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The Honorable Jim Folsom 
Governor of the State of Alabama 
Statehouse 
Montgomery, Alabama 36130 

Dear Governor Folsom: 

You have before you the 20th Annual Report of the Alabama Medicaid Agency. The 
report covers activities for the fiscal year that began October 1, 1991, and ended Septem­
ber 30 , 1992. 

During the fiscal year, we continued to defend our right to raise additional state rev­
enues through provider taxes . The support from you, the state Legislature, the Congres­
sional delegation, and thousands of Medicaid recipients and advocates helped save the 
program. The Agency staff has renewed its dedication to providing the most cost effective 
services possible in the most efficient manner. Providing needed health care services for 
all eligible recipients cost $424 million in state funds, with the federal government pro­
viding more than $1.1 billion in fiscal year 1992. 

The Medicaid Agency is a vital and essential part of the health care infrastructure and 
therefore plays a critical role in the economic development of the state. In many of our 
rural and inner city urban areas, Medicaid is the sole financial support for the health 
care system, regardless of income levels. 

Although I have been Commissioner for only a short time, I have worked diligently, as 
others have in the past few years, to move the Medicaid program forward. With an effec­
tive Medicaid program, we ultimately enable individuals to be productive to improve the 
lives of their children and to improve the lives of their family members who are elderly. 
An investment in the health of our citizens is the greatest investment the state can make 
for our future. 

Sincerely, 

Br ian W. Moore 

Commissioner 




Mission Statement 

The mission of the Alabama Medicaid Agency is to 
empower our recipients to make educated and informed 
decisions regarding their health and the health of their 
families. We do this by providing a system which facili­
tates access to necessary, high quality, preventive and 
acute medical, long term care, health education and 
related social services to Medicaid eligibles and other 
needy populations ofAlabalna. Through teamwork we 
strive to operate and enhance a cost efficient system by 
building an equitable partnership with health care 
providers, both public and private. 

This annual report was produced by the Outreach and Education 
Division of the Alabama Medicaid Agency. Statistical data was 
produced by the Agency 's Planning and Analysis Division. 
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Introduction: There was 
much uncertainty surrounding the 
future of the Alabama Medicaid 
program during fiscal year 1992. 
The Health Care Financing Admin­
istration (HCFA) is sued a regula­
tion designed to severely restrict 
states' use of provider taxes . The 
taxes have been wid e ly used to 
increase the state's share eligible 
for federal matching funds . The reg­
ulation placed Alabama in a precar­
ious situation . Receiving almost 50 
percent of the state share from 
provider taxes, Medicaid was faced 
with a possible shutdown of the pro­
gram. A compromise was reached in 
November 1991 with the federal 
government allowing states to con­
tinue using the taxes but with a 
change in the methodology of taxing 
providers. 

Even through a time when the 
future looked bleak , the Medicaid 
program continued to operate with 
successes . The maternity waiver 
program, providing a comprehen­
sive, coordinated, and case man­
aged system of total obstetrical 
care, expanded into 16 additional 
counties. The expansion brought to 
a total of 38 the number of counties 
participating in the program during 
FY 1992. Those a dded were 
Choctaw, Clarke, Conecuh , Cull ­
man, Dallas, Escambi a, Fayette , 
Lamar, Lee, Marengo , Marion, 
Marshall , Perry, St. Clair , Wa sh­
ington and Wilcox counties . 

The infant mortality r a te for 
1991 was 11 .2 deaths per 1,000 live 
births . Although up from the 1990 
rate of 10.9 infant deaths per 1,000 
live births, the 1991 rate was one of 
the lowest rates in m a ny years. 
Alabama still ranks above average 
nationally in the number of infant 
deaths each year, but as a result of 
outreach efforts by Medicaid , the 
Department of Public Health , advo­
cacy groups, physicians , and a vari-
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ety of health care organizations to 
educate women on the importance 
of prenatal care and healthy 
lifestyles during pregnancy , the 
state is starting to see improved 
birth outcomes . 

Provider Specific Taxes, 
Part II: In November 1991, Con­
gress enacted a statute which 
required the Medicaid Agency to 
ask the state Legislature during its 
1992 session to revise the Agency's 
provider taxes that were passed the 
previous year. The Alabama Legis­
lature during its 1991 session 
passed into law a tax on all phar­
macies and on nursing homes and 
hospitals in the state that accepted 
Medicaid patients. The taxes would 
be used to generate revenue for the 
Medicaid program . The s tatute 
issued in November required states, 
if participating in the provider tax 
program, to tax all providers in a 
particular class such as all hospi­
tals and all nursing homes - not 
just those accepting Medicaid . 

With the change in the tax 
structure came some improvements 
in the Medicaid program. Since 
October 1, 1991, physicia ns deliver­
ing babies in rural communities 
have been reimbursed at a higher 
rate than their urban counterparts. 
The rate is $1,700 per global deliv ­
ery for rural areas and $1 ,300 per 
global delivery in urban a reas. The 
higher rate in rural settings is 
expected to encourage physicians to 
remain in the rural areas . 

Hospitals in rural communities 
have also seen an adjustment in the 
way they are reimbursed by Medic­
aid. Instead of being reimbursed at 
a limited percentage based on oper­
ating costs, rural hospitals are now 
paid at 100 percent of their operat­
ing costs. 

Other improvements include an 
increase in the number of reim­

bursable inpatient hospital days 
and inpatient physician services 
from 14 to 16 days, and visits made 
to a doctor's office were increased 
from 12 to 14 per recipient per year. 

Pryor Bill Implemented: 
The Pryor Bill, passed by Congress 
as part of the Omnibus Budget Rec­
onciliation Act of 1990, provides for 
an open formulary for Medicaid 
pharmacy programs across the 
nation. The bill requires states to 
cover almost all drugs produced by 
drug manufacturers that have 
signed rebate agreements with the 
Secretary of Health and Human 
Services. The purpose of the legisla­
tion was to pass on to the Medicaid 
programs the discounts drug manu­
facturers have traditionally offered 
their larger clients . 

Because of the Pryor Bill, Med­
icaid recipients have access to more 
drugs that can be prescribed by 
their physicians. At the same time, 
physicians have a greater number 
of reimbursable drugs to prescribe 
to their Medicaid patients. 

Medicaid budgeted $24 million 
in state and federal funds for imple­
mentation of this federal law during 
the last four months of FY 1991. 
The state share of that amount was 
$6.5 million. Although the law was 
actually implemented during FY 
1991 , the Agency did not feel an 
effect until FY 1992. 

Preventive Health Edu­
cation Services Imple­
mented: Effective October 1991, 
Medicaid began covering preventive 
health education classes. The pre­
ventive health education program is 
designed to offer expanded educa ­
tional services for pregnant a nd 
postpartum women that go beyond 
the limited services offered under 
the existing Medicaid progra m . 
These services are provided in a 
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classroom setting by a physician or 
other licensed practitioner of the 
healing arts who presents detailed 
preventive health educational 
material. The program curricula 
are designed to teach disease and 
disability prevention and to prolong 
life and promote physical and men­
tal health. 

The educational servIces cov­
ered include the following: 

Prenatal parenting (childbirth 
preparation) - a series of classes 
teaching pregnant women about the 
process of pregnancy, healthy 
lifestyles and the importance of reg­
ular prenatal care. 

Postnatal parenting - a series of 
classes designed to help new par­
ents improve their parenting skills 
by focusing on specific needs of 
newborns, toddlers , and children up 
to the age of six. 

Adolescent pregnancy preven­
tion - a series of classes teaching 
male and female adolescents about 
the consequences of unintended 
pregnancies and decision making 
skills . 

In FY 1992, 17 providers were 
enrolled as preventive health edu­
cation providers. These included 
hospitals, county health depart­
ments , and private organizations. It 
is believed this program will be a 
catalyst in helping reduce the num­
ber of infant deaths, helping reduce 
the number of babies being born to 
adolescents, encouraging healthy 
lifestyles during pregnancy, encour­
aging better health care practices 
for babies and adolescents, and 
reducing costly medical expenses 
overall. 

"Bonus" Program Start~ 
ed: Citing the number of pregnant 
women in Alabama who delay pre-· 
natal care, the Alabama Medicaid 
Agency started an incentive pro­
gram in June, 1992 that is designed 
to boost the number of women who 
go for care in the first trimester of 
pregnancy. 

Funded by the Southern Trian­
gle Chapter of the March of Dimes 
and the Medicaid Agency, the 
Healthy Beginnings Bonus Pro­
gram is an intensive six-month 
effort to increase first trimester 
care rates in 35 counties in the 
state. The project is administered 
by Medicaid and the Montgomery 
Area Food Bank in conjunction with 
Second Harvest Food Banks in 
Montgomery, Mobile, Dothan, 
Tuscaloosa, and Columbus, Ga. 

Women who go for care in the 
first trimester (12 weeks ) of preg­
nancy are eligible to receive a free 
incentive gift package containing a 
minimum of ten pounds of food and 
grocery items, along with informa­
tion about nutrition and pregnancy­
related topics. The incentive gift 
packages are distributed through 
the food banks' distribution net­
work in each county. 

The Bonus initiative is an out­
growth of the a ward-winning 
Healthy Beginnings incentive and 
awareness program for pregnant 
women. Unlike the Healthy Begin­
nings Program, the Bonus initiative 
targets Medicaid-eligible women 
only. 

The 35 counties participating 
include Autauga, Baldwin, Barbour, 
Bibb, Bullock, Butler, Chilton, 
Choctaw, Clarke, Coffee , Conecuh, 
Covington, Crenshaw, Dale, Dallas, 
Elmore , Escambia, Geneva, Greene, 
Hale, Henry , Houston, Lee, Lown­
des, Macon, Marengo, Mobile , Mon­
roe, Montgomery, Perry, Pike, Rus­
sell, Sumter, Washington, and 
Wilcox. 

HCBS Waivers Imple­
mented: During FY 1992, two 
new Home and Community Based 
Service (HCBS ) waivers were 
implemented to provide individuals 
the special care they need at home. 

One of the new waivers, called 
the Homebound Waiver, was imple­
mented in April, 1991 and provides 

care in the homes of persons ages 
21 through 64 who are eligible for 
Medicaid-financed nursing home 
care. Individuals eligible for the 
program include those having pri­
mary or secondary diagnoses of 
quadriplegia, traumatic brain 
injury , amyotrophic lateral sclero­
sis, multiple sclerosis, muscular 
dystrophies, spinal muscular atro­
phy, severe arthritis, Parkinson's 
disease or rare genetic disease . The 
services are provided but not limit­
ed to persons having these diag­
noses. 

Services offered by the Home­
bound Waiver include case manage­
ment, personal care, respite care, 
environmental modifications, trans­
portation, personal emergency 
response, and assistive technology. 

State funds for the program are 
provided by the Department of Edu­
cation, which in previous years 
administered a similar program 
under the Rehabilitation Services 
Division. The Division operated the 
program, funded only by the state, 
at a cost $4.1 million in FY 1991. 
This is the first time Medicaid has 
entered into an agreement of this 
kind with the Department of Edu­
cation. 

There will be a phase-in of the 
Homebound Waiver over a three­
year period . During the first year, 
approximately 450 people will be 
served at a total cost of $3.4 million, 
with the state supplying a little 
over $900,000. The second year, 900 
people will be served at a total cost 
of $6 .6 million , and the state will 
supply $l.8 million . By the third ., 
year, a total of $10.2 million will be 
spent to serve 1,300 people, with 
the state furnishing approximately 
$3 million. 

The other HCBS waiver imple­
mented during FY 1992 is a result 
of the Omnibus Budget Reconcilia­
tion Act (OBRA) of 1987. Overall , 
OBRA 1987 mandated higher quali­
ty of care and more direct patient 
care for residents of nursing facili­
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ties. The OBRA Waiver provides 
care in the home for mentally 
retarded and developmentally dis­
abled individuals who have been 
residing in nursing facilities. 

To be able to participate, indi­
viduals may have income levels up 
to 300 percent of the SSI Federal 
Benefit Rate. In FY 1992, the SSI 
Federal Benefit Rate was $1,266 
per month. There are no age crite­
ria , but each participating individ­
ual must first be discharged from a 
nursing facility. 

Under the OBRA waiver, recipi­
ents are able to receive the follow­
ing services: case management, per­
sonal care, respite care, day 
habilitation , prevocational training, 
supported employment , environ­
mental modification, skilled nurs­
ing care, specialized medical equip­
ment and supplies , personal 
emergency response sys tems, com­
panion service, and physical , occu­
pational , speech , language , and 
hearing therapies. 

This waiver will also be less 
expensive to taxpayers . The cost 
per recipient on the waiver is esti­
mated at $31 ,507 compared to 
$51,937 in an intermediate care 
facility for the mentally retarded. 

The Department of Mental 
Health and Mental Retardation is 
the administering state agency. 
This waiver is limited to 417 slots. 

The OBRA Waiver is somewhat 
similar to another waiver that has 
been operational for several years. 
The OBRA Waiver and the Waiver 
for the Mentally Retarded and 
Developmentally Disabled both 
serve mentally retarded individu­
als, but the Waiver for the Mentally 
Retarded and Developmentally Dis­
abled is limited to individuals on 
SSI who are at risk of being institu­
tionalized . The services provided 
are basically the same. 

Low Payment Error 
Rate: The Alabama Medicaid 

Agency had the lowest payment 
error rate of the Health Care 
Financing Administration's (HCFA) 
Region IV states. Included in 
Region IV are Tennessee , Ken­
tucky, Georgia, Mississippi , North 
Carolina, South Carolina , Florida, 
and Alabama. Payment error rate is 
a measure that shows the percent­
age of payments made on behalf of 
people ineligible for Medicaid . The 
most recent error rate, released in 
September 1992 for the reporting 
period of October 1990 through Sep­
tember 1991, shows that Alabama's 
rate was .359 percent. The next 
lowest state, Florida, had a pay­
ment error rate of 1.12 percent. 

