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   January 8, 2014 
 
 
 
TO:   Members 
  Joint Committee on Finance 
 
FROM: Bob Lang, Director 
 
SUBJECT: LRB 3908 and LRB 3896:  BadgerCare Plus Eligibility 
 
 
 LRB 3908 and LRB 3896 are identical bills that would enable the Department of Health 
Services (DHS) to implement an agreement reached with the U.S. Department of Health and 
Human Services (DHHS), Centers for Medicare and Medicaid Services (CMS) regarding 
eligibility changes for the state's medical assistance (MA) and BadgerCare Plus program.  
 
BACKGROUND 

 
 2013 Wisconsin Act 20 and Act 116.  2013 Wisconsin Act 20 (the 2013-15 biennial budget 
act) made several changes to the income standards DHS uses to determine eligibility for MA 
benefits available under BadgerCare Plus, effective January 1, 2014, including:  (a) eliminating the 
Core Plan for adults without dependent children and, instead, providing standard MA benefits to all 
adults without dependent children in families with income up to 100% of the federal poverty level 
(FPL); and (b) reducing, from 200% to 100% of the FPL the income standard for adults with 
dependent children.   
 
 In addition, Act 20 required DHS to use a different method of counting income for the 
purpose of determining program eligibility, including replacing the previous definition of "family 
income" (the total gross earned and unearned income received by all members of a family) and 
certain income disregards with a definition of "family income" that references the definition of 
"household income" in federal code.  For MA eligibility, the federal code defines household 
income as the sum of the modified adjusted gross income (MAGI) of every individual in the 
household, minus an amount equivalent to five percentage points of the FPL for the applicable 
family size.  Under the federal Affordable Care Act (ACA), states are required to use MAGI for 
program eligibility purposes to be consistent with the income eligibility standards used to 
determine eligibility for premium assistance tax credits available through the federal health 
insurance exchange. 
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 Under Act 20, the provisions relating to the new definition of family income, including the 
repeal of certain income disregards and treatment of income earned through self-employment, were 
scheduled to take effect on January 1, 2014, and would have first applied to redeterminations of 
MA eligibility on the later of April 1, 2014 or the actual date of the redetermination.  Act 20 
established the income threshold for parents, caretakers, and adults without dependent children at 
100% of the FPL before the application of the 5% disregard. 
 
 2013 Wisconsin Act 116 (December 2013 Special Session Bill 1) made several changes to 
the Act 20 provisions.  In general, these changes delayed, from January 1, 2014, to April 1, 2014, 
the effective dates for many of the eligibility changes enacted in Act 20, including the requirement 
that the state use MAGI as the basis for making eligibility determinations.  Act 116 did not modify 
the initial applicability provision in Act 20 relating to the use of MAGI for eligibility 
redeterminations. 
 
 Negotiated Agreement with CMS.  In a December 20, 2013, letter to the state's Medicaid 
Director, CMS summarized an agreement reached with DHS regarding changes in the state's 
BadgerCare Plus program resulting from Acts 20 and 116.  A copy of this letter is attached to this 
memorandum.  Under the agreement: 
 
 • All parents and caretaker relatives who have enrolled by January 31 and have incomes 
between 100% and 200% of the FPL will remain eligible through March 31, 2014, after which the 
eligibility standard for this group will be reduced to 100% of the FPL.  Through January 31, 
individuals will be enrolled based on 2013 rules (non-MAGI rules).   Individuals who apply after 
that date will receive MAGI-based eligibility determinations and the Act 20 program eligibility 
standards and either be enrolled in BadgerCare Plus or be referred to the Marketplace for 
consideration for an advance premium tax credit. For current enrollees, beginning February 17, the 
state will conduct redeterminations under the Act 20 eligibility levels (using MAGI).  However, no 
current enrollees would lose their eligibility for BadgerCare Plus as a result of the application of 
the MAGI rules prior to April 1, 2014.   
 
 • Adults without dependent children who are not currently enrolled in the Core Plan who 
have income up to 100% of the FPL will be provided coverage under BadgerCare Plus, effective 
April 1, 2014.*  Beginning February 1, 2014, these applicants' eligibility will be determined using 
MAGI-based rules.  
 
 • Adults without dependent children in families with incomes up to 200% of the FPL 
who are currently enrolled in the Core Plan may retain their eligibility through March 31, 2014.     
 
