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Mary Thornton & Associates, Inc.
Behavioral

Health
Collaborative

Solutions

AfcMft BHC8
Are You 'Audit Proof"?

nurtwr OenwHan D o w n lo a d  th e s e  Im p o r ta n t a n d  tim e ly  a r tic le s  b y  M a ry

Protecting Yourself from an Adverse Federal Audit: Mary Thornton,

OIG Work Plan for Fraud and Abuse Focuses on Behavioral Hearth: Mary 
Thornton, 2005

Mary Thornton & Associates, Inc. (MTA) is a healthcare consulting firm that 
specializes in operational solutions for behavioral health organizations nationwide. 
Recently M T A  has focused on the revenue cycle within organizations that are 
undergoing significant change or need to reorganize and refocus management and 
staff attention on the development of diversified revenue sources. Using the 
organization's current revenue cycle as a baseline, M T A  assists organizations to:

♦ Reduce the time from client referral to cash receipts;
♦ Redirect staff efforts towards billable activities with a focus on 

increasing quality of care
♦ Increase staff productivity
♦ Implement internal controls on revenue generation to ensure 

compliance with regulation and law
♦ Develop efficient and effective third party billing and reimbursement 

departments
♦ Implement practice management techniques that enhance service 

delivery' and revenue generation focusing on the individual practices of 
different employee groups - medical staff, clinical staff, community- 
based workers

♦ Train staff on a variety of subjects that increase the power of the 
revenue cycle to positively impact the organization’s bottom line 
including -  marketing, corporate compliance, practice management; 
third party billing and reimbursement with a specialty in the federal 
health care programs, mental health rehabilitation services including 
delivery systems, documentation, service fidelity

♦ Increase the effectiveness of senior management in their work to 
develop flexible, strong, and financially viable organizations.

M T A  believes that behavioral health can effectively use tools developed by the 
larger business community to implement a strong business-focused infrastructure. 
These infrastructures can better support the implementation of best practices, 
clinical models and the continuing innovation which are critical to behavioral health's 
future. MTA-also believes that management needs to refocus their attention on 
payer requirements and regulations and to use those rules to support revenue 
maximisation in a high quality environment

Mary Thornton, BSRN, MBA, is the president of M T A  and its founder. She is a 
talented and engaging consultant and trainer with significant expertise in mental 
health rehabilitation reimbursement systems, medical necessity and documentation, 
coding and reimbursement, and corporate compliance in behavioral healthcare. She 
combines a Bachelor's in Nursing with an MBA to assist behavioral healthcare 
service systems and providers in designing efficient, high quality services and 
programs. Ms. Thornton was a member of the consulting teams that assisted in the 
conversion to rehabilitation option for the states of Illinois, Georg Id, Connecticut,



and 8m OMrict of Columbia. She e ta s also the toad consultant on convlance 
iaauaa lor (he stela 0# Ohio in its SOQtC project daaignad to fcrthar operational 
efficiency through atandardzed documentation and training in madfcal naoaaaity 
and rahabHabon option aandcaa. Ms. Thornton is the author of a number of 
publications on corporate compliance including A h e a d  o f tee Game; C o rp o ra tio n  

C o m p lia n c e  fo r  B e h a v io ra l H e a lth  a n d on HIPAA including the T h e  H IP A A  

H a n d b o o k : W h a t C o m m u n ity  B e h a v io ra l H e a lth c a re  O rg a n iz a tio n s  N e e d to K n o w  

a b o u t H IP A A . These books and others were published by the National Council of 
Community Behavioral Healthcare. Ms. Thom ton is also published in a number of 
behavioral healthcare journals where she contributes articles on compliance, codtog 
and reimbursement, HIPAA, and other topics. She is also a nationally recognized 
trainer and a featured speaker for many state and national associations of provider 
agencies.

