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Introduction

In January 2018, the Centers for Medicare & Medicaid Services (CMS) released a State Medicaid Director

Letter (SMDL) providing guidance to states as to the circumstances under which CMS would approve 1115
demonstration waivers making work/community engagement (CE) requirements a condition of Medicaid eligibility.
Since then, CMS has approved state work/CE waivers in Arkansas, Indiana, Kentucky, and New Hampshire, and
additional states have submitted or are poised to submit similar waivers.

Notably, on June 29, 2018, the US District Court issued a ruling in Stewart v. Azar that invalidated the U.S. Department
of Health and Human Services’ approval of Kentucky’s Medicaid waiver for failing to consider the impact of work
requirements on coverage, which the court determined was a key objective of the Medicaid program. While the
Stewart decision does not apply beyond Kentucky, states will want to consider the administrative burden they are
taking on and the implications for beneficiaries before moving forward in light of the court’s ruling. The implementation
tasks are complicated and costly, and how states implement work/CE programs will determine whether beneficiaries
find jobs, maintain or lose health insurance coverage, and experience improved health and well-being, the last goal
being the stated objective of these demonstrations. Because work/CE requirements are being implemented under the
demonstration provisions of the federal Medicaid law, states are obligated to monitor and evaluate their programs:
these evaluations and the ongoing monitoring will be essential to assessing whether in fact work/CE requirements
improve beneficiary health and well-being.

The charts that follow outline the legal, policy, financial and operational tasks and issues that states will face in
adding a work/CE condition to their Medicaid program. They are drawn from federal law, regulations and guidance,
the terms and conditions of approved waivers, and research on states’ early implementation documentation. This
information is intended to highlight for states the complexity of administrative tasks associated with implementing

a work/CE requirement.

Chart 1. Features of Approved State Work/Community Engagement Waivers

This chart catalogues the key features of approved work/CE waivers. States considering work/CE waivers will have
to consider each element and determine the specific policies that will apply in their state, including to whom the
work/CE requirements apply, which beneficiaries will be exempt, what activities will be considered in assessing
compliance with the requirements, and the consequences for beneficiaries of non-compliance. These policy
decisions will provide the basis for implementation and ongoing administration of the program.

Chart 2. CMS Guidance and Waiver Special Terms and Conditions

This chart identifies requirements set forth in CMS’ SMDL and approved demonstration special terms and
conditions (STCs) that articulate states’ implementation responsibilities.” The STCs governing the four approved
waivers are similar, but not identical. This chart provides a summary overview of common provisions that

states must have the capacity to operationalize, but it does not capture all distinctions among the four approved
state programs.



Chart 3. Streamlined Medicaid Application, Eligibility, and Enroliment Requirements

Federal law and implementing regulations require a coordinated and streamlined eligibility and enrollment process
in Medicaid. Approved demonstration STCs sometimes cross-reference specific Medicaid eligibility and enrollment
regulations, and reference states’ ongoing obligations to maintain compliance with regulations that require states to
have in place systems that minimize burden on applicants and beneficiaries in various ways, including by promoting
reliance on electronic data exchange to verify eligibility. This chart provides an overview of the eligibility and
enrollment rules to which states must adhere in implementing their work/CE rules.

Chart 4. Information Technology Business Requirements Related to Work/Community
Engagement Implementation

States are modifying their information technology (IT) systems to add compliance with work/CE requirements as
a new eligibility condition. The reliance on technology is driven by automation efficiencies and the opportunity to
access enhanced federal matching dollars. This chart outlines at a high level the business requirements that must
be accommodated to achieve IT systems readiness (including eligibility and enrollment, Medicaid Management
Information Systems (MMIS), and the client portal) in the context of new work/CE requirements. In light of past
challenges with IT builds, systems modifications represent an area of high risk for states in implementing work/CE
requirements, especially states on a fast-track implementation schedule.

Chart 5. State Costs Associated with Implementing Work/Community Engagement
Requirements

CMS has advised that states must support beneficiaries in meeting the work/CE requirements, but that Medicaid
funds will not be available to underwrite the costs of these supports (e.g., child care, job training, transportation,
etc.). Thus, states must use state general fund dollars to underwrite these costs. While federal Medicaid funds
are generally available for IT systems development and operations as well as related staffing costs, the state
share can be significant. For example, Kentucky expects to spend $17.5 million in state funds and $170 million

in federal funds to build the technology to support its new waiver, including work/CE requirements.? Ohio state
budget experts estimate that case management services for nearly 234,000 beneficiaries would cost more than
$378 million over five years.® Tennessee, by comparison, estimates a $44 million cost over one year to support
approximately 37,000 beneficiaries.* This chart delineates the areas in which states will likely incur costs. With the
exception of beneficiary supports (services that can help individuals find and secure jobs), the state should be able
to claim a federal match for these costs.
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