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This letter addresses Medicaid payment for services covered under a state’s Medicaid plan to an
eligible Medicaid beneficiary that are available without charge to the beneficiary (including
services that are available without charge to the community at large, or “free care™). We are
1ssuing this guidance to ensure that Medicaid payment is allowed for any covered services for
Medicaid-eligible beneficiaries when delivered by Medicaid-qualified providers. In particular,
we intend to remove any ambiguity about the application of a “free care™ policy.

Historically, the Centers for Medicare & Medicaid Services (CMS) guidance on “free care™ was
that Medicaid payment was generally not allowable for services that were available without
charge to the beneficiary, with some statutory and some policy cxccptions.l This policy was
expressed in a number of guidance documents, including the prior CMS guidance “1997
Medicaid and School Health: A Technical Assistance Guide, and the 2003 Medicaid School-
Based Administrative Claiming Guide (School-Based Administrative Claiming Guide).” The
free care policy was challenged anQ the Departmental Appedls Board (DAD). 11 Deciston No.
1924 (2004), reconsidered 1n Ruling 2005-1 (2005), concluded that this policy was not an
interpretation of either the Medicaid statute or existing regulations.

In light of the DAB ruling, CMS is withdrawing its prior guidance on the “free care” policy as
expressed in the School-Based Administrative Claiming Guide and other CMS guidance. As
indicated by the DAB, the free care policy as previously applied effectively prevented the use of
Medicaid funds to pay for covered services furnished to Medicaid eligible beneficiaries when the
provider did not bill the beneficiary or any other individuals for the services. The goal of this
new guidance is to facilitate and improve access to quality healthcare services and improve the
health of communities.

* Exceptions included services provided under the Maternal and Child Health Services Block Grant program under
Title V of the Social Security Act, covered under the Special Supplemental Nutrition Program for Women, Infants
and Children, and provided as part of an Individualized Education Program or Individualized Family Service Plan
under the Individuals with Disabilities Education Act.
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