 In addition, the agreement between the agencies addresses issues relating to the transfer of 
cases between DHS and DHHS, applicant notification requirements, and DHS' responsibility for 
making MA eligibility determinations for individuals who apply for coverage through the 
Marketplace. 

                                                 
* The letter from CMS describes this income eligibility standard as 95% of the FPL, or 100% of the FPL including the 
standard 5% disregard.  This effective eligibility standard for adults of 100% of the FPL reflects the standards enacted 
in Act 20, and debated by the Legislature during the 2013-15 biennial budget process. 
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 On December 30, 2013, the DHS Secretary notified legislative leaders of the agreement that 
the state had reached with CMS. In that letter, Secretary Rhoades indicated that several statutory 
modifications would be required for DHS to implement the agreement.  The bill includes these 
changes. 

SUMMARY OF BILL  

 

 Income Eligibility Standards for Parents and Caretaker Relatives.  Under current law, 
parents and caretaker relatives in families with income up to 200% of the FPL are eligible for 
BadgerCare Plus through March 31, 2014, after which parents and caretaker relatives with income 
greater than 100% of the FPL will no longer be eligible. DHS will use MAGI rules for new 
enrollees beginning April 1, 2014.  For current enrollees, DHS will use MAGI rules beginning on 
the later of April 1, 2014, or the actual date of the redetermination of eligibility.  As 
redeterminations are conducted once every six months, an individual who was enrolled in March, 
2014, would not be subject to the new MAGI rules until September, 2014.   
 

 The bill would change, from April 1, 2014, to February 1, 2014, the effective date for the 
change in the income standard for parents and caretaker relatives, from 200% of the FPL to 100% 
of the FPL.  However, the bill would require DHS to allow individuals whose family income does 
not exceed 200% of the FPL who apply and are eligible for benefits before February 1, 2014, and 
who would otherwise be eligible for BadgerCare Plus except for the income limit to continue to be 
eligible for benefits until April 1, 2014.  Consequently, parents and caretaker relatives who apply 
after February 1 with MAGI-based income that exceeds 100% of the FPL would not be eligible for 
program benefits, but could apply for subsidized private coverage through the federal health 
insurance exchange. 
 
 The bill specifies that if an individual who is receiving continued eligibility, as described 
above, has an increase in family income such that the individual's family income exceeds 200% of 
the FPL on or after February 1, 2014, DHS must redetermine the individual's eligibility for MA 
based on the new MAGI-based income rules.  
 
 MAGI Effective Date.  The bill would change, from April 1, 2014, to February 1, 2014, the 
effective date of the following provisions relating to the use of MAGI for the purpose of making 
eligibility determinations for BadgerCare Plus to conform the statutes with the agreement between 
DHS and CMS.  
 
 1. Eligibility for Persons Infected with Tuberculosis.  Under current law, until April 1, 
2014, any individual who is infected with tuberculosis and meets the income and resource 
eligibility requirements for the federal supplemental security income (SSI) program is eligible for 
MA coverage.  Beginning April 1, an individual's income will be determined by using the new 
definition of "family income," which is based on MAGI.   
 
 2. Eligibility for Minors Residing in Institutions.  Under current law, until April 1, 2014, 
individuals under the age of 21 who reside in an intermediate care facility, skilled nursing facility 
or inpatient psychiatric hospital who meet financial eligibility standards (which are not based on 
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MAGI) are eligible for MA coverage.  Beginning April 1, "income" is determined using the new 
MAGI rules.  
 
 3. Definition of A Dependent Child.  Under current law, until April 1, 2014, a parent or  
caretaker relative of a child who is living in the home with the parent or caretaker relative or who is 
temporarily absent from the home for not more than six months or, if the child has been removed 
from the home for more than six months, the parent or caretaker relative is working toward 
unifying the family by complying with a permanency plan is eligible for BadgerCare Plus if the 
individual's family income does not exceed 200% of the FPL and does not include self-
employment income.    
 
 Beginning April 1, this eligibility category is modified to:  (a) reduce, from 200% to 100% 
of the FPL, the income eligibility standard; (b) delete the reference to self-employment income; 
and (c) specify that a "dependent child" is an individual who is under the age of 18 or an individual 
who is age 18 and is a full-time student in secondary school or equivalent vocational or technical 
training if, before attaining the age of 19, the individual is reasonably expected to complete the 
school or training. 
 
