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States are taking advantage of a 
lesser known Medicaid provision 
predating Obamacare that allows 
them to access Federal matching 
funds for inmate healthcare pro-
vided on an in-patient hospital basis. 
This article provides background on 
the legal framework that creates this 
opportunity. It also explains efforts 
in Virginia—a State that has not 
yet chosen to expand its Medicaid 
program under the ACA—to take 
advantage of this opportunity for 

State and local inmates. Finally, a 
short case study explains how one 
regional jail in Virginia has suc-
cessfully leveraged these Federal 
Medicaid funds to offset some of its 
costs for inmate medical care.

Brief History of Medicaid and 
Inmate Eligibility

In 1965, Congress amended the 
Social Security Act of 1935 to create 
the Medicaid program as a Federal/
State partnership to provide health 

Inmate medical care and the ever-
increasing costs for such care are 
two of the biggest challenges faced 
by correctional institutions. While 
the expansion of Medicaid under 
the Affordable Care Act (ACA or 
Obamacare) has perhaps afforded 
some relief for States and localities 
struggling with these costs, Federal 
law still does not allow for Federal 
Medicaid funds to go toward inmate 
medical costs incurred at the cor-
rectional facility. Nonetheless, some 
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insurance coverage to our most 
vulnerable, disabled, aged, and 
low-income citizens.1 While the 
proportion of Federal match varies 
depending on the relative wealth of 
each State, Medicaid costs in Virginia 
(for example) are generally divided 
equally (50/50) between the Federal 
and State government.

States do have some latitude 
to establish minimum criteria for 
Medicaid eligibility. In Virginia, 
Medicaid coverage is mainly avail-
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2014 Virginia Medicaid Enrollment

Children in low-income families: 614,798

Parents, caregivers and pregnant women:  267,844

Individuals with disabilities:  224,688

Elderly:  78,729

Source: www.dmas.virginia.gov/

able to children in low-income 
families, pregnant women, individu-
als with disabilities, the elderly, and 
parents who meet specific income 
thresholds. Virginia’s eligibility 
criteria are among the most restric-
tive in the Nation. To show the 
magnitude of this program, Virginia 

in 2014 spent nearly $7 billion to 
serve nearly 1.2 million individuals 
through Medicaid as shown in the 
sidebar.

Historically, States have not 
made Medicaid available for incar-
cerated individuals. One reason is 
that Federal law does not allow the 
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Federal matching portion (com-
monly referred to as FMP or FFP) of 
Medicaid to go toward services pro-
vided to individuals when they are 
incarcerated in a correctional facility:
 “CFR §435.1009 Institutionalized 

individuals
(a) FFP is not available in expendi-

tures for services provided to—
 (1) Individuals who are 

inmates of a public institutions 
as defined in 435.10102 or

 (2) Individuals under age 65 
who are patients in an institu-
tion for mental diseases unless 
they are under age 22 and are 
receiving inpatient psychiatric 
services under 440.160 of this 
subchapter”

In light of ever-increasing health-
care costs, and the Constitutional 
requirement that all levels of govern-
ment must provide adequate health-
care to incarcerated individuals, 
Virginia and other States are look-
ing more closely at ways to further 
leverage Federal Medicaid funds.

Although never previously 
considered by the State, there is 
a circumstance when the Federal 
government will provide Medicaid 
funds to inmates. In 1997, the 
Federal Department of Health and 
Human Services issued written 
guidance clarifying that Federal 
Medicaid funds would be available 
to fund in-patient services provided 
outside of the corrections setting to 
otherwise eligible individuals. This 
provided certainty for the first time 
that there was a limited ability for 
States to acquire the Federal share of 
Medicaid for otherwise eligible indi-
viduals who were incarcerated. The 
1997 guidance letter states in part:

