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Overview 
 
Under section 2707 of the Affordable Care Act (ACA), the Medicaid Emergency Psychiatric 
Demonstration (MEPD) allowed selected applicant states to receive Federal Medicaid funds for 
beneficiaries aged 21 through 64 who receive emergency services in an institution of mental 
disease (IMD). In 2012, eleven states and the District of Columbia were selected to participate in 
the demonstration, the enrollment period for which ran from July 1, 2012 to June 25, 2015.  
 
Currently emergency services provided to Medicaid beneficiaries through IMDs are not paid for 
using Federal funds. MEPD was designed to test whether paying for such emergency IMD 
services for Medicaid beneficiaries aged 21 to 64 would improve psychiatric care and/or lower 
State Medicaid program costs.1 
  
In December 2015, the Improving Access to Emergency Psychiatric Care Act (Public Law 114-
97) amended section 2707 of the ACA to allow for possible continuation and expansion of the 
demonstration through 2019, under certain conditions. One such condition requires the Chief 
Actuary of the Centers for Medicare & Medicaid Services (CMS) to certify that, for any 
participating State, expansion of MEPD is projected not to increase net program spending under 
title XIX of the Social Security Act. The requirement of budget neutrality (or not incurring an 
increase in net program spending) that would allow for an expansion of the MEPD program is 
similar to the requirements set for other demonstrations conducted by the Center for Medicare 
and Medicaid Innovation (CMMI).   
 
To support the determination of the impact on net program expenditures, CMS requested that 
states submit data or analysis regarding whether the demonstration increased or decreased costs.  
Five states—Alabama, Maine, Missouri, Maryland, and North Carolina—provided data.  
Missouri’s submission to CMS included an actuarial certification from Mercer Health & Benefits 
LLC. In addition, a 2013 Report to Congress discusses the program and results. A formal 
evaluation report for MEPD is currently in draft and is expected to be finalized in September 
2016. 
                                                 
1 https://innovation.cms.gov/initiatives/Medicaid-Emergency-Psychiatric-Demo/faq.html 



OACT Analysis 
 
The draft 2016 evaluation report includes several key findings that do not support the assertion 
that MEPD would reduce net program spending: 
 

- Federal Medicaid costs for IMD inpatient stays increased. 
- There is one statistically significant decrease in inpatient IMD admissions “likely due to 

an anomaly of the pre-demonstration trend.” 
- In one state (with 1.5 years of data), admissions increased towards the end of the 

demonstration. 
- Data limitations prevented “drawing strong conclusions about the effect of MEPD on 

access to inpatient care, length of stays, ER visits, and costs. Available data suggest, 
however, that increased access of adult Medicaid beneficiaries to IMD inpatient care 
would likely come at a cost to the federal government and some states.”  

 
Additionally, with regard to evaluating the effects of the program, the report highlights several 
limitations and complicating factors, such as the expansion of Medicaid eligibility to include 
newly eligible beneficiaries as part of the ACA, poor data from the participating IMDs, and the 
absence of robust Medicaid data. This lack of adequate data is due to the fact that MEPD 
occurred during a period when very little Medicaid data were available, a circumstance that 
prevents or limits (i) analysis of utilization and cost of care for those seeking emergency 
psychiatric services in participating areas, (ii) evaluation of the differences in risk between 
facilities participating in the demonstration and those not participating, or (iii) construction of 
control groups. 
 
Since the evaluation report was not explicitly designed to determine if the demonstration is 
budget neutral, states submitted additional information to assist with the analysis of MEPD 
costs.2   
 
The state submissions varied in depth of analysis, but none sufficiently demonstrated that 
expansion of MEPD would not increase net program spending, nor did they provide specific data 
that would allow for a detailed analysis. 
  
- North Carolina did not provide any data and did not explicitly comment on results. 
- Maine provided quarterly details of hospital expenditures, which could not be used for 

estimation of savings. 
- Alabama, Maryland, and Missouri provided details showing the differences in costs between 

IMDs and other facility types. This information does not address the total cost of care or 
possible change in utilization between the different sites of service, factors that would need 
to be considered along with any possible differences in risk. With the exception of Missouri, 
the states did not address the increased utilization.  

 
Missouri included an actuarial certification, which attributes the difference in costs between the 
utilization types, less 20-percent of the IMD utilization that would continue to be provided by the 
IMD absent the waiver, as savings. We have several concerns with this analysis, namely that (i) 
                                                 
2 Details of state submissions are shown in a table in the appendix. 



the differences are compared only on the basis of per diem costs; (ii) the analysis does not use a 
control group; (iii) the data are not risk adjusted; and (iv) the actuarial certification does not 
provide support for the assumption that 80 percent of the utilization that resulted from IMD 
availability would be provided by facilities that are reimbursed by Medicaid. The evaluation 
report examines the impact in Missouri and indicates that MEPD was associated with higher total 
mental health costs as well as higher Federal mental health costs. 
 
Conclusion 
 
The data provided by the states to CMS allow for a partial view of the differences between IMDs 
and general hospitals for emergency psychiatric care. The financial impact of the MEPD 
demonstration cannot be determined from this summarized, high-level information, and 
investigation of possible effects of the program is limited by lack of adequate data. In addition, 
the draft evaluation report includes an assessment that the demonstration would “likely come at a 
cost to the federal government.” Based on this information, OACT is unable to certify that an 
extension for any participating State would not increase net program spending.   
 
 
John Shatto, FSA  
Director, MMCEG 

Christopher Truffer, FSA  
Deputy Director, MMCEG

Zachary Tirrell, ASA  
Actuary



~ 4 ~ 
 

Appendix: Description of State Submissions 
 
The following table summarizes the submissions and any purported findings. 
 

State Submission Purported Findings 
Alabama Narrative with select data extracts comparing IMDs to 

general hospitals: 
- total cost of IMD emergency services 
- cost per recipient of emergency services 
- bed days and per diem 
- average length of stay 

-Determined that differences in per 
diem spending are savings. 

Maine Data extract of quarterly details of summary-level 
utilization and costs for two hospitals for the period 
July 2012 to March 2015 

-Did not draw any conclusions from 
the data. 

Maryland Data extract of summary-level utilization and costs for 
select hospitals, IMDs, and general acute care for fiscal 
years 2011-2015 

-Did not draw any conclusions from 
the data. 

Missouri Narrative with select data extracts including statewide 
emergency department visits and inpatient stay counts 
and costs, as well as a comparison of IMDs to general 
hospitals: 
- total cost of IMD emergency services 
- bed days and per diem  
The narrative also sets out the Federal Medical 
Assistance Percentage (FMAP) and the number of bed 
days assumed to continue. 

-Submission includes an actuarial 
certification, which credits savings as 
the reduced amount per bed day cost 
in IMDs, less the reduced number of 
bed days from not having the 
demonstration continue 

North 
Carolina 

Narrative discussing goals of the demonstration -Did not provide results but stated 
data are mixed. 

 


