
Department of Human Services

Division of lVledical Services
Lee Frazier, Director
Department of Human Services

Ray Hanley, Director
Division of Medical Sewices



Disclaimer

February 8,2013

The following Medicaid Program Overview booklet, along with similar booklets for other years, was
discovered in late 2012 during the scanning of all Medicaid files and disposal of all physical copies of files
that had been kept beyond the number of years required by law. There was only a single Medicaid
Program Overview booklet found for SFY 1997. lt contains some duplication of similar information,
some of which also appears to have been updated and/or marked for further editing. lt is therefore
likely that some of the information may be erroneous, and Medicaid makes no assertions regarding its
accuracy. However, since it's the only information of its kind available, it has been saved for permanent
electronic archiving to assist in future analysis and understanding of the history of Arkansas' Medicaid
program.
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Medicaid Program Overview

The Medicaid Program is a joint federabstate program that provides for necessary medical
services to eligible persons who would not be able to pay for such services.

Legal Structure and HistorY

. Title XIX of the Social Security Act created grant programs popularly called "Medicaid" in 1965'

. Medicaid enables the provision of medical assistance to families with dependent children and to the

aged, blind or permanently and totally disabled, the Medically Needy, and children under 18 whose

income and resources are insufficient to meet the costs of necessary medical services.

o Medicaid enables the provision of rehabilitation and other services to help these families and

individuals attain or retain the capability for independence or self-care.

. Section 7 of Arkansas Act 280 (1939) and Act 416 (1977) give authority to the State of Arkansas to establish

and maintain a medical care program for the indigent.

. The Deparlment of Human Services is given authority to set forth and administer the rules and

regulations necessary to carry out such a program.

Administration

. Arkansas Medicaid was implemented on January 1, 1970.

r DHS administers the Medicaid Program through the Division of Medical Services (DMS). In addition

to Medicaid, DMS consists of Children's Medical Services and the Office of Long Term Care.

r The program is described in detail in the Arkansas Medicaid State Plan and through forty different

provider manuals.

r The Health Care Financing Administration (HCFA) administers the Medicaid program for the federal

government. HCFA provides federal funding and approves the state plan, ensuring compliance with

extensive federal regulations.

o Program costs are funded {pproximately 74o/" by lederal grant and approximately 26% by state

matcfring funds provided thfough directly appropriated state general revenues, license fees, rebates,

recoveries and the Medicaid Trust Fund.

. Administration costs are furfrded at a 50% rate, with some specialized enhancements funded with

90% federal funds. Administration costs for Arkansas Medicaid as a percentage of the total costs

for Arkansas Medicaid are at a low 3.9%, compared to 5% for the national average and 10% lo 20"/"

{or the average private insurance company.

Recipient eligibility is very narrow and is determined by the DHS Division of County Operations or District

Social Security Offices.

Services provided by private and public providers are in two categories.

. Mandatory Services are those required by the federal government.

o Optional services are those that the state has chosen to provide. Many of these services allow for

recipients to receive care in less costly home or community-based settings. Optional services are

approved in advance by HCFA and are funded at the same level as mandatory services.



Funding

o Funding is shared between the federal government and the states, with the federal government matching
the state share at an authorized rate between 50 and 90 percent, depending on the program. The federal
participation rate is adjusted each year to compensate for changes in the per capita income ofeach state

relative to the nation as a whole.

r Arkansas funds approximately 2"lVo of Arkansas Medicaid program costs; the federal government funds

approximately 73Va. State funds are drawn from directly appropriated state general revenues, license

fees. rebates. recoveries and the Medicaid Trust Fund.

o Administrative costs for Arkansas Medicaid are generally funded 507o by Arkansas and 507o by the

federal government; some specialized enhancements are funded 90Voby the federal government.

Administrative costs as a percentage of the total costs for Arkansas Medicaid hover around 47o,

compared to the national average of 5Vo and the private insurance industry average of 10-2OVo.