A low payment error rate 
reflects efficient management of a 
state's Medicaid program. States 
must maintain an error rate of l e~s 
than three percent to avoid sanc­
tions by the federal government. 

Third Party Recoup ­
ments: Medicaid is a secondary 
payor to all third party resources, 
i .e ., insurance companies providing 
health care for Medicaid recipients , 
liability insurance carriers, absent 
parent medical support, and others. 
For FY 1992, approximately 11 per­
cent of Medicaid eligibles were 
identified as covered by third party 
resources. 

During the 1992 fiscal year, 
Medicaid's Third Party Section col ­
lected $2.6 million from third par­
ties . Provider-reported collections 
from third parties saved Medicaid 
an additional $4.7 million. 

In addition to these savings, 
Medicaid returned to providers 
claims totaling in excess of $23 mil­
lion because of potential health 
insurance resources. It is estimated 
these claims represent an addition­
al $4 million in cost avoided savings 
never reported to Medicaid because 
third parties paid the claim in full. 

Medicaid returned claims total­
ing $14 million to providers for sub­
mission to Medicare, the primary 

payor. In FY 1992 Medicaid also 
recouped $409,000 from providers 
who had received payment from 
both Medicaid and a third party. 

During the last fiscal year, the 
Alabama Medicaid Agency contin­
ued in its partnership to pay health 
insurance premiums of Medicaid 
eligibles who had enrolled in a 
health insurance plan with 
Humana Insurance Company. Sav­
ings to Medicaid for the first twelve 
months (May 1, 1991-April 30, 
1992) totaled over $300 ,000 based 
on an average of 4,967 enrollees . 
The savings is based on 1,100 
admissions to Humana hospitals 
and 123 admissions to other hospi­
tals. As of September 30 , 1992, 
Medicaid was paying premiums for 
approximately 6 ,500 individuals 
who had taken out the Humana 
health plan. 

Loohing Ahead: Fiscal 
year 1993 will begin with few 
changes in Alabama's Medicaid pro­
gram. After several years of rapid 
growth and monumental changes , 
the Agency will have time to stabi­
lize and refine the program. Howev­
er , the year will not be without 
accomplishments . 

Healthy Beginnings will expand 
to include a pediatric component to 
encourage mothers to take their 
newborn babies in for periodic well­
child check-ups during the first 
year of life. 

There will be a major change in 
the cards recipients use to obtain 
Medicaid-financed health care. In 
November 1992 , Medicaid will 
change from monthly eligibility 
cards to more permanent plastic 
cards . The cards will look similar to 
credit cards and will have a mag­
netic stripe on one side that will be 
encoded with eligibility informa­
tion. 

Providers will have access to a 
new method of verifying eligibility 
for their Medicaid patients during 
FY 1993. The Medicaid Automated 
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Claims Submission and Adjudica­
tion System (MACSAS) will become 
functional during FY 1993. MAC­
SAS will give Alabama Medicaid 
providers computerized access to 
recipient eligibiity, third party 
insurance information, and benefit 
limitations through a point-of-ser­
vice device. 

The nation will elect a new 
President during FY 1993 and 

health care was an issue discussed 
greatly during the campaign. There 
are sure to be changes in the pro­
gram during the months after the 
election and the Agency will see 
that Alabama has a voice in those 
changes. 

The Medicaid program is vi tal 
to all citizens of the state. It is an 
essential part of the total health 
care infrastructure. The Alabama 

Medicaid Agency will continue in 
FY 1993 to provide the most effec­
tive services in the most cost effi­
cient manner. With a successful 
Medicaid program, the state's most 
vulnerable citizens, the young and 
the very old, have a better chance to 
have healthy and productive lives. 
When the state's people are healthy 
and productive, the state has a bet­
ter opportunity to be rich and pros­
perous. 

8 



Alabama's Medicaid Program 


History: Medicaid was created 
in 1965 by the federal government 
along with a sound-alike sister pro­
gram, Medicare. Medicaid is jointly 
financed by the state and federal gov­
ernments and is designed to pr~vide 
health care to low income individuals. 
Medicare is a health insurance pro­
gram primarily for elderly persons, 
regardless of income. It is financed 
through Social Security taxes and 
premiums. Medicaid started in 
Alabama in 1970 as a State Depart­
ment of Health program. In 1977, the 
Medical Services Administration was 
made an independent state Agency . 
In 1981 , the Agency was renamed the 
Alabama Medicaid Agency. 

A State Program: Medicaid 
is a state-administered health care 
assistance program. All states, the 
District of Columbia, and some terri­
tories have Medicaid programs. Med­
icaid is governed by federal guide­
lines, but state programs vary in 
eligibility criteria , services covered, 
and limitations on services. 

Funding Formula: The fed­
eral-state funding ratio for Medicaid 
varies from state to state based on 
each state's per capita income. 
Because Alabama is a relatively poor 
state, its federal match is one of the 
largest. During fiscal year 1992, the 
formula was approximately 73/27 . 
For every $27 the state spent, the 
federal government contributed $73. 

Eligibility: Persons must fit 
into one of several categories and 
must meet necessary criteria before 
eligibility can be determined. The 
Medicaid Agency, the Department of 
Human Resources , and the Social 
Security Administration determine 
eligibility for Medicaid in Alabama. 

Eligibles include: 

"' Persons receiving Supplemen­
tal Security Income (SS!) from the 
Social Security Administration, 
which determines their eligibility. 

Children born to mothers receiving 
SSI may be eligible for Medicaid until 
they reach one year of age. After the 
child's first birthday, it is up to the 
mother to seek Medicaid eligibility for 
the child under a different program. 

"' Persons approved for cash 
assistance through the State Depart­
ment of Human Resources, which 
determines their eligibility. Most peo­
ple in this category receive Aid to 
Families with Dependent Children 
(AFDC) or State Supplementation. 

'" Certain pregnant women and 
young children, including those with 
incomes under 133 percent of the fed­
eral poverty level who do not receive 
an AFDC cash payment, and foster 
children in the custody of the state. 
Also covered are children born after 
September 30, 1983, who have cele­
brated their sixth birthday, and who 
live in families with annual incomes 
up to 100 percent of the federal 
poverty level. Medicaid eligibility 
workers determine their eligibility. 

~, Persons who have been resi­
dents or patients of certain medical 
facilities (nursing homes, hospitals, 
or state facilities for the mentally 
retarded) for 30 continuous days and 
who meet necessary criteria. Medic­
aid District offices determine eligibili­
ty for persons in these categories. 

* Qualified Medicare Beneficia­
ries (QMBs) who are low income. Per­
sons in this group may be eligible to 
have their Medicare premiums, 
deductibles, and co-insurance paid by 
Medicaid as a result of the Medicare 
Catastrophic Coverage Act of 1988. 
Medicaid District Offices determine 
eligibility for QMBs. 

"' Disabled widows and widowers 
between ages 60 and 64 who are not 
eligible for Medicare Part A and who 
have lost SSI because of receiving early 
widows/widowers benefits from Social 
Security. Medicaid District Offices 
determine eligibility for this group. 

Persons in these eligibility cate­
gories may be eligible for retroactive 
Medicaid coverage if any medical bills 
had been incurred three months prior 
to the time of applying for Medicaid. 

Some persons in eligibility cate­
gories are protected by federal law 
from losing their Medicaid benefits. 
One of those categories includes Pick­
le (or Continued Medicaid) cases. Per­
sons in this category receive Social 
Security and would also receive SSI if 
the cost of living raises did not push 
them above the income limit to 
receive SSI. Another category protect­
ed from losing eligibility are disabled 
adult children if their SSI stopped 
because of an increase in or entitle­
ment to Social Security benefits. 

Covered Services: Medical 
services covered by Alabama's Medic­
aid program traditionally have been 
fewer and less comprehensive than 
most states' . In recent years, howev­
er , federal mandates and the 
Agency's own initiatives have 
expanded and improved the overall 
program . Alabama's program is 
aimed at providing the best possible 
health care to the greatest number of 
low income people at the most afford­
able cost to the taxpayers. 

How the Program Works: 
For many years Medicaid recipients 
have been issued monthly paper 
cards signifying their eligibility. In 
November 1992, the Agency will con­
vert to plastic cards that will be 
issued on a more permanent basis. It 
will continue to be the option of 
providers to accept Medicaid recipi­
ents as patients and it will be the 
responsibility of the providers to veri­
fy eligibility when delivering care to 
recipients. Providers include physi­
cians, pharmacies, hospitals, nursing 
homes , dentists, optometrists, and 
others. These providers bill the Med­
icaid 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 health care in the 
state . Medicaid has provided low 
income citizens access to quality 
heal th care they could not other­
wise afford. 

Citizens who are not eligible for 
Medicaid also benefit from the pro­
gram. Health care is one of the 
state's most important industries , 
and Medicaid contributes to that 
industry in a significant way. For 

instance, during FY 1992, Medicaid 
paid over $1.5 billion to providers 
on behalf of persons eligible for the 
program. The federal government 
paid approximately 73 percent of 
this amount. These funds paid the 
salaries of thousands of health care 
workers who bought goods and ser­
vices and paid taxes in the state. 
Using the common economic multi­
plier of three, Medicaid expendi­
tures generated over $4.2 billion 
worth of business in Alabama in FY 
1992. 

Alabama's Medicaid program 
has established a tradition of hav­
ing one of the lowest administrative 
costs in the nation. With the cur­
rent administrative rate , almost 98 
percent of the Agency's budget goes 
toward purchasing services for ben­
eficiaries. Medicaid funds are paid 
directly to the providers who treat 
the Medicaid patients. Providers 
may be physicians, dentists, phar­
macists, hospitals, nursing homes, 
medical equipment suppliers and 
others. 

FY 1992 
COUNTY IMPACT 
Year"s cost pel' eligible 

Table ­ 1 

Benefit 
County Payments Eligibles 

Payment 
Per eligible County 

Benefit 
Payments Eligibles 

Payment 
Per eligible 

Autauga $5,474,470 
Baldwin $16,481,132 
Barbour $7,835,976 
Bibb $4,057,173 
Blount $6,899,740 
Bullock $5 ,083,562 
Butler $7,979,004 
Calhoun $25,521,572 
Chambers $9,614,992 
Cherokee $4,480,378 
Chilton $7,943,601 
Choctaw $4,655,649 
Clarke $8,498,472 
Clay $4,362,520 
Cleburne $2,818,924 
Coffee $11,739,590 
Colbert $11,459,749 
Conecuh $4,960,347 
Coosa $2,124,827 
Covington $12,588,001 
Crenshaw $5,214,075 
Cullman $18,055,592 
Dale $10,066,233 
Dallas $19,460,578 
Dekalb $15,226,665 
Elmore $22,038,463 
Escambia $9,995,568 
Etowah $28,204,1 33 
Fayette $4,974,641 
Franklin $9,686,318 
Geneva $7 ,044,593 
Greene $4,785,317 
Hale $6,957,765 
Henry $4,438,538 

4,152 
9,114 
5 ,003 
2,438 
3,920 
3,113 
4,457 

14,235 
5,471 
2,106 
4,485 
3,109 
6,238 '. 
1,803 
1,485 
4,621 
6,027 
2,967 
1,387 
5,764 
2,542 
7,507 
5,667 

13,888 
6,816 
6,024 
5,441 

13,145 
2,481 
4,281 
3,602 
3,165 
3,789 
2,506 

$1 ,319 
$1,808 
$1,566 
$1,664 
$1 ,760 
$1,633 
$1,790 
$1,793 
$1,757 
$2,127 
$1,771 
$1,497 
$1 ,362 
$2,420 
$1,898 
$2,540 
$1,901 
$1,672 
$1 ,532 
$2,184 
$2,051 
$2,405 
$1 ,776 
$1,401 
$2,234 
$3,658 
$1,837 
$2,146 
$2,005 
$2 ,263 
$1,956 
$1,512 
$1,836 
$1 ,771 

Houston 
Jackson 
Jefferson 
Lamar 
Lauderdale 
Lawrence 
Lee 
Limestone 
Lowndes 
Macon 
Madison 
Marengo 
Marion 
Marshall 
Mobile 
Monroe 
Montgomery 
Morgan 
Perry 
Pickens 
Pike 
Randolph 
Russell 
Shelby 
St. Clair 
Sumter 
Talladega 
Tallapoosa 
Tuscaloosa 
Walker 
Washington 
Wilcox 
Winston 
Other 

$14,754,046 10,803 
$10,198,079 5,937 

$152,300,529 76,517 
$4,383,268 1,970 

$18,155,080 8,370 
$7,060 ,003 4,333 

$13 ,792,772 8,701 
$9,993,350 6,409 
$3,956 ,365 3,773 
$9,730,936 5,634 

$33,025,364 25,446 
$7 ,743 ,623 4,891 
$8,330,633 3,683 

$19,960,332 9,005 
$102,564,751 56,974 

$6,169,738 3,846 
$51,543,338 32,810 
$37,873,411 10,182 

$6,398,134 4,116 
$7,990,052 4,295 
$9,559,677 5,781 
$6,055,604 3,024 

$11,105,928 7 ,444 
$10,141,433 5,482 

$8,967 ,803 5,413 
$6,373,764 4 ,365 

$22,455 ,716 12,784 
$14,766,257 6,107 
$66,539,830 18,582 
$20,485,094 9,860 

$5,077,729 3,452 
$6,280,818 4,941 
$8,410,338 3 ,373 

$271 ,576 99 
-­ ----­ -

$1,366 
$1,718 
$1 ,990 
$2,225 
$2,169 
$1,629 
$1 ,585 
$1,559 
$1,049 
$1 ,727 
$1 ,298 
$1,583 
$2,262 
$2 ,217 
$1,800 
$1,604 
$1 ,571 
$3 ,720 
$1,554 
$1,860 
$1,654 
$2,003 
$1,492 
$1,850 
$1 ,657 
$1,460 
$1,757 
$2,418 
$3 ,581 
$2,078 
$1,471 
$1 ,271 
$2,493 
$2,743 

- - -

10 



Revenue, Expenditures, and Prices 


FY 1992 Table ­ 2 
Source of 
Medicaid revenue 

Dollars 

Federal Funds $1,120,364,000 
State Funds $424 ,086,880 

Total Revenue $1,544,450,880 

FY 1992 Table ­4 
Components of 
federal funds 

(net) Dollars 

Family Planning 
Administration $104,426 

Professional Staff 
Costs $9,156,581 

Other Staff Costs $13,818,546 
Other Provider 

Services $1,092,047,706 
Family Planning 

Services $5,236,741 

Total $1,120,364,000 

In FY 1992, Medicaid paid ister the program. This means that 
$1,505,635,016 for health care ser­ almost 98 cents of every Medicaid 
vices to Alabama citizens. Another dollar went directly to benefit recipi­
$38,815,864 was expended to admin- ents of Medicaid services. 

