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Medicaid and Financing Health Care for Individuals
Involved with the Criminal Justice System
People in prisons and jails often have complex and costly
health care needs, and states and local governments
currently pay almost the entirety of these individuals’
health care costs. In addition, it is estimated that as many
as 701 to 902 percent of the approximately 10 million3
individuals released from prison or jail each year are
uninsured. Lack of health insurance is associated with
increased morbidity and mortality,4 and the high rate of
uninsurance among individuals involved with the criminal
justice system is compounded by rates of mental illness,
substance use disorders, infectious disease, and chronic
health conditions that are as much as seven times
higher than rates in the general population.5
When an individual returns to the community
after incarceration, disruptions in the continuity of
medical care have been shown to increase rates of
reincarceration and lead to poorer and more costly
health outcomes.6 Research shows that the first few
weeks after release from incarceration are the most
critical in terms of connecting people to treatment.
Reentry into the community is a vulnerable time, marked
by difficulties adjusting, increased drug use, and a 12fold increase in the risk of death in the first two weeks
after release.7 For many, the failure to provide a link to
healthcare coverage and services upon release results
in needless, potentially months-long gaps in their
access to health care. If they access care at all, these
individuals often rely upon hospital emergency room
services, shifting much of the cost burden to hospitals
and state, county, and city agencies.8
This failure to link individuals involved with the
criminal justice system to health coverage and

services upon release from incarceration is especially
costly to state and local governments. Total state and
local spending on uncompensated health care for the
uninsured reached $17.2 billion in 2008. 9 Individuals
involved with the criminal justice system, who make
up as much as one-third of the uninsured population
in the United States, can be expected to account for
a significant portion of this spending.10 Furthermore,
elevated recidivism rates, which are associated with a
lack of access to health care for individuals with mental
illnesses or substance use disorders, contribute to the
burden of state and local corrections spending.11
The appropriate use of federal Medicaid dollars to help
pay for health care provided to this population can save
states and localities money, in addition to minimizing
health and public safety concerns associated with
reentry following incarceration. However, opportunities
to maximize and maintain Medicaid enrollment for
eligible individuals in this population, and especially to
make use of Medicaid to finance certain types of care
provided to those who are incarcerated, have been
largely underutilized by states.
Historically, adults who do not have dependent
children or do not meet disability criteria have not
been eligible for Medicaid, which has limited the
extent to which the program has funded services
for people involved with the criminal justice system.
Under the Affordable Care Act (ACA), a significant
portion of the justice-involved population will gain
eligibility for Medicaid coverage for the first time.
Some will qualify for federally subsidized health
insurance plans offered through the state health
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insurance marketplaces, but the majority will be
newly eligible for Medicaid under the law’s expansion
of the Medicaid program. States that make full use
of opportunities to enroll eligible individuals in their
criminal justice systems in Medicaid and appropriately
leverage the program to finance eligible care can
realize considerable cost savings by diverting more
individuals to treatment—which is significantly less
costly than incarceration—and by reducing reliance on
state-funded health care services for the uninsured.
There are also opportunities to achieve budget savings
for certain health care services provided to those
who are incarcerated. Although the Medicaid “inmate
exclusion”—which refers to language in the Social
Security Act barring the use of federal Medicaid
funding to pay for health care services for “inmates of
a public institution”12—limits the ability of states and
localities to draw on Medicaid funding for inmate health
care, certain exceptions to this provision can generate
important cost savings. Medicaid payment for services
provided in correctional settings is restricted by the
inmate exclusion, but federal law does grant states the
authority to use Medicaid to finance inpatient health
care services for incarcerated individuals when provided
by a licensed medical facility in the community, i.e., one
that is not under the authority of the corrections agency.
Only a few states have yet opted to take advantage
of this opportunity. However, with the expansion of
Medicaid under the ACA, an opportunity exists for
states to better leverage Medicaid to help finance
inmates’ inpatient medical care.
This paper will provide an overview of federal
Medicaid law related to people involved with the
criminal justice system; discuss policy options
available to improve continuity of coverage while
ensuring federal funds are spent appropriately;
provide state examples of best practices; and give
recommendations for state and local governments.

Federal Medicaid Rules on Coverage
of Criminal Justice Populations
A significant portion of states’ criminal justice populations,
including prison and jail populations, are eligible for