Services

Services may be rendered by both private and public providers.

Mandatory Services are required by the federal government.

Optional Services are those which the state has elected to provide. Many of these optional services

enable recipients to receive care in less costly home or community based settings. Optional
services are approved in advance by HCFA and are funded at the same level as mandatory

services.

Freedom of Choice Waivers

r The Primary Care Physician Program has been operational since February 1994. Under this program,

which promotes coordinated care, Medicaid recipients must select a primary care physician (PCP).

o The Family Planning Services Waiver was implemented in September 1997. Under this waiver,
services may be provided to women of childbearing age who have a family income at or below 133Va

of the federal poverty level.

o The ARKids First Waiver was implemented in September 1997 . Under this waiver, services may be

provided to children age l8 and younger whose family incomes are at or below 200Vo of the federal

poverty level. The waiver includes provisions for copayments and coinsurance.
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72203 (501\682-8292
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Medicaid Program Background

Medicaid is a joint federal-state program of medi.cal assistance for eligible individ'uals based on

financial need and/or health status.

Legal Structure and History

r Title XIX of the Social Security Act created grant programs popularly called "Medicaid" in I 965.

Medicaid enables the provision of medical assistance to families with dependent children, to

individuals who are aged, blind or disabled, to the medically needy, and to children under age 18

whose family income and resources are insufficient to meet the costs of necessary medical

services.

Medicaid enables the provision of rehabilitation and other services to assist families and

individuals in attaining and retaining the capability for independence and self-care.

Section 7 of Arkansas Act 280 ( 1 939) and Act 416(1977) gives authority to the State of Arkansas to

establish and maintain a medical care program for the indigent. The Department of Human Services

(DHS) is given authority to set forth and administer the rules and regulations necessary to carry out

such a program.

Administration

Arkansas Medicaid was implemented on January 1, 1910.

DHS administers the Medicaid Program through the Division of Medical Services (DMS).

Arkansas Medicaid is detailed in the Arkansas Medicaid State Plan and through provider manuals.

The Health Care Financing Administration (HCFA) administers the Medicaid Program for the federal

government. HCFA authorizes funding levels and approves each state's State Plan, ensuring

compliance with federal regulations.

EligibilitJ

Recipient eligibility must adhere to certain federal mandates, and is otherwise determined by the DHS

Division of County Operations.

Pregnant women and children at or below 133 percent ofthe federal poverty level are accorded

Medicaid coverage per the Omnibus Budget Reconciliation Act of 1989 (OBRA 1989).

Historically, eligibility for Medicaid had been linked to actual or potential receipt of cash

assistance under the AFDC and SSI programs. With the passage of the Personal Responsibility

and Work Opportunity Act of 1996 (Welfare Reform Bill), the automatic link between AFDC
recipients and their ability to receive Medicaid benefits has been discontinued. However,

transitional emplovment assistance is available.



Services Covered by

Services Mandated by Federal Government:

. Child Health Services (EPSDT - Early
and Periodic Screening, Diagnosis and
Treatment)

r Family Planning
. Federally Qualified Health Centers

(FOHC)
o Home Health
. Hospital, Inpatient and Outpatient

Optional Services Chosen by Arkansas:

. Ambulatory Surgical Center

. Audiology (for EPSDT, under age 21)
o Certified Registered Nurse Anesthetist
. Child Health Management Services

(EPSDT, under age 21)
o Chiropractor
. Dental (EPSDT, under age 21)
. Developmental Day Treatment Clinic

Services
o Domiciliary Care
. DurableMedicalEquipment
. End Stage Renal Disease Services
. Hospice
. Hyperalimentation
. lnpatient Psychiatric (under age 21)
. lnpatient Rehabilitative Hospital
o lntermediate Care Facility for Mentally

Retarded
. Medical Supplies
o Nursing Facility (under age 21)
. OccupationalTherapy,Physical