“…an exception to the 
prohibition of FFP is permit-
ted when an inmate becomes a 
patient in a medical institution. 
This occurs when the inmate 
is admitted as an inpatient in a 
hospital, nursing facility, juvenile 
psychiatric facility, or intermedi-
ate care facility. Accordingly, 
FFP is available for any Medicaid 
covered services provided to 
an “inmate” while an inpa-

tient in these facilities provided 
the services are included under 
a State’s Medicaid Plan and the 
“inmate” is Medicaid-eligible.”3 
[emphasis added]
This is also codified in Federal 

regulations:
“The exclusion of FFP 

described in paragraph (a) of 
this section does not apply dur-
ing that part of the month in 
which the individual is not an 
inmate of a public institution 
or a patient in an institution for 
tuberculosis or mental disease. 
CFR §435.1009(b)”

Virginia Department of Corrections 
Updates Medicaid Policy

It took 16 years for the State to 
take advantage of this Federal provi-
sion. In 2013, the Virginia General 
Assembly required the Virginia 
Department of Corrections (DOC) to 
begin leveraging these Federal funds 
for inpatient hospital services of 
DOC inmates. Specifically, Item 388 
J of the 2013 State Appropriations 
Act directed the DOC to coordinate 
with the Department of Medical 
Assistance Services (DMAS) and the 
Department of Social Services (DSS)4 
to establish procedures to enroll 
eligible State inmates in Medicaid.5 
In the September 2013 report to the 
General Assembly required by the 
budget item, the DOC estimated that 
the program would save $2.7 million 
in General Funds for State Fiscal 
Year 2014. After balancing with 
additional costs incurred by the State 
Medicaid program, the DOC esti-
mated the net FY 14 savings at $1.3 
million to the State.6 Two years into 
the program at this point, DOC staff 
(at least anecdotally) estimates total 
savings for the State at more than $6 
million to date.

Approximately 30,000 individu-
als are in the State’s prison system 
and approximately an equal number 
are also in the local and regional jail 
system. Although the populations 
may not have identical medical 
needs or require the same levels of 
in-patient hospitalization, the DOC 

experience can provide a useful 
indicator of the potential savings to 
local and regional jails if they were 
to begin enrolling eligible inmates 
in Medicaid and filing claims for 
Medicaid eligible in-patient hospital 
services. Moreover, the savings to 
local and regional jails would be the 
total equivalent of what they are 
spending on these services, whereas 
as the State savings only reflects the 
50% Federal share that supplants 
half of what the State was previously 
paying before accessing Medicaid.

Summer 2015: Virginia Updates 
State Policies for Local and 
Regional Jails

After the State DOC implemented 
its Medicaid program for in-patient 
hospital services provided to eli-
gible inmates in 2013, stakeholders 
in the local corrections community 
began an advocacy effort request-
ing the State to authorize this for 
locally-incarcerated individuals 
as well. In June 2015, the DMAS 
updated its policies and instructed 
local DSS agencies (which are the 
main gatekeepers to the Virginia 
Medicaid program, as they make 
the individual eligibility determina-
tions and process the majority of 
Medicaid applications) that inmates 
at local and regional jails would be 
afforded the same opportunity as 
DOC inmates to apply for Medicaid 
to cover in-patient hospital services.7

Ever since the 1997 Federal 
guidance memo, it has been allow-
able for States to draw on Medicaid 
funds for in-patient hospital services 
provided to incarcerated indi-
viduals. However, it was never the 
actual practice or policy to facilitate 
the filing and approval of inmate 
Medicaid applications in Virginia. In 
fact, State policy was the opposite—
that is, immediately upon incarcera-
tion an individual’s Medicaid was 
terminated with no exceptions. As a 
result, the recent policy and pro-
grammatic changes in Virginia have 
been met with some institutional 
resistance at the local DSS level, 
which is understandable since for 
as long as anyone associated with 
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Medicaid in the State can remember, 
inmates have not been eligible for 
Medicaid. To help address this his-
torical impediment to the new policy 
within social services agencies and 
to educate jail staff on the Medicaid 
program, Virginia conducted a series 
of workshops throughout the State 
for social services agencies and for 
local and regional jail staff under 
the direction of Secretary of Health 
and Human Resources, Dr. William 
Hazel. During the autumn of 2015, 
the DMAS (the Virginia Medicaid 
agency) held five workshops that 
were attended by approximately 70 
jail staff and 70 DSS personnel.

