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Chapter .
Overview of Medicaid and Medi-Cal

Medicaid is the nation’s largest public health coverage program, covering 83
million people including 14.3 million—or one in three—people in California.
Medicaid covers a wide range of health services which, taken together, are
intended to provide a comprehensive package of health care services from
infancy to end of life. This chapter provides an overview of the federal Medicaid
program, including the structural framework and program requirements, and
how they are applied in California. The chapter also describes Medicaid’s
general services categories and the legal protections afforded to applicants
and beneficiaries who receive Medicaid services through California’s Medicaid
program, also known as Medi-Cal.?

While not discussed in this Manual, advocates should be aware of changes to
the Medicaid program as a result of the so-called “One Big Beautiful Bill" Act
("OBBBA"), which negatively impacts eligibility and enrollment for Medicaid in
myriad ways.?

Changes include, but are not limited to:

Effective October 1, 2026:

- OBBBA limits federal Medicaid funding to the following immigrant groups:
lawful permanent residents (LPRs) or “green card holders” who have met or
are exempt from the 5-year waiting period, certain Cuban and Haitian
entrants, and citizens of Compact of Free Association (COFA) nations.*

Effective January 1, 2027:

- Individuals covered under the Medicaid expansion population or similar
section 1115 waivers must participate in mandatory work activities unless
they meet certain exemptions;®

- Instead of once a year, mandatory six-month renewals for Medicaid
expansion enrollees will be required;®

- Retroactive coverage for Medicaid applications will be limited to two
months for individuals in the non-MAGI Medicaid group and one month
for individuals in the Medicaid expansion population.”
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A. Framework
1. Legal Framework for Medicaid and Medi-Cal

The Medicaid Act is part of the larger Social Security Act (SSA). Medicaid
provisions can be found in section 1902 of the SSA, codified in 42 United States
Code (U.S.C) Section 1396 et seq. Appendix A in this Guide outlines where major
provisions of the Medicaid Act may be found and other relevant resources.
States are not required to participate in the Medicaid Program, but when they
choose to do so, they must agree to follow a set of federal laws and rules and
develop a state Medicaid plan. Much of the guidance provided to states about
how they must run their Medicaid programs is found in federal Medicaid
regulations at 42 Code of Federal Regulations (CFR) Section 430 et seq.

Additional policy guidance from the federal government is found in policy
manuals such as the State Medicaid Manual and policy letters to state health
officials.2 These materials are issued by the Centers for Medicare & Medicaid
Services (CMS) within the United States Department of Health and Human
Services (HHS). CMS regularly publishes subregulatory guidance including Dear
State Medicaid Director letters and Dear State Health Official letters to alert
Medicaid directors to news that may affect their state’s administration of the
Medicaid program and changes in federal law or policy. The Medicaid Act, its
implementing regulations, and accompanying guidance must comply with the
U.S. Constitution. The program must also comport with laws related to the
Federal Spending Clause, such as those prohibiting discrimination in federally
funded programes.

While the federal laws, regulations, and policy guidance provide general
directives to all states, California has its own state laws, regulations, and policy
guidance governing its Medicaid program, called “Medi-Cal” in California. The
Medi-Cal laws can be found in California Welfare and Institutions Code Section
14000 et seq. and most of the regulations at Title 22 of the California Code of
Regulations Section 50000 et seq. The California Department of Health Care
Services (DHCS) is the state agency that administers the Medi-Cal program.
DHCS provides policy guidance in the form of All County Welfare Directors
Letters (ACWDLs), All Plan Letters (APLs) to Medi-Cal Managed Care Plans,
Mental Health and Substance Use (MHSUDs) Information Notices to Mental
Health Plans and SUD Programs, Provider Bulletins, and various manuals such
as the Medi-Cal Provider Manual. The Medi-Cal program, as a governmental
entitlement program, is also governed by California’s constitutional protections
and other state laws. Laws prohibiting discrimination also apply.

2. Structural Framework for Medicaid and Medi-Cal

Medicaid is a federal and state cooperative program. This means that both the
federal government and the state government provide payment for the
administration of the program and provision of services covered under the
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state’s Medicaid plan. The federal portion is called “federal financial
participation” (FFP) and the rate at which it is paid, which varies state to state, is
called the Federal Medical Assistance Percentage (FMAP).° Currently, California
receives FMAP at the rate of 50 percent for most services covered under Medi-
Cal.° This means that for each dollar the state pays for Medi-Cal costs, the
federal government pays another dollar of the cost of the program. California
also receives an “enhanced match” for certain services, where the federal
government pays for a higher portion of Medi-Cal costs. There are also state-only
funded Medi-Cal programs in which the state bears the cost for the entirety of
services.

