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January 18, 2001
Dear State Medicaid Director:

| am writing concerning the requirement that States provide pregnant women and children opportunities
to apply for Medicaid at locations other than welfare offices, such as Federally Qudified Hedth Centers
(FQHCs) and disproportionate share hospitals (DSH).

Studies demonstrate that gpplication Stes outside the welfare office can greetly assst States in their
efforts to enroll digible children in Medicaid and the State Children’ s Hedlth Insurance Program.
Recent studies by the Kaiser Commission on Medicaid and the Uninsured and by George Washington
Universty find that parents say they are much more likely to enroll children in Medicaid if they could do
S0 in convenient locations within the community, such as a doctor’ s office or clinic, or aschool or day
care center.

Thisfinding is supported by States' own experiences, many States have found outstationing to be a
particularly effective srategy to enroll eigible children and their families and to address stigma issues that
may arise when wefare offices are the primary point of entry into Medicaid. The need for outstationing
has grown in importance as an increasing number of persons who are not digible for either cash
assistance or food stlamps can establish igibility for Medicaid and do not otherwise have aneed to go
to awdfare office. In addition, many people, such as homeless persons, frequently do not consider
hedlth coverage until aneed for heath care services arises. The opportunity to gpply at the provider Site
can gregtly fadilitate enrollment in these circumstances.

Information that the Hedlth Care Financing Adminigtration (HCFA) has received from the Temporary
Assgtance for Needy Families (TANF)/Medicaid reviews, the Department of Health and Human
Service' s (DHHYS) Office of the Inspector General, and university-based studies suggests that States are
not al in full compliance with the outstationing requirement found at section 1902 (a)(55) of the Socid
Security Act, asimplemented by regulations at 42 CFR 435.904. While the regulations give States
consderable flexibility to determine how best to comply with the outstationing requirements, States must
comply with the mandatory requirements imposed by this longstanding statutory provison and the
implementing regulaions. In thisetter, we review both the requirements and flexibility to ensure States
understand what is required and how the flexibility offered by the regulations can be used to meet these
requirements in an effective and efficient manner.

In addition, we encourage you to expand your outstationing efforts beyond what the law and regulations
require. Utah, Georgia, and Indiana, for example, have moved staff out of the traditiona office setting
into the community, and recognized staff activities to promote clearly articulated enrollment gods. The
result, as reported by these States, has been increased enrollment, a higher level of staff satisfaction and



lower turnover rates, and increased overal program satisfaction on the part of families and the provider
community.
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Requirements and Options

1. Outstation L ocations

A. Requirements

Locations at Each FOHC and DSH Hospital

In genera, unless a State has demondtrated to the HCFA that it has an equaly or more effective
dternative plan for outdtationing, it must establish outstation locations at each DSH hospita and each
FQHC participating in the State' s Medicaid program.

For outstationing purposes, FQHC means an entity that meets the definition in section 1905 (1)(2)(B) of
the Socia Security Act. It includes an entity receiving a grant under section 330 of the Public Hedlth
Service Act; an entity receiving funding under a contract with the recipient of a section 330 grant that
meets the requirements to receive a section 330 grant; an entity that the Secretary determines meetsthe
requirements to receive a section 330 grant (FQHC look-alike); and an entity that was treated by the
Secretary for purposes of Medicare Part B as a comprehensive Federally-funded center as of January
1, 1990. It dsoincludes an outpatient program or facility operated by atribe or triba organization
under the Indian Sdlf-Determination Act or by an urban Indian organization receiving funds under title V
of the Indian Hedlth Care Improvement Act for the provison of primary care services.

