
Together, Medicaid and ADAP serve a significant
majority of people with HIV/AIDS in care nationwide.
Low-income individuals make up an increasingly large
proportion of those newly infected with HIV/AIDS,
which suggests an even more critical role for these
programs in the future.1 This fact sheet summarizes key
elements of each program, how they interact, and the
impact of recent policy changes on their future outlook.

Medicaid and HIV/AIDS
Medicaid is the nation’s major public health program
for low-income Americans, financing care for over 55
million people.2 It is also the largest source of
financing for HIV/AIDS care in the nation, with over
half of all adults and 90 percent of children with AIDS
enrolled in the program.3 According to the HIV Cost
and Services Utilization Study (HCSUS), the only
nationally representative study of people with
HIV/AIDS in care, African Americans and Latinos
with HIV/AIDS were more likely in 1996 to rely on
Medicaid than their white counterparts. Though
conducted a decade ago, this study also revealed that
women with HIV/AIDS were more likely to receive
their care through Medicaid than men.4

Medicaid is a means-tested entitlement
program, jointly funded by the federal and
state governments. According to the
Centers for Medicaid and Medicare
Services (CMS), federal Medicaid
spending on HIV/AIDS care totaled $5.7
billion for FY2005, or half of all federal
spending on HIV/AIDS care. State
Medicaid spending on HIV/AIDS was
estimated to be $4.7 billion for FY2005.5

The federal contribution to Medicaid
spending ranges from 50 percent to 76
percent, depending on state per capita
income.6 Medicaid is administered by

individual states within broad federal guidelines for
eligibility and services, resulting in significant variation
among programs across the nation.

To be eligible for Medicaid, individuals must meet both
financial and “categorical” eligibility requirements.
Federal law sets minimum income thresholds for all state
Medicaid programs (see Figure I). Categorical
requirements target four groups of low-income
individuals: pregnant women, parents and children, the
elderly, and the disabled. Low-income, childless adults
are generally barred from receiving Medicaid unless they
qualify as disabled under the Supplemental Security
Income (SSI) program.7 Since HIV-positive status does
not automatically qualify an individual as disabled, most
low-income people living with HIV (PLWH) are not
Medicaid-eligible until they become disabled by AIDS,
even though therapies exist to prevent disability.8 A few
states have explored options to extend coverage to PLWH
using Section 1115 waivers and Ticket to Work/Work
Incentives Improvement Act demonstration grants;
however, budget neutrality requirements pose a
significant burden on such efforts. As of this printing,
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only three states – Massachusetts, Maine, and the District
of Columbia – had gained approval for HIV-specific
waivers.9 The Early Treatment for HIV Act (ETHA),
which has been introduced in each of the past three
Congresses, would give states the option to extend
Medicaid coverage to individuals living with HIV before
they receive an AIDS diagnosis.10

States must cover certain mandatory services to participate
in Medicaid, including inpatient and outpatient hospital
care, physician services, laboratory and x-ray services, and
nursing home and home health care. States may also
cover additional services such as prescription drugs, clinic
services, case management, dental care, and hospice care,
for which they receive federal matching funds. Currently,
all states have elected to cover prescription drugs, a critical
benefit for beneficiaries with HIV/AIDS, most of whom
rely on Medicaid for access to medications. In recent
years, however, some states have implemented strict
Medicaid prescription drug program limitations that
generally retain access to antiretroviral treatments but
restrict access to other needed medications.11

Individuals dually eligible for Medicaid and Medicare – low-
income elderly and disabled individuals – no longer obtain
prescription drugs through Medicaid. The Medicare
Modernization Act mandated that, as of January 1, 2006,
this population enroll in Medicare Part D, a new
prescription drug benefit under Medicare that mirrors
private health insurance.12 While “dual eligibles” are not
required to pay the premiums and deductibles charged other
participants, some now face new cost sharing requirements
(since many of their previous Medicaid drug plans did not
charge drug co-payments).13 This shift to drug coverage
under Medicare has important implications for dually
eligible people living with HIV/AIDS (PLWHA) and
programs such as ADAPs that help serve them.

AIDS Drug Assistance
Programs (ADAPs)
ADAPs represent the nation’s prescription drug safety net for
PLWHA, providing life-saving medications to low-income
uninsured and underinsured individuals in all 50 states, the
District of Columbia, Puerto Rico, the U.S. Virgin Islands,
and Guam. With over 134,000 enrollees and more than
96,000 clients served in June 2005, ADAPs reach

approximately 25 percent of all people with HIV/AIDS in
care. Nearly two-thirds (62 percent) of ADAP clients are
racial/ethnic minorities and 79 percent are male. Eighty
percent of clients have incomes at or below 200 percent of
the Federal Poverty Level (FPL), and almost three-fourths
(73 percent) are uninsured. Eighteen percent of ADAP
clients report having private insurance coverage; 13 percent
have Medicare, 10 percent have Medicaid, and 3 percent
have both Medicare and Medicaid. In FY2005, the national
ADAP budget was $1.3 billion, nearly all of which
supported direct client services.14

Unlike Medicaid, ADAPs are discretionary grant programs;
in other words, they depend upon annual federal
appropriations and funding from states and other sources in
order to operate. The federal ADAP earmark (which falls
under Title II of the Ryan White Comprehensive AIDS
Resource Emergency (CARE) Act) represents the largest
share of the national ADAP budget (59 percent in 2005),
followed by state funding (19 percent), and drug
manufacturer rebates (15 percent). Each state administers
its own ADAP and possesses broad authority under the
CARE Act to determine client eligibility criteria, drug
formulary composition, and other key program elements.