Additionally, both federal and state laws govern the Medicaid program. Federal
law sets some broad standards and requires states to cover certain mandatory
groups and offer a basic set of mandatory services, while also offering states
matching funds to cover optional groups of beneficiaries and optional services.
States with Medicaid programs must follow the federal requirements in
implementing their programs, including adoption of minimum standards
regarding administration, eligibility, scope, and procedural protections. Both
federal and state government agencies establish and implement Medicaid
policy. At the federal level, CMS is responsible for enforcing the federal laws and
developing regulations and guidance for the Medicaid program.

To receive federal funding, each state must have in effect a comprehensive,
written state plan that has been approved by the HHS Secretary." The state
Medicaid plan describes the nature and scope of the state’s Medicaid program
and includes assurances that the program will be operated in conformity with
the federal statute, regulations, and other requirements. To modify a state’s
Medicaid program, the state must submit a state plan amendment (SPA) to the
HHS Secretary for approval to reflect changes in federal statute, regulations, or
court decisions, as well as material changes in state law, policy, organization, or
operation of the program.'? States may also seek authority to waiver some
provisions of the Medicaid requirements through receiving approval from the
HHS Secretary. There are different types of waivers as discussed below. After
reasonable notice and opportunity for a hearing, HHS may delay or withhold
federal Medicaid reimbursements if the state plan no longer complies with
federal requirements or if the state administers its approved plan in a way that
fails to comply with federal provisions.”®

Single State Agency

A state plan must specify a single state agency established or designated to
administer or supervise the administration of the Medicaid state plan.” That
agency must have legal authority to administer or supervise the administration
of the plan and make rules and regulations that it follows in administering the
plan or that are binding upon local agencies that administer the plan. For an
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agency to qualify as the Medicaid single state agency, it must not delegate its
authority to exercise this legal authority to anyone other than its own officials. In
addition, the authority of the Medicaid single state agency must not be
impaired. This means that other offices or agencies performing services for the
Medicaid single state agency may review rules, regulations, or decisions from
the Medicaid single state agency. However, these offices must not have the
authority to change or disapprove any administrative decision of the Medicaid
single state agency, or otherwise substitute their judgment for that of the
Medicaid single state agency with respect to the applications of policies, rules,
and regulations issued by the Medicaid agency.” In California, the Medicaid
single state agency is DHCS.

Waivers

The HHS Secretary may waive a limited number of federal statutory and
regulatory requirements to allow states to adopt special programs, known
generally as “waiver programs.” There are three primary types of federal
Medicaid waivers: 1) managed care waivers, 2) home and community-based
services waivers (known as HCBS waivers), and 3) experimental demonstration
project waivers (known as Section 1115 demonstration waivers). Approvals
typically indicate that Medicaid Act provisions not specifically waived continue
in full force and effect. California currently has twelve active Medi-Cal waiver
programs, including various HCBS waiver programs among others.'®

Managed care waivers, authorized through Section 1915(b) of the SSA, allow the
HHS Secretary to waive provisions of the Medicaid Act to promote cost-
effectiveness and efficiency."” 1915(b) waivers are often referred to as freedom-of-
choice waivers because the program designs restrict beneficiaries’ freedom of
choice. For example, California operates the Medi-Cal Specialty Mental Health
Services program through a 1915(b)(4) waiver that restricts beneficiaries’ choice
as they can only access certain mental health services from specified providers
who contract directly with a Mental Health Plan. See Chapter IV on mental
health services for additional information about this program.

HCBS waivers, authorized through Section 1915(c) of the Social Security Act,
allow states to provide home and community-based services to certain groups
of individuals who 1) would be eligible for Medicaid if living in an institution, and
2) but for the services provided through a waiver, would require the level of care
provided in a hospital, nursing facility, or intermediate care facility.”®

Section 1115 demonstration waivers allow the Secretary of HHS to grant states
waivers of limited, otherwise mandatory Medicaid requirements in order to test
experimental projects that promote the objectives of the Medicaid program.”®
Medicaid’s objectives are to help states furnish medical assistance,
rehabilitation, and other services to individuals with incomes and resources
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that are insufficient to meet the costs of needed medical care.?° In addition to
meeting program objectives, the demonstration requests should have robust
evaluation components and must be budget neutral. CMS’ authority to approve
1115 waivers is limited and must meet the following criteria:?