Therapy, Speech Pathology (EPSDT,
under age 21 )

o Orthotic Appliances and Prosthetic
Devices (EPSDT, under age 21)

o Personal Care

Arkansas Medicaid

a

a

a

a

Lab and X-ray
Nursing Facility (for over age 21)
Nurse Midwife
Nurse Practitioner (family planning &
pediatric)
Physician
Rural Health Clinics

a

a

a

a

Podiatry
Portable X-ray Services
Prescription Drugs
Private Duty Nursing (for ventilator
dependent, allages, and high
technology non-ventilator dependent,
under age 21 )
Psychology Services (EPSDT, under
age 21)
Rehabilitative Services for Persons with
Mental lllness
Rehabilitative Services for Persons with
Physical Disabilities
Respiratory Care (EPSDT, under age
21)
Targeted Case Management (for
pregnant women, recipients age 60 and
over, under age 21 EPSDT recipients,
recipients age 21 and younger and
adults age 22 and older with
developmental disability)
Transportation (public, private/non-prof it,
ambulance)
Ventilator Equipment
Vision Services

Major Benefit Limitations on Services:

o Twelve visits to physicians, clinics and/or hospital outpatient depafiments per state fiscal year.
. Lab and X-ray services limited to total benefit payment of $500 per state fiscal year;

exceptions for EPSDT recipients.
o Three pharmaceutical prescriptions, including refills, per month (family planning prescriptions

not counted against benefit limit; unlimited prescriptions for nursing facility recipients and
EPSDT recipients under age 21); extensions will be considered up to a maximum of six
prescriptions per month for recipients at risk of institutionalization.

. Inpatient hospital days limited to 20 per state fiscal year. Exceptions for EPSDT recipients
and organ transplant patients.

. Co-Pay: Recipients must pay 2O"/" of first day of hospital stay, $1 - $3 of every prescription.

Any and all exceptions to benefit limits are based on medical necessity.

a

a

a

a



MEDICAID ELIGIBLES
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Department of Human Services

Division of Medical Services

Explanation of Aid Calegories:

Supplemental Security Income - growth is due to relaxed disability criteria ior children and

an increase in the number of disabled adults.

Aid to Families with Dependent Children - This aid category has been replaced by TEA,
Transitional Employment Assistance, eff ective July I, 1997

Pregnant Women - children born to mothers under this aid category remain eligible under

this category from birth to age l9 (although the mother's eligibility status rnay change).

accounting fbr steady increase in total number of eligibles.

Medically Needy - Medically Needy are not eligible for public assistance.

Aid to the Aged, Blind and Disabled - increase in this category is due to TEFRA and

ElderChoiccs programs.

Under Age 18 - this category has experienced both increases and decreases due to newborns

changing categories after one year of eligibility as SOBRA Newborn.

Foster Care - increasing caseload is due to emphasis on establishing Title lV-E eligibility.

Qualified Medicare Beneficiary - individuals who are eligible fbr both Medicare

and Medicaid benelits - benefits limited to coverage of Medicare co-payments, premiums

and deductibles - growth in this category is due to outreach effbrts by HCFA and SSA.

Notes: L "Refugees" is another aid category; however, there was only a monthly average of 7 indivi.duals

in this category in SFY97; nothing shows graphically.

2. The total unduplicated number of eligibles per year is higher than what is presented on the bar graph;

the numbers illustrated on the graph are represerrtative of any given month during the year.

Source: Division of Countv Ooerations

Reports and Analysis 1 | l17197

(C: Caseload - Eligibles 2-9-96)



Medicaid Bligibles by County

Month of .Iuly 1997

Crrunly I Eligit,tcsl ,l rrl'Slurc ounty I Eligihlesl %ol'Sru
Arkansas

Ashley
Baxter
Benton
Boone

Bradley
Calhoun

Carroll
Chicot
Clark
Clay
Cleburne

Cleveland
Columbia
Conway

Craighead

Crawford
Crittenden

Cross

Dallas

Desha

Drew
Faulkner
Franklin
Fulton
Garland

Grant
Greene

Hempstead

Hot Spring
Howard
Independence

Izard
Jackson

Jefferson

Johnson

Lafayette

2,664
3,172

2,632

6,346
? )))
I,840

565

1,646
3,369

2,010
t,916
l,889

906

3,491

2,341

7,622

5,1 93

7,594
2,941

r,590
2,959
2,392
4,913
1,619

1,5 r5
8,2r0
l,088
3,546
2,475

3,02s
l,501
1 AL?

