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Alabama Medicaid Agency 
2500 Fa.l(lane Om'e 

Montgomery, Alabama 36130 

GUY HUNT CAROL A HERRMANN 
Governor CommissIOner 

The Honorable Guy Hunt 
Governor of the State of Alabama 
Statehouse 
Montgomery, Alabama 36130 

Dear Governor Hunt: 

It is my privilege to present to you the 18th Annual Report of the Alabama Medicaid 
Agency. The report covers activities for the fiscal year that began October I, 1989, and 
ended September 30, 1990. 

During the year, a little over 356,000 Alabamians received health care services financed 
by the Medicaid Agency. Among those who depend on Medicaid to meet their health care 
needs are low-income pregnant women and their young Children, as well as low-income 
elderly and disabled people in their own homes and in nursing homes. Providing health 
care services for all eligible recipients cost $217.9 million in total state funds , with the 
federal government providing almost $585.6 million in liscal year 1990. 

Many positive and productive changes in Alabama's Medicaid program have been 
accomplished this year. Concerned groups, both in government and in the private sector, 
have joined forces and have shared a common goal of providing much needed health care 
to low income Alabamians. We continued to progress in aU areas of the program, but 
especially in the area of maternal and child health . We expanded eligibility, and broadened 
and improved services provided to that group. Although we have not yet seen a significant 
decrease in the infant mortality rate, which has remained at 12.1 deaths per 1,000 live 
births, we are encouraged that our initiatives are working and that we will soon see a 
positive effect in the rate . 

With our operating budget increasing yearly, we have successfully secured alternative 
funding for the Agency in order to save the state valuable dollars. We are committed to 
making the wisest use of every state dollar in order to provide needed services to the 
greatest number of people at the most affordable cost to the state. 

Your understanding of the needs of Alabama's mos t vulnerable citizens-the very young 
and the elderly-is commendable. The Medicaid Agency appreciates your support of our 
efforts. This Agency looks forward to the continued cooperation among this administration, 
the Medicaid provider community, and the people of this state. With cooperation, we can 
assure the Medicaid Agency manages its limited reso urces in such a manner as to afford 
adequate and appropriate health care services to as many needy Alabamians as possible. 

Sincerely, 

Carol A. Herrmann 

Commissioner 
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HIGHLIGHTS OF THE 1990 FISCAL YEAR 


Introd uction 

D uring the year, Medicaid con ­
tinued improving services available 
th ro ugh th e Agen cy to t he low 
income citizens in this state. With 
careful planning an d the wisest use 
of every available state dollar, the 
Medicaid Agency was able to improve 
or expand existing services or intro­
duce new services to the program. 

Medicaid recipients and providers 
will benefit from the improvements 
made in the program during FY 1990. 
Hospital inpatient days and inpa­
tient doctor visi ts were both 
increased from 12 to 14 days per 
calendar year; and reimbursement 
for three outpatient emergency room 
codes was increased. 

One area that saw expansion was 
the Matern ity Waiver Progra m, 
whic h was developed in four add i­
t ional counties in FY 1990. Houston 
and Henry counties were added in 
December 1989, with the Houston 
County Health Department being the 
primary provider. Calhoun County 
also was added in ecember and is 
served by the Northeast Alabama 
Regio n al Medical Center. Mobile 
County was added in February 1990, 
and is served by the University of 
South Alabama Medical Center. 
Statewide expansion of the program 
is planned. 

The waiver has shown to be very 
effective in redUCing the number of 
neonatal intensive ca re admissions 
and also reducing the number of 
hospital readmissions during the 
first year of life for infants in the 
areas served by the program . The 
1989 infant mortality statistics show 
a lower infa nt mortality rate during 
the first 28 days of life in counties 
where the waiver is operating. 

Nursing home residents also bene­
fitted from action taken by Medicaid 
during FY 1990. In January 1990, as 
in Jan uary of 1989 and 1988, the 

income limit for Medicaid eligible 
nu rsing ho me residents was 
increased , saving III people from 
becoming ineligible du to yearly cost 
of living a djustments. The income 
limit was raised from $950 to $1 ,000 
a month. 

In 1990, Governor Hunt lifted a 
moratorium on hospital and nursing 
home construction that was imposed 
during Governor Wallace's last term. 
Upon lifting the moratorium, Gover­
nor Hunt also approved construction 
of 440 new nursing home beds 
statewide, with approximately 500 
additional beds being approved for 
construction at a later date. Roughly 
$9 million in state and federal 
Medicaid funds will be expended 'to 
provide services to the residents who 
will occupy the 440 new nursing 
home beds during the first year of 
operation. 

Improvements in the Alabama 
Medicaid program and balancing the 
budget overall could not have been 
accomplished without an alternative 
to the traditional appropriation from 
the state legislature and continued 
cooperation with other state agen­
cies that provide health care services 
to Med icaid beneficiaries. These 
programs have generated over $150 
million in state resources. 

During the year, the Governor's 
Task Force on Infant Mortality 
provided valuable guidance to the 
Governor and to the Medicaid 
Agency, Its membership, represent­
ing public and private organizations, 
educational and religious organiza­
tions and the state legislature, con­
tributed significant knowledge and 
ideas from different areas of 

xpertise, 

Nursing Homes and Rural 

Hospitals Reimbursement 


Increased 


The Alabama Medicaid Agency in 

May 1990 increased the reimburse ­

ment rate to nursing homes and 
rural hospitals. These increases will 
help to provide more health care 
services to low income people living 
in rural areas sta tewide. 

The change in payments to nursing 
'homes meant that 27 additional 
nursing in the state are paid at 100 
percent of their allowable costs. Prior 
to the change, only 129 out of 204 
nursing homes statewide were paid 
their full allowable costs, Allowable 
costs are the necessary expenses to 
run a facility such as equipment, 
supplies, personnel, etc. 

Payments to rural hospitals were 
increased by eliminating the ceilings 
on their payments; thus all rural 
hospitals are now paid at 100 per­
cent of allowable costs, At the same 
time, the low occupancy adjustment, 
which penalizes hospitals that fail to 
maintain a certain occ upancy level, 
was removed, All of the state's 60 
rural hospitals will benefit from 
elimination of the low occupancy 
adjustment. Thirty-four hospitals 
will see an increase in their Med icaid 
rates as a result of lifting the c iling 
on payments. 

The average rural hospital inpa­
tient rate was increa se d from 
$439.70 to $477.79 per day, with the 
highest rate being approximately 
$1 ,000 per day. 

Perinatal Appropriation 
from Public Health 

AB a result of a collaboration 
among the Medicaid Agency, th e 
Department ofPublic Health, and the 
Alabama Perinatal Advisory Com­
mittee, the Department of Public 
Health's $2 million in a nnual peri­
natal funds is now being funneled 
through the Medicaid Ag ncy for a 
three-to -one fede ral match. By 
matching the state appropriated 
funds to produce almost $8 million, 
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the Medicaid Agency ha<:; been able 
to improve services to pregnan t 
women and young children. 

With the additional funds, Medi­
caid raised the global fee for prenatal 
care and delivery to $1 ,000, th e 
amount p hysicians have sa id would 
be needed to attract obstetricians 
back into practice and preven t 
others from leaving; began providing 
two very comprehensive assessments 
in the first year of life for every baby 
who has been in neonatal intens ive 
care; raised by 45 percen t the fees 
for nine specific crit ical ('are services 
provid ed by neo n atologis ts a n d 
pediatricians; and doubled the fees 
neo nato logists an d ped iatric ia ns 
receive fo r attending high risk 
deliver ies. 

SOBRA Expansion 

Eligibility for Medicaid was 
expanded in FY 1990 to pregnant 
women and children up to age six 
in families with incomes up to 133 
percent of the federal proverty level, 
or a little more than $14,000 a year 
for a family of three. Previo usly, 
eligibility included pregna nt women 
and children up to age one in families 
with incomes up to 100 percent of 
the federal p overty level, or less than 
$11,000 a year for a family of three. 
The expansion was federally man­
dated by the Omnibus Budget Recon­
cil iation Act of 1989 and became 
effective on April 1, 1990. 

The ex panded eligibility group of 
women and children at 100 percent 
of the federal poverty level, then at 
133 percent of the federal poverty 
level , allowed the Medicaid Agency 
to serve 21,882 additional pregnant 
women and 25,325 additional chil­
dren during fiscal year 1990. 

Pregnant women qualify for 
pregnan cy-related serv ices , in­
cluding prenatal care, delivery and 
postpart um care for 60 days. Chil­
dren up to age six qualify for all 
h (' al t h care services available 
th rough Medicaid. 

Iron Chelation Therapy 

T he Alabama Medicaid Agency 
began covering iron chelation ther­
apy for patie nts with sickle cell 
d isease in May of 1990. During the 
year, approximately 30 patients 
statewide, most of them children , 
were able to ben efit from t he 
coverage. 

The therapy helps eliminate excess 
iron from the body, th us preventing 
severe future complications. Therapy 
of this type is a widely accepted 
method of treating iron overload 
which is a serious and commo n 
p roblem among people who have 
chronic blood t ransfus ions like those 
with sickle cell disease. The projected 
annual cost for covering the therapy 
is $35,000. 

Healthy Beginnings 

August marked the beginning of 
a health awareness a nd incentive 
program fo r pregnant women state­
wide. The program, "Healthy Begin­
nings: Today's Investment, Tommor­
row's Future," is designed to reduce 
the incidence of low birthweight and 
ultimately to hE:'lp red uce the state's 
high infan t mortality rate. 

The program encourages expec­
tant women to seek early and con ­
,tinous prenatal care and to maintain 
l,-ealthy lifestyles during pregnancy. 
A booklet co ntaining health related 
information and coupons worth 
more th an $300 is sent to each 
pregna nt woman, r egardless of 
income, who calls the program's toll­
free hotline. The coupons, which 
offer free or substantially discounted 
items, are valida ted only after a 
woman visits her doctor or clinic for 
p renatal care. Businesses t hrough ­

ut the state contributed over $10.5 
million to t his initiative by donating 
cou pon s. 

During the first fu ll year of oper­
ation, approximately 30,000 preg­
nant women are projected to receive 
the booklets. 

Physicians Task Force 

The Physicians Task Fo rce was 
formed by the Alabama Medica id 
Agency in January, 1990, to improve 
the working relationship between 
physicians statewide and the Medi­
caid Agency. The Task Force was 
successful in implementing many 
recommendations th roughout the 
year which helped to improve the 
Medicaid program and provided 
continual incentives for physicians to 
participate in Medicaid. 

Recommendations fo r improve­
ments were s uggested during task 
force meetings and through a survey 
th at was sen t to all physicians 
statewide. Some of the improve­
ments are: shortening the EPSDT 
form to reduce the amount of paper­
work for physicians filing claims; 
allowing physicians to telephone 
prescriptions to pharmacists for 
non-controlled substances; extend­
ing the filin g limit for physicians 
submitting c1aiml:i from 180 days to 
365 days; and assigni ng unborn 
babies Medicaid numbers. 

The Alabama Conncil on 
Rural Health Care 

The Alabama Council on Rural 
Health Care and the Office of Rural 
Health Care were created by Governor 
Guy Hunt to foster improvement of 
health care delivery in Alabama's rural 
areas. The council was created in .July 
of 1990, and the office wa.<; organized 
shortly thereafter to provide resources 
and staff to facilitate and coordin ate 
activities of the council. 

The Council is composed of repre­
sentatives from the Governor's 
Administrative Assistant for Agricul­
ture and Rural Development Office, 
the State Health Planning and Devel­
opment Agency, the Alabama Medi­
ca~d Agency, the Alabama Depart­
ment of Economic and Community 
Affairs, the Alabama Department of 
Human Resources, the Department 
of Mental Health and Mental Retar­
dation , and the State Healt h 
Department. 
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The fu nc tions of th co u ncil 
include working with health care 
consumers and providers as well as 
community and business leaders to 
assist in pla nning a comprehensive 
system of health car in ru ra l c m­
munities. The Council also create. a 
forum to ensure that rural Alabam­
ians have a s igni ficant role in 
addressing rural health issues. 'The 
Council on Rural Health Care is 
chaired, as outlined in the Executive 
Order, by the director of the Sta e 
Health Planning and Develop ment 
Agency. 