Medicaid, and the numbers will increase significantly
in 2014 in those states participating in the Medicaid
expansion authorized by the ACA. Although federal
law restricts the use of Medicaid to finance health care
provided to beneficiaries while they are incarcerated, the
ability to finance qualifying inpatient medical care is an
important exception. In addition, Medicaid can serve as a
valuable source of coverage for health care services for
individuals who are mandated to treatment, on probation
or parole, or who are returning to the community following
incarceration. States that effectively utilize Medicaid to
finance care provided to eligible justice-involved individuals
can realize significant cost savings. Furthermore, criminal
justice systems that identify and enroll eligible individuals
in Medicaid at all points of justice system involvement,
including in jails and prisons, can greatly improve access to
needed health services for this population.
While there is a Constitutional requirement under the
Eighth Amendment to provide health care services to
individuals who are incarcerated, federal law prohibits
states from using federal Medicaid funds to pay for care
provided to incarcerated individuals in most circumstances,
even if they are eligible and enrolled in the program.17
Specifically, section 1905 of the Social Security Act
prohibits “payments with respect to care or services for
any individual who is an inmate of a public institution
(except as a patient in a medical institution).”18 This provision,
known as the inmate exclusion provision, pertains to
all individuals involuntarily confined in state or federal
prisons, jails, detention facilities, or other penal facilities.
The inmate exclusion provision applies only to the availability
of federal financial participation, i.e. it does not restrict the
ability of states to utilize state dollars to pay for inmate
health care services. In practice, the exclusion results
in most health care provided in jails and prisons being
financed by the state or local corrections agency, rather
than by the state Medicaid program. However, the inmate
exclusion provision does not change whether an individual
is eligible for Medicaid and does not require termination of
Medicaid enrollment during incarceration.19 In fact, under
federal Medicaid law, an individual incarcerated in a public
institution may remain enrolled in Medicaid if the appropriate
eligibility criteria are met. States have been encouraged
by CMS to suspend rather than terminate an individual’s
Medicaid enrollment during incarceration, allowing
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Medicaid
Jointly financed and administered by states and the
federal government, Medicaid is the primary source
of health care coverage for more than 50 million
low-income parents, children, and pregnant women.
Beginning in 2014, millions of additional individuals,
including many low-income, childless adults will gain
eligibility for coverage for the first time as a result
of the passage of the ACA. State participation in
the expansion of Medicaid eligibility is optional, and
eligibility criteria will continue to vary by state.
Each state has a distinct Medicaid program that operates
within broad guidelines defined by federal law.13 States
document the design of their Medicaid programs and
outline the benefits that are available to Medicaid
beneficiaries and the amount, duration, and scope of
those benefits in their State Plans, which are submitted
to and reviewed by the federal Centers for Medicare and
Medicaid Services (CMS).14 While there is considerable
variation in Medicaid programs and benefits among
states, and sometimes even among various categories
of enrollees within a state, the comprehensiveness of
Medicaid coverage generally compares favorably with
commercial health insurance. Through a combination
of low overhead costs and below average provider
reimbursement rates, Medicaid is also typically more costeffective than other sources of health care coverage.15
This is particularly true in comparison with health care
spending by corrections systems, which typically do not
have the same negotiating power and cannot obtain
similarly favorable rates for health care services.
The costs of the Medicaid program are shared by
states and the federal government. The federal
share varies by state based on the state’s average
personal income compared to the national average.
For most services, the federal government pays a state
between a floor of 50 percent and about 74 percent
of service costs, leaving the state responsible for the
remainder. For newly eligible enrollees under the ACA,
the federal share will be at least 90 percent from
2014 forward. This federal share of Medicaid costs is
called the Federal Medical Assistance Percentage, or
FMAP. In addition, the state’s costs for administering
the Medicaid program are generally matched dollar
for dollar by the federal government, with some
administrative activities matched at a higher rate.16

Medicaid to be billed for certain, limited types of health
care services that are permitted to be reimbursed during
incarceration. An additional benefit of suspension
is that individuals can more easily access Medicaid
services following release, which can be critical to a
successful transition during the reentry process.
However, states and localities often misinterpret
the exclusion to require the termination of Medicaid
enrollment, and some states’ information technology
systems are simply unable to accommodate a
suspension of Medicaid enrollment. As a result, the
vast majority of states currently forgo the opportunity
to utilize Medicaid as a funding source for inpatient
healthcare services. By enabling the suspension of
enrollment in Medicaid, states can make more effective
use of Medicaid and ensure that it is leveraged
appropriately both during incarceration and upon
release to link people to appropriate services.

States Suspending Medicaid
Suspension of Medicaid Benefits upon Incarceration: At least 12
states have laws or administrative policies to suspend Medicaid
enrollment of inmates.
•
•
•
•
•
•
•
•
•
•
•
•

California
Colorado
Florida
Iowa
Maryland
Minnesota
New York
North Carolina
Ohio
Oregon
Texas
Washington