FY 1992 Table ­3 
Composition and di bUl'scment of Medicaid's b ud yet 

Where it comes from ... Where it goes 

Administrative 
Costs 

FY 1992 
Components of 
st.atc funds 

Table ­5 

(net) Dollars 

Encumbered Balance 
Forward 

Basic 
Appropri ations 

Indigent Care 
Trust Fund 

Other State Agencies 
Interest Income from 

Fiscal Agent 
UAB (Transplants) 
Miscellaneous Receipts 

$5 ,992,949 

$129,465,000 

$242,038,936 
$56,284,829 

$453,134 
$36,544 

$129,235 

Subtotal 
Encumbered 

$434,400,627 
$10,313 ,747 

Total $424,086,880 

FY 1991 -1992 Table - 6 
Benefit Paym ents by fiscal year in which obligation was m cuJTed 

FY '91 FY'92 

Nursing Homes $226,054,951 $307,246,323 
Hospitals $402,435,413 $663,199,686 
Physicians $70,888,504 $90,003,744 
Insurance $63,820,529 $77,702,123 
Drugs $73,102,595 $97,006,969 
Health Services $19,047,106 $30,119,322 
Community Services $89,659 ,920 $112,665,904 

Total Medicaid Service $945,009,018 $1,377,944,071 
Mental Health $125,171,838 $127,690,945 

Total Benefits $1 ,070,180,856 $1,505,635 ,016 
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FY 1992 
EXPENDITURES 
By type of service (net) 

Table -7 

Service Payments Percent of Total Payments 

Hospitals: 
Di sproportionate Share Payments 
Inpatient 
Outpatient 
FQHC 
Rural Health Clinics 

Nursing Homes 
Waiver Services: 

Pregnancy Related 
Elderly & Disabled 
Mental Health 
SCCLA 

Pharmacy 
MRlMD: 

ICF-MR 
NF-MD/IIlness 
ICF- MD 

Physicians: 
Physicians 
Other Practitioners 

Insurance: 
Medicare Buy-In 
Medicare Co-Insurance 
Humana QMB Plan 
Managed Care 
Catastrophic Illness Insurance 

Health Services: 
Screening 
Laboratory 
Dental 
Eye Care 
Transporta tion 
Eyeglasses 
Hearing 
Other Care Services 

Community Services: 
Home HealthlDME 
Family Planning 
Targeted Case Management 
Hospice 
Preventive Education 

Mental Health Services 

$663,199,686 
$417 ,457,991 
$212,617,928 

$26,951,908 
$6,090,620 

$81 ,239 
$307 ,246,323 
$105,077,807 

$59,320,128 
$29,191,462 
$16,473,031 

$93,186 
$97,006 ,969 
$92,875,526 
$81,845,070 
$10,744,710 

$285 ,746 
$90,003,744 
$87,505,909 

$2,497,835 
$77,702,123 
$42,765,723 
$34 ,350,156 

$369,617 
$215,525 

$1,102 
$30,119,322 
$10,504,353 

$6,922,791 
$6,807,077 
$2,434,777 
$2,187,848 

$928,706 
$299,982 

$33,788 
$25,714,9 19 
$14,246,664 

$5,818,601 
$5,092,985 

$552,150 
$4,519 

$16,688,597 

44.05% 
27.73% 
14.12% 

1.79% 
0.40% 
0.01% 

20.41% 
6.98% 
3.94% 
1.94% 
1.09% 
0.01% 
6.44% 
6.17'?t 
5.44% 
0.71% 
0.02% 
5.98% 
5.81% 
0.17% 
5.16% 
2.84% 
2.28% 
0.02% 
0.01% 
0.00% 
2.00% 
0.706/(! 

0.46% 
0.45% 
0.16% 
0.15% 
0.06% 
0.02% 
0.00% 
1.71% 
0.95% 
0.39% 
0.34% 
0.04% 
0.00% 
1.11% 

Total For Medical Care $1,505,635,016 100.00% 

Administrative Costs $38,815,864 

Net Payments $1,544 ,450,880 

FY 1992 BENEFIT PAYMENTS Table ­ 8 
Percent distribution 

Health Services _ 2% 

Insurance 5% 

Community Services ••••••• 7% 

Drugs 6% 

Physicians 6% 

Mental Health 8% 

20% 

I • :. :. I. I. 
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FY 1992 Table - 9 
COLLECTIONS AND MEASURABLE COST AVOIDANCE 

COLLECTIONS: 

DRUG REBATE PROGRAM 
The collection of rebates by the Program Integrity Division from drug 
manufacturers for the utilization of their products. 

THIRD PARTY LIABILITY 

Includes collections by the Third Party Division and the 

providers, as well as retroactive Medicare recoupments 

and recoupments from health insurance. 


OTHER RECOUPMENTS 

Includes recoupments originating from monthly audits of 

25 percent of Medicaid admissions in delegated hospitals ., 

and random audits of other hospitals. 


PROGRAM INTEGRITY DIVISION 

Recipient Recoupments 


PROGRAM INTEGRITY DIVISION 

Provider Recoupments 


TOTAL COLLECTIONS 

MEASURABLE COST AVOIDANCE: 

PRIOR APPROVAL AND PREPAYMENT REVIEW 
Results from denials in nondelegated hospitals 


THIRD PARTY CLAIM COST AVOIDANCE - MEDICARE 

Claims denied and returned to providers to file Medicare. 


THIRD PARTY CLAIM COST AVOIDANCE - OTHER 
Claims denied and returned to providers to file health insurance. 

WAIVER SERVICES COST AVOIDANCE - ELDERLY AND DISABLED 

WAIVER SERVICES COST AVOIDANCE - PREGNANCY RELATED 

WAIVER SERVICES COST AVOIDANCE - MRJDD 

TOTAL MEASURABLE COST AVOIDANCE: 

GRAND TOTAL: 

$17,727,158 

$8,495,381 

$49,745 

$587,238 

$580,072 

$27,439,594 

$69,250 

$14,197,183 

$23,394,109 

$71,585,280 

$1 ,404,974 

$96,330,211 

$206,981,006 

$234,420,600 
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• Physician Services 

• Prescription Drugs 

Population 


FY 1990·1992 
POPULATION 
Eligibles as a percent of Alabama population by year 

Table -10 

Year Popula tion Eligibles Percent 

1990 
1991 
1992 

4,040,587 
4,057,585 
4,075 ,047 

418,663 
482,104 
551,151 

10.4% 
11.9% 
13.5% 

Prices 

These charts show historical trends in the rate of growth in the Consumer Price Index (CPr). Increases in the 
CPI are usually reflected in future increases in Medicaid payments to providers. 

The population of Alabama 
grew from 3 ,444,165 in 1970 to 
4,040,587 in 1980. In 1992, Alaba­
ma 's population was estimated to 
be 4,075,047. 

More significant to the Medic­
aid program was the rapid growth 
of the elderly population. Census 
data shows that, in the United 
States, the 65 and older population 
grew twice as fast as the general 
population from 1960 to 1980. This 
trend is reflected in population sta­
tistics for Alabama. Population pro­
jections published by the Center for 
Business and Economic Research at 
the University of Alabama reveal 

that by 1995 there will be more 
than 595,399 persons 65 years of 
age and older in the state. The Cen­
ter for Demographic and Cultural 
Research at Auburn University at 
Montgomery reports that white 

females 65 years of age and older 
account for almost one half of the 
elderly population in the state . His­
torically, cost per eligible has been 
higher for this group than for other 
groups of eligibles. 

ANNUAL PERCENT CHANGES Table -IIA 
In the Consumer Price Index* 

10% 
• Medica l Care 

8% 

6% 

4% 

2% 

• All (except Medical) 

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

1984 1985 1986 1987 1988 1989 1990 1991 1992 
*For selected items 1984-1992 

ANNUAL PERCENT CHANGES Table -l1B 
In the Consumer Price Index* 

12% • Hospital Room 

10% 

8% 

6% 

4%~'~----L---~--~----~---L--~----~--~--

1984 1985 1986 1987 1988 1989 1990 1991 1992 

'For selected items 1984-1992 
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Eligibles 


During FY 1992, there were 551,151 persons eligible for Medicaid in at 
least one month of the year. The average number of persons eligible for 
Medicaid per month was 432,734. The monthly average is the most useful 
measure of Medicaid coverage because it takes into account length of eligi­
bility. 

Although 551,151 people were eligible for Medicaid in FY 92, only 78 
percent were eligible for the entire year. The length of time the other 22 
percent of Medicaid eligibles were covered ranged from one to eleven 
months. 

FY 1992 Table -12 
ELIGIBLES 
Monthly count 

October '91 401,578 
November 411,255 
December 401 ,938 
January'92 417 ,459 
February 430,015 
March 438,091 
April 439,692 
May 440,904 
June 444,764 
July 455,647 
August 455,922 
September 455 ,543 

Although the average monthly number 
of eligibles was 432,734 for FY '92 , 
there wa s an unduplicated total of 
551,151 eligibles during the year. This 
was due to some clients losing eligibili­
ty and some being replaced by others . 

FY 1973-1992 
Medicaid eligibles and recipients 

Table ­13 

600,000 

• Eligibles 

500 ,000 

400000, 

300,000 

• Recipients 

200,000 ~~__~__~__~__~__L­__L-~~~__~__~__~__~__~__~__~__~__~__~__L-_ 

1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 
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FY 1992 
MEDICAID ELIGIBLES BY CATEGORY 

Table ­ 14 

COUNTY 
Autaug"a 
Baldwin 
Bal'bour 
Bibb 
Blount 
Bullock 
Butler 
Calhoun 
Chambers 
Chemkee 
Chilton 
Choctaw 
Clarke 
Clay 
Cleburne 
Coffee 
Colbert 
Conecuh 
Coosa 
Covington 
Crenshaw 
Cullman 
Dale 
Dallas 
DeKalb 
ElmOl'e 
Escambia 
Etowah 
Fayette 
Franklin 
Geneva 
Greene 
Hale 
Henry 
Houston 
Jackson 
Jefferson 
Lamar 
Lauderdale 
Lawl'ence 
Lee 
Limestone 
Lowndes 
Macon 
Madison 
Marengo 
Marion 
Mal'shall 
Mobile 
Monroe 
Montgomery 
Morgan 
Perry 
Pickens 
Pike 
Randolph 
Russell 
Shelby 
St, Clair 
Sumter 
T a lladega 
Tallapoosa 
Tuscaloosa 
Walker 
Washington 
Wilcox 
Winston 
Other 

