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State Discretion in Determining 

Since the enactment of the Omnibus Budget Reconciliation Act of 1989
(OBRA 89), many States have requested clarification of the EPSDT provisions
requiring a State to provide all services described in Section 1905(a) of the Social
Security Act (the Act) that are required “‘to correct or ameliorate defects and
physical and mental illnesses and conditions.” As an example, one State has
received the following requests for coverage and payment from physicians:

1. swimming           through a membership at a local health club for a
six year old child with cystic fibrosis:

2. an Apple computer system and a bedside communication device for
a fifteen year old with cerebral palsy;

3. an air conditioner to lessen the frequency of seizures for a four year
old with a seizure disorder;

4. a “beeper” to promote communication for a four year old brain
damaged child;

5. services of a speech therapist (this State does not directly reimburse
independently practicing speech therapists).



il 3~13 given case, it is the responsibility of the State to     extent 
      are medically necessary. The EPSOT provisions of    do not !n
ai?) way after the State’s responsibility (1) to determine whether      or
service is within the scope of Section 1905(a) of the Act, and, if so, (2) to make a
determination of medical necessity in those cases where the service or       is
questionable.

The State can not claim Federal Financial Panicipaticn for items and services
which are not Medicaid services under any reasonable reading of Section
              the Act, regardless of whether the items can be considered “medically
necessary.” We agree that most of the           items mentioned in the above
examples are      Nevertheless, it is possible      a      with cystic

i fibrosis may benefit from the provision of swimming lessons and, if determined to
I,, be medically necessary, the State may be able to provide these services in

1 settings other than a health club. For example, under the physical 
service as described in Section                  of the Act, a State may cover
swimming classes if prescribed by a physician and provided under the direction
of a qualified physical therapist. Similarly, under some circumstances, such a
service could be provided as a rehabilitative service. Regulations at 42 CFR
440.130(d) indicate that rehabilitation services include “any medical or remedial
serwces . . . for maximum reduction of physical or mental disability and restoration

of the recipient to his best possible functional level.” However, as indicated
’ above, the determination of medical necessity belongs soleiy with the State.

With regard to the above           involving delivery sites and provider
qualifications, the EPSOT program does not require States to atter their
requirements for qualified providers.         are not 

                                     make a reasonable representation that.-.. -.--
access to speech therapy services exists for its Medicaid population, it

              required to                practicing           therapists as
1 Medicaid providers.-*

The issue of State flexibility and consideration of cost effectiveness in determining
medical necessity is currently under discussion in connection with the
development of regulations that will implement Section 6403 of OBRA 89. We
believe that this issue will be more satisfactorily addressed as part of the
regulatory process. However, just as the enactment of OBRA 89 did not alter a
State’s ability to make determinations of medical necessity, we believe that



Section 1902(a)(3) of the Act is still applicable as it requires States to 
“methods and procedures relating to the utilization of, and the payment for, cafe
and services available under the plan . . . as may be necessary to safeguard
against unnecessary utilization of such care and services and to assure that
payments are consistent with efficiency, economy, and quality of care.”

Among methods a State may employ     safeguard against 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
services proposed to be provided are actually needed, that all equally effective,
less expensive alternatives have been given consideration, and that the proposed
services and materials conform to commonly accepted standards.

The use of prior authorization must not, however, delay the delivery of the
needed service nor may it limit the recipient’s right to free choice of qualified
providers. Payments to providers must be sufficient to enlist enough providers
so that            are available to recipients at least to the extent that the same
service is availabie to the general population.

One State has inquired whether it must use targeted case management to
provide any medically necessary case management services to EPSOT recipients
or if administrative case management workers can be used. Case management
as a medical assistance service is defined in Section              of the Social
Security Act and, therefore, must be provided to an EPSOT recipient when
medically necessary. On the other hand, targeted case management services are
not mandatory under EPSOT since this service is defined at Section 1915(g) of
the Act, rather than 1905(a) of the Act.

[-The State may use administrative case management to provide any medically
‘, necessary case management service to EPSDT recipients. The State may use
administrative case management workers to meet      health needs of EPSDT
recipients when the case management is limited to coordination of access to
Medicaid funded medical services (42 CFR 441.61 and 441.62).    the State can
assure that the use of administrative case management workers is sufficient to
meat the needs of the EPSDT population, including the case management
services in Section            there is nothing in        89 which prohibits this.
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The provision of case management services under the authority of Section
             of the Act may be used to reach beyond the boundaries of the
Medicaid program. In this manner case management services may be used to
coordinate access to broad range of services, regardless of the source of funding
for the services to which access is gained. Note that the services to which
access is gained must be found by the Medicaid agency to be “medically
necessary” for the child, but the service itself does not have to be medical in
nature. For example, case                services                         help an
adolescent with an abusive alcoholic                   . The need for
participation in this organization could have been found medically necessary in
order to prevent further psychological damage to the adolescent.        is not
a covered Medicaid service. However, a case manager could help the child gain
access to the organization and its meetings. Reimbursement for case
management services furnished under Section            of the Act is at the
Federal Medical Assistance Percentage.

If you have any questions, please contact your State Medicaid Program
Specialist.
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