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Dear State Medicaid Director: J‘L’

It has cone to our attention that some States may not be fully
aware of the flexibility which States nmay exercise in

adm nistering the Early and Periodic Screening, D agnostic and
Treatment (EPSDT) Services benefit under Medicaid. Wile the
Omi bus Budget Reconciliation Act of 1989 (OBRA 89) mandated
that all nedically necessary services listed in section
1905(a%b0f the Social Security Act (the Act) as coverable
under dicaid be provided to EPSDT recipients, OBRA 89 did
not take away a State's authoritK to use nedical necessity or
utilization controls to manage the State's Medicaid program

First, States may place tentative linmts on EPSDT services
except screening services. For exanple, in its Medicaid pl an,
a State may limt physical therapy services to 10 sessions for
each Medicaid recipient. However, the State nmust clarify that
addi tional sessions are available to EPSDT recipients, if they
are determined by the State to be nedically necessary. The
State nmay require prior authorization for these additiona
services but the use of prior authorization nust not delay the
delivery of the needed service nor may it limt the
recipient's right to free choice of providers.

Second, a State may exclude any item or service that it
determnes is not medically necessary, is unsafe or
experinmental, or is not generally recognized as an accepted
met hod of nedical practice or treatment. A State may also
exclude any supplies, itenms or equipnment that it determ nes
are not nmedical in nature. For exanple, a State may exclude
rei mbursenent for personal conputers, including nonitors and
keyboards, printers and software, used to help the child in
social or educational situations. \Wile this equipnent nay be
hel pful to the child, we find it difficult to generally
classify it as nedical equiprent. However, a State could
determ ne that under certain circunstances this equipment may
be covered under its Medicaid program where it is actually
used for a nmedical purpose. W do not intend to provide a
listof items or services whichHcFA woul d consider
nonnedi cal . These determ nations nust be reasonable, made on
a Sta%e-by-State, and in the case of sone itens, on a case-by-
case basis.
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Third, a State may establish procedures to assure that
services are furnished in a cost-effective manner. A State
may choose to provide nedically necessary services in the nost
econonmic node, as long as the treatnent nade available is
simlarly efficacious, the determnation process does not
delay the delivery of the needed service and the determ nation
does not, in essence, limt the recipient's right to a free
choice ofproviders. Section 1902(a)(30)(A) of the Act
indicates that a State plan nust "provide such nethods and
procedures relating to the utilization of, and the paynent

for, care and services available under the plan . . . as nay
be necessary to safeguard agai nst unnecessary utilization of
such care and services and to assure that paynents are

consi st ent mﬂth efficiency, econony and quality of

care . . . .t

Among the nethods a State may enpl oy "to safeguard agai nst
unnecessary utilization of care and services" Is a system of
prior approval of selected types of costly health care. The
goal of prior authorization Is to assure that the care and
servi ces Proposed to be provided are actually needed, that al
equal ly effective, less expensive alternatives have been given
consi deration and that the proposed service and materials
conform to commonly accepted standards. For exanple, a State
woul d not be required to provide an air-fluidized bed if it
determnes that a less costly egg-crate mattress wll serve

t he same nedi cal needs.

Fourth, if an agency can denonstrate sufficient access to a
service described in section 1905(a) ofthe Act, the State is
not required to furnish the service through every setting or
provi der type. Therefore, for exanple, if a State provides
sufficient access to physical therapy services as part of

out patient hospital services, FQHC, clinic services, etc., the
State need not provide physical therapy services through
privately practicing physical therapists.

| hope this information is hel pful.
Sincerely, i
Rozann Abato
Acting Director
Medi cai d Bureau

cc:
Al Regional Admnistrators

Al'l Associate Regional Adm nistrators
Di vi sion of Medicaid



