant women with incomes up to 250% of the federal poverty level ($44,000 for a family of three) similatly
qualify for Medicaid. For each dollar that Connecticut spends on Medicaid, the federal government reimburses the
state 50 cents. Federal regulations are intended to implement the laws passed by the U.S. Congress. However, in
some cases, these regulations go beyond the scope of statutory requirements or even appear to directly contradict
Congressional intent.

According to Connecticut’s Department of Social Services', Connecticut stands to lose $417.5 million over
5 years if new Medicaid regulations are allowed to go into effect.” While the administration originally claimed
that the proposed regulations would cost states around $15 billion, the House Committee on Oversight and
Government Reform’s survey of the states found that the changes would result in at least $49.7 billion in lost
federal payments, a sum that amounts to “a major fiscal blow for many states” according to the Committee.’
Connecticut accounts for $417.5 million of that loss. Importantly, the federal savings are not justified by a reduced
need among the Medicaid population, but instead are achieved simply by eliminating the matching rate
reimbursements to states for certain services that were previously reimbursed. The regulations, therefore,
potentially harm not only the recipients of the services, but also cut deeply into Connecticut’s already strained
budget as the state and its residents enter economically uncertain times. The threat of these federal cuts occur as
the Connecticut General Assembly’s Appropriations Committee proposes to reduce, rather than increase
appropriations for Medicaid in its March 2008 state budget proposal. This reduction of $21 million from the
existing Fiscal Year 2009 budget and $78 million from the Governor’s proposed Medicaid budget could further
increase the fiscal pressure on Connecticut’s Medicaid program if the federal Medicaid cutbacks are implemented.

I Letter from D. Parella, Director of Medicaid Services, CT Department of Social Services to US Repres. Henry Waxman, Chairman,
House Committee on Oversight and Government Reform, regarding Medicaid Regulations, February 25, 2008. More recently,
Connecticut’s Governor 1. Jodi Rell issued a press release criticizing the Medicaid regulations, available at
http://www.ct.gov/governorrell/cwp /view.asp? A=3293&Q=411654. Governor Rell also wrote to U.S. Department of Health and
Human Services Secretary Leavitt to express her concern over the regulations, March 11 , 2008.
2 “The Administration’s Medicaid Regulations: State-by-State Impacts,” (United States House Committee on Oversight and Government
Reform, March 2008), at 8 available: http://oversight.house.gov/story.asprlD=1778
3 4bid., at 1
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The recent regulations affect the following Medicaid services. Due to Congressional action, with the exception of
the regulation regarding targeted case management, they have yet to be implemented. Unless Congress acts again, all
of them are due to be implemented by July 1, 2008 or earlier.

Loss in Federal Funds to Connecticut Due to Federal Regulations4

Regulation Loss in First Cumulative Five-
Year Year Loss
Targeted Case Management $10 M $50 M
School-Based Administrative Services $5 M $25 M
Rehabilitative Services $4.5M $22.5 M
Graduate Medical Education $4 M $20 M
Provider Tax $60 M $300 M

e Targeted Case Management.” Proposed in December 2007, the new rule limits federal reimbursement to
states for case management services that help patients with complex needs access medical, social and
educational services.’ This will cost Connecticut $10 million in the first year, and $50 million across five
years.” Congress intended some of these changes in the Deficit Reduction Act of 2005; however, in writing
the regulation, the Centers for Medicare and Medicaid Services® overstepped Congressional intent. Foster
youth, in particular, bear the brunt of this regulation that would bar federal Medicaid funds from being used
for all case management services provided by child protective services agencies, such as Connecticut’s
Department of Children and Families.”

e School-Based Administrative Services."” This regulation eliminates federal Medicaid matching grants for
outreach and enrollment assistance in schools. It is likely that the withdrawal of federal funds for outreach
will result in fewer eligible poor children enrolling in Medicaid." This regulation is particularly ill-timed for
Connecticut, which recently re-invested in school-based outreach — targeting priority school districts (those
serving large numbers of vulnerable children) to help ensure that all eligible children are enrolled in HUSKY
thereby reducing the number of uninsured children.”” This proposal to scale back outreach is particularly
puzzling since the federal government had recently admonished states for #of ensuring that the lowest
income children — those eligible for Medicaid (HUSKY A ) gained coverage before proposing to cover
higher income children under their SCHIP (HUSKY B) programs. Additionally, the regulation prohibits
Medicaid funds for transportation to and from school for children with special health needs that are served
at the school. It is estimated that Connecticut will lose $5 million in the first year this regulation goes into

4 Ibid., at 8. In addition to the regulations with specific cost estimates attached, Connecticut responded that regulations limiting costs for
public providers (72 Federal Register 29748) and narrowing the scope of Medicaid outpatient hospital services (72 Federal Register 55158)
may result in lost Medicaid funds to the state, but was unable with any precision to quantify such losses.