ADAPs vary widely in their income eligibility criteria,
which, as of September 2005, ranged from 125 percent FPL
in North Carolina to 500 percent FPL or more in four states
(see Figure II).15 In addition, all ADAPs require
documentation of HIV status in order to enroll. Significant
variation also exists in drug formulary composition among
the 57 ADAPs. In 2005, formularies ranged from a low of
19 drugs in Guam to nearly 500 in New York and open
formularies in four jurisdictions (see Figure III).16 Thirty-
five ADAPs cover all 25 FDA-approved antiretroviral drugs.
In addition, 29 states use federal ADAP funds for insurance
purchasing and/or continuation, providing coverage for
12,311 clients in June 2005.17

Coordination between ADAP
and Medicaid
The CARE Act prohibits the use of CARE Act funds
for services that would otherwise be covered under any
state compensation program, insurance policy, or
federal or state health benefits program.18 This
provision is widely known as “payer of last resort,” and



has important implications for the way in
which ADAPs coordinate with their state
Medicaid programs. Most ADAPs have
electronic access to their state Medicaid
databases, which enables them to verify
client eligibility and ensure compliance
with payer of last resort requirements.

Collaboration between ADAP and Medicaid
takes many forms. In some states with
limited Medicaid formularies, ADAPs
provide “wrap-around” coverage for HIV-
positive Medicaid beneficiaries to ensure that
they receive the full complement of needed
medications. In Texas, for example,
Medicaid covers the cost of a maximum of
three prescriptions per month.19

Consequently, Texas ADAP considers
Medicaid beneficiaries to be underinsured
and thus eligible for additional medications
through ADAP. Texas ADAP staff monitors
the Texas Medicaid database to determine
when a beneficiary’s medication needs exceed
the three slots allotted under Medicaid.

In June 2005, 14 states coordinated with
individual state Medicaid medically needy
programs to extend coverage to people whose
incomes exceed Medicaid requirements.20 The
medically needy program allows low-income
individuals to “spend down” to Medicaid
eligibility by incurring medical expenses to
offset their surplus income. In Ohio, for
example, ADAP uses state match funds to pay
spenddown for Medicaid beneficiaries on
antiretroviral medications who are not
Medicare Part D-eligible and whose
spenddown costs do not exceed a specific
amount (with a few exceptions). Ohio ADAP
identifies medically needy PLWHA by
requiring that all applicants with incomes at or
below 100 percent FPL apply to Medicaid
first. In addition, in an effort to address unmet
need, Ohio ADAP coordinates with county
Medicaid offices to identify beneficiaries whom
ADAP might potentially assist with paying
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Figure III: ADAP Formulary Coverage of
Approved Antiretroviral Drugs
by State, as of September 2005

Covers all approved ARVs in all four drug classes, NRTIs, NNRTIs, Pls, and
Fusion Inhibitor (35 ADAPs)
Covers all approved NRTIs, NNRTIs, Pls, but not approved Fusion Inhibitor (3 ADAPs)

Covers approved Fusion Inhibitor but not all approved NRTIs, NNRTIs, and
Pls (9 ADAPs)
Does not cover approved Fusion Inhibitor or all approved drugs in
other classes (8 ADAPs)

Note: Data not reported by 2 ADAPs: American Samoa and Marshall Islands.
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Figure II: ADAP Income Eligibility by State,
as of September 2005

Income eligibility greater than 300% FPL (20 ADAPs)

Income eligibility between 201% FPL and 300% FPL (19 ADAPs)
Income eligibility at 200% FPL or below (15 ADAPs)

Notes: The 2005 Federal Poverty Level (FPL) was $9,750 (slightly higher in Alaska
and Hawaii) for a household of one.  Data not reported by 3 ADAPs:
American Samoa, Marshall Islands, and Puerto Rico.



spenddown costs. ADAPs also collaborate with Medicaid
by including Medicaid representatives on their advisory
boards; as did 17 states in 2005.21

Barriers to coordination between ADAP and Medicaid
do exist, however. In many states, Medicaid is housed
in a separate department from ADAP, challenging
communication between the two entities at times.
Bureaucratic issues may also inhibit effective
collaboration. Indeed, while some ADAPs have forged
strong working relationships with their state Medicaid
program to coordinate benefits and other activities,
other ADAPs have encountered significant obstacles to
such collaboration.

Future Outlook
Several recent policy developments have important
implications for ADAP and Medicaid programs and their
ability to serve PLWHA. New Medicaid cost sharing
requirements under the Deficit Reduction Act of 2005
(DRA) have the potential to deter the poorest individuals
from accessing Medicaid. In addition, Medicaid funding
cuts under DRA will likely result in more restrictive
eligibility requirements, thereby increasing demand for
ADAP services. Reauthorization of the CARE ACT has
yet to be completed. Furthermore, as in recent years,
proposed ADAP increases for FY2007 will almost
certainly be insufficient to meet anticipated demand.

The shift to Medicare Part D will also have a significant
impact on ADAPs. Given that, in some cases, dual
eligibles now face new cost sharing requirements and
potentially more stringent drug formularies under
private Part D plans,22 ADAPs have had to alter the way
they serve this vulnerable population. Most ADAPs
have chosen to provide wrap-around coverage for dual
eligibles in need; however, the extent of the
administrative burden and cost savings to ADAPs
resulting from Part D implementation is unclear.

Finally, all of these developments are unfolding in the
midst of an already uncertain fiscal environment for
states. Some ADAPs have been forced to institute
waiting lists, formulary reductions, expenditure caps,
and new eligibility restrictions in order to keep

programs viable. The rising costs of medical care –
particularly prescription drugs – combined with the
growing numbers of low-income PLWHA, will
undoubtedly place additional strain on both Medicaid
and ADAP in the future. These policy developments
should be closely monitored to ensure the greatest
access to care and treatment for PLWHA.
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