Allowable Uses of Medicaid for
Incarcerated Persons
The inmate exclusion provision expressly allows
the use of federal Medicaid funding to finance care
provided to an eligible incarcerated individual when
that individual is “a patient in a medical institution.”20
The Department of Health and Human Services
has clarified that this allows federal funds to be
used when the incarcerated individual is admitted
as an inpatient in a hospital, nursing facility, juvenile
psychiatric facility, or intermediate care facility for
at least 24 hours.21 Because community-based
inpatient care can represent a sizeable portion of the
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cost of care provided to individuals in prisons and jails,
there is the potential for considerable cost savings to
a state that is able to effectively use Medicaid funding
to finance some of these services. For example, North
Carolina has reported that it saved $10 million in the
first year of billing Medicaid for eligible inpatient
services, while California saved about $31 million by
doing so in FY 2013.22
To qualify for federal financial participation, the individual
must be admitted for at least 24 hours and the facility
must be community-based and separate from the
corrections system.24 Once the individual has been
admitted in the appropriate inpatient setting for at least 24
hours, all medically necessary Medicaid covered services
provided to that individual while admitted can be billed by
the provider to Medicaid. At least 14 states—Arkansas,
California, Colorado, Delaware, Louisiana, Michigan,
Mississippi, Nebraska, New York,25 North Carolina,26
Oklahoma, Pennsylvania, Vermont,27 and Washington—
currently bill Medicaid for at least some eligible inpatient
health services provided to incarcerated individuals, and
additional states are exploring this option.28
The potential savings available to state budgets are
spurring efforts by additional states to bill Medicaid
for allowable inpatient medical services, as well as to
expand the scope of this practice in states already
doing so in a limited fashion. For example, in a study
of prison expenditures on health care services in New
York between April 2008 and March 2010, it was found

that the New York Department of Corrections and
Community Supervision contracted with communitybased healthcare providers for certain emergency,
inpatient, and outpatient services for its incarcerated
population, at a cost of approximately $230 million.
Approximately $89 million of this money, or 38 percent
of the costs for community-based care over the twoyear period, was for inpatient services that were
potentially reimbursable by Medicaid. To date, New York
has implemented policies to seek federal Medicaid
reimbursement retroactively for its jail population in
limited instances, and it is currently making policy
changes to allow the state to draw on federal funds in all
allowable circumstances.29 New York’s efforts, as well as
recent efforts to bill Medicaid for inmate inpatient care
in North Carolina and Colorado, are discussed in more
detail later in this report.
While underutilized, this opportunity to use Medicaid
to finance inpatient care for individuals in prisons and
jails has long existed. However, the ACA’s Medicaid
expansion and enhanced federal funding will likely
make this practice much more attractive to states
that choose to expand their Medicaid program
beginning in 2014. The resulting increase in the
number of eligible inmates and the higher federal
matching rate in those states will likely incentivize
the implementation of policy changes to make use
of federal Medicaid funding for their incarcerated
populations’ inpatient medical care.

Understanding Medicaid Enrollment, Suspension, and Termination
Medicaid termination—This term refers to the removal of an individual from the Medicaid rolls as a result of
incarceration, without regard to whether or not an individual remains eligible for the program. If terminated,
an individual would need to submit a new application for the Medicaid program. Depending upon the type of
application, a new eligibility determination may take as long as 45 to 90 days under federal guidelines.23
Medicaid suspension—This option allows an incarcerated individual to remain on the Medicaid rolls in a
suspended status, which reflects that the individual continues to meet eligibility criteria but that health care
services (apart from qualifying inpatient medical care) cannot be financed using federal Medicaid dollars.
Medicaid redetermination—Federal policy requires that an individual’s eligibility for Medicaid be
redetermined at least every 12 months. Federal rules also state that for those who are eligible based on
Modified Adjusted Gross Income (MAGI) criteria, eligibility may not be redetermined more frequently than
every 12 months.
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opportunities to be enrolled into coverage when the major
provisions of ACA take effect on January 1, 2014.33

States Billing for Inpatient Care
Billing Medicaid for Inmate Inpatient Care: At least 14 states bill Medicaid
for at least some eligible inmate inpatient care.
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Arkansas
California
Colorado
Delaware
Louisiana
Michigan
Mississippi
Nebraska
New York
North Carolina
Oklahoma
Pennsylvania
Vermont
Washington

The ACA’s Medicaid Expansion:
Opportunities to Increase Health Coverage
for Individuals Involved with the Criminal
Justice System
In the vast majority of states, Medicaid eligibility
guidelines have excluded childless adults from coverage,
regardless of their income or poverty level. A few states
have used waivers and other mechanisms to extend
coverage to this population, but most states have limited
Medicaid eligibility to those who meet categorical
eligibility criteria, such as low-income pregnant women,
individuals disabled by medical conditions, children,
and parents of dependent children. As a result, lowincome, childless adults make up a substantial portion
of the uninsured in this country. Recognizing the high
proportion of uninsured individuals in this population,
Congress significantly expanded Medicaid coverage
under the ACA to include adults at or below 133 percent
of the federal poverty level (FPL), or $15,282 annual
income for an individual and $25,975 for a family of
three, at a projected cost to the federal government of
about $434 billion through 2019.30
Under the ACA, up to 15.1 million previously uninsured,
low-income adults ages 19 to 64 may become
Medicaid eligible,31 and the expansion will have
important implications for the criminal justice system.
Estimates indicate that approximately 35 percent of
people gaining Medicaid eligibility under the ACA will
have a history of criminal justice system involvement.32
Furthermore, there are approximately 4.5 million
adults in the United States that are currently eligible
for Medicaid but are not enrolled, who may have more