- The waiver must implement an “experimental, pilot, or demonstration”
project;

- The experiment must be likely to promote Medicaid’s objectives;

- The waiver must be limited to Medicaid provisions in 42 U.S.C. §1396a, which
pertain to mandatory and optional components of a state Medicaid plan; and

- The waiver must be limited to the extent and period needed to carry out
the experiment.

3. Service Delivery Models

Fee-For-Service

Traditionally, Medicaid operated using “fee-for-service” payment and services
delivery model. Each provider contracts individually with the state to furnish
services to Medicaid beneficiaries. After the provider furnishes the covered
service to the beneficiary, the provider submits a claim to the state, and the
state pays a fee for that particular claim. Health care providers who participate
in Medicaid must accept Medicaid payment as payment in full; they may not
collect additional payment from Medicaid patients, with the exception of cost
sharing authorized under federal law and the state plan.?? In fee-for-service
Medicaid, a beneficiary may obtain services from any health care provider who
participates in the Medicaid program.? Over the past few decades, many states
including California have been transitioning away from this model, however
there is a limited fee-for-service system that continues, mostly for populations
who are not subject to managed care enrollment or select services that are not
part of the managed care delivery system. In California approximately 5%

of Medi-Cal beneficiaries remain in the non-managed care FFS Medi-Cal
delivery system.?*

Managed Care

Today, the majority of Medi-Cal beneficiaries (over 95%) receive services through
some type of managed care arrangement.?> Most Medicaid beneficiaries are
enrolled in capitated managed care plans, including Managed Care
Organizations (MCOs), which receive a fixed per-member, per-month “capitated”
fee, regardless of how many services an enrollee may actually need. MCOs bear
the financial risk if the cost of providing services exceeds the capitated

payment. On the other hand, if enrollees use fewer services, the plan keeps the
excess payment. Because managed care companies have a financial incentive
to manage costs and care, federal law and regulations provide an important
array of consumer protections for enrollees.?®
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Over the past 30 years, California has increasingly moved more beneficiaries into
a capitated managed care delivery system. Medi-Cal managed care models are
available statewide and over 95% of Medi-Cal beneficiaries receive services
through a managed care plan, including high-risk and vulnerable groups like
seniors, people with disabilities, pregnant women, and children.?’” In 2023, most
people dually eligible for Medicare and Medi-Cal will also be enrolled in a Medi-
Cal managed care plan to receive their Medi-Cal benefits.?®

In Medi-Cal, managed care is delivered using five different models in various
counties.?® Under the Two-Plan model, enrollees have two health plans, one a
publicly run entity, a “local initiative,” and a privately-run entity, a ‘commercial
plan,” from which to choose their care. Under the Geographic Managed Care
(GMC) model, several commercial plans compete to provide services to Medi-
Cal beneficiaries. Under the County Organized Health System (COHS) model
and the COHS-like Single Plan model, a county forms an agency which
contracts with the state Medi-Cal program to provide services to almost all
Medi-Cal beneficiaries living in that county The Regional model, serves rural
counties that have not elected to participate as a COHS or Two-Plan. In the
Regional model, there are two commercial plans for each county.*°

Medi-Cal managed care plans are governed by both state and federal law, and
are regulated by a number of federal and state agencies. Medi-Cal plans are
regulated by CMS and DHCS. In 2016, CMS made major revisions to the federal
regulations that govern Medi-Cal plans; pursuant to the new regulations,
California added significant new statutory provisions to implement those rules.
In addition, most—but not all-Medi-Cal managed care plans are also licensed
by the California Department of Managed Health Care (DMHC) and are subject
to a set of consumer protection laws called the California Knox-Keene Act.?
Because COHS Medi-Cal plans are exempt from DMHC licensure, currently
only one COHS, Health Plan of San Mateo, is Knox-Keene licensed.*? Medi-Cal
Managed Care Plans licensed under the Knox-Keene Act are also regulated

by DMHC.