T OTAL 

AFDC 
1,456 
2,509 
1,827 

583 
943 

1,374 
1,653 
5,297 
2,082 

483 
1,472 
1,228 
3,019 

415 
409 

1,483 
1,065 
1,052 

447 
1,508 

774 
1,201 
1,933 
6,997 
1,479 
1,963 
1,791 
3,532 

754 
1,054 
1,057 
1,436 
1,283 

897 
3,976 
1,205 

35 ,746 
382 

1,950 
1,175 
2,825 
2,249 
1,860 
3,144 

13,720 
1,975 

750 
2,408 

28,724 
1,363 

15 ,220 
2,709 
2,024 
1,590 
2,139 

871 
3,305 
1,758 
1,872 
2,270 
4,887 
2,086 " 
7,119 
2,894 
1,384 
2,239 

615 
96 

214,986 

", 

AGED 
456 
990 
838 
333 
630 
517 
810 

1,5 19 
763 
358 
593 
540 
686 
396 
252 
867 
773 
489 
174 
989 
554 

1,506 
754 

1,596 
1,464 

741 
727 

1,707 
472 
708 
707 
495 
718 
456 

1,293 
877 

7,101 
474 

1,285 
627 
974 
883 
401 
666 

1,938 
768 
720 

1,652 
4,214 

530 
3,015 
1,428 

602 
753 
942 
523 
983 
463 
524 
603 

1,175 
922 

2,156 
1,043 

402 
672 
601 

0 

66 ,788 

DISABLED 
777 

1,814 
1,093 

615 
746 
562 
805 

3,339 
904 
470 
874 
598 

1,132 
378 
324 
866 

1,278 
603 
385 

1,222 
588 

1,839 
1,068 
2,907 
1,515 
1,328 
1,009 
3,390 

583 
1,017 

789 
598 
708 
501 

2,222 
1,639 

16,555 
483 

1,869 
901 

1,7 14 
1,228 

651 
858 

3,716 
870 
743 

2,203 
9,901 

783 
6,617 
2,527 

651 
883 

1,248 
558 

1,500 
1,038 

954 
721 

2,924 
1,188 
4,277 
2,548 

624 
1,202 

815 
0 

113,236 

SOBRA 
1,349 
3,569 
1,113 

826 
1,462 

617 
1,060 
3,699 
1,546 

702 
1,389 

673 
1,286 

529 
438 

1,238 
2,758 

751 
343 

1,798 
535 

2,696 
1,748 
2,210 
2,134 
1,862 
1,771 
4,015 

604 
1,345 

878 
601 

1,025 
555 

2,975 
1,966 

15,795 
558 

3,016 
1,505 
3,002 
1,885 

805 
885 

5,599 
1,196 
1,321 
2,409 

13,234 
1,087 
7,466 
3,178 

786 
978 

1,318 
952 

1,435 
2,084 
1,922 

709 
3,460 
1,725 
4,664 
3,145 

970 
754 

1,227 
2 

143,138 

QMB 
100 
198 
108 

75 
133 
34 

116 
303 
147 

89 
140 

58 
101 

73 
59 

154 
135 

60 
34 

232 
81 

237 
144 
137 
199 
115 
121 
454 

60 
144 
158 

23 
48 
83 

307 
223 

1,063 
61 

239 
109 
154 
125 
48 
60 

401 
69 

141 
303 
786 

73 
398 
292 

47 
74 

107 
106 
194 
118 
130 

50 
226 
166 
308 
2{)7 

57 
" 55 
108 

1 

11,159 

BLIND 
14 
34 
24 

6 
6 
9 

13 
78 
29 

4 
17 
12 
14 
12 
3 

13 
18 
12 
4 

15 
10 
28 
20 
41 
25 
15 
22 
47 

8 
13 
13 
12 

7 
14 
30 
27 

257 
12 
11 
16 
32 
39 

8 
21 
72 
13 
8 

30 
115 

10 
94 
48 

6 
17 
27 
14 
27 
21 
11 
12 

112 
20 
58 
23 
15 
19 

7 
0 

1,844 

TOTAL 
4,152 
9,114 
5,003 
2,438 
3,920 
3,113 
4,457 

14,235 
5,471 
2,106 
4,485 
3,109 
6,238 
1,803 
1,485 
4,621 
6,027 
2,967 
1,387 
5,764 
2,542 
7,507 
5,667 

13,888 
6,8 16 
6,024 
5,441 

13,145 
2,481 
4,281 
3,602 
3,165 
3,789 
2,506 

10,803 
5,937 

76,517 
1,970 
8,370 
4,333 
8,701 
6,409 
3,773 
5,634 

25,446 
4,891 
3,683 
9,005 

56,974 
3,846 

32,810 
10,182 

4,116 
4,295 
5,781 
3,024 
7,444 
5,482 
5,413 
4,365 

12,784 
6,107 

18,582 
9,860 
3,452 
4,941 
3,373 

99 

551,151 

- -
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FY 1992 Table -15 
ELIGmLES 
Percent of population eligible for Medicaid 

20.7% 

LAUD ERDALE 

· 10.5% 

FRAj\l KLI N 

15.5% 

11.5% 

LAWRENCE 

WI NSTO N 

15.3% 

CONECUH 

21.6% 

ESCAMBJA 

15.6% 

COVI NGTON 

15.8% 

12.6% 
JACKSON 

TAllAroasA 

COFFEE 

11.4% 

GENEVA 

15.3% 
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FY 1992 Table ­ 16 
ELIGIBLES 
Percent Distribution 

BLJND 
.3% 

BY BY 
CATEGORY SEX 

BY BY 
RACE AGE 



Recipients 


Of the 551,151 persons eligible 
for Medicaid in FY 1992, about 85 
percent actually received care 
financed by Medicaid. Th,ese 
469,944 persons are called recipi­
ents. The remaining 81 ,207 persons 
incurred no medical expenses paid 
for by Medicaid. 

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

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

FY 1992 
RECIPIENTS 
Monthly averages and annual total 

Table-17 

Category 
Monthly 
Average 

Annual 
Total 

Aged 
Blind 
Disabled 
Dependent 
SOBRA 
All Categories (unduplicated) 

49,068 
1,071 

66,146 
67,079 
45,568 

228,477 

79,292 
1,634 

103,906 
228,590 
121,824 
469,944 

FY 1992 Table ­18 
RECIPIENT 
Percent dishibution 

BLIND 
.3% 

BY BY 
CATEGORY SEX 

BY BY 
RACE AGE 
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The percent distribution of Med­
icaid payments has changed very lit­
tle since last year. Most payments 
are made on behalf of recipients in 
the aged or disabled categories , 
females, whites and persons 65 
years of age or older. 

A useful way to compare costs of 
different groups of Medicaid eligibles 
and predict how changes in eligibili­
ty and utilization will impact Medic­
aid is to measure cost per eligible . 
This measure is determined by 
dividing total payment for services 
by the total number of persons eligi­
ble during the year. 

Statistics reveal that certain 
groups are much more expensive to 

Use and Cost 


the Medicaid program than others. 
The reason for the difference is that 
some groups tend to need more 
expensive services. Any Medicaid eli­
gible receives, within reasonable limi­
tations, medically necessary services. 

A good example of this is the 
pattern of use 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 frequen­
cy-of-service rate. The average Med­
icaid payment for a day of long-term 
care in FY 1992 was $51. The yearly 
average number of days for recipi­
ents of this service was 272. 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 per­
centage of Medicaid payments made 
on their behalf. 

Some low income Medicare bene­
ficiaries are eligible to have their 
Medicare premiums, deductibles, and 
coinsurance covered by Medicaid. For 
this coverage, Medicaid in FY 1992 
paid a monthly buy-in fee to Medicare 
of $31.80 per eligible Medicare benefi­
ciary. Medicaid paid a total of $42.8 
million in Medicare buy-in fees in FY 
1992. Paying the buy-in fees is very 
cost effective for Medicaid because, 
otherurise, the Agency would incur the 
full payment for medical bills instead 
of for only the premiums, deductibles, 
and coinsurance. 

.. 


FY 1992 Table -19 
PAYMENTS 
Percent distribution 

BY 
CATEGORY 

BLIND 
.4% 

DEPENDENT 

BY 
SEX 

BY 
RACE 

BY 
AGE 
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FY 1992 Table - 20 
TOTAL PAYMENTS 
By county of recipient (in million f dollars) 

$33.0 
MADISON 

$9.7 $7.1 
LAWRENCE MORGAN 

FRANKLIN 

$8.3 $8.4 
MARION WINSTON 

$8.0 
PICKENS 

$14.8 

CONECUH 
COFFEE 

$12.6 
COVINGTON

$10.0 
ESCAiVffilA GENEVA 

Ten counties with the highest payments . 

Ten counties with the lowest payments . 
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FY 1992 
COST PER ELIGIBLE 
By category, sex, race, and age 

Table ­ 21 

By Category All 
Dependent 

SOBRA 

Blind 

Aged 

Disabled 

By Sex Male 

Female 

By Race Nonwhite 

White 

0-5 

6-20 

21-64 

65 & Over 

.• 

.. '.. ... 
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The Program Integrity Division 
is responsible for planning, develop­
ing, and directing Agency efforts to 
identify, prevent, and prosecute 
fraud , abuse and/or misuse in the 
Medicaid program. This includes ver­
ifying that medical services are 
appropriate and rendered as billed, 
that the services are provided by 
qualified providers to eligible recipi­
ents, that payments for those services 
are correct, and that all funds identi­
fied for collection are pursued. 

Through quality control, the 
Medicaid Agency makes sure eligibili­
ty determinations are as accurate as 
possible. This is accomplished by per­
forming in-depth reviews of eligibility 
determinations on a random sample 
of Medicaid eligibles. The findings of 
these reviews are then used to com­
pute a payment error rate. If a state's 
payment error rate exceeds three per­
cent , the Health Care Financing 
Administration (HCFA ) imposes a 
financial sanction. The Agency's most 
recently published error rate was pro­
jected to be approximately 0.33 per­
cent for the quarter ending Septem­
ber 30, 1992. This projection was 
based on the actual payment error 
rate for the previous year. Nationally, 
only four other states had lower pay­
ment error rates during this period. 

The processing and payment of 
Medicaid claims is monitored 
through the Claims Processing 
Assessment System (CPAS). An error 
rate is determined based on sample 
reviews of processed claims. Alaba­
ma's error rate for FY 1992 was 0.04 
percent, which was significantly less 
than the HCFA target rate of one 
percent. In addition to CPAS claims 
reviews, targeted reviews of claims 
are performed when potential sys­
tems errors are found . More than 
6,800 claims were manually reviewed 
during the 1992 fiscal year to verify 
their accuracy . Another testing 
process, the Bill Processing Systems 

Program Integrity 

Test (BPST), verifies that changes in 
the bill processing systems have been 
properly implemented or that exist­
ing edits are accomplishing the speci­
fied intent. The financial activities of 
the Agency's fiscal agent are moni­
tored through reconciliations of 
invoices and bank accounts, as well 
as analysis of processed provider 
refunds and claim adjustments. 

The Medicaid Agency must recov­
er funds from individuals who 
received Medicaid services they were 
not entitled to receive. In most 
instances these cases involve people 
who, through neglect or fraud , did not 
report income or assets. There were 
2,059 new cases in FY 1992. Through 
cooperation with appropriate Agency 
staff, $858,553.90 in misspent dollars 
was identified and $587,238.61 was 
collected. 

Computer programs are used to 
find unusual patterns of utilization 
on the part of both providers and 
recipients. During FY 1992, 230 
providers were reviewed. Recoup­
ments and net adjustments for the 
fiscal year totaled $580,072.53. There 
were 410 recipients reviewed in FY 
1992. 

There are several types of correc­
tive action that may be taken in cases 
of aberrant utilization. Such actions 
range from written warnings to 
administrative sanctions such as 
restrictions or terminations from the 
program and recoupment of funds . A 
recipient who abuses Medicaid privi­
leges may be restricted to receiving 
services from certain providers. This 
is one administrative sanction used to 
control recipient abuse of the Medi­
caid program . During FY 1992, 115 
recipients were terminated from the 
Medicaid program, two provider 
cases were referred to the Attorney 
General's Medicaid Fraud Control 
Unit, two providers were referred to 
the Board of Medical Examiners, and 

245 recipients were restricted to one 
physician and one pharmacy. 

The Alabama Legislature has 
provided two specific criminal 
statutes which allow Medicaid to be 
effective in pursuing fraud and abuse 
cases. One law allows Medicaid to 
deny or revoke eligibility of persons 
who have abused, defrauded, or in 
any way misused the benefits of the 
program. The other law makes it a 
felony offense if a recipient or 
provider knowlingly makes an inten­
tional false statement or omits mater­
ial fact in any claim or application for 
any payment. This law also applies 
penalties for kickback s or bribery 
attempts. A recipient or provider con­
victed of Medicaid fraud under this 
statute may be fined $10 ,000 for 
each count and given a jail sentence 
of one to five years. Under this statu­
tory authority, there were 376 
provider and recipient fraud and 
abuse cases and 397 cases closed 
during FY 1992. Of the cases that 
were opened, 21 were recipient drug 
abuse cases which were presented to 
local district attorneys for possible 
prosecution. In addition , complaints 
of civil rights violations pertaining to 
Medicaid recipients or providers 
were investigated. 

During FY 1992, an extensive 
rebate program on drug products was 
begun in an effort to control drug pro­
gram expenditures. This program 
was mandated by federal legislation 
passed into law in 1990. During fiscal 
year 1992, the Drug Rebate Program 
collected rebates from drug manufac­
turers based on Medicaid utilization 
of their drug products in Alabama. 
These payments have been used as 
an offset to increasing drug program 
expenditures. The Agency is continu­
ing to improve the reporting system 
associated with this function, in order 
to pursue the collection of these 
monies and to resolve disputes. 
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Medicaid Management Information Systems 


The Agency 's Management 
Information Systems (MMIS) main­
tain provider and recipient eligibili­
ty records, process all Medicaid 
claims from providers, keep track of 
program expenditures, and furnish 
reports that allow Medicaid admin­
istrators to monitor the pulse of the 
program. 

In-house systems staff complet­
ed 2,423 software requests in FY 
1992 to sllpport the MMIS and aid 
Agency decision-making. Major pro­
jects completed included enhance­
ments to the drug rebate system, an 
on-line system for outstationed eli­
gibility workers, and the nightly 

transmission of data to the Agency's 
fiscal agent for use in the Automat­
ed Voice Response and Medicaid 
Automated Claims Submission and 
Adjudication Systems (AVRS and 
MACSAS). A new system was also 
developed which streamlines ad hoc 
claims reporting and significantly 
reduces operational costs. 

Many of Medicaid's computer 
functions are performed by the 
Agency's contracted fiscal agent, 
Electronic Data Systems (EDS). 
Medicaid first contracted with EDS 
in October 1979, with the current 
contract period beginning October 
1, 1988. The company's perfor­

mance in claims processing has 
been among the best in the nation. 
EDS is constantly making changes 
to the MMIS to meet the needs of 
the program. 

EDS has recently implemented 
an automated eligibility verification 
and claims submission system 
which allows providers to check 
Medicaid eigibility, third party lia­
bility information and benefit lim­
its, as well as to submit claims via a 
poin t-of-service device or personal 
computer. EDS also introduced in 
FY 1992 the capability of receiving 
benefi t payments via electronic 
funds transfer. 