1,578

2,847

12,804

2,187

1,522

0.98o/o

t.l6vo
O.960/o

Z, -'t -1'/o

|.l\Vo
0.670/o

0.21o/a

0.607o

1.23o/o

0.74Vo

0.7}Vo

0.69Vo

O.33Vo

l.28Va

0.86a/a

2.79o/o

1.90o/o

2.78Vo

t.080k
O.58o/o

l.08Vo

0.880k

l.80Vo

O.59Vo

0.560/o

3.0tvo
0.407o

1.307o

O.9lVo

l.l lVo

0.55Va

l.26Vo

o.58Vn

|.04Vo

4.69Vo

0.80%

0.56Vo

Lawrence

Lee

Lincoln
Little River
Logan

Lonoke
Madison
Marion
Miller
Mississippi
Monroe
Montgomery
Nevada

Newton
Ouachita

Perry

Phillips
Pike

Poinsett

Polk
Pope

Prairie
Pulaski

Randolph

Saline

Scott

Searcy

Sebastian

Sevier

Sharp

St. Francis

Stone

Union
Van Buren

Washington

White
Woodruff
Yell

Totsl

3,261

I ,861
| 7,11

2,716
3,756

1,226

1,576
5,177

9,127

2,214
821

r,177
1,175

4,499
9r4

8,126
999

3,82r
2,156
s,094
1,022

31,209
2,210
4,184
1,37 |

1,243

9,384
I,313
2,059

6,825
1,4'77

6,388

I,857
8,360

5,476

t,917

2,156

l.02Va

1.207o

0.68Vo

0.497o

l.ffiok
l.38Vo

0.45Vo

0.587a

1.907o

3.357o

O.8l7a

0.300k

0.437o

0.437o

l.65Vo

O.34Vo

2.987o

0.37Vo

l.40Vo

0.79%

1.8'7o/o

O.37Vo

| | .44o/o

0.8lVn

l.53Vc

0.507o

0.460/o

3.440k

0.48Vo

O.757o

2.500h

0.54Vo

2.347o

0.68Vo

3.O6Vo

2.0lok
O.7OVo

O.79Va

272,809

Percent of eligibles utilizing services ranges from 57Vo to 77Vo, with the average for the state being 65go

Source: IM 2414

Department of Human Services
Division of Medical Services

Reports and Analysis llll7/97
(C,MD: Recip,Elig 4-97)



Arkansas Medicai.d Program Benefit Expenditures, SFY97

Hosnital/trledical
Hospital, Inpt & Outpt
Psychiatric Services

Rural/Community Health Centers

Specialized Care Services

Physician Services

Dental Services

Other Practitioners

Lab & X-Ray
EPSDT
Clinical Programs

Emergency Transportation
Non-Emergency Transportation
Case Management

Other Care Services

Other

Contracts

Total H o spitall tr{ edi cal

Prescription Drug

Long Tenn Care

TOTAL $1,347,130,797

Specialized Care Sembes inchde Home Health, Private Duty Nursing, Personal Care, Hospice

Clinical Programs include Maternity Clinics, Family Planning, AmbuLatory Surgical Center

Other Care Semices include Eyeglasses, Hearing Aids, Ventilator, Hyperalimentation, Hemodialysis, Durable Medical Equipment/

Oxygen, Elderchoices Waiver, Developmental Day Clinic Treatment Services, DDS-Non-institutionalization Waiver,