- Network Adequacy

As previously mentioned, Medi-Cal managed care plans are capitated—i.e., they
receive a set payment per enrollee per month in exchange for providing
services.®* The plans contract on a “‘comprehensive risk” basis, meaning they
accept the risk of incurring a loss if they spend more on services than they
receive through the capitated payments, but they will make a profit if providing
services costs less than the payments.>

Both federal and state laws require Medi-Cal managed care plans to have
adequate provider networks to serve their enrollees. Federal Medicaid law
requires that each Medi-Cal Managed Care plan ensure that all services covered
under the State Plan are available and accessible to managed care enrollees.*
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Federal Medicaid regulations require states to develop and publish quantitative
network adequacy standards, for certain types of providers.*® The regulations
further require managed care plans that participate in Medi-Cal to ensure and
annually document their capacity to serve the health care needs of their
enrollees in each service area in accordance with state access-to-care
standards.®” The regulations require the state to annually certify to CMS that its
plans are in compliance with state standards for service availability, after the
state’s review of each plan’s documents*® California Medi-Cal law provides sets
both geographic and timely access standards for all Medi-Cal MCOs, including
County Mental Health Plans and Drug Medi-Cal Organized Delivery Systems.*
For information about California’s specific requirements for Medi-Cal plans, see
National Health Law Program’s Medi-Cal Managed Care Series, which includes
an issue brief on Network Adequacy Laws in Medi-Cal Managed Care Plans.*°

B. Services

In general, the Medicaid Act requires states to provide coverage for broad
categories of services but does not explicitly define the minimum level of each
service to be provided. For example, prenatal care is a mandatory service,
however states have some leeway to determine the extent to which a particular
service is covered.”! Instead, the Medicaid Act requires states to establish
reasonable standards, comparable for all eligibility groups, for determining the
extent of medical assistance. These standards must be consistent with the
objectives of the Medicaid Act and are described in more detail below.

1. General

Medicaid offers comprehensive services that address the health needs of the
populations served. Low-income individuals and families tend to have worse
health outcomes than their higher income counterparts and are more likely to
have chronic health conditions and disabilities.*? The service package offered
through Medicaid was developed to help address these health care needs.

Mandatory Services for Categorically Needy Beneficiaries

The mandatory categorically needy qualify automatically for Medicaid because
they fit into a specified category. Currently, individuals must fit into one or more
of groups of low-income families and children or low-income aged, blind, or
disabled individuals.*® Individuals covered by their state Medicaid expansion
program under the ACA (including California), are also included in this
category.** The Medicaid Act requires states to cover a broad array of services
for all categorically needy beneficiaries, including, but not limited to:

- Inpatient hospital services (other than services in an institution for people
with mental health diagnoses);*

- Qutpatient hospital services;*®
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- Physician services;*

- Rural health clinic services, including ambulatory services offered by a rural
health clinic and otherwise included in the state’s Medicaid plan;*®

- Federally-qualified health center services;*
- Laboratory and X-ray services;>°

- Nursing facility services (other than in an institution for people with mental
health diagnoses) for individuals 21 or older;”!

- EPSDT services for recipients under age 21;>

- Pregnhancy-related services and services for conditions that might
complicate pregnancy;>

- Family planning services and supplies;*
Optional Services for Categorically Needy Beneficiaries

The Medicaid Act provides that states may cover additional services. Once a
state chooses to provide an optional service, the state must fully adhere to
applicable requirements. Optional services include, but are not limited to:

- Clinic services furnished by or under the direction of a physician, including
such services furnished by clinic personnel outside the clinic to
beneficiaries who do not reside in a permanent dwelling or have a fixed
mailing address;*

- Physical therapy and related services;*®

- Prescribed drugs, dentures, prosthetic devices, and eyeglasses;*”

- Other diagnostic, screening, preventive, and rehabilitative services;>®
- Dental services;* and

- Intermediate care facility services for the developmentally disabled (other
than institutions for people with mental health diagnhoses).®°

Services for Medically Needy Beneficiaries (Optional Coverage Groups)

States with medically needy Medicaid programs can offer this group the same
or a more limited package of services than it offers the categorically needy. At a
minimum, if a state chooses to cover the medically needy, it must provide
prenatal and delivery services.® If a pregnant person applies for and receives
medically needy Medicaid during their pregnancy, the state must continue to
cover pregnancy-related care services through the end of the month in which
the 60-day postpartum period falls.®? The state must also cover ambulatory
services for children under age 18 and for individuals entitled to institutional
services.® Individuals entitled to nursing facility services must also have access
to home health services.®*
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2. Medi-Cal Services

In addition to the mandatory benefit categories described previously, California
has opted to cover many additional benefits in its Medi-Cal program such as
prescription drugs, adult dental benefits, long-term services and supports for
older adults and individuals with disabilities, family planning services, non-
emergency medical transportation, and a wide range of mental health and
substance use disorder services.®®> These services are described in detail in
subsequent chapters of this Guide.