To contact Mary T h o rn to n  4  A s s o c ia te s , In c  directly, please call or e-mail:

Phone:617-730-5800 A  A •
Email: Mary Thornton - MThomtpQamafYthQrntpn.com f l y l  I  ■ ■

Migrate ilit 1 nuiwn i»(

•• -m - : ■ . hjfi ■.. ••si ■ ■■cs.v ■ . ,11

Nmut BHCSI HnmaJmt I MIS. Inc. I PartanDennison SAiaodalas I Slayton ConauMna LLC

, ,
|xj Startle Id Technologies, Inc.



Sponsored by:
Alaska Behavioral Health Association & 

Alaska Association of Homes for Children

Medicaid

^SBPSV"-" ' 7

Behavioral Health 
Services

T h e  N e w  M e d i c a i d  E n v i r o n m e n t  

P r e s e n t e d  b y  M a r y  T h o r n t o n

S h a r e d  c o s t  f e d e r a l  a n d  s t a t e

T w o  o p i n i o n s  o n  q u a l i t y  a n d  c o n t e n t  o f  

s e r v i c e s

G r e a t e r  e m p h a s i s  r i g h t  n o w  a t  f e d e r a l  

l e v e l  o n  c o s t  s a v i n g s

-  N a r r o w e r  d e f i n i t i o n s

-  M e d i c a l  m o d e !  -  h e a l t h  v s .  w e l l n e s s



Among the Federal Frustrations 
with Medicaid

•  F r a u d  e f f o r t s  a r e  u n e v e n

- Laws do not exist to prosecute as Feds would like
- Investment in investigating arms is inadequate given 

the risk
- Rules are different in each state making national 

coverage decisions and enforcement appear to be 
difficult

- Providers implementation of compliance efforts 
appear to be inadequate given audit findings

- “Medicaiding" services and other financing schemes

I. New Auditors

•  N e w  l a n d s c a p e  i n  f e d e r a l  o v e r s i g h t  a n d  

p r o v i d e r  r e q u i r e m e n t s

•  P E R M :  s t a t e  f o c u s

•  D R A :  s t a t e  a n d  p r o v i d e r  f o c u s

•  R A C :  b o u n t y  h u n t e r s

•  I n c r e a s e  p r e s s u r e  o n  s t a t e s  t o  i n c r e a s e  

p r o g r a m  i n t e g r i t y  a c t i v i t i e s
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1. Funding greatly 
different by state.
2. Usually 
significant return 
on investment
3. Provider focus.
4. Usually state 
attorney general.

1. Going 
nationwide by 2010
2. Tax Relief and 
Health Care Act
3. ‘bounty hunters 
on contingency'

1. Vary by state 
2 Some fall­
backs-usually no 
extrapolation.
3. took at state 
and provider.

1. AudHof providers—state 
must require 
payback-only 
appeal is by stale
2. AudK and report 
card to state about 
program integrity-

2. Medical 
necessity, elgible 
tor Caid, correct 
daim
3. Provider 
focused
4. Error rates 
>2.5% to
Congress___

Providers
Be dear who is asking for what

Perm Audits OKI AudRs

1. OfG workplan 
2 Lott more 
money for Caid

Watch kx state activity

1. Often under 
funded.
2. No dear 
guidelines re: 
referrals - differ by 
states.
3. Referrals out to 
MCFU'S differ 
greatly by state
Provider focus

RAC Auditors

In about 10 states these functions 
being centralizetisunder a Medicaid 

Inspector General
State False Claims Acts

Watch FCA and internal culture
Pay back when you Itnd errors
Self-disclosure - if necessary