Increased Federal Funding for the
Newly Medicaid Eligible Population
States that expand Medicaid eligibility as outlined under
the ACA will receive a significantly increased FMAP
to do so, meaning that the reimbursement available
from the federal Medicaid program will be significantly
enhanced. In fact, federal reimbursement for health care
services for all newly eligible adults who gain coverage
under the ACA (known as the “expansion population”)
will equal 100 percent for the years 2014-2016, and
reimbursement will continue to be significantly increased
after full federal funding expires. Beginning in 2017,
states will receive 95 percent FMAP for the expansion
population, and the rate will be reduced slightly each
year through 2020, at which point it will remain
permanently at 90 percent.34
A number of “expansion states” used waivers to expand
Medicaid to childless adults making at least 100 percent
FPL prior to the passage of the ACA. These states will
have few or no individuals who qualify as “newly eligible”
under the law, but new federal matching provisions aimed
specifically at these states will still provide an opportunity
for significant savings on health care expenditures. These
expansion states will begin receiving enhanced FMAP
for those individuals that were eligible on March 23, 2010
and would otherwise have been newly eligible under the
ACA.35 The expansion state FMAP will vary by state,
but will be at least 75 percent in 2014 and will gradually
increase annually until all states receive a permanent 90
percent FMAP for this population by 2020.36
As a result of the expansion of Medicaid to childless
adults and higher income parents and the greatly
enhanced funding available from the federal
government for this newly eligible population, states
that implement policies to maximize and maintain
enrollment for their justice-involved populations will see
the potential for even more considerable cost savings
than these opportunities have presented in the past.
For example, Kentucky currently covers the full cost of
providing health care for its incarcerated population,
but the Governor’s FY 2013 budget estimated a $4
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million savings could be realized for the state in FY
2013-2014 as a result of the ACA’s expansion of
Medicaid eligibility to state inmates with income levels
up to 133 percent FPL.37

Opportunities to Maximize Medicaid
Enrollment
The major provisions of the ACA, including the major
coverage expansion provisions and the enhanced FMAP
for newly-Medicaid eligible adults, take effect in January
2014. In preparation for the enormous changes coming
to the health care system, federal, state, and local
governments have been redesigning eligibility systems,
defining Medicaid benefits packages for the expansion
population, developing enrollment strategies, and
implementing countless other policy and practice reforms.
As states consider how they can maximize the Medicaid
program to enhance access to health care services for
individuals while reducing state and local spending, it may
be helpful to review states’ existing efforts to leverage the
Medicaid program to provide health care to individuals
involved with the criminal justice system.

State Approaches to Utilizing Medicaid for
Healthcare Services for People Involved with the
Criminal Justice System
This section details examples of best practices
and ongoing systems changes to bill Medicaid
for allowable services provided to incarcerated
populations in three states: North Carolina, New York,
and Colorado. These states were chosen for more indepth analysis of their Medicaid policies due to their
recent and ongoing efforts to implement effective
practices related to Medicaid eligibility and enrollment
for their incarcerated populations. Each of the states
profiled has chosen to implement a different set of
policy options to maximize Medicaid coverage for
this population, and they are at varying stages of
implementation. Policy and programmatic issues
explored include the use of Medicaid funds to bill for
inpatient medical care for jail and prison inmates and
suspension versus termination of Medicaid status
upon incarceration.

Of the three states, only North Carolina has adopted
and widely implemented policies to bill Medicaid for
community-based, inpatient medical care provided to
those who are incarcerated. It also requires suspension
of enrollment under an August 2008 directive to county
directors of social services,44 however, it appears that
in practice, many counties may not be following this
directive,45 potentially limiting the impact of recent
policy changes by the state to bill Medicaid for eligible
services provided to its incarcerated population. New
York suspends Medicaid enrollment when an eligible
individual is incarcerated, bills Medicaid retroactively for
inpatient care in some circumstances, and is currently
undertaking policy and practice changes to make full
use of Medicaid for both its prison and jail populations.
Finally, Colorado passed legislation to suspend, rather
than terminate Medicaid enrollment for its incarcerated
population in 2008, and this legislation is still in the
process of being implemented.