Riverside Regional Jail Authority: 
A Medicaid case study

Riverside Regional Jail Authority 
(RRJA) in Prince George County, 
Virginia, is a regional jail created 
in 1992 to hold local responsible 
inmates for seven local governments. 
Its daily population averages more 
than 1,500 inmates and the jail medi-
cal budget alone exceeds $6 million 

annually—nearly a quarter of which 
is for medical services provided out-
side of the jail facility and therefore 
potentially eligible for Medicaid 
funding. Throughout this process 
and beginning with the legislative 
direction for the DOC to process 
Medicaid applications for eligible 
in-patient hospital services in 2013, 
RRJA began preparing to implement 
this program in the hopes it would 
ultimately be extended to locally 
held inmates.

The first step for RRJA was to ana-
lyze all of its inmate healthcare data 
to determine which inmates were 
potentially eligible for Medicaid and 
to assess when such inmates were 
receiving in-patient hospital care 
that could be covered by Medicaid. 
RRJA staff then attended a coordi-
nating meeting with DMAS staff 
who outlined the following basics of 
Medicaid eligibility in Virginia:
• Medicaid is a public assistance 

program for low income people.
• The application for Medicaid is 

processed by local DSS office.

• DMAS will pay the claims for 
services provided to inmates who 
are receiving Medicaid.

• Applications can be submitted via 
telephone, paper, or online.

• Eligibility begins with the month 
of application, but can be retroac-
tive for three months if an inpa-
tient hospital service was received 
in the retroactive period.

• The categories for eligibility are 
children under 19 years of age, 
pregnant women, former foster 
care children under age 26, dis-
abled individuals, and individu-
als age 65 or older.

• Both nonfinancial and financial 
guidelines must be met to be 
eligible for Medicaid.

• Applicants must be a citizen or 
an alien eligible for full Medicaid 
benefits and must live in Virginia.

• Medicaid will only pay for 
inpatient hospitalization after an 
inmate has been hospitalized for 
24 hours.
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• For pre-release inmates, the appli-
cation must begin 45 days prior 
to release but does not become 
active until they are actually 
released.
Armed with its own internal 

inmate healthcare data and the infor-
mation gained from meeting with 
State officials, RRJA began imple-
mentation of its inmate Medicaid pro-
gram, completing its first application 
for Medicaid coverage on September 
15, 2015. The process for completing 
the application proved to be a fairly 
simple task despite the amount of 
information that must be obtained 
from the applicant. The process that 
is used at RRJA is as follows:
• Representative from RRJA inter-

views the inmate/applicant.
• If the applicant currently has 

active Medicaid, the appropri-
ate information is obtained from 
the applicant. This information is 
used to contact the appropriate 
the DSS office to verify applicant 
has coverage.

• If the applicant does not have 
active Medicaid, the representa-
tive for RRJA completes the appli-
cation. The applicant then signs 
the application and the represen-
tative submits the application to 
the appropriate DSS office.

• The representative for RRJA 
follows up with the appropriate 
DSS office for approval of the 
application.

• After a Medicaid number has 
been assigned, the representa-

tive for RRJA forwards it to the 
Records and Medical Department.
The table shows a breakdown 

of applications submitted by RRJA 
inmates and the resulting costs sav-
ings to the jail in just over 7 months 
(September 15, 2015 through April 
30, 2016) during which the jail sub-
mitted 73 inmate Medicaid applica-
tions to local departments of social 
services.