572 Federal Register 68077 (December 4, 2007)

6 “Medicaid: Over and Impact of New Regulations,” (Kaiser Commission on Education and the Uninsured, January 2008), available:
http://www.kff.org/medicaid/7739.cfm

7 “The Administration’s Medicaid Regulations: State by State Impacts,” at 24.

® The Centers for Medicare and Medicaid Services (CMS) is a division within the U.S. Department of Health and Human Services.

9 J. Solomon, “New Medicaid Rules Would Limit Care for Children in Foster Care and People with Disabilities in Ways Congress Did Not
Intend,” (Center on Budget and Policy Priorities, Rev. March 6, 2008), available: http://cbpp.org/12-21-07health.htm

1072 Federal Register 73635 (December 28, 2008)

A, Orris and J. Solomon, “Administration’s Medicaid Regulations Will Weaken Coverage, Harm States, and Strain Health Care System,”
(Center on Budget and Policy Priorities, February 13, 2008), available: http://www.cbpp.org/2-13-08health.htm

12 “Governor Rell Announces $1 Million in New Outreach Funding for HUSKY Healthcare,” (Office of the Governor, September 7,
20006) available: http://www.ct.gov/governorrell/cwp/view.asp?rA=2425&0Q=319670




effect, and $25 million over five years."” Fortunately, Congtess has delayed implementation of this new
regulation until June 30, 2008; however, federal lawmakers must take further action to permanently halt
application of this rule.

e Rehabilitative Services.” If implemented, this regulation, which has been delayed until the end of June
2008, would more narrowly define and limit the types of rehabilitative services that can be reimbursed to the
state. Included in this limitation are treatments for beneficiaries with developmental disabilities. Like the
other new rules, the restrictions on federal money for rehabilitative services affect children. If implemented,
the regulation would end federal funding for the Birth to Three program, which provides early intervention
services for young children with developmental delays.”  Connecticut will lose an estimated $4.5 million in
the first year of implementation and a cumulative $22.5 million over five years."

e Graduate Medical Education.” Resulting in a loss of $4 million in the first year and $20 million in a five-
year projection, this regulation would remove federal Medicaid monies for graduate medical education at
teaching hospitals.”® Congtess temporarily delayed implementation of the rule until May 25, 2008.

e Provider Tax Restriction.” In Connecticut, $60 million in federal funds for skilled nursing facilities would
be at risk. While this regulation affects frail elderly Medicaid beneficiaries, it represents a very significant
withdrawal of federal support for Connecticut’s Medicaid program.”’ ‘This rule will be effective April 22,
2008 without Congtressional action.

In addition to the new Medicaid regulations, the administration issued a rule in August 2007 that would
significantly cut funding for thousands of children enrolled in Connecticut’s HUSKY B (SCHIP) program.
SCHIP is the State Children’s Health Insurance Program for uninsured children. In Connecticut, SCHIP
reimburses Connecticut for 65% of the cost the HUSKY B program, which covers uninsured children in families
with incomes over the limit for HUSKY A. CMS issued a “directive” letter to states in August 2007 that would
limit their ability to cover children above 250% of the federal poverty limit* ($44,000 for a family of three). This
new rule would be a direct blow to health coverage for children in Connecticut. Currently, children in families with
incomes between 185% and 300% of the Federal Poverty Level are eligible for HUSKY B coverage with premium
subsidies. The directive would cut off federal SCHIP matching funds for children over 250% of the poverty level,
threatening HUSKY health coverage for approximately 3,500 Connecticut children, unless:

e Atleast 95% of children below 200% of the federal poverty level were already enrolled in either Medicaid or
SCHIP. No state currently meets this goal, and the directive is largely regarded as an attempt to undermine
public health insurance programs.

e The state implements a new policy requiring that children must not have had employer-sponsored insurance
coverage for a full year in order to be eligible for SCHIP coverage. Connecticut currently covers children
under HUSKY B who were uninsured for at least two months. Under the new federal rules, uninsured
children would be forced to go without health coverage for many more months before becoming eligible for
HUSKY B.