Integrity Program

Federal Oversight/ Error 
Rates, Required 

Paybacks, Report Cards
ORA Whistlsblowsr 

provisions



II. New Rules

•  S e e  t h e  a t t a c h e d  NY Times a r t i c l e

•  R e h a b  R u l e

•  C M  R u l e

•  E v i d e n c e - b a s e d  P r a c t i c e s :  C M S  e n c y c l i c a l

Expected Outcome: Rehab Rule

•  1 5 0 m m  i n  s a v i n g s  i n  2 0 0 8

•  2 . 2  b i l l i o n  i s  s a v i n g s  f r o m  2 0 0 8  t o  2 0 1 2

•  P r i m a r y  s a v i n g s  t o  c o m e  f r o m  M e d i c a i d  

n o t  p a y i n g  f o r  i n a p p r o p r i a t e  s e r v i c e s  a n d  

s e r v i c e s  t h a t  a r e  “ i n t r i n s i c ”  t o  o t h e r  

s e r v i c e s  a n d  a l r e a d y  b e i n g  p a i d  f o r  b y  

a n o t h e r  p a r t y
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Proposed Savings: Case 
Management Services

•  C u r r e n t  c o s t s :  2 0 0 6  -  $ 2 . 8 4  b i l l i o n

•  1 . 2 8  b i l l i o n  o v e r  4  y e a r s

•  . 3 7  b i l l i o n  i n  a d d i t i o n a l  c o s t s  a s  p r o g r a m s  

i n  w h i c h  c a s e  m a n a g e m e n t  i s  s e e n  a s  a n  

i n t e g r a l  p a r t  t a k e  o n  t h e i r  r e s p o n s i b i l i t i e s

•  N e t  8 0 0 , 0 0 0 , 0 0 0  +  i n  p o t e n t i a l  s a v i n g s

Changes
Non-covered services:
- Services that provided by non-medical program either as a 
benefit or as an administrative activity (e.g. case 
management), including services that arelntrinsic elements 
of programs other than Medicaid.

• Therapeutic foster care
• Packaged services furnished by foster care or child care institutions 

for a foster child
• Adoption, family preservation, family reunification
• Routine supervision and non-medical support by teacher’s aides

- Habilitation services: individuals with mental retardation or 
related conditions

- Recreational or social activities
-  Services provided to inmates
- Services to residents of IMDs (Institutions for Mental 
Diseases)

- Room and board
1 eligible
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Case Management Defined

D i r e c t  a s s i s t a n c e  i n  g a i n i n g  a c c e s s  t o  

s e r v i c e s

“ I n  t h e  c o n t e x t  o f  t h i s  r e g u l a t i o n ,  i t  i s  t h e  

i n d i v i d u a l ’s  a c c e s s  t o  c a r e  a n d  s e r v i c e s  

t h a t  i s  t h e  s u b j e c t  o f  t h i s  m a n a g e m e n t  -  

n o t  t h e  i n d i v i d u a l . ”

R e d e f i n e d  i n  D e f i c i t  R e d u c t i o n  A c t  - i t  w a s  

e f f e c t i v e  a s  o f  J a n u a r y  1 ,  2 0 0 6 .

Case Management and Targeted 
Case Management (TCM)

N e w  d e f i n i t i o n :

-  A s s e s s m e n t  

- T r e a t m e n t  p l a n n i n g

-  R e f e r r a l  a n d  r e f e r r a l  r e l a t e d  a c t i v i t i e s

-  E v a l u a t i o n  a n d  m o n i t o r i n g  o f  p l a n

___



Case Management and TCM

N o  m o n i t o r i n g  a n d  o v e r s i g h t  o f  c l i e n t  

a c t i v i t i e s

N o  s u p p l y i n g  s e r v i c e s  w h i c h  a r e  o r d e r e d  

i n  t h e  u n d e r l y i n g  t r e a t m e n t  p l a n

Excerpt: *CMS and The Evidence- 
Based Practices

F a m i l y  P s y c h o e c i u c a t i o n :

• “consultation with other family members can be a necessary 
part of planning and providing care to patients in need of 
psychiatric services. Consultation can, however, devolve to a 
point where it becomes a means of treating others rather 
than, or in addition to, the primary recipient. Medicaid would 
not reimburse for services provided to ineligible family 
members for treatment of their problems not related to the 
treatment of the Medicaid patient. In addition, Medicaid would 
not reimburse for family psychoeducation classes unless 
tailored specifically toward the Medicaid beneficiary."