Repeal of the Medicare 

Catastrophic Coverage Act 


I n October of 1989, Congr ss 
repealed part of the Medicare Cat­
astrophic Coverag(' Act of 1988. The 
repeal eliminated provisions that 
were economical for states, while 
leaving intact the obligations wh ic h 
are expensive for the s tates to 
maintain. 

In FY 1990, the Medicaid Agency, 
as a result of the legislation, was 
required to pay the pre miums, 
deductibles, an d co-insurance of 
some Medicare beneficiaries who ha d 
limited resources and whose incomes 
were up to 90 percent of the fed ral 
poverty level or $7,578 for a family 
of two. The legislation also provided 
for the financial protection of the at­
home spouse when the other spouse 
is confined to a skilled nursing home. 

In FY 1991, the income limit for 
QMB's (Qualified Medicare Benefi­
ciaries), will increase to 100 percent 
of the federal p overty level, or $8,420 
for a family of t wo. 

Third party Recoupments 

During the 1990 fiscal year , 
Medicaid's Third Party Section col­
lected $1.3 million dollars from third 
parties-insurance companies cov­
ering Medicaid recipients, liability 
insurance carriers, absent parents, 
and others. The number of recipients 
identified as having health insurance 
was 10 percent of the total Medicaid 

recipient population. 

Adjustm nts to M dicaid claims, 
made possible by identification of 
third party ins u ra nce b nefits, 
impact d claims totaling over $33 
million this fiscal year. In addition 
to the $1.3 million collected from 
third party insurance arriers, the 
Medicaid Agency saw a redu tion in 
M dicaid payments of ov r $1.6 
million beca use of the money provid ­
ers collected from third party resour­
ces. Claims totaling an additional $20 
million were denied by Medicaid and 
returned to providers to ollect from 
recipi nts' insurance carriers. Many 
of these claims were paid in full by 
t hese insu rance arriers . Claims 
totaling more than $9 million were 
returned to providers for submission 
to M dicare, t he primary payor. 

In FY 1990, Medicaid also 
recouped $1 21 000 from providers 
who had received paymen t from both 
Medicaid and a third p arty. 

Looking Ahead 

Great strides were made during 
FY 1990 to improve and expand 
services to Medicaid eligible people 
s tatewide. Th Medicaid program in 
Alabama no longer resembles the 
"bare bones" program ofseveral years 
ago. Federa l mandates and many 
initiatives taken on the state level 
h ave e n a bled more low income 
people than ver befor to r ceive 
much needed health care. 

More ex pan, ions and improv ­
ments are scheduled for the upcom­
ing year. The Omnibus Budget Recon ­
ciliation Acts of 1989 and 1987 will 
s ign ifican tly impact the young and 
the elderly and both will become 
effective d uring FY 199 1. 

OBRA 87 will provide improve­
ments in health care for residents in 
nursing homes. The law includes 
better training for nu rse aides, more 
right'S and choices for residents in 
controlling their lives and surround­
ings, and mo re opportunities for 
restorative care to help residents 

reach their full physical potential. 

OBRA 89 will provide services not. 
ordinarily covered by Medicaid in 
Alabama for children under 21 years 
of age. It will also include flrst time 
ov rage for nurse practitioners and 

will mak the most dramatic changes 
in the Early and Periodic Scr ening, 
Diagnosis and Treatment (EPSDT) 

. program, also known in Alabama as 
MediKids. Seminars were conducted 
during th summer of 1990 to rec ive 
recommendations from health are 
providers statewide on the changes 
this federal mandate will have on the 
Medicaid program beginning ctober 
1990. The legislature is expected to 
cost the state $72 million during the 
first year for servi es to chiJdren 
under 21 years of age. 

Managed care, with an emphasis 
on education and preventive health 
car, will b a top priority in FY 1991 
for th Medicaid Agency. A coordi­
nated system of care for aU Medicaid 
eligibles will translate into healthier 
cit izens as w II as savings for the 
State of Alabama. 

Tech nological improvements are 
also planned for the near future. A 
computeriz d system of giving pro­
viders imm diate access to informa­
tion concerning recipient eligibility, 
benefit limitations and other infor · 
mation is being design d. Also bing 
developed is a sing! , form that would 
allow a p rson to apply for several 
different services at one time. 

The Medicaid Agency also will be 
reworking the Physician Program in 
order to increase physician partici­
pation , improve reimburs ment, and 
to contin ue to make th Ag ncy user 
friendly for h alth care providers 
and recipients. 

The Medicaid Agency will continue 
to improve. The emphasis is no longer 
only to provide health care to low 
income people but to provide the best 
possible health care to the greatest 
number of people at the most afford ­
able cost to the ' tate of Alabama. 
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ALABAMA'S MEDICAID PROGRAM 


Histo!r 

Medicaid was created in 1965 by 
the federal government along wit h a 
sound-alike sister program, Medi­
care. Medicaid is join tly fin anced by 
the state and federal governments 
and is designed to provide health 
care to low income individuals. 
Medicare is a health insurance 
program primarily for elderly per­
sons, regardless of income. It is 
financed through Social Security 
taxes and premiums. Medicaid 
started in Alabama in 1970 as a State 
Department of Health program. In 
1977, the Medical Services Adminis­
tration was ma de an independent 
state agency. In 1981, t he agency was 
rename d the Al abama Medicaid 
Agency. 

A State ProS!.am 

M edicaid is a state-administered 
health care assistance progra m. 
Almost all states, the District of 
Columbia and some territories have 
Medicaid progra ms. Medicaid is 
governed by federal guidelines, but 
state programs vary in eligibility 
criteria, services covered, and limita­
tions on services. 

Funding Formula 

T he federal-state funding ratio 
for Medicaid varies from state to 
state based on each state's per capita 
income. Because Alabama is a rela­
tively poor state, its federal match 
is one of the largest. During fiscal 
year 1990, the formula was approxi­
mately 73/ 27. For every $27 the state 
spent, the federal governmen t con­
tributed $73. 

Eligibility 

P ersons must fit into one of 
several categories a nd m ust meet 
necessary criteria before eligibility 
can be determined. The Medicaid 
Agency, the Department of Human 
Resources, and the Social Secur ity 
Administration determine eligibility 
for Medicaid in Alabama. 

Eligibles include: 

• 	 Persons receiving Supplemental 
Security Income from t he Social 
Security Administration, which 
determines their eligibility. Also, 
children born to mothers receiv­
ing Supplemental Security 
Income (SSI) may be eligible for 
Medicaid until they reach age 
one. 

• 	 Persons approved for cash assis­
tance through t he State Depart­
mentofHuman Resou rces, which 
determines their eligibility. Most 
people in this category receive 
Aid to Dependent Children or 
State Supplementation. 

• 	 Certain pregnant women and 
children, including those with 
incomes under 133 percent of the 
federal poverty level, who do not 
receive an ADC cash p ayment, 
and foster children in the cus­
tody of the state. 

• 	 Persons who have been residents 
or patients of certain medical 
facilities (nursing homes, hospi­
tals, or state facilities for the 
mentally retarded) for 30 contin­
uous days and who meet neces­
sary criteria. 

• 	 Some low income Medicare bene­
ficiaries may be eligible to have 

their Medicare premiu ms , 
ded uctibles, and co-insurance 
paid by Medicaid as a result of 
the Medicare Catastrophic Cov­
erage Act of 1988. 

Some persons in different eligibility 
categories are protected by federal 
law from losing Medicaid benefIts. 
Those included are Supplemental 
Secu r ity Income (SS1 ) recipients 
whose benefits have stopped because 
of cost of living adjustments, and 
those whose SSI has stopped as a 
r esult o f receiving benefits as a 
Disabled Adult Child. Also protected 
are widows and widowers between 
60 and 65 years of age who are 
receiving Social Security but not 
Medicare Part A and who have lost 
SSI because of receiving early widow/ 
widowers benefits. 

Covered Services 

M edical services covered by 
Alabama's Medicaid program are 
generaUy fewer and less comprehen ­
sive than most states'. Alabama's 
program is aimed at providing the 
best possible health care to the 
greatest n umber of low income 
people at the most affordable cost 
to th e taxpayers. 

How the ProS!.am Works 

A family or individual who is 
eligible for Medicaid is issued an 
eligibility card, or "Medicaid card ," 
each month. This is essentially good 
for medical services from one of 
;everaJ thousand providers in the 
s tate. Providers include physicians, 
p h a r macists, hospitals, n ursing 
homes, dentists, optometrists and 
others. These providers bill the 
Medicaid program for their services. 
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MEDICAID'S IMPACT 


Since its implementation in 1970, 
Alabama's Medicaid program has 
had a significant impact on the 
overall quality of h alth care in the 
. tat e . Med icaid has provided 
hundreds of thousands of citfzens 
access to quality health care they 
could not otherwise afford. 

,itizens who are not eligible for 
M dicaid also benefit from the pro­
gram. Health care is one of the state's 
most important indu tries, and Medi·· 
caid con tributes to that industry in a 

significant way. For instance, during 
FY 1990, Medicaid paid approximately 
$611 million to providers on b half of 
persons ligible for the program. The 
fed ral go ernm nt paid approxi­
mately three-quarters of th is amount. 
These funds paid the salaries of 
thou ands of health care workers who 
bought goods and services and paid 
taxes in the stat . Using the common 
economi<.: multiplier effect of three, 
Medicaid expenditures generated over 
$l.5 billion worth of business in Ala­
bama in FY 1989. 

Alabama's Medicaid program has 
established a tradition of having one 
of the lowest administrative co ts in 
th . nation. With the current adminis­
trative rate, 97%ofthe Agency's budget 
goes toward purchasing services for 
beneficiaries. Medicaid funds are paid 
directly to the provider who treat the 
Medicaid patients. Providers may be 
physicians, dentists, pharmaci ts, 
hospital , nursing homes, m dical 
quipment suppliers and others. 

FY 1990 
COUNTY IMPACT 
Year's Cost per Eligible ' . 

Table -1 

Benefit 
County PaynlPnts El igibles 

Payment 
Per Eligible 

Benefi t 
County Payments Eligib les 

Payment 
Per E ligible 

Aulauga $3 ,510,165.00 
Baldwin $8,06 ',100.00 
Ba rbo ur $5,102,32:3 .00 
Bibb $2.47fJ ,33fi .00 
Blount. $3 ,586,788.00 
Bu llock $2.972,0 3.00 
Butler $4,855,990.00 
Calhoun $13,888,530.00 
Chambers $4,546,917 .00 
Cherokct! $1 ,851,022.00 
Chilton $4,265 ,882,00 
Choctaw $2,790,7fi5 ,OO 

'Larke $5,259,351 .00 
Cl ay $2.549,252.00 
Cleburne $1 ,610,515 .00 
ColTe $5,741,01 7.00 

olbert $6, 165,074.00 
Conecuh $2,668,833.00 
Coosa $1 ,290,083 .00 
Covington $6,7:30,578.00 
Crenshaw $3 ,267,652.00 
Cullman $9.234,269.00 
Dale $6,189,378.00 
Da llas $12 ,14 :3 ,793 .00 
DeKalb $13 ,625 ,689 .00 
E lmore SHi ,437,060.00 
Escambia $5 ,247 ,994.00 
E towah $14,932,::l81.00 
Fayet te $2,940,843.00 
Franklin . '5 ,42 1,232.00 
Gene a S4,641 ,931.00 
Greene S2.7fJ6,2 78.00 
Hale $3,869,604.00 
Henry $2,520,724.00 

3,067 
6,246 
4,149 
1,812 
2,680 
2,742 
:3,693 

10,693 
4,121 
1,493 
3,222 
2,646 
1\.,43 1 
1.370 
1,1.47 
3 ,334 
3 ,8137 
2,206 
1,048 
4,372 
2,127 
fJ,160 
4,048 

12.090 
5 ,185 
4 ,390 
4,052 
9 ,629 
2,104 
3,186 
2,9 12 
2,820 
3, 198 
1,948 

$1,141­
$1.291 
$1 ,230 
" 1,366 
$1,338 
$1,084 
$1 ,315 
$1,299 
$] ,103 
$1,240 
$1,324 
$ 1,055 
$1, 187 
$1,861 
$1,404 
$1 ,722 
$1,586 
$ 1,210 
$1 ,23 1 
$1,539 
$1,536 
$1,790 
$1,529 
$1,004 
$1,664 
$3,516 
$1,295 
$1,551 
$1,398 
$1,702 
$1,594 

