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Government Provider Cost Limit Regulation – Imposes new
restrictions on payments to providers operated by units of
government and clarifies that those entities involved in the
financing of the non- federal share of Medicaid payments must
meet a restrictive new definition of unit of government.

This regulation would adversely impact safety net hospitals.
Additionally, the proposed rule oversteps statutory authority by
redefining what constitutes a unit of government that may
permissibly fund the non-federal share of Medicaid payments.
This rule is estimated to result in $120 million in savings during
FY 2007 and $3.87 billion in savings over five years according to
CMS.

Congress acted to delay the effective date of this regulation to
May 25, 2008. Additional Congressional action is needed to
withdraw these regulations or extend the moratorium.
Eliminating Medicaid Reimbursement for Graduate Medical
Education (GME) – The CMS proposal would no longer allow
Medicaid funding to be used for GME.
Congress acted to delay the effective date of the regulations to
May 25, 2008. Additional Congressional action is needed to
withdraw these regulations or extend the moratorium.

Health Care Provider Tax – The proposed CMS rule would
redefine permissible provider taxes and it would give CMS broad
new authority to approve or disapprove health care provider taxes.
The rule would allow CMS to find a violation in virtually any
situation in which it subjectively believes that linkages exist
between provider tax revenues and Medicaid payments, grants, or
other monetary benefits to taxed providers.

It is of critical importance for Medicaid to continue its
commitment to help train our future doctors and to pay for
Medicaid services provided by residents. Today, Medicaid
provides financial support to facilities that train medical residents.
These teaching hospitals are essential to maintain our supply of
new physicians. The proposed CMS regulation would simply
allow the federal government to walk away from this important
commitment to the crucial services provided by teaching hospitals
across the country. This rule is estimated to reduce Federal
Medicaid outlays by $140 million in FY 2008, and $1.8 billion
over five years according to CMS.
The health care provider tax has long been a finance mechanism
available to states as clarified and approved by Congress since
1991. States have used provider taxes to significantly improve the
quality of, and access to, care in hospitals, nursing homes and
centers for the developmentally disabled. The President’s Budget
did not assume any reduction in Medicaid outlays from redefining
health care provider taxes and it is not clear if this proposed rule
represents what was intended in the Budget.
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Outpatient Hospital and Clinic – CMS seeks to reduce the amount
of funding that states can pay outpatient hospitals and clinics by
restricting costs that can be counted in the upper payment limit,
which is the maximum a state can pay for these services.

This rule would redefine what Medicaid can reimburse under the
hospital outpatient benefit to only include those services Medicare
reimburses through its more restrictive definition of outpatient
hospital services. It should be highlighted that Medicaid and
Medicare serve hugely different populations and procedures
necessary for good health for both populations are not at all
interchangeable. Hospitals would not be reimbursed under the
hospital Medicaid benefit for such things as: hospital based
physician services; routine vision services; annual check-ups;
vaccinations; school-based services; and rehabilitation services.
This rule could impair access to preventive services in hospital
outpatient departments and clinics and, as a consequence, result in
an increased need for treatment of acute conditions in more
expensive inpatient hospital settings. CMS states that, due to a
lack of available data, it cannot estimate the fiscal impact of this
rule, but does "not believe the proposed rule would have
significant economic effects."
This rule change would end federal reimbursement for all
administrative and most transportation services provided by
school employees in the provision of Medicaid eligible services
for children with disabilities. The provision of these services are
required under federal law through the Individuals with
Disabilities Education Act (IDEA). CMS estimates that this
provision would reduce Medicaid expenditures by $3.6 billion
over 5 years.
The rule would redefine a lengthy list of currently eligible
Medicaid rehabilitative services as no longer reimbursable and
could end federal Medicaid funding for: prenatal services,
rehabilitative mental health services, specialty mental health
services, drug and alcohol treatments, adult day health care and
even dialysis services in some states. CMS estimates that these
changes would reduce Medicaid outlays by $2.3 billion over 5
years.

School Based Medicaid Services – Administration and
Transportation – CMS is proposing to eliminate funding for 1)
administrative activities performed by school employees or
contractors or anyone under the control of a public or private
educational institution, and 2) transportation from home to school
and back for school-age children with an individualized education
or family plan.
Rehabilitation Services – CMS seeks to clarify the definition of
rehabilitative services and to determine the difference between
habilitative and rehabilitative services.