 4. Treatment for Self-Employed Individuals.  Under current law, until April 1, 2014, 
special income rules apply to individuals who have self-employment income.  DHS is required to 
count net self-employment earnings, which is determined by subtracting from gross self-
employment income all self-employment expenses that are allowed under federal and state tax law, 
except for depreciation.  On April 1, 2014, this provision is repealed. 
 
 5. Income Disregards and Deductions.  Under current law, until April 1, 2014, DHS is 
required to do the following when calculating a family's income:  (a) deduct from the individual's 
income, up to the amount of the individual's income, any amount the individual is obligated to pay 
for court-ordered child or family support or maintenance; (b) disregard earnings of children under 
18 years of age; (c) determine separately the family incomes of caretaker relatives and the children 
for whom they are caring and not legally responsible; and (d) exclude  income of an individual 
who receives state or federal supplemental security income (SSI) benefits.  On April 1, 2014, this 
provision is repealed. 
  
 6. Application of MAGI.  Under current law, beginning April 1, 2014, DHS will apply 
federal regulations defining a household for the purpose of determining family income.   
 
 MAGI -- Initial Applicability.  Under current law, the use of MAGI and the new definition 
of family income would first apply to redeterminations of eligibility for BadgerCare Plus enrollees 
on the later of April 1, 2014 or the actual date of the redetermination.   
 
 Under the bill, the use of MAGI and the modifications and repeal of previous income rules 
described above would first apply to initial determinations of eligibility for MA that are made on 
February 1, 2014, for individuals who apply after January 31, 2014, for MA coverage.  For 
individuals who apply before February 1, 2014, these changes would first apply to 
redeterminations of eligibility for MA made on the later of April 1, 2014 or the actual date of the 
redetermination of eligibility.  
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 Coverage under the Benchmark Plan.  Under current law, beginning on April 1, certain 
BadgerCare Plus enrollees that currently receive health care coverage under the benchmark plan 
will instead receive coverage under the standard plan.   These groups include children and pregnant 
women in families with income greater than 200% of the FPL and self-employed parents with 
income greater than 200% of the FPL before depreciation is subtracted. In general, coverage under 
the benchmark plan is less comprehensive than under the standard plan, and enrollees are subject to 
greater cost sharing requirements than under the standard plan. 
 
 Under the bill, individuals who are currently enrolled in these plans would begin receiving 
coverage under the standard plan beginning February 1, 2014. 
 
FISCAL EFFECT 
 
 The bill would not change the amount of funding budgeted for MA benefits in the 2013-15 
biennium. 
 
 The program may realize a reduction in costs due to the provision that would prohibit adults 
with dependent children in families with income between 100% and 200% of the FPL from 
enrolling after February 1 for up to two months of coverage (February and March, 2014). Act 116 
assumed that approximately 72,000 parents and caretakers in families with incomes between 100% 
and 200% of the FPL would remain enrolled in BadgerCare Plus from December, 2013, through 
March, 2014. This reflects an assumption that each month an equal number of individuals would 
enter and leave the program. The bill would apply the new MAGI and income eligibility standards 
to all applications received after January 31, 2014, so that parents and caretakers in families with 
income between 100% and 200% of the FPL would not be able to enroll in the program after that 
date. As a result, individuals who leave the program would not be replaced with new enrollees. The 
Department indicates that approximately 1.75% of parent and caretaker enrollees leave 
BadgerCare Plus every month. Based on this attrition rate, approximately 1,300 fewer parents and 
caretakers with incomes between 100% and 200% of the FPL would be enrolled in BadgerCare 
Plus in February and approximately 2,500 fewer parents and caretakers would be enrolled in 
BadgerCare Plus in March. 
 
 These savings may be somewhat offset by additional costs of providing coverage under the 
standard plan to some enrollees beginning February 1, rather than on April 1, 2014.   
 
 In summary, while the agreement reached by DHS with CMS would affect MA benefit 
expenditures, the effects of these eligibility and coverage changes are likely to be minimal 
compared to current law.  
 
 However, DHS staff indicates that if the state fails to implement the MAGI-based eligibility 
rules by February 1, 2014, pursuant to its agreement with CMS, the costs of services provided to 
the affected BadgerCare adult populations after that date would not be eligible for federal cost 
sharing until the state implements the MAGI-based income rules. 
 
 
Prepared by:  Charles Morgan and Grant Cummings 
Attachment 





 



 



 



 

 