$977 
$1,210 
$1,294 

Houston $8,387.23 1.00 
Jackson 85,794,555.00 
J efferson $86,3 16,677 .00 
Lamar 2,845,288.00 
Lauderdale $9,424 ,693 .00 
Lawrence $3,969,808.00 
Lee $6,94 6,986.00 
I.imestone $5 ,024,175.00 
Lownd s $2,976,794.00 
Macon $6, 179,560.00 
Madison $16,647,60 1.00 
Marengo $5,050,573 .00 
Marion $5,176,1 85.00 
Marshall $11,130,577.00 
Mobile $58 ,843,943.00 
Monroe $4,450, 190 .00 
Montgomery $31,172,28l.00 
Morgan $27,724,421.00 
Perry $3,652,015.00 
Pickens $4,764,559.00 
Pike $5,950,60l.00 
Randolph $3,665,960.00 
Russell $6,384,577 .00 
Shelby $5,443,063.00 
St. Cla ir $4,878,788.00 
Sumter $4,161,622.00 
Talladega $11,765 ,985 .00 
Tallapoosa $8,255,447 .00 
Tuscaloosa $42,438,44l.00 
Walker $12,565,953.00 
Wash ington $2,821,660 .00 
Wilcox $3,998,736.00 
Winston $4,768,166.00 
Other $120,478.00 

7,836 
4A76 

60,538 
1,542 
6 ,1 03 
3,357 
5,990 
3,958 
3,351 
4,852 

14,523 
4,400 
2,827 
6,856 

42,503 
3,244 

25,879 
7,786 
3,64 1 
3,711 
4,631 
2,409 
5,393 
3,983 
3,457 
4,012 
9,699 
4,444 

15,131 
7,583 
2,534 
4,426 
2,275 

102 

$1,070 
$1,295 
$l ,426 
$1,845 
$1 ,544 
$1,183 
$1 ,160 
$1,269 

$888 
$1 ,274 
$1,146 
$1 ,148 
$1 ,831 
$1,623 
$1,384 
$1,372 
$1,205 
$3,561 
$1,003 
$1,284 
$1,285 
$1,522 
$1 ,184 
$1,367 
$1 ,411 
$1,037 
$1,213 
$1,858 
$2,805 
$1,657 
$1,114 

$903 
$2,096 
$1,181 
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PROGRAM INTEGRITY 


The Program Integrity Division is 
responsible for planning, developing, 
and directing Agency efforts to iden­
tify, prevent, and prosecute fraud, 
abuse and/or misuse in the Medicaid 
program. This includes verifying that 
medical services are appropriate and 
rendered as billed, that the services 
are provided by qualified providers to 
eligible recipients, and that payments 
for those servIces are correct. 

One unit within the Program 
Integrity Division is Quality Control. 
It is this unit's functIOn to make sure 
t he Medicaid Agency is performing 
eligibility determinations as accu­
rately as possible. If the Agency's 
error rate in determining Medicaid 
eligibility should exceed three per­
cent, the Health Care Financing 
Administration ( HCFA ) would 
impose a fmancial sanction. The 
Agency's most recent error rate, as 
d~termined by HCFA, is 2.5122 
percent. There were 1,817 cases 
reviewed duringFY 1990. 

The processing and payment of 
Medicaid claims is monitored by the 
Systems Audit Unit through its 
administration of the Claims Pro­
cessing Assessment System (CPAS). 
The unit identifies deficiencies in the 
management information system 
that contribute to Medicaid payment 
errors . More than 17,000 claims were 
manually reviewed during this fiscal 
year. The payment and processing 
error rate cannot exceed one percent 
and one million mlSspent dollars . If 
errors exceed this threshold, the 
Medicaid Agency is required by HCFA 
to implement a complicated system 
with increased reporting require­
ments. The error rate for FY 1990 
was .05 percent. In addition to CPAS, 
Systems Audi t utilizes a process 
referred to as "Bill Processing Sys­
tems Test" (BPST). This process uses 
test claims, test recipients, and test 
providers to verify that system edits 
have been properly implemented or 
to verify that edits are accomplishing 
the specified intent. Systems Audit 
also monitors the financial activities 

of the Agency's fiscal agent through 
reconciliations of invoices and bank 
accounts, as well as analysis of 
processed provider r efunds and 
claim adjustments. 

Recipient Eligibil ity Review, 
another unit within the Program 
Integrity Division, r ecovers funds 
from individuals who received Medi­
caid services while ineligible for the 
program. In most instances, these 
cases involve persons in nursing 
homes who, through neglect or fraud, 
did not report income or assets. In 
addition, the unit collects on prop­
erty liens that are due fo r collection. 

The unit received 1,327 new nurs­
ing home, ADC and SSI cases in FY 
1990. Aided by staff from other 
divisions, the unit identified $879, I 09 
for collection and collected $395,688 
in misspent dollars in the nursing 
home and SSl programs. There wer 
$774,015 collected on property Hen, 
in FY 1990. There are currently 244 
active lien cases. 

The Surveillance and Utilization 
Review (SUR) Uni t looks for fraud 
and abuse and/or misuse in the 
Medicaid program . Computer pro­
grams are used to find unusual 
patterns of utilization on the part of 
providers and recipients. During FY 
1990, Provide r SUR opened 300 
reviews and closed 398. Recoup ­
ments and net adjustments for the 
fiscal year totaled $178,140. This unit 
saved the Medicaid program a total 
of $4 ,006,339 during FY 1990 by 
identifying irregular Medicaid claims 
before the payment was made. Recip­
ient SUR opened 351 reviews. These 
cases are determined by analyzing 
unusual patterns of billi ng, and, if 
necessary, are referred to the Util­
ization Review Comm ittee (URC). 

The URe is composed of medical, 
program, and financial experts who 
may take several types of action in 
cases of aberrant utilization . They 
may give written warn ings and 
administrative sanctions such as 

restrictions or terminations from the 
program and recoupment of funds. 
During FY 1990 , URC actions 
resulted in 329 recipients being 
terminated from th e Medicaid pro­
gram, nine provider cases being 
referred to the Attorney General's 
Medicaid Fraud Control Unit, four 
providers being referred to the Board 
of Medical Examiners, 15 providers 
or employees of providers being 
suspended from the Medicaid pro­
gram, and 112 rec ipie nts being 
locked in to one physician and one 
pharmacy. 

A recipient who abuses Medicaid 
privileges may be restricted (locked 
in) to receiving services from certain 
providers . This p rogram is o ne 
administrative sanction used to 
control abuse in th e Medicaid pro­
gram . Imputed savings from th is 
program totaled $93,349 in FY 1990. 
The average number of recipients 
locked in per month was 169. 

Medicaid's investigative staff meets 
the investigative needs of the entire 
Agency. During FY 1990, the Inves­
tigative Unit closed 262 cases and 
opened 320 cases, of which 43 were 
drug abuse cases. The total identified 
for recoupmen t was $171,660. Actual 
recoupments equallf'd $32,093. In 
addition , the staff ass isted local 
authorities with 10 cases involving 
altered prescriptions, selling drugs 
for illicit pu rposes, stolen or loaned 
Medicaid cards, and recipient fraud. 
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FY 1990 
PROGRAM INTEGRITY 
Case Load Summary 

Table ­ 2 

P rovider 
Reviews 

527 

Refe rred to 
Atto rney 
General 

9 

Recou pments 
Identified 

from 
Providers 

$178,140 

Providers Terminated 
fro m the Medicaid 

Program 

7 

Diverted 
Funds 

$4,006,839 

Recipient 
Reviews 

1,678 

Referred to 
District 

Attorney 

32 

Recoupments 
Identified 

from 
Recipients 

$1,824,724 

Recipients Terminated 
from the Medicaid 

P rogram 

329 

Recipi nts 
Locked-In 

1119 

MEDICAID MANAGEMENT 

INFORMATION SYSTEM 


The Agency's Medicaid Manage­
ment Information System (MM1S) 
maintains provider and recipient 
eligibility records , p r ocesses all 
Medicaid cla ims from provide rs, 
keeps t rack of program expendi­
tures, and furnishes reports that 
allow Medicaid administrators to 
monitor the pulse of the program. 

Many of Medicaid's computer func­
tions are performed by the Agency's 
contracted fIScal agent, Electronic 
Data Syst ms (EDS). Medicaid flr st 
contracted with EDS in October 
1979, with the current contract 

period beginning October 1, 1988. 
The compan y's p erformance in 
claims processing has been among 
the best in the nation. EDS is con­
stantly making changes to the MMlS 
to meet the needs of the program. 
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REVENUE, EXPENDlTURE~ AND PRICES 

J 

In FY 1990, Medicaid paid minister the program. This means 
$797,759,918 for health care services that about 97¢ of every Medicaid 
to Alabama ci tizens. Another dollar went directly to benefit recipi­
$27,526,431 was expended to ad- ents of Medicaid services. 

Federal Funds $600,342,650 
Sta te Funds $224,942,699 

Total Revenue $825,285,349 

FY 1990 Table ­ 5 
Components of 
Federal Funds 

(net) Dollars 

Family Planning 
Administration $1,051,277 

Professional Staff 
Costs $8,734,329 

Other Staff Costs 0,4.39,892 
Other P rovider 

Services 579 ,664 ,741 
Family P lanni ng 

Services 4,452,4 11 

Total 

, - -­

$600,342,650 

Where it goesWhere it comes 

~;~CD 

from ICD CD 
Budget Dollar 

CD ~~. 
~ 
l'.~ 
~..... 

~1 
.L"f'\..9 

~ • sP'1'8­
Administrative 

Costs 

Federal Fund;; ....J 
72.8% 

Benefit Paymen ts 
96.7% 

FY 1990 
Components of 
State Funds 

Table ­ 6 

(net) Dollars 

Encumbered Balance 
Forward 

Basic 
Appropriations 

Indigent Care 
Trust Fund 

Other State Agencies 
Interest Income from 

Fiscal Intermediary 
Miscella neous Receipts 

$1,050,328 

$122,014,369 

$68,339,630 
$38,132,226 

636,956 
$15,556 

Subtotal 
Encumbered 

$230,189,065 ' I 

5,246,366 ' 

Total 

~ --­

$224,942,699 i 

FY 1990 Table - 7 
Benefit Cost by Fiscal Yeru' in which Obligation was Incurred 

FY'90 FY '9 1 (Est.) 

N ursing Homes 165,973,378 195,288,000 
Hospitals 293,524,452 403,448,000 
Physicians 55 ,471 ,302 101,612,000 
Insurance 58,241,776 74,520,600 
Drugs 60,034,079 71,300,000 
Health Services 13 ,649,687 35,330,000 
Community Services 62,069,503 98,323,500 

Total Medicaid Service $709,564,177 $979,882,100 
Mental Health 88,194,741 123,486 ,000 

Total Benefits $797,758,918 $1,103 ,308,100 
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FY 1990 
EXPENDITURES 
By Type of Service (net) 

Table ­ 8 

Service Payments 
Percent of Payments 

by Service FY '90 

Pharmacy $60,034,079 7.53% 
Nursing Homes: $165,973,378 20.80% 

SNF $22,604,747 2.83% 
ICF $143,368,631 17.97% 

Hospitals $293,392,430 36.78% 
Inpatient $124,649,186 15.62% 
Outpatient $12,573,244 1.58% 
Disproportionate Share Payments $156,170,000 19.58'10 

Buy-In $36,719,722 4.60% 
Physicians $55,452,874 6.950/c 
Screening $2,773,289 0.35% 
Dental 4,591,759 0.58% 
Hearing 92,876 0.01% 
Laboratory 2,756,498 0.35% 
Home HealthlDME 12,934,065 1.62% 
Eyecare: 2,442,233 0.31 O/C 

Eyeglasses 634,868 0.08cli 
Eye Care 1,807,365 0.23% 

Transportation 993,034 0.12(70 
Co-Insurance 19,466,359 2.44% 
MRJMD : 

ICF-MR 
69,067,424 -. 
64,198,146 

8.66% 
8.05% 

ICF-MD 4,815,870 0.60% 
SNF-MDlIllness 53,408 0.01 0/c 

Mental Health Services 6,951 ,198 0.87% 
Targeted Case Management 1,144,018 0.14% 
Waivered Services: 55,820,416 7.00% 

Mental Health Services: 12,176,119 1.53% 
HCBS 17,33 7,635 2.17% 
Pregnancy Related 26,306,662 3.30% 

Family Planning 4,947,123 0.62% 
Other: 2,206,143 0.28% 

HMO 2,055,694 0.26 o/c 
Rural Heaith Clinics 132,02 1 0.020/" 
Other Practitioners 18,428 0.00% 

Total For Medical Care $797,758,918 100.00% 

Administrative Costs $27 ,526,431 

Net Payments $825,285,349 

PERCENTAGE DISTRIBUTION OF BENEFIT Table - 9 
COSTS DURING FISCAL YEAR 1990 

Health Services _ 2% 

Insurance 7% 

Community Services 7% 

Drugs 7% 

Physicians 8% 

Mental Health 11% 

Nursing Homes 21% 

Hospitals 37% 
I I I I I 

0% 10% 20% 30% 40% 50% 
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POPULATION 


The population of Alabama grew 
from 3,444,165 in 1970 to 3,893,888 
in 1980. In 1990, Alabama's popula­
tion was estimated to be 4,284,682. 