Limited Scope Services for Immigrant Adults

In addition to the changes required by OBBBA, there are California specific
changes to coverage for immigrants.®® Despite this, certain immigrants are
exempt from those changes. They include:

- Children up to their 19th birthday;

- Current foster youth, former foster youth up to their 26th birthday, and
nonminor dependents; and

- Pregnant people, including 12 months after the pregnancy ends.®’

In terms of California specific changes, beginning January 1, 2026, the state will
impose a freeze on expansion populations of applicants 19 years and older who
are who are undocumented and are not claiming to fit within a Medi-Cal
eligibility category. This means these new applicants will no longer qualify for
full scope Medi-Cal. Current Medi-Cal enrollees with the same status who
enrolled prior to January 1, 2026 can remain enrolled with almost all Medi-Cal
benefits with the exception of non-emergency dental care services (now called
“full scope Medi-Cal with no dental”).?® Those current enrollees who continue
their coverage after January 1Ist will shift to the “full scope Medi-Cal with no
dental” category subject to additional requirements.®®

OBBBA further restricts immigrant access to Medicaid by eliminating federal
funding for many immigrants.’® Starting on October 1, 2026, full scope federally
funded Medi-Cal will only be available to: U.S. citizens, lawful permanent
residents (LPR), Cuban and Haitian Entrants, individuals present under a
Compact of Free Association (COFA), as well as pregnant individuals and
children if the state chooses.”

Adults seeking to enroll in full-scope Medi-Cal must meet California’'s Medi-Cal
eligibility requirements.”? Those immigrants who are not eligible for full-scope
Medi-Cal can still receive certain services under restricted or emergency Medi-
Cal. Immigrants not eligible for full-scope Medi-Cal may also be able to access
other types of limited scope and/or state publicly-funded services and
programs, including:
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- Hospital Presumptive Eligibility;”

- Pregnancy Presumptive Eligibility;”*

- Breast & Cervical Cancer Treatment Program (BCCTP),”

- Prostate Cancer Treatment Program (IMPACT);’®

- Family Planning, Access, Care & Treatment Program (FPACT),””
- Medi-Cal's 213% FPL Pregnancy Program;’®

- Medi-Cal Access Program (MCAP);”®

- County safety-net programs;®°

- Emergency room screening & care;®

- Hospital financial assistance (charity care);®?

- Kaiser Permanente’s Community Health Coverage Program.®

3. Medicaid Protections That Help Ensure Coverage and Access to Services

Congress mandated the inclusion of certain benefits and services states must
offer in their Medicaid programs.8* However, it did not explicitly define the
minimum level of each service to be provided. Instead, Congress, through the
Medicaid Act, required states to establish reasonable standards, comparable for
all eligibility groups, for determining the extent of medical assistance.®®* These
standards must be consistent with the objectives of the Medicaid Act.2® While
enforcing these rights may only happen through a legal challenge in the courts,
these consumer protections are key features to the Medicaid program.

Amount, Duration, and Scope of Services

Federal Medicaid law and regulations require that the services be “sufficient in
amount, duration and scope to reasonably achieve their purpose.”” These rules
also require that states not “arbitrarily deny or reduce the amount, duration, or
scope of such services to an otherwise eligible individual solely because of the
diagnosis, type of illness or condition.”® There is no concrete rule as to what
constitutes a sufficient amount of services, and states have a leeway about how
they impose limits on services. It is generally understood to mean that all
medically necessary treatment within a covered service must be provided, that
service must be covered in an amount sufficient to achieve its intended
purpose (meets most people’s need for that service), and particular illnesses
cannot be singled out for restricted coverage. States must also use reasonable
standards in administering their Medicaid program, meaning that they cannot
have policies or practices that arbitrarily deny a particular service or item within
a category of benefits, such as durable medical equipment. All these consumer
protections are critical to ensure beneficiaries have access to services that are
medically necessary.
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Comparability

Medicaid benefits must not only be “sufficient” in amount, duration, and scope,
they must also be comparable. Generally, states must ensure that services
available to categorically needy beneficiaries are not less in amount, duration,
and scope than those services available to medically needy beneficiaries.®
Additionally states are required to provide services equal in amount, duration
and scope for all beneficiaries within the categorically needy and medically
needy groups respectively.®® Some exceptions exist; for example, children are
entitled to receive additional services® A state may also operate a home and
community-based services program for people with disabilities under a
Medicaid waiver program which can provide additional services.®? Essentially,
comparability is about fairness: one person who has the same type of needs as
another person should be able to access the same services. Comparability does
not require states to provide any particular service but requires the state to
provide the services it offers in a manner that does not deny it to individuals
who have the same types of needs. Some states have been found by courts to
violate this requirement when they arbitrarily provide a service or benefit to one
individual or group of individuals but do not provide the service or benefit to
another group with a similar need.*