• Definition CM and Rehab confirm this as well

, •. • v-

"Center for Medicare & Medicaid Services
<- *2C'

>1. “c - A
13



Excerpt: *CMS and The Evidence- 
Based Practices

S u p p o r t e d  E m p l o y m e n t :

-  Medicaid is statutorily excluded from the provision of 
vocational services.
“Therefore, under the State Plan, Medicaid cannot pay 
for the employment of an individual. Similarly, payment 
may not be made for employment assessments or 
ongoing support to maintain employment (emphasis 
added) except under an HCBS waiver. However, 
Medicaid can pay for the medical services that enable 
an individual to function in the workplace.”

. Creating Silos

B r a i d i n g  n o t  i n t e g r a t i n g

E s t a b l i s h i n g  s e p a r a t e n e s s  o f  s y s t e m s  

n e w  C M  r u l e

-  C h i l d  W e l f a r e

-  P r o b a t i o n / P a r o l e  

- S c h o o l :  m o r e  l i m i t e d

.**'• .* V f  V  • . . ,  v- •/ V   W; c-n ffc

-  i n
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•  I n t e g r a l  c o m p o n e n t s / d u p l i c a t e  s e r v i c e s :

-  F o s t e r  C a r e :  i n c l u d e s  c a s e  p l a n n i n g ,  c a s e  

m a n a g e m e n t  a c t i v i t i e s

- •  C h i l d  W e l f a r e / P r o t e c t i v e  s e r v i c e s :  i n c l u d e s  f o r  

s o m e  c h i l d r e n  u n d e r  p r o t e c t i v e  o r d e r s  s a m e  a s  

a b o v e  -  c h i l d  w e l f a r e  s e r v i c e s  a r e  c o n s i d e r e d  t o  

b e  t h e  “ d i r e c t  s e r v i c e s ”  o f  t h e  C W  s y s t e m  a n d  

n o t  M e d i c a i d  C M

• This includes a prohibition on 
CW system who are providing 
are fulfilling the obligations of the

C a s e  M a n a g e m e n t  S i l o

Case Management Silo

I n t e g r a l  c o m p o n e n t s / d u p l i c a t e  s e r v i c e s :

-  P a r o l e  a n d  P r o b a t i o n :  f u n c t i o n s  e x i s t  

i n d e p e n d e n t  o f  t h e  M e d i c a i d  p r o g r a m

• No parole officers or contractors of the justice 
system for TCM

• No services that are in effect part of the 
administration of the State’s parole or probation 
system



•  I n t e g r a l  c o m p o n e n t s / d u p l i c a t e  s e r v i c e s :

-  P u b l i c  G u a r d i a n s h i p

• State or locally administered and independent of 
the Medicaid program

• You can assist decision-makers but you are not 
the decision-maker

• Cannot replace the function or fund the function
• My opinion: this includes rep payee work

C a s e  M a n a g e m e n t  S i l o

Case Management Silo
•  I n t e g r a l  c o m p o n e n t s / d u p l i c a t e  s e r v i c e s :

-  S p e c i a l  E d u c a t i o n

• Exception made for CM and other services ordered under 
an IEP or IFSP -  case manager must be Medicaid eligible 
provider.

• IFSP requires a service coordinator from the beginning if 
the infant or toddler ias a disability -  these can be 
Medicaid CM/TCM services

• Cannot cover administrative functions under the 
Individuals with Disabilities Education Act (IDEA), e.g. 
calling meetings, reports, writing plan



•  E x c l u s i v e  B e n e f i t :  F a m i l y  T r e a t m e n t

•  S p e c i f i c  a n d  e f f e c t i v e  t r e a t m e n t :  P a r e n t i n g

•  M e d i c a l  n e c e s s i t y :  R e c o v e r y  G o a l s ?