More significant to the Medicaid 
program was the rapid growth of the 

persons 65 years of age and over in 
the state. The Center for Demographic 
and Cultural Research at Auburn 
University at Montgomery reports 
that white females 65 years of age 

and over account for almost one-half 
of the elderly population in the state. 
Historically, cost per eligible has been 
higher for this group than other 
groups of eligibles. 

elderly population. Ce nsus data 
shows that, in the United States, the 
65 and over population grew twice 
as fast as the general population 
from 1960 to 1980. This trend is 
reflected in population statistics for 
Alabama. Population proj ec tions 
published by the Center for Business 
and Economic Researc h at the Uni­
versity of Alabama reveal that by 
1995 there will be more than 595,399 

FY 1988-1990 
POPULATION 
Eligibles as Percent of Alabama Population by Year 

Table - 10 

Year Population Eligibles Percent 

1988 
1989 
1990 

4,195,581 
4,241,653 
4,284,682 

367,811 
386,352 
418,663 

8.8% 
9.1% 
9.8% 

- -

PRICES 


The charts on this page show historical trends in the rate of growth in the Consumer Price Index (CPI). Increases 
in the CPl a re usually reflected in future increases in Medicaid payments to providers. 

ANNUAL PERCENT CHANGES 
In the Consume.' Price Index* 

Table ­ I1A 

16~ 
• Medical Care 

140/, o All Less Medical 

12% 

10% 

8% 

6% 

4% 

2Gk 

O%~' ~----~---L--~~--~--~----i----L----L--

19R2 19R3 19R4 19RR 19R6 19R7 19RR 19R9 1990 
*For selected items 

ANNUAL PERCENT CHANGES 
In the Consumer Price Index'" 

Table ­ lIB 

16% 

14% 

12% 

10% 

8% 

6% 

4% 

2% 

• Hospital Room 

o Physician Services 

Prescription Drugs 

O% ~'~____~__-L__~~__~__~____i-__-L____L-­

• 


1982 1983 1984 1985 1986 1987 1988 1989 1990 

'~For selected items 
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ELIGIBLES 


During FY 1990, 418,663 p ersons were eligible for Medicaid in at least 
one month of the year. The average number of persons eligible for Medicaid 
per month was 311,146. The monthly average is the most useful measure 
of Medicaid coverage because it takes into account length of eligibility. 

Al t.ho ugh 418,663 people were .eligible for Medicaid in FY 1990, only about 
three-fourths were eligible for the entire year. The length of time the other 
one-fo urth of Medicaid eligibles were covered ranged from one to eleven 
months. 

FY 1990 Table ­12 
ELIGmLES 
Monthly Count 

October '89 308,165 
November 302,094 
December 303,470 
J anuary'90 303,402 
February 304,769 
March 306,313 
April 307,100 
May 311,222 
J une 313,631 
July 315,469 
August 320,607 
September 337,5 13 

' . 

FY 1990 
ELIGIBLES 
By Length of Eligibility 

Table ­13 

Assistance Status/ 
Basis Of Eligi bility 

Unduplicated 
TotaJ 

Number Eligible 
For Full Year 

Number Eligible 
For Partial Year 

Number Of Covered 
Months For Partial 

Year E ligibles 

Categorically Needy, 
Receiving Ass istance 

Aged 54,756 46,500 8,256 48,202 
Blind 1,849 1,561 288 1,730 
Disabled 92,035 73 ,758 18,277 109 ,998 
AFDC-Children 122,366 65 ,596 56,770 328,925 
AF DC-Adult 50,451 25 ,566 24,885 147 ,330 
Other Title XIX 

Categorically Needy, 
Not Receiving Assistance 

2 0 2 5 

Aged 15,040 9,622 5,418 31,874 
Blind 18 11 7 37 
Di sabled 2,841 2,307 534 3,420 
AFDC-Children 18,8 18 5,759 13,059 75,805 
AFDC-Adult 10,102 2,145 7,957 43,069 
Other Title XIX 

Other Coverage 

5,397 1,660 3,737 18,624 

Aged 6,406 2,816 3,590 28,252 
Blind 0 0 0 0 
Di sab led 0 0 0 0 
AFDC-Children 28,160 2,544 25,616 115,808 
AFDC-Adult 20,497 101 20,396 90 ,010 
Other Title XIX 2,502 1 2,50 1 3,567 
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FY 1990 Table - 14 
ANNUAL UNDUPLICATED TOTAL MEDICAID ELIGmLES 

2,534 

FRANKL IN 
3,186 

LAWRENCE 

WI NSTON 

2,275 

MORGAN 

2,206 

ESCAlVlBIA 

4,052 

14,523 
MADISON 

4,476 
JACKSON 

CLAY 

TALJAFD::&<\ 
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FY 1990 Table -15 
ELIGffiLES 
Percent of Population Eligible for Medicaid 

14.1% 

iVlOBILE 

FRANKLIN 

10.3% 

LAWRENCE 

WINSTON 

9.5% 

7.6% 
MORGAN 

CULLMAN 

13.7% 

ESCA1VIBJ A 

9.9% 

COVINGTON 

11.4% 

7.9% 
JA CKSON 

COFFEE 

7.8% 

GENEVA 

11.4% 

8.1% 
DALE 

8.8% 
HOUSTO N 
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FY 1990 Table ­ 16 
ELIGIBLES 
Percent Distribution 

Blind 
.5% -­

BY BY 
CATEGORY SEX Fe male 

66% 

BY BY 
RACE AGE 

60.4% 



RECIPIENTS 

Although there were 418,663 

persons eligible for Medicaid in FY 
1990, only 85 percent of these actu­
ally received benefits. These 356,065 
persons are called recipients. The 
remaining 62,598 persons incurred 
no medical expenses paid for by 
Medicaid. 

The total number of recipients is 
an unduplicated count. Recipients 
may be qualified under more than 
one category during the year. A 
recipient who receives services under 
more than one basis of eligibility is 
counted in the total for each of those 
categories, but is counted only once 

in the unduplicated total. This is the category do not equal the undupli­
reason that recipient counts by cated total. 

FY 1990 
RECIPIENTS 
Monthly Averages and Annual Total 

Table ­17 

Category 
Monthly 
Average 

Annual 
Total 

Aged 
Blind 
Disa bled 
Dependent 
SOBRA 
All Categories (unduplicated) 

47,096 
1,040 

55,097 
52,578 
10,952 

169,041 

79,194 
1.621 

85,387 
19:3,304 
33,337 

356,065 

FY 1990 Table ­18 
RECIPIENTS 
Percent Distribution 

Blind 
.4% 

BY BY 
CATEGORY RACE 

BY BY 
SEX AGE 

Fema le 

68.1 % 
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USE AND COST 


T he percent distribution ofMedi ­
caid payments has changed very 
little since last year. Most payments 
are made on behalf of recipients in 
t he aged or disabled categories, 
females , whites and persons 65 years 
of age or older. 

This report measures cost in two 
ways-cost per recipient and cost 
per eligible. Cost per recipient is 
calculated by dividing total pay­
ments for services by the year's total 
unduplicated count of recipients. 
Cost per eligible is determined by 
dividing tot al payments for services 
by t he to tal number of persons 

ligible d uring the year. Both mea­
s u res a re useful for comparing 
different groups of Medicaid recip­
ients and eligibles and predicting 
how changes in eligibility and util­

ization will impact Medicaid. 

It is obvious from these statistics 
that certain groups are much more 
expensive to the Medicaid program 
than others. The reason for these 
differences is that specific groups 
tend to use specific types of services. 
Any Medicaid eligible receives, within 
reasonable limitations, medically 
necessary services. 

A good example of this is the 
pattern ofuse of long-term care. This 
type of care has a high cost per unit 
of service, and recipients of long­
term care have a high frequency-of­
service rate. The average Medicaid 
payment for a day of long-term care 
in FY 1990 was $33. The average 
length of stay for recipients of this 
service was 235 days. Most recipients 

of long-term care are white females 
who are categorized as aged or 
disabled and are 65 years of age and 
over. It is not surprising that these 
groups have a large percentage of 
Medicaid payments made on their 
behalf. 

Some low income Medicare benefi­
ciaries are eligible to have their Med­
icare premiums, deductibles, and co­
insurance covered by Medicaid. For 
this coverage, Medicaid paid a monthly 
buy-in fee to Medicare which in FY 1990 
was $28.60 per eligible Medicare bene­
ficiary. Medicaid paid $36.7 million in 
buy-in fees in FY 1990. Paying the buy­
in fees are very cost effective for 
Medicaid, because the Agency would 
incure the full payment of medical bills 
instead of covering only the premiums, 
deductibles, and coinsurance. 

FY 1990 Table - 19 
PAYMENTS 
Percent Distribution 

Blind 
.5% 

BY 

CATEGORY 


BY 
RACE 

Fema le 

70 .1% 

BY 

SEX 

BY 

AGE 

Dependent SOBRA 
8.7% 
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FY 1990 Table - 20 
PAYMENTS 
By County (in million 

1 
t 

$5.8 
JACKSON 

FRANKLIN 

$5.4 

MARlON 

$5.2 

$2.7 

ESCA1\1BlA 

$5.2 

COVINGTON 

$6.7 

$10 mill ion or more 

$4.0-$9.9 mi ll ion 

less than $4.0 million 
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FY 1990 COST PER RECIPIENT Table - 21 

By Category All $1,555 

Aged $2,534 

Blind $2,053 

Disabled $2 ,8 14 

Dependent $589 

SOBRA $1,583 

By Sex Male $1,608 

Female $1,766 

By Race Nonwhite $1,227 

White $2 ,425 

By Age 0-5 $744 

6-20 $878 

21-64 $2,219 

65 & Over $2,828 

$0 $1,000 $2,000 $3,000 $4,000 


FY 1990 COST PER ELIGmLE Table - 22 

By Category All $1,482 

Aged $2,882 

Blind $1,788 

Disabled $2,549 

Dependent $571 

SOBRA $1,118 

By Sex Male $1,281 

Female $1,551 

By Race Nonwhite $1,022 

White $2,126 

By Age 0-5 $689 

6-20 $670 

21-64 $1,874 

65 & Over $2,512 

$0 $1,000 $2,000 $3,000 $4,000 
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MATERNAL AND CHILD HEALTH CARE 


In May 1989, the Alabama Medi­
caid Office of Maternal and Child 
Hea lth was cr ated. The miss ion of 
th is office has been "to take a 
proac t ive ro le in fight ing infant 
mortal it y and morb i. dity w h il 
enhancing t he health of mothers and 
babies." The proactive role includes 
bringing as m any private foundatio n 
gran t do llars and federal dollars into 
the sta te as possible to enhance 
access to quality medical car . This 
office works clos ly with eligibility 
specialists and o ther agency pro­
grams to promote to t he fullest 
poten tial the health of mothers and 
ch ildr n . During FY 1990 Medicaid 
served an additional 21,882 women 
and 25,325 children through t he 
expanded eligibility gro up for preg­
nant women and ch ildren called 
SOBRA ( Sixth Om n ibu s Budget 
Reconcil iation A t ) . Had it not been 
for the SOBRA program , th ese 
women and ch ildren may not have 
received medical care. 