Other Care Crossovers

Aher includes Medicare Crossovers, Medicare Premiwns, Med.icare Part B Deductibles, Third Party Liability Refunds,

Adjustments, Pro gram Claims Adjustments

Medicaid Expenditures, SFY97

Reports and Analysis
lvtT/97

(SFY96Exp,Charts,7-8-96)

$227,269,090
$106,055,667

$5,148,266

$81,765,237

$114,670,323

$9,098,409

$21,037,680

$9,402,312
$27,823,764

$4,342,022

$5,316,611

$9,140,o10

$ 12,535,879

s92,621,356
$58,365,603

$26,948, I 35

$812,140,394

$124,380,596

$4r0,609,807

Department of Human Servtces

Division of Medical Services



Arkansas Medicaid Program Benefit Expenditures, SFY97

Hospital/Medical Expenditures

Contracts

3Vc

Hospital, Inpt &
Outpt
297c

Transportation

2Vo

Clinics/Programs

7Vo

Psychiatric Services

l3Vc

Specialized Care

Services

l07c

-|t
Hosnital/Medical

Hospital,lnpt & Outpt
Psychiatric Services

Specialized Care Services

Physician Services

Other Practitoners

Clinics/Programs

Transportation

Other Care Services

Other

Contracts

Total H ospital/ M e di cal

s227,269,090
$ 106,055,667

$81,765,237

$114,670,323
$30,136,089

$59,8s2,243

$ r 4,4s6,651

$92,621,3s6
$s8,36s,603

$26,948, I 35

$812,140,394

ll-
Notes:

Specializ.ed Care Services include Honte Health Seruices, Private Dutl- Nursing, Personal Care Services, Hospice Services

OtherPractitioners iucludeDentalservices; expendituresfordentolservicescomprise30a/t,of thetotal eqtenditures.forOtherPractitioners

Clinics/Programs include Maternity Clinics, Family Planning, Antbulatorl- Surgical Center, Health Depttrtntent

Communicable Diseases, EPSDT, Case Manag,enlent, Lab & X-Ra,-, Rural/Conurunitt' Health Centers

Other Cctre Servir:es include El,eglasses, Hearing Aids, Ventilator, Hyperalinentatbn, Hentodialysis, Durable Medical Equipment/

Oxtgen, Elderchoices Wcriver, Developmental Dav Clinic Treatnent Sen,ices, DDS-Non-institutionalizcrlionWaiver, Otlrcr Care Crossovers

otherincIudesMedicareCrossrlvers,MedicarePreniwns,MedicarePartBDeductible,Atljustments,Pro5;rantAdtninistratiott,ThirdPart.v

Department of Human Services

Division of Medical Services

Repons and.Analysis
1t /17 t97

(SFY96Exp,Charts,7-8-96)



Unduplicated Recipient Counts and Vendor Payments by Age, SFY97

Vendor Payments Per Recipient by Age

Age 65+

53Vo

Age2l.64

3lVo

Source: HCFA 2082

Department of Human Services

Division of Medical Services

Reports and Analysis llll'7/97
(C,MD: Exp,Recip by Age SFY97)

Recipients by Age

Age 65+

Age2l-64

29o/o Age Under 21

53Vo

Vendor Payments by Age

$435,891,99e

Age 65+

35Vo

Age Under 2l
317o



MEDICAID UNDUPLICATED RECIPIENTS COMPARED TO EXPENDITURBS

4l .30Vt' increase in expenditure per rccipicnt fiom SFY9 I to SFY97

Sonrce: HCFA 2082; Medicaid Budget RePorts

Depanment of Human Services

Division of Medical Services

Reports and Analysis lll17l97
(C,MD: SandY)



MEDICAID STAFFING COMPARED TO PROGRAM EXPENDITURES

35JL"io clecreasc itr nutr-rber of staff per dollat expenditure from StrY9l to SIIY97

Department of Huntan Servtces

Division of Medica.l Services

Reports and Analysis 11117/91

(C,MD: SandY)



PRIMARY CARE PHYSICIAN (PCP) PROGRAM EXPENDITURES, SFY96

PCP PROGRAM ENTITLED CONNECTCARE

Arkansas Medicaidts ConnectCare program enables every eligible recipient to have his or her own primary care

physician. The primary care physician is an advocate for the patient, coordinating care, making referrals when
necessary, and minimizing the need to go to a hospital emergency department for treatment. Added benefits of

ConnectCarc are consolidation of medical records. wellness education and 24 hour access to cafe.