Reasonable Promptness

The Medicaid Act requires that state “medical assistance . .. be furnished with
reasonable promptness to all eligible individuals.”* Federal regulations direct
state agencies to determine an applicant’s eligibility for Medicaid within forty-
five days of the date of application and to “[flurnish Medicaid promptly to
beneficiaries without any delay caused by the agency’'s administrative
procedures.” This requirement arises both in the state’s obligation to
determine Medicaid eligibility of an applicant in a timely manner and in the
duty to provide services or benefits to a Medicaid beneficiary.®® For example, if a
state (or county) fails to determine individuals’ eligibility for Medicaid in a timely
manner (i.e. 45 days for most applicants) due to a backlog of applications in the
system, that delay would very likely violate the state’s obligation to furnish
assistance with reasonable promptness. If a state fails to determine Medicaid
eligibility with reasonable promptness, beneficiaries can appeal.®” See below for
information on Medicaid Due Process.

Statewideness

Another consumer protection provision of the Medicaid law is the requirement
that a state plan for medical assistance “shall be in effect in all political
subdivisions of the state.”® The state Medicaid plan must be continuously in
operation throughout the state.?® In general, states are required to make their
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Medicaid benefits available to all eligible individuals, regardless of the location
of their residence within the state. This requirement does not mean that a
Medicaid provider must offer the services throughout the state, but rather that
services covered under the Medicaid state plan must be available throughout
the state.’°© So, for example, a state can contract with a managed care plan to
serve a particular population, or beneficiaries residing within a particular region
of the state, and the contract can exclude beneficiaries outside of that
population or region of the state. The statewideness rule applies to both
mandatory and optional benefits. For example, a state that covers optional
prescription drugs must make that benefit available in both rural and urban
areas of the state. There are exceptions to this general rule, as states are allowed
to limit coverage of some services (e.g. “targeted” case management services) to
a particular subpopulation of Medicaid beneficiaries or to particular geographic
areas within the state. Similarly, certain HCBS waiver services can be restricted
to certain target populations residing in particular areas within the state or to
beneficiaries that meet certain qualifications. States may also obtain waivers of
this “statewideness” requirement to conduct 1115 demonstrations.'”

Free Choice of Provider

Any individual eligible for Medicaid may obtain Medicaid services from any
institution, agency, pharmacy, person or organization that is qualified to furnish
the services and willing to furnish them.'°? This provision is often referred to as
the “free choice of provider” provision. This important consumer protection
allows Medicaid beneficiaries to seek care and services from a Medicaid
provider that they elect as long as such provider is willing to provide these
services (and accept them as a patient). There is an exception for beneficiaries
enrolled in certain managed care plans (to permit such plans to restrict
beneficiaries to providers in the managed care plan’s network).'”> However,
Medicaid managed plans cannot restrict free choice of family planning
providers, even if the plan otherwise restricts enrollees’ coverage to a network of
providers.?* The provider must also meet Medicaid qualifications or standards
set forth by the state.

Additionally, states cannot set unreasonable standards to unfairly target certain
providers. A state’s action against a provider affecting beneficiary access to the
provider must be supported by evidence of fraud or criminal action, material
noncompliance with relevant requirements, or material issues concerning the
fitness of the provider to perform covered services or appropriately bill for
them.'%> Taking such action against a provider without such evidence would
not be in compliance with the free choice of provider requirement. If a state
does not have evidence supporting its finding that a provider failed to meet a
state standard, that provider remains “qualified to furnish” Medicaid services.'?®
Within the family planning context, the free choice of provider protection
prevents states from denying qualification to family planning providers, or
taking other action against qualified family planning providers that impedes
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beneficiaries’ access to those providers. A qualified provider includes individual
providers, physician groups, outpatient clinics, and hospitals, even if they
separately provide family planning services or the full range of legally
permissible gynecological and obstetric care, including abortion services (as
permitted by state and federal law), as part of their scope of practice®” The
“freedom of choice” protection is critical for beneficiaries who want to receive
care from a provider with whom they are comfortable,