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Supreme Court Bars Medicaid from Collecting Non-Medical Proceeds

(2006-2) — The U.S. Supreme Court ruled on May 1, 2006, that a state’s Medicaid department may not demand reimbursement from portions of a settlement intended to cover non-medical damages. 

In Arkansas Dept. of Human Servs. v. Ahlborn, 547 U.S. ___ (2006), the Supreme Court affirmed (No. 04-1506) the Court of Appeals for the Eighth Circuit, Ahlborn v. Arkansas Dept. of Human Servs., 397 F.3d 620 (2005), which had reversed the U.S. District Court (E.D. Ark.), holding that an Arkansas statutory lien on a tort settlement following payment of Medicaid, equal to Medicaid’s costs, contravened federal law and was therefore unenforceable.

Arkansas state law had imposed a lien on all settlement proceeds, including those meant to compensate the recipient for damages distinct from medical costs—like pain and suffering, lost wages and loss of future earnings.

Heidi Ahlborn’s settlement with the third-party tortfeasors did not allocate between categories of damages. Her claim was valued at $3,040,708.18. She recovered only $550,000 in an out-of-court settlement. Arkansas DHS had asserted a lien to recover its outlay of $215,645.30. It had stipulated that only $35,581.47 was compensation for medical expenses, which is what it ultimately received. 

Settling parties should allocate medical costs when a Medicaid lien is a factor. 

The Supreme Court had granted certiorari to resolve a conflict with previous rulings in other courts that had upheld similar state lien provisions. See, e.g., Houghton v. Dept of Health, 57 P.3d 1067 (Utah 2002), and Wilson v. Washington, 10 P.3d 1061 (Wash. 2000) (en banc). ■
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