Prenatal Care 

Th latest birth statistics com­
piled revealed t hat in 1989 the 
n umber of births to women aged 10­
19 increased s lightly in Alabama 
from 10,590 in 1988, to 11 ,405. There 
were 327 birt hs to teenagp women 
under 15 y a rs of age . 

Medicaid pays fo r the deliveries of 
a la rge number of these teenage 
mothers. l.suaUy these young moth ­
ers a nd their families face a number 
of person al p roblems and m us t 
depend on p ublic assistan e pro­
grams such as Medicaid for health 
care. 

There are several health-related 
problems assoc iated with teenage 
motherhood . o unger teenage moth­
ers usually do n t take advantage of 
prenatal care. Infants born to these 
mothers tend to have a high risk of 
developing health problems. These 
problems include higher death rates, 
lower birth weights and greater 

health difficultie in later life. 

Competent, t imely prenatal car 
r esults in healthier mothers and 
babies. Timely care also can red uce 
the pos ibility of premature, under­
weight babies. Studies consistently 
show that for every dollar spen t on 
prenatal care, approximately $3 is 
saved in the costs of aring for low 
birth weight babi s . 

Prenatal care for Medicaid eligible 
recipients is provided through pri­
vate p hysic ians, ho, pitals, public 
health department lini s and rural 
health clin ics. Currently, there ar · 
approximat ly 140 clin ics providing 
prenatal care in the state. 

Some of th e maternity related 
benefits covered under the prenatal 
program are: unllmited prenatal 
visits, m dical services to include 
p hysical examinations with ongoing 
risk assessments, prenatal vitamins, 
nutritional assessmen ts , counseling 
and educational services, appro ­
priate medically indicated Lab tests 
and referral loicrvices as needed. 
Referral loiervices inc lude family 
planning services aft r d elivery and 
medical services for the newborn 
under the Early and Period ic Screen­
ing, Diagnos is and Treat ment Pro­
gram (EPSDT or more commonly 
known as MediKids). Medically indi­
cated procedures s uch as ultra­
sound , non-stress tests and amnio­
centesis ar examples of o t he r 
services covered by M dicaid. I n 
ord r to omplete the pregnancy 
cycl , one postpartum checkup is 
covered during the 60-day postpar­
tum period . 

In 1988, the Medicaid Agency 
implemented a policy that would 
allow pregnant women at 100 per ­
cen t of the poverty level to q ualify 
for Medicaid benefits. In April 1990, 
M dicaid expand d eligibility fo r 
pregnant women to 133 percent of 
the federal pov I' y level. With this 
expansio n, prenatal care has been 
made ava ilable to mol' women than 

ever before. Utilization of Medicaid 
services ca n help pregnant women 
in two ways; the proviSion of ade­
quate prenatal care to Medicaid 
eligibles is expected to increase the 
likelihood of a successful outcome for 

. bo t h mother and child, and the 
family p la nning services that are 
available can help Medicaid eligible 
women con trol the size of their 
families. 

Maternity Waiver Program 

The Maternity Waiver Program, 
impleme nted September 1, 1988, is 
aimed at combatting Alabama's high 
infant mortali ty rate. It assures that 
low income pregnant women receive 
comprehen s ive, coordinated, and 
case managed medical care appro­
priate to the ir risk status through 
one primary provider network. The 
two main components of the waiver 
are case management and freedom 
of choice restriction . 

Car coordinators work with the 
women t o set up a plan of care, make 
appropriate referrals, provide edu­
cation , follow up on missed appoint­
m nts, assist with transportation, 
and provide other services. 

Restrict ing the patien ts' freedom 
of choice in choosing a provider 
enables Medicaid to set up a primary 
care provider network. Access to 
care through one provider eliminates 
fr agmented and insufficient care 
while assuring that recipients receive 
adequate and quality attention. Care 
provided through this network 
ensu res that care coordinators can 
track patients more efficiently. 

This program has been successful 
in getting women to begin receiving 
care ea rlier and in keeping them in 
the system throughout pregnancy. 
Women in waiver counties receive an 
average of nine prenatal visits as 
opposed to only three prenatal visits 
prior to the waiver. Babies born in 
waiver counties require fewer neo­
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natal in tensive care days which 
t rans lates into no t only healthy 
babies but also reduced expendi­
tUres for the Agency. 

In FY 1990, 17 counties partici­
pated in the Maternity Waiver Pro­
gram, with eight primary providers 
coordinating care. The Gift of Life 
Foundation in Mon tgomery is lh 
primary provider for Aul.auga, 
Elmore, Lowndes, and Montgomery 
counties. The Etowah Quality of Lif~ 
serves El.owah County. The Decatur 
General Hospital serves Lawrence 
and Morgan counties. West Alabama 
Health Services, Inc., serves Green, 
Hale , a nd Su m le l- cou n ties. Th(' 
J effe rson County Board of Health 
serves Jefferson, Blount, and Shelby 
counties. The Houston County Health 
Department: serves Houston and 
Henry counties. The University of 
So uth Alabama serves Mob il 
County, and the Northeast Alabama 
Regional Medical center l:ierves Cal­
houn County. 

Nurse Midwife Program 

The Nurl:ie Midwife Program Wal:i 

implemented in 19H2 in order to 
facilit ate access to maternity care for 
the Medicaid population. Since thaI. 
t ime, enroUment of nurse midwive 
has increased to the current enroll­
ment of 14 providers. 

To participate in the program, the 
nurse midwife mus t show proof of 
Alabama RN licensure, Alabama c('r­
tified nurse midwife licensure, and a 
written signed agreement between 
her and her physician !Supervi sor. A 
contractual agreemen t with t he Medi ­
caid Agency abo is required_ 

Nurse midwife services include 
global obstetrical deliveries, walk-in 
deliveries, antepartum care, post­
partum care, circ umcision of the 
newborn and individual prenatal 
office visits . All services are per­
fo rmed under appropriate physician 
supervision. 

Family Planning 

Although Medicaid's family plan­
ning services include assisting eligibles 
with fertility problems, most recip­
ients of family planning services seek 
the prevention of unwanted pregnan­
cies. Most expenditures for family 
planning relate to birth control. 

At hoth the national and state 
levels , Medicaid fa mily planning 
services receive a high priority. To 

nsure this prio rity, the federal 
government pays a higher percent­
age of the costs of family planning 
than for other services. For most 
Medicaid services in Alabama, the 
federal share of costs was 73 percent 
in F'Y 1990_ For fam ily planning 
services , the federal share is 90 
percent. 

The Medicaid Agency purchases 
family planning services from various 
clinics s uch as t he State Department 
of Public Health's Family Health 
Administration, community health 
centers, private physicians, federally 
qualified health centers, and ot hers. 
Services include physical examina­
tions, pap smears, pregnancy and 
venereal disease testing, counseling, 
provision of oral contraceptives, 
other drugs, supplies and devices, 
and referral for other needed serv­
ices. In FY 1990, Medicaid imple­
mented a home visit family planning 
:Qunseling service for newly delivered 
mothers. This alJows recipients to 
begin the birth control oftheir choice 
prior to the post partum visit in the 
clinic. 

Medicaid rules regarding steriliza­
tion are based on federal regulations. 
Medicaid will pay for sterilizations 
for ad ults 21 years of age or olde r 
if certain conditions are met. 

In accordance with state and 
federal Jaw, abortions are not 
inc luded as family plan ning services. 
Medicaid will pay fo r abortions, 
under the a uspices of the Physicians 
Program, only when the life of the 
mother would be endangered if the 
fetus were carried to term. 

EPSDT - MediKids 

The Early and Periodic Screen­
ing, Diagnosis and Treatment Pro­
gram, named MediKids in Alabama, 
is a preventive health program 
designed to detect and treat diseases 
that may occur early in a child's life_ 
If properly used, the program can 
benefit both the child and the Medi­
caid Agency. Many health problems 
begin early in life and , if left 
untreated, can cause chronic illness 
and disability. When an illness is 
diagnosed and treated through the 
screening program, the child benefits 
through improved health. The Medi­
caid program realizes long-term 
savings by intervening before a 
medical problem requires expensive 
acute care. 

Although EPSDT is funded by 
Medicaid, the program's operation 
requires the cooperation of the State 
Department of Human Resources 
and the State Department of Public 
Health . EPSDT eligibles are persons 
under 21 years of age who receive 
assistance through the Aid to 
Dependent Children or Supplemen­
tal Security Income programs. Also 
included among eligibles are children 
up to six years old in families with 
income at or below 133 percent of 
the federal poverty level. Departmen t 
of Human Resources workers nor­
mally determine ADC eligibility, 
make families aware of EPSDT, and 
refer eligibles to providers. The 
Health Departmen t provides services 
to many EPSDT eligibles. 

Currently there are more than 350 
providers of EPSDT services, includ­
ing county health departments, 
community health centers, Head 
Start Centers, child development 
centers and private physicians. 
Efforts are being madeto increase the 
number of physicians to the EPSDT 
program and to increase the number 
of EPSDT eligibles using the screen­
ing services. Since screening is not 
mandatory, many mothers do not 
seek preventive health care for their 
children. 
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Steps have been taken in recent 
years to increase the number of 
screening services. These initiatives 
include increased publicity of the 
EPSDT program, implementation of 
intensive outreach statewide, an 
increase in the physicians' reim­
bursement rate for EPSDT screen­
ings and an increase in the number 
of screenings for which Medicaid will 
pay. The number of screenings· has 
increased because of these efforts. A 
Medicaid goal is to screen all eligible 
children at 20 intervals between 
birth and age 21. 

The EPSDT screening program can 
detect many problems before they 
become acute. Problems such as 
hypertension, rheumatic fever and 
other heart conditions, diabetes, 
neurological disorders , venereal 
disease, anemia, urinary infections, 
vision and hearing disorders, and 
even cases of child abuse have been 
detected and treated in past years. 
The cost of screening is relatively 
small-an average of $31 per screen­
ing. The cost of treating acute illness 
is considerably higher. 

The Medicaid dental program is 
limited to individuals who are eligible 
for treatment under the EPSDT 
program. Dental care under this 
program is available either as a result 
of a request or a need by the Medicaid 
recipient. 

All Medicaid dental services are 
provided by licensed dentists. These 
services are limited to those which 
are customarily available to most 
persons in the community. Examples 
of dental services not covered by 
Medicaid include surgical periodon­
tal, and most prosthetic treatments. 
If justified by the attending dentist, 
some services may be prior autho­
rized by the Medicaid Agency. These 
services may include nonsurgical 
periodontal treatment, third and 
subsequent space maintainers, hos­
pitalization and some out-of-state 
care. 
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FY 1990 Table - 23 
MEDICAID PAYMENTS FOR SOBM ELIGmLES 
(In Thousands) 

MADISON .JACKSON 

MORGAN 

ESCAMBll\ 

MOBILE 

COVINGTON 

[:=J less than $250 

$250 to $500 

r=1 $f)OO to $1000 

[:==J more than $1000 
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FY 1990 Table - 24 
SOBRA ELIGIBLES 


WASHING1DN 

219 

MOB ILE 

3,713 

FRAN I( Ll N 

410 

LAWRENCE 

WI NSTO N 

422 

241 

ESCA,V1 BIA 

427 

NIORGAN 

2,215 
MADl SON 

CULL:vI AN 

893 

COV1NGTON 

649 

725 
JAC KSON 

COFFEE 

318 

353 
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ALTERNATIVE SERVICES 


The Medicaid Agency adminis­
ters several programs that provide 
alternatives to institutionalization of 
Medicaid eligibles. The waiver pro­
grams, mental health services pro­
gram, and the home-care services 
program serve the elderly and dis­
abled, mentally retarded, and chron­
ically mentally ill Medicaid popula­
tions. These programs provide 
quality and cost-effective services to 
individuals at risk of institutional 
care. 