A Note on Medicaid Expansion
The Patient Protection and 

Affordable Care Act (Obamacare) 
includes a provision mandating 
that States change their Medicaid 
eligibility rules to allow anyone at or 
below 138% of the Federal poverty 
level. In Virginia, this would add 
an estimated 400,000 new enrollees 
to the State’s Medicaid program. In 
2013, the U.S. Supreme Court ruled 
that State Medicaid expansion could 
not be mandated. Since that deci-
sion, more than 30 States and the 
District of Columbia have elected to 
expand their programs so they are 
available to everyone at or below 
138% of the Federal poverty level. 
Virginia has yet to do this—which 
has been a major point of partisan 
contention between the Governor 
McAuliffe (D) administration that 
supports Medicaid expansion and 
the Republican-controlled legislature 
that generally opposes it. If Virginia 
were to join the ranks of States that 
have expanded Medicaid, then the 
percentage of Virginia inmates who 
would become eligible for Medicaid 
coverage of in-patient hospital 

services would increase to nearly 
all inmates and the opportunity 
to leverage more Federal funds 
for inmate healthcare would grow 
exponentially.

Conclusions
Medicaid rules are compli-

cated and vary from State to State. 
Implementing an inmate Medicaid 
program requires a significant effort 
to train jail staff and ensure proper 
coordination between the jail, the 
local DSS offices, and the State 
Medicaid agency. Each jail wish-
ing to avail itself of these potential 
medical costs savings will need an 
in-house coordinator who can iden-
tify upon intake those inmates who 
are currently enrolled in Medicaid 
and then report the information to 
the local DSS agencies. The coordi-
nator also will be the point of contact 
for State and local agencies as any 
Medicaid claims are processed. It 
will also be important for this person 
to maintain a good relationship with 
the hospitals that typically receive 
these patients. They will need to 
know upfront which inmates are 
currently in Medicaid so that they 
can bill Medicaid directly. Since the 
inception of the program at RRJA, 
the local hospitals now have a point 
of contact at RRJA and constructive 
dialog occurs on a weekly basis as 
inmates’ transit in and out of hos-
pital care to the mutual benefit of 
RRJA and the local hospital.

There will also be cases where 
inmates are not eligible for Medicaid 
when they enter the jail, but later 

Breakdown of RRJA Applications and Their Cost Savings

Pregnancy Mental Health

Disability

Other

Disability

Home

Monitoring*

Total

Approved 28 1 8 6 43

Pending 3 8 1 18 30

Denied 0 0 1 0 1

Total Savings $162,360 $0.00 $131,395 0 $293,755

*RRJA is submitting Medicaid applications for RRJA inmates being held as part of the Federal Bureau of Prisons Re-Entry  
Home Electronic Monitoring (HEM) Program.
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become eligible as they develop cer-
tain conditions and receive certain 
hospital services. These cases will 
involve retroactive Medicaid appli-
cations that the jail will file after the 
inmate returns to the correctional 
facility. In addition, other issues will 
need to be addressed, such as the 
Federal requirement for inmates to 
pay a $100 co-pay. In Virginia, the 
DOC and some local jails are cov-
ering this cost themselves, which 
makes sense given that the corre-
sponding Medicaid funds will more 
than cover this cost.

There’s also the requirement that 
inmates themselves complete the 
eligibility applications. The Virginia 
General Assembly, through the 2014 
State budget language, tried to allow 
DOC to do this on behalf of unco-
operative inmates, but the Federal 
Centers for Medicare and Medicaid 
services recently disallowed this as 
a violation of Federal law, which 
requires recipients of such benefits 
to “voluntarily” apply for them. 
Nonetheless, it is unlikely that the 
majority of inmates will be unwilling 
to sign a Medicaid form.

