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Introduction

States with a significant American Indian and Alaskan Native (AI/AN)
population will want to pay special attention to plans recently announced by the
Centers for Medicare & Medicaid Services (CMS) to increase the range of
Medicaid services furnished by Indian Health Services (IHS) eligible for 100
percent federal match. Where Medicaid-eligible AI/ANs receive services through
an [HS facility, the federal matching rate is 100 percent and the state pays no
share of the cost. Accordingly, as discussed below, CMS’ proposal will
effectively reduce states’ cost for Medicaid expansion and buffer the impending
decrease in the federal matching rate for newly eligible adults after 2016.

This report is the fifth in a series prepared by the Robert Wood Johnson
Foundation’s State Health Reform Assistance Network exploring the fiscal
implications of Medicaid expansion. The first two reports explored state budget
savings and revenue gains associated with expansion;! the third reviewed the
impact on uncompensated care spending and related state budget implications;?
and the fourth considered the ways in which Medicaid expansion may reduce
states’ criminal justice costs. This paper examines proposed rules that offer states
additional federal funding for Medicaid services to American Indians and
Alaskan Natives.

Federal funding in the Medicaid program

Under the Affordable Care Act (ACA), states that determine to expand their
Medicaid programs to all adults with incomes below 138 percent of the federal
poverty level receive 100 percent matching funds (FMAP) through 2016 for
these newly eligible adults. In 2017, the matching rate decreases to 95 percent,
decreasing further over time and leveling off at 90 percent in 2020 and
thereafter.

However, for American Indians and Alaskan Natives within the newly eligible
group,’ the federal government covers 100 percent of the costs for certain
Medicaid services received through the Indian Health Service.* Eligible IHS
facilities include those operated directly by the THS as well as those operated by
an Indian Tribe or Tribal Organization.
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Notably, the full federal match rate applies to IHS services for both the
expansion and pre-expansion Medicaid populations and does not decrease
over time. Thus, the proposal to expand the AI/AN services for which
states may claim 100 percent federal funding will provide an economic
benefit to states with respect to both newly eligible adults as well as
previously eligible populations.

Proposed changes: federal government to fully fund
additional services for American Indians and Alaskan
Natives

Under current rules, the 100 percent federal match rate only applies to
“facility services,” meaning the set of services that are (or could be)
furnished directly by an IHS facility. CMS issued a Request for Comment®
in October 2015 stating that the agency is “strongly considering”
significant changes to the funding rules that would further shift THS-
related Medicaid costs from states to the federal government.

Under the proposed rule, the 100 percent federal match rate would apply
to any service that an IHS facility is authorized to provide under the state
Medicaid plan. This definition includes several non-facility services that
were not previously eligible, most notably transportation services.
Emergency and non-emergency transportation is vital in ensuring access to
needed services,® particularly in the remote areas where many American
Indians and Alaskan Natives live.

The services eligible for the 100 percent federal match can be offered by
the facility itself, by its employees, or by a contractual agent, as long as the
Medicaid beneficiary is served as a patient of the IHS facility.” Urban
Indian Health Programs may participate as contractual agents of an IHS
facility, even though they are not directly eligible for the full match for
their direct services.

As a result of these changes, IHS facilities may contract with third parties to
provide services that are covered by the state plan but are not offered by the
IHS facility. Examples include personal care, home health, and certain waiver
services. Where the services provided are not within the facility’s IHS benefit,
the services will be paid at state plan rates rather than at the THS facility rate,
but in either case the state will receive 100 percent federal match.

Finally, noting that the current CMS policy was designed for Medicaid
fee-for-service, CMS proposes to permit states to claim 100 percent federal
match for the portion of the capitation payment representing services
provided to AI/ANs through an IHS facility.

Conclusion

As a result of the proposed federal rule, states will be able to maintain or
increase Medicaid services to American Indians and Alaskan Natives at no
additional cost. States that expand their Medicaid programs will enjoy full
federal matching for this subset of beneficiaries, even as the federal match
declines for the general population starting in 2016. By funding the full
cost of THS services, the federal government supports two vulnerable
populations at once: states can better meet the needs of American Indians
and Alaskan Natives, while also relying on federal support to expand their
Medicaid programs for the benefit of all their low-income residents.
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STATES WITH LARGE AMERICAN
INDIAN AND ALASKAN NATIVE
POPULATIONS WILL REAP THE

LARGEST BENEFIT

The increased federal funding is
particularly helpful in states with a
large number of Medicaid-eligible
American Indian and Alaskan Native
(AI/AN) people. The table below lists
the 15 states where the nonelderly
population (ages 0 to 64) has the

highest proportion of AI/AN
individuals. Under Medicaid

expansion, nonelderly people are
eligible if their income falls below 138
percent of the federal poverty level.

A A

Alaska 14.6%
New Mexico 10.1%
South Dakota 9.1%
Oklahoma 7.3%
Montana 6.9%
North Dakota 5.3%
Arizona 4.6%
Wyoming 2.5%
Washington 1.5%
Oregon 1.4%
Idaho 1.3%
North Carolina 1.2%
Utah 1.1%
Minnesota 1.1%
Nevada 1.1%

(States highlighted in red have not yet
expanded their Medicaid programs)
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