Ancillary Services
Cost
23Vo

$35,619,796

Other Physician
Cost
29Vo

$45,260,104

Hospital Cost
20Vo

$31,189,850

ER Cost
7Vo

$10,232,903

Direct PCP Cost
217o

$31,545,144

\ 1996 TOTAL COST: $153,847,797
_--_\ __

COST PER PATIENT PER MONTH: $86

Medicaid PCP figures obtainedfrom Arkansas Foundationfor Medical Care, Inc.

Department of Human Services

Division of Medical Services
Reports and Analysis 11ll'719'l

(C,MD: PCP Slides)



Relationship Between Degree of Illness and Expenditures for Medical Services,
Arkansas Medicaid

Illncss r\cuit1. mcasurcci accorditrrl to Nforbiclitr. Inclcx, bascd on rvide1l. acccptecl

,'\rnlrulatorv (-arc ()rcxrp (,lassificatiorr clo.clopccl ar .f ohns I lopliins Llnivcrsih'.

l.ot'cf Nforbidrtt'luclcx cqr.ratcs 1rr icss il1 poptrlation, lorvcr corni:lcxit1,of illness.

I Iighcr Nlor:biclitr, Indcx ccluatcs to rnorc ill population, highcr cot-r-rplcxity of illncss.

Percent of Population, by lllness Acuity

De cre asi n g I I lne s s C omp Ie xiry

Mor = Morbidity Mor 0 = least ilL Mor 5 = most ill

Percent of Expenditures, by Illness Acuity

a

l

I

i

I

:-- Decreasing llluess Complexiry

Source: Codman Research Group, Andot,er, Mass.

Deparlment ol' Human Services

Division of Medical Services

Reports and Analysis 11ll'7197

(C,MD: Morbidity Graphs 9-4-97)



MEDICAID FRAUD & ABUSE DETECTION
Aggressive & Targeted

Recipient Fraud - Detection and Prosecution
-Div of County Operations Fraud Unit, Office of Chief Counsel, Attorney General

+ Photo ldentification Card with magnetic coding ensures the identity of the
client as well as proper coding and correct application of benefit limits

+ DCO - Special Investigation Unit conducts field investigations of suspicious
CASES

+ OCC - Fraud Unit processes fraud referrals and prepares cases for
prosecution

Provider Fraud & Abuse Detection
-DMS utitization Review & Field Audit Units, Office of Chief Counsel, Attorney General

=+ On-site reviews, Random sampling, Referrals, Targeted reviews
. $2 million identified in utilization reviews
. 67 open audit cases, $3.4 million identified this year. w*" n,,|i:'] iliT,i},n;H"#,.x,11,,,."

Fraud Prevention
=+ Extensive edits on AEVCS when claims are submitted
=+ Special new software identifies fraudulent billing

Af{}{Ah|trAg htl€Dlci\lD P}*S{3R/ah4

,lh.l g3r+,56f fiS
ft*Y l*rAHL€Y
ME
{ssuED

THIRD PARTY LIABILITY RECOVERIES
ldentifies Medicaid recipients with other medical insurance or payment sources

(including child support) that must pay first

. Tort Casualty - Recovery through the court system
. 950 active cases, $1 million collections this year

. Health lnsurance & Child Support Recoveries
. 14,000 cases, $6 million annual recoveries

' Gost Avoidance, $85 million claims reduced (before payment) or

l'i5xi.*g * ,* rj

denied