Maternal and Child Health Care 


In May 1989, the Alabama Med­
icaid Office of Maternal and Child 
Health was created. The mission of 
this office has been "to take a proac­
tive role in fighting infant mortality 
and morbidity while enhancing the 
health of mothers and babies." The 
proactive role includes bringing as 
many private foundation grant dol­
lars and federal dollars into the state 
as possible to enhance access to quali­
ty medical care. This office works 
closely with eligibility specialists and 
other Agency progyams to promote to 
the fullest potential the health of 
mothers and children. During FY 
1992 Medicaid served 143,138 women 
and children through the expanded 
eligibility gyOUP for pregnant women 
and children called SOBRA (Sixth 
Omnibus Budget Reconciliation Act). 
Had it not been for the SOBRA pro- . 
gyam, these women and children may 
not have received medical care. 

Prenatal Care: The latest 
birth statistics compiled revealed 
that in 1991 the number of births to 

women aged 10-19 increased slightly 
in Alabama from 11,557 in 1990 to 
11,600. There were 328 births to 
teenage women under 15 years of 
age. 

Medicaid pays for the deliveries 
of a large number of these teenage 
mothers. Usually these young moth­
ers and their families face a number 
of personal problems and must 
depend on public assistance pro­
grams such as Medicaid for health 
care. 

There are several health-related 
problems associated with teenage 
motherhood. Younger teenage moth­
ers usually do not 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 difficulties in later life. 

Competent, timely prenatal care 
results in healthier mothers and 

babies. Timely care also can reduce 
the possibility of premature, under­
weight babies. Studies consistently 
show that for every dollar spent on 
prenatal care, approximately $3 is 
saved in the cost of caring for low 
birth weight babies. 

Prenatal care for Medicaid eligi­
ble recipients is provided through pri­
vate physicians , hospitals, public 
health department clinics and feder­
ally qualified health centers. Some of 
the maternity-related benefits cov­
ered under the prenatal program are 
unlimited prenatal visits, medical 
services to include physical examina­
tions with risk assessments, prenatal 
vitamins, nutritional assessments, 
counseling and educational services, 
appropriate medically indicated lab 
testsand referral services as needed. 
Referral services include family plan­
ning services after delivery and med­
ical services for the newborn under 
the Early and Periodic Screening, 
Diagnosis and Treatment Program 
(EPSDT, or more commonly known in 
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Alabama as MediKids ). Medically 
indicated procedures such as ultra­
sound, non-stress tests and amnio­
centesis are examples of other ser­
vices covered by Medicaid. In order to 
complete the pregnancy cycle, one 
postpartum checkup is covered dur­
ing the 60-day postpartum period. In 
1992, two additional postpartum vis­
its were authorized for recipie'nts 
with obstetrical complications such as 
infection of surgical wounds. 

In 1988, the Medicaid Agency 
implemented a policy that would 
allow pregnant women at or below 
100 percent of the poverty level to 
qualify for Medicaid benefits. In April 
1990, Medicaid expanded eligibility 
for pregnant women to 133 percent of 
the federal poverty level. With this 
expansion, prenatal care has been 
made available to more women than 
ever before. Utilization of Medicaid 
services can help pregnant women in 
two ways; the provision of adequate 
prenatal care to Medicaid eligibles is 
expected to increase the likelihood of 
a successful outcome for both mother 
and child , and the family planning 
services that are available can help 
Medicaid eligible women control the 
size oftheir families. 

Maternity Waiver Pro­
gram: The Maternity Waiver Pro­
gram, implemented September 1, 
1988, is aimed at combatting Alaba­
ma 's high infant mortality rate. It 
assures that low income pregnant 
women, through one primary provider 
network, receive comprehensive, coor­
dinated, and case managed medical 
care appropriate to their risk status. 
The two main components of the waiv­
er are care coordination (also known 
as case management) and the direc­
tion of women to certain caregivers. 

Care coordinators work with the 
women to set up a plan of care, make 
appropriate referrals , provide educa­
tion, follow up on missed appoint­
ments, assist with transportation, 
and provide other services. 

During FY 1992, there were 38 
counties participating in the materni­

ty waiver. Those counties were: 
Autauga, Bibb, Blount, Bullock, Cal­
houn, Choctaw, Clarke , Conecuh, 
Cullman, Dallas, Elmore, Escambia, 
Etowah, Fayette, Greene, Hale, 
Henry, Houston , Jefferson, Lamar, 
Lawrence, Lee, Lowndes , Macon , 
Marengo, Marion, Marshall, Mobile, 
Montgomery, Morgan, Perry, Pick­
ens, Shelby, St. Clair, Sumter, 
Tuscaloosa, Washington, and Wilcox. 
State\vide expansion of the waiver is 
planned so that all Medicaid eligible 
pregnant women can participate in 
this innovative and successful 
approach to healthier birth outcomes . 

Directing the patients to a 
provider enables Medicaid to set up a 
primary care provider network. Access 
to care through one provider elimi­
nates fragmented and insufficient care 
while assuring that recipients receiVe 
adequate and quality attention. Care 
provided through this network 
ensures that care coordinators can 
track patients more efficiently. 

This program has been successful 
in getting women to begin receiving 
care earlier 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 neona­
tal intensive care days which trans­
lates into not only healthy babies but 
also reduced expenditures for the 
Agency . 

Nurse Midwife Program: 
The nurse midwife program was 
implemented in 1982 in order to facil­
itate access to maternity care for the 
Medicaid population. Since that time, 
enrollment of nurse midwives has 
increased to 30 providers. 

To participate in the program, 
the nurse midwife must show proof of 
RN licensure and certified nurse mid­
wife licensure and submit a written 
signed agreement between the nurse 
midwife and the physician consul­
tant. A contractual agreement with 
the Medicaid Agency also is required. 

Nurse midwife services include 
global obstetrical deliveries , walk-in 
deliveries , antepartum care, postpar­
tum care, circumcision of the new­
born , and individual prenatal office 
visits. All services are performed with 
appropriate physician consultation. 

Family Planning: Although 
Medicaid's family planning services 


. include assisting eligibles with fertili­

ty problems, most recipients of family 

planning services seek the prevention 

of unwanted pregnancies. Most 

expenditures for family planning 
relate to birth control. 

At both the national and state 
levels, Medicaid family planning ser­
vices r eceive a high priority. To 
ensure this priority, the federal gov­
ernment pays a higher percentage 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 FY 
1992. For family planning services, 
the federal share is 90 percent. 

Family planning providers 
include health department clinics, 
federally qualified health centers, pri­
vate physicians, community health 
clinics, and Planned Parenthood of 
Alabama. Services include physical 
examinations, pap smears, pregnancy 
and venereal disease testing, counsel­
ing, provision of oral contraceptives, 
other drugs, supplies and devices 
including implants, injections, and 
referral for needed services. A home 
visit family planning service is avail­
able for newly delivered mothers. 
This allows recipients to begin the 
birth control of their choice prior to 
the postpartum visit in the clinic. 

Medicaid rules regarding steril ­
ization are based on federal regula­
tions. Medicaid will pay for steriliza­
tions for adults 21 years of age or 
older if certain conditions are met. 

In accordance with state and fed­
eral law, abortions are not included 
as family planning services. Medicaid 
will pay for abortions, under the aus­
pices of the physicians program, only 
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when the life of the mother would be 
endangered if the fetus ~ere carried 
to term. 

EPSDT · MediKids: The 
Early and Periodic Screening, Diag­
nosis and Treatment Program, 
named MediKids in Alabama, is a 
preventive health program desiglled 
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 Medicaid Agency. 
Many health problems begin early in 
life and, if left untreated, can cause 
chronic illness and disability. When 
an illness is diagnosed and trea ted 
through the screening program, the 
child benefits through improved 
health. All medically necessary ser­
vices to correct or improve the condi­
tion are unlimited if the condition 
was identified during or as a result of 
a screening. The Medicaid program 
also benefits by realizing long term 
savings by intervening before a med­
ical 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. Eligibles for the EPSDT pro­
gram are persons under 21 years of 
age who receive assistance through 
the Aid to Families with Dependent 
Children (AFDC ) or Supplemental 
Security Income (SS1) progl-ams. 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 and children 
born after September 30, 1983 in 
families with incomes up to 100 per­
cent of the federal poverty level. 
Department of Human Resources 
workers normally determine AFDC 
eligibility, make families aware of 
EPSDT, and refer eligibles to 
providers. Medicaid eligibility work- ' 
ers determine eligibility for pregnant 
women and young children over the 
income limit for SSI. 

Currently there are more than 
530 providers of EPSDT services, 

including county health departments, 
community health centers, hospitals , 
Head Start centers, child develop­
ment centers, and private physicians. 
Efforts are being made to increase 
the number of physicians participat­
ing in the EPSDT program and to 
increase the number of EPSDT eligi­
bles using the screening services. 
Since screening is not mandatory , 
many mothers do not seek preventive 
health care for their children. 

Steps have been taken in recent 
years to increase the number of chil­
dren receiving screening services. 
These initiatives include more public­
ity of the EPSDT program, imple­
mentation of intensive outreach 
statewide, enhancement of physi­
cians' reimbursement for screening 
and an increase in the number of 
screenings for which Medicaid will 
pay. Because of these added efforts , 
there have been more screenings per­
formed. 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 , neu­
rological disorders , venereal disease, 
anemia, urinary infections, vision 
and hearing disorders, and even 
cases of child abuse have been detect­
ed and treated in past years. The cost 
of screening is relatively small - an 
average of $50 per screening. The 
cost of treating acute illness is consid­
erably higher. 

The Medicaid dental program is 
limited to individuals who are eligible 
for treatment under the EPSDT pro­
gram. Dental care under this pro­
gram is available either as a result of 
a request or a need by the Medicaid 
recipient. All Medicaid dental ser­
vices are provided by licensed den­
tists. These services are limited to 
those which are customarily available 
to most persons in the community. 
Examples of dental services not cov­
ered by Medicaid include surgical 
periodontal, and most prosthetic 
treatments. If justified by the attend­
ing dentist, some services may be 
prior authorized by the Medicaid 
Agency. These services may include 
nonsurgical periodontal treatment, 
third and subsequent space main­
tainers, hospitalization and some out­
of-state care. 
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FY 1992 . Table - 22 
MEDICAID PAYMENT FOR SOBRA ELIGIBLES 
By county of recipient (in millions of dollars) 

LAU DERDAL8 

$1.6 $6. 1 $1.9 
MADI SON .JACKSON 

COLBERT 

$1.3 LAWRE NC8 

$3.3 
MORGAN 

FRAI'IKLIN 

$1.1 $1.4 
MARION WfNSTON 

$0.7 


$1.5 
CON ECUH $2.3 DALE 

COFF EE 

$1.7 
ESCAM BIA 

$1.7 
COVINGTON 

GEN8VA 
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FY 1992 Table - 23 
SOBRA ELICmLE 

LAUDERDALE 

1,885 5,599 1,966 
MADISON JACKSON 

CO LBE RT 

2,758 

MORGAN 
LAWRENCE 

F'RANKLIN 

1,345 

MAR ION 
WI NSTON 

1,227 

CLAY 

~ 

V'-JI" ..... V V II 

1,748 I 555
W~croN ; ~ / 

( COV INGTON 

COFFEE DALE 

970 751 1,238-

ESCAM BI A 1,798 GENEVA 

1,771 878 

MOBILE 
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Healthy Beginnings 


During FY 1992, the Healthy 
Beginnings program entered its 
third year of encouraging all expec­
tant women in Alabama to seek 
early and continuous prenatal care. 
The program is based on a booklet 
of coupons for free or discounted 
items for mother and baby from a 
variety of contributors such as drug 
stores and grocery stores. The book­
let also includes pertinent informa­
tion concerning healthy lifestyles 
during pregnancy as well as how to 
qualify for programs such as the 
special supplemental food program 
called Women , Infants, and Chil­
dren (WIC) and Medicaid . Coupons 
corresponding to the month in a 
woman's pregnancy are validated 
each time the woman visits her 
health care provider for prenatal 
care. The booklets are obtained by 
calling the program's toll-free num­
ber: 1-800-545-1098. 

Healthy Beginnings has been 
recognized at the local , state, 
regional and national levels with a 
variety of awards. Of particular 
note is the receipt of one of five 
1991 National Achievement Awards 
presen ted by Heal thy Mothers/ 
Healthy Babies, a coalition of more 
than 90 organizations which serve 
as advocates for maternal and child 
heal th in the U ni ted States. This 
award was presented at the Nation­
al Institutes of Health , Bethesda, 
Maryland , in conjunction with 
national Child Health Day on Octo­
ber 7, 1991. The FY 1992 program 
was recognized in 1993 as one of 
the top health education/promotion 
programs in Alabama, receiving one 
of five Governor's Health Education 
awards. 

The program is guided by a 30­
member advisory committee com­
prised of physicians, advocacy 
group representatives, health pro­
fessionals, news media, state legis­
lators, and others with an interest 

In mate rnal and child health. 
Healthy Beginnings has been evalu­
ated via focus group studies and a 
statewide telephone/mail survey con­
ducted by a state university. Survey 
results are being used to plan future 
activities and to refine the program 
to better communicate with women 
and teens at risk of having low birth 
weight infants, and to reach them at 
an earlier point of pregnancy . An 
expansion of the Healthy Beginnings 
program is planned to include the 
first year of life, emphasizing early, 
preventive care for infants , breast­
feeding , positive parenting behav­
iors, and good nutrition. 

Special emphasis has been 
placed on networking with private 
organizations to broaden support 
for i.mproving the infant mortality 
rate in Alabama. Additionally, Med­
icaid staff have made numerous 
presentations to school nurses, 
guidance counselors and others in 
an effort to build a coalition in sup­
port of preventive care for expec­
tant women and young children . 