North Carolina
North Carolina has recently implemented policies to
make use of Medicaid for eligible services provided
to Medicaid-enrolled individuals incarcerated in the
state’s jails and prisons. A state law was passed in
2010 requiring the Departments of Corrections and
Health and Human Services to develop protocols for
utilizing Medicaid to pay for care provided to those in the
state that would be receiving Medicaid if not for their
incarceration.46 Since February 2011, under the State
Plan, North Carolina has been requiring hospitals and
other inpatient providers to bill Medicaid for services
provided to Medicaid-enrolled incarcerated individuals.
By requiring these community-based health care
providers to bill Medicaid directly for services provided
to incarcerated individuals—as these providers do for
all Medicaid beneficiaries they serve—the corrections
system can avoid certain administrative burdens and can
generate greater efficiencies and reduced costs.
A report in 2010 by North Carolina’s State Auditor found
that during the two-year period from 2008 to 2009,
the state Department of Corrections paid about $159.8
million for health care, about $26.5 million of which was
for inpatient medical care that was provided to likely
Medicaid-eligible incarcerated individuals. The report
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Special benefits considerations for the Medicaid expansion population
All newly-eligible Medicaid beneficiaries will be enrolled in an “alternative benefits plan” (also known as
a “benchmark plan”), which may be based on certain private health insurance plans or be any coverage
approved by the Secretary of HHS, including a state’s traditional coverage under the State Plan. 38 In
addition, coverage must include the ACA’s ten categories of Essential Health Benefits (EHBs). 39 Among
the mandatory EHB coverage categories for Medicaid alternative benefit plans is coverage of services
for mental health and substance use disorders, which must be covered at parity with medical/surgical
benefits.40 The inclusion of substance use disorder treatment services as an EHB to be provided at parity
is especially significant, as there has been wide variation in coverage of substance use disorder services
across state Medicaid programs, if these services have been covered at all.41 Given that the justice-involved
population is estimated to make up a significant proportion of the newly eligible and taking into account
the higher than average prevalence of substance use and mental health disorders in this population, the
requirement that plans covering the expansion population include these benefits represents a significant
opportunity to improve access to mental health and substance use disorder services.
These protections are important to ensure that newly eligible adults, including those with involvement in
the criminal justice system, receive adequate coverage. However, states will continue to have significant
discretion in outlining the services covered within these mandatory benefit categories, and some states
may use the flexibility available to them to offer the expansion population a package of benefits that
is potentially less robust that what Medicaid traditionally covers. To protect the coverage of vulnerable
populations, the ACA specifies that certain categories of individuals, including the “medically frail,” are
exempt from mandatory enrollment in the alternative benefit plan.42 Those who qualify as medically frail
include individuals with a wide range of disabilities and limitations, including individuals with chronic
substance use disorders and adults with serious mental illness.43 These individuals will want to evaluate
both the alternative benefit plan and traditional Medicaid to determine which set of benefits best meets
their needs.

estimated that by using Medicaid to pay for hospital
and other inpatient care for its eligible prison and jail
population, North Carolina could have realized a twoyear savings of $23 million. According to the auditor,
this approximately 87-percent savings on inpatient care
for Medicaid-eligible individuals would have resulted
both from the ability to bill Medicaid for eligible services
thereby drawing down federal funding, as well as from the
lower provider rates negotiated by Medicaid as compared
to the prices paid by the Department of Corrections.47
The State Auditor’s report also noted that the Medicaid
expansion under the ACA would result in considerable
additional savings for the state, should it choose to
participate in the Medicaid expansion. While the report
did not attempt to quantify the potential savings to the
state under the ACA, if North Carolina expands Medicaid
eligibility to nearly everyone in the state at or below 133

percent FPL, state spending on health care services for
justice-involved individuals would fall significantly.48

New York
New York is one of the few states that suspends
Medicaid enrollment when someone is incarcerated, and
it is the only state to suspend Medicaid indefinitely, rather
than only until a new eligibility determination is required.49
It is also one of only a handful of states to have provided
Medicaid coverage to childless adults up to 100 percent
FPL prior to the passage of the ACA in 2010. These
policies put New York in a unique position to utilize
Medicaid to pay for care provided to its incarcerated
population; however the state is just recently beginning
to undertake an effort to maximize Medicaid enrollment
and reimbursement policies for care provided to people
involved with the criminal justice system.
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New York removed restrictions in state law that
prohibited claiming federal Medicaid funds for care
provided to incarcerated individuals beginning in 2001,
and it started suspending rather than terminating
Medicaid enrollment for incarcerated individuals in
2008.50 However, state practices have resulted in the
receipt of just a portion of potentially available federal
Medicaid funds for qualifying services provided to
incarcerated individuals. Under current New York policy,
reimbursement from the federal government is only
sought for services provided to individuals incarcerated
in local jails. Moreover, reimbursement for care provided
to individuals in local jails is only sought in limited
situations compared to the broader range of eligible
situations that federal law permits.51 As a result, the
state is only receiving a small portion of the federal
reimbursement that might be available.
Still, to date, local governments in New York have
received more than $4.5 million in reimbursement from
the federal government for inpatient medical services
provided to Medicaid eligible inmates.52 To claim this
reimbursement, the state submits claims to the federal
government on behalf of the local jurisdiction for the
amount that would have been billed by the inpatient
treatment facility. The local jurisdiction then receives
reimbursement for the federal share of the Medicaid
costs. The local jurisdiction remains responsible for
what the state’s share of costs would have been, as
well as any difference between Medicaid rates and the
rate paid by the jail for those inpatient services.53
New York’s approach is more administratively
complicated than approaches in which states
require the treating medical facility to bill Medicaid
directly, and it fails to capture available federal
funds that could be used to reimburse providers
for allowable inpatient medical services provided to
state prisoners. New York is working to change its
policy to allow the state to access federal Medicaid
funds for care provided to its incarcerated population
in all allowable circumstances, i.e., for inmates of
both jails and prisons, as well as to require health
care providers to bill Medicaid directly rather than
submitting for retroactive reimbursement. 54 According
to a December 2012 report by the Office of the
State Comptroller, New York could save $20 million
annually if it used Medicaid to finance allowable

