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Presenter
Presentation Notes
The Chairman asked us to present a short review of Medicaid financing for committee members so: Welcome to Medicaid finance 101! 
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Presenter
Presentation Notes
To review some demographic information this graph shows 28 years of data for Medicaid and CHIP recipients and the associated expenditures in Indiana. You can see the expenditures have grown from just over $1 B to a projected $11.5 B in state and federal funds. In 1990, about 7% of the state population was enrolled in Medicaid, In 2018, there are projected to be about 23% of Hoosiers receiving services from the program.
The yellow bars represent periods of recession. While recessions impact Medicaid enrollment somewhat, federal expansions in eligibility and new funding along with normal population growth have led to most of the increases. For example, the growth starting in the early 1990s corresponds to the inclusion of pregnant women and their newborns in 1988-1989. 
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• SCHIP 31,620 

• Total Medicaid 
Children 546,042

• Pregnant Women 
21,810

Hoosier Healthwise

• Adults 19-64 Years; 
Basic 138,141

• Adults 19-64 years; 
Extended 267,078

HIP 2.0

• Choose between HCC 
and FFS 31,334

• Breast & Cervical 
Cancer 740

• Aged 50,191

• Disabled 63,372

• Former Foster Kids 
1,573

Hoosier Care Connect

• Eligible for Medicare 
130,992

• Institutionalized 556

• Blind 50,191

• Native Americans 32

• Presumptive Eligibility 
14,490

• Waivers 39,840

Fee-For-Service

1.4 M TOTAL ENROLLMENT AS OF 
AUGUST 1, 2017 

Presenter
Presentation Notes
There are at least 35 different categories for eligibility. I have included an eligibility grid in the back of your handout that provides more specific information. This slide illustrates the framework of how the Medicaid program generally provides for care via the managed care contracts. (However, there are exceptions.) The enrollment numbers as of August 1, are included to give you a sense of the size of the groups.

Hoosier Healthwise provides care for roughly 546,000 children & 22,000 pregnant women 
Healthy Indiana Plan 2.0 covers 405,000 adults. HIP 2.0 is where the Affordable Care Act Medicaid expansion population is located but it is not exclusive to that group. The expansion group consists of adults with no dependent children. Parents with dependent children in their households also participate in HIP.

Hoosier Care connect is the managed care plan that may cover individuals in the AB&D group – some categories of eligibles can choose to enroll in managed care or remain in fee for service. 

The FFS option is the default. 
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U.S.Enrollees
Total=80.7 Million

U.S. Expenditures
Total=$462.8 Billion

Children 43%

Adults 34%

Elderly 9%

Disabled 14%

Disabled 40%

Elderly 21%

Adults 19%

Children 19%

Nearly two-thirds of Medicaid spending is for the 
elderly and people with disabilities, FY 2014.

Source: Kaiser Family Foundation

10/26/2017

Presenter
Presentation Notes
This chart uses national data from 2014, to illustrate a significant point. Inside Medicaid, there are major population groups that require different levels of resources. If you add the percentages, 77% of the US 2014 enrollment was low income adults and children but they only used 38% of the expenditures for the program. Whereas the aged, blind, and disabled groups combined were 23% of the US total enrollment, but consumed 61% of the expenditures. So as the numbers at the top illustrate, on a per person basis, the general population of adults and children are less costly to provide with coverage while the aged, blind, and disabled require substantially more resources. 
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Medicaid and CHIP Eligibility
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Presenter
Presentation Notes
This chart is an illustration of the major eligibility groups. The blocks are only related to the eligible groups – not the overall size of the group. 

Medicaid eligibility has been incrementally built over time. Originally, Medicaid was associated with the aged, blind, and disabled, and mothers and children who received Welfare benefits. Through the years, the program has added new groups mainly by breaking the link to the receipt of welfare benefits. The financial eligibility standards – especially for children, pregnant women, and low-income parents have also been incrementally added and then increased over the years. 
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Health and Human Services, $3,957.3 (11.8%)

Medicaid, $11,433.8 (34.0%)

Education, $11,483.9 (34%)
General Government, $1,086.0 (3%)

Transportation, $2,810.1 (8%)

Public Safety, $1,535.2 (5%)

Economic Development, $642.6 (2%)

Conservation and Environment, $347.1 (1%)

Distributions, $333.6 (1%)

FY 2018 - $33.3 Billion

Presenter
Presentation Notes
This slide shows total state operating appropriations by Functional Category for FY 2018 With Medicaid $ broken out. 74% of the ($15.4 B) funds budgeted for Health and Human Services - $11.4 B is used for Medicaid. That is 34% of the FY 2018 total state operating budget.
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Federal Funds, $8.7 B (74%)