FY 1992 highlights for Healthy 
Beginnings include these: 

'" In the program 's first two 
years , approximately 41,000 calls to 
the Healthy Beginnings hotline 
were received from expectant 
women and teens. 

" While teens account for 18 
percent of all births in Alabama, 29 
percent of all calls are from 
teenagers. 

" Approximately 70 percent of 
all calls are from Medicaid recipi­
ents or from uninsured women. 

" There were 339 calls received 
from women who could not obtain 
care . 

" Sixty percent of callers are 
receiving care at clinics while 39 
percent are receiving care from pri­
vate physicians. 

'" Sixty-one percent of all callers 
are white; 37.8 percent are black, 
paralleling the general population 
of the state. 

", One-third of all callers have 
less than a high school education. 
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Managed Care 


Many states are redesigning 
their Medicaid programs from a tra­
di tional fee- for-service health care 
delivery system to a managed care 
approach. This concept promotes a 
coordinated and comprehensive sys­
tem of health care services that 
emphasizes prevention and educa­
tion. There is substantial evidence 
that managed care plans provide 
quality health care at less cost than 
fee-for-service. The goal of the Man­
aged Care Program is to develop a 
quality, accessible, and cost effec­
tive system of care for all Medicaid 
eligibles. The Alabama Medicaid 
Agency plans to initiate the man­
aged care concept for all geographi­
cal 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 manag­
er may provide care directly to 
patients and authorize all other 
health care, except true emergen­
cies, 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 "doc­
tor shopping." Under the managed 
care concept, the patient is directed 
to use a primary provider, and the 
unnecessary use of hospital emer­
gency rooms, drug prescriptions, and 
medical tests is eliminated. 

Mental Health Services: 
Through mental heal th centers 
under contract with the Depart-­
ment of Mental Health and Mental 
Retardation, Medicaid provides ser­
vices for eligible mentally ill adults 
and emotionally disturbed children. 
These services include day treat­
ment, medication check, diagnostic 

assessment, pre-hospitalization 
screening, and psychotherapy for 
individuals, groups and families. 
The program serves people with 
primary psychiatric and substance 
abuse diagnoses. There are 25 men­
tal health centers around the state 
providing these services. On a 
monthly average during FY 1992, 
about $1.5 million was spent to pro­
vide services to approximately 
8,500 clients. 

Targeted Case Manage­
ment: Since 1988, the Medicaid 
Agency has offered case manage­
ment to two target groups, mentally 
ill adults and mentally retarded 
adults, as long as the individuals 
are Medicaid eligible. Case manage­
ment to these two groups includes 
assessment of the individual's con­
dition, development of a plan of 
care, coordination of needed ser­
vices, follow-up on the individual's 
progress and reassessment of the 
condition. 

As a result of cooperation 
among the Department of Public 
Health, the Department of Human 
Resources, United Cerebral Palsey, 
and the Alabama Kidney Founda­
tion, case management was expand­
ed in recent years to include five 
additional target groups. Medicaid 
eligible handicapped children, fos­
ter children, persons with severe 
renal disease, pregnant women, and 
AIDSIHIV positive individuals also 
may receive the same benefits of 
case management as mentally ill or 
mentally retarded individuals. In 
September 1991, the definition of 
handicapped children was expand­
ed to include the developmentally 
delayed. The addition of new 
providers is anticipated to assist 
the targeted groups in gaining 
access to medical, social, education­
al and other services. On a monthly 
average during FY 1992, $400,000 
was spent serving 4,500 case man­
agement clients. 
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Home and Community Based Service Waivers 


Like many other states, Alabama 
has taken advantage of the provisions 
of the federal Omnibus Budget Recon­
ciliation Act of 1981 and has developed 
Home and Community Based Se~ce 
(HCBS) waivers that provide alterna­
tives to institutionalization. The waiv­
er programs are aimed at helping 
recipients receive extra services not 
ordinarily covered by Medicaid in this 
state. Home and Community based 
waiver programs serve the elderly and 
disabled , mentally retarded , and 
chronically mentally ill Medicaid pop­
ulations. These programs provide qual­
ity and cost-effective services to indi­
viduals at risk of institutional care. 

The HCBS Waiver for the Elderly 
and Disabled provides services to per­
sons who might otherwise be placed 
in nursing homes. The five basic ser­
vices covered are case management, 
homemaker services, personal care, 
adult day health and respite care. The 
program has expanded greatly since 
its beginning, with all services becom­
ing available statewide as of FY 1986. 
During FY 1992, there were 6,974 
recipients served by this waiver at an 
average annual cost of $6,072 per 
recipient. Serving the same recipients 
in nursing facilities would have cost 
the state about $16,194 per recipient. 
Given these figures, the state has esti­
mated saving approximately 
$70,590,828 in FY 1992, but just as 
important, the people on the waiver 
were able to remain in the community 
to receive the care they needed. 

People receiving services through 
Medicaid HCBS waivers must meet 
certain eligibility requirements. Those 
served by the Waiver for the Elderly 
and Disabled are recipients of Supple­
mental Security Income (SS!) or State 
Supplementation who meet the med­
ical criteria for nursing home care 
financed by the Medicaid program. 
The administering agencies of this 

waiver include the Alabama Depart­
ment 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. 

Another HCBS waiver, the Waiv­
er for the Mentally Retarded and 
Developmentally Disabled, serves 
individuals who meet the definition of 
mental retardation or developmental­
ly disabled. Effective October 1, 1991, 
this waiver was amended to better 
identify the ha bili ta tion services 
offered, and incorporate additional 
services to give support to recipients 
released from mental retardation 
facilities . The waiver provides resi­
dential habilitation training, day 
habilitation, prevocational training, 
supported employment, occupational 
therapy, speech therapy , physical 
therapy, individual family support 
service, behavior management, com­
panion service, respite care, personal 
care, environmental modification, spe­
cialized medical equipment and sup­
plies, assistive technology, personal 
emergency response system , and 
skilled nursing care. The program has 
expanded greatly since its beginning, 
with all services becoming available 
statewide as of FY 1992. During FY 
1992, there wer e 1,931 r ecipients 
served by this waiver at an average 
annual cost of $9 ,207 per recipient. 
Serving the same recipients in inter­
mediate care facilities for the mental­
ly retarded (lCFIMR) would have cost 
the state about $58,998 per recipient. 
The Waiver for the Mentally Retarded 
and Developmentally Disabled saved 
the state an estimated $96 ,146,421 
for FY 1992, and the people on the 
waiver were able to remain in the 
community to receive the care they 
needed. 

The Specialized Community Care 
Living Arrangement model waiver 

serves individuals who meet the crite­
ria of being at risk of abuse and 
neglect. The recipients are frail or dis­
abled adults who receive Supplemen­
tal Security Income (SS1) or State 
"Supplementation and who also meet 
medical and financial standards for 
Medicaid nursing home care. 

Under the program, frail adults 
live in adult foster homes. The foster 
caregivers provide the adults with 
food , shelter, and some personal care. 
More specialized services such as case 
management , nurs ing services, 
respite care , medical supplies and 
attendant care are available for these 
individuals by physician's orders. 

The Department of Human 
Resources pays the adult foster care­
giver a service fee and also pays for 
services and medical supplies needed 
by the adult. The adult in care pays 
for room and board. 

This program is also less expen­
sive to taxpayers. The cost per adult on 
the waiver is $1,261. Serving the same 
recipient in a nursing facility would 
have cost the state $13,751 annually. 
Providing care in the community for 
the recipients eligible for this waiver 
saves the state tremendously. 
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Home Care Services 


The Medicaid home care ser­
vices program helps people with ill­
nesses, injuries , or disabilities 
receive the quality of care they need 
at home. Through the utilization of 
registered nurses, licensed practical 
nurses, home heal th aides/order­
lies/homemakers, physical thera­
pists, occupational therapists, 
speech therapists, respiratory ther­
apists, medical equipment and sup­
plies, orthopedists, prosthetists, 
physicians and hospices, recipients 
are provided services that are need­
ed for them to remain at home and 
maintain their highest level of inde­
pendence at a cost savings to Med­
icaid. 

Home care services to Medicaid 
eligibles under the age of 21 have 
been greatly expanded because of 
the Omnibus Budget Reconciliation 
Act of 1989. This law states that 
any service necessary to treat or 
ameliorate a condition must be pro­
vided 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, Diag­
nosis and Treatment (EPSDT) Pro­
gram. This provision of OBRA 1989 
will greatly increase the number of 
children that can be served in the 
community. Occupational therapy, 
physical therapy, durable medical 
equipment, and other services as 
necessary to maintain Medicaid eli­
gibles in the home are available to 
Medicaid eligibles under 21 as of 
April 1, 1990. 

Due to changes in the heal th 
care delivery system, the demand· 
for home care services has been 
increasing. Advanced medical tech­
nology has made it possible to pro­
vide more sophisticated care and 
equipment in the home rather than 
incurring the expense of institution­

al care. In addition, expansions 
mandated under the EPSDT pro­
gram have made Alabama Medicaid 
home care services one of the most 
comprehensive medical assistance 
programs for children in the coun­
try. 

The Medicaid home care ser­
vices program is based on the phi­
losophy of family and patient par­
ticipation in providing patient care. 
Working together, families and 
patients are taught care which can 
reasonably and safely be rendered 
in the home. 

Hospice Care Services: 
Hospice care is a comprehensive 
home care program which primarily 
provides reasonable and necessary 
medical and support services for 
terminally ill individuals. The goal 
of hospice is not to cure a terminal 
illness bu t rather to provide relief of 
symptoms. 

The service is not only compas­
sionate but also cost efficient. Dur­
ing FY 1992, the Medicaid Agency 
served an average of 30 hospice 
patients each month at a total cost 
of about $552,150 in state and fed­
eral funds . The expense was offset 
by a reduction in hospital costs for 
Medicaid. 

In adding hospice services for 
eligible patients, the Medicaid 
Agency follows the same rules the 
Medicare program uses. Hospice 
services must be provided by 
Medicare certified hospice pro­
grams and are available for unlim­
ited days. 

Hospice care through the Med­
icaid Agency is provided on a volun­
tary basis, and when it is chosen, 
the patient waives the right to any 
other services that treat the termi­

nal illness. Services included are 
nursing care , medical social ser­
vices, physicians services, counsel­
ing services , short-term inpatient 
care, medical appliances and sup­
plies (including drugs and biologi­
cals), home health aide services, 
homemaker services, physical ther­
apy, occupational therapy, speech 
language pathology services, and 
nursing home room and board. 

Home Health and 
Durable Medical Equip ­
lnent: Skilled nursing and home 
health aide services prescribed by a 
physician are provided to eligible 
homebound recipients on a part­
time or intermittent basis . These 
services cover preventive , restora­
tive , and supportive care to persons 
who meet Medicaid home health 
criteria. Nursing and personal care 
provided under the home health 
program must be certified by 
licensed physicians and provided by 
home health agencies under con­
tract with Medicaid. There were 
110 agencies participating in FY 
1992 and 62 branch office locations. 

Up to 104 home health visits 
per year may be covered by the 
Medicaid Agency. During FY 1992, 
5,000 recipients received visits cost­
ing $10 ,242,145. 

Supplies, appliances, and 
durable medical equipment are 
mandatory benefits under the home 
health program. Medicaid recipi­
ents do not have to receive home 
health services to qualify for ser­
vices, but all items must be med­
ically necessary and suitable for use 
in tre home. During the fiscal year, 
over 400 Medicaid DME providers 
throughou t the state furnished 
428,967 units of service at a cost of 
$3 ,735,237. 
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In -Home Therapies : 
Physical, speech, and occupa tional 
therapy in the home is limited to 
individuals under 21 years of age 
referred from an EPSDT screening. 
If certified as medically necessary 
by a physician , services must be 
provided through a Medicaid certi­
fied home health agency . All thera­
py services rendered in the home 
require prior authorization by the 
Alabama Medicaid Agency. 

Private Duty Nursing: 
Private duty nursing services in the 
home are covered for eligible recipi­
ents requiring continuous skilled 
nursing care. The services are 
available only for recipients under 
age 21 and prescribed as a result of 

Hospitals are a critical link in 
the Medicaid health care delivery 
system. Each year about one-sixth of 
all Medicaid eligibles receive inpa­
tient care. About one-fourth of all 
eligibles are treated as hospital out­
patients , usually in emergency 
rooms. There are 118 Alabama hos­
pitals that participate in the Medic­
aid program , and 29 hospitals in 
neighboring states also participate in 
Alabama's Medicaid progTam. 

Alabama's Medicaid program 
reimburses hospitals on a daily rate 
that varies from hospital to hospital. 
The per diem rate is determined by a 
formula that takes into account 
many factors, including a hospital's 
costs, the services provided and effi­
ciency factors such as occupancy 
rates. 

Acute medical care in an outpa­
tient setting is much less costly than 
inpatient care. The proper use of 
outpatient care reduces medical costs 
and is convenient for the recipient. 
However, many Medicaid patients 

an EPSDT screening referral. Pri­
vate duty nursing care is provided 
in a recipient's home. The service 
also may be provided to the recipi­
ent away from the home when 
activities such as school or other 
normal life activities take him or 
her away from the home. For Med­
icaid coverage, at least four hours of 
continuous skilled nursing care are 
required. 

Private duty nursing services 
must be prior authorized by Medic­
aid. All services require monitoring 
on a regular basis , generally every 
60 days, with the physician provid­
ing recertification of the continuing 
need for care. During the last fiscal 
year , Medicaid paid $2,174 ,480 for 
services provided to an average of 

Hospital Program 

use emergency rooms when all they 
need or want is to see a doctor. Since 
an outpatient visit is twice as expen­
sive as a doctor's office visit, the mis­
use of outpatient services has an 
impact on Medicaid expenditures . 
Limitations on outpatient visits have 
lessened the problem of abuse , but 
the number of outpatient visits is on 
the increase because of the trend 
toward performing more and more 
procedures on an outpatient basis. 