inpatient services provided to all eligible incarcerated
individuals. 55
New York’s practice of suspending Medicaid enrollment
indefinitely when an individual is incarcerated, which
relies on a state law providing that time incarcerated
shall not count toward the required redetermination
period,56 as well as its status as a Medicaid expansion
state, makes it strongly positioned to access federal
Medicaid funding for its incarcerated population and may
potentially make it a model for other states to follow.

Colorado
In 2008, the Colorado state legislature passed a law to
require that “persons who are eligible for Medicaid just
prior to their confinement in a jail, juvenile commitment
facility, Department of Corrections facility, or Department of
Human Services facility shall have their Medicaid benefits
suspended, rather than terminated, during the period of
their confinement.”57 This legislation is in the process of
being implemented, and in the years since the passage
of the state law a detailed correspondence between the
state and the federal Department of Health and Human
Services has developed that may be useful for other states
considering similar policy changes (see appendix).58 For
example, the correspondence clarifies that:

• As long as the individual continues to be eligible
for Medicaid and is residing as an inpatient in a
medical facility, federal policy and regulations do
not place a time limit on federal Medicaid funding
availability for those individuals under the exception
to the inmate exclusion provision;59
• If the correctional authority limits an individual’s
ability to leave a correctional facility on a permanent
basis, such as a requirement that the individual
return to the facility at night, that would be considered
incarceration under the federal standard;60
• The state would not have to amend its Medicaid State
Plan in order to establish suspension of Medicaid
for incarcerated individuals, and would therefore not 		
need approval from the federal Centers for Medicare
& Medicaid Services (CMS) to institute the change.61
The Colorado Department of Health Care Policy
and Financing continues to communicate with CMS
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and other states as it moves forward to implement
Medicaid suspension policies for those in its prison
and jail system. Colorado’s ongoing clarifications
on the appropriate use of federal Medicaid funds to
finance inpatient medical care for eligible, incarcerated
individuals have been critical to the state’s efforts to
utilize Medicaid funding and can serve as a valuable
source of information for other states.

use of federal funding, as there would be no lapses in
Medicaid enrollment for incarcerated individuals that
continue to meet eligibility criteria. Policy options include:

• End the automatic termination of Medicaid for
individuals when they are incarcerated by
indefinitely suspending Medicaid enrollment and
facilitating reactivation when needed.
or

Opportunities and Recommendations
for State Policymakers

• Suspend Medicaid up to the enrollee’s annual

While opportunities to make more effective use of
Medicaid have always been available, with the passage of
the Affordable Care Act and the expansion of Medicaid,
states have an important opportunity to reevaluate whether
their use of Medicaid to finance care for eligible, justiceinvolved populations is making efficient use of state and
federal resources. Below are recommendations for states
to consider implementing in order to better meet the health
needs of incarcerated and reentering individuals.

1. Discontinue automatic Medicaid terminations
The federal government has repeatedly encouraged
states to ensure that incarcerated individuals eligible for
Medicaid are returned to the Medicaid rolls upon release,
so that coverage is immediately available.62 However, just
a few states have implemented this recommendation. It
appears that only New York suspends Medicaid enrollment
indefinitely, allowing individuals who are incarcerated for
longer periods or those who are incarcerated during their
annual redetermination date to remain enrolled. Other
states, including California,63 Florida,64 Iowa,65 Maryland,
Minnesota, North Carolina,66 Ohio,67 Oregon,68 Texas, and
Washington, do not automatically terminate Medicaid but
suspend it for a certain period of time, typically until the
enrollee’s scheduled eligibility redetermination period.69
Additional states have policies in place to enroll eligible
individuals in Medicaid as part of discharge planning.70
States that suspend Medicaid can more easily ensure that
enrollment is reinstated when incarcerated individuals are
released and that formerly incarcerated individuals can
immediately access health care without gaps in coverage.
An indefinite suspension approach as exemplified by New
York would likely enable states to make the most effective

eligibility redetermination date, minimizing
disruptions in Medicaid enrollment for those
incarcerated for short periods of time. Combined
with discharge planning that includes Medicaid
eligibility screenings, states could use this more
limited approach to reenroll eligible individuals
when they are released. However, this limited
approach may continue to result in disruptions in
enrollment that would likely make it more difficult
for states to draw down available federal funding
for care provided to incarcerated individuals.
• Upgrade claims systems and other computer
systems to track suspended enrollment. States are
currently upgrading their Medicaid systems to
prepare for the implementation of the ACA, with
enhanced federal funding for certain administrative
activities.71 This may provide states that have
previously chosen not to implement Medicaid
suspension policies due to difficulties upgrading
eligibility and claims systems with an opportunity to
revisit their disenrollment policies.
• Regardless of Medicaid suspension or termination
policies, ensure that all individuals released from
incarceration who are eligible for Medicaid are 		
enrolled and eligible to receive health care services
upon release.