State General Fund, $2.1 B (18.4%)

Provider/Cigarette Taxes, 
Tobacco Master Settlement, 

$0.87 B (7.6%)

FY 2018 - $11.4 Billion

10/26/2017

Presenter
Presentation Notes
Fortunately for state budgeting purposes, $8.5 B is reimbursed by the Federal government. The remaining $3 B is supplied from state sources. So how is the federal/state funding split determined? 
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FFY 2018 FFY 2019

Federal
65.59%

State
34.41%

Federal
65.68%

State
34.32%

FMAP

10/26/2017

Presenter
Presentation Notes
Medicaid is a shared federal and state program. Within Medicaid there are numerous “federal matching rates” that may be applicable depending on the type of expenditure. The most common match rate used is the Federal Medical Assistance Percentage or FMAP. This is the rate that is applied for (obviously) medical assistance services that constitute the bulk of the program expenditures. 

The FMAP is based on a formula and changes every federal fiscal year. So you see there is a small change in the state share between the 2 years shown. In an $11 B program, a small change in this rate can constitute what most of us consider to be a lot of money.
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General 
Administrative 

Services

Medical 
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Program 
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Specific IT 
Projects

Family 
Planning 
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Presenter
Presentation Notes
There are other program or expenditure specific match rates but the other major program match rate to keep in mind is the General administrative match at 50%. 
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General Funds • Budget Line Items
• Transfers From Other GF Line Items

Dedicated Funds

• Tobacco Master Settlement Fund 
• Cigarette Tax Apportionment
• Provider Taxes 

• Community Assurance Quality Assessment Fee
• Nursing Facility Quality Assessment Fee (QAF)
• Hospital Assessment Fee 

Other Funds • Intergovernmental Transfers
• Rebates and Collections

Presenter
Presentation Notes
The state Medicaid budget is made up through GF appropriation Line items such as Medicaid Current Obligations and Medicaid Administration. There are also appropriations made for other Divisions or agencies from which funds are transferred to Medicaid in order to take advantage of the ability to leverage state $ with the federal $. About 70% of the $3 B in state funding comes from the General Fund. The largest sources of General Fund revenue are sales tax, income tax, and corporate taxes.

The remaining 30% of funding for the Medicaid State share shown in the budget comes from Dedicated Funds. By definition, dedicated funds are used for defined purposes – I’ll discuss these in more detail later. Intergovernmental transfers are just what the description implies - funds transferred to Medicaid from other governmental units (mainly university or county-owned hospitals and nursing homes), These transfers are done in order to take advantage of leveraging federal dollars. Intergovernmental transfers are the subject of Medicaid Finance 404. Rebates and Collections are technically a reduction of expenditures but you should be aware that these types of recovery activities occur within the program. 
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FY 2017
HAF $194.8 M
QAF $  49.4 M

FY 2017
HAF $488.6 M
QAF $118.8 M
CSQAF $  17.1 M

General Fund 
Replacement

71.5%

28.5%

Hospital Assessment Fee

Quality Assessment Fee

70.6%

29.4%
Reimbursement 
Rate Increases

Community Services Quality 
Assurance Fee

100%

Provider Fees

10/26/2017

Presenter
Presentation Notes
Provider fees are the largest source of dedicated funding for Medicaid. The Community Services Quality Assurance fee was the first implemented. Non-state owned community residential facilities and intermediate care facilities for the intellectually disabled are assessed 6% of total annual revenue. This raises about $17 M each year to be used for state match. 100% of this funding is used to increase the reimbursement for services provided by the residential facilities. (So in this instance, assuming the federal match rate of 65.59% for FY 2108, reimbursement would be increased by a total of $49.7 M, the facilities pay $17.1 M (34.41%) for the state matching dollars netting $32.6M in Federal match. That is how leveraging works.
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FY 2017
HAF $194.8 M
QAF $  49.4 M

FY 2017
HAF $488.6 M
QAF $118.8 M
CSQAF $  17.1 M

General Fund 
Replacement

71.5%

28.5%

Hospital Assessment Fee

Quality Assessment Fee

70.6%

29.4%
Reimbursement 
Rate Increases

Community Services Quality 
Assurance Fee

100%

Provider Fees

10/26/2017

Presenter
Presentation Notes
The Quality Assessment fee or QAF is imposed on nursing facilities that are not based in hospitals, state-owned, or part of continuing care retirement communities. This fee is based on a facility’s total annual non-Medicare patient days. The QAF raised a total of $168.2 M in FY 2017 to be used for state match. 70.6% of this funding is used to increase the Medicaid reimbursement for services provided by the nursing facilities. 