The managed care program at 
Medicaid is exploring different 
methods of health care delivery. The 
presen t "fee for service" system of 
care does not provide for a coordi­
nated, case managed system of care 
and does not emphasize preventive 
care. The goal of the managed care 
program is to develop a quality, 
accessible, and cost effective system 
of care for all Medicaid eligibles. 

Managed Care 

Many states are redesigning 
their Medicaid programs from a 
traditional fee-for-service health 
care delivery system to a managed 
care approach. This concept pro­
motes a coordinated and compre­
hensive system of health care serv­
ices that emphasizes prevention and 
education. There is substantial evi­
dence that managed care plans 
provide quality health care at less 
cost than fee-for-service. The Ala­
bama Medicaid Agency plans to 
initiate the managed care concept 
for all geographical areas of the state 
over the next five years. 

Managed care is a coordinated 
strategy designed so that a primary 
health care provider or case manager 
may provide care directly to patients 
and authorize all other health care, 
except true emergencies, that is 
received by the patient. 

With fee-for-service, access to 
health care services is limited for 

many Medicaid recipients . Many 
beneficiaries lack a routine system of 
coordinated and continuous health 
care. This lack of care usually results 
in fragmentation, duplication of 
services, and indiscriminate "doctor 
shopping." Under the managed care 
concept, the patient is directed to use 
a primary provider, and the unnec­
essary use of hospital emergency 
rooms, drug prescriptions, and med­
ical tests are eliminated. 

Waiver Senrices 

Like many other states, Alabama 
has taken advantage of the provi­
sions of the federal Omnibus Budget 
Reconciliation Act of 1981 and has 
developed waivers to Federal Medi­
caid rules. The waiver programs are 
aimed at helping recipients receive 
extra services that are not ordinarily 
covered by the Medicaid program in 
this state. 

The waiver for the mentally 
retarded provides habilitation serv­
ices, group home services, supervised 
community living arrangement serv­
ices and respite care to Medicaid 
eligible mentally retarded clients. 
The Department of Mental Health 
and Mental Retardation contracts 
with providers statewide to provide 
services for the waiver. The services 
provided through this program pre­
ven t Deedless institu tionalization 
and give support to recipients 
released from mental retardation 
facilities. 

The difference in cost between 
services provided under the waiver 
and institutional services is dra­
matic. It costs less than $10,000 a 
year to care for a mentally retarded 
client in the community, compared 
to institutional care which costs 
nearly $50,000 a year. During FY 
1990, about $12 million was 
expended to provide services to 
1,732 clients through the MR waiver 
program. During the same period, 
almost $60 million was spent in ICF / 

MR institutions to serve 1,386 clients. 

Medicaid's waiver program for the 
elderly and disabled, which was 
renewed for a five-year period begin­
ning October 1, 1987, provides serv­
ices to persons who might otherwise 
require institutionalization. The five 
basic services are case management, 
homemaker services, personal care, 
adult day health and respite care. 
The program has expanded greatly 
since its beginning, with all services 
becoming available as of FY 1990. 

People receiving services through 
Medicaid waivers must meet certain 
eligibility requirements. Those served 
by the waiver for the elderly and 
disabled are recipients of Supple­
mental Security Income or state 
supplementation who meet the med­
ical criteria for nursing home care 
financed by the Medicaid program. 
Providers of services to this group 
include the Alabama Department of 
Human Resources, which delivers 
services through its 67 county offices, 
and the Alabama Commission on 
Aging, which contracts with Area 
Agencies on Aging to deliver services. 

The waiver services program is 
working with other state agencies to 
develop additional programs to serve 
Medicaid ,eligibles in the community. 
The waiver programs have proven 
that quality, cost effective care can 
be provided in a community setting. 

The Omnibus Budget Reconcilia­
tion Act of 1989 greatly expanded 
the number of home care services to 
Medicaid eligibles under the age of 
21. This law states that any service 
necessary to treat or ameliorate a 
condition must be provided to any 
Medicaid eligible under 21 years of 
age as long as the condition is 
discovered as a result of a medical 
check-up through the Early and 
Periodic Screening, Diagnosis and 
Treatment Program (EPSDT). This 
provision of OBRA 1989 will greatly 
increase the number of children that 
can be served in the community. 
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Occupational therapy, physical th r ­
apy, in creased durable medical 
equipmen t and other services as 
necessary to maintain Medicaid 
eligibles in the home are available to 
Medicaid eligibles under 21 as of 
April 1, 1990. 

Mental Health 

Services Program 


Through mentaJ health centers 
under contract with the Department 
of Mental Haith and Mental R tar­
dation , Medicaid provides services 
for eligible mentally ill and emotion ­
a lly disturbed people. These services 
include day treatment, medication 
check, diagn osti assessment, pre ­
hospitalization screening, and psy­
chotherapy for individuals, groups 
and families. The program serves 
people with primary psych iatric and 
substance abuse diagnoses. There 
a re 25 mental health centers around 
the state providing these services. On 
a monthly average during FY 1990, 
about 1 million was spent to provide 
services to approximately 6 ,500 
clients. 

Targeted Case 

Management 


Since 1988, the Medicaid Agency 
has offered case manag ment to two 
target groups , mentally ill adults and 
mentally r tarded adults, as long as 
the individuals are Medi aid eligibl . 
Case management to th ese t wo 
groups included assessment of the 
individ ual's condition, developing a 
plan of care, coordinat ing ne d d 
services, following up on the individ ­
ual's progress and reassessment of 
the condition. 

Effective April 1, 1990, as a result 
of coopera tion among the Dep art­
ment of Public Health, Departm n t 
of H uman Resou r ces , Children 's 
Reh abili tat io n Ser vices, and t h e 
Alabama Institute for the Deaf and 
Blind, case m a nagement was 
expanded to include fou r additional 
target groups. Medicaid elig ible 
handicapped h ildren, fost er chil­
dren, pregnant women, and AIDS/ 

HIV positive individuals also may 
receive the same benefits of case 
management as mentally ill or men ­
tally retard d individuaJs. There are 
a variety of different providers who 
as ist the targeted groups in gaining 
access to medical, sociaJ, educational 
and other services. 

Home Health and DME 

The Medicaid home health pro­
gram provides quality medical and 
personal care in recipients' homes. 
These services allow homebound 
persons who meet Medicaid hom 
health criteria to avoid institution ­
alization or to secure an early dis ­
charge from an institution. Nursing 
a nd personal care provided under 
the home health program must be 
certified by a licens d physician and 
provided by home health agencies 
under contract with Medicaid. 

Due to changes in the health care 
delivery system, the demand for 
home health services has been 
increasing. Advanced medical tech­
nology h as made it possible to 
provide more sophisticated care and 
equipment in the home rather than 
incurring the expense of institutional 
care. Hom h alth pati nts may 
require intravenous herapy, tube 
feeding , sterile dressing changes, 
catheter installations , or mainte­
nance care. 

Medicaid criteria for home health 
services are: 

• 	 Hom health agencies must have 
contrac ts with th e Medicaid 
Agency. There were 106 agencies 
participa t ing in FY 1990. 

• 	 Patients must be homebo und 
(essentially confm d to the hom 
because of illness, inj u ry, or 
disability). 

• 	 P a tients mus t be Medicaid 
eligible. 

• 	 Pa tients must be un der the care 
of a physician. 

• 	 Care must be reasonable and 
necessary on a part-time or 
intermittent basis. 

• 	 Care must be recertified at least 
once every 60 days by the attend ­
ing physician . 

Up to 104 home health visits per 
year may be covered by the Medicaid 
Agency. In FY 1990, an average of 
3,475 recipients a month received a 
total of312,317 visits at a cost of over 
$12 million. 

The Supplies , Appliances and 
Durable Medical Equipment (DME) 
program is a mandatory benefit 
under the home h alth program. 
Medicaid recipients do not have to 
receive home health services to 
qualify for the DME program, but all 
items must be medicaUy necessary 
and suitable for use in the home. 
During the fiscal year, Medicaid DME 
provid rs throughout th state fur ­
nished 262,493 units of service at a 
cost of almost $766,000. 
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HOSPITAL PROGRAM 

Hospitals are a critical link in the 

Medicaid health care delivery system. 
Each year about one-sixth of aU 
Medicaid eligibles receive inpatient 
care. About one-fourth of aU eligibles 
are treated as hospital outpatients, 
usually in emergency rooms. There 
are l18 Alabama hospitals t.hat 
particip a te in t he Medicaid program, 
and 30 hospitals in neighboring 
states also participate in Alabama's 
Medicaid program. 

Alabama's Medicaid program 
reimburses hospitals on a daily rate 
that varies from hospital to hospital. 
The per diem rate is determi.ned by 
a formula t.hat takes into account 
many factors, incl uding a hospital's 
cost s, the services provided and 
efficiency factors such as occupancy 
rates. 

Ac ute medical care in an outpa­
t ien t setting is much less costly than 
inpatient care. The proper use of 
ou tpatien t care reduces medical 
costs and is conven ien t for the 
recipien t. However, many Medicaid 
patients use emergency rooms when 
all they need or want is to see a 
doctor. Since an outpatient visit i 
twice as expensive as a doctor's office 
visit, the misuse of outpatient serv­
ices has an impact on Medicaid 
expenditures. Limitations on outpa­
tient visits have lessened the problem 
of abuse, but the number of out­
patient visits is on the increase 
because of the trend toward per­
forming more and more procedures 
on an outpatient basis. 

Ut ilization review is mandated 
under federal regulations to ensure 
that Medicaid inpat ient admissions 
are based on medical necessity. The 
in patient utilization review unit of 
the Alabama Med icaid Agency per~ 

forms the duties ou tlined in the 
regulations. There are 68 in-state 
hospitals in Alabama that are con ­
sidered "delegated" and do their own 
utilization review; 50 hospitals are 
"non-delegated" and must call t he 
Medicaid Agency for approval of 

medical necessity for admission and 
contin ued stays. Methods for con ­
ducting these reviews include admis­
sion screening, preadmission review, 
utilization review cond ucted by 
hospital committees, continued stay 
review, on-site review, and retrospec ­
tive sampling. 

Hospital u tilization review is 
designed to accomplish these goals: 

• 	 Ensure medically necessary hos ­
pital care to recipients, 

• 	 Ensure t h a t Medicaid funds 
allocated for hospital services 
are used efficienUy, 

• 	 Identify funds expended on inap­
propriate services. 

Limitations on hospital services 
were in effect during FY 1990. Inpa­
tient hospital days are limited to 14 
days per calendar year. However, 
additional days are available in the 
following instances: 

• 	 When a child has been found , 
through an EPSDT screening, to 
have a condition that n eeds 
treatment, 

• 	 When a child is under one year 
of age, he or she may receive 
unlimited inpatient days in a 
hospital that has been desig­
nated by Medicaid as a dispro­
purtionate share hospital, 

• 	 When authorized [or deliveries 
(onset of active labor thro ugh 
discharge). 

There were also limitations on 
outpatient hospital services during 
this fiscal year. Medicaid will pay for 
a maximum of three nonemergency 
outpatient visits per eligible during 
a calendar year . Exce'ptions are 
made for certified emergencies, 
chemotherapy, radiation therapy, 
and visits solely for lab and x-ray 
services. Additional outpatient visits 
may be prior authorized if requested 

by the physician . 

Most Medicaid hospital patients 
are required to pay a copayment for 
hospital care. The copayments ar 
$50 per inpatient admission and $3 
per outpatien t visit. Recipients under 
18 years of age, nursing home res ­
idents , pregnant women and others 
are exempt from copayments. (How­
ever, a recipient discharged from th 
nursing home and admitted to the 
hospital must pay the $50 inpatient 
copayment.) A provider may not 
deny service to a Medicaid eligible 
due to the recipient's inability to pay 
the copayment. 

In Jan u ary 1989, Medicaid 
expanded coverage of organ trans ­
plants, and as a result, the n umber 
of transplants funded by the Agency 
has increased. In addition to kidney 
and cornea transplants, which do 
not require prior approval, Medicaid 
approved seven liver transplants and 
eleven bone marrow transplants in 
FY 1990. Liver transplants ar 
limited to children under 21 years 
of age. 