FQHCs are particularly important sites for outstationing because mogt, if not dl, FQHC stesare
frequently used by pregnant women and children. According to DHHS data, nationdly, 59.4 percent of
the 10 million FQHC patients are women and children below 200 percent of the Federa poverty line
and 77 percent of FQHC patients are either receiving Medicaid or are uninsured. While we encourage
States to consder outstationing at Sites in addition to FQHCs and DSH hospitals (see options below),
we strongly encourage States to comply with their outstationing obligetion by outstationing at each
FQHC ste. Asexplained beow there is significant flexibility in the regulations for saffing and
implementing outstationing arrangements. For example, the regulations do not require State staff to be
placed a each outgtation location. There are various other ways that outstationing can be effectively
implemented at most or dl stes operated by an FQHC, through rotational arrangements, use of
provider staff, and other means. Broad access at multiple FQHC sites greetly enhances the
opportunities to enroll Medicaid-digible children and families

Alternate Outgtationing Plan

Under the regulations, a State may develop an dternate outstationing plan it isreflected in the State's
Medicaid plan and approved by HCFA. The regulations permit States to develop an aternate plan that
includes at least some FQHCs and DSH hospitals and other locations. The State must demondtrate that
the dternate plan is an equdly or more effective method for reaching the target group, and that an
equivaent level of funding and gaffing would be committed to implement the dternate plan.
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In reviewing these State Plan Amendments (SPAs), HCFA will take into account the following
consderations and factors:

--number of full time equivdents (FTE) State saff and non-State staff devoted to
outgtationing under the dternate plan;
--number and location of FQHC and DSH hospital outstation location Stes that will be
part of the dternate plan and the number and location of FQHC and DSH dites that
would not serve as outdtation Sites under the plan;
--the type, location and activity leve of aternate Stes under the plan;
--hours of operation of outdtationing Sites;
--number of Stesthat will provideinitiad application enrollment services only and the
number of Stes where digibility determination will be made on site;
--availability of trandaion services & outdtationing Sites,
--available data on use of dtesincluded in the dternate plan by pregnant
women, infants, and children under 19 and available data on such use at the
FQHC s and DSH hospitas not included in the plan;
--method for informing the public of the new stes, and
--any other pertinent data, information, or studies that have a bearing on the
effectiveness of the dternate plan; and
--the method proposed by the State to evauate the effectiveness of the plan.

B. Options

Outdgation at Every FOHC or DSH Hospital Satellite

The regulations do not require States to outstation staff at every satellite Site operated by aDSH
hospitalor FQHC. However, in order to be consstent with the intent and spirit of the law and
regulations, al stesthat are frequently used by pregnant women and children should be outstation Sites.

Outdation a Additiond L ocations

Outstation sites need not be limited to required outstation locations or locations that provide hedlth care
services. Additiona sites may include school-linked service centers, family support centers and other
community-based organizations that provide support services, homeless hedlth centers and other
community-based health care provider Sites, job service centers, day care centers, and Head Start and
other programs that provide support services to pregnant women, families, or children.

Beyond the requirements and choices available under the regulations which implement the outstationing
requirement of the law, States are free to outstation Steate digibility workers a any location that they
believe will hdp facilitate the enrollment of families and children into Medicad. In addition, outstationing
can be used to facilitate the enrollment of other individuas into Medicaid, such as homeless persons and
persons that are dudly digible for Medicare and Medicaid.
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2. Outstation Functions

A. Requirements

Initidl Processing of Applications

At aminimum, applications must be received and initialy processed at each outdtation location. Initid
processing includes taking gpplications, providing information and referrdss, obtaining required
documentation, ensuring that information on the gpplication form is complete, and conducting any
required interviews. 1t does not include evauating the information and making the determination of
digibility.

All initid processing activities must occur at the outstation location. Therefore, for example, if the State
requires aface-to-face interview, the State must arrange for the interview to be completed at the
outdtation location. Requiring the gpplicant to go to the locd wefare office to complete the interview
defedts the purpose of the outstationing requirements.

Proper gpplication forms must be available at al locations.

B. Options

Determine Eligibility at Outstation L ocations

In addition to initid processing, the determination of digibility can be made a the outstation location by
State staff authorized to make digibility determinations. To the extent the State has Saff available for this
purpose, it promotes the proper and efficient administration of the program to do so.