29.4% of this fee is allocated to the state effectively increasing General Funds available for Medicaid funding. 

(So in this instance, reimbursement available to the facilities would be increased by a total of $345.2 M. netting $226.4M in Federal match.) 
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FY 2017
HAF $194.8 M
QAF $  49.4 M

FY 2017
HAF $488.6 M
QAF $118.8 M
CSQAF $  17.1 M

General Fund 
Replacement

71.5%

28.5%

Hospital Assessment Fee

Quality Assessment Fee

70.6%

29.4%
Reimbursement 
Rate Increases

Community Services Quality 
Assurance Fee

100%

Provider Fees

10/26/2017

Presenter
Presentation Notes
The Hospital Assessment fee or HAF is imposed on hospitals that are not federally or state-owned, long-term care hospitals, free-standing rehabilitation hospitals, or free-standing psych hospitals with more than 50% of admissions for chemical dependence. This fee is based on a facility’s total revenue and may not exceed 6% of total revenue. This HAF raised a total of $683.4 M in FY 2017 to be used for state match. 71.5% of this funding is used to increase the Medicaid reimbursement for hospital services to a level equivalent to Medicare reimbursement.
 
The remaining 28.5% of this fee is allocated to the General Funds offsetting Medicaid costs to the state. 
 
(So in this instance, funding available to increase hospital reimbursement would be increased by a total of $1,420.0B, the hospitals pay $488.6 M for the state matching dollars netting $931.4M in Federal match.)
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General Funds • Budget Line Items
• Transfers From Other GF Line Items

Dedicated Funds

• Tobacco Master Settlement Fund 
• Cigarette Tax Apportionment
• Provider Taxes 

• Community Assurance Quality Assessment Fee
• Nursing Facility Quality Assessment Fee (QAF)
• Hospital Assessment Fee 

Other Funds • Intergovernmental Transfers
• Rebates and Collections

Presenter
Presentation Notes
That is the short version of Provider Taxes, I’m going to move on to Tobacco Master Settlement funds. I’ll refer to these as Tobacco funds. While a small amount of Tobacco funds are appropriated to Medicaid in general, the Children’s Health insurance Program, a Medicaid related program, uses Tobacco funds as the state match. 
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2018 CHIP Financing
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Presenter
Presentation Notes
So in the general picture of Medicaid, CHIP fits in here. CHIP is a separate federal funding source from Medicaid, but it works seamlessly within the Medicaid Program from the covered individual’s viewpoint.

In Indiana, the CHIP block grant is a capped funding source used for certain Medicaid children in families with income below 150% of the federal poverty level. Under the Affordable Care Act, this population of about 70,000 kids are included in a maintenance of effort requirement. This group is referred to as the MCHIP or Medicaid CHIP.

The capped grant is also the source of funds for the State CHIP program or the SCHIP. This program is for families with income between 150% - 250% of FPL. About 30,000 children are covered under the SCHIP program. 

I am referring to the Federal Poverty Level which is published and revised by the Federal Department of HHS each year. The actual effective rates used in determining eligibility are slightly higher – it is just easier to refer to the round numbers. There is a table of the 2017 FPL in your handout to give you an indication of the income levels.  
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• CHIP Enhanced 75.91%

• ACA Additional 23.00%

• TOTAL Current Match 98.91% 

Federal Match 

• CHIP Enhanced 24.09%

• ACA Additional -23.00%

• TOTAL Current Match 1.09%

Tobacco Master Settlement 
Agreement Fund

$180.9 M Expenditures

SCHIP 

SCHIP E

MCHIP 

Presenter
Presentation Notes
Federal CHIP legislation authorized an enhanced matching rate for federal funds. This rate changes annually with the FMAP – for FFY2018 the rate is 75.91%. In addition, the Affordable Care Act authorized an increase of 23 percentage points through FFY 2019 which means that Indiana’s CHIP program is almost fully federally funded in the biennial budget.
 
The Tobacco Master Settlement Agreement Fund (TMSA) is the current source of the state match for CHIP. The TMSA refers to an agreement made between the Attorney’s General of 46 state and major tobacco companies to settle all state lawsuits seeking the recovery of Medicaid costs of treating smokers. The agreement was for payments through the year 2025. The payments are formula based and subject to a number of adjustments. In total Indiana collected $139.1 M in Tobacco funds for FY 2017. In the absence of the ACA additional 23% points, the state would have needed about $43 M in additional Tobacco appropriations for the FY 2018 budget. 