2. Make effective use of federal Medicaid funding for 		
inpatient services
Federal officials have repeatedly informed states that
the Medicaid inmate exclusion provision does not
apply to inpatient medical services provided in certain
facilities under federal law. States that have designed
their Medicaid eligibility and enrollment systems in a way
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that makes use of federal funding for these services, or
studied potential savings associated with doing so, have
shown that considerable reductions in state and local
spending can be achieved by using federal funding to
help finance these services. In addition, these analyses
have also frequently demonstrated that additional savings
can be captured as a result of the more favorable provider
rates negotiated by Medicaid, as compared with the rates
paid by the local or state corrections agency. As many
more incarcerated individuals become Medicaid eligible
in 2014 at the enhanced federal matching rate, states
prepared to use Medicaid to finance inpatient care will
see substantial savings.

• States should ensure that processes are in place
		
		
		

to determine an inmate’s Medicaid eligibility and
enrollment status at entry into the criminal justice
system.
• States should implement policies to require
		 community-based hospitals, nursing homes,
		 juvenile psychiatric facilities, and intermediate care
		 facilities to bill Medicaid for eligible inpatient
		 services provided to incarcerated individuals.

people involved with the criminal justice system.
As discussed earlier, opportunities to utilize Medicaid
to fund health care services for incarcerated individuals
are limited by the inmate exclusion, but are still quite
financially significant. To ensure that these opportunities
are fully captured, states should screen individuals
involved with the criminal justice system for Medicaid
eligibility at every opportunity, including during
incarceration. Contrary to common perceptions among
individuals charged with reentry planning, there is no
federal prohibition against screening individuals for
Medicaid eligibility during incarceration. In fact, federal
law requires that Medicaid applicants be allowed to have
individuals accompany, assist, and represent them in the
application or eligibility redetermination processes if they
choose.72 HHS has clarified that “corrections department
employees and others working on behalf of incarcerated
individuals are not precluded from serving as an
authorized representative of incarcerated individuals for
purposes of submitting an application on such individual’s
behalf.”73 States could implement policies to screen
everyone for Medicaid eligibility in all of their prisons
and jails, and immediately suspend coverage when an
incarcerated individual is found eligible.

3. Screen individuals involved with the criminal justice 		
system for Medicaid eligibility at every opportunity
Administrative costs incurred by states for staffing,
While much of the discussion in this report focuses
on untapped opportunities to leverage Medicaid for
incarcerated populations, states can ensure greater
access to health coverage and services and achieve
efficiencies in state and local spending by ensuring that
all individuals involved in the criminal justice system
are screened for Medicaid eligibility. The ACA requires
the use of a single, streamlined application to evaluate
eligibility for both Medicaid and federally subsidized
health coverage offered by the health insurance
Marketplace, meaning that the submission of a single
application will be sufficient to ensure that an individual’s
eligibility for enrollment in either type of health care
coverage is considered. In addition, the Medicaid
alternative benefits package required by the ACA,
including coverage of mental health and substance use
disorder services, provides new opportunities to expand
appropriate diversion to treatment and to ensure access
to necessary health care services upon release for

training, and performing Medicaid eligibility determinations
are split evenly by the states and the federal government,
and a federal administrative matching rate of 90
percent is temporarily available to states for the costs of
upgrading eligibility and enrollment systems to prepare
for the coverage expansions under the ACA.74 By
maximizing enrollment of its incarcerated population, a
state could also maximize the use of available federal
Medicaid funds and ensure that all eligible individuals
leaving prisons and jails are enrolled in Medicaid and
able to access services. HHS has made clear that
corrections department employees and others working
on behalf of individuals incarcerated in prisons and
jails may serve as authorized representatives for the
purposes of submitting an application for Medicaid
coverage, and that these administrative activities are
likely eligible for federal matching funds.
To ensure that the state budget efficiencies and
expanded Medicaid coverage are achieved:
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• States should implement policies to screen all
individuals in their prisons and jails for Medicaid
eligibility, and suspend enrollment for those found
eligible. By maximizing their incarcerated populations’
Medicaid coverage, states can make full use of
Medicaid to finance inpatient health care for this
population and ensure that all eligible individuals being
released from prison or jail have Medicaid coverage.
• States should develop strategies to screen and enroll
Medicaid-eligible individuals at all points of justicesystem involvement and maximize the use of federal
administrative matching funds to support enrollment
staff and processes. A large percentage of those who
are on probation, parole, or at other points in the criminal
justice system may be eligible for Medicaid, and states
should work to ensure that those who are eligible are
enrolled and able to access needed health services.
• Given the significant overlap in justice-involved and
Medicaid-eligible populations, criminal justice and
Medicaid agencies should work closely to identify and
address enrollment challenges and coverage issues
unique to the criminal justice population.