•  I M D  I s s u e s

IMD (Institutions of Mental 
Diseases) Defined

S e c t i o n  1 9 0 5 ( i )  o f  t h e  S o c i a l  S e c u r i t y  A c t  ( A c t )  
a n d  4 2  C o d e  o f  F e d e r a l  R e g u l a t i o n s  ( C F R )

S  4 3 5 . 1 0 0 9  d e f i n e  a n  I M D  a s  a  h o s p i t a l ,  r . u r s i n g  
f a c i l i t y ,  o r  o t h e r  i n s t i t u t i o n  o f  m o r e  t h a n  1 6  b e d s  
t h a t  i s  p r i m a r i l y  e n g a g e d  i n  p r o v i d i n g  d i a g n o s i s ,  
t r e a t m e n t ,  o r  c a r e  o f  p e r s o n s  w i t h  m e n t a l  
d i s e a s e s ,  i n c l u d i n g  m e d i c a l  a t t e n t i o n ,  n u r s i n g  
c a r e ,  a n d  r e l a t e d  s e r v i c e s .  P s y c h i a t r i c  h o s p i t a l s  
( i n c l u d i n g  S t a t e - o p e r a t e d  a n d  p r i v a t e  p s y c h i a t r i c  
h o s p i t a l s )  a n d  i n p a t i e n t  p s y c h i a t r i c  r e s i d e n t i a l  
t r e a t m e n t  f a c i l i t i e s  w i t h  m o r e  t h a n  1 6  b e d s  a r e  
I M D s .



Medicaid Funding

R e g u l a t i o n s  f o u n d  a t  4 2  C F R  § §  4 3 5 . 1 0 0 8  

a n d  4 4 1 . 1 3  p r e c l u d e  p a y i n g  F F P  ( f e d e r a l  

f i n a n c i a l  p a r t i c i p a t i o n )  f o r  a n y  s e r v i c e s  t o  

r e s i d e n t s  u n d e r  t h e  a g e  o f  6 5  w h o  a r e  i n  

a n  I M D ,  e x c e p t  f o r  i n p a t i e n t  p s y c h i a t r i c  

s e r v i c e s  p r o v i d e d  t o  i n d i v i d u a l s  u n d e r  t h e  

a g e  o f  2 1  a n d  i n  s o m e  i n s t a n c e s  t h o s e  

u n d e r  t h e  a g e  o f  2 2 .

Medicaid Funding

M e d i c a i d  w i l l  p a y  p e r  d i e m s  f o r  r o o m  a n d  

b o a r d  o n l y  f o r  t h o s e  i n p a t i e n t  p s y c h

f a c i l i t i e s  t h a t  a r e  P R T F s .

-  C e r t a i n  s t a f f i n g  a n d  f a c i l i t y  r e q u i r e m e n t s

-  L i c e n s i n g

-  J C A H O  a c c r e o i t a t i o n

•  R e s i d e n t i a l  t r e a t m e n t  r a t e  s e t t i n g  

c o n c e r n s  -  h o w  d e v e l o p e d ,  i s  r o o m  a n d  

b o a r d  s u f f i c i e n t l y  c o v e r e d  b y  o t h e r  f u n d s .



Virginia/New York

•  M e d i c a i d  e x c e p t i o n  f o r  2 1  a n d  u n d e r  i s  f o r  
i n p a t i e n t  p s y c h i a t r i c  s e r v i c e s  o n l y  -  n o t  o t h e r  
m e d i c a l  o r  d e n t a ’ s e r v i c e s

•  N Y  A p p e l l a t e  C o u r t  s e e m  t o  s u g g e s t  l e n i e n c y  i n  
a p p l i c a t i o n  o f  t h i s  r u l e  b y  s u g g e s t i n g  a u d i t o r s  
c o u l d  h a v e  d e n i e d  a l l  n o n - p s y c h i a t r i c  s e r v i c e s  
p r o v i d e d  i n  t h e  h o s p i t a l  b u t  i n s t e a d  c h o s e  t o  
d e n y  o n l y  t h o s e  o u t s i d e  o f  h o s p i t a l

