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On behalf of the National Health Law Program (NHeLP), we
submit this statement for the record for the Senate Budget
Committee hearing entitled “Medicaid: The Reality.”

NHeLP is a public interest law firm working to protect and
advance the health rights of low income and underserved
individuals. Founded in 1969, NHeLP advocates, litigates,
and educates at the federal and state levels. Consistent with
its mission, NHeLLP works to ensure that all people in the
United States have access to affordable, quality health care,
including comprehensive behavioral health services.

Medicaid is one of the most important sources of health care
coverage in the United States, providing health insurance
and access to care for millions of children, older adults,
people with disabilities, pregnant people, working families,
and people with low incomes. For many people, Medicaid is
the difference between getting needed care and going
without it. The program covers preventive care, clinician
visits, hospital services, prescription drugs, behavioral
health services, long-term services and supports, and much
more. Medicaid also plays a critical role in supporting rural
health systems, community health centers, and the broader
health care safety net.

Despite its tremendous success and importance, critics
have continued to attack Medicaid, citing individual
instances of so-called fraud, waste, and abuse as way to
undermine the entire program. The current Administration
has been at the forefront of this line of attack, deferring
necessary Medicaid funding to Minnesota and California
under the guise of combating fraud. In total, CMS has
deferred $2.76 billion of Medicaid funding to these two
states but has provided little substantive details to support
its actions.” These types of destabilizing deferrals put the
care of millions of individuals at risk and do nothing to help
states combat actual fraud that may be occurring in
Medicaid. The administration’s actions in Minnesota have
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already disrupted a network of care providers, causing harm to people with disabilities who
rely on Medicaid services from these providers.? Rather than punish states, the
administration should work collaboratively with and provide support to Medicaid Fraud
Control Units (MFCUs), which are an existing effective tool to root out bad actors in
Medicaid.?

The Administration has also asserted that increases in Medicaid spending, particularly
spending on Home and Community-Based Services (HCBS) for people with disabilities who
live in the community, is evidence of fraud in the program.* This contention is meritless. On
the contrary, the rise in spending on HCBS reflects a dedicated bipartisan national effort to
serve people with disabilities in integrated and less-costly community settings rather than in
segregated institutions. First enacted during the beginning of President Ronald Reagan’s
administration, HCBS are designed to allow millions of people to live independently, avoid
unnecessary and costly institutionalization, and remain connected to their families and
communities. Most people with disabilities and older adults who need care do not have an
alternative insurance option to access community-based supports, since Medicare has a
very limited home care and skilled nursing facility benefit, most private health insurance
options do not cover long-term care, and private long-term care insurance is prohibitively
expensive with high denial rates. Thus, Medicaid plays an especially critical role in this
landscape as the nation’s largest, and often sole, payer of Long-Term Services and
Supports (LTSS) for low-income older adults and people with disabilities.

Traditionally, HCBS and the larger policy goal of helping people move from institutional to
community-based settings have received broad, bi-partisan support.® As a result, states
have spent decades rebalancing their Medicaid LTSS programs to serve more people with
HCBS. As of 2023, 9.7 million people rely on Medicaid for LTSS, with approximately 8.4
million of those individuals receiving support outside of an institutional setting.®

The effort to shift Medicaid spending away from institutions and towards community-based
care has led to successful outcomes for people with disabilities. Individuals who move from
institutional placements to community settings have exhibited decreases in depressive
symptoms and overall increases in quality of life.” People who transition to the community
from institutions have shown “statistically significant improvements in adaptive behavior
skills.”® Moreover, people with disabilities and older adults have made clear that they prefer
to receive care through HCBS rather than in institutions.®

In addition, HCBS is more cost-effective than institutional care. In 2023, the 1.5 million
people in institutional settings, or approximately 15% of the population receiving long term
services and supports (LTSS), were associated with 36% of total LTSS costs.? Individuals
served in institutions had average cost of service of $54,462 per user, compared to just
$17,298 per user for people who received HCBS."" In short, expenditures on HCBS do not
reflect rampant fraud, but rather are a cost-effective way to provide services to people with
disabilities and include them in the mainstream of American life.

HCBS is also essential to ensure that states comply with their legal obligations under the
Americans with Disabilities Act (ADA). In 1999, the United States Supreme Court issued its
landmark decision in Olmstead v. L.C., holding that the unjustified institutionalization of
people with disabilities violated the ADA and that states must offer services in “the most
integrated setting appropriate to the needs of qualified individuals with disabilities.”'? The
Court recognized that institutional placement “perpetuates unwarranted assumptions that
persons so isolated are incapable or unworthy of participating in community life” and



“severely diminishes the everyday life activities of individuals” with disabilities.'® Recently,
the Department of Justice has attempted to undermine the Olmstead decision and its
widely accepted meaning.' The DOJ’s new view is an erroneous legal analysis that
supports a regressive policy, and should be soundly rejected by members of this
committee.

The reality of Medicaid is that it is a vital lifeline for millions of individuals living in the U.S.,
providing coverage for essential care. However, the drastic harm caused by Medicaid cuts
contained in H.R. 1., also known as the One Big Beautiful Bill Act (OBBBA), will weaken
this lifeline. The Congressional Budget Office estimates that OBBBA will cut more than
$900 billion in Medicaid funding, with an estimated 7.5 million people losing Medicaid
coverage.' Cutting eligibility for numerous legal immigrant populations will do nothing but
increase the uninsured population and drive-up costs for hospitals and other emergency
providers.'® Draconian work requirements, set to go into effect nationwide on January 1,
2027, will be incredibility costly and complex for states to implement, and will lead to
millions of individuals losing Medicaid coverage even though they are working and meet the
statutory requirements.'”” CMS’s regulatory actions related to the work requirements could
lead to even more Medicaid recipients losing coverage.'® Limitations on retroactive
coverage and requiring semi-annual eligibility determinations will increase bureaucratic
inefficiencies, leading to numerous erroneous terminations and coverage denials.'® This
additional red tape will cause individuals to exit and then reenroll in Medicaid, a wasteful
and unnecessary process known as “churn.”?

OBBBA will be a primary driver of wasteful spending in the years to come. It has and will
continue to weaken the Medicaid program, jeopardizing coverage and ultimately the health
of Medicaid recipients. We believe the committee would be best served by focusing its
efforts on undoing the harms caused by OBBBA, expanding access to Medicaid across the
country, and strengthening the vital services that it provides.

Thank you for your consideration of our statement for the record. If you have questions,
please contact Steven Schmidt (schmidi@healthlaw.org).
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