Link Outdation Sites to Automated Information Systems

States Ao may congder linking outstationed Sites to thelr automated information system <o that
gpplications taken at the outstation Site can be input directly into the system. Safeguards would be
needed to ensure that outstation workers who are not State employees only have access to information
they are permitted to see under Federd and State confidentiality requirements. Federal law permits
disclosure of information in State files which is directly connected to the adminigtration of the program.
The establishment of digibility isa purpose directly connected to program adminigtration. As such,
Federd reguirements do not preclude access to gpplication information entered into the system.
However, they do preclude giving a non State employee access to digibility information in State files
about persons other than gpplicants on the gpplication the non-State worker isinitidly processng.

Extend Opportunity to Apply to Families and Others

In addition to taking and initidly processing gpplications from pregnant women and children, as
required, States may consider extending the process to low-income families, dud- eligibles, and other
goplicants. Many children may be digible for Medicaid under the section 1931 family group. 1t makes
sense to provide these children and their parents the opportunity to gpply for Medicaid-only coverage a




the outstation Site instead of requiring families to apply a the locd wdfare office. Severd States have
developed shortened family applications that are Smple to complete and particularly appropriate for
outgtation Stes and mail-in use. States have aso found
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that training outstationed workers to be able to accept both State Children’s Hedlth Insurance Program
(SCHIP) and Medicaid applications as well asthose for the dud digible ederly has been beneficid.
Mogt states with separate SCHIP programs use joint SCHIP/Medicaid gpplications for children.

Combine Outdationing with Presumptive Eligibility

Another avallable option is to combine outstationing with presumptive digibility for children. Stes
where presumptive digibility determinations can be made for children, such as FQHCs, hopitals, WIC
offices, Head Start Centers, and Child Care Eligibility Centers, dso can serve as outstation locations.
By combining presumptive digibility determinations and outstationing at the same locatiors,
presumptively digible children can recelve immediate Medicaid coverage and can begin the process for
determining his or her continuing digibility for Medicaid without the need to go e sewhereto file aforma
Medicaid goplications. Thiswill lessen the number of otherwise digible children who lose Medicad
after apresumptive digibility period because they failed to file aregular Medicaid gpplication.

States can dso combine outgtationing with presumptive digibility for pregnant women. Medicad
providers can presumptively enroll pregnant women in Medicaid to ensure that they can receive care
pending afind determination of digibility and, in addition, initialy process the Medicaid application.

Use Outdation Locations in the Redetermination Process

States may condder using outstation locations to assst in the redetermination process. Retention isa
mgor chdlenge for Medicaid programs, particularly when families and individuas do not reply to
requests for information from the State in order to compl ete the redetermination process. Outstation
locations, such as FQHCs, could assist in the process when an individud is at the outdtation Site for a
follow up vist. At least one State is piloting a“rolling redetermination” process under which the
information needed to redetermine the family’ s or individud’ s digibility is obtained when the family or
individua is at the outstationed Site. The redetermination/renewd processis thereby completed
whenever the information is available, aslong asit is done at least every 12 months. FQHCs, in
particular, are well suited to this type of rolling redetermination process.

3. _Staffing

A. Reguirements

Hours of Staffing

Except for outdtation locations infrequently used by pregnant women or children, States must have staff
available at each outdtation location during regular office operating hours of the State

Medicaid agency to accept and initidly process applications.

State failure to ensure adequate taffing a outstation Sites has been reported as a major barrier to



successful outgtationing and enrollment strategies. If States do not have available &ff, the State is
obligated to make other arrangements to ensure that the minimum requirements of the
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regulaions are met. For example, the outstationing requirement can be carried out by DSH hospital and
FQHC «aff, or by contractors, or volunteers. If States do not have sufficient staff for outstation Sites, it
isimportant that FQHCs and DSH hospitals understand that dternatives to the State saffing model can
be used, and that states work with these facilities, as required, to implement aternative arrangements.
Some States have contracted with their State Primary Care Association to manage and provide
technica assstance to outstationed staff. Contact information for these organizations is currently
available a www.bphc.hrsagov/osnp by double clicking on the Outreach and Enrollment button.
Payment for outstationing activities is discussed below.