Improving outcomes upon 
reentry into society is another area 
where this program will be helpful 
in achieving long-term costs sav-
ings. By having inmates “teed-up” 
to be enrolled in Medicaid seam-
lessly upon release, it can help 
with maintaining the continuity of 
important services, which ultimately 
would improve health outcomes 
and reduce recidivism rates. This is 
an important area for improvement 
both in terms of reducing future 
costs of incarceration and in terms 
of increasing the odds of former 
offenders becoming self-sufficient 
and contributing members to society. 
Successful reentry can be challeng-
ing enough without readily available 
access to affordable healthcare, men-
tal health, and related support ser-
vices, which in many cases Medicaid 
can provide. 

Notes
 1. Title XIX to the Social Security Act, 

42 U.S.C. §§ 1396 et seq

 2. Public Institution means an institu-
tion that is the responsibility of a 
government unit or over which a 
governmental unit exercises admin-
istrative control. “Public Institution” 
does not include medical institu-
tions, intermediate care facilities, 
certain publicly operated community 
residences, certain child care institu-
tions serving foster care children 
under title IV-E of the Social Security 
Act or children receiving AFDC 
foster care under Title IV-A of the 
Act. §435.1010. “Public Institution” 
includes correctional facilities.

 3. Letter from Department of Health 
and Human Services to All Associate 
Regional Administrators of the 
Division for Medicaid and State 
Operations (now CMS) regarding 
“Clarification of Medicaid Coverage 
Policy for Inmates of a Public 
Institution,” December 12, 1997. CMS 
recently updated this with guidance 
on April 28, 2016 with a letter to all 
State Health Officials: SHO #16-007 
RE: To Facilitate successful re-entry 
for individuals transitioning from 
incarceration to their communities.

 4. The Department of Medical 
Assistance Services is the State 
agency that oversees and administers 
the Virginia’s Medicaid Program. 
The Department of Social Services is 
the agency, mainly through its local 
DSS offices, responsible for process-
ing Medicaid applications and deter-
mining whether or not individuals 
are eligible for enrollment in the 
Medicaid program.

 5. “J. The Department of Corrections 
shall coordinate with the Department 
of Medical Assistance Services and 
the Department of Social Services 
to establish procedures to enroll 
eligible inmates in Medicaid with 
coverage to start July 1, 2013. To the 
extent possible, the Department of 
Corrections shall work to identify 
potentially eligible inmates on a 
proactive basis, prior to the time 
inpatient hospitalization occurs.  
Procedures shall also include provi-
sions for medical providers to bill the 
Department of Medical Assistance 
Services, rather than the Department 
of Corrections, for inmate inpatient 
medical expenses. Given the mul-
tiple payor sources associated with 
inpatient and outpatient health care 
services, beginning July 1, 2013, the 
Department of Corrections and the 

Department of Medical Assistance 
Services shall consult with the 
applicable provider community to 
ensure that administrative burdens 
are minimized and payment for 
health care services is rendered in a 
prompt manner. The Departments 
of Medical Assistance Services and 
Corrections shall provide a joint 
report on the implementation of this 
initiative and the expected cost sav-
ings to the Commonwealth. Copies 
of this report shall be provided 
to the Secretaries of Health and 
Human Services and Public Safety, 
and to the Chairmen of the House 
Appropriations and Senate Finance 
Committees, by October 1, 2013. 
Item 388 J of the 2013 Appropriations 
Act” (Chapter 806 of the 2013 Acts of 
Assembly)

 6. Report by the Department of 
Corrections & Department of Medical 
Assistance Services As Directed by 
Item 388 J of the 2013 Appropriations 
Act, September 6, 2013.

 7. See provisions M0120.200, M0130, 
050, M0280, M1510.102, and 
M1520.300 in the DMAS policy 
transmission, which essentially add 
local and regional jail inmates to the 
provisions that already covered DOC 
inmates (www.dss.virginia.gov/
files/division/bp/medical_ 
assistance/manual_transmittals/ 
transmittals/transmittal100_ 
07072015.pdf).
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