Ambulatory Surgical 

Center Services 


Medicaid covers amhulatory 
surgical services, which are proce­
dures that can be performed safely 
on an o utpatient or ambulatory 
surgical center (ASC) basis. Services 
performed by an ASC are reimbursed 
by means of a predetermined fee 
established by the Alabama Medicaid 
Agency. Services are limited to three 
visits per calendar year, with pay­
ment made only for procedures on 
Medicaid's outpatient surgical list. 

A listing of more than 1,700 
covered su rgical procedures is main ­
tained by the Alabama Medicaid 
Agency and furnished to aU ASCs. 
The list is reviewed and updated 
quarterly. The Agency encourages 
o u tpatient surgery whenever 
possible. 
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Ambulatory surgical centers have 
an effective procedure for the imme­
diate transfer to a hospital for 
patients requiring emergency medi­
cal care beyond the capabilities of the 
center. Medicaid recipients are 
required to pay and ambulatory 
surgery center providers are 
required to collect the designated 
copayment amount for each visit: At 
the end of FY 1990, 17 ASC facilities 
were enrolled as providers in this 
program. 

Renal Dialysis Program 

The Medicaid renal dialysis pro­
gram was implemented in 1973. 
Since that time, enrollment of renal 
dialysis providers in the Medicaid 
program has gradually increased to 
its present enrollment of 37 free­
standing facilities. 

Renal dialysis services covered by 
Medicaid include maintenance 
hemodialysis, and C.A.P.D. (Contin­
uous Ambulatory Peritoneal Dialy­
sis), as well as training, counseling, 
drugs , biologicals, and related tests. 

Although the Medicaid renal dial ­
ysis program is smail, it is a life-saving 
service without which many recip ­
ients could not survive, physically or 
financially. 

[ Rural Health Clinics 

The Medicaid rural health pro­
gram was implemented in April 1978. 
Services covered under the rural 
health program include any medical 
service typically furnished by a 

physician in an office or a home visit. 
Limits are the same as for the 
physician program. 

Rural health clinic services, 
whether performed by a physician, 
nurse practitioner or physician 
assistant, are reimbursable. A phy­
sician or nurse practitioner is avail ­
able to furnish patient care while the 
clinic operates. 

Rural health clinics are reim ­
bursed at the reasonable cost per 
visit established for the clinics by the 
Medicare fiscal intermediary. At the 
end of FY 1990, eight rural health 
clinics were enrolled as providers in 
the Medicaid program. 

Federally Qualified 

Health Centers 


The Medicaid Federally Qualified 
Health Centers Program was imple­
mented April I, 1990, as a result of 
the Omnibus Budget Reconciliation 
Act of 1989. Certain Comm unity 
Health Centers, Migrant Health Cen­
ters, and Health Care for the Homeless 
Programs are automatically qualified 
to be enrolled, with others able to be 
certified as "Look Alike" FQHCs. 

Services covered by the FQHC 
program include ambulatory serv­
ices provided by physicians, physi­
cian assistants, nurse practitioners, 
clinical psychologists, and clinical 
social workers employed by the 
FQHC. Federally Qualified Health 
Centers are reimbursed by an 
encounter rate based at 100 percent 
of reasonable cost. Medicaid estab­

lishes reasonable cost by using the 
centers' annual cost reports . 

At the end of FY 1990, 12 FQHCs 
were enrolled as providers. Addi­
tional centers have been certified for 
enrollment by the Health Care 
Financing Administration. 

Inpatient Psychiatric 

Program 


The Inpatient Psychiatric Pro­
gram was implemented by the Medi­
caid Agency in May 1989. This pro­
gram provides medically necessary 
inpatient psychiatric services for 
recipients under the age of 21 if 
services are authorized by the Ala­
bama Medicaid Agency and rendered 
in Medicaid contracted psychiatric 
hospitals. Only psychiatric hospitals 
which are approved by the Joint 
Commission for Accrediation of 
Healthcare Organizations and have 
distinct units and separate treat­
ment programs for children and 
adolescents can be certified to par­
ticipate in this program. At the end 
of FY 1990, there were two hospitals 
enrolled. 

Persons participating in the pro­
grams must meet certain qualifica­
tions and the services performed 
must be expected to reasonably 
improve the patient's condition or 
prevent further regression. 

An individualized active treatment 
plan must be developed by the 
treatment team for each recipient 
and forwarded to the Medicaid 
Agency for authorization for services. 

FY 1988-1990 
HOSPITAL PROGRAM 
Changes in Use and Cost 

Table - 25 

Year 
Recipients of 

Inpatient Care 
Payments 

For Services 
Medicaid's Annual 
Cost Per Recipient 

1988 
1989 
1990 

46,449 
58,733 
60,350 

81,541,443 
105,900,822 
135,255,262 

1,756 
1,803 
2,241 
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FY 1990 Table - 26 
PAYMENTS TO HOSPITALS 
By County (in thousands of dollars) 

L\'\I,\fl 

Vl0\N KLJ N 

$1 ,301 

' ·1 A RI O, 

LAWRENC R 

WI NSTO l\ 

$1,006 

FAYETTE 

$7 49 
.------''---, 

PI CKE:-:S 

WAS1I~,\( :1\):, 

$847 

$1,11 8 

"''lOR ( ;,\."l 

)iSt \;"I BIA 

$1,300 

MO BILE 

$6,25 2 

COVINGTON 

$1,549 

$1,845 
JACKSOl\ 

COl-TEI-: 

$1 ,156 
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FY 1986-1990 
HO PITAL PROGRAM 
Outpatients 

Table ­ 27 

FY'86 FY '87 FY '88 FY '89 FY ' ~.)Q 

Nllmber Of utpatienls 
Percent of Eligi bl es sing 

Outpati t'nt Services 
nnual Ex pfndit ure For 
Outpatient Care 

Cost Per Patient 

102,082 

27 '1r 

$1:'1,006,467 
$127 

92,255 

257t­

$6,801.14H 
874 

92.(';00 

25'/;' 

$8,2118,803 
$89 

103.66' 

27 llc 

S9,605,9 J 1 
$93 

11 5.957 

;:j3~ 

$12,824,623 
112 

PHYSICIAN PROGRAM 


participate in th Medicaid program. 
For other types of physicians' services, 
the submitted claim is considered a 
contract as long as the physician i 
enroll d in the Medicaid program and 
has a provider number. 

In generaL, the per capita cost of 
Medicaid services to t he aged is higher 
than for other categories of recipients. 
One reason is that older people are 
more likely to have health problems. 
However, Medicaid physicians' care 
co ts for the aged are low r than for 
mo t categories. This is b cause most 
of Medicaid's aged recipients also have 
Medicare coverage . III cases when 
individuals have both M dicaid and 
Medicare coverage, Medicare pays the 
larger portion of th physicians' bills. 

are eligible for an eye examination and 
one pair of eyeglasses every alendar 
year. However, Medicaid does not 
replace eyeglasses d ue to loss or 
breakage. Hard or soft contact lenses 
are available when prior authorized by 
th Medicaid Agency for apkakic (post 
cataract surgery) patients and for the 
treatment of keratoconus. III luded in 
this service are the fitting of th lenses 
and up rvision of adaptation . 

I n keeping with the agency's policy 
of cost containment, eyeglasses are 
chos 'n through competitive bidding. 
Th contractor is required to furnish 
eyeglasses that meet federal, state and 
agency standards. The election of 
frames includes styl s for m n, women, 
t ens and preteens. 

P hysicians are a crucial compo­
nent in the d livery of health care to 
Medicaid eligibles. Service to eligibles 
is based on medical ne essity, wit h 
physicians d t rmining thf' need for 
medical care. Phy icians provide t his 
eare direct! and prescribe or arrange 
for aduitional health b nefits. It is the 
phy irian who determines what, drugs 
a patient receives, decides when a 
patient n('eds nursing home or inpa­
tient hospit.al care, and controls the 
are of the pati nt in an institution. 

The majori ty of licensed physicians in 
Alabama participate in the Medicaid 
program. More t han three-fourths of 
Alabama's Medicaid eligibles receiv d 
physicians' services in FY 1990. 

Recipients visiting a physician are 
requ ired to pay a $1 co-payment per 
office visit. The reason for co-payments 
is utilization control. Recipient under 
18 years of ag , nursing home re, i­
dents, and pregnant wom n are 
exempt from copaym nts. Certain 
physicians' services do not require co ­
paymenLs. These include family plan­
n ing services , phy ic ian inpatient 
hospital visits, physical therapy, and 
mergenci s. PhYSicians may n t deny 

services due to the recipient's inability 
to pay the co-payment. 

Most Medicaid providers must sign 
contracts with the Medicaid Agency in 
order to provide services to eligibles. 
Physicians who participate in the 
MediKids program must sign an agree ­
ment limiting charges for screening 
ch ildren. Also, nurse midwives are 
required to sign contracts in order to 

Eye Care Program 

Th Alabama Medicaid ye are 
program provides eligibles with con ­
tinu d high quality professional eye 
are. For children, good eye-sight is 

ess ntial to learning and development. 
For adults, good vision is critical to selt'­
sufficiency and t h maintenance of a 
high quality of life. Through the opto ­
metric program, Medicaid eligibles 
rec ive a level of ye care comparable 
to that of the general public.. 

The eye care program provides 
services through ophthalmologists, 
optometrists and opticians. Adults (2 1 
years of ag and older) are eligible for 
one complet eye examination and on . 
pair of eyeglasses every two calendar 
years. Recipien ts under 21 years of age 

Laboratory and 

Radiology Program 


Laboratory and radiology services 
are essential parts of the Medicaid health 
care delivery system. Many diagnostic 
procedu.res and m thod of treatment 
would be impossible without the avail­
ability of these valuable services. 

Sinc lab and x-ray servic s are 
ancillary parts of oth r services, 
Medicaid will not pay for lab and x­
ray services if the other services 
performed are not covered. 

Laboratory and radiology providers 
must be approved by the appropriate 
licensing agency, and independent lab 
and x-ray facilities mu t ign a con­
tract with Medicaid. 
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FY 1990 
PHYSICIAN PROGRAM 
Use and Cost 

Table ­ 28 

Category Payments Recipients 
Cost per 
Recipient 

Aged 
Blind 
Disabled 
Dependent 

$3,188,946 
$399,316 

$20,307,394 
$37,694 ,972 

53,392 
1,386 

70 ,322 
171,470 

$60 
$288 
$289 
$220 

All Categories 

- - . - --­ -­_ 

$61 ,590,628 

----­

280,280 $220 

FY 1989-1990 
LAB AND X-RAY PROGRAM 
Use and Cost 

Table - 29 

Year Payments Recipients 
Annual Cost Per 

Recipient 

1989 

1990 

$1,626,541 

$2 ,806,128 

51,097 

71,226 

$32 

$39 
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LONG TERM CARE 

Care for acutely ill, indige nt 

patients in skiJI d n ur iog homes was 
mandated in 1965 with the enact­
ment of Medicaid (Title XIX). SkWed 
nursing care is a mandatory service. 
All states must provide this care in 
their Medicaid programs. Alaba'ma 
Medicaid has had a skilled nursing 
program sin e 1970. 

In FY 1990, the long-term care pro­
gram (;onsisted of skilled and interme­
diate car . Recipients who are sick 
eno ugh to requ ire around-the-clock 
nursing care are furn ished skilled care. 
The Alabama Medicaid Agency has 
provided intermediate care since 1972. 

The increase in nursing home 
utilization coincided with a change 
in the pattern of use of intermediat 
and skiHed care during the 1970's. 
Early in t he decade there w re more 
ski lled than intermediate care 
patients, but as the decade pro­
gressed the trend gradually was 
reversed. In FY 1990 only 14 percent 
of nu rsing hom > recipients were 
receiving skWed care. 

A major factor in this hange was 
the move toward dually certifi d 
facilities or nu rsing homes t.hat t reat 
both skilled and intermediate care 
patien ts. Another reasOn was t he 

advent of combination reimburse­
ment. ursing homes are reimbursed 
at a singl corporate rate based on 
allowed costs rather than the level of 
care provided to individual patients. 

Since 1983, the average monthly 
count of nursing home recipients has 
changed v ry little. Factors contri ­
buting to he stabilizat.ion of n ursing 
home use by Medicaid patients 
include the availability of home 
h alth services, the implem ntation 
of home an community-based serv­
i es to prev nt institutionalization, 
the continued application of medical 
criteria to ins u re that Medicaid 
nursing home patients have genuine 
medical needs requiring professional 
nursing care, and a managemen t 
information system that makes 
timely and accurat ftnancial Jigi­
bility decisions possibl . 