Georgia: Child Caring vs. RTC vs.
IPRT

•  D e v e l o p e d  s e t  o f  g u i d e l i n e s  f o r  c h i l d r e n ’ s  

p r o v i d e r s

•  L a s t  e d i t  i n  J u l y  2 0 0 7

•  B a s e d  o n  t h e i r  r e a d i n g  o f  d i s t i n c t  p a r t  

h o s p i t a l  g u i d a n c e ,  n u r s i n g  f a c i l i t y  

g u i d a n c e ,  t h e  e x p e r i e n c e  o f  I l l i n o i s

•  M a n y  a n d  b i g  d i s c l a i m e r s  -  n o  g u a r a n t e e



V. Financial/Payment 
Issues

•  U n b u n d l i n g

Payment: Case Management
• “a state cannot employ a methodology or rate that results 
in payment for a bundle of services"
-  Per diem- no
-  Monthly-no
-  Weekly no

• Why: paying for anticipated not actual services; requires a 
great deal of federal oversight to make sure the bundled 
rate is reasonable.

• Yes to: 15 minute or less units of service -  do understand 
that many case management activities are very brief.
-  Not clear if a rounding convention must be used or if minutes can

be counted or if anything that is 15 minutes or less is ok.
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What Needs to be Done

A w a r e n e s s  a t  s t a t e  l e v e l  o f  p o t e n t i a l  

i m p a c t

-  P r o a c t i v e  c h a n g e  

P r o v i d e r  s u p p o r t :

-  R e w r i t i n g  m a n u a l s

- T e c h n i c a l  a s s i s t a n c e :  C o m p l i a n c e ,  S e r v i c e  

D e l i v e r y ,  D o c u m e n t a t i o n

L e g i s l a t i v e  a d v o c a c y



February  2 4 , 2 0 0 8
G o v e r n o r s  o f  B o t h  P a r t ie s  O p p o s e  M e d ic a id  R u le s

Bv ROBERT PEAR
W ASHINGTON —  Governors o f both parties strongly objected on Saturday to a half-dozen new federal Medicaid 
regulations that thev said would shift billions of dollars in costs to the states, forcing them to consider cutbacks in services.

The rules, scheduled to take effect in the next few months, would reduce federal payments for public hospitals, teaching 
hospitals and services for the disabled, among others.

State officials voiced their concerns as they arrived here for the winter meeting of the National Governors Association.

Federal health officials said the new rules were needed to end creative financing techniques that states had used to obtain 
excessive amounts of federal Medicaid money.

But governors said the Bush administration was unilaterally reshaping Medicaid in ways that would harm some of their 
most vulnerable citizens. Moreover, they said, the rules are taking effect at a time when the national economic slowdown is 
cutting into state tax revenues.

‘ Governors strongly oppose the changes," said Gov. Jim Douglas of Vermont, a Republican who is chairman of the 
association’s Health and Human Services Committee. “The tim ing could not be worse."

One of the rules would ban the use o f federal Medicaid money to help pay for the training o f doctors, a use that has been 
allowed since the inception o f Medicaid more than 40 years ago. Another would set new lim its on Medicaid payments to 
hospitals and nursing homes operated by states, cities, counties and other units of government.

A th ird rule would lim it Medicaid coverage o f rehabilitation services for people with disabilities, including serious mental
illnesses.

Federal officials estimate that the rules w ill save the federal government $ 15 billion over five years. But that figure may be 
low. California alone says it could lose $ 12 billion over five years.

Congress delayed some of the rules last year, but they w ill soon take effect unless Congress intervenes again.

Gov. Arnold Schwarzenegger o f California, a Republican, said the rule changes “would effectively end the federal 
government's participation in many crucial components of the Medicaid program.”