I am assuming here that FSSA has addressed the CHIP reauthorization situation and the state’s financial position in the instance the Congress does not reauthorize. 
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General Funds • Budget Line Items
• Transfers From Other GF Line Items

Dedicated Funds

• Tobacco Master Settlement Fund 
• Cigarette Tax Apportionment
• Provider Taxes 

• Community Assurance Quality Assessment Fee
• Nursing Facility Quality Assessment Fee (QAF)
• Hospital Assessment Fee 

Other Funds • Intergovernmental Transfers
• Rebates and Collections

10/26/2017

Presenter
Presentation Notes
Finally, I am going to cover the Healthy Indiana Plan funding that uses a different federal match rate, cigarette tax apportionment, and a provider tax.
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2018 Healthy Indiana Plan 2.0

10/26/2017

Healthy Indiana Plan
(HIP 2.0)

Presenter
Presentation Notes
So on the eligibility chart, this area represents the HIP population.
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Presenter
Presentation Notes
Under the provisions of the Affordable Care Act, the federal matching rates decrease from 100% to 90% over 7 calendar years. For calendar year 2018, the state match will be 6% for 
the expansion population of low-income adults without dependent children in their household. 
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FY 2017
HAF $194.8 M
QAF $  49.4 M

FY 2017
HAF $488.6 M
QAF $118.8 M
CSQAF $  17.1 M

General Fund 
Replacement

71.5%

28.5%

Base Hospital 
Assessment Fee

Quality Assessment Fee

70.6%

29.4%
Reimbursement 
Rate Increases

Community Services Quality 
Assurance Fee

100%

Provider Fees

10/26/2017

Incremental Hospital 
Assessment Fee

FY 2017
HAF $50.1 M

HIP 2.0

Presenter
Presentation Notes
HIP also has a provider Fee associated with it. The Hospital Assessment fee we discussed earlier is based on a facility’s total revenue and may not exceed 6% of total revenue. Because the hospitals did not maximize the full 6%, it was determined that an additional amount could be assessed to support the anticipated increases in the state share of the HIP program. So the original HAF that is used to increase hospital reimbursements to Medicare levels is referred to as the Base HAF and the Incremental HAF refers to the additional funds dedicated to the HIP 2.0 program. 2017 was the year the Incremental fee was implemented. 

The Incremental Hospital Assessment Fee statute provides that if federal match for the expansion population or the terms providing for the assessment fee are revised or prohibited, the funding availability would end. 

 



2018 Healthy Indiana Plan 2.0
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Expansion Population

Medicaid Adults

Federal Share

94% Match

65.59% Match

Estimated 

$119.1 M

$11.5 M to Phase-Out 
Trust Fund

Balance Available

$107.6 M
Incremental Hospital Fee Fund

State Share 
Cigarette Tax

Apportionment of

27.05% 

$112.6 M
Healthy Indiana Plan Trust Fund

10/26/2017

Incremental HAF

Presenter
Presentation Notes
The Healthy Indiana Plan – HIP 2.0 covers the Medicaid expansion group, as well as low-income adults with dependent children that were previously covered in the Indiana Medicaid program. Hence the 2 federal match rates. 

There are 2 sources for the state match for HIP. The Incremental Hospital Assessment Fee that I just mentioned is estimated to annually raise an annual total of $119.1 M. Of that amount, 11.5 M is to be deposited in the Phase-out Trust Fund. The balance of $107.6 M is available for state match requirements of the HIP program with certain exceptions. 
A cigarette tax increase provided for another source of state funding for the HIP program. The 27.05% apportionment of cigarette tax collections is estimated to result in $112.6 M annually which is deposited in the Healthy Indiana Plan Trust fund. In the state match, Cigarette tax dollars are considered to be expended first. 




Thank You

Kathy Norris, Senior Fiscal Analyst, Kathy.Norris@iga.in.gov
Karen Firestone Rossen, Senior Fiscal Analyst, Karen.Rossen@iga.in.gov

10/26/2017 22

Presenter
Presentation Notes
We have included additional information in your handouts. One thing in particular I’d like to mention – In the 2016 session, the Legislature provided that Legislative Services was to have access to Medicaid claims data. LSA has been working on defining, transferring and organizing the data made available to us. Karen is the staff person who has been testing the data and running test queries to see what we can do with the data using data visualization. Your handouts contain some initial pictures of enrollment and claims information that she has been working on. 

Finally, I presented a lot of information in a short period of time. If you want to sit down with me to review this information, go into further detail, or look at other topics involving Medicaid I would be happy to do that. 
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