Utilization review is mandated 
under federal regulations to ensure 
that Medicaid inpatient admissions 
are based on medical necessity. The 
inpatient utilization review unit of 
the Alabama Medicaid Agency per­
forms the duties outlined in the regu­
lations. There are 72 in-state hospi­
tals in Alabama that are considered 
"delegated" and do their own utiliza­
tion review; 46 hospitals are "non­
delegated" and must call the Medic­
aid Agency for approval of medical 
necessity for admission and contin­
ued stays. Methods for conducting 
these reviews include admission 

31 recipients each month through 
23 private duty nursing providers. 

Personal Care Services: 
Personal care services are available 
only for recipients under age 21 
who have exhausted the home 
health benefit of 104 nursing visits 
per calendar year. The service must 
be referred from an EPSDT screen­
ing and prescribed as medically 
necessary by a physician. Personal 
care services are provided through 
Medicaid contract home health 
agencies at the recipient's place of 
residence. Personal care services 
include but are not limited to bed 
bath, sponge , tub, or shower bath, 
shampoo, nail and skin care, oral 
hygiene, toileting, and elimination. 

screening, pre-admission review, uti­
lization review conducted by hospital 
committees, continued stay review, 
on-site review , and retrospecti ve 
sampling. 

Hospital utilization review is 
designed to accomplish these goals: 

':' Ensure medically necessary 
hospital care to recipients. 

, Ensure that Medicaid funds 
allocated for hospital services are 
used efficiently. 

'" Identify funds expended on 
inappropriate services. 

Inpatient hospital days were lim­
ited to 16 days per calendar year in 
FY 1992. However, additional days 
are available in the following 
instances: 

'" When a child has been 
found, through an EPSDT screening, 
to have a condition that needs treat­
ment. 

" When authorized for deliver­
ies (onset of active labor through dis­
charge). 
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There are some instances when 
inpatient days are unlimited. Chil­
dren under one year of age may 
receive unlimited inpatient days in 
any hospital. Children under six 
years of age may receive unlimited 
inpatient days in hospitals designat­
ed by Medicaid as disproportionate 
share hospitals . 

There were also limitations on 
outpatient hospital services during 
this fiscal year. Medicaid will pay for 
a maximum of three non-emergency 
outpatient visits per eligible during a 
calendar year. Exceptions are made 
for certified emergencies, chemother­
apy, 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 are 
$50 per inpatient admission and $3 
per outpatient visit. Recipients 
under 18 years of age, nursing home 
residents, pregnant women and oth­
ers are exempt from copayments. 
(However, a recipient discharged 
from the 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 inabili­
ty to pay the copayment. 

In April 1991, coverage for trans­
plants was expanded. In addition to 
kidney and cornea transplants, 
which do not require prior approval , 
Medicaid added coverage for prior 
authorized heart transplants and 
liver transplants for recipients 21 
years of age and above. Other med­
ically necessary transplants are also 
covered for recipients under 21 years 
of age when the need is identified 
during an EPSDT screening and is 
prior authorized by the Alabama 
Medicaid Agency. Eligible recipients 
requiring heart transplants , liver 
transplants, bone marrow, or other 
covered transplants must meet the 
medical criteria in the Alabama Med­
icaid Organ Transplant Manual. 

Transplant services are limited 

to in-state providers unless there are 

no in-state providers available to per­

forIn the procedure. 


Ambulatory Surgical 
Centers: Medicaid covers ambu­
latory surgical center (ASC) services, 
which are procedures that can be 
performed safely on an outpatient or 
ambulatory surgical center basis. 
Services performed by an ASC are 
reimbursed by means of a predeter­
mined fee established by the Alaba­
ma Medicaid Agency. Services are 
limited to three visits per calendar 
year, with payment made only for 
procedures on Medicaid's outpatient 
surgical list. 

A listing of more than 2,300 cov­
ered surgical procedures is main­
tained by the Alabama Medicaid 
Agency and furnished to all ASCs. 
The list is reviewed and updated 
quarterly. The Agency encourages 
outpatient surgery whenever possible. 

Ambulatory surgical centers 
have an effective procedure to imme­
diately transfer patients to hospitals 
for emergency medical care that is 

beyond the capabilities of the center. 
Medicaid recipients are required to 
pay, and ambulatory surgical center 
providers are required to collect, the 
designated copayment amount for 
each visit. At the end of FY 1992, 18 
ASC fac ilities were enrolled as 
providers in this program. 

Renal Dialysis Program: 
The Medicaid renal dialysis program 
was implemented in 1973. Since 
that time, enrollment of renal dialy­
sis providers in the Medicaid pro­
gram has gradually increased to its 
present enrollment of 44 freestand­
ing facilities. 

Renal dialysis services covered 
by Medicaid include maintenance 
hemodialysis and CAPD (Continuous 
Ambulatory Peritoneal Dialysis), as 
well as training, counseling, drugs, 
biologicals, and related tests . 

Although the Medicaid renal 
dialysis program is small, it is a life­
saving service without which many 
recipients could not survive , physi­
cally or financially. 

Rliral Health Clinics: 
The Medicaid rural health program 

( 
I 
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was implemented in April 1978. Ser­
vices covered under the 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 assis­
tant, are reimbursable. A physician 
or nurse practi tioner is available 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 1992, three rural health 
clinics were enrolled as providers in 
the Medicaid program. 

Federally Qualified 
Health Centers: The Medicaid 
federally qualified health centers 
program was implemented April 1, 
1990, as a result of the Omnibus 

Budget Reconciliation Act of 1989. 
Certain community health centers, 
migrant health centers, and health 
care for the homeless progTams are 
automatically qualified to be 
enrolled, with others able to be certi­
fied as "look alike" FQHCs. 

Services covered by the FQHC 
program include ambulatory services 
provided by physicians, physician 
assistants, nurse practitioners, clini­
cal psychologists, and clinical social 
workers employed by the FQHC. 
Federally qualified health centers 
are reimbursed by an encounter rate 
based on 100 percent of reasonable 
cost. Medicaid establishes reason­
able cost by using the centers' annual 
cost reports. At the end of FY 1992, 
15 FQHCs were enrolled as 
providers. 

Inpatient Psychiatric 
Program: The inpa tient psychi­
atric program was implemented by 
the Medicaid Agency in May 1989. 
This program provides medically nec­

essary in patient psychiatric services 
for recipients under the age of 21 if 
services are authorized by the Alaba­
ma Medicaid Agency and rendered in 
Medicaid contracted psychiatric hos­
pitals. Only psychiatric hospi tals 
which are approved by the Joint 
Commission for Accreditation of 
Healthcare Organizations and have 
distinct units and separate treat­
'ment programs for children and ado­
lescents can be certified to partici­
pate in this program. At the end of 
FY 1991, there were six 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 indi­
vidualized active treatment plan 
must be developed by the treatment 
team for each recipient and forward­
ed to the Medicaid Agency for autho­
rization of services. 

FY 1990-1992 
HOSPITAL PROGRAM 
Changes in u e and cost 

Table ­ 24 

Yea r 
Recipients of 

Inpatient Care 
Payments 

For Services 
Medicaid's Annual 
Cost Per Recipient 

1990 
1991 
1992 

60 ,350 
64,677 
71,090 

$135,255,262 
$176,397,312 
$217 ,097,579 

$2,241 
$2,727 
$3 ,054 

FY 1988-1992 
HOSPITAL PROGRAM 
Outpatients 

Table ­ 25 

FY'88 FY'89 FY '90 FY'91 FY'92 

Number of outpatients 
Percent of eligibles using 

outpatient services 
Annual expenditure for 

outpatien t care 
Cost per patient 

92,600 

25 o/c 

$8,258,803 
$89 

103,665 

27% 

$9,605,911 
$93 

115,957 

33% 

$12,824,623 
$112 

146,358 

30% 

$19 ,094,131 
$130 

184,036 

33% 

$27 ,864,913 
$151 
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FY 1992 Table - 26 
PAYMENTS TO HOSPITALS 
By county of recipient (in millions of dollars) 

$2.5 $11.4 $2.9 
l1lI1ES1D:-lE .JACKSON 

$ l. 7 
MORGAN 

E"RANK LI N 

$2.4 
LAWRENCE 

MARTON WINSTON 

CLAY 

TAl.lAFQC&\ 

$2.2 
WASllli,\GIDI-I 

COfFE E DALE 

$1.4 $2.9 COV INGTON 

ESCi\J\1BL\ $2.5 GENEVA 

$2.2 $l.8 
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Physicians Program 


Physicians are a crucial compo­
nent in the delivery of health care to 
Medicaid eligibles. Service to eligibles 
is based on medical necessity, with 
physicians determining the need· for 
medical care. Physicians provide this 
care directly and prescribe or arrange 
for additional health benefits. It is 
the physician who determines what 
drugs a patient receives, decides when 
a patient needs nursing home or inpa­
tient hospital care, and controls the 
care of the patient in an institution. 
The majority of licensed physicians in 
Alabama participate in the Medicaid 
program. A little more than 71 per­
cent of Alabama's Medicaid eligibles 
received physicians' services in FY 
1992. 

Recipients visiting a physician 
are required to pay a $1 copayment 
per office visit . Recipients under 18 
years of age, nursing home residents, 
and pregnant women are exempt 
from copayments. Certain physicians' 
services do not require copayments. 
These include family planning ser­
vices, physicians' inpatient hospital 
visits, physical therapy, and emergen­
cies. Physicians may not deny ser­
vices due to the recipient's inability to 
pay the copayment. 

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 agreement limiting charges for 
screening children. Also, nurse mid­
wives are required to sign contracts in 
order to participate in the Medicaid 
program. For other types of physi­
cians' services, the submitted claim is 
considered a contract as long as the 
physician is enrolled in the Medicaid 
progTam and has a provider number. 

In general, the per capita cost of 
Medicaid services to the aged is high­
er than for other categories of recipi­
ents. One reason is that older people 
are more likely to have health prob­

lems. However, Medicaid physicians' 
care costs for the aged are lower than 
for most categories. This is because 
most of Medicaid's aged recipients 
also have Medicare coverage. In cases 
when individuals have both Medicaid 
and Medicare coverage, Medicare 
pays the larger portion of the physi­
cian's bills. 

Eye Care Program: The 
Alabama Medicaid eye care program 
provides eligibles with continued high 
quality professional eye care. For 
children, good eyesight is essential to 
learning and development. For 
adults, good vision is critical to self­
sufficiency and the maintenance ot:. a 
high quality oflife. Through the opto­
metric program, Medicaid eligibles 
receive a level of eye care comparable 
to that ofthe general public. 

The eye care program provides 
services through ophthalmologists , 
optometrists and opticians . Adults 
(21 years of age and older) are eligible 
for one complete eye examination and 
one pair of eyeglasses every two calen­
dar years. Recipients under 21 years 
of age are eligible for an eye examina­
tion and one pair of eyeglasses every 
calendar year or whenever medically 
necessary. Hard or soft contact lenses 

are available when prior authorized 
by the Medicaid Agency for apkakic 
(post-cataract surgery ) patients and 
for the treatment of keratoconus. 

In keeping with the Agency's poli­
cy of cost containment, eyeglasses are 
chosen through competitive bidding. 
The contractor is required to furnish 
eyeglasses that meet federal, state 
and Agency standards. The selection 
of frames includes styles for men, 
women, teens, and preteens. 

Laboratory and Radiolo­
gy Program: Laboratory and 
radiology services are essential parts 
of the Medicaid health care delivery 
system. Many diagnostic procedures 
and methods of treatment would be 
impossible without the availability of 
these valuable services. 

Since lab and x-ray services are 
ancillary parts of other services, Med­
icaid will not pay for lab and x-ray 
services if the other services per­
formed are not covered. Laboratory 
and radiology providers must be 
approved by the appropriate licensing 
agency, and independent labs and x­
ray facilities must sign contracts with 
Medicaid. 
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FY 1992 
PHYSICIAN PROGRAM 
Use and cost 

Table ­ 27 

I 

Category Payments Recipients 
Cost Per 
Recipient 

Aged 
Blind 
Disabled 
Dependent 

$4,938,440 
$421,918 

$30,330,252 
$61,021,585 

56,771 
1,345 

84,401 
249,283 

$87 
$314 
$359 
$245 

All Categories $96,712,195 391,800 $247 

IFY 1990·1992 Table - 28 
ILAB AND X-RAY PROGRAM 

Use and cost 

Annual Cost Per 
RecipientYear Payments Recipients 

71,2261990 $2,806,128 $39 
$4,841 ,269 110,900 $441991 

1992 $6 ,973,307 155,184 $45 

FY 1992 Table ­ 29 
EYE CARE PROGRAM 
Use and cost 

" Cost Per 
Category Payments Recipients Recipient 

Optometric Service $2,273,667 48,785 $47 
Eyeglasses $880,616 34,384 $26 

-
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Care for acutely ill , indigent 
residents in nursing facilities was 
mandated in 1965 with the enact­
ment of Medicaid (Title XIX). The 
Omnibus Budget Reconciliation Act 
of 1987 (OBRA 87 ) significantly 
impacted the nursing facility pro­
gram. OBRA 87 was implemented 
October 1, 1990 and provided for 
improvements in health care for 
residents in nursing facilities. The 
law included better training for 
nurse aides, more rights and choic­
es for residents in controlling their 
lives and surroundings and more 
opportunities for restorative care to 
help residents reach their full phys­
ical potential. 