Dr. Rhonda M. Medows, commissioner of the Georgia Department of Community Health, said: “We understand the need 
lor financial safeguards, but these rules, taken together, would have a tremendous adverse impact. They would undermine 
the health care safety net for the entire state of Georgia, reducing federal Medicaid payments for hospitals, nursing homes
and school clinics.”

The National Conference of State Legislatures joined governors in criticizing what it described as “the regulatory activism" 
displayed in the new rules.

The federal government and the states share the cost of M .dicaid, which provides health insurance to more than 60 m illion 
iow-income people, including 30 m illion children.

Dennis G. Smith, director o f the federal Center for Medicaid and State Operations, said the rules were needed to “protect 
the fiscal integrity of the Medicaid program.” Since 2 0 0 3 , he said, federal officials have persuaded 30 states to end 
“questionable Medicaid financing arrangements.” The purpose of such arrangements is to maximize the use of federal 
money while holding down the use of state and local revenue.

.Although the most blatant problems have been corrected, the administration says, many states still use federal Medicaid 
money for purposes unrelated to Medicaid.

“We believe that paving for graduate medical education is outside the scope of Medicaid’s role, which is to provide medical 
care to low-income people,” Mr. Smith said. “There is no explicit authorization under the Medicaid statute to subsidize the 
training of physicians."

Robert M. Dickler, chief health care officer at the Association of American Medical Colleges, said, “I t ’s a little surprising 
that the federal government would just now discover that there’s no legal basis for the Medicaid payments it's been making 
for medical education since 1965 .”

Stan Rosenstein, the Medicaid director in California, said the payments were justified because “ interns and residents 
provide a tremendous amount of care to Medicaid beneficiaries."
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The federal government says this rule would save $1 .8 billion over five years. But New York, which trains 15 percent of the 
nation’s doctors, says it would lose more than that alone. State officials are also concerned about a rule that would 
eliminate federal contributions for a whole category o f public sperding on health care for the poor —  specifically, spending



fcv autonomous units o f load government like the Denver Heahh and Hospital Authority.

“As a result o f this rale, we w ill lose $6 0 m illion a year,” said Dr. Patricia A. Gabow, chief executive o f the Denver agency, 
which operates a 477-bed public hospital, the city’s public health department and its ambulance service. “We were part of 
the city government for more than 13 0 years. In 1997 , we became an independent governmental entity, but we don’t have 
taxing authority. So we don’t qualify as a public provider, and we can’t draw down critica lly important subsidies for services 
we provide to the entire community.”

Larry S. Gage, president o f the National Association o f Public Hospitals, said the rule’s importance went far beyond 
Medicaid because it would compromise the ability of public hospitals to provide vital services like trauma care and burn 
treatment.

New York City Health and Hospitals Corporation, the largest municipal health care system in the country, which gets 60 
percent of its budget from Medicaid, said the rules would have “a potentially devastating impact” and could force cutbacks 
in services.

A  group of 17 states, including Connecticut, Michigan and New Jersey, told the administration that the new restrictions 
were “simply awful public policy." Senators Jeff Bingaman. Democrat of New Mexico, and Elizaheth Dole. Republican of 
North Carolina, are fighting the rule on public hospitals.

The rule “would have a devastating effect on North Carolina’s Medicaid system, costing our hospitals hundreds of millions 
of dollars annually,” Mrs. Dole said.

The Medicaid rules were overshadowed last year by a battle over insurance for children.

“We can have a legitimate discussion about expanding the Children’s Health Insurance Program,” said Governor Douglas of 
Vermont. “But the Medicaid rules are different. They renege on commitments already made.”

In Vermont, Mr. Douglas said, “we’ve come to rely on Medicaid to help pay for special education and other services to 
children with disabilities.”

Medicaid is a crucial part o f the foundation on which many states were planning to build coverage for the uninsured.

Deborah S. Bachrach, a deputy commissioner in the New York State Health Department, said, “The new Medicaid rales 
make it d ifficu lt to pay for current programs and nearly impossible to expand coverage to all.”