A regulation issued by the Depart­
ment of Health and Human Services, 
provides an alternative to terminat­
ing Medicare and Medicaid provider 
agreements with long term care 
facilities that are fo und to be out of 
compliance with pr gram require­
ments. In facilities with deficiencies 
that do not pose immediate jeopardy 
to the health and safety of pati nts, 
Medicaid may impose a sanction 

denying payment for new Medi aid 
admissions. The denial of payment 
sanction provides an option to 
terminating a facility's provider 
agreement while still promoting 
orrection of deficiencies. 

. Alabama uses a Uniform Cost 
Report (UCR) to establish a Medicaid 
payment rate for a facility. It takes 
into consideration the nursing facil ­
ity plant, fmancing arrangements, 
staffing, management procedures, 
and efficiency ofoperations. The CR 
must be completed by each nursing 
facility and submitted to the Ala­
bama Medicaid Agency by September 
15 of each year so that a new rate 
may be established and implemented 
by January 1 of the following year. 
Allowable expenses included in the 
r imbursement rate are employee 
salaries, eq uipment, consultation 
fees , food service, supplies, mainte­
nance and utilities, as well as ther 
xpenses to be in .urr d in maintain ­

ing full complian with standards 
required by state and federal regu ­
latory agencies. 

Medicaid pays the long-term care 
facility 100 percent of the diff rence 
betwe n the Medicaid-assigned reim­
burs ment rate and the patient's 
available income. 

FY 1988-1990 
LONG­TERM CARE PROGRAM 
Patients, Months, and Costs 

Table ­ 30 

Year 

N umber of ursin g 
Home Patien t.s 
nduplicated Total 

Average Length 
Of Stay 

During Year 

Total PatienL-
Days Paid For 
By Medicaid 

Average Cost 
Per Patient Per 

Day To Medicaid 
Total Cost 

To Medicaid 

1988 
1989 
1990 

20,755 
21,272 
21.648 

251 Days 
229 Days 
235 ays 

5,218,730 
4 ,877,082 
5,087,346 

$29 
$3] 
$33 

$152,068,104 
$152,211 ,271 
$169 ,1% ,695 
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FY 1990 
LONG-TERM CARE PROGRAM 
Number and Percent of Beds Used by Medicaid 

Table ­ 31 

Veal" 

Licensed 
N ursing 

Home Beds 

Medica id 
Monthly 
Average 

Annual 
Undupl ica ted 
Total Patients 

Percent of Beds 
Used By Medicaid 

In An Average Month 

1988 
1989 
1990 

22,622 
22,293 
22,302 

14,278 
13,012 
13,300 

20,755 
21,272 
21,648 

63.1% 
58.4% 
59.6% 

FY 1990 Table - 32 
LONG-TERM CARE PROGRAM 
Recipients by sex, race, and age 

FY 1990 Table - 33 
LONG-TERM CARE PROGRAM 
Payments by sex, race, and age 

All Recipients 

By Sex 

Female 
Male 

By Race 

White 
Nonwhite 

By Age 

0-5 
6-20 
21-64 
65 & Over 

Skilled 

$24,445,239 

$18,582,305 
$5,862 ,934 

$16,640,852 
$7,804,387 

S540,516 
$1,618,484 
$3,520,858 

$18,765,380 

Intermediate Total 

$144,750,456 $169,195,695 

$130,433,864 $111,85 1,559 
$32,898,897 $38,761,831 

$115,372,213 $132,0 13,065 
$29,378,243 $37,182,630 

$546,846$6 ,330 
$2,495 ,403 $876,919 

$16 ,047,489 $19,568,347 
$127 ,8 19,718 $146,585,099 

Skill ed In termed ia te Tota l 

All Recipients 4,947 16,708 21,655 

By Sex 

Fema le 3,7] 5 
Male J ,2:32 

By Race 

White 3,486 
Nonwhi te 1,461 

By Age 

0-5 33 
6-20 95 
21-64 51 3 
65 & Over 4,306 

] 2,744 
3,964 

18,484 
3,224 

1 .. 
58 

1,567 
15, 082 

16,459 
5,196 

16,970 
4,685 

34 
153 

2,080 
19,388 

FY 1988-1990 
LONG·TERM CARE PROGRAM 
Number of Recipients 

Table ­ 34 

Skilled Intermediate Total 

FY'88 FY'89 FY'90 F Y'88 FY'89 FY'90 FY '88 FY'89 FY'90 

Monthly Average 
Yearly Tota l 
Average Length of Stay 

1,1 50 1, 105 
2,930 4,057 

139 days 99 days 

1,865 
4,947 

146 days 

13, 128 1 t ,907 11 ,443 
17,825 17,215 16,701 

270 days 258 days 261 days 

14,278 
20,755 

251days 

13,012 14,278 
21,2 72 21,648 

229 days 235 days 
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FY 1990 Table - 35 
PAYMENTS TO NURSING HOMES 
By County (in millions of dollars) 

$1.9 $3.7 

FRANKLIN LAWRENCE 

$2.0 

MARIO N 

$2.2 
WINSTON 

$2.1 

LAM AR FAYETTE 
$1.6 

PICKENS 

$0.3 

MOBILE 

$12.2 

$1.0 

TUSCALOOSA 

$5.3 

ESCAMBIA 

$1.7 

MADISON 

MORGAN 

CULLMAN 

$3.9 

COV INGTON 

$1.8 

$1.3 
JA CKSO N 

COFFEE 

$2.1 

$1.0 HOUSTON 
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LONG TERM CARE FOR THE MENTALLY ILL 

The Alabama Medicaid Agency, in 

coordination with the State Depart­
ment of Mental Health and Mental 
Retardation , includes coverage for 
Medicaid-eligible mentally retarded 
and mentally diseased recipients who 
require care in an Intermediate Care 
Facility (ICF). Eligibility for t hese 
programs is determined by categor­
ical, medical and/or social require­
ments specified in Title XIX. The 
programs provide treatment which 
includes train ing and habilitative 
services intended to aid the intelJec­
tual, sensorimotor, and emotional 
development of a resident. 

Facilities in which intermediate 
care for the mentally retarded are 
provided inclu de lht' Albert P . 
Brewer Develop mental Center in 
Mobile, the .J. S. Tarwater Develop­
men tal Center in Wetumpka, the 
Lurleen B. Wallace Developmental 
Center ill Decatur, Partlow State 
School and Hospital in Tuscaloosa, 
and the Glenn Ireland TI Develop­
mental Center near Birmingham. 

In recent years there has been a 
red uction of more than 300 beds in 
intermediate care facilities for the 
men tally retarded statewide. This 
reduction is a cooperative effort by 
the Department of Mental Health 
and Men tal Ret ardat ion and t he 
Alabama Medicaid Agency to dein­
stitu tion alize as many clients as 
possible a nd serve clien ts in the least 
restrictive setting. 

In addition to contributing the 
federal share of money for care in 
large residentia l facilities, Medicaid 
also covers intermed iate care of 
mentally retarded residents in three 
small fac ilities of 15 or fewer beds. 
Those fac ilit ies include Great Hall­
Riverbend Center for Mental Health 
in Tuscu mbia, Volunteers of America 
# 20 in Huntsville, and Volunteers of 
America #40 in Hartselle. Institu­
tional care for the mentally diseased 
is provided through Alice Kidd 
Intermediate Care Facility in Tusca­

loosa and S. D. Allen Intermediate 
Care Facility in North port. 

Payments for lo ng-term mental 
health and mental retardation p ro­
grams have increased dram atically, 
from less than $2 million in FY 1979 
to more than $60 million in FY 1990. 
In FY 1989 the average payment per 
day in an institution serving the 
menta lly retarded was a pprox i­
mately $136. 

In terms of total Medicaid dollars 
expended and t he average monthly 
paymen t per patient, the ICF-MR/ 
MD program is extremely costly. 
However, the p rovision of this care 
through the Medicaid program is 
saving the taxpayers of Alabam a 
m illions of sta te d ollars. These 
patients are receiving services in 
sta te-operated mental health institu­
tions. If the Medicaid program did 
not cover the services provided to 
t hese patients, the Alabama Depart­
ment of Mental Health and Mental 

Retardation would be responsible for 
he total funding of this care through 

its state appropriation. In FY 1990, in 
cooperation with the Alabama Medi­
caid Agency, Mental Health was able 
to match every 27 state dollars with 
73 federal dollars for the care of 
Medicaid-eligible ICF-MR/MD patients. 

A home and community-based 
program for the mentally retarded 
was implemented by the Alabama 
Medicaid Agency in FY 1983. This is 
in accordance with the Agency's 
stated policy of using Medicaid funds 
to pay for effective but less expensive 
means of treatment. The program is 
designed for mentally retarded indi­
viduals who, without this service, 
would require institutionalization in 
an reF /MR facility. Services offered 
are those of habilitation which insure 
optimal fun ctioning of the mentally 
retarded within a community setting. 
Without these community services, 
more mentally retarded citizens 
would require institutionalization. 

.. FY 1990 
LONG­TERM CARE PROGRAM 
ICF-MRlMD 

Table - 36 

ICFIMR ICFIMD-Aged 

Recipients 

Total Payments 

Annual Cost Per Recipient 

1,365 

$64,176,777 

$47,016 

340 

$4,868,805 

$14,320 
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PHARMACEUTICAL PROGRAM 


Although the pharmace u tical 
program is an op tional service un der 
federal Medicaid rules, it is ital to 
the Me dic aid program . Trea ting 
illnesses with p rescription drugs is 
usually much less expensive an d 
often as effect ive as alternatives such 
as hospitalization and / or surgery. 
For this reason, the pharmacy pro­
gram represents one of the most 
cost-effective services. 

Realistically, modern medical 
treatment would be impossible with­
out drugs. In recent years, medi al 
professionals have been very success­
ful in finding medications that ma ke 
more expensive al te rnatives 
unnecessaly. 

In FY 1990, pharmacy providers 

were paid approximately $60 million 
for pre. criptions dispensed to M di ­
caid eligi bles . Th is expenditure 
represents about 10 percent f 
Medicaid paymen ts for services. The 
Medicaid Agency reimburses partic­
ipating p harm acist for di p nsing 
medicat ion t hat is ba ed on the 
ingredient cost of the prescripl.ion 
plus a dispensing fee. Dispensing fees 
were in creased effective April 1, 
1988, as follows : 

Retail Pharmacy $3.75 

Institu tional Pharmacy $2.77 

Government Pharmacy $1.90 

Dispensing Physician $1.21 

Primarily to control overuse, Medi­

caid recipien ts must pay a eopay­
men t which rang s from 50 cents to 
$3, depending on drug ingredient 
cost. In addition, prescribing physi­
cians are limited to t h 15,000 drug 

ntities listed on the Alabama Medi­
'caid Formulary. The formulary con­
sists of approximately 70 percent 
generic drugs. However, every effort 
is made to avoid restricting a phy­
sician's choice [drugs. 

The pharmacy program is respon­
sible for maintain ing a list of injectable 
medicat ions that can be adm inistered 
by physician providers. Reimburse­
ment for these injectables is payabl 
through the physician program. The 
physician may bill eith r an office visit 
or for the cost of the drug plus an 
administration fee. 

FY 1990 
PHARMACEUTICAL PROGRAM 
Counts of Providers by Type 

Table - 37 

Type of Provider Number 

Retail 1, ] 52 

Insti tutional : 4 

Governmental 5 

Dispensing Physi cian 2 

Tota l 1,192 

FY 1988-1990 Table ­ 3 
PHARMACEUTICAL PROGRAM 
Use and Cost 

Number Of Recipients umber Rx P rice Cost Total 
Drug As a % Of Of Per Pe r Per Cost To 

Year Recipients Eligibles Rx Recipient Rx Recipient Medicaid 

1988 226,602 62% 3,728,203 16.45 $12.90 $212.30 $48,107,554 

1989 236,608 61% 3,807 ,604 16.09 $13. 74 $ 2l.1O $52,313,877 

1990 253 ,457 61% 3,983,206 1D .72 $15.19 $238.73 $60,508,220 
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