13 “The Administration’s Medicaid Regulations: State by State Impacts,” at 23.

1472 Federal Register 45201 (August 13, 2007)

' “The Administration’s Medicaid Regulations: Summaries of State Responses. (United States House Committee on Oversight and
Government Reform, March 2008), at 6 available: http://oversight.house.gov/documents/20080303111518.pdf

16 “The Administration’s Medicaid Regulations: State by State Impacts,” at 22.

1772 Federal Register 28930 (Mary 23, 2007)

18 “The Administration’s Medicaid Regulations: State by State Impacts,” at 19.

1973 Federal Register 9685 (February 22, 2008)

20 “The Administration’s Medicaid Regulations: Summaries of State Responses at 6

2! For more information on August 17 directive, see C. Mann and M. Odeh, “Moving Backward: New Federally Imposed Limits on States’
Ability to Cover Children (Center for Children and Families, Georgetown University Health Policy Institute, August 30, 2007), available:
http://ccf.georgetown.edu/index/moving-backward-new-federally-imposed-limits-on-states-ability-to-cover-




The Directive has been strongly criticized by states, including Connecticut, members of Congress, and is subject of
litigation.” CT Voices for Children estimates that Connecticut stands to lose over $5 million in the first year of
implementation of this directive.”

In their overreach, the regulations suggest a committed effort to roll back Medicaid and SCHIP coverage
for low- and moderate-income families. Given that most of the regulations far overstep initial Congressional
intent, it is apparent that the regulations attempt to move Medicaid from a program of comprehensive care for low-
income beneficiaries with complex health issues, to a commercial insurance market model with wide gaps in
necessary coverage for people with serious and expensive health needs. By restricting certain vital services from
reimbursement and prohibiting use of federal money for outreach to eligible, uninsured children, the administration
weakens both the Medicaid program and the children and families it serves.

Congress must prevent these regulations from coming into effect and place a moratorium on any further harmful
regulations. While Congress need not approve administrative regulations, it does retain the power to delay or alter
such regulations through legislative action, if they overstep or contradict original Congressional intent. A number
of the regulations have already been postponed by an act of Congress.” Unfortunately, however, without further
action to permanently reverse the regulations, they all will be implemented by the summer of 2008. Given the
number and rapidity with which harmful new regulations have been published by the Department of Health and
Human Services in the past year, it is also critical that Congress enact a moratorium not only on the existing
regulations, but also to other potential harmful regulations. Connecticut and the other states simply cannot afford
for the regulations to be fully implemented, as they would represent a damaging blow to the Medicaid program,
strain our increasingly tight state budget, and potentially eliminate or delay health coverage for thousands of
Connecticut children. Given Connecticut’s state budget woes, reductions in services would be a very real possibility
if the state were unable to make up for the nearly half-billion dollars in federal funds lost over the next five years.

22 State of New Jersey v. US Department of Health and Human Services, DN J., October 1, 2007); _Uaz‘e of New York et al. v. UJ Depmfmem‘ of
Health and Human Services, (S.D.N.Y., October 4, 2007), available: : .
23 CT Voices calculation is based on the estimate of 3,500 children above 250% of FPL, see. C. Proctor, C. Poitras “Health Insurance
Threshold Reset; New U.S. Rules Could Cut State Subsidized Coverage for Some Kids” (The Hartford Courant, August 28, 2007). The
3,500 affected children cost approximately $200 per month for a total of $8,400,000. Connecticut receives a reimbursement of $.65 for
each dollar spent on SCHIP. Therefore, with these assumptions, Connecticut stands to lose about $5,460,000 in federal SCHIP money as a
result of this directive.

24 The rule limiting payment for Graduate Medical Education was postponed by sec. 7002 of P.L.. 110-28. Rules limiting reimbutsement on
rehabilitative services and school outreach were delayed by sec. 206 of PL 110-173.