During the pa st several years 
the elderly population of the state 
has increased, with the percentage 
of reci pien ts in nursing facili ties 
increasing at a slower rate. Factors 
contributing to the stabilization of 
nursing facility use by Medicaid 
recipients include the availability of 
home health services, the implemen­
tation of home and community based 
services to prevent institutionaliza­
tion, the continued application of 
medical criteria to insure that Med­
icaid facility patients have genuine 
medical needs requiring professional 
nursing care, and a management 
information system that makes 
timely and accurate financial eligi-

Long-Term Care 


bility decisions possible. 

Even with the percentage of 
recipients in nursing homes 
increasing at a slower rate, Medic­
aid financed a little over 64 percent 
of all nursing home care in the state 
during FY 1992. The total cost to 
Medicaid for providing this care 
was $315 ,675,925 . Almost 93 per­
cent of the 221 nursing homes in 
the state accept Medicaid patients. 

A regulation issued by the 
Department of Health and Human 
Services provides an alternative to 
terminating Medicare and Medicaid 
provider agreements with long term 
care facilities that are found to be 
out of compliance with program 
requirements . In facilities with 
deficiencies that do not pose imme­
diate jeopardy to the health and 
safety of patients , Medicaid may 
impose a sanction denying payment 
for new Medicaid admissions. The 
denial of payment sanction provides 
an option for terminating a facility's 
provider agreement while still pro­
moting correction of deficiencies. 

Alabama changed reimburse­
ment systems effective September 
1, 1991. This new reimbursement 
system helps to maintain capital 
formation , improve access for heavy 
care, promote quality care and 

achieve cost containment. The sys­
tem helps provide the best possibJe 
health care to our needy elderly at 
the most affordable cost to the state 
of Alabama. 

Alabama uses a Uniform Cost 
Report (UCR) to establish a Medic­
aid payment rate for a facility. 
Nursing facilities are reimbursed at 
a single rate based on allowed costs 
rather than the level of care provid­
ed to individual patients. The rate 
takes into consideration the nurs­
ing facility financing arrangements, 
staffing, management procedures , 
and efficiency of operations . The 
UCR must be completed by each 
nursing facility and submitted to 
the Alabama Medicaid Agency by 
September 15 of each year so a new 
rate may be established and imple­
mented by January 1 of the follow­
ing year. Allowable expenses 
included in the reimbursement rate 
are employee salaries, consultation 
fees, dietary service , supplies, 
maintenance and utilities, as well 
as other expenses incurred in 
maintaining full compliance with 
standards required by state and 
federal regulatory agencies. Medic­
aid pays the long-term care facility 
100 percent of the difference 
between the Medicaid-assigned 
reimbursement rate and the 
patient's available income. 

FY 1990-1992 
LONG-TERM CARE PROGRAM 
Patients, months, and cost 

Table ­30 

Year 

Number of Nursing 
Home Patients 

Unduplicated Total 

Average Length 
Of Stay 

During Year 

Total Patient-
Days Paid For 
By Medicaid 

Average Cost 
Per Patient Per 

Day To Medicaid 
Total Cost 

To Medicaid 

1990 
1991 
1992 

21 ,648 
21 ,730 
21,084 

235 Days 
253 Days 
272 Days 

5,087,346 
5,495,747 
6,213,634 

$33 
$42 
$51 

$169,195,695 
$232,088,398 
$315,675,925 
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FY 1990-92 
LONG-TERM CARE PROGRAM 
Number and percent of beds used by Medicaid 

Table ­ 31 

Year 

Licensed 
Nursing 

Home Beds 

Medicaid 
Monthly 
Average 

Percent of Beds 
Used By Medicaid 

In An Average Month 

1990 
1991 
1992 

22,302 
22,842 
22,974 

13,300 
13,973 
14,732 

59.6% 
61.2% 
64.1% 

FY 1992 Table ­ ::12 
LONG-TERM CARE PROGRAM 
Recipients and payments by sex, race, and age 

Recipients Payments 
Cost Per 
Recipient 

By Sex 
Female 16,265 $245,530,443 $15,096 

Male 

By Race 

4,819 $70,145,483 $14 ,556 

White 16,657 $246,083,398 $14,774 
Nonwhite 

By Age 

4,427 $69,592,526 $15,720 

0-5 23 $515,977 $22,434 
6-20 143 $3,554,573 $24,857 

21-64 1,893 $32,019,878 $16,915 
65 & Over 19,025 $279,585,497 

-

$14,696 
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FY 1992 ' Table - 33 
PAYMENTS TO NURSING HOMES 
By county of recipi nt (in million of dollars) 

$7.9 $2.4 
MADISON JACKSON 

fRANKLIN 1AIVRENCE 

$3 .5 MORGAN 

fAYETTE 

$1.9 
,-----J'---, 

$1.3 

ESCAMBIA $4.8 
$3.4 
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Long-Term Care for the Mentally III 


The Alabama Medicaid Agency, 
in coordination with the State 
Department of Mental Health and 
Mental Retardation, includes cover­
age for Medicaid-eligible mentally 
retarded and mentally diseased 
recipients who require care in an 
Intermediate Care Facility ClCF) . 
Eligibility for these programs is 
determined by categorical, medical 
and/or social requirements specified 
in Title XIX. The programs provide 
treatment which includes training 
and habilitative services intended 
to aid the intellectual, sensorimo­
tor, and emotional development of 
residents. 

Facilities in which intermediate 
care for the mentally retarded are 
provided include the Albert P. 
Brewer Developmental Center in 
Mobile, the J. S. Tarwarter Devel­
opmental Center in Wetumpka, 
Lurleen B. Wallace Developmental 
Center in Decatur, Partlow State 
School and Hospital in Tuscaloosa, 
and the Glenn Ireland II Develop­
mental Center near Birmingham. 

In recent years there has been a 
reduction of more than 300 beds in 
intermediate care facilities for the 
mentally retarded statewide. This 
reduction is a cooperative effort by 
the Department ·of Mental Health 
and Mental Retardation and the 
Alabama Medicaid Agency to dein­
stitutionalize as many clients as 
possible and serve clients in the 
least restrictive setting. 

In addition to contributing the 
federal share of money for care in 

large residential facilities, Medicaid 
also covers intermediate care of 
mentally retarded residents in 
three small facilities of 15 or fewer 
beds. Those facilities include Mus­
cle Shoals Association for Retarded 
Citizens in Tuscumbia, Volunteers 
of America #20 in Huntsville , and 
Volunteers of America #40 in Hart­
selle. Institutional care for the 
mentally diseased is provided 
through Alice Kidd Nursing Facility 
in Tuscaloosa, Claudette Box Nurs­
ing Facility in Mobile, and S. D. 
Allen Nursing Facility in North­
port. 

Payments for long-term mental 
health and mental retardation pro­
grams have increased dramatically, 
from less than $2 million in FY 
1979 to approximately $87 million 
in FY 1992. In FY 1992 the aver­
age payment per day in an institu­
tion serving the mentally retarded 
was approximately $183.67. 

In terms of total Medicaid dol­
lars expended and the average 
monthly payment per patient, the 
ICF-MR/MD program is extremely 
costly. However, the provision of 
this care through the Medicaid pro­
gram is saving the taxpayers of 
Alabama millions of state dollars . 
These patients are receiving ser­
vices in state-operated mental 
health institutions . If the Medicaid 
program did not cover the services 
provided to these patients, the 
Alabama Department of Mental 
Health and Mental Retardation 
would be responsible for the total 
funding of this care through its 
state appropriation. In FY 1992, in 
cooperation with the Alabama Med­
icaid Agency, Mental Health was 
able to match every $27 in state 
funds with $73 of federal funds for 
the care of Medicaid-eligible ICF­
MRlMD patients. 

FY 1992 Table- 34 
LONG·TERM CARE PROGRAM 
·ICF·MRIMD 

ICFIMR ICFIMD-Aged 

Recipients 1,301 420 

Total Payments $76,830,747 $10,718,356 

Annual Cost Per Recipient $59,055 $25,520 

________________________________________________________________________________--'h __ 
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Pharmaceutical Program 


Although the pharmacy pro­
gram is an optional service under 
federal Medicaid rules, it is econom­
ically vital to the Medicaid pro­
gram. Treating illnesses with pre­
scription drugs is usually much less 
expensive and often as effective as 
alternatives such as hospitalization 
and/or surgery. For this reason, the 
pharmacy program represents one 
of the most cost-effective services. 

Realistically , modern medical 
treatment would be impossible 
without drugs . In recent years, 
medical profession a l s have been 
very successful in finding medica­
tions that make more expensive 
alternatives unnecessary. 

Institutional pharmacy ............ $2.77 


Government pharmacy ............ $5.40 


Dispensing physician ....... ........ $1.21 


Primarily to control overuse, 
Medicaid recipients must pay a 
copayment for each prescription. 
The copayment ranges from $.50 to 
$3 , depending on drug ingredient 
cost. The Omnibus Budget Recon­
ciliation Act of 1990 expanded Med­
icaid coverage of reim burseable 
drugs. With the exception of allow­

able published exclusions, almost 
all d rugs are now covered by the 
Medicaid Agency. 

The pharmacy program is 
responsible for maintaining a list of 
injectable medications that can be 
administered by physician 
providers . Reimbursement for 
these injectables is payable through 
the physician program. The physi­
cian may bill for either an office 
visit or the cost of the drug plus an 
administration fee. 

In FY 1992, pharmacy pro­
viders were paid approximately 
$116 million for prescriptions dis­
pensed to Medicaid eligibles. This 
expenditure represents about 10 
percent of Medicaid payments for 
services. The Medicaid Agency's 
reimbursement to participating 
pharmacists is based on the ingre­
dient cost of the prescription plus a 
dispensing fee. Dispensing fees 
were increased effective October 1, 
1991 as follows: 

Retail pharmacy ........... .. ...... ... . $5.40 


FY 1992 
PHARMACEUTICAL PROGRAM 
Cou nts of providers by type 

Table ­ 35 

Type of Provider Number 

Retail 

Institutional 

Governmen tal 

Dispensing Physician 

1,283 

36 

4 

1 

Total 1,324 

FY 1990-1992 Table - 36 
PHARMACEUTICAL PROGRAM 
Use and cost 

Number Of Recipients Number Rx Price Cost Total 
Drug As a % Of Of Per Per Per Cost To 

Year Recipients Eligibles Rx Recipient Rx Recipient Medicaid 

1990 253,457 61% 3,983,206 15.72 $15.19 $239 $60 ,508 ,220 

1991 293,119 61% 4,494,686 15.33 $16.92 $259 $76,028,149 

1992 351,293 64% 5,666,482 16.13 $20.42 $329 $ 115,725,473 
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Alabama Medicaid and AIDS 


Fiscal year 1992 saw a sub­
stantial increase in the number of 
AIDS cases in Alabama and in the 
number of Medicaid recipients with 
AIDS. Nationally, Medicaid covers 
approximately 40 percent of all 
HIV/AIDS patients and is also the 
largest payor for health care cover­
age for those with HIV/AIDS. Of 
the 1,668 AIDS cases reported in 
Alabama during FY 1992, 813 (49 
percent) received services funded by 
Medicaid . Payments for AIDS­
related care grew from $1.6 million 
in FY 1990 to more than $5.4 mil­
lion in FY 1992. 

Under federal law, a diagnosis 
of AIDS is considered a disabling 
condition and qualifies an individ­
ual for all Medicaid benefits. Med­
icaid eligibles must also meet other 
financial criteria. The following is a 
brief summary of some essential 
services provided to AIDS patients 
under the Medicaid program. 

Physician Services: Finding 
a physician who is familiar with 
AIDS-related diseases is sometimes 
difficult, especially in rural areas. 
Consequently, AIDS patients must 
often travel long distances to see a 
physician who is qualified and will­
ing to see them. The majority of 
physicians currently treating these 
Medicaid recipients are loca ted in 
Mobile and Birmingham. 

Inpa tien t H osp i ta l Care: 
The la rgcs L portion of the costs for 
HIV/AIDS Medicaid recipients in 
Alabama continues to be for inpa­
tient hospital care. Medicaid pro­
vided inpatient care costing 
$2 ,897,086 in F Y 1992. AID S 
patients frequently require hospi­
talization for opportuni stic infec­
tious diseases. Si nce Medicaid cov­
ers only 16 inpatient days annually 
for a d ulLs , AIDS pa ti en l s often 
exha u s t t heir inp atien t hospital 
benefit s. 

Prescription Drugs: Alaba­
ma Medicaid covers AZT and other 
drugs used to prolong the life and 
health of AIDS patients. Because of 
the high cost and the number of 
drugs available to treat AIDS-relat­
ed infections, drugs represent the 
fastest growing expenditure for 
AIDS recipients. These drug expen­
diture s for FY 1992 rose to 
$831 ,972, an increase of 73 percent 
over FY 1991. 

Home and Community 
Based Waiver Program: Home­
based services are provided to AIDS 
recipients under this waiver pro­
gram as an alternative to costly 
nursing home placement. 

Targeted Case Management: 
Case management services are pro­
vided to recipients who are HIV 
posItIve These services provide for 
coordinated access to needed ser­
vices for AIDS patients not living in 
a total care environment nor l-eceiv­
ing services under a Medicaid waiv­
er program . 

Hospice Services: Because 
AIDS is considered a terminal ill­
ness, AIDS patients may need hos­
pice services. Medicaid continues to 
provide a full range of services to 
recipients with AIDS under the hos­
pIce program. 

FY 1989-1992 
MEDICAID AIDS EXPENDITURES 
(in millions of dollars) 

Table -37 

$6 

$5 

- $4 

$3 

$2 

$1 

$0.19 

$0 
.I!189 1990 1991 

$5.44 

1992 
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