4. Ensure that Medicaid coverage for the newly eligible
		offers an adequate scope of services
Finally, increased enrollment in Medicaid will be of limited
value in enhancing coverage and access to health care
services for people involved with the criminal justice
system who are living in the community, if the Medicaid
alternative benefit plans covering the newly eligible
population do not include an adequate scope of services.
The high rates of chronic and communicable disease
in the justice-involved population point to a compelling
need for access to comprehensive coverage, especially
with regard to mental health and substance use disorder
services. While the ACA requires that coverage for all
ten categories of essential health benefits be included in
these plans, including the provision of mental health and
substance use disorder coverage at parity, it does not
address scope of services. To ensure that individuals can
access necessary health care services:

• Criminal justice and Medicaid agencies should 		
work as a team to ensure that the scope of services
included in the state’s Medicaid alternative benefit
plan are adequate to meet the needs of the justiceinvolved population. Essential services include, but

are not necessarily limited to: integrated treatment
for co-occurring mental and addictive disorders,
cognitive behavioral interventions to address
factors associated with illegal activity, and intensive
case management.

Conclusion
The Affordable Care Act has provided a new focus
on enrolling those who are eligible for health care
coverage but who remain uninsured, as well as those
who will gain coverage for the first time under the law.
These system changes are ongoing and will take years
to fully implement, however criminal justice systems,
health departments, and state and local officials can
now identify and review existing and new opportunities
to utilize Medicaid to meet the health needs of people
involved with the criminal justice system.
The expansion of Medicaid under the ACA provides an
opportunity for states to review their health coverage
policies for their criminal justice populations. HHS has
made clear that states can and should ensure that
Medicaid enrollment is suspended while an eligible
individual is incarcerated and that they should implement
policies to immediately return an eligible individual to the
Medicaid rolls at release. In addition, federal law gives
states flexibility to use Medicaid for certain inpatient
medical services provided to their Medicaid eligible
incarcerated populations. This flexibility is underutilized
and states that suspend, rather than terminate, and
reinstate Medicaid eligibility when an incarcerated
individual receives community-based inpatient care
could see considerable cost-savings.
Many more people who are involved with the criminal
justice system will soon be eligible for Medicaid at
an enhanced federal match, and states have an
unprecedented opportunity to improve health outcomes,
maintain continuity of care, and reduce their health
care costs for the criminal justice population by
implementing policies to maximize Medicaid coverage and
reimbursements. To effectively meet these challenges,
policymakers from criminal justice and Medicaid agencies
should regularly communicate and partner to improve
relevant systems, processes, and policies affecting their
Medicaid-eligible criminal justice population.

POLICY BRIEF: OPPORTUNITIES FOR CRIMINAL JUSTICE SYSTEMS TO INCREASE MEDICAID ENROLLMENT | 11

Resources

enrolling eligible individuals with serious mental illness in
Medicaid and other programs.

The following resources may be helpful to state officials
working to implement changes in Medicaid eligibility and
enrollment policies for criminal justice populations.
Implications of The Affordable Care Act on People
Involved with the Criminal Justice System (2013)
A brief providing an overview of the implications of the
ACA for adults involved with the criminal justice system,
as well as information about how professionals in the
criminal justice field can help this population access the
services now available to them.
County Jails and the Affordable Care Act: Enrolling
Eligible Individuals in Health Coverage (March 2012)
A report by the National Association of Counties
detailing issues and challenges local jails and human
services agencies may face determining eligibility and
enrolling those in county jails into health coverage
gained under the Affordable Care Act.
How Will the Medicaid Expansion for Adults Impact
Eligibility and Coverage? (July 2012)
An issue brief prepared by the Kaiser Family Foundation
that provides an overview of Medicaid eligibility for adults
and implications of the ACA for adult Medicaid coverage.
Frequently Asked Questions: Implications of the
Federal Health Legislation on Justice-Involved
Populations (2011)
A set of FAQs from the Council of State Governments
Justice Center detailing the impact of health coverage
and other provisions in the ACA for those in criminal
justice system.
Medicaid Expansion and the Local Criminal
Justice System (2011)
An article published in American Jails describing
the implications of the Medicaid expansion for local
correctional systems.
Facilitating Medicaid Enrollment for People with
Serious Mental Illnesses Leaving Jail or Prison:
Key Questions for Policymakers Committed to
Improving Health and Safety (2011)
A brief providing elected officials and corrections
and mental health directors with guidance related to

Establishing and Maintaining Medicaid Eligibility
upon Release from Public Institutions (2010)
A report by the Substance Abuse and Mental Health
Services Administration discussing opportunities and
challenges for increasing Medicaid coverage among
those being released from correctional institutions and
other public institutions.
Policy Basics: Introduction to Medicaid (2008)
A short report by the Center on Budget and Policy
Priorities providing an overview of Medicaid eligibility,
benefits, and financing.
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