Staffing at Infrequently Used L ocations

Initid gpplication processng assstance must be provided at infrequently used locations but it is not
necessary to have the location staffed with a full-time person during regular State Medicaid agency
operating hours as noted above. Outdationing ass stance must be provided at these locations during the
regular operating hours (or when the location provides services during these hours) through staff on site
or through telephone assistance, or a combination of both. On-ste staff would include State staff,
provider or contractor employees, or volunteers. The regulations provide that at these locations States
mugt display anaoticein a prominent place which advises

potential applicants of when outstation intake workers will be available and provides a telephone
number that gpplicants may call for assistance when staff are not available. In addition, the regulations
require compliance with Federal and State laws and regulations governing the provison of adequate
notice to persons who are blind or deaf or who are unable to read or understand the English language.

The regulations do not define infrequently used location, and States have discretion to define thisterm
utilizing reasonable criteriaand guiddines. The definition must be related to infrequent use by pregnant
women, infants, and children under 19; it is unlikely many DSH hospitals or FQHCs would properly be
consdered stesinfrequently used by pregnant women and children in light of the patient mix at most
DSH hospitds and FQHCs. The State' s definition should be made publicly available.

Confidentidity and Conflict of Interest Requirements

The regulations provide that provider and contractor employees and volunteers are subject to the
Federd confidentiality requirements that apply to Medicaid, and to State and Federd laws concerning
conflicts of interest.

B. Options

Use Persons Other Than State Workers to Perform Certain Outdtationing Functions

States may use State employees, provider or contractor employees, or volunteers who have been
properly trained to staff outstation locations. As noted previoudy, only State employees so authorized
may make digibility determinations.
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Nontagency staff may perform initial processing services provided they are properly trained. States dso
may work with local community-based organizations to identify volunteers. However, it isvery unlikey
that a State will be able to fully comply with its respongibility to ensure that outstationing is operating as
intended in al required Stes by relying solely or primarily on volunteers. Payment for non-agency geff is
discussed below.

Extend Outdtationing Hours to Coincide with Provider Operating Hours

While the regulations require the avail ability of staff at each outstation location during the regular
working office hours of the State Medicaid office, frequently, these hours do not coincide with the hours
of hedth centers, which regularly have evening and weekend hours. We strongly encourage States to
extend outstationing hours to coincide with provider operating hours, which often are more convenient
for familiesin which the parents work regular daytime shifts.

Rotate Staff Among Outstation L ocations

The regulations alow States to Station staff at outstation locations or to rotate staff among severa
locations as workload and staffing availability dictate. While rotation is an option, it does not override
the obligation of the State to provide gaffing at outstation locations during regular office operating hours
and to have ether staff or telegphone assstance at infrequently used locations. As apractica métter,
rotation may be best suited as ameansto provide staffing at infrequently used locations, or to cover
evening or other nontraditional hours. States may aso use State staff on arotating basisto make
eigibility determinations at severa locations, or to provide guidance and assstance at severd locations
to provider staff or other persons performing initid processing activities.

4. Payment for Outstationing Activities

Requirements

Payment for Outdtationing Functions

Staffing and resource limitations do not rdieve States of the obligation to comply with and pay for the
outgtationing requirements of the law and regulations. Federd financid participation (FFP) isavailable
in expenditures incurred by the State associated with outstation locations, regardless of whether the
function is provided by a State or county employee or other person authorized to perform initia
processing activities under the regulation. FFP isavailable for State expenditures for incurred
outdtationing cods a regular outstationing locations and at infrequently used and optiond locations. The
adminigtrative functions of taking and processing gpplications are rembursed at the 50 percent rate.
Subject to the limitations noted below, this rate includes costs incurred by the State to implement and
provide outstationing of intake workerswho are

State employees, provider employees, volunteers, or contractor employees. The rate covers such
necessary adminigtrative codts as sdaries, fringe benefits, trave, training, equipment, and space directly




attributable to outstationing activities. To the extent that outstationing activities are directed at both
Medicaid and SCHIP- digible children, enhanced matching funds would be available for the SCHIP-
related activities subject to the cap on SCHIP non-coverage expenditures.
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Funding Under the $500 Million Fund

Funding for some outgtationing activities is dso available under the $500 million fund authorized under
the Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (PRWORA) as part of
cash asssance/Medicaid ddinking. Thisfund can be used for awide range of activities related to
enrollment systems and outreach for individuas, including outdtationing for individuas who could
possibly be digible under the Medicaid digibility group for low-income families established by
PRWORA in section 1931 of the Socid Security Act. When a State performs such activities under—or
related to—the 1931 provision, the State can consider the full cost of that activity as attributable to the
enactment of section 1931. FFPisavailable under thisfund at the 90 percent rate for outstationed steff,
including State digibility workers and provider employees, see Dear State Medicaid Director |etter
dated January 6, 2000 for further information. (Thisletter isavailable on HCFA’swebsite at
www.hcfagov). Funding under the $500 million fund is not available for the minimum outstationing
requirements mandated by Federa law (section 1902 (a)(55) and regulations at 42 CFR 435.904
(which were in effect prior to the enactment of PRWORA). However, the $500 million fund would be
avalable for new outgtationing activity (including outstationing options beyond the minimum
requirements) which is related to section 1931.

Use of Provider Donations

Provider-related donations made to a State by a hospitd, clinic, or smilar entity for the direct costs of
State or loca agency personnd who are Sationed at the facility to determine digibility or to provide
outreach services may be used as the State share of such State cogts, within a statutorily prescribed
limit. Specificdly, the provider-related donations for outstationed digibility workers (i.e., State or local
agency workers) are limited to 10 percent of a State's medical assstance adminidirative costs, excluding
the costs of family planning activities. Direct costs of outstationed digibility workers refers to the costs
of training, salaries, and fringe benefits associated with each outstationed worker and a prorated cost of
outreach activities gpplicable to the outstationed worker. The Medicaid statute permits this arrangement
as an exception to the genera prohibition on provider-related donations. The exception does not apply
to donations made by a hospita, dlinic, or amilar entity for the direct cogts of nonState personnel.

Financia Obligation of the State

Although FQHCs and DSH hospitas contribute toward the cost of outstationing in severd dates, they
are not obligated to do s0. The State is not relieved of its financid obligation to implement outstationing
at aprovider location if the provider is unwilling or unable to contribute toward the cost of the
outstationing arrangements. The State must arrange for outstationing at that location consstent with the
requirements and options of the law and regulations.

Review of State Outstationing Arrangements

As part of our reviews of State enrollment practices in delinking Medicad/TANF, HCFA received
information regarding State outstationing arrangements. We were made aware of shortcomings in some



States and successful outgtationing effortsin other States. The DHHS Office of the Inspector Generd is
following up on these reviews to examine State compliance with Federd requirements and to help
identify modd drategies.
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We encourage States to review their outsationing arrangements in light of this guidance and to come
into compliance with the law and regulations promptly if they are not aready in full compliance. States
that seek to meet their outstationing obligations under an dternate plan must submit a SPA; in the
absence of aSPA, the State will be held to the minimum requirements set forth in the law and
regulations. Our god in providing this guidance is to darify Federd rules and opinions, and to offer
technical assstance and encouragement o that innovative outstationing arrangements will continue to
flourish. Outgtationing has proven to be a very successful outreach and enrollment strategy for States
seeking ways to reach families outsde of the wefare office.

If you have any questions or would like technical assistance with respect to these outstationing
reguirements and options, please contact your regiona office.

Sincerdy,
IS

Timothy M. Westmoreland
Director

cc:
HCFA Regiond Adminigtrators

HCFA Associate Regiond Adminigtrators
for Medicaid and State Operations

Lee Patridge
Director, Hedlth Policy Unit
American Public Human Services Association

Joy Wilson
Director, Hedth Committee
Nationa Conference of State Legidatures

Matt Salo
Director of Hedlth Legidation
National Governors Association



